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Name of Country : El Salvador 

Name of Projaot : Peace and National Recovery 

Number of Projeot : 519-0394 

1. Pursuant to Sectione 103, 104, 105, 106, and 531 of the 
Foreign Assistance Act of 1961, as amended, and to Sectim 
531 of the FY 91 Foreign Operations Appropriations Act, I 
hereby authorize the Peace and National Recovery Project 
involving a grant to the Government of El Salvador 
("Granteew) in planned obligations not to exceed One Hundred 
and Sixty-six Million United States Dollars ($166,000,000) in 
grant funds ("Grantt1) over approximately a forty-eight month 
period from date of authorization, subject to the 
availability of funds in accordance with the A.I.D. 
OYB/allotment process, to help in financing foreign exchange 
and local currency costs for the Project. The planned life 
of the Project is five years from the date of initial 
obligation. . . 

2. The Peace and National Recovery Project (Itthe Project1I) 
consists 9f assistance to the Government of El Salvador to 
support its National Reconstruction Plan and the process of 
national reconciliation and economic stabilization by 
restoring basic humanitarian, social and health services, 
rehabilitating and rebuilding basic infrastructure, 
reactivating the economy in areas torn by the war, and by the 
reintegration of individuals and families affected by the 
conflict into productive, democratic society. Assistance 
will increase access to education, income-earning 
opportunities, credit to purchase land, and other services, 
complemented by $84 Million in separately-authorized USAID 
development projects and ESF-generated local currency 
activities. 

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



4. Commodities financed by A.I.D. under the project shall have 
their source and origin in the United States except as A.I.D. 
may otherwise agree in writing. Except for ocean shipping, 
the suppliers of commodities or services shall have the 
United states as their place of nationality, except as A.X.D. 
may otherwise agree in writing. Local procuremeht, in 
accordance with the Agency's Buy America policies, is 
permitted. 

1 

// James H. Michel 
Mssistant Administrator 
Bureau for Latin America 

and the Caribbean 

r 

Date 
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I. -Y AND RBC-ATIm 

The formal signing of the Peace Accord On January 16 in Mexico City marks an 
historic turning point for El Salvador aud ends nearly twelve yeare of armed 
conflict. While the negotiations have successfully brought an end to war, 
many problems must be addressed if pence is to endure -- security guarantees, 
social impediments to reintegrating ex-combatants and their families into 
society, access to land and jobs, lingering mistrust of official programs, and 
institutional weaknesses, to name just a few. To facilitate the healing 
proceas, the Government of El Salvador (GOES) has developed a National 
Recon!;truction Plan to support the peace process and begin reintegrating the 
ex-combatants and their families, repatriate families and displaced persons 
back into Salvadoran socioty, rebuilding damaged and destroyed infrastructure, 
and reactivating the economy sf the former conflictive zones. 

The social and economic costs of the war have been enormous, and some of the 
conditit~r~ which gave rise to the conflict continue to afflict the country. 
If El SL. .ador is to build upon the good fai.th expressed by both sides in the 
peace negotiation process and dispel the lingering and deeply held mistrust, 
timo is of the essence. While recent economic growth rates are the most 
promising of the past twelve years, continued limited employment 
opportunities, low incomes, scarce land, poor administration of justice, human 
rights abuses, and inequities in access to education and health services 
represent serious obstacles to a durable peace. 

EB Salvador's wrenching, divisive conflict has left deep wounds in the society 
and the economy. Given the unique U.S. involvement and commitment to El 
Salvador, the proposed $250 million assistance package is critical to the 
success of El Salvador's $1.0 billion National Rsco6struction Plan (NRP) and 
warrants highest USG and other donor priority. This Mission and the USG 
should continue to encourage other donors (e.g. World Bank, Inter-American 
Development Bank, U.N., bilateral donors) to provide over $750 million during 
the next five years. In addition to the proposed five-year USAID assistance 
package, other USG resources will be needed for activities such as 
international agency contributions for peace-keeping and demobilization of 
combatants, assistance to a new police force and land mine 
clearing. 

The USG's long-standing commitment to El Salvador is about to enter an 
important transition period for which energies must be redoubled to support 
reintegration and recovery efforts. At the same time, it is essential that 
other donors contribute significantly to the national recovery process. 
Indeed, we have strongly encouraged, and the GOES has effectively pursued, a 



Consultative Group process to provide a framework within which other donors 
can contribute. Nevertheless, there is no realistic alternative to strong USG 
leadership and support in the early stages given the time required for other 

: donors to initiate their programs. Thus, we believe that the USG response 
will be critical at the upcoming Consultative Group meeting in encouraging 
other donors to contribute to El Salvador's reconstruction program and its 
efforts to consolidate peace and bring about national reconciliation. 

The of the Project is to support El Salvador's National Reconstruction 
P l s n  (NRP) in consolidating the peace process, helping resolve .societal 
unrest, and sowing the seeds of future growth with equity and'a strong 
democracy. The of the Project is to promote the economic and social 
reactivation of the conflictive zones by restoring infrastructure and access 
to basic services and assisting the democratic reintegration of their 
population. 

The Project consists of the following major components: 

1) Imediate Conflictive Zone Relief - Humanitarian relief/safety net 
assistance, documentation for repatriates and displaced persons, as well as a 
public awareness initiative to reduce the number of accidents from explosives 
in conflictive areas: 2) Assistance to Ex-combatants - social/economic 
reintegration counseling and university scholarships: 3) Social and Economic 
Reactivation in the Conflictive Zones - Municipalities In Action program, 
restoration of health and education services, and productive enterprise 
development -- including investment promotion, credit programs 
(micro-enterprise, small business and agricultural) and vocational/technical 
training which will be available to ex-combatants as well as the conflictive 
zone population in general: 4 )  Land Transfer Mechanisms - assistance for the 
purchase of land, titling and gaining membership to agricultural cooperatives; 
5) Infrastructure Service Restoration - feasibility studies, emergency repair 
programs, and infrastructure reconstruction and restoration; and 6) Program 
AuditIManagement. 

Project assistance will contribute to an end-of-project-status in the 
conflictive zones characterized by: restored health and education facilities 
serving the population; reduced infant mortality rates; a higher percentage of 
land in sustainable production: a greater percentage of eligible voters who 
have carnets c lector ale^ which permit participation in local and national 
elections: open town meetings being held and people participating; an 
increased number of municipalities participating in the Municipalities in 
Action (MEA) program: a decline in out-migration from the conflictive zones; a 
significant increase in permanent employment opportunities: and per capita 
incomes approximating national levels. 

This $250 million USAID funding package is composed of (a) projectized 
€SF ($130 million): (b) contributions from ten on-going and planned USAID 
projects ($35 million): (c )  the Demobilization and Transition Fund ($50 
million): and (dl GOES-owned local currency ($35 million). A summary Project 
budget is included below. 



- 
(US$ millions) 

Ongoing & Demobiliaa- GOES 
Projectized Planned AID tion & Tran- Local 

GQJIwma ESF ProJiscts U o n  FYlba, Currency TOTAG 

1. Immediate Conflictive 0 2.0 0 2.0 
Zone Relief 

2. Ex-combatant Assis- 0 0.4 7.5 0.1 
tance 

3. Social & Economic 100.2 12.6 14.5 29.7 
Reactivation in the 
Conflictive Zones 

4. Land Transfer 15.0 0 0 0 
Mechanisms 

5. Infrastructure Service 9.8 20.0 23.0 3.2 
Restoration 

6. Program Audit & 5.0 0 5.0 0 
Management 

TOTAL 

Other Programs &/ --- --- --- --- (120.0) 

/ Non-AID program funding requirements for U.N. peacekeeping, support to the 
National Civilian Police, land mine clearing, etc. 

The Mission believes that the $250 million level is justified for the 
following reasons: 

- The El Salvador Peace Accord represents one of the most significant 
events in modern Central American history. It signifies a major USG foreign 
policy victory. The American people have responded generously and decisively 
to other similar events (e.g., the long and bloody civil war, the San Salvador 
earthquake, the return to democracy in Nicaragua and Panama). Can the USG 
afford to do any less after having invested so much in El Salvador for so long? 

- During the past 12 years, the USG invested well over $4 billion in 
economic and military assistance to support Salvadoran democratic forces. The 
real return on this investment will be realized in 1992-96 as El Salvador now 
attempts to win the peace. To consolidate the peace and national 
reconciliation process, significant support from the USG will be required in 
the form of both leadership and funding throughout the five-year National 
Reconstruction Plan and especially during its initial phases. 



- The Salvadoran National Reconstruction Plan will require at least 
$1.0 billion in international funding. The Mission proposes that USAID 
finauce about 25 percent of this total with o'her donors (e.g., IBRD, IDB, 

. UNDP, bilaterals) hopefully providing the remaining 75 percent. This 
represents a substantial reduction in USG funding when compared to the 1.980s. 
In the past decade the USG regularly provided well over 90 percent of El 
Salvador's international aid requiraments. 

- It is unlikely that other donors will respond positively and 
dec3.sively to the GOES National Reconstruction Plan if they do not see a 
significant vup-frontO' USG aommitment to this Plan. USG leadership will be 
especially important at the upcoming Consultative Group meeting. 

- The Mission proposes funding 80 percent of the USAID contribution to 
the National Reconstruction Plan from El Salvador's projected AID funding 
levels. Reprogrming additional economic assistance beyond this $200 million 
will severely undercut the Mission's ability to support major GOES reform and 
development 0bjectives.a~ outlined in the Country Development St'rategy 
Statement (CDSS), and undermine the progress the GOES continues to make in 
areas of both economic and democratic reform. It would likely also send a 
message to other donors to take similar reprogramming actions, thereby further 
diverting resources from long-term reform and development programs in El 
Salvador. 

- Despite significant economic reforms by the Cristiani 
administration, the GOES is still confronting serious fiscal imbalances. 
Budgetary problems will limit the GOES'S ability both to finance recovery and 
reconstruction requirements and to increase funding for the social sectors and 
other critical areas such as the juetice sector. 

- The IMFOs Board has just approved a 1992 Stand-by Agreement. The 
IMF is anticipating that most financing for the National Reconstruction Plan 
will be provided from external sources. It expects to renegotiate Stand-by 
targets once funding is better defined. USAID expects that GOES compliance 
with IMF stabilization targets will place sevore restrictions on GOES 
budgetary expenditures that could greatly slow down implementation of key NRP 
activities unless external funds are provided, especially on a grant basis. 

- Much of the funding of the NRP will have to be provided from 
harder-term IDB/IBRB ordinary capital loans to cover what are war-related 
damages, since El Salvador does not qualify for concessionary resources from 
these mBs. Significant levels of grant funding from the USG, UNDP and other 
bilateral donors are a major way to reduce the overall economic impact of the 
harder-term MDB loans. Grant funds also offer greater implementation 
flexibility. 

- One of the centerpieces of the USAID-supported program is 
Municipalities in Action (MEA). Even prior to the development of the National 
Reconstruction Plan, MEA was experiencing some funding cutbacks due to GOES 
fiscal deficit problems. MEA addresses all of the GOES/USG objectives 
(economic, social, political) and now has a proven track record. It is 
critical that MEA be implemented and expanded during the five-year NRP 



implementation period. The Mission believes that it is extremely important 
that MEA be continued and expanded within GOES programs. The best way to 
ensure that this occurs is to provide an independent source of dollar funding. 

- Other unique components include assistance to ex-combatants and the 
Land Bank. Both are critical for early implemektation and other donor funding 
is not likely. Our project includes USAID-dol1,ar funding to cover at least 
initial costs of these activities to ensure their rapid and flexible 
implementation. 

- The $250 million in USAID funding requirem~nts was derived based on 
an extensive review of cost estimates for activities in the current USAID 
program which are similar to those being proposed under the NRP. A review of 
the absorptive capacity of the various implementing institutions selected was 
also factored into our proposed funding level. 

Based on the analyses contained in this Project Document, it is 
recommended that8 a) $50 million be provided from the Demobilization and 
Transition Fund to support Salvadoran national reconciliation and 
reconstruction and to supplement $150 million in USAID funds that will be 
redirected from its ongoing and planned program: b) $50 million from the 150 
account be added to the El Salvador ESF totals in FYs 92-93 to permit full 
funding of the Project: c) the Peace and National Recovery Project be approved 
and authorized at the level of $166 million funded from $116 million in 
projectized Mission ESF and $50 million from the Demobilization and Transition 
Fund; d) an amendment to the Health Systems Support project be approved and 
authorized to increase life-of-project funding by $8 million in projectized 
ESF: e) an raendment to the Strengthening Achievement in Basic Education 
project be approved and authorized to increase life-of-project funding by $6 
million in projectized ESF; and f) a waiver of full and open competition be 
approved under the El Salvador Public Services Improvement project to expedite 
the contracting of critical technical assistance. 

11. PROJECT BACKGROUND AND RATIONALE 

1. Social and Economic Impact of the War 

Despite substantial infusions of USG economic aid, the nearly twelve 
years of civil war have exacted a heavy social and economic cost. The high 
levels of resources diverted from fundamental social services to support the 
war, the continuous repair of infrastructure, and the decade of decreased 
economic growth have all served to reduce government revenues destined to 
improving the economic well-being of the nation and the standard of living of 
the population. In early 1990, the U.S. Embassy estimated the value of damage 
due to the conflict to be approximately $2 billion, including direct, indirect 
and economic costs through 1989. 



The estimated number of war deaths is over 75,000. More than 
500,000 persons were displaced from their homes and cornunities by the 
mid-1980s because of armed conflict in their home areas. The current estimate 
of displaced persons is approximately 38,000 -- the reduction is due in 
signifibant part to USAID support for programs for the displaced. Half of 
them are children; 60 percent of the heads of households are women. 
Approximately one million Salvadorans have emigrated to the United States 
during the war years -- the equivalent of about 20 percent of the country's 
current population. Data1 available on working street children in San Salvador 
indicate that 47,000 under the age of 18 have migrated from the conflictive 
aones. The repatriated population, comprised mainly of exiles returning to 
the country from refugee camps along the Honduran border, is currently 
estimated to be 30,000. In addition, over 800,000 residents (excluding 
returning excombatants, dlisplaced persons and repatriates) of the conflictive 
zones (see map) are severely affected by the lack of services and basic 
infrastructure as well aa the general social and economic upheaval. 

Another dramatic statistic related to the civil strife is the 15 
percentage point decline (from 81.9 percent to 66.5 percent) in the number of 
people in rural areas employed on a year-round basis between 1978 and 1987. 
One of the critical needs of the country in the immediate post-hostilities 
period, therefore, will be productive employment for a significant number of 
ex-combatants, returning displaced persons and other un- or under-employed 
persons living in the conflictive zones. The economic conditions in those 
areas, while permitting some remunerative activities such as farming, 
marketing, and services, are insufficient to sustain anything approaching an 
adequate standard of living for a large percentage of the population. The 
full reintegration of resident and returning citizens into the economy will 
not be immediate and will, in large part, depend upon the restoration of 
public services and the ability of the GOES to foster higher levels of private 
sector activity and emp10,pent. 

Economic reactivation and the renewal of basic social services in 
the postwar period will  be^ severely hampered by the lack of public 
infrastructure. Damage and losses occurred both directly through violence and 
indirectly from power outages, insufficient maintenance and replacement, and 
normal deterioration. Many repairs have been postponed and expenditures were 
especially limited in the conflictive zones. The investment necessary to 
extend and upgrade the inf:rastructure was simply not available. Now the 
backlog of reconstruction and new construction needs is enormous. A recent 
USAID-financed report estimates infrastructure reconstruction and 
rehabilitation costs during the postwar period to be $1.3 billion. For 
exampls, the electric transmission and distribution systems have been attacked 
repeatedly and damaged severely during the period of hostilities. Roads in 
many areas could not be maintained and major now construction was largely 
postponed. Telephone service to the conflictive aones is sharply limited due 
to damage which has closed thirty-four telephone centers. The potential 
health problems associated with unsafe water cnd sanitary disposal are acute, 
given the serious damage to the National Water and Sewage Authority's (ANDA's) 
water systems. Also, as of 1989, over 550 schools and 22 health posts had 
been closed. 





On Docember 31, 1991, the GOES and the FMLN signed a document in New 
. York which states that definitive agreements have been reached which, combined 

with previous accords signed in Ban JOE/, Mexico and New York, bring to a 
close the negotiations on all of the items included in the "Caracas Agenda" 
and the September 25, 1991, New York Agreement. The execution of these 
accords will "result in a definitive conclusion to the Salvadoran armed 
conflict." 

The document signed by both sides in New York estabiished February 
1, 1992, as the formal initiation of a nine-month ceaaefire. Follow-on 
discussions resumed on January 6 to negotiate an implementation schedule for 
the various elements of the Peace Accord and the modality for dismantling the 
FMLN's military structure and reintegrating its members into country's civil, 
political and institutional life. These discussions culminated in the Peace 
Accord signed on January 16 in Mexico City. The Peace Accord includes 
provisions relating to Armed Forces reductions (50% over a 22-month period), 
abolishment of forced recruitment, supervision by UN peacekeeping forces of 
the FMLN demobilization (in fifteen enclaves), the creation of a National 
Civilian Police within two years, a heavy UN police monitoring role in the 
conflictive zones, steps for establishing legal land tenure status for those 
presently occupying land in the conflictive zones, and agreement by the GOES 
to continue the process of distributing land under Phase I1 of the agrarian 
reform and land currently held by the State. 

3. GOBS Recoverv Plan 

Conscious of the enormous tasks to be accomplished in a transition 
from war to peace, President Alfredo Cristiani designated fhe Minister of 
Planning to lead the effort to formulate a postwar recovery strategy. In 
July, the Minister established, with funding from the United Nations 
Development Program (UNDP), a National Reconstruction Committee (NRC) to work 
with government agencies and private organizations in preparing a National 
Economic and Social Recovery Plan. A preliminary version of the Plan was 
completed immediately prior to President Cristiani's talks with the FMLN at 
the United Nations in September. The Plan was subsequently revised and 
presented to an informal donors meeting in San Salvador on November 21. An 
early January draft of the Plan calls for a $926 million recovery program to 
reintegrate ex-combatants and restore basic services and economic activity in 
the formerly conflictive zones. The GOES has indicated that the Plan is being 
revised and will increase further as discussions continue with the individual 
implementing institutions. Also, over $100 million already planned in the 
GOES investment budget is directly related to the reconstruction 
process. Thus, the GOES estimates that the final National Reconstruction Plan 
will require more than $1.0 billion in external funding. 

The Plan is to be implemented over a five-year period (1992-96). It 
includes an immediate humanitarian, disastec relief emphasis in the 
conflictive zones: activities which address basic needs of the target 
population and the repair (including that of a temporary nature) of basic 
small-scale infrastructure in those areas most affected by the conflict; and 
activities emphasizing economic and social reactivation in the conflictive 
zones and the restoration of infrastructure services. 



The overall objective of the Plan is to establish a basis for 
national reconciliation by creating the necessary economic and social 
conditions to reintegrate into society those persons most directly affected by 
tho conflict. The Plan targets approximately 800,000 personas a) 
ex-combatants from both sides in the conflict; b) displirced persons; c )  
repatriated persons; and d) those inhabitants of zones most affected by the 
conflict. The conflictive aones include a total of 99 municipalities 
identifie4 by the GOES, 19 of which have received little GOES assistance over 
the past decade. Three main categories of programs and projects are included 
in the Plans (1) restoration of basic social services; (2) employment 
ganeration and productive sector support; and ( 3 )  infrastructure 
reconstruction and rehabilitation. 

The details of how the Plan will be implemented are being prepared 
and should be approved shortly. A three-tiered organizational structure will 
utilize mechanisms and institutions already in place to execute the Plan. 
This will permit both proper accountability and a quick, efficient channeling 
of resources. The first tier will be responsible for setting overall policy 
for national recovery, taking its direction from the President of the Republic. 

The second tier will involve the newly established Secretariat for 
National Reconstruction (SRN), charged with serving as the Plan's executive 
directorate to determine funding allocations in accordance with the objectives 
of the Plan and the policy direction it receives. Working closely with a wide 
range of public and private voluntary implementation entities, the SRN will 
coordinate the preparation of action plans prior to initial disbursement of 
funds. The Technical Secretariat for External Financing (SETEFE) will support 
tho SRN in reviewing action plans and overseeing procurement and financial 
maaagement procedures. This mechanism has proven quite efficient in 
administering large sums of PL-480- and ESF-generated local currencies in 
recent years. The SRN will be responsible for monitoring the implementation 
of national reconstruction program activities. The GOES is working to obtain 
special regulations which will permit the National Reconstruction Fund to 
operate under more flexible procurement and financial management procedures, 
the most important of which will avoid the major delays caused by Court of 
Accounts interventions during the contracting phase. 

The third tier will consist of institutions responsible for actual 
implementation of the Plan -- e.g. the National Commission for the Restoration 
of Areas (CONARA), which has been incorporated into the SRN, various 
Ministries, PVOs, and municipalities. Many of these institutions are already 
far along in developing recovery programs, which in most cases constitute an 
exten~sion of activities in which they are currently involved and have 
consiclerable experience and expertise. For those activities which will be 
new, eb.g., public awareness campaigns regarding land mines and reintegration 
counseling for ex-combatants, technical assistance will be obtained from 
international PVOs or individuals with applicable experience. 



Both the UNDP-funded staff of the frmall reconstruction planning 
committee and the U.S. Mission have provided active support to the GOES in the 
preparation of the Recovery Plan. Among specific U.S. contributions to 
preparation of the Recovery Plan, three reports are particularly important. 
First, USAID contracted with Creative Associates International, Inc., to 
suggest program alternatives for reintegrating ex-combatants into civilian 
society from the ranks of the military and insurgents. This report included a 
review of reintegration programs in Nicaraqua, Zimbabwe, Colombia, and the 
Uniked States as well as the assimilation of military personnel into the 
security forces of panha. Second, a team of consultants was contracted to 
assist the GOES perform an infrastructure restoration/reconstruction 
assessment for the National Reconstruction Plan, based in part on 1990 
infrastructure damage assessments. Third, the Milgroup and USAID collaborated 
on preparing an ox-combatant assistance strategy to integrate soldiers from 
both sides back into Salvadoran society (see 91 San Salvador 7597). 

In addition to these reports, we have sponsored visits to Ijicaragua 
and Colombia to observe first-hand the experience these countries have had 
with reintegration programs. In early December, the Central American Business 
Administration Institute (INCAE), with USAID funding, conducted a series of 5 
inter-sectoral policy dialogue seminars on the NRP with leaders from the 
business community, the armed forces, labor, government, the religious 
community, academia and a cross-section of local and international NGOs, in 
order to inform them of the commitment of the GOES to peace and equity, to 
receive their input and to foster a national consensus. The response was 
favorable and served to broaden considerably understanding and support for the 
program. 

B. RATIONALE FOR USG SUPPORT TO PEACE AND NATIONAL RECOVERY 

1. YSG Foreicm Policv Obiectivea 

Major USG objectives for El Salvador are a peaceful resolution of 
the war, building a strong democracy and economic growth with equity. The 
insurgency, fed by past economic, social and political injustices, has 
resulted in nearly twelve years of economic and social chaos which will not be 
ended immediately by a peace agreement. The causes of the insurgency, both 
real and perceived, are rooted in basic societal failings, and many of these 
problems remain. 

It is in the USG's interest to support a national reconstruction 
plan that will consolidate the peace negotiation process, help resolve 
societal unrest, and avoid sowing seeds of future discontent. During the 
crisis years of the 1980s, much was accomplished toward democracy and economic 
stabilization, but these thin foundations for gragress must now be made 
permanent by the continued nurturing of institutions of economic and political 
freedom. The economic and democratic gains are fragile. El Salvador now has 
to demonstrate that the expectations of democracy are well founded, and that 
an elected government, with market-based economic policies, can work in 
practice for the benefit of all segments of society. If not, desperate people 
may again resort to violence. 



The goals of the USGgs economic assistance program to El Salvador 
are to promote broad-based economic growth, strengthen incipient democratic 
institutions and processes, and create a political environment conducive to 
sustainable growth with equity. To achieve theme objectives, USAID/El 
Salvador has a portfolio targeted at: democratic initiatives and the 
administration of justice$ the economy and the productive sectorst the social 
sectors, especially education, health and essential infraatructurer the 
environment and uatural resources$ and support for U.S. policy initiatives in 
areas such as drug abuse prevention. 

In December 1991, USAID undertook an internal exercise to formulate 
its strategic objectives and establish a Program Performance Assessment System 
for the key progranunatic areas of its ~ortfolio. A8 a result of this 
exercise, USAID identified national recovery as one of its five strategic 
objectives. Specifically, this strategic objective calls for "the economic 
reactivation of the conflictive zones, restoring their access to basic 
services, and the democratic reintegration of their population." The national 
recovery strategic objective relates most directly to the LAC Bureau objective 
of responding to specific challenges, in this case the disaster brought about 
by the war. However, activities witLL2 this strategic objective will also 
support the LAC Bureau objectives of broad-based sustainable growth and the 
evolution of a stable, democratic society. 

Over the past ten years, nearly $3 billion of USG economic 
assistance to El Salvador has helped ameliorate the social and economic impact 
of the war on millions of Salvadorans. In spite of the war, social indicators 
have in most areas improved. The economy has begun to transform itself and a 
democratic system is beginning to take hold. Now, with the signing of the 
Peace Accord, U.S. Government economic assistance has a vital role to play in 
healing Salvadoran society, institutionalizing democracy, helping the GOES 
maintain its economic reform program and assisting El Salvador reach its 
growth potential. 

It has been argued alternatively that (a) economic reactivation is 
the most important element for successful postwar reintegration and that a 
costly recovery program might well jeopardize the GOES economic program by 
rapidly expanding expenditures; and (b) the overriding USG interest in El 
Salvador is consolidating the peace and, therefore, support for other, 
longer-term development objectives should be subordinated to the achievement 
of peace. The proposed assistance package described herein subscribes to 
neither alternative, 

First, while the Salvadoran economy has responded well to major 
policy reforms undertaken by the government of President Cristiani, these 
recent gains are only fragile beginnings, the continuation of which is by no 
means assured. Private investment and exports, for example, still have not 
returned to their prewar levels. Private investment was 17.6% of GDP in 1978 
before falling to 6.10 in 1980, and by 1991 it had recovered only to 10.7%. 
The 1991 export figure of $621 million is far below the 1979-80 average of 
$1,104 million, especially in real terms. Furthermore, while we believe that 



a cessation of hostilities is likely to result in major increases in 
investment over the medium to long term, potential investors will likely be 
cautious over the short-term. 

' 

Second, ensuring and consolidating the peace through support to 
national recovery is undoubtedly the USG's top priority, requiring immediate 
attention and an intensive assistance effort. It would be short-sighted, 
however, to substitute national recovery and reintegration for continued 
progress in building the basis for democracy and long-term economic growth. 
Both approaches, 'mutually reinforcing, are necessary to achieve a lasting 
peace. Additional resources will clearly be needed to effectively support 
national recovery activities in the short- to medium-term and to avoid 
undermining our longer-term development objectives. 

The guiding principles for the USG assistance package are an 
immediate response capability, simplicity and flexibility. We want to 
demonstrate support for what is clearly a Salvadoran recovery program by 
helping to meet immediate needs and funding gaps, especially in the critical 
start-up phase. Unlike the recent cases of Panama and Nicaragua, the USG has 
an advantage in planning postwar assistance to El Salvador. As opposed to 
other donors in El Salvador, we have a program already in place and possess 
considerable experience with Salvadoran institutions. Finally, and perhaps 
most important, we can use our leadership position to encourage additional, 
accelerated funding support for the Plan from other donors. 

Equally significant, the USG has already initiated several 
small-scale pilot efforts that can serve as models and learning experiences 
for the postwar reconstruction period. The Santa Marta initiative (Santa 
Marta is a repatriate community closely associated with the m N )  demonstrates 
the types of local-level, small-scale community development activities that 
will be implemented in the conflictive zones through the Municipalities in 
Action (MEA) program and other GOES implementing mechanisms such as the Land 
Bank. MEA activities in Santa Marta include rural roads, electrification and 
latrines. This initiative has also helped us to become aware of many FMLN 
adherents' deep concern about continued access to land after the war. These 
contacts and resultant benefits for the community should contribute to 
building confidence between at least these elements of the parties to the 
conflict. The overall Santa Marta experience has proven very valuable. In 
fact, several FMLN-associated PVOs have contacted us for assistance as a 
result. 

C. RELATIONSHIP TO OTHER DONOR ACTIVITIES 

After a decade of absence, other donors have begun their return to El 
Salvador. By the mid-1990s, the USG will likely cease to be the largest 
single donor. The International Monetary Fund (IMF) si~nk'd a stand-by 
arrangement with El Salvador in August 1990, and its Board approved a 
follow-on stand-by in January 1992. The International Bank for Reconstruction 
and Development (IBRD) has signed nearly $100 million in loans for structural 
adjustment, and for the social and energy sectors. It is planning additional 



loans in the agricultural and housing sectors and a follow-on Structural 
Adjustment Loan. The Inter-American Development Bank (IDB) is rapidly 
expanding its activities via such major nerr projects as a $33 million Social 
Investment Fund, a $60 million Multisector Credit Program, a $44 million rural 
roads loan, and a planned $120 million Traxlsport Sector Program. During 
1992-1994, a total of $200-250 million a yoar is programed for lending for 
activities in vocational education, agriculture, housing, energy, and 
microenterprise credit as well as for the investment sector, more multisector 
credit, potable water and sewage, and possible support for the National 
Reconstruction Plan, 

It is hoped that other donors -- the World Bank, IDB, UNDP and bilateral 
donors -- will be major contributors to the National Reconstruction Plan; 
however, it is unlikely that their contributions will begin to flow until 
mid-1993, While other donors have express~d some interest in participating, 
they are not yet preparing program and project documentation to translate 
these intentions into action. For example, the UNDP and some European donors 
are especially concerned that, as yet, there has been little FMLN involvement 
in the development of the National Reconstruction Plan. We eskimate that it 
will take the World Bank and IDB at least 12-18 months to develop new programs 
in this area. All donors have been unwilling to commit themselves until after 
a peace agreement has been signed. 

Informal discussions with the other major donors indicate a willingness 
to consider recovery program assistance, including holding a second 
Consultative Group (CG) meeting -- a possible pledging conference -- in late 
March in the context of a series of Central American country specific meetings 
prior to a regional session. Informal donors meetings have been held in 
Washington on September 23, 1991, and with the GOES in El Salvador on November 
21, 1991. Another is planned for January 23, 1992 in Washington. 

In support of encouraging donor mobilization, the Washington interagency 
review of the Concept Paper asked that a donor coordination group be 
established to work on an action plan for getting the IDB and World Bank to 
move forward in El Salvador quickly after a cease-fire and to undertake a 
concerted effort to increase and accelerate participation by other bilateral 
donors. The group will work with State and Treasury representatives and meet 
with the MDBs and the EC in support of this objective. The January 1992 
Partnership for Democracy and Development (PDD) plenary meeting in Ottawa will 
also be used to transmit this message to other donors. 

D. FISCAL WEAKNESS AND OTHER MACROECONOMIC IMBALANCES 

The GOES still faces major fiscal pressures and will continue to do so 
throughout the NRP period. Although steady progress has been made in raising 
revenues over the last two years, the deficit of the consolidated nonfinancial 
public sector (CNFPS) was 3.5% of GDP in 1991 (see Annex IV, Table IV.1). 
This was an improvement over the 5.8% deficit in 1989, but a slippage from the 
2.5% figure of 1990. The improvement since 1989 has been made to a large 
extent at the expense of capital expenditures, which are at a level too low to 
sustain a strong economic recovery, as well as a sharp decline in the real 
salaries of public sector employees. Public sector savings are still 
negative, although they should turn positive in 1992. 



A number of pressures on the public finances will make it difficult for 
the government to achieve the target under its economic program for 1992 -- 
supported by a stand-by arrangement with the IMP' -- of reducing the CNFPS 
deficit to 2.4% of GDP. These pressures, discussed in more detail in Annex 
IV, include the following: 

- The fiscal effects of the reduction in military forces to be 
initiated in 1992 will be offset by severance payments. 

- Reductions in civilian public-sector employment during 1992 will 
likewise be offset by sevorance and early retirement payments* ' 

- Budgetary resources are likely to be needed to make up for 
shortfalls in the Armed Force8 Social Assistance Institute (IPSFA). 

- The creation of a new national civil police force, to replace 
existing police forces, will require start-up costs in 1992. 

- One-time revenues from p~ivatization of state enterprises in 1992 
will be significantly lower Lh.9~  the a300 million originally anticipatsd 
because the planned pace of privatization was unduly optimistic. 

- Interest payments on the internal debt have risen as a result of a 
debt consolidation. 

- An overdue reversal of the sharp decline in public-sector real wages 
is likely to occur in 1992. 

- Drought-related problems will continue to require extra expenditures 
for thermal-generated electricity until the next rainy season. 

Under the terms of its stand-by arrangement with the IMF, the government 
will need to strictly limit credit to the public sector during 1992. At the 
same time, the USAID -- in diverting a significant portion of its existing 
portfolio to the NRP -- will no longer be providing support for other items in 
the GOES budget and generalized budget support will be reduced to an amount 
equivalent to about $10 million in 1992. The GOES will thus need to find 
additional revenues to support these activities, discontinue them or reduce 
their scope, or shift resources from other parts of the budget. 

Some of these fiscal pressures will continue beyond 1992. The military 
domobilization program, and the severance payments associated with it, will 
continue through 1993. Also, the shift in AID resources from non-NRP to NRP 
activities will have budgetary implications in 1993 and 1994 similar to those 
in 1992. 

At the same time, the coming of peace has created hopes for significant 
increases in public investment and an expansion of social services to achieve 

' 

a sustained, broadly-based economic recovery that will help secure the peace 
and strengthen democratic development. To a large extent, such increases will 
have to be financed by external sources. With the signing of the formal 
cease-fire, additional resources are likely to be forthcoming from the 



international financial institutions and other donors. However, due to the 
long lead times for much of this assistance, little additional funding from 
these sources can be expected until 1993. 

The expansion of social services and of physical infrastructure will 
create recurrent cost obligations that the GOES will need to finance with its 
own resources. The steady rise expected in GOES fiscal revenues will go to a 
large extent for these purposes. As a result, the fiscal deficit is not 
expected to be eliminated entirely during the NRP period, and holding it down 
to an average of about 2% -- with no domestic financing -- will be a major 
challenge requiring continued fiscal and monetary discipline. Therefore, 
while the Mission will encourage the GOES to make significant contributions of 
its orm to the NRP, it realizes that GOES fiscal capabilities will be limited, 
espocially in the early years of the NRP. Further economic analysis of the 
proposed project is included in Annex IV. 

A. GOAL AND PURPOSE STAT- 

The - of this five-year Project is to support El Salvador's National 
Reconstruction Plan in consolidating the peace process, helping resolve, 
societal unrest, and sowing the seeds for future growth with equity and strong 
democracy. The puruose of the Project is to promote the economic and social 
reactivation of the conflictive zones by restoring infrastructure and access 
to basic services, and assisting the democratic reintegration of their 
population. 

Project assistance will contribute to an end-of-project-status in the 
conflictive zones characterized by: restored health and education facilities 
serving the population; reduced infant mortality rates: a higher percentage of 
land in production: a greater percentage of eligible voters who have carnets 
to enable participation in local and national elections: open town meetings 
being held and people participating; an increased number of municipalities 
participating in the Municipalities in Action (MEA) program; a decline in 
out-migration: a significant increase in permanent employment opportunities: 
and per capita incomes approximating national levels. 

Specific outputs of the Project will include: (1) restored access to 
basic services (electricity hook-ups, health posts, schools, roads): ( 2 )  an 
expanded capacity of factors of production (land, labor, capital) to respond 
to economic opportunities in the conflictive zones (people trained and 
subsequently finding productive employment, village banks started, productive 
credit made available, land purchases financed, land titles issued, temporary 
jobs created under the MEA program): (3) repair and restoration of electricity 
and transgortation networks essential to national recovery$ and (4) 
local-level democratic institutions established and civic participation 
enhanced (e.g. percentage of eligible persons on voter registration roles 
incrleased, municipalities holding open town meetings, PVOs channeling 
resources in the conflictive zones). 



Consistent with the objectives of the NRP, the Project will direct 
assistance towards a target group comprised of nearly 800,000 inhabitants of 
the conflictive zones, which include a total of 99 municipalities. This 
target group includes: (a) ex-combatants from both sides in the conflict] 
(b) displaced persons; (c) repatriated persons; and (d) those inhabitants of 
zones most affected by conflict. 

Immediately after the war, there will be about 6,000 ESAF ex-combatants 
and about 5,500 from the FMLN. The ESAF numbers will increase per the 
scheduled reduction included in the Peace Accord. Tile current estimate of 
displaced persons is approximately 38,000. The repatriated population, 
comprised mainly of exiles returning to the countzy from refugee camps along 
the Honduran border, is currently estimated to be 30,000. According to the 
U.N. High Commission for Refugees (UNHCR), there are approximately 25,500 
registered Salvadoran refugees living in other Central American countries and 
Mexico. The majority of these refugees have been living individuaily Qr in 
cooperative groups for some 10 years. It is estimated that approximately 
8,500 refugees of this total will return to El Salvador. 

C. DESCRIPTION 

The Project consists of the following major components: 

1) Imnetliate Conflictive Zone Relief - Humanitarian relief/safety net 
assistance, documentation for repatriates and displaced persons, and a public 
awareness initiative to reduce the number of accidents from explosives in 
conflictive areas: 2) Assistance to Ex-Combatants - consisting of 
social/economic reintegration counseling and university scholarships; 3) 
Social and Economic Reactivation in the Conflictive Zones - Municipalities In 
Action Program, restoration of health and education services, and productive 
enterprise development -- including investment promotion, micro-enterprise, 
small business and agricultural credit programs and vocational/technical 
training for ex-combatants as well as the conflictive zone population in 
general): 4) Land Transfer Mechanisms - assistance for purchase of land, 
titling and gaining membership to agricultural cooperatives: 5) Infrastructure 
Service Restoration - feasibility studies, emergency repair programs, and 
infrastructure reconstruction and restoiationt and 6) Program 
AuUitIManagement. Other programs (such as U.S. support to UN peacekeeping 
operations, possible assistance to the National Commission for the 
Consolidation of Peace - COPAZ - and to the new civilian police force, and 
targeted USIA programming) will require additional USG resources and would not 
be administered by USAID. 

1. m d i -  C o ~ c t i v e  Zone R e M  . . 

Activities to be supported under this ' component will begin 
immediately or as soon after the signing of the Peace Accord as possible and 
draw upon $4.0 million in financing prepositioned by USAID from its existing 
program. Specific activities i!:icluded under this component are as follows: 



(a) Doctamentation 

Tens of thousands of civilians in the conflictive oones, primarily 
repatriates and displaced persons, do not have a a, the basic government 
document which identifies an individual as a citiaen of El Balvador. Without 
a -0 or personal identification card, international travel, voting 
rights, access to certain government service8 and other civil rights are 
denied. Technical assistance to the municipalities in documentation 
requirements will be complemented by the provision of office equipment and 
supplies and additional resources for salaries of short-term personnel. 
ESF-generated local currencies have been programmed for this purpose and will 
be administered by ISDEM and the SRN. 

(b) Food Distribution 

During the initial period of resettlement, many displaced and 
repatriated families will lack resources for food until they have their first 
agricultural harvest or are otherwise economically productive. Limited food 
assistance will only be a temporary stop-gap assistance program. Logistic 
support for food distribution (with food donated by the World Food Program) 
will be provided under USAIDOs Displaced Persons Project. Food assistance 
will also be included within a basic humanitarian assistance "safety net" 
package administered by a variety of PVOs as described under activity (d) 
be low. 

(c) Health Services Delivery 

The importance of a rapid and efficient delivery of medicines and 
basic health services to the target population upon the cease-fire cannot be 
overemphasized. The Ministry of Health will staff and stock health centers 
with necessary medicines and emergency medical suppliers using existing 
USAID-supported project funds. Health facilities in the conflictive zones 
have been neglected and have deteriorated substantially during the period of 
hostilities. Under this component, those health facilities which do not need 
repair or reconstruction can be reequipped and resupplied under USAID0s Health 
System Support Project (APSISA), 519-0308, with the Ministry of Health. This 
assistance will be complemented by basic health services to be provided under 
the USAID-supported Displaced Persons Project. 

(d) PVO Support 

Utilizing existing agreements with private voluntary organizations 
(PVOs ) , the ~ i s ~ l a c e d  Persons Project will extend humanitarian assistance as 
needed by means of a "safety net" as well as reintegration projects which, in 
addition to food and health services, provide short-term special assistance 
such as minimum shelter, temporary employment, productive projects and 
agricultural inputs. This range of short-term assistance has to date 
successfully enabled thousands of displaced families to become economically 
reintegrated into Salvadoran society. In addition to PVOs currently active 
under this project, it is anticipated that other PVOs, including ones 
acceptable to the FMLN, will participate in this immediate relief process. 



(e) Land Mine Public Awarenoem CampaEgn 

A critical need upon signature of a cease-fire agreemeut rill be to 
minimize the haaard presentsd by thousands of land mines and unexploded 
ordnance scattered throughout the conflictive aonee. The temporary 
dislocation of persons involved in the demobilization process, aa well as the 
thousands of displaced persons wishing to return to their hoaes located in the 
conflictive oones, will be affected by this haaard. Neither the ESAF nor the 
FMLN have maps which show with precision where these devices are located, and 
it may take years for the military or national police to find and destroy them. 

To reduce the number of accidents to returnees and to comp1,erflent the 
work of authorities responsible for detecting and eliminating such explosives, 
a public awareness campaign will be indispensable. The objective of this 
campaign, accomplished through the dissemination of pamphlets, posters, 
newspaper articles, and radio broadcants, will be to educate the general 
public, especially those returning to the conflictive zones, on the 
identification of land mines and other ordnance and to have them report them 
to the authorities. 

Immediate funding for a comprehensive GOES mine awareness campaign 
will be provided under the ongoing Displaced Persons Project (519-0281) and 
will include the production of electronic media spots, newspaper ads, posters, 
pamphlets, and so on. ESF-generated local currencies will be programmed to 
assist in financing the implementation of this public awareness campaign. 

(f) Socio-demographic Profiles 

In order to gain a more precise understanding of the needs of the 
target population in the conflictive zones, the GOES, with technical 
assistance provided under the Displaced Persons Project, is designing a 
socio-demographic profile analysis which will be undertaken during the first 
several weeks following the signing of the Peace Accord. This analysis will 
serve as a useful input to refining the NRP and improving the design and 
targeting of assistance to be provided during the reconstruction effort. In 
addition, it will establish necessary baseline data upon which an 
evaluation/monitoring system can be structured to establish indicators and 
measure progress towards achievement of National Reconstruction objectives. 
These profiles will also complement national household survey data in 
assessing the social and economic reactivation of the conflictive zones 
vis-a-vis the rest of the country. ESF-generated local currencies have been 
programmed to assist the GOES in undertaking these profiles and establishing a 
program evaluation and monitoring system, with technical assistance to be 
provided under the Displaced Persons project. 

(g) SRN Administrative Expenses 

As described more fully in the institutional analysis (Annex VI), 
the SRN will require a limited amount of budget support and technical 
assistance in order to undertake the full range of program coordination, 
management and monitoring roles it has been assigned. Short- and long-term 
technical assistance costs will be financed under USAID's Technical Support, 



Policy Analyeis and Training (519-03491, and the Displaced Families projects 
(519-0281). ESF-generated local currctncfss have been programmed to cover a 
range of expenses including offic~ svpplieo and equipment, vehicles, and 
personnel costs. 

With the signing of the Peace Accord, thousands of ex-combatants 
from both sides will be thrust into civilian life with few resources and 
inadequate preparation to enable them to become responsible, productive 
citizens. (For purposes of this document, an "ex-combatantw is defined as a 
demobiliaed soldier who wan in full-time service on February 1, 1992 - the 
beginning of the cease-fire.) The universe of potential ex-combatants is not 
difficult to define. It is difficult, however, to prsdict precisely the 
extent to which either group will want or need assistance and the level of 
demand for each specific type of assistance. Project estimates have been 
developed with a good measure of flexibility so as to best respond to 
reintegration needs as the demand for each specific option is determined. 

Immediately after the war, there will be about 6,000 ESAF 
ex-combatants and about 5,500 from the FMLN. The soldiers are young (15-24 
years), mostly from rural backgrounds, and have low literacy levels. In the 
first few months after the war, it is estimated that assistance will be sought 
by 7,000 ex-combatants. Difficulties associated with reintegration will vary 
depending on whether the ex-combatant was an officer or an enlisted person. 
ESAF enlistment is only for two years, and a'large part of the army is 
demobilizing normally every year, i.e. about 17,000 soldiers, without any 
great social disruption. ESAF officers, however, have had reasonable 
assurance of a secure thirty-year career with progressive advancement. To 
partially address this situation, the Peace Accords provide for the GOES to 
issue severance payments equivalent to one year's salary and a staggered ESAF 
reduction scheduled over 22 months. FMLN officers are similar to their ESAF 
counterparts in that they generally have a higher academic education than 
enlisted personnel and have received military training in socialist 
countries. Having been in the hills fighting for so many years, their 
reintegration will be particularly difficult. They will mistrust society and 
many mainstream Salvadorans will view the FMLN officers with great bitterness. 

For the majority of ex-combatants, after basic security guarantees 
and documentation needs are met, gainful employment will be the most important 
catalyst for a s'l~ccessful return to civilian life. Experiences in other 
countries indicate that the particularly disruptive period following a 
cease-fire requires specialized programs for those who cannot readily re-enter 
society gainfully. This is especially true for those choosing to reside in 
the conflictive zones, which have suffered the most intense effects of the war 
and have not benefitted from the country's economic revival in recent years. 

A variety of means to facilitate ex-combatants* reintegration have 
been identified, including short-term (three to six months) labor-intensive 
public works projects, short- and long-term vocational/technical training, 
agricultural starter packages, job placement services, small and 
micro-enterprise credit and technical assistance, and agricultural credit and 



technical assistance. These activities will be offered to the general 
population in the conflictive rones as wall as to ax-aombatants, and are 
described more fully below under component C (Social and Economic Reactivation 
in the Conflictive Zones). The services to ba provided exclusively for 

' ax-combatants under this component include social/economic reintegration 
counseling and university scholarships. Total funding requirements for this 
component amount to $8.0 million. 

Social/Bconomic Reintegration Counselling 

As part of the demobilisation process, ex-combatantp Will be given 
counseling aimed at providing them with coping skills necessary to begin their 
transition to civilian life. Counseling will feature guidance on such basic 
tasks as finding a place to live, applying for a job, setting up a small 
business, applying for a loan, and so on. A range of skills and information 
to accelerate the reintegration process will be included. Ex-combatants will 
also be provided with written information on what benefits are available and 
how to avail themselves of them. This $500,000 activity will be addressed by 
a PVO under the Displaced Families Project with existing funds. 

University Scholarahips 

The Peace Accord calls for a reduction in force of the ESAF officer 
corps, as well as disbanding of the FMLN's. All disbanded officers, both ESAF 
and FMLN, will be eligible for an up-to-five-year scholarship at a local 
university. This benefit will include tuition, books and a modest living 
allowance over the five-year period. To be selected for the scholarship, a 
one-time GI bill, the former officer must have a minimum of four years of 
service and mirst meet academic eligibility criteria. 

No funding exists in the ongoing USG assistance program for this 
scholarship program. Additional resources, possibly converted Foreign 
Military Fund (FMF) resources, will be required. We are presently budgeting 
$7.5 million for this component. This amount is an estimate which depends 
upon the number of officers who would choose the five-year university academic 
program rather than one of the other assistance programs open to them (e.g., 
technical training, business training, small business credit, credit for land 
purchase/agricultural activities, etc.). A/ 

3. Social and Ecpnomic Reactivation ip_=-ctive 

To achieve a successful reintegration of the inhabitants of the 
conflictive zones, ex-combatants, and repatriates, a comprehensive approach to 
social and economic reactivation is required. The key elements of this 
approach, which will be supported by $157 million in USG assistance are: (a) 
Community Infrastructure/Short-term Employment via the Municipalities in 
Action (MEA) Program; (b) Health and Education Services$ and (c) Productive 
Enterprise Development. 

I/ These estimates are based on 900 scholarships at a cost per student of 
approximately $8,300 (annual tuition of $400 and a monthly basic 
maintenance allowance of $140). 



(a) Muniaipslitiom in Aation 

Tho Municipalities in Aation (MEA) program is one of the 
aentorpieaes of USQ support for the Wational Reconstruation Plan. The MEA 
program addreares immediate local, small-saale infrastructure construction 
needs at the municipal level, ar identified by the aommunities themselves. It 
also creates employment opportunities in the aonfliative sones. In terms of 
helping to ensure the long-term prospects of peace, the opportunity for 
ex-FMLN to participate in a grass-roots, democratic process is probably the 
most important benefit of this program. 

An August 1990 impact evaluation of this program found: "Basic 
changes in beneficiary attitudes have occurred since 1988. There Ps a rapidly 
growing level of community participation,... an emerging sense of local 
control over the community's OM affaira, and growing evidence of an ability 
to hold local and national officials accountable to the poople." Due to GOES 
fiscal deficit problems, however, the MEA program is experiencing funding 
shortfalls and cutbacks. One of the highest-priority activities for the 
National Reconstruction Plan is to implement MRA over the five-year recovery 
period. Years one through three will be funded at a level of $20 million per 
year, whereas years four and five will include a phase-down of AID funding 
($12.5 million in year four and $10 million in year five). This phase-down is 
intended to encourage the GOES to incorporate the MEA program into its budget 
as its fiscal situation improves, to encourage increased generation of 
revenues within the municipalities, and to allow for other donor support tor 
this program in the later stages of NRP implementation. 

With the help of SRN and the mayors, the initial needs of the 
inhabitants in 80 of the 99 municipalities in the conflictive zones have 
already been determined through open town meetings. In those cases, at least 
one project per municipality has been prepared for immediate contracting. 
Needs in the remaining areas will be established as soon as access can be 
gained. Experience under the MEA program indicates that the needs for basic 
infrastructure expressed by local citizens are very similar throughout the 
country (more than 620 open town meetings with more than 150,000 participants 
have been held each year to establish municipal priorities). A USAID-funded 
report on infrastructure requirements developed long lists of relatively 
simple, but locally important, basic infrastructure needs reflecting the years 
during which limited, if any, investment was made. 

Essential recovery plan requirements include health and education 
servicesz water supplyz and road and bridge access between cantons, cantons 
and municipal centers, and municipal centers and the national road network. 
Construction projects necessary to provide these services will be accomplished 
under the MEA program as long as the project size and scope fall within 
municipalities' capabilities. Larger projects will be executed by national 
authorities, either under force account or through contracts. 

Initial needs identified by USAID-funded consultants include over 
$130 million in small-scale infrastructure projects for implementation by 
municipalities. The proposed USG assistance package includes $82.5 million 
for this purpose over five years. MEA experience has demonstrated a capacity 
by individual municipality to efficiently manage between $2000000 and $30Q,000 
per year. 



At the same time as intensified MEA activities are being targeted in 
the ex-conflictive aones, regular MEA activities throughout the country will 
be continued at normal levels so that equity is maintained. In order to 
institutionaliae the benefits emanating from this program for the long term, 
GOES reform measures will be supported during this timeframe to begin shifting 
financial support for municipalities to the GOES* own rssources, @ither as a 
central transfer, or--more likely--by establisliing a property tax system the 
revenues of which would remain at, or be reallocated to, the municipalities. 
These domestic resources should be on line before the end of the Project and 
will be complemented by the planned FY 93 Municipal Development Project. Thin 
new project will strongthen institutional reforms and further deepen the 
municipalities* ability to generate resources locally and lessen their 
dependency on central government transfers and donor resources. 

(b) Health and Education Servfces 

USG-assisted programs to support the restoration of vital health and 
education eervices to the conflictive zones include: a vaccination campaign: 
maternal health and child survival interventions: equipping/supplying health 
aervice facilities and schools; rehabilitation of the physically, mentally and 
sensorially handicapped: the provision of prosthetics, orthotics and auxiliary 
equipment for those physically handicapped by the war; and helping the GOES 
meet its education staffing needs over the first two years of the national 
recovery period. 

A series of three immunization campaigns will be necessary in the 
conflictive zones to protect children under five years of age from 
immuno-preventive diseases. The Ministry of Health, which estimates that 
there are approximately 70,000 such children, will conduct these immunization 
campaigns as well as stock 22 reopened health units and posts with necessary 
supplies, equipment and medicines. It is estimated that 83 new health service 
providers will be needed to reopen clinics closed in the conflictive areas 
over the past 12 years and to promote the Ministry's preventive health care 
programs in rural communities that long have been underserved. 

The MOH has plans to add a total of 500 new promoters this year, 150 
of which have been trzinea under the USAID-supported Health Systems Support 
Project. Maternal health and child survival activities will be expanded to 
permit private voluntary organizations to provide the following 
community-level activities in the conflictive zones: (a) extension of basic 
health services to communities identified as high risk by the Ministry of 
Health; (b) maternal/child health service delivery with a specific focus upon 
prenatal and perinatal cars, diarrheal disease, respiratory infections, 
nutrition education, and immunizations: (c) training of community health 
promoters and traditional birth attendants: and (d) preventive health care 
education at the community level. 

The Teleton Pro-Rehabilitation Foundation (FUNTER), a private 
voluntary organization, is providing, with USAID support, improved 
rehabilitation services to civilian amputees via a modern prosthetic 
laboratory. These services, plus prosthetic technician training and medical 
and social services including complementary psychological and physical 
therapy, will be expanded under the National Reconstruction Plan. 



The Ministry of Education will require support in reopening the over 
550 schools which have been closed because of the conflict. As is the case 
with health services, USG support for equipping schools, purchasing supplies, 
and hiring teachers is only a fraction of the total estimated cost included in 
the GOES National Reconstruction Plan. USG resources will fill an important 
gap at the initiation of the recovery period and until other donor support 
and/or the national budget can be activated to' uddress these critical 
requirements. 

In accordance with the GOES National Reconstruction Plan, we have 
allowed flexibility under this component for the expanded involvement of PVOs 
in related social/comunity development services to further facilitate the 
reintegration process. Funding is proposed for responding to unsolicited 
proposals which complement the various activities described above. 

Without additional resources, our assistance would have to be 
limited to the most acute war-related needs while such needs as equipping and 
supplying schools and health facilities in conflictive aones could have to be 
delayed until such time as the Ministries of Health and  ducati ion are able to 
expand their services from their own restricted resources, or until other 
donors could provide such services. 

(c) Productive Enterprise Development 

The onset of peace will present a new set of challenges, especially 
with respect to the creation of new job opportunities and the need to enhance 
the ability of ex-combatants, repatriates and others affected in the 
conflictive zones to offer marketable skills. The most efficient way to 
achieve this objective is through appropriate short-term vocational training 
with existing institutions. Both public and private institutions offer a wide 
range of training courses from which beneficiaries can choose. It is 
expected, however, that popular courses would include carpentry, machinery 
repair and operation, sewing, electricity, data processing, basic business 
administration, and auto mechanics. Participation would be funded for up to 
three months, during which time the participant would receive a modest living 
allowance. CONARA and the Private Voluntary Foundation of Entrepreneurs for 
Educational Development (FEPADE) would identify appropriate training 
institutions for the participants and manage the activity. For eligible 
candidates, funds will also be provided for up to two years of full-time 
vocational (technical degree) studies, including tuition, books and a small 
living allowance. An important complement to this training will be a job 
placement program designed with private sector involvement. FEPADE has an 
excellent track record in job placement for trainees under its normal programs. 

To complement vocational/technical training, tools and supplies will 
be provided to the trainees to further assist their transition to gainful 
employment. For those individuals in the repatriate and displaced-person 
communities who decide to farm for a living, agricultural starter packages 
containing seeds, fertilizers, EPA-approved pest control applications, and 
basic farming tools will be distributed. Expanded agricultural credit and 
technical assistance programs will be directed toward the conflictive zones 
through the Agricultural Bank (BFA) and the national credit union federation 
(FEDECCREDITO). 



An estimated total of $5.0 million will be available for this 
purpose from reflows under the Agrarian Reform Sector Financing (519-0307) 
project. These funds plus $10 million in new resources provided by the 

. project will help address approximately 20 percent of the identified 
agricultural credit demand in the former conflictive oones. 

Microenterprise programs in the target areas will also be expanded 
utilizing PVOs with which the USAID development assistance program has had 
experience in recent years. The village bonk concept, while still new, is 
very promising. Village banks are relatively simple to initiate and, by 
targeting women directly, offer collateral benefits in terms 'of family health 
and nutrition improvement as well as increased incomes. Successful 
microenterprise programs being supported by USAID combine credit access with 
training and on-site technical assistance in business start-up, financial 
management, business plan development, organizational management and 
marketing. Since many ex-combatants, in particular, may choose to start their 
own businesses, access to programs that offer credit and training is important. 

Under the existing USAID program, a variety of credit programs 
covering small business and agribusiness ventures are available nation-wide. 
Approximately $10 million in resources available under these credit lines have 
been included in the Project budget for eligible projects in the conflictive 
zones. A special promotional effort will be conducted to advise residents of 
the conflictive zones of these opportunities and how to access them. Working 
through the Salvadoran Foundation for Economic Development (FUSADES), studies 
will be conducted on how to improve the investment climate in the conflictive 
zones and appropriate investment promotion activities necessary to generate 
new productive employment opportunities will be undertaken, using resources 
available under the Industrial Stabilization Recovery Project (519-0287). 
Assistance will also be provided to the GOES in preparing loan requests for 
productive credit programs to the other major donors. 

AID-supported credit lines include the following: 

Agribusiness Development 

A $10.0 million credit line through FUSADES was established to 
support the increased production and export of non-traditional agricultural 
products. This fund is fully available for eligible projects nationwide. 

Small Enterprise Program 

This program is being implemented by FUSADES' Program for Small and 
Micro Enterprises (PROPEMI). Under AID Project No. 519-0304, $4.5 million was 
provided to increase profitability and promote the expansion of small 
enterprises. Although the project ends in August 1992, AID resources have 
been fully disbursed, and PROPEMI uses its reflows to continue the lending 
activities. PROPEMI provides its services nationwide through its offices in 
Santa Ana and San Miguel. A follow-on AID project to expand PROPEMI is 
currently being planned for FY 93. It is expected that this project will 
specifically target new activities in the conflictive zones, and a total of $2 
million in credit has been budgeted for this purpose. 



Land reform has been associated with the armed conflict since its 
inception, albeit in contradictory ways. Initially opposed by the FMLN as a 
"counterinsurgency action," and by the right as a violation of property rights 
and threat to the oligarchy, agrarian reform later became a guerrilla rallying 
cry and was an important part of the Peace Accord. The FMI;N's desire to 
retain control of land in conflictive zones occupied by its sympathizers 
during the war was met by GOES agreement to "honor present land possession 
arrangements in conflictive zones until legal land tenure could be 
established." The GOES promised to finance land on behalf of those occupying 
them in FMLN base areas or relocate occupants if landowners refused to sell. 
The FMLN agreed to provide an inventory of lands its supporters claim within 
20 days of the signature of the accords, and the GOES promised to legalize the 
status of these lands within six months, including the provision of titles. 
It is believed that FMLW communities will seek to preserve the communal 
production schemes on these lands in order to maintain political support for 
the FMLN. 

Even though both sides have committed themselves to a solution of 
the issue of occupied lands within a six-month time frame, it is highly 
unlikely that this will take place. After the FMLN has provided the GOES with 
a list and map of the land held by their followers within 20 days of the 
signing of the Peace, the GOES would then have to verify the list, negotiate 
with landowners, purchase the properties (if.possible), and issue titles 
within what amounts to five months. Our experience under the Agrarian Reform 
Project would indicate that this process will take a minimum of 18 months if 
everything works smoothly--which it rarely does. 

The GOES has also agreed to accelerate voluntary land transfers to 
small farmers through the Land Bank and other mechanisms, and enforce 
constitutional requirements to distribute what little land remains in plots 
larger than the Phase I1 limit (245 hectares). The GOES promised to respect 
the July 3, 1991, agreement between the GOES and small-farmer organizations 
allowing those who illegally occupied lands before that date to remain on the 
land. The GOES will also ensure that availability of credit and the inclusion 
of representative small farmer organizations in the design and implementation 
of agricultural credit programs. COPAZ will form a commission to monitor 
these agreements, confirm claims to land in conflictive zones, and arbitrate 
between claimants and landlords. 

20 address this issue, the National Reconstruction Plan will 
provide, where possible, assistance through existing GOES entities to provide 
land to, or credit for the purchase of land by0 repatriated families and 
ex-combatants. The institutions which will receive direct assistance are the 
Land Bank, the Institute for Agrarian Transformation (ISTA), the Land Registry 
Office (RPRH) and the National Geographic Institute (IGN). The Project has 
budgeted $15 million for these activities. 

The Land Bank will be the institution primarily responsible for 
financing land in the vicinity of the repatriated villages. Under normal 
circumstances, the Land Bank acts only as a financing agent. That is, when 
the buyer and seller have agreed upon the terms of the transfer and the 
transaction meets the criteria, the Land Bank then provides credit. Under the 
National Reconstruction Plan, however, the Land Bank will take a more 
proactive role, identifying poperties and property owners and actively 
negotiating with them on behalf of the beneficiaries. 



Many commercial banks hold large parcels of privately-owned land as 
collateral for unpaid loans. Local banking laws prevent those lien holders 
from dividing the property and selling it to a number of different owners. In 
these cases, before taking title to the land, the Land Bank will survey the 
land, divide it into reasonable parcels that can be purchased by 
ex-combatants, small farmers, and the displaced, and have identified buyers 
for each specific sublot. When it takes title, the Land Bank will, in the 
same time frame, sell the land in return for a signed mortgage agreement. The 
Land Bank is acting essentially as the financing agent for the purchase. It 
will hold parcels only for whatever time period may be necessary to complete 
the sale transaction. This process ia simply another way to make lanA 
available to the landless ,and to permit the Land Bank to ultimately finance 
the purchase of land that could not otherwise be bought by the target 
population. 

It is estimated thst there are approximately 8,000 families (40,000 
people) currently settled on 'and which they may wish to purchasg. Recent 
research shows that the cost ~f the land will be about $1,300-$1,400 per 
family plus an additional $1:0 per family for surveying and registering the 
land. In addition to fundinc; for credit, the Land Bank will require a modest 
amount of funding for office equipment and vehicles to handle the increased 
workload. 

ISTA has in its possession several abandoned Phase I cooperatives 
which could be used to provide land to ex-combatants and repatriated 
families. It may also be possible to place some of the target group on 
existing cooperatives which have excess land in relation to the number of 
members. ISTA will be responsible for identifying cooperatives and carrying 
out the legal processes necessary to transfer abandoned properties to the 
target group. Where necessary, it also will negotiate with existing 
cooperative members to allow ex-combatants or repatriated families to join 
their cooperatives. Funding would be provided to ISTA to finance surveying 
activities and to cover salaries and additional office and field equipment 
required to carry out this work. 

The RPRH is key to the successful transfer of land in El Salvador. 
This institution records the title transfer of all land sales, and no land 
transfer is legal if it is not registered in the RPRH. Based on USAID's 
experience with titling under Phases I and I11 of the agrarian reform, only 
limited financial assistance will be required to fund salaries and 
administrative costs of the RPRH to carry out titling activities. 

As the RPRH is key to legal titling, the IGN is key to providing 
cadastral information from which the land to be purchased or transferred can 
be legally identified, described and measured. The IGN could assist the Land 
Bank and ISTA in identifying properties and property owners, and in measuring 
the land and developing cadastral maps essential to the title registering 
process. The IGN would require financial assistance for additional personnel, 
mapping supplies, and office equipment. 

Peace will bring many benefits to El Salvador, but an end to the 
laland problem" is not one of them. Negotiated agreements will provide land to 
ex-combatants but leave tens of thousands of the rural poor still landless. 
Land in conflictive zones, including some not "claimed" by the FMLN, will be 
available for the first time, but there is simply not enough to go around. 



The conflictive zones will not eanily reenter Salvadoran society if 
infrastructure impediments are not overcome. A formidable barrier to 
reintegration, both physical and psychological, has been created due to more 
than $1.0 billion of direct damage to, or indirect neglect of, the country's 
public service infrastructure, including electric power, water supply, 
telecommunications, highways, bridges, railroad system, airports and 
seaports. The inability to quickly address these needs will not only 
reinforce the political fractionalization of the country and the deep distrust 
of the central government by residents of the conflictive zones, but it will 
also hinder social and economic reactivation. 

The Project will cover less than ten percent of the total financing 
needed to restore infrastructure services as identified in an AID-funded 
external consultant report. The major portion of infrastructure financing 
requirements must come from other donors. While our assistance will be 
essential if the GOES is to move quickly to meet the highest priority 
infrastructure needs, every effort must be made to encourage other donors, 
especially the multilateral development banks, to expedite their project 
preparation and review efforts. To that end, the Project will include two 
activities under this component designed specifically to address other donor 
concerns and facilitate a quick start-up of their programs: feasibility 
studies and institutional strengthening for the Directorate General of 
Reconstrrlction (DGR) . 

Feasibility Studies 

One method to facilitate other donor involvement will be to finance 
feasibility studies not only to justify programming decisions, but also to 
expedite the delivery of project assistance. To assure other donor acceptance 
of the studies, most will be carried out using host country contracting 
procedures, and the prospective other donor(s) will be invited to assist in 
developing, even writing, terms of reference and participating in proposal 
evaluations and progress reviews. Studies have been preliminarily identified 
for the following areas: transportation, power generation and transmission, 
secondary city water and wastewater systems (treatment, distribution and 
supply), and watershed management/siltation control (especially as it relates 
to hydroelectric energy reservoirs). 

The GOES and donors suffer from the lack of a recent comprehensive 
national transportation study to guide future investment decisions. In the 
absence of such a study, it is difficult to understand relative need and 
priority and allocate future resources among competing transport subsectors 
(e.g. roads, railways, seaports and airports). Such a study will need to 
review needs and options from both national and regional perspectives, 
evaluate present policies and institutional arrangements, and recommend 
appropriate changes after taking into account the potential for greater 
private sector participation. 

In addition to planned IBRD and IDB analyses of the power sector, 
the Project will fund studies of power generation and transmission needs and 
future interconnections with the Central American regional power grid. A 
total of $10 million is being budgeted for feasibility studies under this 
component, to be partially funded under the Public Services Improvement 
project (519-0320). 



Technical Assistance for the W R  

The main GOES infrastructure institutions lack the capacity to 
proces8,quickly and manage effectively a large program such as the NRP without 
massive outside technical assistance. In reviewing options for managing the 
infrastructure components of the NRP, the GOES in consultation with USAID 
selected the DGR as the most viable. Since its creation in 1987 to manage the 
government's earthquake reconstruction program, the DGR has developed a 
uniform and effective procedure for contract preparation, advertisement, 
evaluation, award and administration. 

The strengths of the DGR are in its ability to coordinate s large 
number of GOES entities in the realization of large, complex infrastructure 
development projects; its hierarchy within the government under the Ministry 
of Planning; the fact that it has developed uniform procedures which offer 
controls and accountability; and its capability to comply with USAID 
requirements. Its pereonnel are trained, in place, and its workload will soon 
begin to decrease as USAID's $100 million Earthquake Reconstructidn project 
nears completion. To date, the DGR has executed several hundred 
infrastructure projects, such as schools, markets, roads, bridges, hospitals, 
water, lighting and sewerage systems as well as orchestrated the urbanization 
and construction of several thousand houses. 

While USAID's experience with the DGR has been quite positive, the 
IBRD-financed element of the earthquake reconstruction program has suffered 
implementation delays. If other donors like the IBRD are to support the NRP 
in a significant way, they must be convinced that the DGR will ensure 
effective, prompt implementation of their infrastructure projects. 

In coming weeks, the GOES, together with IBRD and IDB consultants, 
will review USAIDos proposal for strengthening the DGR and jointly agree on 
the best approach for channeling external resources to address the 
infrastructure needs of the NRP. It is key that a GOES-major donor agreement 
be reached concerning the DGR prior to the Consultative Group meeting in early 
March. Informal contacts with IBRD and IDB staff suggest that both 
organizations will support USAID0s proposal. Project assistance for 
strengthening the DGR (more fully described in Annex VI) will concentrate on 
establishing a management unit within the directorate responsible for 
coordination with the respective line ministries and semi-autonomous public 
service entities, establishment of clear priorities, quality control, donor 
coordination and overall paper flow. Technical assistance, personnel costs 
and other related support costs are expected to total approximately $7.0 
million. Funding for dollar costs under this activity will come from the 
Project. A waiver of full and open competition is required in order to 
provide these services as quickly as possible and assist in expediting other 
donor decisions regarding support for the NRP. 

The focus of the Project's assistance for actual infrastructure 
service restoration will be on (1) emergency repair programs providing high 
visibility, high impact benefits in the target zones, including short-term 
employment generation; and (2) reconstruction and restoration of 
infrastructure inside and outside the conflictive zones. Priority attention 



will be given to activities that have been identified as high priority at 
municipal open town meetings, but which are beyond the scope and capacity of 
the MEA program. 

Emergency Repair Programs 

Facilities of all ayencies have suffered damage through the period 
of armed conflict. Some have been destroyed; others have deteriorated due to 
neglect and lack of repair. A major new construction effort will be required 
in all infrastructure sub-sectors, but of equal importance will be repair and 
performance of deferred maintenance on structures, utilities, roads and 
bridges. Following the cease-fire, accelerated repair and deferred 
maintenance programs by all the infrastructure agencies can have a high impact 
by putting additional people to work quickly: protecting existing investments 
from further deterioration$ training temporary employees in various skills; 
and improving services to the general public in the conflictive zones. The 
programs will begin immediately and run concurrently with reconstruction and 
restoration activities. 

All utilities and structures throughout the nation have suffered 
from severe war damage and deterioration. Thus emergency repair programs, 
such as those described below, can begin across the board immediately: 

-- Power generation, transmission and distribution systems have 
been prime targets of insurgent attacks and most repairs to date have been 
provisional. 

- - Rural roads of lower classification are known to be in 
deplorable condition. Many are on the national transport net. They are 
beyond the responsibility and capability of the municipalities to repair. 
Ministry of Public Works (MOP) department level engineers, however, can 
oversee their repair. 

-- Many telephone centers are damaged and out of service. These 
are in addition to those which require complete or major reconstruction due to 
sabotage damage. 

- - Rail lines need maintenance and repair because of repeated 
damage and the temporary nature of many repairs. 

-- Ports and airports, including small outlying fields, have 
suffered from damage and deferred maintenance. 

-- Many water systems have been damaged or have deteriorated as a 
consequence of the war and require early repair. They will need new and/or 
larger pumps and motors, leakage and lossen should be reduced, and inoperative 
valves replaced. Repairs to public water points should reduce waste and 
improve service. Rural hand pumps will invariably need to be replaced or 
repaired. 

-- Many medical and health facilities in the conflictive areas need 
roofs, windows, screens and repair. Some will need repairs to sanitary 
facilities and drainage. Many will need improved electrical systems. 



The Project will assist all infrastructure agencies in formulating, 
presenting and implementing creditable maintenance programs. A total of 1;lO.O 
million has been budgeted for this purpose, an initial portion of which cam 
begin with existing funds under the Public Services Improvement project 
(519-0320). 

fnfraatructure Reconstruction and Restoration 

The road, bridge, teleconununications, water and electric system 
reconstruction/restoration activities to be funded under this component have 
already been identified as priorities by the local people in open town 
meetings, but are beyond the purview of the MEA program. Work on these 
activities could begin quickly at the departmsntal level by MOP, the national 
electric utility (CEL), the National Water and Sewer Administration (ANDA), 
and the National Telecommunications Administration (ANTEL), 

Critical reconstruction and restoration of lower-level rural roads 
and bridges will require $5.0 million in Project financing. The 1991 
inventory of damaged infrastructure funded by USAID stated that of a total of 
2,400 kms. of roads in the conflictive zones, 800 kms. were in areas where 
security precautions did not permit a first-hand examination and another 500 
kms. were described as impassable. These roads require immediate attention 
and will not be included in the two IDB road projects which focus largely on 
areas outside the conflictive zones. The $5.0 million budgeted will permit 
the restoration of approximately 300 kms. of rural roads and a still 
unspecified number of bridges. 

In the target area of 99 municipalities, 57 telephone centers have 
been damaged or destroyed: 30 are closed due to damage caused by the conflict 
and 27 have had a minimum of service restored. The cost of reconstruction and 
repair has been estimated at not less than $24.0 million for modern equipment 
that is compatible with ANTEL's longer-term development plan. ANTEL proposes 
to perform essential maintenance on the partially restored systems and to 
install minimal new equipment in destroyed centers. In the current draft of 
the NRP, the GOES estimates that $9.7 million will be required to perform 
deferred maintenance and repairs. Under the Project, $6.0 million has been 
budgeted to expedite the repair and restoration of damaged switching and cable 
systems so that the availability and reliability of telephone service can be 
increased in the affected communities. 

The reconstruction and restoration of water and waste water systems 
and electric distribution systems have also been identified by the target 
municipalities as being of highest priority. The electric power grid has been 
attacked almost continuously during the past decade, with several lines cut 
and/or poles and towers destroyed in a single night on numerous occasions. 
Past USAID funding has helped finance the p~ovisional repair of electrical 
lines and spare parts to maintain the provision of this essential service. 
Most of these temporary repairs eventually must be replaced with permanent new 
construction. Under the NRP most reconstruction will be concentrated in areas 
that have been inaccessible. A few permanent repairs will be required outside 
the conflictive zones where damage has been so extensive as to create hazards 
to the public or an unacceptable level of service. Several badly overloaded 



substation8 also must be replaced or increased in capacity because of overload 
due to population growth and relocation of population. A total of $13.0 
million has been budgeted under the Project for electricity generation, 
transmitision and distribution system repair, reconstruction and restoration, 

ANDA and other water systems have suffered aerious damays during the 
years of civil atrife. In late 1990, the direct damago totalled $6.0 
million. However, the indirect damage because of lack of access to some areas 
and insufficient funds for mainte:aance and replacement, amounted to $52 
million. While ANDA has been ablle to restore some damaged systems, the 
condition of others was steadily growing worse. The Project budgets $5.0 
million for repair and reconstruction of water and waste water systems 
operated by ANDA in the smaller district towns. 

A total of $56.0 million for infrastructure service restoration is 
budgeted. Most of these funds will be committed in the first two to three 
years of the NRP and expended over the five-year implementation period, If 
additional funding were not made available for the Project, this component 
would have to be scaled back to $33.0 million, At this level of funding we 
could finance feasibility studies for other donors, help strengthen the DGR, 
and implement the emergency repair programs. Ot er repair and reconstruction 
activities would be entirely curtailed, except those to the telephone system. 

In order to adequately manage this.large and complex new project, 
the Mission is budgeting $10 million to provide for (a) additional FSN and US 
PSCs deemed essential to assist in the Mission's management of the Project, 
(b) three scheduled project evaluations, (c) audits of project activities and 
contracting for necessary financial management services from U.S. CPA 
affiliated firms, (d) short-term TA for special assignments and development of 
special studies and project monitoring instruments, and (e) staff and TA 
support to the SNR and SETEFE. 

a. Staffing: Many of the day-ta-day management activities for 
various project sub-components will be handled by existing staff in the 
respective technical offices. The diversity and complexity of the Project, 
however, will require that overall coordination and monitoring be assigned to 
a single management unit to ensure that the Project moves forward on schedule 
in an integrated and coordinated manner. Because of this and the increased 
size of the mission portfolio, a new division will be created. This division, 
the National Reconstruction Division (NRD), will be located in the Office of 
Infrastructure and Regional Development (IRD). It will be charged not only 
with overall NRP oversight and management, but also with the specific 
activities to be carried out under the Infrastructure Service Restoration 
component. While some existing staff from other divisions will be transferred 
to this new unit, additional FSN and US PSCs will be hired. 

b. Evaluations: This highly visible project will require more than 
the usual number of evaluations to keep the Project on track and identify 
existing or potential problems for correction. With this in mind, the Mission 
plans to conduct the first project evaluation 12 months after the start of the 



Project, a second evaluation 24 months after project start-up, and a final 
evaluation in early 1997. 

c. Auditst Under this sub-component, funding will be provided for 
project audits and technical assistance in the areas of financial management 
and associated administrative services for the Mission. 

Financial monitoring of the revenues and expenditures of the program 
will be done on a periodic basis through a series of reports which will be 
developed jointly by SETEFE, the SRN and USAID. 

Where necessary (i.9. new entities), USAID/El Salvador will conduct 
pro-award surveys of the proposed implementing entities, to assess their 
financial and administrative capabilities and related internal controls as is 
required by AID regulations. Should the revisw reveal any weaknesses, 
technical assistance will be provided to correct them in a timely manner. The 
assistance will be performed by a qualified local affiliate of a U.S. CPA firm, 

Because of the complexity as well as the number and variety of 
implementing entities involved in the Project, USAID will consider contracting 
for financial management services to include financial monitoring of 
transactions carried out by the implementing entities, technical assistance to 
upgrade capability where needed, and concurrent audits if deemed necessary. 
The services would be carried out by pre-qualified U.S. CPA affiliated firms. 
On a periodic basis, a complete financial audit will be conducted by external 
auditors affiliated with U.S. CPA firms using GAO standards. A 
R.1.G.-supervised non-federal audit may be conducted upon completion of the 
Project. 

d. Short-term Technical Assistance and Special Studies: In a 
project of this size and scope, it is essential that the Mission have both 
flexibility and a quick response capability in addressing problems or dealing 
with issues of a technical, management, administrative, or policy nature. For 
this reason, funding will be made available to provide for short-term TA to 
address specific issues or to develop identified special studies. 

e. Staff and Technical Assistance Support to the SNR and SETEFE: 
The GOES management and coordination of the $1 billion-plus National 
Reconstruction Plan will place major demands and responsibilities on the newly 
created Secretariat for National Reconstruction (SRN) and the Technical 
Secretariat for External Financing (SETEFE). GOES budgetary resources, 
already pressed to the limit, will be insufficient to adequately staff these 
two organizations to carry out their new mandates. This component of the 
Project, therefore, will provide funding for essential additional personnel as - -  
well as short-term technical assistance advisors in the two organizations. 
Among the types of long-term personnel and short-term advisors who will be 
required are professionals in the areas of management and administration, 
budget and finance, economics, management information systems, infrastructure 
development, community development, and community/ 
public relations. 



Other Programs 

Non-USAID, USG support may also be channeled to international 
agencies, other donors, the Department of Justice's International Criminal 
Investigative Training Assistance Program (ICITAP) and other activities which 
would not be administered directly by the USAID Mission in El Salvador. 
Support for the creation of the new National Civil Police under separate 
civilian control, disarming and documentation cbrtification of the 
ex-combatants, assistance to COPAZ (the National Commission for the 
Consolidation of Peace established by the Geptember New York Agreement to 
oversee implementation of all political agreements) and support to the U.N. 
for monitoring the demobilization process represent only some of the possible 
areas requiring USG support. At a minimum, it is anticipated that USG support 
for these program 8hould be budgeted at $120 million. The fluid nature of 
the negotiation process and an immediate po,stwar period of uncertainty argue 
for an openness to bridging critical gaps e1or.g the road to a sustainable 
peace. 

Assistance to the Hew Civilian Police lrorce 

The Peace Accord endorses a very ambitious UN plan to create a new 
6,000-man National Civilian Police within two years. Costs for training 100 
police trainers and facilities alone are likely to exceed $50 million. 
STATE/ARA estimates that the U.S. portion of this training through ICITAP will 
probably cost about $20 million. Broad legislative authority may be required 
to permit ICITAP to provide this assistance. Both the Spanish and Venezuelan 
governments have also demonstrated interest in providing assistance. 

D. DETERMINATION OF FUNDING REQUIRKMENTS 

The $250 million funding level proposed herein is the result of an 
in-depth and comprehensive exercise building from the ground up. The 
respective levels for the various activities were derived from extensive 
discussions and/or working groups involving key policy and technical level 
elements of the US Mission in El Salvador, representatives of the GOES, PVOs, 
members of the target beneficiary communities, officials of USG agencies in 
Washington, staff of multilateral organizations, and senior members of the 
organizations and respective governments involved with postwar reconstruction 
and reintegration in Nicaragua and Colombia. Principal documents and analyses 
utilized throughout this process included the GOES "Plan for National 
Reconstruction", the US Mission's "Ex-Combatant Strategy", the USAID-funded 
consultants report on postwar "Infrastructure Restoration/Reconstruction", the 
Creative Associates report entitled "Program Options for Reintegrating 
Ex-Combatants Civilian Life", and a number of USAID Project Papers, project 
evaluations and related documentation. 

The first step in the design process was to study the GOES Plan for 
N~tional Reconstruction with a view to answering a number of important 
questions. For exan,~le, of the activities proposed in the GOES Plan, which 
were most critical to help ensure a long-term peace after a final accord was 
signed? Of those activities, which were most urgent, i.e., likely to be 
essential before other donors could mobilize resources? Which GOES agencies, 



othar donor organizations, and PVOs wesat most capable and interested in 
carrying out reconstruction activities? What was the absorptive capacity 
(ours, GOES agencies, PVOs, private rector, othar donors) to carry out the 
proposed activities and over what period of time given our, and others', 
experience with ongoing projects? Which of those activities proposed by the 
GOES were truly of a reconstruction/reconciliation nature directly related to 
the effects of the war which we should support in our reconrtruction 
activities and which should more appropriately be considered a part of the 
National Development Strategy, major elements of which we are supporting in 
our ongoing program? 

Having considered and answered most of these and other questions, a 
thorough review of our entire ongoing project portfolio was conducted to 
determine what resources could be made available for reconstruction 
activities. Taking the answers to the foregoing questions into account, $35 
million was identified within ten projects of our existing and planned 
portfolio to be made available for the reconstruction effort (see listing 
below). While this level arguably could have been somewhat higher, it is not 
for two major reasons. First, the ten projects identified have elements which 
are either identical or very similar to various activities proposed in the 
NRP. Furthermore, either uncommitted funding is available or geographic 
reprogramming of activities--where necessary--would not entail extraordinary 
time or effort to rapidly initiate reconstruction activities directed at the 
target population or in the target zones. The importance of being able to 
initiate selected activities in the shortest time possible in order to quickly 
establish credibility among the target population and set the framework 
necessary to achieve the dosired longer-range impacts of peace and 
reconciliation cannot he emphasized too strongly. Each of the aforementioned 
ten projects permits just such a rapid delivery capability. To make funding 
available from other than these ten projects would, in the majority of 
instances, necessitate major amendments to eithar Project Papers, Agreements 
and/or Funding Authorizations, thus resulting in a significantly longer 
response time. Secondly, while making every reasonable effort to utilize 
existing project funding to support the NRP, the Mission feels it would not be 
responsible to qo so f a r  as to seriously disrupt or jeopardize our long-term, 
country-wide deveioprnsnt program and, in so doing, rob Peter to pay Paul. 

Once existing project resources were identified, a review of our ESF 
local currency and projectized ESF funding was undertaken to determine what 
could be made available for reconstruction efforts. In this exercise, one of 
the factors taken into account was to determine the maximum amount which could 
be made available without extremely serious disruption to our ongoing, and 
developmentally critical, policy reform efforts. This review identified $35 
million in ESF-generated local currency and $80 million in projectized ESF 
funds which could be made available for essential reconstruction over the next 
several years, without serious damage to our policy reform program or ongoing 
projects which depend upon ESF-generated local currencies for a significant 
portion of host country contributions. 



Project 
Number 

519-0287 
PROPOSED 
PROPOSED 

lourcea 
Title 

Health and Jobs for Dirplaced Families 
Health Gyrtemr Support 
Training for Productivity Competitiveness 
Public Services Improvement 
Strengthening of Rehabilitation Services 
Education Quality Enhancement 
CA Rural Electrification Support 
Ongoing Credit Linns * 
Industrial Stabilization Recovery 
Small Enterprise Support 
Training for Productivity and 
Competitiveness LI 

Amount 

TOTAL 35.0 

* This includes existing credit lines for micro and small enterprise 
development under the Small and Microenterprise Program (519-0304), and 
agricultural credit under the Agrarian Reform Sector Financing (519-0307) 
and Agribusiness Development (519-0327) projects. 

With the identification of a total of $150 million of Mission resources 
which could be made available for funding of reconstruction activities, the 
Mission then focussed on what additional USG funding would be required to 
mount the type of reconstruction program felt necessary and appropriate to 
support essential elements of the GOES reconstruction effort. In this regard, 
the balance of identified urgent needs, particularly in the area of 
infrastructure reconstruction, exceeded the amount of $100 million in 
additional funding called for in this Project Document. Based upon the 
application of the aforementioned criteria regarding our Mission focus, other 
donor support, the Mission's absorptive capacity, etc., a decision was made to 
limit the total project funding level (Mission resources and additional 
funding combined) to $250 million. Furthermore, the Mission also feels the 
$250 million figure to be the minimum amount required to convince other donors 
of our seriousness and commitment to the reconstruction effort and to 
encourage significant funding support from them for the GOES program. 

In FY 90, $33 million was disbursed through CONARA to the MEA 
communities, of which special programs in the conflictive zone averaged 
$250,000 per municipality. Given the 99 mrnicipalitias in the target zone, 
the annual total funding requirements will be $20 million for the first three 
years, with funding reduced to $12.5 million in year four and $10 million in 
year five. This level of funding for MEA, combined with an estimated $15 



million per year for the regular MEA program, will not overly tar CONARA's 
proven ability to effectively disburse such amounts of funding. As was noted 
in impact evaluationr of MEA conducted in 1988 and 1390, the limiting factor 

. in effectively/efficiently expending funding has nevar been one of the 
municipalities' or CONARA's absorptive capacity, but rather the amount of 
funding available. 

Like Municipalities in Action, the Infrastructure Service Restoration 
component is essential not only to laying tho groundwork for aconomic 
development, but for demonatrating that with peace comes a relatively rapid 
improvement in the quality of life (improvement of water systems, sewers, 
electricity, roads, etc.). (Significant other donor support will be required 
for larger projects In roads, electricity and telecommunications, as well as 
for railways, seaports and airports, the latter three areas not among those in 
which we envision mission involvement.) Despite the seemingly large sum of 
money involved -- $56 million -- thia represents only five percent of the 
required funding estimated in our Rostoration/Reconstruction study for postwar 
infrastructure development. It is within this context, therefore, that our 
proposed level of activity should be viewed. This leads to perhaps the most 
important and critical rationale/justification for this component. Our 
funding will be directed to support two principal objectives, both of which 
are critical to the maintenance of peace in El Salvador. One, the activities 
will provide a partial response to several of the most serious infrastructure 
problems brought about by the war, thus providing concrete evidence of 
constructive activity until such time as other donors are able to commence 
significantly more ambitious activities in this sector. Two, our efforts will 
be geared to creating the conditions not only to encourage major other donor 
participation in the NRP, but also to make such participation as easy and 
rapid as possible. This will be achieved not only by funding and conducting 
feasibility studies, but also through the administration/management mechanisms 
established to carry out our own infrastructure activities. Thus, without the 
full level of funding proposed for this component, it could be safely assumed 
that critical other donor participation would be significantly diminished, 
with very negative consequences to the execution of the NRP and prospects for 
sustainable peace and economic development. 

Fourteen other activities would also be affected were additional funding 
not to be made available. These sub-components include activities in health, 
education, agricultural and microenterprise credit, vocational education and 
training, land transfer, and mission management/a&ministration, as well as a 
limited amount for contingency. Without additional funding, the combined 
total of these sub-components of the Project would have to be reduced by $54.5 
million. In the majority of cases (ll), such a reduction in funding would 
neceusitate a cut of 400-600 in the level of activities which could be 
funded. In two instances, the loss of additional resources would result in 
the reduction of approximately 300 in proposed activities. In one 
sub-component, university scholarships for ex-combatants, the activity would 
not be funded at all if no additional resources were forthcoming. In all 
fourteen components aforementioned, the same criteria were applied in 
determining the activities to be carried out and the appropriate/necessary 
level of funding for each. Thus, while a certain level of activity could be 
undertaken in all but one of these necessary sub-components, utilizing 



resources within the ongoing and planned UGAID country funding levels, the 
lack of additional resources would jeopardize the economic and social 
well-being essential to reconciliation and a sustainable peace. 

IV. F- 

A. FIUAUCIAL PLMT 

The following tables contain illuatrative financial information. Table 
I contains a summary cost estimate and financial plan, including a breakdown 
of the foreign ~xchange and local currency requirements for the Project. 
Table 11 provides a summary cost estimate by component. Table I11 shows total 
obligations by funding source and fiscal year for the $180 million in new 
funds to be authorized under the Project and the two amendments to USAID's 
health and education projects. Zable IV presents a projection by 
sub-component and funding source. Table V contains a payment verification 
matrix which summarizes the proposed method of implementation and financing 
for each major category of inputs. Finally, Table VI pr0vides.a breakdown of 
total expenditures with funding source by year. 

During the planning stages of the NRP two major considerations were made 
in the programming of resources: funding requirements and funds availability 
and source. Total funding requirement estimates for the activities planned 
are $250 million, of which $130 million are ESF projectized funds, $35 million 
existing and planned USAID project resources, $35 million HCOLC, and $50 
million from the Demobilization and Transition Fund. It should be noted that 
$14 million of this total under Component C will be obligated through 
amendments to the Strengthening Achievement for Basic Education (519-0357), 
$6.0 million, and Health Systems Support (519-0308), $8.0 million, projects. 

With the $130 million in ESF projectized resources, funding for 
components C (Social and Economic Reactivation, $100.2 million), D (Land 
Transfer Mechanisms, $15 million), E (Infrastructure, $9.8 million) and F 
(Program Audit and Management, $5 million) has been programmed for the 
five-year period of the NRP. 

Existing project resources to be made available will provide the quick 
response for those areas with immediate demand. A total of $35 million has 
been programmed which will fund Components A (Immediate Conflictive Zone 
Relief, $2 million), B (Ex-Combatants assistance, $400,000), C (Social and 
Economic Reactivation, $12.6 million) and E (Infrastructure, $20 million). 
The infrastructure component includes TA for the DGR, intensive maintenance, 
repair and reconstruction. Project 519-0320 will program funds for some of 
these activities. For other activities existing mechanisms such as the 
Displaced Persons project and PVOs will be utilized. 

Host Country Owned Local Currency will provide a total of $35 million to 
the NRP. Components financed under HCOLC are A (Immediate Conflictive Zone 
Relief, $2 million), B (Ex-Combatants Assistance, $100 thousand), C (Social 
and Economic Reactivation, $29.7 million) and E (Infrastructure, $3.2 
million). HCOLC resources have been programmed in components with the largest 
impact on local communities such as the MEA program which will receive the 
majority of the funding ($19.5 million). 







TABLE Ill 

TOTAL OBUQAVONS BY FUNDINQ SOURCE AND Fl8CaL YEAR * 
NATIONAL RECONSTRUCTION PROJECT 

($ MIWBNS) 

COMPONENT 1 092 1 993 1994 TOTAL 

DTF * * 0.0 o o 0.0 
Sub-Total 7.0 5.0 3.0 15.0: 

E. INFRASTRUCTURE SERVICE RESTORATION 
Projectized ESF 
DTF ** 23.0 0 0 23.0 

Sub-Total 26.5 2.0 4.3 32.8 
F. PROGRAM AUDIT AND MANAGEMtNT 

Projectbed ESF I 0.0 I 4.5 I 0.5 I 5.0 

This table does not include funds for Peacekeeping and the 
National Civilian Police. Does not Include obligation schedule 
for $70 million in ongoing and planned projects, and ESF generated 
local currencies. 

** Demobilization and Transition Fund 



ESTIMATED BUDGET 
BY SUB COMPONENT AND BY FUNDIPJQ'S~URCE 

NATlONAl RECON8TRUCTION PROJECT 
(Sooo) 

TABLE N 

UIBTlN0 AND I O F  LO OIMOllLCUTlON TOTAL 
PUNNED PI#IU)TIID W W  AND IRANOITION FUNDIN0 

PI#11OTO FUND 

Emergency Repalrs 6,809 0 3,200 0 10,000 
2800 0 23,000 29,000 

TOTAL E 9800 3,200 23,000 66,000 
PROGRAM AUDIT AND MANAGEMENT 0 6,000 0 6,000 10,000 

T O T A L  



METHODS OF IMPLEMENTATION AND FINANCING 
FOR PROJECTlZED €SF AND DEMOBILIZATION AND TRANSITION FUND 

NATIONAL RECONSTRUCTION PROJEC? 
(booo) 

DEMoBlUUlloN 

ESF AN0 TRWWTWN IYPLEYEWnNQ EHtCrr METHoD#FimNcu# 
##IECTIZED FUND 



TOTAL BPENDlWRM WITH FUNDING SOURCE 
BY YEAR 

NATK)IJAL RECONSTRUCllON PROJECT 



The Demobiliaation and Transition Fund will finance Components B 
(Ex-Combatants Assistance, $7.5 million), C (Social and Economic Reactivation, 

. $14.5 million), E (Infrastructure, $23 million) and F (Program Audit and 
Management, $5 million). 

C. EFFBCT OH R B C U R R ~  COSTS 

Bstcurrent costs of the GOES that will be funded to cover the activities 
for the Project are SRN administrative coets such as salaries and supplies, 
infrastructure maintenance such as roads, health posts and schools and 
additional personnel to operate them. Administrative costs for the SBN, 
estimated to be $2.2 million, will gradually decrease as immediate assistance 
requirements have been met and conflictive areas have been restored to the 
levels envisioned under the Project. Costa for infrastructure maintenance 
will continue well beyond the life of the Project and are estimated to be 
about $1.5 million per year for roads, and $8.1 million per ysar for health 
posts and schools, including the salaries of teachers and health workers. 

The MEA program would have recurrent costs in the form of GOES transfers 
to the municipalities if it is continued beyond 1996. These costs could be 
reduced by enabling municipalities to raise their own revenues. Expansion of 
public utility systems will also result in recurrent-costa which could be 
covered by user fees; but since utility tariffs are now subsidized, utility 
expansion will require higher subsidies. 

D. FINANCIAL MONITORING, ACCOUNTABILITY AlOD AUDIT 

Financial monitoring of the revenues and expenditures of the program 
will be done on a periodic basis through a series of rsports which will be 
developed jointly by SETEFE, the SRN and USAID following the established 
disbursement explained in further detail in Section V.B. DISBURSEMENT 
PROCEDURES. 

Where necessary (i.e., new entities), USAID/El Salvador will conduct 
Pre-award surveys of the proposed implementing entities, to assess the 
financial and administrative capabilities and related internal controls as 
required by AID regulations. Should the review reveal any weaknesses, 
technical assistance will be provided to correct tham in a timely manner. The 
assistance will be performed by a qualified local affiliate of a U.S. CPA firm. 

Because of the complexity as well as the number and variety of 
implementing entities involved in the project, USAXD will consider contracting 
for financial management services to include financial monitoring of 
transactions carried out by the implementing entities, technical assistance to 
upgrade capability where needed, and concurrent audits if deemed necessary. 
The services would be carried out by pre-qualified US CPA affiliated firms. 
The funding for the services will be included und'er the Program Audit and 
Management Component of the Project. Funds have been budgeted under the 
project for audit and other financial management services. Responsibility for 
the audit of the HCOLC-financed activities rests with the GOES-SETEFE, with 
funds allocated for such purpose under the corresponding MOUs. 



On a periodic basis, a complete financial audit will be conducted by 
external auditors affiliated with US CPA firms approved by the RIO. USAID 
will approve the score of work before the GOES contracts the external auditors 
and may supervise the audit and review the draft reports. A financial audit 
of local PVOs shall be performed annually in accordance with generally 
accepted auditing rtandards, the U.S. Comptroller General's "Government 
Auditing Standards" and the A.I.D. "Guidelines ,for Financial Audits Contracted 
by Foreign Recipients". For U.S. PVOs, the organiaations' annual worldwide 
audit shall be used to satisfy the requirements stated in AID Handbook 13 
regarding audits of U.S. non-profit voluntary organiaations. For Governmontal 
entities (HB 3 grantees), an audit rhall be performed every two years. This 
is in accordance with the new requirements being circulated in 
AID/Washington. In addition, a RIG-supervised non-federal audit may be 
conducted upon completion of the project. 

Overall management of the Peace and National Recovery Project will be 
assigned to two GOES implementing entities with proven track records in the 
management of AID projects. Planning, approval and evaluation of project and 
program activities will be carried out by SRN, the successor agency of CONARA, 
which has a proven track record i:r the implementation of the MEA program. 
Finance and administration will be undertaken by SETEFE, which has 
demonstrated capacity to approve action plans, make disbursements, review 
liquidation records and contract for independent audits to verify the 
effective use of development resources under a projectized local currency 
program amounting to approximately $100 million equivalent in colones per 
year. SETEFE is likewise responsible for funds management of AID'S $65 
million Earthquake Reconstruction Project (519-0333), as well as other 
Development Assistance projects. 

Implementation procedures call for preparation by the implementing 
entities of annual action plans which are reviewed and approved by the SRN, 
SETEFE and USAID. Once the action plans are approved, SETEFE, which is 
responsible for cash management of the Project, will release advances to the 
implementing entities. These advances are replenished on a monthly basis. 
Under these procedures, GOES implementing entities carry out project 
activities, either by force account, host-country contracting procedures, or 
through intermediate credit instituticas. 

A more detailed description follows of the SRN and SETEFE and their 
respective roles in project implementation. 

Secretariat for National Reconstruction (SRN) 

The SRN will be the focal point for project implementation. Proposals 
from line ministries, municipalities and PVOs will flow to SRN to be 
evaluated, prioritized and approved in accordance with the National 
Reconstruction Plan. SRN's personnel are experienced in AID operations. The 
Director and Deputy Director designate managed and directed CONARA 
previously. In fact, all of CONARA's existing personnel will be transferred 
directly to SRN to carry out the same activities they performed for CONARA. 
The flow of action plans from the various implementing agencies, including 
ministries, municipalities and PVOs is shown in Chart I. 



Technical Secretariat for Kxternal Financing (BETBFE) 

SETEFE was created by the 00ES in 1983 in direct response to questions 
raised by AID about GOES accountability issues. Bince its creation, SETEFE 
has managed more than $500 million in developmont activities. 8ETEFE has 
approximataly 80 amployees on its rtaff. An organisation chart for SETEFE is 
included as Chart VI. In addition to GETEFE's proven recorC~ in managing and 
accounting for development resources, there are two other covpelling reasons 
for selecting SETEFE to manage the Project's dollar resources. First, SETEFE 
has received a special dispensation from the OOES Court of Accounts. The 
dispensation allows SETEFE to make advance6 to implementing agencies on a 
quarterly basis, based on projected disbursement requirements, which in effect 
circumvents the GOES pro-control requirement usually imposed on evury 
individual transaction. 

The second compelling reason to assign financial management to SETEFE is 
a direct result of its ability to manage an independent audit process. Under 
its local currency program, SETEFE contracts audits for every local currency 
project every year. Its staff of 13 auditors contracts, supervises, evaluates 
and controls work performed by independent auditors. It is also successful at 
closing audit recommendations. SETEFE's role in the financial management of 
project implementation is shown in Charts I11 and IV. 

Given the importance of preserving peace by responding rcpidly to 
demands for reconstruction activities, the Project Design Committee has met 
with GOES counterparts to identify in advance actual or potential 
implementation bottlenecks. As a result of this meeting, specific problems 
and frustrations CONARA and SETEFE are currently experiencing, or expect to 
experience under the new Project, were identified. 

To address the problems, the Project Design Committee determined that: 

1. For an initial 120-day start-up period the thresholds in formal and 
informal procurement established for the GOES by SETEFE may be increased from 
the currently approved ceilings to an amount to be agreed upon mutually by the 
GOES and USAID. 

2. To facilitate Project implementation, AID will convert appropriated 
dollars to local currency through RAMC/Mexico and will advance funds to SETEFE 
in 90-day increments. 

3. To speed the process and minimize transaction processing time, AID 
will explore with RAMC/Mexico the use of its electronic funds transfer 
facility. 

P. MORTGAGE ANALYSIS 

The estimated USAID contribution for National Recovery will place 
pressure on our DA, projectized ESF and local currency generation budgets 
under current OYB projections. Decreases in the ESF budget over the FY92-94 
period will force us to alter obligation schedules for ongoing projects, delay 
or cancel new starts, and/or reduce counterpart contributions to Mission-GOES 
projects. 
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DISBURSEMENT PROCEDURES 

1, The implementing entity submits its advance request for its immediate cash needs. 

2. SETEFE examines the request and submits it to USAID for approval. 

3. USAID reviews and approves the request. 

3a. USAID issues a check to SETEFE for the approved amount. 

4. SETEFE distributes the approved amount to the implementing entity. 



ADVANCE LIQUIDATION PROCEDURES 

1 .The implementing entities submit their advance liquidations to USAID. 

l a .  Municipalities submit the advance liquidations to the SRN. The SRN reviews them and sends a 
consolidated liquidation to USAID. 

2. USAlD reviews the advance liquidations and registers the transaction. 

3. USAlD sends copies of liquidation vouchers to SETEFE. 
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The planned allocations over the next three years are as followsr FY92 - 
$120 million ESF, $55 million DAj FY93 - $120 million ESF, $55 million DA; and 
FY94 $120 million ESF, $50 million DA. In recent years, Congress has required 
the Mission to projectiae 25 percent of ESF resources, or in the above cases 
$30 million. The Mission does have the option to projectiae a greater 
percentage, if desired. Any increase in projective& ESF reduces the local 
currency amount generated under the Cash Transfer Program. 

While not taken into account in the analysis below, it is probable that 
the Mission OYB level will be reduced in coming years. Any reduction in the 
total ESF resources decreases both the amount available for projectiaed ESF 
and ESF-generated local currency; and decreases in DA amounts add additional 
pressure. 

Projectired ESP 

Entering FY 92, the Mission has six ongoing projects still with 
mortgages amounting to $46.9 million. All but one would need to be fully 
obligated prior to or during FY94. The Mission plans three new starts in FY92 
requiring the following amounts of ESF resources: Judicial Sector 
Strengthening - $15 million; Electoral Assistance - $3.5 million; and National 
Reconstruction - $50 million. One new start requiring ESF resources is 
planned for FY93: Municipal Development - $10 million. The new starts' 
obligation requirements add to $78.5 million. According to current plans, 
both National Reconstruction and Electoral Assistance would need to be fully 
funded no later than the end of FY94 and FY93 respectively. 

The obligation plans indicate that at a minimum over the FY92-FY94 
period we would need approximately $90-$100 million. In the best of 
circumstances, i.e. we receive $120 million in ESF each FY, the Mission would 
only have $90 million available for obligation. The current situation 
illustrates a probable deficit position. Any cuts applied over the period 
will bring about even greater funding shortfalls. 

ESP Local Currency Generations 

Given optimistic assumptions, the ESF policy reform cash transfer 
program will generate the local currency equivalent of $80 million per year, 
or $240 million over the FY92-FY94 period. The local currency program 
currently finances counterpart for six AID/GOES projects. The funding 
requirements for those projects over the three-year period equals the 
equivalent of $109 million. In addition, the National Reconstruction Program 
requites the equivalent of $35 million, of which $14.5 million has already 
been programmed, thereby leaving a mortgage of $20.5 million. Over the 
period, the Mission +:ill have to program approximately,$20 million for OE and 
Program trust funds activities. Programming for ordinary budget support, 
another key Mission priority, would amount to approximately $90 million over 
the three-year period. Ordinary budget support basically serves as a means by 
which the GOES ameliorates the internal deficit. It enables the GOES then to 
free funding for other donor counterpart. 



The foregoing analysis assumes that the Mission will no longer program 
resources for new project counterpart, nor for priority projects. If funds 
are programmed for new counterpart or priority projects, then the amount 

. available for ordinary budget rupport will decrease by equal amounts, 

D e w l o p n t  Assistance Funding 

Current plans call for development assistance (DA) funds to be 
attributed to National Reconstruction through ongoing Mission projects, i.e. 
the Mission does not contemplate independent DA obligations for the program. 
Oiven probable DA cuts across most functional accounts, the Mission would be 
unable to maintain the integrity of its ongoing and planned portfolio if these 
funds were redirected to cover National Reconstruction costs. 

A. IMPLEMENTATION RESPONSIBILITIES AND ADMINISTRATION 

While every technical office within the USAID will be involved in the 
reconstruction effort, the overall responsibility for the National 
Reconstruction Project will be with the Office of Infrastructure and Regional 
Development (IRD). A new division, the National Reconstruction Division (NRD) 
within IRD, will be created to manage the postwar reconstruction activities. 
Another division responsible for the Displaced Families Project will be merged 
into NRD. An existing division, Regional and Urban Development (RUD) will 
handle the postwar activities which are implemented by the municipalities 
through the current Municipalities in Action Program (MEA). A new USDH will 
serve as supervisor of both RUD and NRD. This USDH will be the Mission's 
principal manager of the National Reconstruction Program (Mission-wide). The 
chief of NRD will be the Project Manager of the National Reconstruction 
Project. The National Reconstruction Division will be staffed by 2 USPSCs and 
4 FSNs and will be charged with: 

- Coordination with the Secretariat for National Reconstruction. 

- Coordination of the Emergency Phase of the National Reconstruction 
Plan. 

- Coordination of the Mission's National Reconstruction Program, i.e. 
with other technical offices and projects in the areas of education, health, 
municipal development, infrastructure, etc. related to National Reconstruction. 

s 

- Organizing the Mission's National Reconstruction Program 
Implementation Committee (NRPIC) meetings (to be chaired by the USDH 
identified above) and taking action on the resulting decisions. 

- Overall selection, prioritization and approval of NRP activities 
that will result in the preparation of Lmplementation and Action Plans. 

- Overall reporting on and monitoring of NRP activities. 



- Assuring that project officers conduct relevant site and commodity 
inspections. 

- Technical office authorization of NRP payment requests. 

- A public awareness campaign related to National R~construction, 
including lanbnines and munitions issues. 

- Coordination of resettlement and reconstruction activities in the 
conflict aones. 

- Coordination with other donors on National Reconstruction issues. 

- Coordination with direct A.I.D. NRP-contracted PVOs and contractors. 

As described above, the new National Reconstruction Divia.ion within IRD 
will have a major coordinating role for many multi-disciplinary activities. 
It is not practical or the intention to establish an in-house expertise within 
NRD in all of the sectors that will be assisted. Rather, the National 
Reconstruction Project (NRP) will utilize elements of existing Mission 
projects' mechanisms and resources to attain national reconstruction goals. 
This will be achieved by establishing the Mission's National Reconstruction 
Program Implementation Committee (NRPIC), with representation from each of the 
technical or sector offices with projects that are involved. 

As members of the NRPIC and project officers who have National 
Reconstruction support components in existing and ongoing sector projects, the 
Sector Project Officers will be responsible for: 

- Maintaining close coordination with the NRPIC chairman on all issues 
related to National Reconstruction. 

- Start up of sector activities under ongoing and NRP sector 
activities. 

- Direct contact with sector entities under ongoing and NRP sector 
activities. 

- Identification, selection and prioritization of sector needs under 
ongoing and NRP sector activities. 

- Review and approval of sector Implementation and Action Plans for 
National Reconstruction components under ongoing sector projects. 

- Preparation of project documents for National Reconstruction 
components under ongoing sector projects. 

- Reporting and monitoring National Reconstruction sector activities 
under ongoing and NRP projects. 



- Conducting site and commodity inspections for sector antivities 
under ongoing and NRP projects. 

- Technical office authoriaation of ongoing sector project payment 
requests. 

- Calling meetings with sector implementing agencies to discuss 
National Reconstruction sector issues under ongoing sector projects. 

On a periodic basis, USAID will advance dollar funds to SETEFE based on 
the consolidated cash requirements of the implementing entities. SETEFE will 
in turn distribute the advance among the implementing entities based on their 
immediate disbursement needs. At the end of the first month and each 
subsequent month thereafter, the implementing entities will present a 
liquidation report showing the expenditures incurred during the month for 
which the liquidation has been presented. On a monthly basis, USAID will 
review the liquidation and the status of advances. For a graphic display of 
the project implementation and funding flow, please refer to Charts I-V. 

The demand for funds at the very early stages of project implementation 
is such that quick and timely disbursement is required in order to satisfy 
expectations and to successfully initiate the complex process of 
reconstruction and normalization of conflictive areas. USAID will take the 
necessary measures to insure that fund accountability will be according to AID 
regulations as is explained in section 1V.D. FINANCIAL MONITORING, 
ACCOUNTABILITY AND AUDIT. 

C. PROCUREMENT PROCEDURES 

Implementation of this Project is unusually complex because of the many 
activities to be carried out in several different sectors. Everything from 
providing technical assistance and credit for agricultural and 
microentrepreneurial activities, to construction for repair and upgrading of 
major infrastructure and increased support for social services, is 
contemplated under the umbrella of this Project. Given the uncertainties 
associated with the levels of funding and, therefore, the final structure of 
the Project, it is not possible to make definitive decisions regarding the 
procurement procedures to be followed for uach activity currently contemplated. 

Where the activities planned for National Reconstruction duplicate or 
have a direct relationship to those currently being carried out under existing 
projects, primary consideration will be given to refocusing or expanding the 
ongoing projects to subsume the new activities. The implementing contracts 
for these existing projects were awarded following full and open competition 
in which the solicitation advised all offerors that the contract would be for 
the life of the project with an extension or expansion of services if required 
to complete the project. Activities which fit within a specific project and 
which are to be financed with funds from that project may be added to the 
contract for that project without violating the terms and conditions under 
which the contract was competed and awarded. 



Contracting for new activities which do not fit within an ongoing 
project will be carried out in a manner consistent with good project 
management and will be dependent upon the procedures of the implementing 
entity, i,e., host government agency, parastatal organination, indigenous PVO, 
or USAID Mission, Contracting, which will be done by the USAID Contracts 
Office, will be conducted following full and open competitive procedures to 
the maximum extent practicable for any activity, in excerr of $100,000. 
Informal competitive procedures authoriaed by AIDAR 706.302-70(b)(2) will be 
used for activities not exceeding $100,000. To the extent that Gray Amendment 
entities having the required expertise can be identified, competition will be 
limited to such entities. For activities in excess of $100,000, less than 
full and open competition will only be used under the most exceptional 
circumstances in which an unusual and compelling urgency justifies the waiver 
of competition as specified in FAR 6.302-2. We foresee the need for such 
urgency only in the case of technical assistance for the DGR and a separate 
waivsr has been submitted for the AA/LACes approval. 

The known components of this Project and the implementation procedures 
currently envisioned are as followsr 

Repair and reconstruction of major infrastructure in the areas of 
electricity, roads, telecommunications, water and sewerage systems are planned 
under this Project. These are identical in nature to ongoing activities under 
the Public Services Improvement Project (519-0320) from which $20 million will 
support implementation of the National Reconstruction Project. Host country 
contracting (HCC) by several GOES entities (CEL, ANDA, Ministry of Public 
Works/Roads) is used for procuring equipment, supplies, and construction under 
the Public Services Improvement Project. These agencies have been certified 
by the Mission Director following an assessment of their capabilities to 
conduct host country contracting in accordance with AID Handbook 11. 

If additional funding is made available for the Project, procurement 
for supplies and services to be financed with such funding will be conducted 
using the mechanism established for implementation of the Earthquake 
Reconstruction Project (519-0333). The General Directorate for Reconstruction 
(DGR), a separate organization created within the Ministry of Planning, has 
been responsible for contracting, oversight and disbursement for USAID- and 
World Bank-funded activities related to reconstruction following the 1986 
earthquake. The vast majority of these activities involved design and 
construction services for the Ministries of Health and Education which had had 
little or no experience with contracting for such activities. After several 
years of experience under the Earthquake Reconstruction Project, the DGR now 
has an established and proven system for conducting procurement using 
competitive procedures in accordance with Handbook 11. As earthquake 
reconstruction activities begin to phase down (PACD of March 31, 1993, with 
all major construction activities scheduled to be completed by January 1993), 
the DGR will be realigned and strengthened to take on National Recovery 
activities, not only for the USAID project, but also for infrastructure 
activities funded by other donors. 



Although the DGR is expected to manage the greater part of major 
infrastructure activities, thm Misrion is exploring the possibility of 
providing complementary asristance to other GOES agencies to assist them in 
developing specifications and cost estimates and in selecting appropriate 
mechanisms for procurement of goods and services as specific nemds are 
identified. 

Small-ucale infrastructure activities at the local level are also 
planned, using the mechanism of the ongoing BCOLC-financed Municipalities in 
Action (MEA) program. The SRN (formerly CONARA) will help mayors to develop 
contracting packages, standardised to the extent possible, for such work as 
classroom or health clinic construction, and rural or feeder roads, which the 
mayors will contract locally following standardised procedures. Liquidation 
of funds and post-audit of accounts is carried out by the Court of Accounts, 
the GOES central fiscal oversight authority, and by project-funded audits, 
Given the small size of each procurement action and the oversight provided by 
the post-audit system, this procedure is considered adequate for the use of 
appropriated funds. 

3. Qther C-es Clgs S e r v a  

Approximately $35 million from existing USAID projects will be 
refocused on National Reconstruction activities through existing 
implementation mechanisms, i.e., FUNTER, NRECA, P'EPA.DE, the Displaced Families 
Project and the Public Services Improvement Project. In addition, the 
National Reconstruction Project will fund a series of activities which are 
identical to activities in existing projects in the USAID portfolio, target 
populations being the only difference. In two instances, existing project 
authorizations will be amended to increase the level of funding instead of 
absorbing the activities within planned funding levels. In both cases, 
significant commodity procurement is already a component of the project, a 
large part of which is the responsibility of the technical assistance 
contractor. Under APSISA (519-0308), USAID has responsibility for procuring 
pharmaceuticals and a few other medical supplies available through the 
Veterans Administration or GSA under Federal Supply Schedules. The remainder 
of the project-funded commodities are procured by Clapp and Mayne as the 
implementing contractor for the project. This is also true of the SABE 
Project (519-0357) under which the Academy for Educational Development has 
responsibility for procurement of education-related commodities. Contract 
amendments will levy responsibility on the respective contractors for the 
additional requirements resulting from the project amendments. 

A large number of activities will be implemented by local private 
voluntary organizations, including vocational education, microenterprise 
credit, rehabilitation of the physically handicapped, provision of prosthetics 
and orthotics (other than FUNTER), provision of mental health care for child 
war victims, other support to social services. SETEFE will be responsible for 
reviewing and approving the procurement systems and procurement plans of these 
local PVOs, for advancing funds to them and for monitoring their use of the 
funds. Certain activities will be undertaken directly by the SRN, such as the 



land mino public awaronoar program and doaumontation and aortifiaation of 
target populations. The SRN is proposing a rystem similar to that requirod by 
SETEFE for informal aompetition up to a certain value: three quotas from 
pro-qualified firms up to a rocond ceiling abovo which tho implementing 
agency, PVO or BRN, would be required to iseue a public IFB. Exact ceilings 
are being negotiated with USAID, balancing tho need for fart flexible actions 
with the need for adoquate monitoring and aontrol. A number of U.S. PVOs 
which propore to expand their activities undsr National Reconstruction may 
receive additional grants or cooperative agroements in accordance with AID 
Handbook 13. 

Identifiable activities requiring lolcal cost financing include 
salaries and other administrative costs for some of the implementing agencies, 
including SRN, provision of credit, hiring of teachers, academic, vocational 
and technical education in local institutions, and the land mine public 
awareness campaign. 

Procurement Plan 

Detailed procurement plans for commodities, equipment, and technical 
assistance, including a schedule for first-year procurements, will be prepared 
before individual components are undertaken. The source, origin and 
nationality of all procurement will be AID Gepgraphic Code 000, except for 
locally available items within the authoriaation provided by Chapter 18 of 
Handbook 1, Supplement B. Procurements under Handbook 13 grants and 
cooperative agreements will be in accordance with the Standard Provisions 
entitled "Procurement of Goods and Services" and "AID Eligibility Rules for 
Goods and Services." 

Da SCBEDULE OF MAJOR EVENTS 

DATE EVENT 

January 16 

January 17 

January 27 

Peace agreement signed with a schedule for demobilization 
of 1 February - 30 October 1992. 
Issuance of decree creating the Secretariat for National 
Reconstruction. 

Submission of Day One Action Plan by the Secretariat to 
SETEFE and USAID. 

Project Document submitted to Washington for Inter-Agency 
review. 

SETEFE and USAID review and approval of SRN's Day-One 
Action Plan using ESF-generated local currencies. 



January 31 

February 1 

February-March 

February 3 

February 14 

February 24 

March 15 

March 23 

March 25-31 

March-July 

April 

April 1 

April-December 

Inter-Agency review of Project Document. 

IRD and EX0 advertise saopes of work for IRD/NRP staff 
goaitions. 

Contract for TA to develop rocial/~conomic reintegration 
counseling for ex-aombatantr. 

Beginning of cease-fire and demobilisation process. 

GOES agencies/ministriea and NO06 obtain' approval of 
Day-One sub-actlon plans. 

Day-One Action Plan commences. 

Submission to National Assembly of Decree providing 
special authorities to the municipalities to register 
Salvadoran citizens and to issue c6dulas to those without. 

Reopen health facilities where reconstruction/repair not 
needed. 

Begin series of vaccination campaigns for target zones. 

AMLAC Authorization Project 

Consultative Group Meeting. 

Baseline data available from socio-demographic studies 
and monitoring and evaluation system established. 

Negotiate and sign ProAg. 

Issue PILs and amend technical assistance contracts for 
existing projects to support NRP. 

Contract for additional IRD/NRP staff. 

Major infrastructure projects identified, feasibility 
studies contracted. 

SRN subgrants to PVOs for social (health and special 
education) activities. 

* 
Ex-combatant social/economic counseling program commences. 

SRN Action Plan for remaining first-year activities 
prepared and approved. 

In concert with GOES and other donors, projects 
identified for pre-feasibility studies and scopes of work 
approved for host country contracts. 



October 31 

November 15 

December 15 

1993 

January 

Agriaultural and miaroenterprire aredit being extrnded 
into target aoner. 

Infrartructur@ Projects funded by other donors enter 
fearibility rtudy or conrtruution phare. 

8RN Action Plan for CY93 activitier ruhmittmd to SETEFE 
and SRN, 

SHN CY93 A,tion Plan approved. 

Scheduled 50% reduction of ESAF forces completed. 

March Second-year obligations. 

After March 1993, all implementing agencies will carry on routine operations. 
Following are some significant milestones scheduled. 

July 

November 

Interim evaluation/assessment, to permit early adjustment 
to Project activities and emphases. 

Impact evaluation, jointly with GOES and perhaps with 
other major donors. 

November Final evaluation. 

B. MONITORING AND EVALUATION PLAN 

One of the initial activities to be conducted by the SRN in support of 
the NRP will be the establishment of an evaluation and monitoring system and 
the carrying out of socio-demographic profiles to provide essential baseline 
data. Using technical assistance available immediately under the Displaced 
Persons Project (519-0281), the SRN will develop a system which will permit a 
comprehensive monitoring of the NRP's impact in the conflictive zones over the 
five-year implementation period, The system will measure progress against a 
range of indicators for activities financed with both GOES and external 
resources, It may be necessary to include certain adaptations to the system 
to permit the tracking of those activities funded with USG resources. Given 
the sensitivity on both sides surrounding the reintegration and reconciliation 
process, objective measurement of the benefits received and the impact of the 
Reconstruction Plan will be extremely important. 



Tho barolino data and banofiaiary naodr amrorrment to bo obtained from 
tho roaio-domographia profilor (funded from aurrontly available EBB-generated 
loaal aurroncy) will form tho barir for the monitoring and evaluation ryrtom. 
Tho information will alro permit a moro prociro targeting of project 
bonoficiarior under the variour component8 and activitior. Tho project dorign 
her taatorod in a good deal of floribility no as to make adjurtmontr as neoded 
to tailor project arristanaa to tho upoaific noodr and aspirationr of the 
target population, a good portion of whom could not be rurveyed prior to the 
aorration of hostilitier. 

In addition, national household survoy data aurrently baing collected on 
a quarterly b~lrir will bo adaptod to permit u aomparstive analyrir of critical 
rocial and economic indicators (incomes, employment, dietr, aonrumer 
information, etc.) between the conflictive sonos and tho rest of the nation, 
Over timo, these data will p~rmit a fairly reliable aore~rment of how 
ruccessful the reintegration procoss has boon. 

The Mission has planned three formal evaluations of the Project which 
will ba conducted by independent, outride consulting firms. The first of 
these, planned for March 1993, will provide the Mission with an opportunity to 
make mid-course corrections based on the initial implementation experience 
over the full range of project activities. The first anniversary date of the 
signing of the Peace Accord will also serve as an appropriate juncture to 
reassess basic assumptions concerning the reintegration and reconciliation 
process. 

At the end of the second year of project implementation, an impact 
evaluation will be conducted to provide a careful analysis of the beneficiary 
group and once again test assumptions and recommend any corrective actions 
which may be necessary. A final evaluation has been scheduled for early 1997. 

The formal evaluation and monitoring system to be established will draw 
upon semi-annual reports submitted by the individual implementing institutions 
to reflect activity progress, problem areas and solutions, and overall impact. 

F. CONDITIONS AND COVENANTS 

A Handbook 3 agreement will be signed between the GOES and AID for this 
Project, which will contain all required and standard terms and conditions. 
No special conditions to disbursement beyond the standard requirements are 
anticipated. The Mission requirements regarding pre-award surveys for new 
implementing entities, and a GOES commitments to address NRP recurrent cost 
implications in its ordinary budgets, for example, will be included in 
standard covenants of the agreement. 

Handbook 3 terms and conditions include the' standard clause prohibiting 
the use of dollar grant funds and local currency generated from appropriated 
funds for police or law enforcement purpose8 or for assistance to the military 
or paramilitary groups. This prohibition will preclude assistance to members 
of the FMLN while the FMLN remains a paramilitary force. The GOES is well 
aware of this restriction on AID funds and has agreed to comply fully with 
this restriction. 



Although AID funda %rill not be urad to provibe reveranao paymentr to 
memberr of the armed forcrr, to anmure alarity, the agreement will include a 
claure conairtent with the prohibition aont~ined in 8.0. 503 of the 
Appropriationr Act. It will prohibit the uae of appropriated gundr and local 
currency generated from apl?ropriatad firndr to pay penrionr, a:~nuitie~, 
retirement pay or adjusted rervice compenration for former memberr of the 
armed forcer. 

The Project Agreement will bo negotiated immediately upon authorioation 
of thir Project. No delay in rigning ir anticipated. Project agraemrnt 
&men&nentr adding funds to the two dollar projectr, SABE and APBISA, will be 
ready to be signed upon recalipt of the respective amended authorieations. 
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resources in the conflictive 
zones. 



The years of civil conflict and economic difficulties have created a wide 
range of problems for the people of El Salvador. Damaged and poorly 
maintained public infrastructure has reduced the provision of public services, 
especially in the conflictive cones, contributing to poor health and reduced 
economic productivity. Infrastructure restoration and expansion into 
conflictive zones is critical to achieving and maintaining economic and 
political stability. This Project will address the problems of lack of 
adequate water and sanitation facilities, the transportation network, and 
electricity, as well as smaller social infrastructure (schools, clinics) 
primarily in formerly conflictive zones. 

I, John Sanbrailo, Principal Officer of the Agency for International 
Development in El Salvador, having taken into account, among other things, the 
maintenance and utilization of projects in El Salvador previously financed or 
assisted by the United States, do hereby certify pursuant to Section 611(e) of 
the Foreign Assistance Act of 1961, as amended, that in my judgement El 
Salvador has both the financial capability and the human resources capability 
to effectively implement, utilize and maintain the resources of the El 
Salvador National Reconstruction Project, 519-0394. 

This judgement is based upon the Project analysis as detailed in this Project 
Paper, and is subject to the conditions imposed therein. 

u Director 
USAID/El Salvador 



The technical analyris does not attempt to dircurs the foaribility of the 
entire range of activitior contomplated under the Project. Since most 
activitier parallel thore boing implomentad under USAID'r on going portfolio, 
we refer the reader to the technical analyres for the rerpective USAID 
projects. Disaursad below are two major Project activitier (MEA and Land 
Tranrfer Mechanirms) which are ESF-generated local currency activities for 
which no formal Project Papor feasibility analyres wore required. 

A. P r m  

The National Commissiou for the Restoration of Areas (- National & 
Restauracidn & Ateas: CONARA) began in 1983 to coordinate various government 
efforts to search for nsn-military measures to combat the insurgency. Through 
trial and error, in 1986 it began the Municipalities in Action 
(- 8n -8 MEA) program. Thiu was a modest program which 
provided grants to municipalities and associated rural communities to finance 
a carefully qualified list of small physical infrastructure work8 throughout 
the less conflictive areas of El Salvador. It has proved to be 
extraordinarily successful, popular, and an exemplary use of scarce economic 
resources. 

In November 1988, an experiment was initiated in Chalatenango to intensify the 
MEA approach in the form of a special regional project in area which had 
suffered a prolonged and strong presence of the insurgency and which, even 
before the insurgency, historically had been relatively neglected by the 
central government. The thrust was to replicate the MEA procedures of project 
selection and implementation but with larger amounts of funding: and at the 
same time to involve the ministries and other public sector implementing 
service agencies for larger infrastructure projects. The national-level 
agencies complement local municipal efforts with credit and technical 
assistance. Upon implementation of 3 successive phases of the special 
approach in Chalatenango, the same approach was initiated in 1989 in the 
department of Morazan with an initial coverage of 28 municipalities. 

Both the regular MEA program and the MEA Special Programs have had impact 
evaluations undertaken by the Research Triangle Institute (in 1988 and 1990, 
respectively) which serve as the basis for this section of the technical 
analysis. 

The main findings of the 1990 Special Programs impact evaluation are that 
there have been significant changes in attitudes3 that the economic and social 
outputs are extraordinarily high for a relatively low resource cost: and that 
the project identification and implementation process is promoting local 
participatory democracy in significant ways. In addition, basic changes in 
beneficiary attitudes have occurred since 1988. There is a rapidly growing 
level of community participation, appreciation for the infrastructure built 
and its employment and income effects, an emerging sense of local control over 
the community's own affairs, and growing evidence of an ability to hold local 
and national officials accountable to the people. 



Among tho principal conclurionr and roconunondations, tho evaluation stated 
that a 

"Tho rprcial program8 aro a good use of oaonomic rasources and are 
superbly offoctive in promoting local drmocratic processor and rocial 
stabiliaation. They should be supported and expanded insofar a8 it is 
possiblo to do roeM 

"The orperionce with the spocial regional programs illustrates that a 
tochnically eificiont program which is apolitical and which rosponds to 
peoples' perceived noeds can induce improssivo attitudinal changes in a 
remarkably short time. This is an important learon learned from the 
evaluation." 

The 1983 revision of the Municipal Code provides that each community will 
convene a cabildo abierto (open town meeting) at least once every three 
months. Citiaens and representatives of groups of citizens present petitions 
for community projects at these public meetings. Proposed projects must be 
identified at a cabildo abisrto in order to be eligible for financing under 
the special regional programs. Although the meetings cannot be held in all 
communities, because of security considerations, as often as stipulated in the 
Municipal Code, they are being held with greater and greater frequency. (The 
Municipal Code provides no sanction for not convening a cabildo &i@rU every 
3 months.) More importantly, attendance at the cabildo d e r t ~  has increased 
as people have become aware of the usefulness of the meetings. They provide 
an exemplary opportunity to promote a sense of community participation and to 
hold mun4,dipal and national ministry and service agency officials 
accountable. The people are taking advantage of this opportunity. The 
evaluation team was impressed at the evident importance which people attach to 
the meetings. They do feel that they have a voice in project identification. 

To some extent the Eabilao a i e r w  is becoming en exercise in representative 
democracy as contrasted with direct democracy. This is both effective and, 
given the difficulty and personal cost of attending the Eabildo obierb, an 
efficient exercise in democratic process at the community level. A great deal 
of discussion in smaller neighborhood groups precedes the cabildo m,. 
Asociaciones c o m w  and other gd hoc groups debate community needs and 
settle on the priority preferences to be voiced at the w. The 
actual public presentation of a petition may be by the representative of the 
smaller group or, on occasion, by a member of a community Board of Directors 
(Junta Directiva).l/ This is an important step in project identification. It 
might be worthwhile to offer support to these groups, on the other hand, the 
process might disrupt it. 

/ The Junta Directiva is chosen by local community members to intercede on 
their behalf with (usually local) authorities. 



Actual project selection is by the mayor and his -, subject to 
the approval of CONARA. This is unavoidable beaause the number of subproject 
requests at a abisrto far exceeds the resourcar available for 
subprojects. In one Eabildo w, for exampPe, there were requests for 
different subprojectr. Resources were available to finance only 54 of them. 
One might argue that a mayor and his Ilonae.lo MunieiDal really are not limited 
in choosing subprojects by the Errbildo It would be most unlikely 
that any subproject eligible for CONARA financing that might be wanted by the 
mayor and the would not be included on the 
list. This probably would be an undeservrdly cynical view. 

A danger in this process of proposing subprojects in open town meetings is 
that the proponents of subprojects which are not chosen for implementation 
will be disgruntled. In the above example, one could imagine 50 unhappy 
subproject proponents for every 4 happy subproject advocates. This seems not 
to happen, a result no doubt due to hope and the art of mayoral politics and 
persuasion. - 
CONARA has continued improving its organizational structure and operating 
procedures in the past 2 years and now is more effective and efficient than in 
the past. These improvements are due mainly to changes in attitudes and 
perceptions on the part of management and professional staff. Three examples 
briefly illustrate this proposition. 

CONARA headquarters in San Salvador has delegated real responsibility to its 
special program regional offices. In the past, delegation was largely in 
appearance rather than in substance. The field offices were at most 
geographically deconcentrated extensions of the San Salvador centralized 
authority. Even minor substitutions of physical materials for a small 
subproject, for example, had to be approved by headquarters after a 
time-consuming, detailed scrutiny. Central approval now is largely a 
formality and often is agreed to on the telephone. It was a refreshing 
surprise to witness the CONARA regional representatives advance opinions and 
make decisions on the spot in the regional coordination meetings. Authority 
has been delegated. 

There is further evidence that delegation of authority and responsibility is 
an attitudinal change and not just restricted to substituting one authority 
patron (San Salvador headquarters) with another (the regional CONARA 
representative). When the regional CONARA representative unexpectedly was 
recalled to San Salvador, his deputy stepped into the weekly coordination 
meeting and performed the role with confidence and authority. The point is 
that delegation apparently extends, at least in this instance, even to the 
next echelon. These are new and hopeful attitudinal changes in a traditional 
society. 

A second illustration combines the changing attitudes of both CONARA officials 
and the mayors with whom they deal. At one of t,he regional coordination 
meetings, the CONARA regional representative responded to technical and 
administrative questions posed by the mayors, being helpful in resolving real 



problems that had arisen in the course of implamenting rmall infrartructure 
projoctr. The kinds of problem8 were baric -- how to balance a chockbookt how 
to write a receipt for a projoct input (rand) that included a recond project 
.budget item (transportation) without running into rubsequent trouble with the 

Pa -. The mayors did not hesitate to ask questions, and the 
response of tho CONARA representative was to provide on-the-job technical 
assistance. The mayors also entered into the dircussion, telling each other 
how they had dealt with similar problems. It was imposrible to witness these 
oxohanger without recalling the picture in 1988 of a COWARA representative 
lining up a doaen mayors like etudents in a classroom and delivering e 1-hour 
monologue without interruption. 

The third example is a technical detail which goes to the heart of a 
philosophy of decenttalisation. CONARA used to finance most of the MEA 
subprojects, even very emall onea, in two disbursements. The second 
disbursement was withheld until the B r t e  dm had approved the 
liquidation of the first disbursement. Two years ago, CONARA agreed to make 
single disbursements for projects costing no more than 50,000 colones. At 
present, all subprojects are financed with a single disbursement, even the 
largest projects in the special regional programs. The implications of this 
relinquishing of centralized control over finances are astounding. A central 
government agency actually delegates real control over finences to municipal 
authorities and leaves to them the problem and responsibility of settling 
accounts with the Cotte ga Cuentas. This degree of delegation of authority 
would have been inconceivable a few years ago. 

attitudes toward the special regional programs are uniformly 
supportive. For the first time, they find themselves in charge of substantial 
grant resources which are used for popular infrastructure projects. As 
project administrators, they have considerable authority to choose local 
suppliers, hire local contractors, and approve the employment of local skilled 
and unskilled labor. Although normally constrained by the priorities 
expressed in the @ildos pbiertpa, in fact they have significant influence in 
project selection through their role in the Municipal Council (Concejo 
Municipal). All of this enhances their authority, prestige, and political 
popularity. 

At the same time, the insurgents seem to have realiaed that their campaign of 
threatening, kidnapping, and murdering mayors was counterproductive. Far 
fewer mayors now are forced to live in exile outside thfrir own communities 
than was the case 2 years ago. More and more mayors, at:cordingly, can 
participate actively in the special regional programs. 

The attitude of mayors was reflected in the coordination meetings, in talking 
with them in their office, and during site visits to subprojects financed by 
the program. All of our contacts with the mayors indicate a growing sense of 
ability and pride of accomplishment. The enthusiasm of one mayor went a step 
further: he lamented the residue of apathy among the minority of citizens who 
still do not accept the new GOES approach as being for real. He urged that 
consideration be given to providing motivational 



training for the people, Thir attitude ir a far cry from the traditional 
obeirance and rubrorvience of mayorr to the central government. 

.In r m a r y ,  the evaluation team exprerreb a clear renre that attitudes in the 
rpecial program ragion6 aro v,nd@rgoing rapid and fundamental changer, that 
something like the birth of grasrrootr democratic procemses ir well underway, 
and that there emergent attitudes can ertablirh one of the errential 
prerequiriter to long-term economic development. 

The MEA Operations Manual is one of the best designed rot of guidelines for 
project selection that the members of the evaluation team had seen in any 
developing country. It is admirably rimple and straightforward. It almost 
precluder the possibility that projects which meet the eligibility criteria 
will be uneconomic. Grossly wasteful investments are virtually impossible. 

Beneficiaries exercise strong informal controls against misuse of projet~t 
funds at the local level. They understand the amount of money involved, know 
the materials that are specified in the project agreement, and are effective 
local watchdogs (mayors are required by ME1 rules to publically post such 
information). 

It should be recognized that the special regional programs involve a dual or 
parallel implementation channel which differs from the regular MEA program. ' 

The difference is in the fact that ministries and national service agencies 
also are involved in the special regional programs. This can pose problems of 
coordination which cannot always be completely resolved at the weekly 
coordination meetings. The coordination meetings are invaluable; they cannot 
always be a complete answer. 

Two examples illustrate the nature of the problems which can arise. In 
project implementation which has funding both from CQNARA and from a Ministry, 
CONARA usually is responsible for funding capital costs but recurrent costs 
usually are funded from the Ministry or service agency budget. This can 
result in completed classrooms being ready before teaching materials and 
teachers are available. Only perfect coordination could avoid such mistakes. 

The second example concerns contingency allowances and the timing of project 
implementation. The CONARA manual provides for a 5-100 contingency allowance 
without making any distinction between physical and price contingencies. This 
is reasonable for MEA-type projects which are small and can be completed 
within a few months. Problems do arise, however, for larger infrastructure 
projects involving national service agencies. Normal agency delays in an 
inflationary environment (the CPI rose 310 in the 12 months enCing May 31, 
1990) can render an approved budget insufficient to meet higher costs. The 
budget then must be revised and resubmitted to SETEFE. This involves costly 
delays in project execution. 

The problem would be mitigated if it were possible to provide for more 
realistic contingencies, distinguishing between physical and price 
contingencies. This would allow SETEFE to escape the role of bottleneck and 
delayer which it now all too often has to play. 



Finall I, tho evaluation commrnted that there ir a percoplion that CONARA has 
bocom. increrringly proforrional, technically competont, and apolitical in itr 
approval of credit. Tho detailed dorcription of the rpecial program 
rubprojoctr rhowr no political biar in the approval of credits to mayors. 

Land Reform war one of tho pillarr, along with nationalioation of banking 
and other key industries, of the 1979 mProgrorrive Coup" which opened the door 
to El Salvador'r transformation :!tom an authoritarian rtato dominated by the 
military and the economic elite lo a rtruggling democracy. Conaentration of 
land in the hands of a few was soen am a symbol, as well a8 a caure, of all 
that was wrong with this land-poor and people-rich nation. El Salvador's 
productive agricultural sector did little to alleviate rural povorty. The 
Civilian/Military Junta that took power in 1979 promised to redress 
inequitable land distribution and empower the rural poor. Lsnd expropriation 
led to violent opposition, and after twelve years of war and the 
redistribution of more than one-fiftn of El Salvador's farmland, agrarian 
reform remains a controversial issue, It symboliaes rejection of the 
country's oligarchic past to some, and a failed communal experiment to others, 

The Agrarian Reform had important political and ideological elements as 
well as economic aims. Cooperativism is treated as an end in itself as well 
as a means to protect small-farmer interests. Promotion of communalism has a 
long tradition in El Salvador and was enshrined in the 1980 Agrarian Reform 
Decrees as well as the 1983 Constitution. The main opposition Christian 
Democratic Party (PDC) still considers cooperativism a logical extension of 
the social Christian philosophy on which the party was fourded. Many on the 
left consider the unification of small farmers in coops or other organizations 
vital to prevent a return to the exploitative past; individual farmers could 
be pressured or cajoled into obeying larger economic interests and the 
agrarian reform unravelled. While production and marketing coops are common, 
many maintain that communal land tenure is vital to preserving peasant gains. 
Political and coop leaders also consider the role of cooperatives in political 
mobilization to be as important as their role in agricultural production. 
While conservative parties such as ARENA traditionally do well among small 
entrepreneurs, including farmers, cooperative organizations are an important 
base of support for the PDC and leftist parties, Purely economic discussions 
of productivity, incentives, efficiency, viability, etc. fail to address the 
devotion to cooperativism as a philosophy and as a political base, and the 
deep-seated mistrust between small-farmer leaders an3 El Salvador's elite. 

Phase I of the 1980 Agrarian Reform expropriated all lacdholdings larger 
than 500 hectares (1,235 acres), turning them into cooperatives in the hands 
of former resident laborers. A total of 477 properties comprising over 
500,000 acres of land were redistributed, forming 320 cooperatives. Over 
30,000 families (appraximately 180,000 persons) are members of Phase I coops, 
with an additional 7,000 families deriving the bulk of their subsistence from 



aoop laoda without boidg mrmborr. Bomo Pherr I aoopo wrro abandonad duo to 
tho war, and othero havb been nnabla to arploit all of tho land providod to 
them. The Salvadoran Agrarian Ret'orm Inrtituto (ISTA) wcraa ahaxgad with 
abninirtoring Pharo I and rotnlns th. aighe to rottla lrnd3aua pasrantr on 
unurrd Pharo I land. Porronr dirplaacd by tha war but uot diroct 
bunofiaiarier of tha agrarian rafcrm, rop&triatar, and tho famillor of 
roldiarr injurod or killad in oombat hava boon nmong tbo 3,000 fatnillor givan 
Pharo I land rinaa 1988. Of tho 320 aoopr, 195 have reaoivad logal titlo to 
the laud but almort all have largo dobtr tied ta t h e  amount of componratioa 
tho 00AS pajd to original ormorr. ISTA'r overright role4 for Phaaa I aoopo 
will likely aontinue at luart until tho agrariwn dobt iorue ir uotklod, 

The second phaae of the 1980 ret'ormo rquired landlords (arcapt Phase I 
aoops) to voluntnrily divest thomralver of land8 in axcoar of 245 hectaros 
(605 acres) or face expropriation. This limit was rut in the 1983 
Constitution, raising the original 100-iA?ctare limit set in the 1980 Aqrarihn 
Reform Law. Since 1983, the left has drmanded that the original limit of I00 
hectares be restored and sought unsuccessfully tc include this chacge in 
constitutional reforms agreed to betwean the GOES and PMLN in April 1991, 
Implementing legislation w8a delayed ?mril 1987 for Phase 11, under which no 
lands have been expropriated, leading some to chargo that this program war 
never implemented. In fact, approximately 95 paycent of 1andhoPdings over 245 
hectares were voluntarily sold as early as 1985. Phase 11 was essentially 
self-implementing, with landlords ptefor~ing to avoid eventual expropriation. 
Most land exceeding Phase 11 limits which has not been sold is in conflictive 
zones or is otherwise impossible to sell. 

Phase I11 permitted peasant renters or sharocroppero to claim up to 7.5 
hectares (17.3 acres) of land they had been working as their own property. A 
total of 240,000 acres of land were expropriated by the GOES and transferred 
to approximately 56,000 beneficiaries under this program. FZNATAF the 
Agrarian Reform Finance Corporation, was charged with arPlninistoring Phase 
111. Many lsndowners affected by Phase XI1 were not wealthy and reacted 
strongly to the expropriations. Violence and forced evictions of 
beneficiaries were serious problems in the early 1 0 8 0 ~ ~  The deadline for 
filing clain~s under this provision was in 1984, but tJtling under Phase 111 
continued into 1992. FINATA boasts that the small-landholder beneficiaries of 
Phase I11 produce more jobs gsr acre than their Phase I cooperative coll+aguas 
despite the fact that Phass I beneficiaries generally have better land and 
more access to credit and technical assistance. Coop leaders argue that the 
war and the denial of credit and technical assistance have hurt Phase I coops, 
while banks and the GOES give preference to small landowners. Small 
farmer-leaders do not depend on economics to defend cooferativism, however, 
arguing that the rural poor must ati.ck together to avoid exploitation. 



On April 12, 1991, the GOB8 parnod a long awaited and controverrial 
wBanoPiaiarioa Righta Laww dorignod to "aonrolidato kho Agrarian Reform and 
guarantee logal reaurity of ownorrhip." Tho US0 rupportod tho law*r goal of 
giving benefiaiarier 02 Pkaro 1 the right to ahooro land tenure optionr other 
than the oolloctivo farm modal mandated when tho reform war parred in 1980, 
Tho proviour PDC govermont rerirted UBQ ruggertionr along there linor, 
arguing that conmunitarirm war part of tho party'r rocial philorophy and that 
boneficiarior war. not rophiotiaatod enough to make ruch a ahoico. The Duarte 
adminirtration had favored a paternalfistio ryrtem of "GO-management*' in which 
ISTA had a heavy hand in running the coopa. Tho new law permits beneficiaries 
to ahooro whothor to retain comunal land tonure, divide tho lend into 
individual plotr, have a mixture of individual and communal tenure, or retain 
collective ownetahip but with incro&sed logal rights to coop members, ouch as 
the ability to trade coop aheres. 

Small-farmer organizations opposed the beneficiary rights legislation, 
charging the GOES with attempting to roll back agrarian reform. Proe choice 
for peasants i~ the essence of the law, and the GOES has promoted individual 
land titling as part of efforts to improve agricultural production and reward 
individual initiative. As of October 1991, 56 coops had officially voted to 
determine which land temre option they preferred; 37 chose individual land 
tenure, 17 chose a mixed system retaining some communal land, and 2 chose a 
system of share ownatship called "real participation," Almost half of the 
coops voting so far have rejected complete parcelization, leaving little 
evidence the GOES is forcing parceliaation on farmers as some coop 
organizations had claimed. 

The Salvadoran Land Bank was designed to facilitate and finance the 
voluntary sale of properties to landless farmers in order to continue land 
reform without further expropriations. The Land Bank, with $3.75 million in 
ESF-generated local currencies, was established in September 1991, To date it 
has financed the purchase of over 30 properties benefiting approximately 400 
small-farm families. 

Land Reform has been associated with the armed conflict since its 
inception, albeit in contradictory ways. Initially opposed by the FMLN as a 
"counterinsirrgency action," and by the right as a violation of property rights 
and threat to the oligarchy, agrarian reform later became a guerrilla rallying 
cry and was an important part of the New York Peace Accords. The M ' s  
desire to retain control of land in conflictive zones occupied by its 
sympathizers during the war was met by GOES agreement to "honor present land 
possession arrangements in conflictive sonos until legal land tenure could be 
established." The GOES promised to purchase land on behalf of those occupying 
them in FMLN base areas or relocate occupants to nearby areas if landlords 
refuse to sell. The FMLN will provide an inventory of lands its supporters 
claim within 20 days of the signature of the accords, ond the GOES promises to 



logaliro tho rtatur of thore lands within air monthr, including the provirion 
of titlor. IrMLN aomunitioo will rook to prororvo tho aomnunal production 
ochomor on thoro lands in order to maintain politic81 rupport for tho IWLN. 

Tho 00E8 har a180 agreod to acaolorato voluntary land tranrforr to rmall 
farmots through tho land bank and other mochanirms, m d  onforoo conrtitutional 
roquiromontr to dirtributo what little land remain8 in plot8 larger than tho 
Pharo I1 limit (246 hoetaror). Tho OOEB promirod to rorpoct tho July 3, 1991 
agraomont botwoon tho OOtB and rmall-farmer organirationu, allowing thore who 
illmgally occugiod land@ before tha.t date to remain on tho land. Tho GOES 
will alro mnruro the availability of'crodit and the inclusion of 
roprorontativo rmall-farmor orgnniaationr in tho dorign and implomentation of 
agricultural crodlt programr. COPAZ will form a aommirrion to monitor thooo 
agroomontr, confirm claimr to land in conflictive roner, and arbitrate betwoen 
claimants 8nd landlordr. 

Poace will bring many banefits to El Balvabor, but an end to the "land 
problem" is not one of them. Negotiated agreements will provide .land to 
ex-combatants but leave tan8 of thounands of the rural poor still landless. 
Land in conflictive rones, including rome not "claimed" by the FMLN, will be 
available for the first time, but there is simply not enough to go around. 
Some cooperetive leaders hold to the argument that the shortage of land argues 
for more collectivism, eince there are not enough "parcels" to go aroond. The 
ratio of land to families on many coops is very high, however, while thousands 
of non-coop members remain landless, some serving as laborers on the same 
haciendas they works3 bqfore agrarian reform. Productivjty problems aside, 
agrarian reform cooperatives are benefiting far fewer peaeants than the land 
could rupport. 



ANNEX IV 

ECONOMIC ANALYSIS 

The prolonged internal oonfliot in El Salvador has resulted in 
a aieeable aooumulation of inveatwbnt requirements beoause of (1) 
the war-related damage to the eoonomy; ( 2 )  the loss of capital 
stoak due to normal wear and tear and to laok of magntenanoe and 
repair; (3) the need for expanded uoverage of rooial sarvioes to 
help reduoe social and palitical tensions (as well as to faoilitate 
long-run eoonomic growth); and (4) the limited fisoal oapacity of 
the QOES over the last dozen gears to fund investment requirements 
with its own xeaources. 

Although the eoonomy experienced 8DP growth of 3.4% in 1990 
and 3.6% in 1991, and an expansion of up to 4.5% is projected for 
1992, much of the investment needed to sustain and improve this 
encouraging macroeconomic performance in the short and medium runs 
will continue to requLvo exterxl financing, notwithstanding 
significant improvements in the GOES'S public finanoes. 

Before examining the government's National Reconstr~rction Plan 
for the period 1992-97, it is useful to look briefly at some key 
economic indicators for 1989-91, as well as prodections for 1992. 

.. Theae are shown in Table IV. 1. The improvement in QDP growth in 
1990 and 1991, cited above, is attributable not onlj to growing 
expectations that the internal conflict would soon be resolved, but 
also to the sharp improvement in economic policy formulation after 
the current administrotion assumed office in June 1986. These 
aolicies enabled the government to obtain a 12-month stand-by 
arrangement with the IMF in humst 1990, as well as a structural 
adjustment loan from the World Bank. The government made no 
drawings under the IMF stand-by, not because of non-el.cqibility but 
raCUher because the foreign exchange was not needed.1 r; new stand- 
by was approved on January 8,  1992, with tho QOES likewise 
regarding it as precautionary, not expecting to make any drawings. 

Household survey data show that the expansion of the economy 
over t.:?.~ last two years resulted in an increase in urban employment 

1 A11 the December 1990 performance criteria were met, as were 
all March and June 1991 criteria except for the limitation on use 
of domestic bank credit by the nonfinancial public soctor. The 
latter was not met only became disbursement of the first tranche 
of the World Bank structural adjustment loan was delayed, for 
technical reasons, from the first quarter of 1991 until August. 



of 100,000, from 790,000 in 1989 to 800,000 in 1991.2 The urban 
unemployment rate fell from 8.4% to 7 .6%,  while visible 
underemployment (tho degree to which those wishing full-time work 
fall short of thair target) fell from 12.X to 7.5%. The household 
aurveya do not yet cover rural areas; but rural employment probably 
registered a artrong gain in 1990, when agricultural production rose 
by 7.4%. In 1991, however, poor weather aonditions resulted in an 
estimated decline in agricultural output of 0.3%. 

One nf the most encouraging results of the government's 
economic policies haa been a significant reduction in the rate of 
inflation. On a December-to-December baais, consumer prices during 
1991 rose by a relatively modest 9.8%, down from 23.5% in 1989 and 
19.3% in 1090. This was facilitated by improvements in fiscal and 
monetary policies and by the recent stability of the exchange r~+ls. 
The narrow money supply (Mi ) , changes in which are only imperfec' ~y 
reflected in price changes, grew only marginally in 1991 after 
rising by an average of 18.8% in the two previous years. The (more 
desireble) growth of quasi-money (time and savings deposit$), which 
lagged well behind consumer price increases in 1989, outpaced 
inflation by an average of 18 percentage points in 1990 and 1991, 
a reflectior~ 03 policy reforms that established positive real 
interest rates and attracted substantial reflows of Salvadoran 
capital from abroad. 

Gross domestic investment, which dropped sharply to 11.8% of 
GDP in 1990 from a 1989 rate that was unusually high for the last 
ten years, began to recover in 1991, rising to 12.7%. Gross 
national savings, which fell from 6. 0% of GDP in 1989 to 5.1% in 
1990, recovered even more rapidly in 1991, to an estimated 7.2%. 

The deficit of the consolidated nonfinancial. public sector, 
which was 5.8% of GDP in 1989, fell to 2.5% in 1990. Most of the 
improvement, however, was due to. a sharp cutback in capital 
expenditures, with adverse effects on medium-term growth prospects. 
Current expenditures also fell slightly as a percentage of GDP, 
while current revenues experienced a much-needed improvement. 
These positive revenue developments continued into 1991, although 
the gains were less than expected because of delays in implementing 
revenue measures. Also, expenditures were higher than anticipated 
because interest on the internal debt was underestimated, social 
safety net programs were expanded, and a serious drought caused 
expenditures by the electricity parastatal to exceed expectations. 

2 The reported growth in employment may be overestimated, as 
it implies an annual increase in the labor force of 5.7%. While 
such a growth rate is possible, because of inmigration end. the 
return to the labor force of discouraged workers, an annual labor 
force growth rate of about 4.5% seems more likely. In thii3 case 
the urban employment gain would be a still impressive 81,000. 



Even 60, the nonfinancial public sector deficit appears to have 
risan by no more than one percentage point to 3.5% of QDP. 

In the balance of payments, exports rose significantly in both 
1980 and 1991, butthey remain at relatively depressed levels; the 
1991 estimate of $621 million is fer below the 1979-80 average of 
$1,104 million, sapecially in real terms. Imports grew even more 
in absolute terms (though at slower ratea) with the acceleration of 
economic growth, and they remain more than twice as high as 
exports. Qn the positive side, recorded private transfers rose by 
$202 million between 1989 and 1991, although thc'actual increase 
was less than this amount.8 The capital account improved sharply 
in 1990, mainly because of a large inflow of private capital, a 
response to the better policy environment as well an the improved 
prospects for peace. 

The balance of payments recorded increases in not 
international reserves of $117 million in 1990 and $45 million in 
1991. This helped stabilize the exchange rate and -- in 
combination with generally prudent fiscal and monetary policies -- 
hold down the rate of inflation. At the same time, the combination 
of large remittance inflows and official transfers over a number of 
years has produced a "Dutch disease" effect on the exchange rate 
that has eroded the competitiveness of exports. This erosion does 
not yet appear to have become a major problem -- it has been 
partially offset by a depreciation of the dollar with respect to 
other major currencies -- but export competitiveness needs to be 
closely rnonitored.4 

The projections for the economy in 1992 shown in Table IV.1 -- 
-~act of the National Reconstruction Plan -- 

show a GDP growth rate of 4.5%, inflation (December-to-December) of 
9-12%, and continued increases in savings and investment rates. 
Banking system credit to the private sector is projectt~d to grow in 
real terms for the third year in a row. The fiscal deficit is 
expected to fall to 2.4% of GDP, largely because of revenue gains. 
It is anticipated that a relative increase in capital expenditures 
will be offset by a relative decline in current expenditures, 
despite salary increases that begin to reverse the sharp real 
declines of recent years. No internal financing (actually negative 
financing) of the fiscal deficit is expected for the third year in 
a row. The balance of payments Is projected to show another 

a Many of these flows had previously been recorded as short- 
term capital inflows or errors and omissions. 

4 Although prices rose very little over the last six months of 
1991, this was due partly to seasonal factors. Salvadoran 
inflation in 1992 is still expected to be higher than inflation in 
the United States and Europe. 



increase in reserves, of $90 million, despite a projected private 
capital inflow of only $7 million, which seems to be an unduly 
pessimistic assumption. 

Bull implementation of the NPP in 1092 would require about $80 
million. However, if moat of the financing were provided by A.I.D. 
from currently tuvailable resources, as anticipated (see below), net 
additional forexgn exchange inflows would be much less than this. 
The GDP growth rate would thus rise only slightly above the current 
projection of 4.5%. 

STRUCTION PLAN 

Given the significant progress during 1991 toward ending the 
country's internal conflict, the GOES began to prepare a National 
Reconstruction Plan (NRP) to facilitate and accelerate the process 
of economic recovery, particularly by reintegratingthe conflictive 
zones into the national economy and society. The NRP seeks to 
ensure that economic growth will be broad-based by focusing on the 
most severely affected parts of the country, emphasizing democratic 
participation, and allowing local governments to exercise greater 
decision-making regarding investment programs and other activities 
in their communities. More than 800,000 people live in the 
targeted areas. 

A preliminary version of the NRP was circulated in September, 
and revised drafts appeared in November and early January. The 
GOES is seeking to build up a national consensus in support of the 
NRP through discussions with, and feedback from, key groups in 
society such as private-sector organizations, labor unions, the 
church, and the political parties. The early January version calls 
for expenditures of $926 million in three phases spanning five 
years : 

Phase I: Immediat,e $ 27 million (1992) 
Phase 11: Short-Term $360 million (1992-93) 
Phase 111: Medium-Term $539 million (1992-96) 

The final total is expected to exceed $1 billion. 

The Grupo Asesor Econ6mico y Social (GAES) in MIPLAN assumes 
F'hases I and I1 of the NRP will be financed entirely by 

external grants, while Phase I11 would be financed by soft loans 
and, to a limited extent, from the GOES'S own resources. Thus, 
although these expenditures will add to the fiscal deficit, other 
things being equal, they would be financed in a relatively 
noninflationary manner, as the GOES would not have to resort to 



borrowing from the domestic banking system.= The principal fiscal 
concernq, then, become those of (1) absorptive aapacity, where 
shortcomings would diminish the efficiency of current and capital 
expenditures, and (2) the recurrent-cost implications of planned 
investments, which would add to total expenditure requirements in 
future years. The absorptive oapaoity issue is addressed elsewhere 
in this document, but additional remark8 on some aspects of the 
problem are in order in this Annex. 

The overall macroeconomic impact of the NRP program appears on 
first sight to be rather massive, creating not only absorptive 
capacity problems of a managerial/administrative nature but also a 
risk that rising domestic aggregate demand will put pressures on 
the balance of payments by raising non-NRP import demand to 
unsustainable levels.6 However, when one considers that the NRP 
is to be spread out over a five- or six-year period, the impact 
appears to be more manageable. A macroeconomic model7 prepared in 
November 1991 by the GAES -- which assumes a six-year 
implementation period and different time periods for the three 
phases -- calculates that expenditures under the NRP (assumed to be 
all capital expenditures) would average 1.4% of GDP in the first 
four years and 2.4% in the last two.8 The jump in the size of NRP 

5 Inflationary pressures will be minimized if increased 
. . expenditures from external grants are channeled largely into 

imports rather than into demand for domestic goods and services. 
The great bulk of external loans, presumably, will be used to cover 
foreign-exchange costs. 

6 In the short run, rising imports might be financed in part 
by higher inflows of remittances and private capital; but this 
would continue the "Dutch disease" phenomenon of an appreciating 
real effective exchange rate, with negative implications for 
exports, and even greater pressures on imports. Eventually, 
foreign exchange reserves would begin to fall. 

7 The model is a modified version of the World Bank's RMSM 
model. 

8 This is based on a total NRP of $902 million, somewhat less 
than the January 1992 total of $926 million. Assuming a final 
figure of somewhat over $1 billion, these percentages would rise to 
1.6% and 2.6%, respectively. The GAES hopes to have a revised 
version of the model, with updated NRP figures and macroeconomic 
aggregates, by late January or early February. The GAES figures, 
with their six-year time frame, are being used in this Annex 
because they provide more detail on projected annual investments 
under the NRP. 



investments in 1996-97 would be offset, according to the 
. .assumptions of the model, by a decline in non-NRP public 

investment; but it is not clear why such a decline in being 
assumed, since it would take place from a relatively modest level 
and would affeat long-term growth gdveraely.9 The figures are as 
follows : 

B l i x a d m  Other Tot91 Public 
Non-MRP NRP Investment Investment* 

* Components may not add to total because of rounding. 

From a macroeconomic standpoint, the ability of the economy to 
absorb total public investment levels of the magnitudes 
contemplated should not be a problem, Even after the modest upward 
adjustments indicated in footnote 8 -- as well as an upward 
adjustment to spread the investroents over five years instead of six 
-- public investment rates would still be below those achieved in 

.. the 1970s. A more serious question is the GOES'S ability to 
effectively administer and manage significant increases in public 
investment levels, especially given the disappointing experience 
with earthquake reconstruction programs several years ago. 
However, the new government has demonstrated better administrative 
and managerial abilities than its predecessor, and the devolution 
of some decision-making to local governments, monitored by local 
voters, should further improve the efficiency of public-sector 
investments. Even so, absorptive capacity problems are likely to 
be present, especially considering the large number of external 
donors who probably will contribute to the NRP. 

9 This comment holds even after adjusting the investment rates 
upward to account for optimistic assumptions regarding GDP growth -- i.e. assuming that both NRP and non-NRP investment leveh are 
the same but that GDP growth is overstated, the public investment 
rates would be somewhat higher. The GAES model assumes a sharp 
rise in private investment rates and capital-output ratios in the 
neighborhood of 3.0, thus yielding GDP growth rates averaging 6% 
during 1993-97. These are not implausible assumptions, but they 
are optimistic, especially if one anticipates some absorptive 
capacity problems. 



Several assumptions made by tha OAES ragarding the nature and 
funding of NRP activitien might be discussed at this point. Ifirnt, 
.as noted above, the OAES model assumas that all of the NRP 
activities will be capital expenditures; but some of them are more 
appropriately eonsidered as ourrent expenditures. This is one 
reason why the QDP growth rate' projeotions seem optimistic. 
Second, it i assumed that all of the Phase I and Phase I1 
activities will be grant-funded, while all o f  Phase 111 will be 
financed by soft loans and the OObeS0s own contributions. In 
practioe, some Phase I1 activities are likely to be loan-financed, 
and some Phase I11 activities grant-funded. Over the long run, 
this might have little effect on the big scheme of thingslo; but 
in the medium term the assumptions tend to underestimate the length 
of time that El Salvador will continue to depend heavily on 
external grants, esyecially if ODP grows slower than in the QAES 
projections. Although the percentage of total GOES public-sector 
expenditures financed by external grants has been declining, it 
remains significant and will continue to be so throughout the NRP 
period, notwithstanding the QAES projections reported below, which 
overstate the speed with which external donations can be phased 
out. The proportion of the central government's total consolidated 
expenditures financed by external grants was 17.8% in 1990 and an 
estimated 9.6% in 1991. For 1992-97, assuming full imglementat.ion 
of the NRP, the GAES projections show the following figures for 
external grants (in millions of colones and as a percentage of 
consolidated central government expenditures): 

Year 

Percent of 
Non- Total Ex- 
NRP NRP Total penditures 

It is difficult at this time to address the recurrent-cost 
issue from the standpoint of the NRP as a whole. The GAES has 
requested recurrent-cost information for all components of the NRP, 
but it appears that little has been provided to date. For areas 

1 0  This is largely because of two effects that may offset each 
other: harder terms for loans, but a higher percentage of grants, 
than the GOES appears to anticipate. Changes in the timing of 
external inflows, other things being equal, will have relatively 
little effect on long-term economic growth. 



such as health and education, where service delivery is to be 
expanded, recurrent-cost increases, other things being equal, will 
,clearly be relatively significant. Eor other types of social 
infrastructure, such as water and sewerage systems, they are likely 
to be relatively modest. It is possible that some of the increases 
in recurrent costs might be borne by local governments or 
communities, thus easing pressures on central government finances. 
Moreover, both because of decentralization and for other reasons 
one would expect that central government administrative costa could 
be reduced, thus offsetting some of the increased outlays 
associated with the expansion of service delivery. 

For investments in economic infrastructure (including 
electricity, roads, communications, and ports), maintenance and 
repair requirements will increase along with the size of the 
capital stock in these areas. On the other hand, the comir~g of 
peace should eliminate the need for frequent and costly repairs to 
economic infrastructure necessitated by wartime damage. 

The net effect of these different forces on recurrent costs 
cannot be determined at this time; but such costs need to be 
monitored closely. This issue can be addressed through a covenant 
committing the GOES to making recurrent-cost estimates for all 
components of the NRP, whether financed by A.I.D. or by other 
donors. 

D. GOES S U P P O R T F O R  N m  RR-' 

The pjoposed $280 million USAID program will support 
approximate'ly 28% of the total cost of the NRP. In the earlier 
years, however, that percentage will. be much higher, since (1) most 
other donors will not be in a position to mobilize resources and 
implement prr~qrarns as q13i.clr 1 y A .  I . I ) .  , and (2) the GOES itself is 
not yet in a position to provide significant resources of its own. 

The proposed year-by-year breakdown under the entire NRP is 
still under discussion within the GaES, but the December 11 
estimates used by the GAES, based on a total NRP of $902 million 
over a six-year period, may be used as a starting point to 
illustrate the impact of the proposed USAID program. These figure3 
will then be multiplied by 1.12 to reach a total of just over $1 
billion, the anticipated size of the final NRP. The results are as 
follows (in U.S. dollars):11 

1 1  Figures in calones in the GAES table are converted to U.S. 
dollars at the following exchange rates: 1992 - 8.*1; 1993 - 9 . 2 ;  
1994 - 9.7; 1995 - 10.0; 1996 - 10.4; 1997 - 10.7. The dollar 
figures for 1992-95 correspond to those zeported above in m. 



NRP NRP A.I.D. funding A.I.D. % Share 
Year (OAES) x 1.12 = (Add.) Current Request Current Request 

Total 902.4 1010.7 , 140.0 280.0 13.9 27.7 

These figures show that the USAID proposes to fund 
approximately 81% of the NRP budget in 1992; 61% could be provided 
from existing funds in this first year of peace and reconciliation, 
when it is important that those living in the former conflictive 
zones be given clear signs that their hopes for a better life can 
be realized.12 But the USAID's ability to continue supporting 
the NRP will fall off sharply thereafter -- to about 37% of the 
total in 1992 and 31% in 1994, and very little in subsequent years -- without additional resources. It will be difficult enough for 
the GOES to mobilize $730 million from other donors, and from its 
own resources, to complete the funding package for the NRP. Having 
to mobilize an additional $140 million would be even harder. 

Of the $67.8 million that A. I .D. would provide in 1992 with .- expanded funding, an estimated 80% would comprise local currency 
costs. This probably is similar to the figure that would have 
prevailed had the $51.2 million in existing resources been used for 
other purposes. Thus the additional $16.6 million in A.I.D. 
resources in 1992 at the requested-level will have only a small net 
positive effect on foreign exchange inflows. 

With the cessation of hostilities, and the planned reduction 
of 50% in the number of military personnel over a 22-month period, 
it might be thought that the GOES will have significant resources 
of its own to devote to the NRP. That will not be the case, 
however, for at least several years. The reasons are the 
following: 

The reduction in military forces will take place 
gradually and will need to involve severance payments for officers 

1 2  The A.I.D. funding figures used for these calculations 
assume an identity between obligations and expenditures. While 
there are likely to be some differences between the two, they will 
not be significant enough to affect the broad results. 



and others whoaa Garears are bein# out ahort by this r~duction in 
, force.. Agraement has been reaahed that thaae will amount to one 

year's salary. Thus, since all those Leaving military service in 
1992 will be on the payroll for at least part of the year, total 
military personnel aosts this year will aatually inaraase as a 
result of the reduction in force, unless a signifioant proportion 
of the severance payments La not paid until 1993. 

In addition, the armed forces have existing financial 
obligations to thoir personnel and their families -- incurred to a 
large extent aa recruitment incentives -- which the Armed Forces 
Social Assistance Institute (IPSBA) has insufficient resources to 
cover. The amount of these obliglktions has not been determined 
yet, but fulfilling them is likely to require contributions from 
general budget reaourcea.la 

Even after the initial fiscal effects of a 50% reduction 
in force have run their course, the total military budget will not 
decline by 5096, since national defense involves a certain amount of 
fixed costs. 

The establishment of a new civil national police force 
will partially offset the savings from the reduction in military 
forces, especially in the short run, when one-time start-up costs 
will be incurred. 

A reduction in civilian public-sector employment of 
perhaps 6,000-8,000 is likely to occur in 1992, through voluntary 
separation and early retirement; but severance and retirement 
payments will mean net fiscal savings this year of only about $0.9- 
1.2 million, based on assumptions made in a recent consultant's 
report. Beginning in 1993, annual savings, based on the same range 
of employment reductions, would be $14.7-19.5 million. These 
savings, however, need to be applied to deficit reduction rather 
than the NRP. 

The privatization program was projected to yield one-time 
(sale) revenues of C/ 300 million (about $37 million) in 1992; but 
the actual amount will be considerably smaller because of the 
program's unduly optimistic assumptions about the pace of 
privatization. Potential annual savings from the program (to the 
extent that the privatized enterprises would have incurred a 
combined deficit) appear to be quite small and in any case should 
be applied to overall deficit reduction rather than the NRP. 

The GOES has just signed a 12-month stand-by arrangement 
with the IMF that calls for policy discipline, including increased 
tax revenues, to reduce the fiscal deficit. The IMF will adjust 

1 3  For a discussion of the nature of these obligations, see 91 
SAN SALVADOR 14643 (November 22, 1991). 



romo targets to account for NRP rpmnding finanomd with external 
resources; but it is unlikely to revire those targets to allow the 
QOES to finanom NAP programs through internal borrowing, Indeed, 
the program calls for banking-syrtam credit to tha, public rector to 
be negativa. Bilaroal and monetary discipline will need to be 
continued throughout the NAP period. 

Interest payments on the internal debt roue sharply in 
1991 because of debt consolidation, arrears clearing, and 
prepayment of interest, and they are projected to average C/ 605 
million in 1893-94 before falling to C/430 million by 1997. 

In diverttine a significant portion of its existing 
portfolio to the NRP, the USAID will no longer be providing support 
tu u x i u l i ~ ~ g  itcrng LLI I.hu QO!I:: budget, either to specific activiti(2s 
or through generalized budget support (see below). The amount no 
longer available for these purposes averages about $18 million 
annually over the next three years. This means %hat the QOES will 
either have to find additional noninflationary resources to support 
these activities, or the activities will have to be discontinued or 
reduced in scope. Although domestic revenues are rising -- from 
10.3% of QDP in 1989 to a projected 13.0% in 1992 (sea Table IV.l) -- it is difficult to expect them to.rise at a faster pace in the 
current social and political environment.14 Moreover, part of 
the increase is needed to raise non-NRP public investment from its 
very low 1990 level. 

It .is not feasible for the GOES to continue finding 
additional resources by squeezing the real salaries of government 
employees, which have fallen sharply over the last several years. 
The anticipated modest reversal of this trend in 1992 is overdue. 

A temporary situation resulting in unplanned expenditures 
in 1992 is the continuing problem of electricity generation caused 
by the 1991 drought. The government will need to continue 
assisting CEL (the energy parastatal), until the May/June rainy 
season, to pay the higher costs of the thermal power now replacing 
hydroelectric generation. These extra costs could be in the 
vicinity of C/ 100 million ($11.5 million). 

In summary, the GOES budget can still be characterized as 
austere, with little scope for making any contribution to the NAP 
at this time without sacrificing other important programs. There 
is, however, one easily identifiable immediate peace dividend: 
resources that formerly were spent to repair or replace 

14 The GAES projects that domestic revenues will continue to 
rise, reaching nearly 15% of GDP by 1996. A 1-point increase in 
revenues as a percentage of GDP, it might be noted, currently 
yields about $60 million. 



infrartruotura (erpeoially afaatrio power faoilitiar and roadr and 
. . bridger), damaged or destroyed a# part of tha oonfliat, oan now be 

used to add to the oapital atoak rather than to maintain it. But 
rinaa there gerouroes have bean providocl by A.I.D., this i a  a peaoe 
dividend for the OESQ rather than the aORS. 

The shift to the NRP of $140 million in ourrently available 
A. I. D. resources over the next three years meanr that an equivalent 
amount of other aotivitie8 will be foregone. In some oases, the 
shifts simply involve a ahange in benefloiaries, with the programs 
themselves remaining the same. One oould argue that the net 
maaroeconomic effects of such ahifts are aero; but if improving 
living standards in the former oonfliative cones does more to 
secure the peace than improving them in other areas, there should 
be a net economic benefit -- which defie8 easy measurement -- to 
the switch. 

A similar rationale lies behind shifts from one type of 
activity to another. In principle, one can justify a switch out of 
an activity with, say, a traditionally-measured 16% internal rate 
of return, to one with a 12% return, .if the latter is believed, 
unlike the former, to help prevent a resurgence of violence. The 
shift is economically Justifiable if it prevents a (probability- 
based) stream of violence-related economic losses whose present 
value exceeds the differential between the present values of the 
15% and 12% investment streams. The Hission is in fact implicitly 

.. making such judgments in deciding upon changes in the composition 
of its portfolio. Economists are not always in a good position to 
second-guess the implicit probability calculations involved in a 
decision to forego, say, a farm-to-market road in La Paz in favor 
of credit for land purchases or a land-mines awareness campaign. 

Economists, nevertheless, can still help enhance the 
productivity of the new activities, e.g. by paying attention to 
cost-effectiveness issues in program designls and by helping to 
design and carry out impact evaluations. Such evaluations would be 
particularly helpful for the Municipalities in Action program, 
which is to receive more than one-third of the USAID's planned 
contributions to the NRP. Without necessarily questioning the 
basic validity of the judgment of two previous evaluations, which 
concluded that the program has been both an economic and a 
noneconomic success, it might be noted that the evaluations did 
little to examine the ex post economic impact of the specific 
investments on output, employment and income in local agriculture, 
manufacturing, and services, probably because an evaluation of 
these effects would have been premature. Such an impact evaluation 

1 5  For example, might not on-the-job vocational training be 
better than full-time, classroom-basus vocational t r a i n i n ~ ?  



is dorirablr in tha naar futura. It rhould rpeoifically faoufi on 
aommunitiar in whioh multiplo invertmentr hava baon made, in ordar 

a to rrrivo at roma judumant about wha+.her .t;horcr appaarr to bo a 
sharp drop in the marginal benafitr of rueoorriva projectr in a 
givan oomrnunity. Thir would bo unaful in halping to datermine 
whether tho rcope of this program ahould ba inormared or doarsarsd. 

Thir reotion will aonclude with rome brief oommentr on the 
proposed reprogt1amming of Ircaouroar from sevrn DA projocte, and of 
looal currencies assoaiatad with EBB programs. A11 reven DA 
projectr will involve shifts in the gaographia distribution of 
benafioiarier in favor of those living in tho former confliotiva 
zones. Some will also involve shifts in the oomposition of program 
activities. Eor example, tha rural 01eatrtL"ieation project may 
devote more resources to installation and fewer to technical 
assistance; in the displaced persons projeot, the type of technical 
assistance may ahangs; and the infrastructure rapair project will 
no longer focus on putting back into aervice facilitie8 damagad by 
insurgents. Theae shifts respond to the differing needs of tho 
beneficiaries targeted under the NRP; but with the exception of the 
rafocusod infrastructure repair project -- identifiad earlier as a 
peace dividend -- the net macroeoonomic impacts of (he shifts in 
both activities and haneficiaries are not readily apparent. It is 
recognized, of course, that these activities have important 
noneconomic dimensions, the impact on which needs to be monitored 
a1 ang w i  t th   PI* el-t-~nomic impacts. 

The USAID's proposed contsibutiorr to the NRP also calls for 
shifts in the use of local currencies. Of the $65 million in ESE- 
related local currencies being reprogrammed over four years -- 
$23.25 million of this amount in 1992 -- approximataly $30 million 
will no longer be available for generalized budget support to the 
GOES, while the remaining $15 million or so will be unavailable to 
fund specific projects. Thus it is up to the GOES to decide how to 
allocate necessary budget reductions and/or to raise additional 
revenues, either externally or internally (in a relatively 
noninflationary , in order to meet the targets under the 
economic program agreed to with the IMP. It is difficult to 
predict what specific actions the GOES will take and the oxtent to 
which they might jeopardize the goals and objectives of the NRP. 
Clearly, it will be important for the USAID to track such changes. 

Given the tightness of the government's fiscal, position, both 
now and over the medium term, it f a  important that more attention 
be paid to the recurrent-cost imp~ications of the USAID'S proposed 
contribution to the NRP, as well as those of the NRP as a whole. 
Over the medium term, the reduction in the size of the military 
forces will provide a peace dividend that would be most effectively 
used to expand social services that improve the quality of the 
country's human capital. But expansion in these areas should not 



proceed faster than the GOES'S ability to finance such programs 
. with its own resources over the long run. The GOES cannot count on 

high levels of external assistance,for such pu.rposes indefinitely 
into the future. 

A review of the six components of the USAID's proposed program 
reveals the following recurrent-cost effects: 

1. e Conflictive Zone Relief: None, except possibly 
some relatiF.","nor elements of health z v i c e s  delivery which it 
may be desirable to transfer to permanent health programs. 

3 .  and R c a n a m i c t i v x t F p n  in the C- 
Zanes. If the Municipalities in Action program continues to 
receive high marks, it should become a permanent program, albeit at 
a lower level of funding, perhaps in the neighborhood of $12-15 
million per year. The source of funding should be gradually 
transferred from A.I.D. to the GOES, and then frori the GOES to th 
municipalities themselves, a process that will take a number 0% 
years. Given the importance of this activity for meeting GOES and 
USAID objectives, it would be unwise to terminate it abruptly after 
A.I.D. resources run out in 1996 (or 1994 without additional 
resources). Therefore it would be appropriate for the GOES 
gradually to increase its own funding for the program over the NRP 
period, and for the municipalities to be given the authority to 
begin raising their own revenues. 

Under the Health and Education Services sub-component, 
activities with recurrent-cost implications are: equipping and 
supplying health posts and clinics; vaccinations; school supplies, 
equipment, and furniture; and hiriniz additional teachers. 
Additional annual maintenance costs for health posts and schools, 
including salaries of teachers and health workers, are estimated to 
total $8.1 million, or approximately 1.1% 09 currently estimated 
public-sector expenditures in 1992 without the NRP. 

4. Transfer Mechanisms: None. 

5. or P W  I-: The expansion of water 
and sewer systems, electricity generation and distribution, and 
road networks will add to the costs of administrative overhead and 
create additional requirements for maintenance and repair. For 
roads, additional mairtenance and repair costs are estimated at 
$1.5 million per year. In principle, additional recurrent costs 
for water and sewerage servl.ces, and for electricity generation/ 
distribution, can be covered by user fees. However, these fees are 
now underpriced, requiring government subsidies in one form or 
another. Thus they need to be raised to avoid additional budgetary 
outlays on a recurring basis. 



6 .  am Audit and Management: While t h e  USAID's 
requirements  i n  t h e s e  a r e a s  w i l l  even tua l ly  end,  t h e  GOES should be 
encouraged t o  develop i ts  own programs, funded by its own 
re sources .  

The USAID w i l l  work c l o s e l y  with  t h e  GOES dur ing  the NRP 
per iod  t o  i d e n t i f y  t h e  r ecu r ren t - cos t  requirements  of NRP 
a c t i v i t i e s  -- i nc lud ing  t h o s e  f inanced by o t h e r .  donors -- and t o  
plan f o r  t h e i r  u l t i m a t e  f inanc ing  e n t i r e l y  wi th  t h e  GOES'S own 
resources, .  
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TABLE IV 

KEY ECONOMIC INDICATORS, 1989-1992 

GDP Growth Rate (%) 

Urban Employment 
Thousands of Persons 
Unemployment Rate (%) 
Visible Underempl. (%) 

Inflation (CPI; X )  
Annual 
December-December 

Money Supply Growth 
(Dee.-Dec.; %) 
Money (Mi) 
Quasi-Money* 

Wet Domestic Assets 
(% change, Dec.-Dee.) 
Credit to public sector 
Credit to private sector 

Gross Domestic Investment 
(% of GDP; current prices) 
Gross National Savings 
( X  of GDP; current prices) 

Consolidated Nonfinancial 
Public Sector (% of GDP) 
Current Dom. Revenues 
Current Expenditures 
Current Acct. Savings 

Capital Expenditures 

Overall Deficit 

Financing 
Donations 
External (net) 
Internal (net) 

(continued) 
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TABLE IV.1 (continued) 

Balance of Payments (tm) 
Exports, FOB 497 580 621 706 
Imports, CIF -1161 -1262 -1365 -1470 
Services, net -39 -23 -21 5 
Private Transfers 237 345 439 460 

Current Acct. Balance -466 -360 -326 -299 

Official Transfers 282 223 179 260 

Private Capital, net -67 231 125 7 
Official Capital, net 150 1 a 64 76 
Banking Capital, net 7 0 -164 46 

Capital Acct. Balance 90 232 25 130 

Overall Balance -94 
Chg. in Arrears (decr. - )  7 1  
Rescheduling 60 
Chg.,Net Off.Res.(incr.-) -37 

e Estimate. 

P Projection; excludes effects of the NRP. 
.. 

x Upper end of the projected range; the lower end for December- 
December is 9%. 

* Savings and time deposits. 



ConaJ.stent with the objectives of tho NRP, the Project will direct assistance 
toward a target group comprised of nearly 800,000 inhabitants of the 
conflictive zones, which include a total of 99 mw.icipalities. This target 
group includes: (a) ex-combatants from both sides in the conflict) (b) 
displaced persons: (c) repatriated persons; and (8) those inhabitants of zones 
most affected by the conflict. 

Immediately after the war, there will be about 6,000 ESAF ex-combatants and 
about 5,500 from the FMLN. The ESAF numbers will increase in accordance 'with 
the scheduled reduction included in the Peace Accord. The current estimate of 
displaced persons is approximately 38r000. The repatriated population, 
comprised mainly of exiles returning to the country from refugee camps along 
the Honduran border, is currently estimated to be 30,000. According to the 
U.N. High Commission for Refugees (UNHCR), there are approximately 25,000 
registered Salvadoran refugees living in other Central American countries and 
Mexico. The majority of these refugees have been living individually or in 
cooperative groups for some 10 years. It is estimated that approximately 
8,500 of these refugees will return to El Salvador. 

a~alities in Action Proaram 

As a centerpiece of the NRP and a program which best represents the GOES'S 
emphasis on a participatory, decentralized approach to national recovery, the 
MEA experience with respect to beneficiary attitudes and responses is 
particularly relevant. Two recent impact evaluations of MEA and MEA's Special 
Programs, conducted in 1988 and 1990 respectively, serve to underscore the . 

level of involvement and participation by the direct beneficiaries. 

Beneficiary attitudes and responses are key indicators of the extent to which 
MEA program objectives are being achieved. That is, the ultimate measure of 
program success cannot be calculated by adding up projects or establishing 
processes. Rather, projects and processes are successful only to the extent 
they serve to convince the population that the decision-making processes are 
opening up at the local level, that the government has become more responsive 
to local needs, cnd that, as a result, the GOES is more worthy of grassroots 
support. 

Most of the projects visited and beneficiaries interviewed by the evaluation 
team were in relatively small municipalities and their cantoneg that had 
received support through the regular MEA program. Discussions with individual 
beneficiaries, municipal officials, and community leaders led to the following 
findings : 



a. Every local population visited, whether municipality or was 
eager to participate in the MEA program. Initially members of the team 
thought that some co~mnunities might decline to participate, either out of fear 
.that they would be punished by the gucprrillas for accepting GOES aid or 
because opposition-party mayors might refuse to cooperate with a program 
controlled by the central government. The latter possibility was suggested by 
an opposition-party spokesperson based in San Salvador. 

As members of the evaluation team spoke to military leaders, governors, 
mayors, and cantonal directors, no one expressed fear that the community would 
be punished for participation in the program. When that possibrlity was 
specifically suggested by team members it was alwayl discounted by the person 
being interviewed. Moreover, the local leaders suggested that, in a sense, 
the guerrillas had been co-opted by the townspeople through close 
identification of the project with the community. The idea being expressed 
was that, given the guerrilla desire to cultivate supportive relationdhips 
with local populations, they could not afford to destroy projects that had 
been identified and implemented by the community. 

b. Program impact has been most dramatic in small, rural $antones which, 
historically, have been ignored both by the central governments and 
urban-oriented municipal governments. Time after time the evaluators were 
told that the local CONARA project represented the first time that any level 
of government had done something positive for the area. While probably 
exagerations, the statements reflected the feelings of cantonal residents. 

c. Most beneficiaries stated that a positive change had taken place in 
their relationships with the municipal government, represented by the mayor. 
Many stated that for the first time their voices had been heard. These 
feelings were most often expressed in communities in which sabildos abiertos 
had been held. 

d. All beneficiaries stated that the projects implemented in their 
jurisdictions reflected locally-established priorities. Most of the projects 
responded to deeply felt, long-identified needs that had not been attended to 
previously. For example, the president of a cantonal organization in Morazan 
stated that the electricity project implemented in his ~antdn had been a dream 
of the community for seventeen years, that his father had fought for the 
project for fourteen years and that he himself had pursued it for three years. 

A groundswell of a rapidly increasing level of community participation in 
municipal affairs is evident throughout the areas of the MEA special programs 
as well. w d o s  abiertos are being held more often than 2 years ago, when 
many of the communities were just arranging to hold their first 
abieru. Although security considerations still make it impossible to hold a 
a i l d ~  aierto at least once every 3 months as provided for in the Municipal 
Code, they are held regularly. CONARA records, for example, indicate that 570 
sabild~a bbiertoa were held during 1988-90. 

Of equal or greater importance is evidence that attendance at the Eabildos 
Niertos has grown. Average attendance increased from 143 participants in 
1988 to 255 in 1990. To~Speople have recognized that these fora provide them 



an opportunity to express their preferences for prioritizing community 
projects and, in addition, are an avenue whereby they can hold ministry and 

. service agency officials as well as the mayor and his administration 
accountable for their actions. 

The beneficiaries certainly feel that the figures prominently 
in the process of project identification. Its psychological value cannot be 
overstated. The ceu':uries-old tradition of the patron has not been eliminated 
in these few years. It has, however, been shifted back to the community level 
to an astonishing degree considering how short has been the time since the 
modern reintroduction of the cabilao abierto and the revision of the Municipal 
Code. 

The special programs in Chalatenango and in.the Eastern Region have fostered 
community organization and popular participation in local affairs. There is a 
widely expressed perception that a more democratic process has been 
initiated. Almost without exception, persons interviewed pointed to a growth 
of community organization as arguably the most important result of the special 
programs. There has been a burst of activity in establishing local 
neighborhood associations and project-specific, hpC, groupst communities 
supply financial and sweat-equity contribution6 to projects; and they become 
involved in the supervision of works and participate in construction 
activities as well as in establishing infrastructure priorities. 

All of these activities promote a growing sense of an ability to control local 
affairs to some extent. Appreciation was widely expressed for the fact that 
the government is actively helping out after a long history of inattention to 
the areas; and the benefits of the infrastructure works were almost 
universally acclaimed. The more fundamental value being stimulated, however, 
is the sense of local control over local affairs. Insofar as the projects 
engender a sense of self-responsibility and control, the special programs are 
establishing a basic attitudinal prerequisite for long-term economic 
development. This attitudinal change is the single most significant and 
rewarding finding of the evaluation team. 

The evaluation team also encountered anecdotal evidence that the people 
recognize and are beginning to exercise their power to hold government 
officials and elected mayors accountable. At a regional coordination meeting 
in San Francisco Gotera, Department of Morazan, the official representing the 
Ministry of Education was questioned about delays in the promised delivery of 
schoolroom furniture3 and the mayor pointedly conveyed the explanation and 
promise of early delivery to the teacher at the school in our presence that 
same afternoon. 

A second example was touchingly symbolic of the incipient attitudinal 
changes. A local committee of village elders travelled to Usulutan to 
complain to the Governor that their mayor was misusing project funds for 
purposes not chosen by the cornunity as priorities in their  wild^ ~ b i e r t ~ .  
They also expressed their complaints to the CONARA and USAID special program 



representatives who happened to be present. Without attempting to judge the 
merits of their complaint or commenting on their not realiaing that the 
Governor no longer has the political clout traditionally inherent in the 

' , off ice, it struck the evaluation team as extremely significant that people g ~ 8  

beginning to feel that they can influence their own affairs. 

A recent statistical finding supports this contention. A March 1990 
nationwide poll in El Salvador asked a rample of 1,274 people to whom they 
would go to seek help for various kind8 of problems. The poll was conducted 
by a proPeseionally experienced group, the Consultoria Interdisciplinaria en 
Desarrollo, S .A.  (an affiliate of the Gallup Poll organization which is 
headquartered in San ~ 0 ~ 6 ,  Costa Rice). Although it may have been predictable 
that people would think first of discussing health problems with medical 
authorities and educational problems with the local teacher, the mayor was the 
first choice overall for the whole gamut of community problems. For problems 
in general, 34.2% of the respondents would first approach the mayor. Another 
6.1% would first approach the mayor's office. Another 9.9% would go first to 
their Board of Directors (Junta DirectPva). That means that the first 
reaction of over 50% of the people is to go to their elected representatives. 
All other avenues of redress ranked far below. The next most used avenue 
cited was government authorities (7.1%) and the military commander (3.4%). 
One could not ask for clearer evidence that "something indeed & going on out 
there. " 

laced Families in El Salvador 

The problem of displaced families &/ in El Salvador should bo viewed against 
the backdrop of factional violence and armed conflict that has been a fact of 
life in the country since 1979. The early years of the conflict (1979-82) 
were especially difficult ones for El Salvador's rural population. As the 
fighting expanded throughout the countryside, family members were assaulted, 
killed, or involuntarily canscripted by the guerrillas or the army. Crops 
were destroyed in the course of battle or by deliberate acts of terrorism. 
Families were forced to feed both sides. Large farms and haciendas were 
abandoned, making it impossible for day laborers ( m l e r o s )  to find work. 
Many rural families had no alternative but to leave their farms and 
residences, thus becoming displaced (flesvlazadoes). 

I/ The term "displacedw is used to refer to persons who migrated from their 
home communities to other areas of El Salvador due to conditions 
attributable to the conflict. This definition excludes persons left 
homeless as a result of the 1986 earthquake and foreign refugees, mainly 
from Nicaragua. Salvadorans who took refuge in Honduras or elsewhere 
become eligible for program assistance ("repatriates") once they have 
returned to El Salvador. 



Most displaced families moved from the combat zones in stages, fleeing first 
to the municipal centers, then to departmental capitals, and in some cases on 
to S m  Salvador. Soma moved aa many as six times after their initial 
displacement, looking for a place to settle dona. They squatted on vacant 
land in rural ateau, aottled along roadways or railroad tracks, occupied empty 
lots in towns and cities, and even moved into unoccupied buildings. A few 
fortunate ones wero able to find s.ccommodation with friends or relatives, or 
had the oconomic mews to buy or rent land or blend into other communities; 
others left the country. Some families were attracted to aettlement camps 
made available by local govarnments, churches, or private relief agencies. 

These institutions did their best to respond to the emergency, but the 
displaced population grew so rapidly that its needs soon exhausted local 
resources. Recognizing the extent of the problem and the need for 
coordination and control, the Government of El Salvador (GOES) established the 
National Commission for Assistance to the Displaced of El Salvador (CONADES) 
in 1981 to coordinate all local and foreign assistance being furnished to 
displaced persons. The GOES also set up a number of emergency camps to 
provide needy displaced families with temporary shelter and other basic 
services. 

From an estimated 25,000 persons in 1979, the siae of the k n 0 ~  displaced 
population rose to about 85,000 in 1980 and to between 165,000 and 200,000 in 
1981. By 1982, some 250,000 persons had been registered by CONADES as 
displaced, and there were undoubtedly many more who had left the combat zones 
but had not identified themselves as displaced persons for fear of reprisals 
by the military, or who were receiving assistance from private organizations 
without going through CONADES. 

After three years of widespread terrorism and counter-terrorism, the 
complexion of the conflict began to change in 1983 as the military became 
better able to contain guerrilla activity and control the abuse by its troops 
of noncombatants. By 1985, the guerrillas had abandoned their strategy of 
mounting large-scale offensives on departmental population Genters and had 
broken up their forces into smaller units trained to attack targets of 
opportunity (including military installations) and disrupt economic activity 
by destroying power lines and other infrastructure. After the elected Duarte 
Government was installed in 1984, progress was made on a number of social and 
economic reforms which helyed deflect the influence of right-wing extremists 
and instill confidence in the government's ability to control "death squad" 
activity and other human rights abuses. The guerrillas also began to show 
greater respect for the human rights of noncombatants in modifying their 
practices of involuntary conscription and forced payment of "war taxes." 

The displaced population continued to grow through 1985, when it peaked at 
over 500,000 persons, more than 10 percent of El Salvador's population. The 
dramatic increases in registration thaf took place from 1983 ta 1985 may have 
been due to a diminution in fear of reprisals against those registering rather 
than to an actual increase in movements out of the conflictive areas. 



Since 1985, the number of displaced persons has declined significantly 
accor0ing to CONADES' figures -- to 230,000 in 1986, and approximately 40,000 

. .  as of December 1991. The current figure converts to about 8,000 families, 
excluding~displaced families who receive assistance from other organizations 
but who have not registered with CONADES. 

Generally speaking the Salvadoran armed forces have controlled the urban 
centers and more open rural areas of El Salvador, but the guerrillas operate 
from "secure" bases established in the northern mountains, on the upper slopes 
of the volcanoes, and in other broken terrain. ft is estimated that the 
guerrillas still have at lsast partial control over one-quarter of the 
country. Areas of guerrilla strength are along the Honduran border, in the 
eastern region, and iu some ~oeetal areas. 

The war has diminished in intensity during the past few years, and the rural 
population is now less subject LO harm or harassment. At least some of the 
apparent decline in the number of displaced persons since 1985 can be 
attributed to this improved security situation, which encouraged a spontaneous 
return movement. Other families have been reintegrated into new communities, 
or have emigrated. 

In El Salvador, the term is broadly defined to cover all persons 
who left their places of permanent residence as a result of the conflict and 
are in economic crisis. No differentiation is made to account either for the 
length of time a person has been displaced, or for his or her socioeconomic 
characteristics. However, an evaluation team in 1988 reported that in 
conversations with concerned parties and in the literature, distinctions 
typically are made among four categories of displaced persons, including: 

- -ersoa, referring to displaced persons who have settled (whether 
temporarily or permanently) in dispersed locations throughout the country. 
Most U e r s o s  now live in or near the departmental capitals and other urban 
areas. There are currently about 60 "areas of concentration" or of 
displaced persons in El Salvador which are not formally-designated camps, but 
where at least 18 displaced families are living and where these displaced 
families account for at least 95 percent of all residents. Housing conditions 
for the dispersed range from makeshift dwellings without water or sanitation 
facilities to quite comfortable rented houses; 

- W t a d o s ,  referring to displaced persons living in formally designated 
emergency camps or settlements, even though they may have been there for six 
or more yearn and may have no plans to leave in the foreseeable future. There 
are 15 formally-designated camps in El Salvador assisted by the GOES (12 
camps1 or non-governmental organizations (3 camps). Most government-zssisted 
settlements have barracks-type housing; in other places housing may consist of 
small shacks mads out of cardboard and tin sheets, with dirt floors. 

- Beasez&&&s, referring to displaced persons who are in the process of 
relocating permanently to new communities, in some cases under an arrangement 
making land available to them through the agrarian reform; and 



- -, referring to displaced persons who are in the process of 
reestablishing themselves in their original place of residence. Many families 
in this category are small property owners with an economic stake in their 

' cormnuni ty . 
Out of the group of and come those families in the process 
of permanently relocating to new communitioa (taasentados) and those returning 
to their original homes (reto-3. This activity has been limited by the 
availability of land in new communities for relocation and the security in 
areas for return. These families are assisted by the GOES and/or coordinating 
PVOs for up to two years to facilitate ecouomic and social reintegration 
through housing, sanitation, water, income-generating projects and health and 
educational services. As stated above, the major obstacle for this 
reintegration has been the availability of Pand andl'or the decrease of 
hostilities in conflictive areas. With the establishment of peace, and growth 
of confidence of the displaced in the security of er-conflictive areas, the 
permanent reestablishment of displaced familieo will be eased significantly. 

Repatriates 

In the past two years, reflecting the increased interest on both sides to end 
the conflict, there have been negokiated mass movements or Salvadorans who had 
fled to neighboring countries and Panama, sheltered in refugee colonies and 
now returned to El Salvador. This mass repatriation activity has been 
typically worked out among the GOES, the host cpuntry, representatives sf the 
emigrant communities and the UNHCR. The returnees have tended to remain 
together as communities in some 15 sites in or near zones under FMLN 
influence, relying heavily on their own support services and refusing GOES 
public services. In recent months this attitude of isolationism has 
diminished somewhat. CONADES has initiated sanitation and reforestation 
projects in two of these communities and, in coordination with the Ministry of 
Education, supplied teachers for five communities and evaluated and validated 
the studies of the children. Together with the Ministry of Public Works, 
CONADES has improved access roads into these five communities. In addition, 
CONADES has been actively assisting these families to obtain official 
documentation. After the peace accords go into effect, it is felt that the 
GOES will have increased success in providing government services to these 
communities. 

mdidates for Vocational T m  

A recent evaluation of FEPADE (519-0315), dated February 15, 1991, provides 
some data on which to build a profile of those who will be most interested in 
training, and what types of training will be in demand. It should be 
emphasized that this profile might be somewhat more positive than for the 
target groups under National Reconstruction, who can be characterized as 
having had relatively fewer educational and employment opportunities. 

Priority sectors needing skilled workers are construction, energy, garment 
manufacturing, automobile service and industrial maintenance. Other areas 
include agriculture, including non-traditional agricultural exports. Project 
trainees also expressed interest in computers and residential elect,ricity. 



The age of trainees ranges from 14 to 66, with a median age of 28, Thl: 
majority of those in technical training were in their twenties iind thiities, 
while the majority of managers were in their thirties and fortias. For 
.technical trainees, over 62% had no children, and only 21% had over two 
children. Among technicians? 39% had no dependents at all. For management 
trainees, there rates were rignificantly higher, reflecting \.rraater ages and 
increased incomes. Eighty percent of both management and technical trainees 
were from oi households with one or two wage-earners? with another 10% from 
households of 3 wage-earners. Before receiving training, 39% received 
salaries of 1,000 colones per month or less, with another 31% receiving 
between 1,001-2000 colones, and the balance of 300 receiving mo're. Following 
training, the percentage of technical trainees employed increased from 59% to 
62%. and the percentage who were students declined from 340 to 240. 

Little information is yet available on the handicapped population, and how 
much of the condition is'war-related. In order to give a flavor of the. 
civilian handicapped population, the evaluation of the FUNTER (519-0346) 
Project, presented in January 1991, gave statistics on numbers of amputees who 
had been provided prostheses under the project. Of those where the age was 
known, 4% were under 9 years of age, and over 20% were under 20. Another 37% 
were between the most productive ages of 21 and 39. Out of a total of 1,268 
clinical cases, 152 (12%) were from the Western Region, 116 (9.1%) from the 
Middle Central Region, 559 (44%) from the Central Region (the most densely 
populated), and 386 (30%) from the Eastern Region. It should be noted, 
however, that PUNTER'S efforts to survey the country has been somewhat 
hampered by inaccessibility to some areas of the conflictive zones. 



The objective of this Annex is to explain how the 00ES ~ m d  USAID are 
structured to implement the National Reconstruction effort and to describe the 
response capaljilities of principal institutions. 

In line with the overall objective of the National Reconstruction Plan 
(NRP) to establish a basis for national reconciliation by creating the 
necessary economic and social conditions to reintegrate into society those 
persons most directly affected by the conflict, the GOES will use two 
governmental institutions to stee'r the Plan. The Secrcttariat of National 
Reconstruction (SRN) will provide d.irection, coordination, implementation and 
evaluation of the Plan. The Secret.nriat for External Financing (SETEFE) is 
responsible for financial management, financial coordination and funding . 
disbursements. The implementing agencies for the NRP, besides the SRN itself, 
include PVOS~ the Ministries of Hea.lth, Education and Public Works, ANDA, CEL, 
ANTEL, CEPA, and the municipalitiess. Through the control of resources, the 
SRN will have approval and oversight responsibility for activities undertaken 
by the implementing entities, who will present Action Plans through the system 
(SETEFE, SRN, donor). For major i~rfrastructure, and depending on the 
particular nmeeds of the donor involved, the SRN's role will also be one of 
coordination, providing a stamp of approval, while SETEFE retains its role in 
financial management, and the General Directorate for Reconstruction (DGR) 
takes on the principal implementation role. 

As the institution responding directly to the President for National 
Reconstruction matters, the SRN has been charged with coordinating the 
implementation of fund-raising and maintaining direct relations with the 
participating donors. The Ministry of Planning will retain through SETEFE its 
normal relationship with donors. Although the SRN has overall responsibility 
for implementation of the NRP, the GOES plans on using the DGR for major 
infrastruturo activities, providing the needed assurance of dependability and 
confidence iu the contracting and procurement process and of performing its 
functions in a clear and transparent manner. SETEFE's major NRP objectives 
are to provide financial management, to be responsive to financial obligations 
under the Plan, and to ensure transparency of financial transactions and 
accountability up to the standards required by international donors. 



The NBP and the Executive Decree creating the SRN deccribe its functions. 
The SAUS will: 1) coordinate tho design, implementation and ongoing evaluation 
of the NRPj 2) actively seek out internal and external resources to finance 
activities; and 3) .encourage PVOs and community groups, as well as appropriate 
Government agencies, to participate in the implementation process. It is 
headed by a Secretary General with responsibility to plan, administer and 
evaluate the NRP. Three Directorates will report to the Secretary General to 
perform these tasks (see Table). 

The SRN has assumed the ongoing functions of CON- (coordinator of MEA 
activities), absorbed appropriate functions, personnel and inventory of 
CONADES (admiuistrator of displaced persons assistance), and taken on other 
duties related to implementation of the NRP. The general structure of CONARA 
has been functionally preserved under the new SRN0 since it has been an 
effective operation. Since they have the basic CONARA structure on which they 
can rely, the SRN can immediately respond to the Emergency Component of the 
NRP as well as the other two components. Field personnel under the old CONARA 
organization are well experienced in implementing the MEA program and are 
already making necessary preparations to launch the implementation of the 
NRP. This approach will provide a fast response to the Day One objectives. 

When considering the SRN's capability, the discussion is principally about 
CONARA's past implementing record. CONARA has not implemented projects 
directly, but rather works through the municipalities and local contractors to 
reach all municipalities nationwide except those where access was restricted 
because of the insurgency. Based on experience with MEA to date, including 
special projects when certain regions have received significantly increased 
funds, there is more than adequate private contracting capacity and 
competition at the local level to undertake small infrastructure MEA 
activities. 

A.I.D. has worked closely with the SRN in defining institutional tasks and 
has determined that limited short-term technical assistance is required in 
specific areas soon after project authorization: (1) Socio-demographic 
profiles: One of the first activities the SRN will start under its immediate 
action Contingency Plan is to conduct a demographic profile in the conflictive 
zones, which will include such indicators of need as basic food availability 
and health status. Technical assistance, consisting of two people for perhaps 
three months, would assist the GOES with designing and carrying out this 
survey, which will help to insure accurate targetting of assistance and 
provide baseline data for evaluation purposes. (2) Financial erpsrtise: 
SETEFE and the SRN will be required to coordinate very closely on financial 
management activities and issues for a program which greatly adds to their 
current program responsibilities. In order to assist both the SRN and SETEFE 
to reorganize appropriately, ad just financial procedures, hire and train 
staff, three person-months of financial technical assistance will be 



provided. (3) Infrastructure rpecialirtt Under this Project there will be a 
mix of rmall-scale, basic infrastruoture, and major infraskructure. The 
former will be the direct rerponsibility of the SRN to implement, through the 
municipalities. Tho latter will be the responsibility of the DOR, over which 
the SRN will have less direct responsibility and control. In order to reduce 
confurion and conflicting rrignals, an engineer will work with the SEN and DGR 
to prepare clear guidelines as to which types of work are most appropriate to 
the municipalities, and within theAr caporbilities, and which should be 
undertaken by the DOR. The enginecar will establish mechanisms for 
coordinating the large-scalo activities. ( 4 )  Economic reactivation: The SRN 
has the least erperience in this area. In order to orient SRN staff and not 
delay initial activities in this area, technical assistance from an amployment 
generation/community development consultant will assist the SRN for 
approximately three person-months, advising and training staff concerning 
appropriateness of p'roposed activities, cost-effectiveness, feasibility, etc. 
(5) Mine public awareness campaign: The Salvadorans have the capacity and 
experience to do public relations campaigns, but less in the design and 
material development of a campaign about how to identify unexploeed mines and 
ordnance, what to do, who to contact, etc. One person-month of technical 
assistance will be provided. 

Municipalities in Action 

The Municipalities in Action (MEA) program is one of the centerpieces of 
USG support in the NRP. The MEA program addrepses immediate local, 
small-scale infrastructure construction needs at the municipal level, as 
identified by the communities themselves. It also creates employment 
opportunities in the conflictive zones through its small-scale infrastructure 
activities. In terms of helping to ensure the long-term prospects of peace, 
the opportunity the MEA provides for the FMLN to participate in a grass-roots, 
democratic process is probably the most important benefit of this program. 

The SRN will continue to utilize the MEA structure where municipalities 
contract directly with local private entrepreneurs and contractors for the 
construction, or repair and reconstruction, of public infrastructure such as 
street, road and bridges, water and sanitation systems, schoolrooms and health 
posts. Where appropriate, ministries (Education or Health) coordinate to 
provide services to rebuilt facilities Or, in some cases, manage actual 
construction, 

An August 1990 impact evaluation of this program found: "Basfc changes in 
beneficiary attitudes have occurred since 1988. There is a rapidly growing 
level of community participation,,..an emerging sense of local control over 
the community's own affairs, and growing evidence of an ability to hold local 
and national officials accountable to the people." 



Secretariat for External Financing (SET'Bm) 

Tho relationship among the SUN, other implementing entities and SETEFE can 
be defined more clearly by describing the Action Plan approval process. It 
will build on the process already in place and being used by SETEFE and USAID 
for all ESF-generated IICOLC-financed activities. All activities undertaken by 
the special MEA program will continue to be implemented by the municipalities, 
and will be included in a yearly Action Plan prepared by the SRN, using the 
normal SETEFE-USAID review and approval process. PVOs will submit Action 
Plans either directly to the bRN or through their local municipal'Aty. The SRN 
then reviews and, if it is adequate and is within the scope of National 
Reconstruction, submits it to USAID for review and approval, A copy of the 
approved Action Plan is then sent from SRN to SETEFE. Ministries such as 
Health and Education and the DGR would also submit their yearly Action Plans 
to SRN. 

Chart I in Section V.B. (Disbursement Procedures) entitled Plow of 
Implementation and Funding schematically illustrates how SRN and SETEFE will 
procedurally relate to USAID, the DGR, GOES ministries, municipalities and 
PVOs. The USAID Controller has worked closely with SETEFE to establish 
relationships that will allow the AID-financed dollar resources and local 
currency to move through the system as smoothly and expeditiously as possible. 

In 1991 the USAID completed a General Assessment of Accountability and 
Vulnerability. The Assessment concluded that the Mission had an overall 
medium to high level of confidence in the budgeting and financial management 
systems of the GOES. A 1988-89 audit performed by RIG/A/T confirmed this 
finding by concluding that the Ministry of Finance has the capability to 
manage the KCOLC in the Ordinary Budget. SETEFE, which manages the 
Extraordinary Budget, is generally recognized as a capable organization. As 
noted earlier, the Mission works closely with SETEFE in all aspects of 
managing the local currency program: jointly programming local currency; 
approving program and financial reports; tracking Action Plan goals, purposes 
and activities; reviewing program and financial reports; and participating in 
the audit programs. As a result of this familiarity with SETEFE, the Mission 
has a high level of confidence in its overall cap~abilities. 

General Directorate of Reconstruction (DGR) 

In general there is a lack of uniformity in c~ontract advertising and award 
procedures in the different agencies of the Salvalloran Government, with the 
exception of the DGR, When considering the level of effort necessary to 
respond effectively to the demands that will be generated by the GOES National 
Reconstruction Plan, few if any line agencies (MOI?, ANDA, etc.) will be able 
to process quickly and manage a large and accelerckted reconstruction program 
without outside technical assistance. However, the DGR, created in 1988 to 
implement USAID and World Bank earthquake reconstruction activities, does have 

' a uniform and effective set of procedures for the preparation, advertisement, 
evaluation, award and administration of contracts, with requisite financial 
controls, while maintaining coordination with various GOES agencies. 



The DGR is composed of a relatively small staff that could be augmented 
with engineering and aonstruction staff to assume reconstruction 

. responsibi3ities in addition to the current earthqulkke work. For the purposes 
of the USAID-funded part of major infrastructure activitiesr we are satisfied 
that with this increase in staff the DGR is fully capable of handlin,g the 
extra workload. B o w ~ v ~ ~ ~  in order to encourage other donors to cover the vast 
majority of major infrastructure reconstruction (approximately $488 million), 
USAID proposes to fund a technical assistance team who would take on many of 
the functions of the USAID's Earthquake Division: to monitor, advise and 
provide quality control. During late January and early February the Mission 
intends to propose to other major donors the idea of expanding the mandate of 
the DGR to include major infrastructure under National Reconstruction. If 
other donors support the concept and agree to rely on the DGR to administer 
infrastructure activities which they finance, the Mission will complete the 
analysis require3 for strengthening it. 

Private Sector 

The role of the Salvadoran private sector in undertaking infrastructural 
improvements merits discussion, since its capacity is key to achieving NRP 
objectives. A recent consultant assessment for the Public Services 
Improvement Project concludes that the private sector in El Salvador is 
capable of responding to demands for new building construction but may have 
limited capacity for more sophisticated facilities such as hospitals, dams, 
power sub-stations and communications centers. . The report estimates that the 
construction sector currently could handle up to $50 million annually in road 
sector activities and has demonstrated an ability to organize financing 
resources quickly to expand its road-building capacity. In those areas of 
infrastructural improvement where the local contractors are not able to 
respond effectively, the GOES will encourage international contractors to 
participate. 

U S U D  Mission 

While every technical office within the USAID will be involved in the 
reconstruction effort, the overall responsibility for the National Recovery . 

Project will be within the Office of Infrastructure and Regional Development 
(IRD), since the bulk of the new activities are identical or similar to 
projects managed in this Office. A new division, the National Reconstruction 
Division (NRD) within IRD will be created to manage post-war reconstruction 
activities. The Community Development Division, which currently manages 
Displaced Families activities, will be folded into this new Division. Anokher 
existing division, Regional and Urban Development (RUD), will handle the 
post-war activities which are implemented by the municipalities through the 
current Municipalities in Action (MEA) program. 



As described above, the new NRD within IRD will have a major coordinating 
role for many multi-disciplinary activities. It is not practical, nor is the 
intention, to establish an in-house expertise in NRD in all of the sectors 
that will be assisted during the national reconstruction. Rather, the NRP 
will utilioe mlements of existing Mission project mechanisms and resources to 
attain National Recovery goals. Adequate coordination will be set up by 
establishing a National Recovery Project Implementation Committee (NRPIC) with 
representatives from each of the technical or sector offices involved in NRP. 

The Mission will establish a process for defining National Recovery 
operational responsibilities by first identifying all of the fuhctions that 
need to occur. This will be followed by identifying the best way of doing 
them. By comparing National Recovery functions with related responsibilities, 
tasks and routine duties can be assigned to offices and individuals. Finally, 
this process will identify where human resources are needed, either through 
reassignment within the Mission, or additional to current levels. 

Conclusion 

Through the design process, the Mission has taken into account the 
capabilities of various implementing entities (MOP, CEL, ANTEL, ANDA, CEPA, 
MOH, MOE, municipalities, PVOs and community groups). Section 1II.D. in the 
Project Paper ties the level of proposed funding to activities that 
realistically can be implemented. Many of the potential implementing entities 
have been periodically assessed undor other Mission projects over the years so 
that SRN and AID have realistic expectations in terms of their ability to 
achieve tasks. The SRN, SETEFE and DGR all have important coordinating roles 
and, with the assistance and modifications mentioned, will be able to 
implement the NRP. 
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ANNEX VII 
SC (2) - ABBIBTANCE CEECRLIBT 

Listed below are statutory criteria 
applicable to the assistance resources 
themselves, rather than to the eligibility of a 
country to receive assistanco. This section is 
divided into three parts. Pa~:t A includes 
criteria applicable to both Development 
Assistance and Economic Support Fund resources. 
Part B. includes criteria apgiicable only to 
Development Assistance resources. Part C 
includes criteria applicable only to Economic 
Support Funds. 

CROSS REFERENCE: IS COUNTRY CHECKLIST UP TO 
DATE? 

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT 
ASSISTANCE AND ECONOMIC SUPPORT FUNDS 

1. Bost Country Development Efforts 
(FAA Sec. 601 (a) ) : Information and 
conclusions on whether assistance will 
encourage efforts of the country to: 
(a) increase the flow of international 
trade; (b) foster private initiative and 
competition; (c) encourage development and 
use of cooperatives, credit unions, and 
savings and loan associations; 
(d) discourage monopolistic practices; (e) 
improve technical efficiency of industry, 
agriculture, and commerce; and (f) 
strengthen free labor unions. 

2. U . 8 .  Private Trade and Investment 
(FAA Sec. 601 (b) ) : Information and 
conclusions on how assistance will 
encourage U.S. private trade and 
investment abroad and encourage private 
U.S. participation in foreign assistance 
programs (including use of private trade 
channels and the services of U.S. private 
enterprise). 

Project will speed 
Economic stability and 
reconotruction, thereby 
increasing exports. Project 
directly supports private 
sector, private credit 
programs, and enhanced work 
skills. 

Assistance wlll help stabilize 
and reconstruct economy, which 
will attract and encourage U.S. 
investment. U.S. PVOR and U.S. 
suppliers of goods and 
services, including construc- 
tion, will participate. 



a. General requirement (FY 1991 
Appropriations Act Sacs. 523 and 391; 

. . FAA See:. 634A): If money is to be 
ob1igat:ed for an activity not previously 
justifhd to Congress, or for an amount in 
excess of amount previously justified to - - 
CongresLs, has congress been properly 
notified (unless the notification 
requirement has been waived because of 
substantial risk to human health or 
welfare) 3 

' -.. 
b. Notiaa of  new aaaount 

obligation (FY 1991 Appropriations Act 
Sec. 514): If funds are being obligated 
under arr appropriation account to which 
they were not appropriated, has the 
President consulted with and provided a 
written justification to the House and 
Senate 4,ppropriations Committees and has 
such obligation been subject to regular 
notification procedures? 

c. Cash transfers and 
nonprojelct sector assistance (FY 1991 
Appropriiations Act Sec. 575 (b) (3) ) : I f  
funds ara to be 'made available in the form 
of cash Ikransfer or nonproject sector 
assistancse, has the Congressional notice 
included a detailed description of how the 
funds w i l l  be used, with a discussion of 
U . S .  interests to be served and a 
description of any economic poolicy 
reforms t:o be promoted? 

4.  Engineering and Financial Plans Yes, Financial Plan is being 
(FAA Sec. 611 (a) ) : Prior to an obligation developed as part of PP. 
in excess of $500,000, will there be: (a) Engineering plans will be 
engineering, financial or other plans developed as specific re- 
necessary to carry out the assistance; and construction activities 
(b) a reasonably firm estimate of the cost are identified- 
to the U.:S. of the assistance? 

. 
5. Ibegislative Action (FAA Sec. Legislative action is not 

611 (a) ( 2 )  ]I : f f legislative action is expected to be required. - 
required within recipient country with Assembly approval of prior 
respect to an obligation in excess of AID agreements , when 
$500,000, what is the basis for a necessary, has been rapid. 

reasonable expectation that such action 
will be completed in time to permit 
orderly accomplishment of the purpose of 
the assistance? 



d 
..-- 

SENT BY: XEROX T e l t c o p i e r  1017i  3-12-81 i 18:48 ; 

6. Watar Ilrrourdarr (FAA 6rc0 4Wb) ; yes, watrr and eanitatioa 
N l99I Approprlrtion. A C ~  Sac. S o l )  ! SP sub-pro j ee t6  w i l l  continue 

. pr~joet ire for wa%rr or water-rlrbtmd land to O O ~ J , O V  ~ l l  standards 
rmsourar aantruction, have brnaf i t 8  and roquircoentr . . . 
oamta baan aonputrd t o  tho eattan* 
practicable in acaordanaa with 
princj. 1.. , 8tandard8, and procrduram P aeCobS ehrd purournt t o  thr Watm 
Resourcas Planning Auf (42 U I S I  C. 1962, 
- 4 3  (Bee 8mdbook 3 For 
guidelinar. ) 

.). 7 .  Crab 'Iranafor a44 8r0ter 
Amrnistanaa (FY 1993 ~pprapriationm Aet 
Sac. 57S(b))t Will errh trrnrfar or 
ncnproject a r a t o t  eruietanca bm maintainad N/A 
in a rcparato aocount and not aomminqlod 
with other fund. (unlearn muoh rsquirornen~n 
are wcivod by Conqrrsrional notiam for 
nonprojoet reator rmrirtmoo)? 

8 a Uapitrl ~ m i a t r a o e  (FAA 800. 
6 1 1 t e ) ) r  I f  pro eat is aapibal anmirtanaa 
(~,n,, construct 1 on) , and total U.S. 
assistanoa for it w i l l  axceed 9% million, 
hao Mission DLteotot aertiffab and 
Re~ional Asuistant ~dminirtrat~r taken 
into consideratLon the oountytr  
capability t o  mmintafn and ut 112s the 
p r o  jac% o f ~ a c t i v r t y ?  

9 .  HultipZm Qouatry 0bjoot$~rr (FA& 
Sac. 6 0 1 ( a ) ) :  zntornition and concluriona 
oz whsthrr projeatr  will enaouraqa aPZorta 
o f  t 3 e  ccunrry t o r  (a)  incraare the flow 
o f  i n t a r z a t i a ~ a l  trade; (b) f o r t r r  private 
i n i t f  r t i v a  and conpmtition; ( 0 )  OnOourage 
dsv&:cpnent and uro of cooporativar, 
crodff  unionn, and eavinga and born . 
arsocfationrj (8) dircourago nonopoli8tic 
praczicrs; (a) imprev. tmchnioal 
efficiency of indurtry,  agrieu&turm and 
ccmerca; and ( f )  rtrangthmn i r ra  labor 
un tong. 

Yes, certification by 
Mission Director ia' 
includet as an annex to ' 
the Project Paper. 

, l i ' r  - 
s/A. Primary objectives of 
this project rro national 
in scope, although secon- 
dary impact may improve 
o v e r a l l  afforts within 
multiple country context. 

10. I7.d. Primto Trrdr (FAA 9.0. Project will rncouro~e P V O S ~  
6 0 1  (b) : I n f  orartion' and oonc~urionr on including t?. S. It 8260 Prc- 
hew project will encourage U.S. private vides opportunity for U.S= 
trade and lnvestnent abroad md encourage contraCtors to participate 

p r i v a t e  V. 5 .  participation i n  foroign ie ~ a j o r  izfrsstructnre 

asafstanca programs (including urn@ of developncnr . 
pr iva te ,  trada channala and the  soruicaa og 

private enterprise). 



a. ~ ~ a i p i e n t  aontrSbut4oas GOES contribution will be 
(FAA Secs, 612 (b) , 636 (h) ) 8 D ~ U C Z ~ ~ O  a minimum of 25% and may 
rteps taken t o  aaeure that,  to the maximum reach 50%. 
axtent poseibla, ths aountry i 8  
contributing locral cur~encies to meet thr 
coat of contractual and other m e ~ i o u ,  
and foreign ~urrtrncies mnad by tha W.8. 
are utilized in liau af dollars. 

b. Wm8.-Oorned C U ~ ~ @ B -  (FAA ' No, USG has no excess 
6ec. 612(d))r Does tho U.S. Own rxc88e Salvadoran currency. 
foreign currency of the country and, if 
80, what arrangaments have been made for 
i t a  release? 

c. Ueparatm A o c o U ~ ~  (FY 1991 No, this is a project 
Appropriations Act Sec, 5 7 5 ) .  X f  generating no local curren- 
a s s i s t a n c e  ie furnished to a foreign cies. ,GOES counterpart, 
government under arrangements which rmrult generated by prior-year 

U 

in the generation of local currenciest agreements, meet all appli- 
cable separate account 

(1) Has A . 1 . D .  (a) requirements. 
required that  local currencies be 
deposi ted in a meparate account . 
established by the recipient governmmt, 
(b) entered i n t o  an agreenent with that 
government providing the amount af  local 
currencies to be generated and the terns 
and conditions under which the  currencies 
s o  deposited may be utilized, and (c) 
established by agreament the 
responsibilities of A.I,D. and that 
government t o  monitor and account for 
deposits into and diebursements from the 
separate account? 

( 2 )  Will much local 
currencies, or an aquivalent amount of 
local  currencies, be used only t o  oarry 
out the purposes of t h e  DA or ESF chapters 
of the FAA (dopanding on which chapter is 
the source of the ass istance)  or for t h e  
administrative requirements of the United. 
States Government? 

(3) Has A,I.D. taken all 
appropriate steps to ensure t h a t  the 
equivalent of local currencies disbursed 
from the separate account are uaed for the 
agreed purpose83 



(4)  I f  aaaimturu L 
terminated to a uountry, will any 
unenqumbered balanooa of funda raaininq 

. in a meparate acoount be dL8poe0d ~ g ,  fat 
purp08e8 agroad to by the r~cipiant 
govamment and the United . Statas 
G~v.m'bm.nt? 

a. gurprua colmodtt~ar (n 1991 
Appropriation3 Act Bea. 621 (a) ) 8 If . 
assistance f e  tor th. produetion of  any 
commodity for export, $8 the aornodsfy 
likely to be in aurpluo on world amrkata 
a t  the time the resulting produetivo 
capacity becomes operative, and L ~ c h  
assistance likely to cauoe eubatantial 
injury to U.S. producarr of tha same, 
mimilar or competing aoamodity? 

b. TextiZar (Llut~mOtO 
Amendment) (FY 1991 Appropriation8 A c t  
Sec. 521 (c:) ) t Will We assistance (excopt 
f o r  progra~ms in Caribbaan Basin In i t ia t ive  
countries under U.S. %riff schedula 
Itsection 807,'t which allows raduoad 
tariffs on articles aaaembled abroad from 
U.5.-made components) be uaed diractly t o  
procure feasibility r*~di.S, 
prefeasibility atudie., or project 
profiles of potential investment in, or t o  
assist the eatabliehmaat of facilities 
specifically designed for, the manufacture 
for  export to the United State. or to 
third country markets in direct 
competition with U . S .  o%powtS, of 
textiles, apparel, footwear, handbags, 
f l a t  goods (such as wallets or coin purse8 
worn on the person), work glovoe or 
leather wearing apparel? 

13. Tropiaal Boreat8 (m 1991 
Appropriations Act Sac. 513 (c )  (3)  ) : W i l l  
funda be used for any program, projact or 
activity which would '(a) result i n  any 
significant loss of tropical foZ~@ts, or 
(b) involve industrial timber extraction 
in primary tropical forest areae? 



. 14.  BabeL ~oaountinq (FAA 8ra. 
121(6))$ I f  a Sah.1 projaat, ham 8 
detmrminatlon bqmn mad. that tho h08t 

. qovernmont has an adoguata oymtrm for 
accounting for and oontrolling racmipt. and 
expenditura of projact funds (aithrr 
dollar8 or loaal cnrrrcmcy qaneratrrd 
therrfrom) 3 

a. Auditing aad rrghtration Yes, PVOs involved will 

(FY 1991 Appropriations Act SeC. 537)': If either have provided all 

assiatanca l a  baing made available t o  a necessary documentationr 

PVO, has that.organization p z o ~ i d e d  upon or will be subgrantees. 

timely requeat any document, filr, or 
record nacersary to tho auditing 
requiraments of A.I.D., and is the  WO 
registered with A.I.D.? 

b. Fuabiag oourorr (FY 1991 Yes, PVOs receiving grant 
Appropriations Act, Title 11, under funds directly will meet 

headina "Private and Voluntary this requirement. 

~rganiiations") : ~f assistance i a  to be 
made to a United States PVO (other than a 
cooperative development organization), 
does it obtain at l e a s t  20 percent of its 
total annual tunding for international 
a c t i v i t i e s  from aources ather than the 
United States Govarnment? 

16. Projmat Agraameat Doauarantatioa 
(State Authorization Sac. 139 (as 
interpreted by conference report) ) : 3ias 
confirmation of the date of signing of the 
project agreement, including the amount 
involved, been cabled to State L/T and 
A.I.D. LEG within 60 days o f  the 
agreement'r entry into force with respect 
t o  the United States, and has the full 
t e x t  of the agreewent been pouched to 
those same offices? (Sea Handbook 3, 
Appendix 6G for agreements covered by this 
provision) . 

17. ~etiio ey~ton (0mnibus Trade and 
competitiveness Act. of 1988 Sac. 3164, a s  
interpreted by conference report, amending 
Metric Conversion Act o f  1975 Set. 2, and 
as implemented through A.I.D. policy): 
Does the asaistanca activity uae the 
metric system of measurement in its 
procurements, grants, and other 
business-related activities, exc8pt to the 

Yes 



axtant that auah ura ~ I Q  b p r a u t h l  or id 
l i k e l y  to  caum aignffioant ineftbimnaien 
or 108s of markrtm to Upitad fiat08 firm? 
Ara bulle purchaaba usually to b.  dm in 
metric, and arm aomponantm, luba8.#abliu, 
and semi-fabrioated matarialr to bm 
egecif&od i n  matrio unit8 when 
econmiaally available and trchniually 
adequata? . w i l l  A. X.D. rpraificratfanm uam 
mettic unita of maaeura fxom thi a a r l i u t  
programatio rtager, and from tha marliemt 
Booumentation of the armietanoe proauoam 
(for axmpla, pro jaat papara) imvolvilsg I .  

quantifiable meamuremsnto (length, area, 
volume, capacity, mar. and wright) , 
through tho implamantation atage? 

Yes 

18. ~ 0 m n  in D 0 ~ 4 1 0 ~ a a f  (m 1891 Yes, given the  e f f e c t s  of t h e  
Appropriations Act, T i t l e  11, undrr c i v i l  war, and the  na ture  of 
heading HWomen in D8velogmmt") 8 w i l l  t h e  p r o j e c t ,  women w i l l  be 
assistance be daoigned so t h a t  the s i g n i f i c a n t  bene f i c i a r i e s .  A s  
percentage of woman participants will be heads of households they w i l l  

dsmonmtrably incrrarad? r ece ive  rese t t lement  packages, 
they w i l l  a l s o  have increased  
access  t o  t r a in ing ,  c r e d i t  and 

19. Reqi0n.l rad %ulti1~te~8t h e a l t h  s e rv i ces .  
A18i~tanob (FAA sac. 209) : 16 arsiatance 
more ef Ziciently and rf fect ivaly providad 
through regional o r  multilateral 
organizations? rf 80 ,  why l a  asaiotance 
not so provided? Information and 
conclu8iona on whethar arsintanam will 
encourage developing aountriae to 
cooperate i n  regional develognent . 
programs 

20.  Aboxtioaa (FY 1991 
Appropriations Act, T i t l e  11, under 
heading "Population, DA,n and Sec. 5 2 5 ) t  

a. W i l l  aaaistance be mad. 
available t o  any organization or  program 
which, a8 determined by the President, 
supports or participates i n  t he  managament 
of a program of coercive abortion or 
involuntary ster i l izat ion? 

bb W i l l  any funds be umed t o  
lobby for  abortion? 

21 Cooperative8 (FAA Sac. Ill) t Yes, a g r i c u l t u r a l  c r e d i t  w i l l  
W i l l  assistance help develop ~ 0 0 p @ r a t i ~ e s ,  be increased t o  the  Salvadoran 
especially by technical assistance, t o  cooperat ive system. 
assist rural and urban poor t o  help 
themselves toward a better life? 



a. Ua@ of oUrr.110h8 (FAA 8 8 ~ 8 .  USG has no excees foreign 
612 (b) , 636 (h) ; , FY 1991 ~ppropriationr ~ c t  currencies available. 
Sacs* 507, 609 ) t  ~encribo ategm taken to 
assure that ,  t o  tha maximurn extant 
posaibla, foreign aurrrnaias owned tha 
U.5, are utilizad ij, lieu of dollars to 
mast t h o  COP+ of contraatual and o t h u  
rerviaao, 

b, ao~aaae o f  ourrmnaiar (FM 
Sace 612(d))t Do88 the Ue8e Own .XCO88 

.fozeign currency of thr aounttry and, if 
so, what arrangmmonts have been mad. for 
its raloase? 

23. Proouramrat 

a ,  bmall burinosa (FAA Sac. Yes, standard.IFB language 
602 (a) ) : Are there arrangements t o  prrmit will the par- 
U A .  small businass to participate ticipation of U.S. small, 
equitably in the furnibhing of commodities business* 

and services f inancrd? 

be 9.8, procurement (FAA Sac. 
6 0 4 ( a ) ) :  Will all procurement be from the Yes . 
U . S ,  except aa otherwise determined by the 
President or detormined under delegation 
from him? 

o. Hariaa inauranco (FAA Sec, 
604 (d)  ) : If the aooperating Country 
discriminates against marine insurance 
companies authorized to do buniness in the 
U . S . ,  wilZ commodities be insured in the 
Unitod States against marine risk with 
such a company? 

6 ,  #oa-U.8. aqricultuzal 
procurement (FAA Sac. 604(e))t If 
non-U.S. procurement of agricultural 
commodity or product thereof is t o  be 
financed, is there provieion againat such 
procurement when the domeetio prioe o f  
such commodity. i a  lase than parity? 
(Exception where commodity financed could 
not reasonably be procured in UA.) 

e, aonotruotion or .ngiaeeriiq NO, all such services 
S ~ X V ~ C O B  (FAA See. 604 (g) ) : Will will be U.S. or Salvadoran 
construction or engineering services be 
procured from firms of advanced developing 
countries which are otherwise eligible 



under code 942 and whi& have attain& a 
aompatLt &vm capability in intarnational 
markets i n  one of thoso areas? (Examption 
EOF -08. counkrimr which rooeiva diraot 
economic asriatanoa under tha FAA and 
pornnit Unitrd Statam $i+ora to aompatr f o r  
construction ar  enginearing e e i v h a  
Iinanaed from aeoiatanae progray of thema 
countziea ) 

f .  ~ a r g o  praferanaa rhippiaq 
( F a  Sac. 603)): I8 the rhip ing acluded ' S f ~ q p  compliance w i t h  the raqu ramant in 
aaction 901 (b) of the Warchant Marine Aut 
of 1936, as amandad, that at laart 
50 parcent o f  the $roar tonnage 0e 
commodities (cornputad raparately for dry 
bulk carriers, dry aargo linera, and 
tankera) financed shall be tranrported on 
privately owned U . S .  flag aomarcirl 
vesoels  t o  the extent ruch vaarsmlr are 
available at fa ir  and raarenable ratar? 

g. Tachaiea& asrirfanaa Yes 
(FAA Sec. 621 (a) ) 8 If tschniaal 
assistance is financed, will ajuch 
assistance be furnished by private 
enterprise on a contract baeis t o  the 
f u l l e s t  extent practicable? Will the 
facilities and re~ources o f  0th.~ mderal----- No other federal agencies 
agencies be utilized, when thay ate are expected to be 
particularly ruitable, not competitiva utilized. 
with private enterprime, and made 
available without undue interferance with 
domestic programs? 

h. 0.8. 8ig aarfi~tb 
(International A i r   rans sport at ion Fair 
Conpetitive Practicae Act, 1974): ff air 
transportation of persona or property ia 
financed on grant basis, wf 11 U.S. 
carriers be used to  the extent: ruch 
service i s  available? 

i. Termination foz aoavoniaaoa 
o f  U0 S O  Government (FY 1991 Appropriations 
Act Sec. 504): If the U.S. Govemsaent is 
a party t o  a contract for procurement, 
does the contract  contain a proviaion 
authorizing termination 02 such Contract 
for the convenience of the united States? 

Yes 

Yes 





a, trrge projaatr, 
a ~ongrassional approval (FAA @ma. 620 (k) )I : 
a I$ for aon8truotion of produativa 

1 antarprima, will aggregate valuo of , ' 

aoaiotanao to ba furniahmd by the U.B. mot 
axaeed $a00 million (except for ptaduative 

, enter~riser in Egypt that wero damoribmdl 
in tha Congro~nionrl Preaentrtion), or 
tioar armi8tanoe have the axpromu approval 
oP Congraar? 

25. D.8. audit nigbtr (PA& Sea. 
3Ol(d))# It fund i e  astabliehad 8olsly by' 
U , S a aontributionr and adminiatered by a:n 
international organhation, doar 
Coaptrollmr Cenaral h a m  audit rSghkr? 

26. Camaruairt 8arirtraoe (FAA Sea. 
620 (h) . Do rrrangrmontr axirt to inrura 
that United States foreign aid im not uoed 
in a mannor whioh, ~ontrary to the bast 
intorentn of the United Btater, promotea 
or amoirtm the foreign aid p+ojecta or 
activitiam of tha Communist-bloo 
oountrian? 

a. emah reiPlbursomeat8 (FAA 
Sec. 4 8 3 ) ;  Will arrangements preclude use 
of financing to anaka reimbursamentr, in 
the form of aash payments, to personB 
whose illicit drug arops are eradicated? 

b A#8irtanoo to.nrraotio8 
traffiokera (FAA Soa, 48718 Will 
arrangements take "all reasonabla rtepaW 
to preclude uue of financing to or througlh 
individuals or rntlties whioh wo know or 
have roason to bslieve have eithort (1) 
been convicted o f  r violation of any law 
or regulation of the United Stat08 or a 
foreign country relating to naraotias (or 
other controlled mubatances)j or (2) been 
an illicit kraffioker in, or othomino 
involved in the illicit traffidcing of, 
any ouch eontrollad aubotance? 

Yes 

Yes 

Yes 



28, 8xprop~iation and U n d  Roform 
(FAA 8.c. 6 2 0 ( g ) ) t  Will ammimtanaa 
precluda uma of finanoing to aompensate 
ownoro tor rxpropriatod or nationaliaad Ye$ 
pro arty, exaept to aompanaate foreign E nat anal. i n  aaeordan~a with a land raform 
program aartifiad by tho ~raridont? 

39. 1Pol3ar m d  Priaonr (FM Saa. 
660): will arrirtanga preaaude uae of 
finanoing to provide training, rdvico, or 
any f inanaial- rupport for polica, prifioiiiu, 
or otner &aw onforaam~nt foroar, axaopt 
fox nataotiom program? 

3 0 .  C t A .  ~ativitiam (FAA Sou* 662) t 
Will aesistanoo praaluda uae of financing 
for CIA rativltiea? 

35. Motor: Vehiolar (FAA 8aa. 
6 3 6 ( i ) ) :  Will araiotance precluda uaa of  
financing for purchase, malo, long-term 
lease, exchange or guaranty o f  the orLe o f  
motor v.hic1.m manufacturad outgide U . S b ,  
unlesr a waiver La obtaind? 

32. Military Parsonnal (FY 1991 
Appropriatiano Aot 8.0. 603): Will 
aaristanao ~roclude uoo of financing to , 

for ~rior 
or ouiront militar~ ~ m r m o d ?  

33. Oa rat of u.N. Amme8rmeats (FY 
1991 Appropr I"' ationr Act Sac. 505): Will 
assistanae preclude us. of financing to 
pay U.N. aroamrmentm, arrearagao or dues? 

34. I4ultilrtoral OrgmnSrrtion 
Lending (FY 1991 Appropriation8 Act Sec. 
506): Will ameiotanaa pre~luda ure of  
financing to carry out provirionm of FAA 
section 209(d) (transfer of FAA funds to 
multilateral organizations for lending)? 

35. E%pott o f  Mualaar R@8OUrOeU (FY 
1991 Appropriations Aot 880. 510): Will 
rosiotance pracludo ueo of fsnmcing to 
finance tha axport of nuclear equipment, 
fuel ,  oz t m c h ~ 1 0 1 0 ~ 7  

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 



' 36. Iopru.loa of ~opulrtioa (N 
1991 Approprktiona Aat 8.c. S f t )  r W i l l  
assis+ance preclude ume o f  financing for 
the purp0.e of  aiding tha effort8 og the 
government of auah country to rmprua the 
lmgitimat. rightn .of the population of 
auoh country contrary t o  the univenal 
~eclrration of numan ~ i q h k ?  

37. Publioity or propogandr (PY 1991 
Appropriation. Act sac. si6)*r Will 
assistance ba umed for alicity or 
propaganda purpose# dea 1 gned to #upport or 
dafeat logislation panding bofore 
congress, to influanco in any wa the 
outcome of a political elaction % the 
United States, or for any publicity or 
propaganda purpomes not authorizad by 
~ongrmse? 

3 8 .  Maria0 Iaruranoa (FY 1991 
~ppmpriationa act sac. 563) : W i l l  any 
A . I . D .  contract and oolicitation, and 
subcontract entered into under such 
contract, include a alause requiring that 
U. S. marine insurance companies have a 
fair opportunity to bid for marina 
insurance when such insurance is necessary 
or appropriate? 

3 9 .  Eschaage for p r o h i b i t ~ d  A o t  (FY 
1991 Appropriations Act 8ec. 169) : Will 
any ass i s tance  be provided t o  any foreign 
g~ve+nment (including any instrumentality 
or agency thereof), foreign person, or 
United Stater parson i n  exchange for that 
foreign government or person undartaking 
any action which i s ,  if carried out by the 
United States Government, a United States 
o f f i c i a l  or employee, expressly prohibited 
by a provision of unitad 8tates law? 

No, on the contrary, this 
Project ' 8  aim is to increase 
access of all members of 
the population to the 
democratic and civic 1ife"of 
the country, 

Yes 



8. CRITERIA APPLICABLE TO DEVELOPMENT 
ASSISTANCE ONLY 

1. Agtioultural Bspo~ts (Bumpera Only ESF assistance w i l l  be 
AmendmtmL) (FY 1991 Appropriations Act provided and, for th i s  
Sac. 921 (b) , as interpreted by conference reason, the remainder of ~ e c .  
report for original enactment): If B, relative to Development 
aasistanca e for agricultural devalopment 
activitiem (apacif ically, any testing or included. 

breading faamibility mtudy, variety 
improvanient or introduction, consultancy, 
publication, aonf ermco, or training) , sro 
rueh activitior: (I) epecifically and 
principally denignad to increase 
agricultural axport. by the host co,Untry 
to a country other than the Unitad Statdd, 
whmre the axport would lead to direct 
competition \n that third country with 
exports o f  a rimilar commodity grown or 
produced in the United States, and can the 
activities reasonably be rxpeetad to cause 
substantial injury to U.S. axporters of a 
similar agricultural commodity; or (2) in 
support of research that is intended 
primarily to benefit U . S .  producers? 

2.  Tied A i d  Crrdita (FY 1991 
Appropriations Act, Title XI, under 
heading NEconomic Support Fundm): Will DA 
funds be used for tied aid credits? 

3 .  Appropriatm Tmchnelogy (FAA Sec. 
107): Is opecia1 mmphaais placed an use 
of appropriate technology (defined as 
relatively smaller, cost-saving, 
labor-using technologies that are 
generally most appropriate for the small 
farms, small busineesea, and amall incomes 
of the poor)? 

4 .  Xndigenoua ~ e e d s  and Rraouroos 
(FAA Sec. 281(b) ) : Describe extent to 
which the activity recognizes the 
particular needs, desiree, and capacities 
of the people of.the country; utilizes the 
country's intellectual resources to 
encourage institutiona'l development; and 
supports civic education and training in 
skills required for effective 
participation in governmental and 
political processee essential to 
self -government, 



c . CRITERIA APPLIcAB~E TO ECONOMIC SUPPORT 
FUNDS ONLY 

laoaomia and ~olitioal I68biZAty 
(FAA 8.a. 531  (a) ) r Will this araiotanae 
promote aaonomia and politloal atability? 
To tho maximum extant faariblo, i m  thio 
a~oiotanca.con8iatsnt with tha polioy 
dlrec t i~nr ,  purpoaaa, 8nd prograpPe of Part 
I o f  tha P M ?  

2. Military Pwpoaea ( F M  Baa. 
531 (0 ) ) :  Will thir  araintanco be uoed for 
LL'Iitary or paramilitary purponw? * 

3 Qomnrobitp, aranto/Beparate 
AcaoUnta (FAA Sec. 609)  1 zf conuaoditise 
are to be granted oo that raAe proceeds 
will accrue to the racipient country, have 
Special Account (counterpart) arrangements 
been made? 

4. a.naration and woo of tooal 
Currenaiao (FAA 8ec. 531 (d) ) : Will ESF 
funds made available for commodity import 
programs or other program aseistance be 
used to generate local curzencias? If so, 
will a t  least 50 percent of ruoh local 
currenciaa be available to support 
activities consistent with the objectives 
of FAA mactiono 103 through 1063 

Yes, a main purpose is to 
maintain economic and poli- 
tical stability to ensure 
peace after a 12-year civil 
war, by improving access to 
health and education, increased 
opportunities in agriculture 
and productive enterprises. 

5,  Caah Tranufar R~quiramaata (FY N/A.  This is projectized 
1991  Appropriations Act, T i t l e  TI, under assistance. However, GOES 
heading "Economic Suppart Fund," and set. counterpart contributions 
575(b)). If aesfstance is in the form of generated from prior-year 
a aash transfer: programs meet all require- 

ments for separate account 

a. Brparate aaaountr Are a l l  management. 

such cash payments to  be maintained by the 
country in a separate account and not to 
be comingled with any other fund63 



b, marl uurrtenoAam8 Will a l l  
loeal uurlcenciar that may be gurrrated 
w i t h  funds provided as a oarh Wanafar to 
such a aountry alro be deporitrd in a 
spacial acoount, and ha6 A.1.D. antered 
into an agraemant w i t h  that gwermnt 
eotting forth tho amount of t h m  lorjal 
curmmcioa to be gameratad, the torme and 
conditiono under which they u a  t o  bm 
used, and tha trrponribilitiar of A.X.D. , . 
and that overnmant: to monitor m q d  aaaount 
totr.dapos f t8 and diaburaomant83 

o. O.8. Oovaxmant ttaa of 10-1 
aurrmnaiear Will a l l  8uch loo81 
currrenciar a180 ba used in auooredance with 
FAA Section 609, which re uiras 8uch local , P aurrencierr to be made ava labla t o  the 
U . S .  government as thm U.8 .  determines 
necessary for the roguilccrmentm of tho U.S. 
Government, and which requira8 the 
remainder to be usad for ptogramm agrrad 
t o  by the U . S .  Govarment to mwry aut the 
purposes f o r  which new fund. authoriz.8 by 
the FAA would themrrlvae be availabl.3 

d. Conqr@8~ion81 aotiorr Has Congress will be notified 
Congress receivrd prior notifieation prior to authorization of 
providing in detail how tha fund8 will be this Project* 

used, including t h e  U.S.  interaats that 
will be served by the arsistanca, and, ae 
appropriate, the economic policy refonas 
that will be promoted by the gaoh tzansfer 
assistance? 



US. AGqcY MR 

~~ - 
m&Qua&b : El Salvador 

: Peace and National Recovery 

: 519-0394 

: $280 million 

e of ~roiect; : Years (FY 92-96) 

: Peter Gore, Environmental Officer 
USAID/El Salvador 

Recommended Threshold Decision : positive ~etermination 

Bureau Threshold Decision : Concur with Recommendation 

Comments : Project consists of 6 major 
components: immediate conflictive 
zone relief; ex-combatant 
assistance; social and economic 
reactivation in the conflictive 
zones; land transfer mechanisms; 
infrastructure service restoration; 
and other programs. Funding comes 
from a mix of reprogrammed monies 
from existing projects, existing 
local currency, new local currency 
and new dollar funds. Each project 
component was subject to separate 
environmental review. 

Based on this review, some of the 
components were found eligible for 
Categorical ~xclusions. These 
include: Documentation Activity; 
Landmine Public Awareness Campaign; 
Demographic Studies; Social 
Reintegration and counseling; 
University Scholarship; Mental 
Health and Related Services for 
Children; School Teacher Hiring; 
Vocational/Technical Training; 
Survey and Administrative Support 
for Land Transfers; Feasibility 
Studies for Major Infrastructure 
Activities, and Technical 

320 TWENTY-FIRST STREET, N.W., WASHINGTON, D.C. 20523 



Assistance for the DGR. 

Other aub-projects are expansions . 
of existing Projects which have 
existing Initial Environmental 
Examinations or Environmental 
Assessments and for which the only 
required action is ensuring that 
the mitigations already identified 
are expanded to cover all new 
activities: Food and Distribution 
activity; Health Services Delivery; 
Equipping/supplying of Health 
Posts/Clinics; Vaccination 
Campaign, Maternal Health and Child 
Survival, and Equipping and 
Supplying Clinics and Schools; 
Rehabilitation of Handicapped 
Persons, and provision of 
Prosthetics and Orthotics; school 
Supplies, Equipment and Furniture; 
and Microenterprise credit. 

Some sub-projects contemplate 
activities similar to those of 
existing projects with approved 
IEEs and Environmental Assessments. 

.._. For these,. per Mission request, and 
given similarities and 
applicability of EA recommendations 
to the new sub-projects, approval 
is granted to expand and link these 
previously ~pproved EAs to the 
following sub-projects: PVO Support 
Activity; Agricultural Credit and 
Technical Assistance Activity; 
{subject to implementation of 
recommendations set forth in 
Environmental Assessment for Basic 
  rains Sub-program (519-0281, 
approved 1/31/92), including hiring - 
pest management coordinator should 
this activity be expanded 
significantly under the combined 
program); Agricultural and/or 
Shelter Starter packages activity, 
and Credit for Purchase of Land 
Activity. Concurrence subject to 
monitoring by Mission Environmental 



copy to 

Copy to 

Copy to 

Copy to 

Copy to 

Copy to 

Officer of compliance with EA 
recommendations and inclueion of 
a section in sub-project 
evaluations reviewing 
appropriat@nees and applicability 
of thaee IEA recommendations to 
these sub-projects and detailing 
results achieved through 
implementation of EA 
recommendations. 

Finally, new Environmental 
Assessments are required for the 
Road Building and Electrification 
activities supported under the 
Municipalities in Action component. 
Environmental Assessments will be 
carried out, focusinc; on activities 
identified in the IEE and EA . 
Scoping Exercises for these two 
activities. All other project 
components are hereby approved, 
subject to incorporation of 
appropriate mitigative measures as 
noted above. 

JJAf  0 o&Cprl Date FEB - 3 1992 

John 0.  Wilson 
Deputy Chief Environmental Officer 
Bureau for Latin America 
and the Caribbean 

: John ~anbrailo, Mission Director 
USAID/El Salvador 

: Mike Deal, PDO 
USAID/El Salvador 

: Peter Gore, USAID/El Salvador 

: Wayne Williams, REA/CEN 

: Mark Silverman, LAC/DR/CEN 

: Lorraine Sirnard, LAC/CEN 



Copy t o  : XEE File 



Recommended 
--hold Decision: 

Mission 
!Cbreshold Decioion: 

Data Regard: 

El Salvador 

$280 Wllion (LOP) 

6 Ye-8 

Positive Deterahation 

Conour w i t h  Rccommmdation 

Wsuant t o  Seetion 216,2(a) of A.I .D.  mviro!umntal ptocedures, 
enviromental analysis/evaluation is required for nrw projects , 
or for  new components added duting project revision or amendmant 
that were not praviouely oubject t o  avitonmsntal review. 
Analysis of the Concept Paper for the Project indicated that a 
nulmber of the components and/or mub-projects proposed aontabed 
Activities f o t  which an uav&onmurtml aasasmmant i m  required. 
The attached package presents a detailed analysis of the 
environmental status of each of the proposed sub-peoSects w i t h  a 
ooxzemponding recommendation. . Baoeb on the information above 
uad contained i n  the attached analyee8, USAID/El Salvador 
recommends a Positive Zbzeshold Decirion for those parts o f  the 
Project w i t h  significant environmental impacts. Further 
mvironm~tal analysis will be petformad as required and/or 
appropriate linkages formed with existing Environmental 
Assessmente. n 

Concurrence: 

u Uasion Director 
QSAID/El Salvador 



The Pro eat is fo r  $280 roillion, $140 million from new funds 
and $140 m i  1 l ion ,franr arrant and progtammed U6iUD funds. The 
Rojact aoncriete of ammietapca t o  the Oovernme~t of  E l  Salvador 
to mapport its National Reeoa8tPuation Plan 8irtactcrd toward 
jnc~easing eoonolaia oppl,rtwiti es , attaoking poverty, an8 
hprovfng the quality of . life for: individuals and familiar 
affected by the conflict. 

IZ\e craar.l of the  Project is to support El Balvador@e National 
Recorutrcretion Plan  in wneolSdating.tha paaoe negotiation 
process, helping reeolve societal unrest, and rowing the mar46 
of future growth with equity and a atron desaocracy. The 
Roject $8 t o  promote the econo m! c resotivation of the 
uonflictive eonrs b helping t o  restore the i r  access t o  basic 
serrviaes and asrriat g the democratic reintegration of thrir 
population. 

L 
Tbe Woject coasist~ of the following major coaponents: (a) 

immcrdiate aoonflictive gone relief; (b) ~x..coanbatant assistance; 
(c) social and economic reactivation in tho conflictive tones; 
(8) land transfu mechanisraa; 
(e) infraotructure; and ( f )  other programs, 

Each o f  t h e  components o f  The Peace and National Recovery 
Projaet proposed by USAID for  E l  Salvador has a number of 
eub-projeots and activi t ies .  IhurdSn for the Aetivitiem u981 be f a WLX of roprogrmmed monieo from ox eting pgo ects, curisting 1 looal euzzmcy, new local uusrerrcy, andl new do lar funds, The 
weall National Recovery Plan Project nunber will be 629-0394. 

In order t o  coneides the envirommtal bplieations of a 
Project vi th so .any alunmts, each of the 8ub-projects was 
comidared separately and a detezmination mada rbout i t s  
potential enviromental impact which is included h the attached 
package. 



801ao of the .ubipro e m  are eliqibla for C. oricul 
Exelueionrt Doamentat 1 on Jktivie, kndP#ine ]Pub1 "f o Awaronesrs 
Campaign, Iwio-Dmographia SWim Aativity, Soda1 
Reintegration Counseling Ac!tivit , Onivumity #&elamhip L Aetivlty, n81~ml mlth md -la suviaes for  Children 
Utivity, -1 TU&U E k b g  AdfVfty, V W & i ~ ~ l / k o h n i ~  
%?raining wtivity, survey MQ ~niaiotzat ivrr  mupport for Land 
Trmferts, urd Feasibility S t u d i u  for Major Infraotsuuture 
AGtivitlss. 

0th- mb-projeata are ~ i o ~  of d a t i n g  Projsote which 
have existing Initial EnvLromental Examinations or 
Enviromental Assessments and for whiah no addi*ionaX action is 
requfred: ~ o o d  and Dictribution ~ c t i v i t y ;  #ealth Services 
Delivery Activity; Vaccination cmpaign, auaternal Bmlth and 
child 8urviva1, equipphg and su plying cl9rrios and ochoolr d Aativity; Rehabilitation of han capped persons Activfty, 
Provision of prorthrtics and orthotics Activity; and Soh002 
ruppliea, equipment and furniture; Microenterprise credit  and 
technical aamictance ~ctivity. 

Some sub-projects contemplate activities sirPilax to those of 
existing projeets with approved IEEs and Environmental 
Assrsrrments and f o r  which a close linkage w i t h  these approved 
as~rrssments is recomended: PVO Support Activiw; 
Equipping/sugglying of health gasts/elinics Aetivfty; 
A g r i c u l t r i r a l  Credit and Tachnioal Aaoietance Activity; 
Agricultural and/or ohelter starter packages Activity; aINl 
Credit for Purchase of Land Activity. 

Additional Environmental 15rrsrssments will be requited only 
for: the aajor physical infrastructure projects subject to 
section 216.2 (d) . . . 

IX. 

- In view of the above rramination of the .nvironmental fasues 
o f  t h i s  Project, it is recmended that a Positive Determination 
be made and that the appropriate mitigative measures be 
incorporated into each of the appliaable sub-projects as - 
prescribed by either the current Environmmtal Asrecments 
covering them or new ones if neoessary. 



Idfe of Project: 

ZEE Erapared by: 

mcormn~~m 
Threshold Dmcirion: 

Data Prepared: 
a 

PVO 6upport for 1Cdueation and 
8081th S u v i o u  

8lS-0281 (a8rnArrnt) 

$1 Ull ion  (WIP) 

Concur w i t h  Recommendation 

January 10, 1992 

Kirsion Director /) O-/Bl S.l~d0r 



lPVo 8u port 201: gdwatloa .rsd LIealth Sarv$crclr % UI. ConflLetAv. tom, pod- .n 
-t tO Burg- Frogrut Bialt4 urd Sob8 

for Dirg lrcud:  P a w ,  519-0281 

The PVO 8upporL far: Mumtion and Iltealth Semioss as a new 
Aatfvity under an &endPren1; to b m r g  7 RogruIIr Bealth and Jobs 
for Displaced Po:6ons, 519-0281 has a ihmd lige of .1 year wit& 
pX-ad obligatio- not to excurd $1 a$11im. 

Th. of the Acrtivity is t o  imprw~e tb. quality of life for 
di8pXaced persono in tbr emf liutive arelrs. Thm hutivity- 
is to enable residents of the cont1ict;ive zone to become. more 
r e a d f l y  fncorporated into khe general sa:iety. 

'Pha Aetivity consists of providing rrsiaente of the conflict'ive 
cone with food md health rarviou, ahbunk shelter, trmporary 
employrplt, productive projects, and agricultural inputs. 

'Phe Ministry of Health will r-ff cand rstock field hospitals and 
health cent- w i t h  necessary medicrinea; and mergency medical 
sugpliea us, ESF-gmerated local eurralrcies already pro ammed 
f o r  the National Raeovery Plan. . Thio assirtance w f" 1 be 
comp1~0lleaf.d by other health r e m i c u  to be provided under the 
USAZD-sup~ortad Dieplaced Persorm Project 519-0281. 

Utilizing existing agreements with private voluntary 
organizations (PVOs), the  isp placed Pera:ons Project can W e n d  
humanitarian araistancce by mans of a %afety netn which, in  
addition to food ane health services, proviLdas special uaietanca, 
such as miaimam ahelter, temporary anploym~mt, proBuctiva p~ojects 
and agricultural impute. In addition to m a ,  ewrmtly active 
udrr thi8 pzoject, it is antiaipaka thak other PVOs inaluding 
those 8uppofive of e FMW, also will participate i n  this 
iamediate relief procrmo . 



moojeet 519-0381 a k d y  baa an rpprOY+d ]&nviromental. 
Asmuanant for the ro t iv i t iu  eonta~plat.4 in th is  Autivi* r 
~Envhonmntal &aerrrarant of Baatieidam proporred for Vaa h 
VWD[EL Balv8dot macry Progrmt H8alth and Jobs for Dimplaoed 
F d t l i ~  (8adc Br~gr&) (A ID Project NO, 819-0281) M d  
-al R.lIef program (PL-480, T i t l e  XZ), (AID mojaet No, 
819-620) ." . 

In addition, to  tbe extent that the WO mupport aetivsties 
provide health and dueation eerviaak (mch u water 8upplies and 
=nitation facil it iu) mimilar t o  those prwidrd by the PR08AMI 
Rojeet St@-0367, they w i l l  be 00vu.d un- the EnvSroajmental 
msuement f o r  519-0320, PubZia Services Improvement Project 
&pprOVed on lO/l6/90 as stipulatad in the IEE for 519-0367 dated .: 
2/15/90, 

Barad on the infonuation above, we recommend a positive Threshold 
D e t h t i o n r  for the Activity. However, since the Activity 
aonteupplatm on1 activitiao already approvad under 519-0281 and 
519-0320, no ad dY tional ~vironmental Assessment w i l l  be perfomed 
and activity participants will be inrtruate8 t o  PolPow the same 
mitigative and precautionary etepa recommendad h the Envir.onmenta1 
AsseesmaenW prapared for those projecsts. 

# 



Projlrot ltwationr El Salvador 

Orojwt T i t l e ;  Psace .nd National Mcovery 
Project Nuberr 519-0394 

Life of Project: 

IEE P&epared by: Peter  

~vitonhuatal  O f f  iaar 

Date Prepared: S M ~  10, 1992 

Pursuant t o  Section 216.2 (a) of A. I. D. anvironm~tal procedures, 
environmental analysis/evaluation is required for new projmcts. 
Analysis rof the Concept Paper for the Woject indicates that t h i s  
activity shoulU be covered by the m a n e  negative detednat ion  which 
Pr0j-t 519-0308 received on 4/23/91 (LAC-IEE-91-36) 

Based on the information above, we racapmrend a negative 
determination for the Threshold Decision for the Activity. 



'Phe Aativi 4.a for $8 ariilion, $4 ailZion new iunde % and 84 million fuPde repzogramed isom existing proj.cts. 
The LLotivity $8 similar t o  the Realth 8yetem8 Support Pzoject 
S19-0308 whose aim is to mapport anU mttmgthen the uapaaity of 
the Mhistzy o f  Public Health to de1iv.r basic bath services.. 

1Phc o f  th. Project $a to suh- El Sa1.1radot:'m kational 
Reconstruction Plan in aonsolidatkrg the pence negotiation 
process, help* resolva societal unrest, and sowing the sea& 
of future growth with equity and a stzong demoatacy. Zhe 
Projeot i o  to prorote the rconomic raaativation of the 
conflictive zone8 helping to restore the- accros to basic % servioes and assist g the dunoosatic reintegrat5on of their 
population. 

The Activity consf sts of supplies and equipment acquisition 
and management i n  order t o  reopen health posts and clinics that 
were closed because of the coafliut. unlike Project 0308 which 
tecaiveda positive Threshold Decision because i e  proposed the 
uae o f  prsticidas to contol atalaria haring mosquitoes, t h i s  
Activity does not contemplate any mlaria contr01. This 
A c t i V f t y  therefore should be covered by the same negative 
determination which Project 519-0308'recefved on 4/23/91 
(WLC-TEE-91-3 6) 

In view of the above examhation of the u~v~onmental  issues 
o f  this Activity it i s  rrqo~a~enda8 that a negative 
datesrPinatfon be made for airs Activity. 



mj6& & W ~ ~ O R $  

Projut Titles 

Project -: 
Aetivity Title: 

Aetivity Funding; 

Life of Oroject: 

IEE Prepared by: 

Rec~mend.8 
'Pbrumhold Decision: 

firsion 
Threshold Decision: 

Date Prepared: 

Paacre and National Rac10vrry 

Agricrultural Credit aad Technical 
Assietanca 

$25 Million (sop) 

Positive Determination 

Concur w i t h  Reco~enUation 

January 10, 1992 

eeion Director 
Salvador 



The A a t i o i  i s  f o r  $Zd raillion, $10 Pillion fram new fundo 
and $3 miLXZan%a fuad. raproqrammd from .St ing pro$ect.. 
ma m i v i f y  $# 6bil.r t o  tbc -1 F i n k u i a l  Markat8 Project 
619-0307 -ore aim i s  t o  inareaea availability urd 
prodwtiva we of credit in the refomn agridul~aml #actor. Tho 
nn, Mtti ty w i l l  mke eredit available tbrou@ th. BPn and 
lrEDEaEDrJeO. 

The qppa. of the Roject is to .upport El Bb::k*&Jcrvn Natgowl 
R8a0mtruction Plan L consolidating tho pucc napi:k2ion 
proous ,  helping resolve 6ocief.l auwest, wd ;(a;lssq era seeds 
Of future growth w i t h  w i t y  md mtron UeSLil&=.Z.:-- $38 
m0jd $8 to promote the aeon exi c r a s r ' c . i ~ ~ : r ; ~ % ~ ~ ,  of  the 
aonflictive zones b helping t o  restore theL: p.Cac/wS; (::o basic 
8amices Ma assist g the democratic reinks;&at.lc.ii Z J ?  ~bheir 
population. 

]I, 

The Activity C O M ~ S ~ S  of exp~ded a$rior~:Lt'~?*-~i.:'. ~ : ' : 3 3 , i t  ~d 
technical aosf stance ptogrma f of residwhe of' $229 !~~,:.r:&lictf ve 
ZOnes. Unlike Roject 519-0307 which reeei'ved r aidz a?:ive 
Threohold Decisfon because it did not gteparrre the :? h ranahg of 
pmticider , this Activity nay f inane agrAcu1tura;L iaputs 
including peeticides. If this Activity doas finwyrce the 
acquisition of pesticides, it will be under the  @me conditions 
as r e e d  and approved under tba Enviromantal Assassment for  
the Agricultural S t a r t e r  packages of Roject 519-0281 which 
trueived apptoval on / / . 
IS. 

Pursuant to Section 216,2(a) of A.I.D. envirom8ntal procedures, 
environmental analysis/evaluation i s  require8 for aev Projects. 
AMlydtis of the Concept Pap= f o t  the National Racwrry Project 
Agricultural credit ~ct iv i tye indicated that it should be coverad 
by the same Enviromental Assesmamtwhich was perfomad for 

. PZoj.Ct; 529-0281. 

Basal on the infomuation above, we recommand a gosi1tivs 
detemninatioa for the Tbreahold Deaision for the M t f v i t y  and 
the further deteradnation that the Eavironr~entaf. Assessment 
perfoflped for Project 519-0281 i r  sufficient t o  cover the 
actions contunplated by the new Bgricultural Credit Activity. We 
recomS=t!i that  no further environmental study be undertaken for 

ACtivi-• 



mojeet tocation8 

Projmt T i t l e :  

n;urixbg: 

bife of Rojeot: 

IEE Repared by: 

Date Prepared: 

El Salvador 

Agricnrltural and/or 8helW 
starter xits 

~nvironmnhtal Officer 

Those individuals in the. repatriate and diqplacad puson 
wmunitied who decide to tam for a l ivbg, vill be given 
agricultural rtarter packages containing seeds, =A-approved 
f er t i l i zers ,  pest control applications, Ma basic fart~ing tools. 
As an expanded activity of Project 519-0281, the Agricultural 
starter packages should come undar the recent EA pufornred f o r  
pesticide w e  i n  basia grain production by CICP in Juure 1991. 
Thate will be no naw uses of pesticides and all of the safeguards 
prOpo8ad by the EA will be obsewed. 

Based on the hformation above, we recommend a gosit5ve 'Phrerhold 
Determination f o r  the Activity. Bowever, since the Activ i ty  
contemplates only activities already ap roved under 519-0281, no 
additional Environmental ~soesment 'w f' 11 be pexforrprs8 88 the 
pesticide w a r  are covered Wer the CICP EA of June 1991. 

Concurrence: 

V Mission Dfreotor 
VSAID/El Salvador 



Projrcrt  itl let Pmoe and National ~ewvary 

Project Imber: ere-0394 

Activity Fund5ng: $13.5 Killion (LOP) 

L i f e  of Projeat: 

I E  Prepared by: 

s years 

usm/e i  blvador 
Etavironm tal Offiaer 

Rmcommended 
Thteshola Decirion: Negative Determination 

Hission 
Zhreshold Deairrion: Concur w i t h  Recbmmu1dation 

Date Prepared: January 10, 1992 

Director 
/El Salvador 



The Activity is for $13.5 millSon, $6 s i l l t o n  frm new funde 
and $8.5 atillion in funds reprogrammed from adsting groSact8. 
me Activity i m  similar to the present ongoing Lurd Bank Project 
funded with local currency whose aim is to prwide lmd to, or 
cr8di.t for Che purchase of land by, repatriatad P&ilies an& 
e%-combatatlk wbere possible. The institutions w U c h  will 
receive direct assistance are the Land Bank, Jnetituta for 
Agrarian Transformation (ISPA), the lrornd Regietzy O z f i c e  (SPRH) 
and the National Geographic Institute (IGN). 

The Land Bank will be the institution primrily responsible 
for financing lanU in the vicinity of the repa9=riateud villages. 
Under normal circumstances, the Land ~ a r r k  acts only as a 
financing agent. That i s ,  when the buyer and seller have agreed 
upon the terms of the transfer and the transaction meeto tbe 
criteria, thr tand Bank tben provider credit. Under the 
National Stewvery Program, however, the &and Bank will take a 
=ore proactive role, identifying properties and property ownas 
and autively negotiating with them on behalf of the 
beneficiaries. 

The noal of the Project  is to mapport El Salvador's National 
Reconstruction Plan in consolidating the peace negotiation 
process, helping resolve societal unrest, and sowing the seeds 
of future growth with equity and a swong deoaocraoy. The 
Project m o s e  is to promote the economic reactivation of the 
conflictive zones by helping to restcsze the- accesa to basic 
senticref and assisting the democratic ratintegrakion of their 
population. . . 

The Activiw consistrr of expanded agricultural atadit for 
land purchaor through the Land Bank by reaiaenta of the 
conflictive zones. In order to assqe tha t  =edit is not 
extended for the purchase of land which nay be inappropriate f o r  
agriculture, the Land B ~ ~ S C  8h0uld initiate a aystrm o f  lurd use 
categoriae to evaluate the types of land it is purchasing. Such 
a system alreaay urists has been applied to certain of the 
Agrarian Reform properties. The use of such a system would 
assure that obviously inappropriate lands such as gullies and 
wetlands are not financed w i t h  t h i s  Activity. 



Pumxmt to Seatior) 1L6.2(8) of ibIbD. udsmmntal prou6dua8, 
.t~kOmWbka% -ly8b/W8&Uat&on %S -it.d M W  Ihr0jaott;e. 
A2talyaiu of th. Concupt 88- f o r  the National Raaovuy Plan 
AqriCUjltu1:al Credit W i v i t y  Znbfeatad that it mhould reoaive 
cu~tegoriarl ura2usion undrr: Beation 216.2 (8) ( x )  , %up o z t  for 
intumediate m d i t  htitutiom. . .> bl(rvlVUIelam8, % ordoe to 
aasum that lurds fiamcrrd by tbfs project u e  agpropriate for 
agricultural rurrr, thie Im was pxepar.d ~ e e ~ d i n  the 

Baak. 
!b b t i t u t i o n  of 'a lmd use ~tegoriration aptan for e krnd 

Barred on the Snformation abova, we recemena a negative 
detarroination for the Threshold Decision for the Autivity and 
tha t  no fmer  onvko~mental study be undertalcen for this 
Activity. 



81 aalvador 

Pmoa urd National R e a o v e r y  

Activity Purrding: $100 Million (SOP) 

Life of Aotivi.ty: 6 Y-8 p., 

IEE Prepazed by: 

Reeonmended 
Tbeshold Decision: Poritive Determination 

Masion 
Threshold Decision: Concur w i t h  Recommendation 

w 

Data Prepared: J ~ u a r y  10, 1992 

4f d o n  Director 
sAID/El Balvador 



The H i v i t y  i 8  for $100 Prillton, $40 aillion from n w  fun86 
and $60 ad1330n in  Cunalr raprogranmd frm existing Projaets. 
The m i v i t y  i r  an expansion tha present ongoing Yunioipalitiee 
in Aation mofeat funded w i t h  loor1 currenay whom rim i~ t o  
addrms immediate looal, mall-rcale, infraatruature oonetructian 
needs at the rmunfcipal level, aa identified by th. cornunities 
themselves. 

W i t h  the he1 of CONBRA and the mayors, tbe linitial needs of 
the inhabitants ! n 63 02 the 82 m d a i p a l i t h 8  in the 
conflictive zones havr akeady been datemined through open town 
aeetinga. In those cases, at  least one project pu: nulicipa1ity 
has been p r e w e d  for immediate contracting. Needs in the 
remaining area6 w i l l  be established a8 soon as aocemc aan be 
gained. Ea~eri(u'~3e under the WEA prqram indicates +&at tbe 
nee& for basic infxastructure expressed by l o a d  citizens are 
very sitoiLar throughout the country and f a l l  into five majog 
cntegoriea of act6vitfers: acaess roads 36&; eleetxifl6c~tion 
168; scbools/education 152) water and sewer 128; health and 
community eemters 112. 

T&e psU of  the Project in t o  rupport El lalvador'cl National 
Rloonstnratfon Pkaa in aotasolidatinq the peaca ne otiation L grooms, helping resolve sociatal unrest, and now g the eerds 
of future groyth with equity and a strong democracy. The 
Project is t o  promote the economic reactivation of the 
t30nflictiv+ tonerr b helping to restore their access t o  basic 

population. 
]I, errvices and aaeist g the democratic reintegration of t h e i t  

2he National Recovery Project Mbaicipalitiem in Action 
Activity consisto of providing health and education aervicas, 
vater supply, and road and bzidgr access be-am cantons, 
canton8 and municipal centers, and aunicipal centere and the 
national road netuork. 



'Phe water #upply 8etivitSu u r  ~ Y I I C . ~  undrs the 
'Envir:om.ntal lbm~uemuit performa4 gar tb. 819-0330 -1ia 
s h a e r  ][rPgrovenent mojeet w t i i c h  m a  approved on 10/16/90. 
The Zural soad8 vhida wua aon8Wwted und- 519-0320 &ad 
indfvidarl uresmmnta oa site to uuure that t2mze were no 
negative effcrcrtr baeauue of thr ooamtruet5on aativity. The 
oonstmacrtcion o f  hulth uad a u a t i o n  butldinga will ba on a 
mall. scale, but: a180 f a l l  mde1: t;h. negative datamimation 
gxant8d an IEE prepar.4 f o r  the Rural Rimary Muation 
Expanafon Rtojecrti al9-0190. 

1Pursuant t o  Section 216.2 (a) of A.1.D. snvirorrmmtal procedures, 
envitonmental analysia/evaluation i s  r ~ q u h r d  for new Projecte. 
Analysis of the Concept Papar for the National Recovery Plan 
Mudoipalitiea i n  Aatien A&iv$ t~  indicated that it mbould 
receive an Initial, pIviromanta1 Examination because the ptojrot 
aontairted elements that had potential environnrurtal impacte. 
Although tha fippaats are likely t o  be of  a mftrhual nature 
baause of the scale of the Activities aad some are covered by 
Enviroxammtal Assmsment8 whiah have bean perfomed f o r  rhdlar 
Project6 eupportrd by tbe Mission, oome negative environmental 
effects may be cawsad by the road building and electrification 
BotivitSeq. 

m e 4  on the information above, we recommend a porsitiva 
determination for thr Thrushold Deciaion for th8 Actk,+-ity an4 
that an Envkonmental Asselsment be p.rformed for tho RQ8d 
buf l 4 b g  an4 Llectrif ication components of the Municipal%t;ies i n  
w o n  A c t i v i t y .  . 



Proj mat Uoationr 

PZO~ @at Fit10 t 

Projaot Number: 

AativiCy Titlet 

Adtivity Funding: 

Life a t  Projeatt 

IEE f repared by: 

Reoommandrd 
Threrhold Dooimion: 

Mieraion 
Threehold Dooision: 

Data Prepared: 

El Salvador 

Raaoe and National Racevery 

f5lS)-0394 

IR~~tad ~ k p a i r  and Reaonrtruat ion 

$11 Million (m3) 
5 years 

Peter Gore 

Canour w i t h  Reaomendation 

January 16, 1992 

Pursuant t o  Section 2%6.2(a) of A.1.D. anvironmental proaedurea, 
environmental analyeie/~valuatian i s  required f o r  new Projects. 
Anakyeis of thr Conoept Paper f o r  t h e  Projrct indicated that  t h i s  
act iv i ty  i a  not aovered by the Enviranmental A8oercment for  Project 
0320 and ahould therefore have a new Environaontal Aa8srsmant 
porf ormod. 

Bared on the infomation abova, we raaonuuend a porit ive 
determination for  thm Threrhsld Daairion for the Aotivity. 

Concurrenoe: 

U niaiiori Director 
USAID/El Salvador 

FEB - 3 1992 
Date 
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~ u h  oer ouroc& Q - I f -  

Projoat Loartionr 

Yrojeat Ti t lar  

Projaat NP1IPbar t 

Aativi ty  Tit le  r 

Aativi ty  Funding: 

][rife o f  Projaot: 

XEE Praparod by: 

Reaommandrd 
Tmrauhold Drairion: 

Miamion 
Thramhold Deaieiont 

Data Pregaredr 

El Balvador 

Paaaa and National Racrovery 

6111-0394 

In t rnr ivo  Elaerkia arid Ma1nt;onanae 

$30 Million (UDP) 

5 yrarr 

Potor Gore 
UBAID/El ~aivadlor 
Environmantel Arbviaor 

Pomitivo Detemf nation 

Conaur with Racomendation 

January 10 ,  1992 

Purmuant to Seation 216.2(a) o f  A.I.D. anvironmantal prooedurer, 
snvironmental analyoia/ovaluatian ie ~equireld ror new Projeate. 
Analyair of the Conoopt Paper for tho Projock indiaatad t h a t  t h i n  
a c t i v i t y  i a  not covered by tho Enviromental Ammoeernent l o r  Projeot 
0320 and should tharofore have a nrw Envirorxmental Ameasement 
performed . 
Based on t h r  infomation abova, we reoomend a posi t ive  
dataminat ion fo r  tho Threehold Deaidon f o r  t h e  Activity. 

Concurrenae: 

Miemion Director 
U8AIDlEl Salvador 

FEB - 3 1992 
Date 



Doaumantation Activity, 8upportad by 
E8F generated Weal Currenay 

The Documentation of Civiliane in the conflictive zones 
Activity supported by funds zaprogrammed from existing resources 
has a planned life of 1.5 years with planned obligations not to 
exceed $.250 million. 

The of the Project is to support El Salvadorls National 
Reconstruction Plan in c:onsolidating the peace negotiation 
process, helping resolve societal unrest, and sowing the seeds of 
future growth with equity and a strong democracy. The Project 
~ O S Q  is to promote the economic reactivation of the 
conflictive zones by helping to restore their access to Basic 
services and assisting the democratic reintegration of their 
population. 

The Activity consists of a documentation campaign to provide 
residents of the conflictive zones with national identity cards, 
cedulas, so that they can participate more fully in national 
life. 

Since the actions contemplated will not have an effect on 
the natural or physical environment, the Activity qualifies for 
categorical exclusion under Section 216.2(~)(2)(~), 
llDocumentation and information transfer...." of 22CFR. 



Landmine Public Awareness Aativity, under an 
Amendment to Emergency Program: Health and Jobs 

for Dirplaoed Permon., 519-0281 

The Landmine Public Awareness Activity under an Amendment to 
Emergency Program: Health and Jobs for Di~plaoed PercPons, 519-0281 has 
a planned life of 1 year with planned obligations not to exceed $.500 
million. 

The of the Project is to support El Salvadorls National 
Reconstruction Plan in consolidating the peace negotiation process, 
heiping resolve societal unrest, and sowing theeseeds of future growth 
with equity and a strong democracy. The Project is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

The Activity consists of an educational campaign and as such 
qualifies for categorical exclusion under Section 216.2(c)(2)(i) of 
22CFR, '@Education, technical assistance and training..." In addition, 
the Activity will have a positive environmental impact in that serious 
threats to man and his works will be eliminated through the successful 
use of the information that this campaign will disseminate. 



Socio-Demographic Studies Activity, supported 
by funds reprogrammed from existing resources 

The Socio-Demographic Studies Activity supported by funds 
reprogrammed from existing resources has a planned life of 1 year with 
planned obligations not to exceed $.500 million. 

The of the Project is to support El Salvador's National 
Reconstruction Plan in consolidating the peace negotiation process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project =Dose is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

I 

! 
I 

The Activity consists of a socio-demographic study which will be i 
carried out by interviews with residents of the conflictive zones to I 

determine their current status and needs. I 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(c)(2)(xiv), "Studies, projects or 
programs to..." of 22CFR. 



Social Reintegration Counmeling Aativity, supported 
by funds reprogrammed from oxiating resouroes 

* 
The Social Reintegration Counseling Activity eupported by funds 

reprogrammed from existing resources, has a planned life of 1 year with 
planned obligations not to exceed $.500 million. 

7the aoal of the Project is to support El Salvador's National 
Reconstruction Plan in consolidating the peace negotiatio,n.process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project WDOSQ is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

The Activity consists of setting up counseling services in various 
locations in the country to provide educational, vocational, and job 
availability information to former members of the El Salvador Armed 
Forces and the FMLN. 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(~)(2)(1), "Education, technical 
assistance, or training programs...," of 22CFR. 



University Scholarahip Aativity, mupported 
by funds from the 519-0394 Project 

The Activity to provide university scholarships for ex officers of 
the ESAF and commandantee, supported by funds from the new 0394 
Project, has a planned life of 5 years with planned obligations not to ' 
exceed $7.5 million. 

The aoal of the Project is to support El Salvador's National 
Reconstruction Plan in consolidating the peace negotiation process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project mas@ is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

The Activity consists of providing tuition, books, and a monthly 
stipend to officers who have been demobilized from both sides so that 
they can obtain a university education. 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(~)(2)(1), @@Education, technical 
assistance, or training programs...," of 22CFR. 



Mental Health and Related Serviaes for Children Activity, 
rupported by funde from planned Miasion resource@ 

and additional U8G funde 

Mental Health and Related Services for Children Activity 
supported by Irmds planned Mission resources and additional USG 
funds 
has a planned life of 5 years with planned obligations not to 
exceed $3.3 million. 

The sou of the Project is to support El Salvador's National 
Reconstruction Plan in consolidating the peace negotiation 
process, helping resolve societal unrest, and sowing the seeds of 
future growth with equity and a strong democracy. The Project 
=Dose is to promote the economic reactivation of the 
conflictive zones by helping to restore their access to basic 
services and assisting the democratic reintegration of their 
population. 

The Activity consists of staffing a number of clinics and 
schools to provide mental health counseling and related services 
to children affected by the war so that they can lead more normal 
lives. 

Since the actions contemplated will not hake an effect on the 
natural or physical environment, the Activity qualifies for 
categorifzal exclusion under Section 216.2 (c) (2) (xiv) , "Studies, 
projects or programs to..." of 22CFR. 



rSchool Teaoher Hiring Aativity, eupported 
by funds planned Mission raaowces 

and additional USG funds 

The Activity to hire adaitional teachere to ataff echools in the 
conflictive zones, supported by funds from planned Mission resources 
and additional USG funds, has a planned life of 3 years with planned 
obligations not to exceed $1.2 million. 

The aoal of the Project is to support El Salvadorls National 
Raconstruction Plan in consolidating the peace'negotiation process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project -one is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

The Activity consists of hiring additional school teachers to staff 
the schools that are being rehabilitated in the conflictive zones in 
order to make education available to the maximum number of children 
possible.. 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2 (c) (2) (1) , llEducation, technical 
assistance, or training programs...," of 22CFR. 



Vocational/techniaal Training Activity, supported 
by funds from plannad Mirsion Rerources 

and new USG funds 

The Activity to support vocational and teahnical training to 
residents in the conflictive zones, rupported by funds from planned 
Mission resources and new USG funds, has a planned life of 5 years with 
planned obligations not to exceed $14 million. 

The croal, of the Project is to support El Salvador's National 
Reconstruction Plan in consolidating the peace negotiation process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

The Activity consists of giving residents skills so that they can 
become employed by providing vocational/technical Training as an P 
expansion of the ongoing local currency funded project with CON= and 
FEPADE. This vocational training project is similar to the 
Microenterprise Development Project 519-0315 which received categorical 
exclusion from an IEE on 8/31/90. Funding will be from planned Mission 
resources and new USG funds. 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(c)(2)(i), '@Education, technical 
assistance, or training programs...,'@ of 22CFR. 



Survey and Adminiatrativo rupport for &and Transfara, 
8upport.d by funds roprogrammod from oxirting raaouraes 

The Activity to 8upport murvey and administrative salaries/supplies 
for land transfers, eupportad by funds reprogrammed from existing 
resouroe8, has a planned life of 5 yaars with planned obligations not 
to exceed $1.5 million. 

The of the Project is to support El Salvador's National 
Reconstruction Plan in consolidating the peace negotiation process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project is to promote 
the economic reactivation .of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

The Activity consists of provide legal status to landholders in the 
conflictive zones by supporting the Institute for Agrarian 
Transformation (ISTA) for surveying activities and logistical and 
administrative support, the Land Registry Office (RPRH) for salaries 
and administrative costs, and the National Geographic Institute (IGN) 
for personnel, mapping supplias, and office equipment. Funding will be 
from planned Mission resources. 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(c)2(v), "Document and Information 
transfers." of 22CFR. 



Faaribility 8tudi.m for Major Infractruotura Activities, 
8upport.d by funding from axiating projaat 

and plannad Miarion ramouroar 

Tha Feasibility Studier for Major Inframtructure Actj,vities, 
mupported by funds from an existing Mission Project and new US6 funds, 
has a planned life of 3 years with planned obligations not to exceed 
$10 million. 

Tho of the Project ie to support El Salvador's National 
Reconstruction Plan in consolidating the peace negotiation process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

The Activity consists of carrying out a series of design 
feasibility studies for major infrastructure activities in the 
conflictive zones. 

Since the studies contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2 (c) (2) (xiv) , I1Studies, projects or 
programs to..." of 22CFR. 



Support for Invertmant Promotion, #upportad 
by naw U8G funding 

The Pativity to oupport Invertmant Promotio in the conflictive 
zone., oupported by napw US0 fundr, ham a planned life of 5 years with 
planned obligation@ not to exceed $2 million. 

The ~Q&J, of the Project is to rrupport El 8alvador's National 
Reconstruction Plan in consolidating the peace negotiation Trocess, 
helping resolve societal unrest, and mowing the seeds of fucure growth 
with equity and a strong democracy. The Project is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

The Activity consists of the preparation of studies to identify 
opportunities for investment in the target areas; identification 
of/proposing solutions to impediments to such investment; and 
development of appropriate promotional materials. 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(c)(2)(v), nDocumentation and information 
tran~fer...,~~ of 22CFR. 



Thr ARCirt%y t o  pw4da baabaiool rraiaturcur 80s 
DSsoobotata Owaarcrl o i  me@onrbtruabion (Dm) aulppoi*ad by 
Cunda Csom pImaad UIOLOII ~~WIIOULTO~I ham a plumed 1iCo 
o l  8 yrrrr h t h  p & u ~ u b  ~ l A q r t l o n r  not t o  anamd 47 
mil&&an, 

Tho na.l o f  tb. Projeub hr Oo rugport P1 brAvrboxf r 
Mathanal koonmtruat4on #%an Ar oonroliidrbin tha pore0 
ar+gotlatLon tooerr, balplnq rrrrrolwr roatatr unrert, d P 
wad croniag a road# o f  future growth with aquaby and 
r6rong d.aPoorray. am Pro .at & -T- i f  t a  prometa the 
ooorrosaio raretivatlion oC 8 aorrill o t i w  sonem by 
h.1 An t o  mrtoro Oblc roo088 t o  br r ia  aarvAoaa and 
arr  4 a t  f ng th+ damoorrtrlo sointegration o f  thairt 
pspulrtton. 

'Ph. Aatbvity ooncrtrtr o f  aQrangthaning tha D m  lay 
artrbaiahAnq r taurrga~p.nt unit raogonaAb1~ for 
ooordOnrtlng w i t h  tha rm8peotkw &in. ralni8trli.r and 
rd-autonoo36ur publia ronriaa en6itier, artablirhkng 
olrar pr&oritiar, qualAty oonteol, donor aoordinrtion, 
and mrmll papat C a m .  
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Olo)e~t %itla: Perm and Matiom1 R.00v.r~ 
I 

maaadiagt $280 nil l ion (LOP) 

m i  
w e  of  Projeutt 

IRE Prepared b y 8  

Reeommen4ed 
Threshold DecUion: Positive Datemination 

Mirsion 
!X!breahold Decision: Conour w i t h  Recommendation 

Date Orepared: qmuary 10, 1992 

PUrsuant to Seetion 216,2(a) o f  A.I.D. environmental procedures, 
mvironmm;al analysia/evaluation ie gemired for new projects, 
or for new coarponents added duting projact revision or amndment 
mat  were not previously subject t o  environmental review, 
Analysis o f  the Concept Paper f r  the Projeot indicated that a 
nubar of t;he components and/or rub-projects propoc.4 aontained 
Activities for which an uaviromurkl  amrcrr~amt i e  raquired. 
The attached package presents a detailad analysis of the 
enviromental etatus of  each of the proposed mub-projects with a 
corracpondinq recommendation. Bacrd on the infomation above 
a d  contained in the attached analyr-, USAID/El Salvador 
r e m e n d s  8 Positive Threshold Decision for those parts of the 
Project with significant environmental impacts. Ruther 
urvirobmental analysis will be petforaed as required and/or 
appropriate linkages f omed with existing Environmental 
Ilrrsessments . A 

(J xiasion D i m t o r  
UsAXD/El Salvador 



Th8 Ore a& i m  fo r  $280 oPill%Onr $140 a l l i o n  frm &law fwd8 
urd $140 mi ! l i o n  ilrom marrant urd programad UllsAID funds, The 
Projact oonsiets of asmistance to tha O o v ~ ( ~ l t  of E l  gialvador 
to nrgaort ita National ~ n e ~ a t i o n  Plur  d&ectad -ward 
Inereasfng e e o n d a  opportmitieot attadkkrg poverty, and 
improving the quality of l ife for individual6 and fanil ieo 
affected by the aonfliek. 

'Phe of the Projact i e  t o  ruppott E l  Salva&or~o National 
Recon8truetion Plan i n  oonrolidating-tha peaae negotiation 
p r o ~ 8 ~ s ,  helping resolve eocietal unrest, and mowing tha reads 
of future geowth wi- equity urd a awon dmootaq. The 9 =eject i s  t o  promote the eaono a reaetivrtr5on of the 
mnflftztive gone8 helping t o  restore the i r  acce8s t o  basic 

population. 
% ~ r v % o e s  and a r r i s t  g the demoeratic reintegration of their 

lCbs Project wnsirtr of the following aajor coaponents: (a) 
humdate ~cronfllctive eon@ rel iaf ;  (b) ex-oaaibatant aseistance; 
(a) oocial md ectonosPic reactivation i n  the confliative cones; 
(6) laad t rans fu  mechanislas; 
(e) infrastructure; and ( f )  other programs, 

8aCh of the components of Tbe Peace and National Recovexy 
Projack pro&oried by USAID fox t18alvador hae a ambu o f  
mub-projaut8 m d  re t iv i t ier .  lFundin for the W i v i t i e r  w i l l  be f a six of reprogrrmmed aonies froa ox mting pro e m ,  e i r t i n g  1 local c~urrenqy, new local crurreaq, and new do l a r  funds, The 
w u a l l  National Recovery Plan Project nambez w i l l  be 819-0394. # 

Ia order t o  consider the s;nvironnmtal $nplieations of a 
Profeet w i t h  so  m y  elements, each of the  8ub-projecte was - I 

coneidared separately and r detezmination made about i t s  
potential enviromrtntal impacrt: which i s  includod b the attached 
package. 



-8 of thr mab-pro (I- l l l ~  eligible for Ca ori-1 
Exalusionr: Doamentat 1 on Jktivity, krndmintr Oubl "P o Awarenrrs 
Campaign, mio-Demographicr 8tudirs Aotivity, looi.1 
~ k r t s g r r t i o n  c~urueling AotivSt 4 ~lnivwaity ~&01arrhip L Ut iv i ty ,  Mental llealth and -1. I u v i a e s  for Children 
AcrtLvity, soh001 'P..Ahu Hiring Activity, V o e 8 t i a n r l / t a ~ i ~ l  

, Training A&i~iwr m e y  ~d m a t r a t i ~ ~  mumart for t.nd 
Trmrfero, and FeaalbilSty Studiu for llajor Infrastruutve 
Activities. 

Other mub-gmjwta are -iom of d t h g  Projeete which 
have existing Initial ~vironmantal  %Kaminations or ' 

Environmental Assessments and for whiah no additional ac'tion i s  
required: Food and Diotribution ~ c t i v i t y ;  Health Bevieem 
Delivery Activity; Vaocination aaapaign, matema1 health and 
child survival, i p  ing and su lying olinias and achools T S 8' Aotivity; Rehabil t a t  on of han capped perronr Activity, 
Provieion of procthaticm and orthotics Activity; and 8ahool 
supplies, .quipmmt and furniture; Ucroenterprise credit and 
kchaical armiatanco Activity. 

Some ntb-project6 coatemplate activities sirmilar t o  those of 
existing projects w i t h  approved IEEs and Enviromental 
Assesammntai and for which a oloae linkage with these approved 
assessments is recomended: PVO l u ~ ~ o r t  ActiviWt 
Equipging/supplying of health postaj&linics ~ut i*y;  
Agricultdral Credit and Tachnieal Asmiatancr Activity; 
Agricultural and/or mhelter starter packages Activity; and 
Credit for Purchase of Land Activity. 

Additional Environmental Asousments w i l l  be required only 
for the aajor physical infrastructure projecto subject t o  
seation 216.2(d). e 

11. 

I n  view of the above . x d n a t i o n  of the .nvirenm~tal iamues 
of this Project, it is reconnaanded that a Positive Determination 
be made and tha t  the appropriate mitigative m e a s u r e s  be . incorporated h t o  uch of the appliaable sub-projects as 
prescribed by ei ther  t he  current Enviromental Asaeaammnts 
covering them o r  new ones if necessary. 



~ o j e u t  w . b . t c  

Funding: 

Idfa of  Project: 

IEE Prepared by: 

Data Prepared: 

Po0 mrt for Mueation and 
rrerltb S u v i e e 8  

Po~it ive  Determination 

Concur w i t h  Recommendation 



port fog Education urd lkrlth -;Leer "^% ma ConffiWv. Born, undri: M 
Aaabant tO m o n e y  &mgrtlla H e a l t h  UICI J o b  

for ~iqUOaa OWaol~, 11119-0281 

2he PVO Support for MwrtAon and Becrlth Buv$ow ar a new 
Activity under aa APPurdment t o  -on Pregzuut  Eealth and Yobs =T for Displaced Oerrrona, 819-0381 has a urncd life of 1 year with 
paannet~ ob~atiozwi not t o  excemd 21 Qllion. 

The craal of the Aetivity ir t c  bprwe the qualit of l i f e  for 
displaced persons in the eonfliutive areas. Th. A e t  f vity nu- 
i s  to enable residents of the conflictive zone to  become sore 
readily incorporated in to  the genccral society. 

'Eha Activity consists of providing t r s i d e n t r  of  the conOlOctive 
zone w i t h  food and health m d c m ,  minimua shelter, tmmporary 
employment, productive projects, and agricultural inputs. 

The Nidatry of Health w i l l  obff and stock field hocpitaf s and 
hoalth aentero w i t h  necessary mediainerr and amrergency meaical 
supplies using EGF-geneated local currencies already pro emmed f f o r  the National Reaovery PAM.'. This assistaxme w 11 be 
cospleuaenfrd by other haalth e.rvicer to  be provided u n d u  the 
UHbID-~ppom Displaced Persons Project 519-0281. 

Utilizing existing agrecu~ento with private voluntary 
orqanieations (Wos) ,  the Dbsplaeed Persons Projact oan eactend 
humanitarian assistance by m~lrtrs 0% a "safety n a t m  which, An 
addition to food atad health oemrices, provides special asoietancr, 
suah as minimam shelter, temporary mnploym~t, productive pzojocts 
md 8gricultural inputs. In additioh t o  PVOs, cufzantly active 
under this project, it is anUeSpakrC1 that other OVOs ineluding 
those 8upporCive of e PMW, also will participate i n  t h i s  
imrPPediate ralfef procrro. 



%rtojoet 510-0281 rlraady hu an rgpmmd Environmentrl 
Aarull~~ant Ssl: thr r&%Vitirr u o n ~ ~ a t d  &a thir Aativit c 
a ~ ~ k ~ l  Urarmmt of  Oalrrt&a5daa Pzop~ad for War 51 
QWUD/EL 88J,tndor Smugeaoy mogrunr lihlth rr\b 3aM tor Dimplaaed 
IUOiliu ( ~ a a i a  Or- ~rregraa) (- project ~ o .  8~9-0281) and 

mLIaf P r m  (Pb480t Title ) (AED Pxo~@o~ NO. . 
$19-630) rn w 

* 

Xtr additioa, to the urtsnt that tho PVO mppozt retiviticrr 
prmA4e lPgal%h urb mduoati~n e m i ~ . ~  (awh u watar aupplisr and 
maniation gwilities) a h i b  t o  -re provided by th. P R O W  
Brtajaot 519-0367, they will be aovuaa undes tha LEnvirommtal 
A8s+omULt fo r  519-8320, Publsc Olemieros Ihpcwament Project 
agprOYed on lO/l6/90 as a~tipalatad in the IEE f o r  519-0367 dated 
2/16/90e 

Barnad on ths infamation above, we recommend a positive Thrashold 
Determination Itor the Activity, However, since the Activity 
aontexaplates on1 activit iso already apprc1.d under 519-0281 and dY 519-0320, no ad tional ~nvironmental Assessment will be perfomed 
a d  activity participants w i l l  be inrtrucated t o  follow the mama 
aitigative and grecautionary etepa recommendad in the Envirpnmental 
A8sessPlenb prapared for those projeota, 

* 



IEE OTepar.d by: 

Date mapared: J M ~  10, 1992 

Pwsuant to 88ction 216,2 (a) o f  A, I. D. rnvitonmuatal proce&ares, 
environmurtal annlysia/ovaluation Is required for naw project@. 
Analysis of the Concept Paper for the Rojaet indicated that t h i s  
activity ahould be covotd by the mame rugative d e t d a t i o n  which 
Otojret  619-0308 xe-hd ~n 4/23/91 (LAC-IEE-9%-36) 

Based on the infomation above, we recolpnrend a negative 
determination for the !Ehremhold Decision for  the Activity. 



2&0 Aativit is for $8 million, $4 million fgom now funds 
ud $4 aillion Lmdr nprogr&md frar rxiathg pwjrCt@. 
'Phe AetSvity im similar t o  Wae Roalth 8y8trm~ Support Pro eat il 819-0908 rrhora aim ir t o  #upport aad 8trength.n the ty of 
the r M u t r y  of Public Health to Uetiver b u i o  h u l a  suvicea.. 

me =?I o f  the Projeut 2. to 8ukpo&t El S81vador48 ktional 
Raaon8tzuc;rt on Plan  in doR~olidating Qb. peaae n otiakion % proMac, helping reaolvcr boaietal w e o t ,  urd oow q the sard8 
of fU-8 growth w i t h  &ty a d  64, 6e0l l  ddun00Za~. me 
Project i e  to po01~0k me ooonom f o raaot2vation of the 
eonfli&ive zonu helpin to  rrstore the i r  aaoum to  baric 

population. 
% 8 remdaea and assist g the amoextat&c paintegration of their 

'Phe aotfvit coneiets of srtgplies and equipment acquisition 
&nd rPanagamnt X n order t o  reopen health post8 and olinics that 
were closed beeawe of the co&liut. mUe mojeat 0308 which 
te-iveda altive Thmshold Deuirion beeaura it propooed khe 
urn of p u t  P" aides to eontolmalrria k u h g  mooguitou, th is  
Activity dm8 not contemplate any malaria cohtrol. This 
Activiw therefore should be covered by khe same negative 
determination whioh Project 589-0308' recaeived on 4/23/91 
(LAC-TEE-91-3 6 )  

Ia view of the above exadnation of me ~vitoxnaantal isoues 
of  this Activiw it im r~)wammcled that a negative 
dotermbation be made for thir Activity. 



-A 
Pzojwt tAlueima 

Project T1el.t 

Projeut Humbats 

Aativaty 'Pitla t 

Aativity Funding t 

tifo of Pzojrat: 

IEE Proparad by: 

Agriouttural Credit and Teahnioal 
Aseir*xnao 

Reoummendd 
Zhroahold Decision: Positive Dcrtennination 

Uemion 
Tbrsohold Doof aion: C o n e  w i t h  ~e~omaurdation 

Date Prepared: Jsrnuary 10, 1992 

81RIDfgL Salvador # 



Ih. Autiv& Lo for QU .iUioa, $10 rLllion &em nw Nnd. 
and Q aiklioa "I, fuWm rrgroqramd iron axtattng woj.ot.. 
Th. Aot1,viw ir  rhiluc to -0 Rut11 Fi8mncui.l mte Rrojaot 
6%9-0307 whore rb  $8 to  boroarr tW wmiIrbf liw md 
pmdWtItv(~ um oC &it in  tho rafora (I A ~ ~ l t w r i L  .(lotox. mr 
new &tivity wi13 crrrdit milab10 agb t h  BPA and 
arcDJSamTE0. 

& 
1Ch. of tho Orojaet i a  t o  ruppozt R1 8alvrdorcr National 

Raaonrtruetion Plan  in eonrslidating the ma. ar otiation 
p r o ~ 8 8 ,  helping ruolve aottilrtrl UIVMC, md row the aardr 

om! 

&o 
of futuro growth w i t h  oquity' and a 8tron dro~oorroy. Th8 
Projecrt butaa.. ir  te promot8 the oaon c roastiwtion o f  the 
o0~2l iot ive %oms he1 ing t o  rrotora their aao+.a t o  basic 
8orvfaar and amairt g r daooratio raintogratio& of thei2 
population. 

"i, tE 
The Activity ooneimtm of ea~an4.d &gri&uRura& crraBit and 

technical usiatanae programs for reoidrnto o f  t b  aonflictive 
roner. Unlik. ProjecJt 119-0307 which reueived a or ative 

P" L Tbrcrhold Deafmion because it did not pro lae the f ulcing of 
mticibos, thie Aetivity may finanoe agr cultural input6 

&aludinl[ pasticidea. If t h i s  Activity does iinmce the 
amisit on o f  proticidea, it w i l l  be undu the saw conditions 
8o roquked and approved under the Envfr:onmmntal Ueramment for 
the Agrioultu+rl S t a r t e r  paokagea sf Projact 819-0181 %?hi& 
reu8iv.d apptoval on / / . 

Pursu8at to Oution 216.2 (4) o f  A. I.D. u~viremuatal procedures, 
u 1 ~ U l t . 1  umly~ia/evaluation i u  ramire4 fox aaw Pojcota. 
lrnalyriis o f  the coitwpt paper for me #itienai mawary Pkoject 
Aerricnrltural Credit A c t f v % t ~ a  indicated that it arhauld be coverad 

th. 8- Snvironmmtal & s r m m t  vhich warn performd for 
P T o ~  Wt 519-0282. 

b u m 3  on the iafomatlun -8, we recommand a peritfve 
deter~&atbon for: the 'Phrrshold, Decrision for tha Activity and 
the further betssmhation that  the Envirolll~ental Asresment 
M o z n 8 d  for Project 519-0281 i r  8ufficie!a% to covgl: the 
action8 contemplated by the nmw Agricultural CrediP;: Activity. We 
reconmend that  no further environmental mtudy be undertaken for 
th is  Activity. I 



Those individuals in the. repatciate and di8placI.d person 
eomanitied who decide to 2- for a livkrg, will be givm 
agricultural starter packages csntaininq seed., EPA-app1:ov.d 
gertlliaers, p u t  control applications, atad bade f a g  t0018. 
AS Ul . r p ~ d . d  actkiw of Pr~jed 519-0282, th. Agrioultural 
starter padcage8 should coma undar th. reeent M p u f o r m ~ d  for 
putiddo w e  in basic grain produution by CICP in lnure 1991. 
There will be no naw w u  of peetieidas and all o f  ?he aafeguarde 
propo8.d by the EA will be ob6em.d. 

9 
B U ~  on inioraation above, va racomen~ a c n i t ~ a  m u h o l d  L DctamhaMon for the Ae*ivitye HOWCVB~:, a - the A&iv$ty 
conteaplates only activities already ap roved undu 5a9-0281, no P additional Enviromnntal ~eeesment: 'w 31 Pn pcrrZomeU r s  the ' 

partLcidr ueer are ~ovozed under the CICP Sli 02 -0 1991. 



Date Pregarsdr 

wicrultural cr.dlt for lturd 
P u r w  

~ i r b l l p ~ d l t a l  O f f  Zoer 

Concur w i t h  ~eoo-dation 

January 10, 1992 



Th4 Acrtivity ir  for  $U .5 milllson, $6 dllfon from aw funde 
an4 88.8 mrLllion in funde reprogramed from erciatbg projrcta. 
!Chm Activity l a  a w l a t  t o  the praseat sngr!.?g Lrna BMk Project 
hurded w i t h  local eurrwey moee a h  i r  t o  kzwida land to, or 
oredit for the purchase of land by, repatriatad'familles and 
ex-crorabatanta where porsible, lFhe hn t i tu t ions  wWeh w i l l  
reeoeivr direct  aoeiotmce rre a s  tMd BMk, Ins t i tu te  for  
A g r a r i a n  TrMsformation (18%A), %he Land Regiatzy O f f i e @  (RPRB) 
and the Mational Geographic I n e t i t u k  (IGN) . 

The Land Bank w i l l  be the inst i tut ion grlmrrily res nrible 
for financing land in the vicinity of the repatziated v P" Ilages. 
UnBer nonnal cirametances, the Land Bank acts only a8 a 
Chancing agent. That i s ,  when the buyer and seller have agreed 
upon the terms of a+ transfer and the transaction meeta tbe 
cr i ter ia ,  a tMd Bank then providec credit. Wadu the 
National Recovery Program, however, t he  Iand Bank w i l l  W e  a 
more ptroactivr role,  identifying properties and property owners 
and aeively negotiating with them on b-lf o f  +he 
beneficiaries. 

!the of the Project is t o  mupport E l  Salvador'r National 
.Reconotmction Plan i n  consolidating the peace negotiation 
process, helping r e ~ o l v c  societal unrest, and #owing the eeads 
of future growth w i t h  equity and a &Won Benocraay. The 
Project -0- is t o  promote the econo m!! c mactivation o f  the 
conflictive zonm by helping to reotote fhe5x aoceus t o  baric 
rvvioer and 8asLsting the democratic reintegration .of their 
population. . 

The Activiw consbta of expand@ agsioultwal m d i t  for 
land purchare through the Land Bank by reaidento of the 
conflictive zones. Ia order t o  asswe Wiat oxedit i m  not 
extended for the purchase of land which may be inappropriate for 
agriculture, me Land Bank ahoulcl initiate a systaa of land use 
eategorieu t o  evaluate the type8 of lm6 it is purchasing. Such 
a syskem already exists end has been a p p l i d  t o  certa5.n of the 
Agrarian Raform propecties. The use of such a system would 
assure that obviously inappropriate lands such as gullies and 
wetlands are not financed with this Activity. 



uwitonaatal s 

for 

barnad on t)h. information above, we reoozamend a w t i v e  
detaminatlon fot the Thxrehold beciaion for the A o t d v i t ~  an4 
that no further u~visenmental rtudy be undertaken for thzs 
Acrtivity . 



IEE Prepeed by: 

Mirrion 
Threrhold Decision: Concur w i t h  Rewmmmddation 

Data Prepared: JMuary 10, 1992 

Salvador 



The AetfLvity $8 for $100 million, $40 rillton from new fund6 
and $60 aillion In gwdr reprogramed from existing Projects. 
'Pbe &t&vity i o  an eupansion th. prcasmt engoing Ifunicipalitiea 
in Aation Project funded w i t h  local currenoy dhosa ads 14 t o  
addrers mi ate loeal , .nraLl=aoale, inirastructure oonakucttion 
needs at  the munioipal levrl, a8 idantifir8 by tl10 cornunities 
th-~lve~ 

W i t h  the he1 o f  CONClRA and the mayors, the Snitial needs o f  
the inhabitants ! n 63 of the 82 mudaipalities in the 
conflictive zonos hava akeady beem determrheb thtough open town 
rreetiogs. In tbora cases, at least one project par municipality 
has beer, prepazed for immediate contracting. Needs i,n tbe 
remaining area6 will be established as croon as accerrr am be 
gained. E%periance under the WEA program indicate8 that t2m 
nee& for basic infrastructurr ewrrrmed by local citizens are 
very similar throughout the country and fall into f ive ma or 

. -- categories o f  activities: acaess roads 368; elsctrificrrt 1 on 
168; schaols/edueation lbtj water and cewer 128; health and 
0~mmUnity oer~ter6 111. 

The of ttle Project is t o  -port El Balvador@s National 
Raeonstruatioa Plaa in ooasolidating the peace negotiation 
prwess, helping resolva eocirtal unrest, and sowing the seeds 
of future qrvt;h w i t h  equity and a strong democracy. The 
Project ma, is to promote the economic reactivation of the 
~0trLlictivr tones hekping to rest~re their aacess t o  basic 

population. 
% 8mtf.ces sad aaabt  g the denocratic reintegration o f  the* . . 

The National Recovery Project Maaicipaliticco in Action 
A c t i v i t y  consist8 of providing health and education aervice8, 
vater mupply, a M  road and btidge access between cantom, 
cantons and municipal centem, and wuricipal cslztero and tho 
national road network. 



'Eha ntu rupply r o t l v t t s u  e0ver.d wdrr  tha 
tnvirotrolurkrl Asournrat pertormad fw thr PSt0-0330 Putrlia 

Imptovu~ent RojchoC whiah vas approved on lO/i6/90. 
rural fold. vhiclh w u o  ooarrtmmbd undet 819-0320 &ad 

individual wr-manta on site to mawe that t h z a  ware no 
nqaeive affCOCI of th. cIon8truction autivity. The 
~on(lfmsution of  health urdl rbueation buildings w i l l  bo on a 
r o ~ a l l  sale, but alao La11 under tho rregative datednat ion 
granted M I8E pregarad fer the Rural plthary Eduaation 
m i o n  Ptojecrt; 819-0190. 

Pursuant t o  Seotion 216.2 (a) of A. I.D. urviremental proeedurcrs, 
env3zonmental analyaie/eva:Luation i s  r e e d  for new Pro sots. 
Analysicl of the Comept Pa1p.r for the National Recovsry P 1 an 
24uniofpaliti.s i n  Aation A{,"tivity indicated iht it chould 
recelve an Ini t iaa avizomcintal Examination because the pxoject 
oontairred elemants tbat had potential e~vironrmmtal bpacte. 
Although tha hpauts are 1.Jksly t o  be of a mitlbal. nature 
b.oausa of  the scale 04 thlr Activities; and some care covered by 
Envksmantal Assessments lwhiclh have bean p-or~aed ior sirnilax 
Projects supported by the IUssion, some nrgatfve environmental 
efteats may be caused by the road building and electrification 
Aetivit iq.  

Base4 on the informatien albove, we reconmend a positivm 
determination for tha Thruohold Decision f o r  th. Aetfvtty an8 
that an Envkonmantal Bsrrcr~rmant be parformod for tho Road . 
building and Electrificatit~n components of the Mwicipalitias in 
Acstion Activity. , 



Praj .at tooation a 

Projsot Zit2.r 

Projaat #Utnbrrr 

&qtiviCy Title: . 

Aativity Funding: 

Life of mojeatt 

IXE Prepared by: 

Mierion 
Threehold Dooirion: 

Data Prapared: 

El Salvador 

Peaoos and National Raooveyy 

619-0394 

Road Repair rtrd RsaonrtruoCfon 

$11 Million (LOP) 

5 yaars 

Peter Gora 
USAXDIE1 8aivadox 
Environmental Advi~or 

Conour w i t h  ~acomendation 

January 16, 1992 

Pureuant t o  Section 216.2(a) of A.1.b. anvironmental praaedurer, 
environmental analyeis/avaluation i e  required f o r  new Projecte. 
Analyeis of thr Conaept: Paper for the Pgojaet indicated that t h i s  
act ivi ty i n  not aovrred by tho Environmental Ar8eroment for Project 
0320 and rhould therefore have a new Environmantal Asearemant 
perf ormad. 

Bared on the itriamation abovo, wo rocomend a poritive 
determination for %ha Threrhold Decirion for the Aativity.  

Concurrenae: 

FEB - 3 1992 
Date 



Projaat toortiant 

Projaat Titlaa 

Proja~t Numbart 

Aotivity Titlea 

Aativity Funding: 

hif a o f  Projaot : 

XEE Preparad by: 

Mimmian 
Thramhold Decision9 

Paaoa and National. Rhaovsry 

$30 Million (LOP) 

8 yaarm 

Environmental Adviaor 

Poritivo Determination 

Conaur with Rocomendation 

January 10, 1992 

Purmuant to Seation 216.2(a) of A.I.D. onvizonmental prooedurar, 
environmantrl analyaic/avaluatian ie rrquirsd for new Projeote. 
Analyrir of tha Conoept Papar for the Projact indiaatad that thiu 
nativity ir not covered by tho Enviromental Amroeement f o r  Projeot 
0320 and should tharrfora have a naw Environmental Ameasement 
perf ormrd. 

Based on thr information abova, wa reoommend a positive 
determination for tha Threehold beoieion for the Activity. 

Concurrenae: 
/ 1 John Sanbrailo 

Mimrion Direotor 
UBAIDIE1 Balvador 

FEB - 3 1992 
Date 



Dooumantation Aotiviky, mupportad by 
E8F 9anarat.d frooal Cwranoy 

Tha Dooumentation of Civilian8 in the oonfliotiva zones 
Aotivity mupported by funds rcrpr arar~ed from axirting ramources 

exceed 8,250 million. 
T has a plannad life of 1.5 yoarm w th glannad obligations not to 

The of the Project is to support El Salvador's National 
Reconetruction Plan in consolidating the peaae negotiation 
process, helping resolve societal unrest, and sowing the seeds of 
future growth with equity and a strong democraay. The Project 

is to promote the economic reactivation of the 
conflictive zones by helping to restore their access to basic 
services and assisting the democratic reintegration of their 
population. 

The Activity consist6 of a documentation campaign to provide 
residents of the conflictive zones with national identity cards, 
cedulas, so that they can participate more fully in national 
life. 

Since the actions contemplated will not have an effect on 
the natural or physical environment, the Activity qualifies for 
categorical exclusion under Section 216,2(~)(2)(v), 
"Documentation and information'transfer..,.~~ of 22CFR. 



Landmina Bublia Awaranarr Aotivity, undar an 
Amendwant to Emargmoy Program: Haalth and Jobr 

for Dimpleaad Pormonr, 819-0281 

'Plhe Landmine Pu)sLia Awaronarr Aativity under an Amaadment to 
Emergcmnoy Program: Hecrlth and Jobr for Dimplaaad Parronr, 519-0281 ha8 
a plalrned life of 1 year with planned obligations not to exceed 8.500 
million. 

T2re aoal of the Project ie to support El Salvador's National 
Reconotruction Plan in consolidating the peace negotiation process, 
helping resolve societal unrest, and rowing the seeda of future growth 
with rrquity and a strong democracy. The Project i6 to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and aesieting the democratic 
reintagration of their population. 

The Activity consists of an educational campaign and as such 
qualifies for categorical exclusion under Section 216.2 (c) (2) (1) of 
22CFR, ttEducation, technical assistance and training...t1 In addition, 
the Activity will have a positive environmental impact in that serious 
threats to man and his works will be eliminated through the successful 
use of the information that this campaign will disseminate. 



Boaio-Damographia Studiar Aativity, rupportad 
by fundm raprogrammad from axirting ramouroar 

Tho Soaio-Demographio Studiem Aativity mupportad by funds 
raprogrammad from oxiating ra8ouroar ha8 a planned life of 1 year with 
planned obligation. not to exaead $.SO0 million. 

The g,& of  the Project ir to mupport El Salvador's National 
R8oonotruction Plan in aonuolidating the peace negotiation prooess, 
helping resolve sooietal unrert, and sowing the seeds of future growth 
with equity and a strong d8mocraay. The Project is to promote 
the economic reactivation of khe aonflictive zones by helping to 
restore their acceae to ba8ic mervices and assisting the democratic 
reintegration of their population. 

The Activity consists of a rooio-demographic study which will be 
carried out by interviews with residents of the conflictive zones to 
determine their current status and needs. 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(c)(2)(xiv), "Studies, projects or 
programs to.,." of 22CFR, 



loaial Raintagration Counraling Aotivity, rupportad 
by fundr raprogrupr.4 from oxirting rarouraar 

Tha Sooial Raintagration Counraling Aativity rupportad by fundr 
raprograrma~rd from axirting rarouroao, ham a planned lifa of 1 year with 
plannad obligation8 not to axoaed $.500 million. 

The of the Projaot ir to mupport El Salvador'm National 
Reconrtruction Plan in oonsolidating the paaoe negotiation procerm, 
helping rmmolve soaietal unrert, and rowing the meedr of future growth 
with equity and a rtrong demoaracy. The Projeot 5. to promote 
the economic reactivation of the aonflictive aonem by helping to 
restore their accaso to baeio rerviaer and aemisting tha damocratic 
reintegration of their population. 

The Activity consists of setting up counseling eervices in various 
locations in the country to provide educational, vocational, and job 
availability information to former members of the El Yalvador Armed 
Forces and the FMLN. 

Since tho actions contemplated will not have an effect on the 8. 
natural or physical anvironment, the Activity qualifies for categorical J:x 
exclusion under Section 216.2(~)(2)(1), "Education, technical 
assistar~ce, or training programs...," of 22CFR. 



Univaraity blohollrrahip Aotivity, supported 
by fundr froar tha 819-0304 Rrojrot 

Tha Aotivity to provide univaraity saholarohipa for ex ~fficer~r of 
tha ESAF and aommandantsa, #upportad by funda from the new 0394 
Projaat, ham r planned life of 5 yearm with plaanad obligations not to 
axorad $7.5 million. 

The & of tha Projeat LJ to support El Salvador's National 
Reaonatruation Plan in aonoolidating the peaoa negotiation process, 
helping reoolve societal unramt, and mowing the oeade 04 future growth 
with equity and a otrong damoarauy. !l%a Projeat im to promote 
the aoonomia raactivafion of tho confliotiva zones by helping to 
restore their aaoesa to baaic oarviceo and saeioting the democratic 
reintegration of their population. 

The Activity consiote of providirg'tuition, books, and a monthly 
stipend to offioers who have been delrltobilized from both sides so that 
they can obtain a univarsity education. 

Since tha actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(c)(2)(f), nEducation, technical 
assistance, or training programs...," of 22CFR. 



Mental Health and Related Services for Children Activity, 
supported by funds from planned Miorsion resources 

ant1 additional USG funds 

Mental Health and Related gemices for Children Activity 
supported by funds planned Mission resources and additional USG 
funds 
has a planned life of 5 years with planned obligations not to 
exceed $3.3 million. 

Tire noal of the Project is to support El Salvador's National 
Reconstruction Plan in con~olidating the peace negotiation 
process, helping resolve societal unrest, and sowing the seeds of 
future growth with equity and a strong democracy. The Project 
=pose is to promote the economic reactivation of the 
conflictive zones by helping to restore their access to basic 
services and assisting the democratic reintegration of their 
population. 

The Activity consists of staffing a number of clinics and 
schools to provide mental health counseling and related services 
to children affected by the war so that they can lead more normal 
lives. 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for 
categorical exclusion under Section 216.2(c)(2)(xiv), "Studies, 
projects or programs to..." of 22CFR. 



School Teacher Hiring Activity, supported 
by funds planned Mission resources 

and additional USG funds 

The Activity 'to hire additional teachers to staff schools in the 
conflictive zones, supported by funds from planned Mission resources 
and additional WSG funds, has a planned life of 3 years with planned 
obligations not to exceed $1.2 million. 

The of the Project is to support El Salvador's ~ational 
Recons+,ruction Plan in consolidating the peace'negotiation process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project -ose is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

The Activity consists of hiring additional school teachers to staff 
the schools that are being rehabilitated in the conflictive zones in 
order to make education available to the maxixum number of children 
possible.. 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(~)(2)(1), "Education, technical 
assistance, or training programs ...," of 22CFR. 



Vocational/technical Training Activity, supported 
by funds from planned Mission Resources 

and new USG funds 

The Activity to support vocational and technical training to 
residents in the conflictive zones, supported by funds from planned 
Mission resources and new USG funds, has a planned life of 5 years with 
planned obligations not to exceed $14 mil1ll.0~1. 

The of the Project is to support El Salvador's ~ational 
Reconstruction Plan in consolidating the peace negotiation process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project m o s e  is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basis services and assisting the democratic 
reintegration of their population. 

The Activity consists of giving residents skills so that they can 
become employed by providing vocational/technical Training as an 
expansion of the ongoing local currency funded project with CONARA and 
FEPADE. This vocational training project is similar to the 
Microenterprise Development Project 519-0315 which received catagorical 
exclusion from an IEE on 8/31/90. Funding will be from planned Mission 
resources and new USG funds. 

Since the actions contemplated will not have air effect.on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2 (c) (2) (i) , "Education, technical 
assistance, or training programs...," of 22CFR. 



Survey and Administrative support for &and Transfers, 
oupported by funds reprogrammed irom existing resources 

The Activity to support survey and administrative salaries/supplies 
for land transfers, supported by funds reprogrammed from existing 
resources, has a planned life of 5 years with planned obligations not 
to exceed $1.5 million. 

The croa.l, of the Project is to support El Salvador's National 
Reconstruction Plan in consolidating the peace negotiation process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project m o s e  is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. I; 

The Activity consists of provide legal status to landholders in the 
conflictive zones by supporting the Institute For Agrarian 
Transformation (ISTA) for surveying activities and logistical and 
administrative support, the Land Registry Office (RPRH) for salaries 
and administrative costs, and the National Geographic Institute (IGN) 
for personnel, mapping supplies, and office equipment. Funding will be 
from planned Mission resources. 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(c)2(v), "Document and Information 
transfers." of 22CFR. 



Feasibility Studies for Major Infrastructure Activities, 
supported by funding from existing project 

and planned Mission resources 

The Feasibility Studies for Major Infrastructure Activities, 
supported by funds from an existing Mission Project and new USG funds, 
has a planned life of 3 years with planned obligations not to exceed 
$10 million. 

The aoal of the Project is to support El Salvador's National 
Reconstruction Plan in consolidating the peace negotiation process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project p u m o ~ ~  is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

The Activity consists of carrying out a series of design 
feasibility studies for major infrastructure activities in the 
conflictive zones. 

Since the studies contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(~)(2)(xiv), "Studies, projects or 
programs to...n of 22CFR. 



Support for Investment Promotion, supported 
by new USG funding 

The Activity to support Investment Promotio in the conflictive 
zones, supported by new USG funds, has a planned life of 5 years with 
planned obligations not to exceed $1 million. 

The of the Project is to support El Salvador's National 
Reconstruction Plan in consolidating the peace negotiation process, 
helping resolve societal unrest, and sowing the seeds of future growth 
with equity and a strong democracy. The Project purDos9 is to promote 
the economic reactivation of the conflictive zones by helping to 
restore their access to basic services and assisting the democratic 
reintegration of their population. 

The Activity consists of the preparation of studies to identify 
opportunities for investment in the target areas; identificakion 
of/proposing solutions to impediments to such investment; and 
development of appropriate promotional materials. 

Since the actions contemplated will not have an effect on the 
natural or physical environment, the Activity qualifies for categorical 
exclusion under Section 216.2(c)(2)(v), "Documentation and information 
transfer...," of 22CFR. 



Thr &tAv&ty to  provhdo CaobaLoal ar84mturao f o r  the 
Dtnatotata O.narr.1 of R.oonrtruation (am) @upportad by 
Stand8 Cxm p&urnod X i r r i o n  rcrrouraar ham 8 g%urnod %if. 
a f  5 y r a r r  wAth plumad obligationm not t o  axoaod #7 
millton. 

'Pho o f  th. Projout i a  Oo rupgott  ID1 brlvadoxrr 
19ationri Rmoonmtmaet$on Plrrrr &r) oonrolidatlng tha paom 
rrmqoMatbon prcoaamr, b l p l n g  torolvcr raa&otr l  unraat, 
and awing t h m  road8 o i  future growth with aquliby and a 
atrong dmooraay. 'P)ra Projaat aurpallr i f  t a  prosaotm Oh* 
maonoda coaet4,vation a f t l u  aorrfllriativr con+# by 
hafpin ko m r t o n  their raaora t o  b a r l a  arwAaar axid f a r r i r t  ng flrn damarat&a #%ntmgraeion of thair 
populrtton. 

IPh. &t iv i ty  ooaehatr og aCrcrn@honing tha DOlt by 
ar t rbZdrMng r muragomont unit rcrrgonribla for 
ooardAnaUng w i t h  the rorpot&va ZAna rPLni8triea md 
ad-autonoraaur pub&ia ranrioo mtttirr, artabliaWag 
alee* pe&oritiar, quality 8ontrolr done% aaordlnrtioa, 
urd owraZ2 papat fllborr. 


