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PROJECT AUTHORIZATION AMENDMENT NO. I
 

Name of Country: El Salvador 

Name of Project: Peace and National Recovery 

Number of Project: 519-0394 

104, 	105, 106, and 531 of the
1. Pursuant to Sections 103, 

Foreign Issistance Act of 1961, as amended, and to Section 531 of
 

the FY 1991 Foreign Operations Appropriations Act, the Peace and
 

National Recovery Project in El Salvador was authorized on March
 

25, 1992. The Authorization is hereby aiaended as follows:
 

a. 	 The authorized life-of-project grant funding is
 

increased by $25,000,000, from $166,000,000 to
 

$191,000,000.
 

b. 	 The Project Authorization cited above remains in force
 

except as hereby amended.
 

Aaron S. Williams
 
Acting Assistant Administrator
 
Bureau for Latin America and the
 
Caribbean/
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The purpose of this Project Paper Amendment is threefold. First, this
 
amendment provides an update on progress in implementing the National
 

Reconstruction Program in support of the Salvadoran Peace Accords signed on
 

January 16, 1992. Second, it details the recent Project budget reprogramming
 
which directs support to ox-combatant reintegration, the war wounded, land
 

transfers, demobilization of the national police and other key elements of the
 

Peace Accords and the National Reconstruction Program. And third, this
 

Amendment identifies critical funding gaps which the GOES will present at the
 
April 1, 1993, Consultative Group Meeting and requests additional resources as
 
part of the USG's continued support for the Salvadoran peace process.
 

The $250 million USG assistance package to be disbursed over the 1992-97
 

period, which was reviewed and approved one year ago, has been adapted to meet
 
urgent needs in order to help keep the peace process on track. The
 
reprogramming of funds necessitated by these changing requirements created
 
gaps in the financing for other activities which are key to the National
 
Reconstruction Program. The slowness with which the donor community has
 
responded to El Salvador's postwar needs, and the limited areas to which they
 
are willing to direct their support, argue more strongly than ever for greater
 
USG assistance during this critical period of national reconciliation.
 

An increase of $50 million in the total funding level for the Peace and
 
National Recovery Project is necessary to accomplish the objectives agreed to
 
one year ago. This revised funding level can be reached in part ($25 million)
 
from USAID's on-going projects and ESF-generated local currencies. Remaining
 
requirements ($25 million) will have to be met with resources new to the
 
Project, but within the Mission's overall funding levels.
 

Status of the Peace Accords
 

In the year since the signing of the historic Chapultepec Peace Accords,
 
major progress has been made in.consolidating the reconciliation and recovery
 
process. At the December 15, 1992, Reconciliation Day Ceremony, the U.N.
 

Secretary General, together with the Government of E1 Salvador (GOES) and the
 
Farabundo Marti National Liberation Front (FMLN) declared El Salvador's
 
12-year civil war officially over. An important chapter in El Salvador's
 
history came to an end. The GOES and the FMLN are learning that, despite
 
their differences, they can live and work together.
 

Major accomplishments were achieved over the past year, both in terms of
 

meeting Peace Accord benchmarks and in implementing the National
 
Reconstruction Plan. While the initial demobilization schedule established at
 

Chapultepec suffered delays, tense deliberations under U.N. mediation and
 
critical donor (mostly USG) support were successful in bringing about the full
 
demobilization of the FMLN. The El Salvador Armed Forces (ESAF) have been
 
reduced from over 60,000 to approximately 30,000. A.I.D. assistance to
 
demobilizing ex-combatants was critical, perhaps indispensable, to the
 
successful conclusion of the war as symbolized by the December 1992 ceremony.
 
An unprecedented purging of the ESAF officer corps is being implemented and
 
military reforms have been adopted. The FMLN has been legalized as a
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democratic political party and its members have begun the process of
 
reintegration into the civilian life of the country. A new national police
 
force (PNC) and police academy are being established under civilian control.
 
An on-going U.N.-negotiated land transfer program gives first priority to FMLN
 
ex-combatants. Other assistance programs are underway including efforts to
 
document and register to vote ez-combatants and the civilian population in the
 
formerly conflictive areas of the country.
 

Major justice sector and electoral reforms have also been adopted by the
 
National Assembly. These include, among others, a new Electoral Code, the
 
creation of a more representative National Council of the Judiciary, and
 
reforms to strengthen the Judicial Career Service. A law was enacted
 
guaranteeing individuals the right to public defense and revisions of the
 
criminal and criminal procedures codes are in the latter stages of drafting.
 
A new Human Rights Ombudsman was named and initiated operations in mid-1992.
 
Civilians have been selected to replace military officers directing the
 
Special Investigations Unit (SIU) and a plan has been developed for the SIU's
 
complete civilianization.
 

Some progress was made in developing a basis for reforming the labor
 
code through labor-government-business collaboration in the Socio-Economic
 
Forum. A noteworthy breakthrough in these discussions was reached on February 
17, 1993 with the signing of a "Social Pact" by labor, the private sector and
 
the GOES. This Pact has been characterized by labor leaders as containing
 
obvious steps to improve internationally recognized worker rights. Judged by
 
any standard, the democratic reforms adopted by E1 Salvador over the past year
 
are clearly of historic dimensions.
 

As the 1994 electoral campaign heats up, however, sharp exchanges
 
between the right and the left over the unresolved differences of the peace
 
process and El Salvador's future can be expected. Issues related to
 
implementation of the Ad Hoc Commission's report, reactions to the release of
 
the Truth Commission's report, deployment of the new PNC and demobilization of
 
the existing national police, land transfers, agricultural credit, treatment
 
of the war wounded, demining and other concerns will continue to dominate the
 
reconciliation process.
 

Progress Under the National Reconstruction Plan
 

Essential to the successful consolidation of peace in El Salvador is the
 
five-year, $1.4 billion National Reconstruction Program (NRP) to rebuild the
 
country and reintegrate formerly conflictive areas into the growing national
 
economy. The NRP is assisting the transition of ex-combatants to a peacetime
 
economy by providing training, employment and other benefits; extending basic
 
education and health services to the formerly conflictive areas; transferring
 
land to ex-combatants and small farmers; and rehabilitating the country's
 
war-torn infrastructure.
 

The GOES initiated implementation of the NRP on February 1, 1992, the
 
first day of the formal cease-fire, with local currencies which USAID and the
 
GOES had agreed to preposition for this purpose. The GOES formally presented
 
the NRP to the donor community, with the FMLN in attendance, at a Consultative
 
Group Meeting in March 1992. The donor community's response to tho GOES
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presentation was very encouraging--over $800 imillion in assistance was
 

pledged, including $250 million from the U.S, based on Washington's approval
 
of USAID's Peace and National Recovery Project Paper in March 1992. An
 

agreement with the GOES for the Peace and National Recovery Project was signed
 
in early May 1992 and, as of the end of March 1993, total assistance proviled
 

by USAID through this and other projects in the Mission's portfolio exceeds
 
$60 million. Final commitments and disbursement of other donor resources have
 
been slower than expected. At a Consultative Group Meeting scheduled for
 

April 1, 1993, the GOES will seek accelerated donor support, especially
 

fast-disbursing assistance, targetted most urgently on the PNC, land
 

transfers, ex-combatant assistance, implementation of democratic reforms, and
 
poverty alleviation in the ex-conflictive zones.
 

USG support for the NRP has been instrumental in addressing pressing
 

needs, both planned and unplanned, during this critical first year since the
 

signing of the Peace Accords. The most urgent need has involved the
 

ex-combatants, of both sides, to ensure that the sensitive demobilization
 
process continued. To begin, USAID contributed $500,000 directly to the U.N.
 

to meet the immediate humanitarian needs of FMLN troops as they moved into
 
their 15 Accords-designated assembly areas. This requirement was not
 
anticipated in the Peace and National Recovery Project Document and, as the.
 

negotiations evolved, other significant unplanned needs were identified as
 

both the FMLN and the ESAF insisted on separate and special reintegration
 
assistance.
 

Ex-combatant assistance has thus far consisted of household furnishings
 

for 10,100 members of the FMLN, agricultural starter packages for over 7,500
 

FMLN ez-combatants, agricultural technical assistance and credit provided
 

through Catholic Relief Services and 12 NGOs linked to the FNLl, UNDP/USAID
sponsored vocational training, and pre-diagnosis and medical treatment for the
 

FMLN war wounded. The most sensitive and urgent issue for keeping the peace
 

process on track has been access to land. USAID is providing $44 million to
 
assist the GOES in transferring land in accordance with the recently approved
 

U.N. plan. A total of 22,500 ex-combatants will receive an average of five
 

manana (1 manima equals 1.7 acres) of land each under this plan. In
 

addition, under the plan, 25,000 tna2gma (squatters) are also to receive
 
land.
 

Support for other aspects of the national reconstruction plan has also
 

had significant impact in reactivating the formerly conflictive zones. Twelve
 
hundred small-scale social and economic infrastructure projects have been
 
initiated in the 115 NRP target municipalities under the USAID-financed
 

Municipalities in Action (MEA) prograri. MEA projects were selected as
 
priorities by the communities themselves through a system of open town
 

meetings. This achievement is especially significant given the impetus it has
 

provided for democratic decision-making, local government empowerment and
 

rapid employment generation. In addition to KA and various GOES agencies,
 
USAID's support for the NRP uses as many channels as possible to ensure the
 
effective flow of benefits to, and the participation of, the maximum number of
 

those most affected by the war. As of the end of 1992, the number of NGOs
 

receiving AID funding for activities in formerly conflictive areas totalled
 

42, of which 25 had not previously received AID funding and 13 were associated
 

with the FMLN.
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This Project Paper Amendment will also describe the progress which has
 
been made thus far in a number of other important areas, such as equipping and
 
supplying health posts, providing vaccinations, treating civilians traumatized
 
by the war, reopening schools, hiring teachers, providing agricultural and
 
microenterprise credit and technical assistance, providing vocational and
 
technical training, and rehabilitating roads and electric power lines. The
 
ability to mount such a comprehensive national reconstruction effort with the
 
participation of a wide variety of public and private institutions in a
 
relatively short period of time has been impressive. Overcoming the lingering
 
mistrust on both sides, however, will depend to a lurge degree on the GOES'
 
increasing capacity to deliver the services needed to reactivate the former
 
conflictive zones in a timely and efficient manner.
 

DIVISED uS c RXIRD
 

The Project Paper observed that "the fluid nature of the negotiation
 
process and an immediate postwar period of uncertainty argue for an openness
 
to bridging critical gaps along the road to a sustainable peace." The first
 
year of the national reconstruction implementation period has indeed called
 
for a great deal of openness and flexibility.
 

A number of adjustments have been necessary in order to "bridge critical
 
gaps," especially with respect to reintegrating ex-combatants of both sides
 
into civilian society. Support to the U.N. for immediate humanitarian needs
 
of demobilizing FMLN combatants was mentioned previously, as were agricultural
 
starter packages, household starter kits, and specific, tailored training
 
programs. Other unplanned ex-combatant needs which are being addressed
 
include: a special FMLN leadership transition initiative and support for
 
demobilizing the national police. In addition, we now know that budgets for
 
land transfers, agricultural credit, scholarships and the war wounded were
 
underestimated in the original Project Paper.
 

The Project budget reprogramming which addressed these adjustments
 
resulted in funding shortfalls for other activities, particularly agrinultural
 
credit and infrastructure rehabilitation requirements such as rural roads and 
rural electric transmission lines. These funding needs are unlikely to be met 
adequately by other donors or by the GOES' already strained national budget. 

As detailed in the Summary Budget Table below, an increase of $50 million
 
in Project funding is necessary to address the shortfall resulting from the
 
budget reprogramming and accomplish the objectives agreed to one year ago.
 
This increased funding level in part ($25 million) reflects a greater level of
 
support for national reconstruction from USAID's ongoing portfolio and ESF
generated local currencies. However, $25 million in resources additional to
 
the Project, but within the Mission's overall funding levels, will be
 
necessary to meet the funding requirements for expanding agricultural credit
 
and for rural roads, bridges and extending electricity to small rural
 
settlements.
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(millions) 

Additional
 
Requirement Total Project
 

Original Current Existing New Amendent 

.... liag_ Bud~getL Projets Resour.es BudgetCgm2nent 


4
1. Immediate 4 4 0 0 


Conflictive
 
Zone Relief
 

90
2. Ex-Combatant 8 80 0 10 


Assistance*
 

17 5 132
3. Social and 157 110 

Economic
 
Reactivation
 

8 0 24
4. Land Transfer 15 16 


Mechanisms*
 

0 10 37
5. Infrastructure 56 27 


0 0 13
6. Program Audit 10 13 

and Management
 

300
TOTAL 250 250 25 25 

z3= sun== =====us
 

* The Ex-Cobatant Assistance Component also includes 820 million in 

financing for land transfers. 

The Mission believes that the additional $50 million in Project funding
 

is justified for the following reasons:
 

- Tremendous progress has been made over the past year to consolidate
 

the peace and national reconciliation process. As the negotiations have
 

evolved, unforeseen requirements surfaced which required immediate attention
 

and which served to widen the financial gap for meeting priority
 

needs.
 

- Other donor support for national reconstruction has not lived up to
 

the expectations created by the pledges made at the March 1992 Consultative
 

Group Meeting. While USG leadership will be especially important at the April
 

1993 Consultative Group meeting, other donor financing is unlikely to
 

materialize quickly for agricultural credit and rural infrastructure
 

rehabilitation activities for which additional AID resources are being
 

requested.
 

- Now that the U.N.'s Land Transfer Plan has been accepted by both
 

sides and its implementation has begun, a major hurdle has been passed to
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consolidating the peace process. For the nearly 50,000 beneficiaries of this
 
Plan and for the small farm residents of the formerly conflictive areas,
 

credit to put their land into production is an urgent need. The Peace Accords
 
call for a 'timely and sufficient' response by the GOES in addressing the
 
agricultural credit requirement. The Government's 1992 credit program fell
 
far short of the need and the estimated unmet resource requirement for the
 
entire NRP period exceeds $180 million. USAID and GOES funds positioned for
 
the 1993 crop cycle leave a shortfall of $15 million for which additional
 
resources are being requested under this Amendment.
 

- The formerly conflictive zones will not easily 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 billion of direct damage to, or indirect neglect of, the
 
country's public service infrastructure. The inability to quickly address
 
these needs will not only reinforce the political fractionalisation of the
 
country and the deep distrust of the central government by residents of the
 
NRP areas, but it will also hinder social and economic reactilvation. The FUNM
 
has made a priority appeal for rural infrastructure rehabilitation, especially
 
rural roads and rural electrification. While other donors have committed
 
large sums for infrastructure, this assistance will be slow to arrive (e.g.,
 
1995 for the IDB roads project) and will primarily address major road, water
 
and power sector needs. The $10 million in additional resources requested
 
under this Amendment will fill a critical gap in the rural areas.
 

- USG support for the peace and reconciliation process has been
 
critical. The proposed funding request will help E1 Salvador build upon the
 
momentum generated to date for its national reconstruction program in the all
important period leading up to the March 1994 national elections. These
 
elections will be one of the most important events in the history of El
 
Salvador, being in effect a national referendum on the peace process as well
 
as on the economic and democratic reforms implemented in recent years. It
 
will also be the first election in which the FMLN participates as a democratic
 
political party. The success of this election and the democratic transition
 
of June 1994 will represent a major milestone in the consolidation of
 
Salvadoran democracy and will be one of the most important USG foreign policy
 
achievements in Central America.
 

- The GOES pressed ahead with its economic reform program in 1992
 

determined not to let it be undermired during the country's social, economic
 
and political transition from war to peace. While the economy continues to
 
respond impressively to the improved economic policies, democratic reforms and
 

the advent of peace, serious problems remain. The fiscal situation
 
deteriorated sharply in 1992, reflecting in part the higher than expected
 
expenditures to implement the Peace Accords. In real terms, merchandise
 
exports and per capita GDP remain well below levels of the late 1970.:.
 
USAID's proposed FY 1993 ESF program will support GOES efforts to continue
 
democratic reforms as well as to consolidate and deepen economic reforms
 
required to improve internal and external balance and reduce El Salvador's
 
reliance on external transfers. The local currency genezated by the FY 1993
 
ESF Program is indispensable to maintaining forward momentum on high priority
 
development programs and supporting vital budgetary expenditures needed for
 
implementing GOES economic and democratic reforms while complying with IMF
 
standby targets.
 

/I 
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1. The Need to Accelerate Assistance from the Donor Community 

While several donors have pledged large amounts to help El Salvador
 
finance its NRP, they have been exceedingly slow in committing and disbursing
 
these funds. There are major gaps in funding the PNC and its Academy, land
 
transfers, es-combatant assistance - especially agricultural crwdit,
 
implementation of democratic reforms and other high priority activities. As a
 
result, in 1993-94 the GOES may be forced to increase its own domestic
 
financing for these programs thereby increasing the fiscal deficit, fueling
 
inflation and possibly reversing the excellent economic performance experienced
 
to date.
 

To avoid these negative consequences, USG support is needed to urge
 
other donors to provide fast-disbursing program assistance in support of the
 
NRP at the upcoming April 2, 1993 Consultative Group meeting. For example, the
 
World Bank should be encouraged to design its Structural Adjustment Loan II 
(SAL II) program, now scheduled for approval in September 1993, as a vehicle
 
other donors can use to provide cofinancing. These funds could generate local
 
currency for the PVC and its Academy, the Land Bank, ex-combatant assistance,
 
agricultural credit, democratic institution strengthening, and other costs
 
arising from implementing the Peace Accords. The USG should use the upcoming
 
CG meeting to urge the IBRD, IDB, EEC, and the German and Japanese Governments
 
to increase their support for the Peace Accords and the IRP an6 to accelerate
 
start-up of assistance already committed. The April 1993 CG is likely to be
 
the last opportunity El Salvador has to attract major donor assistance for the
 
Peace Accords.
 

2. Uncertainty Surrounding U.S. Trade and Investment Policies
 

Changes in U.S. policy in late 1992 could adversely affect Salvadoran
 
economic growth and implementation of the Peace Accords. The passage of
 
Section 599 of the FT 1993 Foreign Assistance Appropriation Legislation has
 
virtually stopped our support to this country's foreign investment promotion
 
and the development of new Free Zones that were projected to create 100,000 new
 
jobs in the 1990s (see San Salvador 01612 for further details). A change in
 
USTR/USDA policy has required the GOES to cmmit itself to phase out its new
 
agricultural price band system with unknown consequences on Salvadoran efforts
 
to improve small farmer incomes and to reintegrate large nebers of 
ex-combatants who will receivG land and agricultural credit for basic grain 
production. X1 Salvador's potential loss of its GSP privileges, which would 
have devastating effects on this country's non-traditional exports and 
employment, may have been averted by the signing of the "Social Pact," although
 
a final USG decision on this issue will not be made until April 1, 1993 (see
 
San Salvador 01753 for further details). These issues highlight even more the
 
importance of USG assistance for the ERP in order to better help 31 Salvador
 
consolidate its peace process.
 

3. NGO Participation in National Recoustruction
 

The FMLN, comunity groups, a variety of Salvadoran NGOs and numerous
 
groups in the United States have registered strong concerns, particularly in
 
the early days 2f NRP, about NGO involvement in reconstruction.
 

1Y\\
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The Project incorporates NGOs as essential channels for assistance
 
to the formerly conflictive zones, although it was recognized that some
 
especially those which had not previously received USG funding--would have
 

difficulty being certified to receive our funding directly, given their lack
 
of acceptable funds management and accounting systems essential for prudent
 
management of taxpayer funds. However, the Project has found ways to
 
ameliorate such obstacles--directly though the Secretariat for National
 
Reconstruction (SRN), through municipalities, or through umbrella NGO
 
mechanisms as well as arrangemants to provide strengthening assistance to NGOs.
 
A recent GAO report comments positively on USAID and GOES efforts to ensure
 
greater participation of NGOs and particularly ones affiliated with the FMLN.
 

4. Addressing the Agricultural Credit Constraint
 

There has also been criticism of GOES and USAID efforts with the
 
Agricultural Development Bank (BFA) which was too slow in making credit
 
available in the formerly conflictive zones for the 1992 crop cycle. One
 
eeport supports the findings of the Special Agrarian Commission of the
 
National Commission for the Consolidation of Peace (COPAZ) that "credit
 
services in the conflictive zones are being blocked by the current (1992)
 
credit requirements and procedures (of the BFA) which are inconsistent both
 
with the real situation of land tenancy and with the stipulations of the Peace
 
Accords." While the critics sometimes fail to mention that USAID credit funds 
were made available through the Credit Union Federation (FEDECCREDITO) and NGO
 
channels as well as 
the BFA, we agree with the thrust of the criticism and are
 
working closely with the GOES to seek major improvements for the coming
 
growing season.
 

Nevertheless, it is important to note that the National
 
Reconstruction Secretariat (SRN) and the BFA have prepared new guidelines that
 
will be put into effect this year for agricultural production loans for
 
ez-combatants and tuaegzu (squatters) in NiRP areas. These guidelines
 
eliminate two previous special conditions. Beneficiaries will no longer have
 
to prove that they have worked the land for at least two years before
 
qualifying for a BFA loan. 
Also, the BFA has decided to eliminate loan
 
ceilings for credit to cooperatives and has increased the ceiling for
 
individual loans. USAID is encouraging active public education programs to
 
enhance the extension of credit to the broadest possible number of
 
beneficiaries in 1993. As a result of these improvements and efforts to make
 
credit available through a variety of other mechanisms, it is expected that
 
the number of loans extended during the 1993 crop cycle will greatly exceed
 
that for the 1992 crop cycle.
 

5. Credit Terms for NRP Beneficiaries
 

As the 1993 crop cycle approaches, the FMLN has begun to apply
 
pressure on the Government to relax the terms on which agricultural credit will
 
be provided, citing the combined debt burden that ex-combatant beneficiaries
 
will face from other credits received or expected for land transfers and
 
housing purposes under the NiP. Making reference to recent special treatment
 
by the Government of certain sectors, such as debt rescheduling for some
 
producers and subsidies to coffee growers, the FMLN argues that the rationale
 
for making exceptions for ex-combatants and others affected by the war is more
 
urgent and pressing. Proposals have been presented which would reduce
 
interest rates on agricultural production and housing loans from 15.5% and
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18%, respectively, to 6%, with a one-year grace period in the case of housing
 

credit. This 6% interest rate parallels the rate negotiated in the Peace
 

Accords for land transfer financing. No such exceptional rates were
 

negotiated for credit programs.
 

To accede to these demands would run counter to impressive measures
 

taken in recent years to strengthen the country's financial system, namely bank
 

privatization, market-determined interest rates, and the gradual elimination
 
Subsidized credit for NRP beneficiaries would
of directed lines of credit. 


also serve to undermine BFA efforts to remedy its portfolio ills, including
 

the fact that half of its loans are non-performing, and would severely
 

restrict NGOs' efforts to achieve sustainability over the longer term.
 

The Mission has taken and intends to maintain a firm stance in favor
 

of market-determined interest rates. The outcome of the GOES' ongoing
 

negotiations on the FMLH's demands and the sensitive character of this juncture
 

in the peace process, however, may require that we consider other options.
 

Establishment of a separate NRP trust fund within the BFA, for example, may be
 

necessary so as to avoid imposing a greater burden on the BFA's already 

troubled portfolio. The FMLN together with ONUSAL may eventually force the 

GOES to provide agricultural credit to s-combatants and others on a highly 

subsidized basis, even though the Peace Accords do not require such action. 

The option of even providing resources on a grant rather than loan basis
 

perhaps should also be reexamined, although past discussions with
 

AID/Washington and GOES authorities on this topic have met with stiff
 

opposition.
 

II. BACKG3D
 

A. Status of the Peace Accords
 

The signing of Peace Accords between the Farabundo Marti National 

Liberation Front (FMLN) and the Government of E1 Salvador (GOES) on January 16, 

1992, in Chapultepec, Mexico opened a new chapter in Salvadoran history. The 

Peace Accords call for far-reaching changes including military, electoral and
 

judicial reforms, the creation of a new civilian police force, the transfer of
 

large amounts of agricultural lands to FMLN ez-combatants, a national
 

reconstruction program, and the legalization of the FMLN as a political
 

party. The Accords required amendments to the Constitution, carried out in
 

1991 and early 1992, as well as significant international financing, which is
 

still being sought from a range of international donors. The success of the
 

cease-fire, separation of forces, and final demobilization of the FMLN
 

military structure is of historic importance to El Salvador, Central America
 

A December 15, 1992 ceremony celebrated the final
and the United States. 

demobilization of insurgents who had waged a 12-year war against the
 

government and completion of major ESAF restructuring and other democratic
 

reforms. It was attended by international leaders including the Secretary
 

General of the United Nations and the Vice President of the United States.
 

Consolidation of the peace process remains the overriding national
 

issue. Despite delays and tensions surrounding the final phase of the cease

fire, the prognosis for full reintegration of the FMLN into civilian life
 

/
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remains good. On December 14, 1992, the Supreme Electoral Tribunal approved
 
the official inscription of the FMLN political party, clearing the way for its
 
participation in presidential, legislative, and municipal elections in 1994.
 

President Cristiani, pursuant to the Peace Accords, has disbanded
 
special military units and has begun to remove and reassign armed forces
 
personnel accused of human rights and other abuses (per the findings of the Ad
 
Hoc Comuission's report). President Cristiani is consulting closely with both
 
the FMLN and the U.N. in implementing the Ad Hoc Commission's report
 
recommendations.
 

Recent progress on other democratic and judicial reforms has been 
promising. The following measures, inter al", have been implemented: the 
role of the Supreme Electoral Tribunal has been strengthened and a new 
electoral code enacted; civilians have been selected to replace military
 
officers as the Ezecutive Director and Deputy Director of the Special
 
Investigations Unit (SIU) and a plan developed for its complete
 
civilianixation; a law was enacted in mid-1992 guaranteeing individuals the
 
right to public defense; complete revisions of the criminal and criminal
 
procedures codes are in the latter stages of drafting; two laws reforming the
 
National Council for the Judiciary (NCJ) and judicial career law have been
 
enacted; and a Human Rights Ombudsman was named in May 1992 and formally
 
initiated operations in July. All these measures show marked improvement of
 
democratic institutions, processes and procedures.
 

The law creating the NCJ is potentially the most important judicial
 
reform measure brought about by the Peace Accords. The NCJ law is a
 
significant step forward, effectively broadening participation in the judicial
 
appointment process. The NCJ will screen and nominate slates of candidates
 
for supreme and lower court judges, and evaluate the performance of judges.
 
In addition, the NCJ will be responsible for operating a judicial
 
professionalization school which will train judges and prosecutors. The NCJ
 
will also formulate recommendations for improving the judicial branch's
 
operations.
 

The success of the national reconstruction process is tied closely
 
to the health of the nation's economy. Even before the end of the civil war,
 
the structural adjustment program of the Cristiani administration began to show
 
results. In 1991, El Salvador enjoyed the highest rate of economic growth
 
(3.5 percent) since the war began. The economy continued to show remarkable
 
signs of recovery in 1992, despite a drought, electricity rationing, and an
 
unprecedented drop in coffee prices.
 

Key policy reform gains included further trade liberalization,
 
elimination of interest rate controls, the introduction of a value-added tax,
 
a major increase in electricity tariffs, strengthening of the financial system
 
including completing the privatiuation of three commercial banks, and
 
improving public sector accountability by upgrading integrated financial
 
management and auditing. Significant progress was also made in continuing to
 
diversify El Salvador's sources of international assistance by maintaining IMF
 
support, completing a World Bank SAL I Program and initiating work on SAL II,
 
signing an IDB Investment Sector Loan and other large IDB loans, completing a
 
USG debt reduction agreement, and obtaining commitments of new assistance from
 
the EEC, Japan, Germany and other donors.
 



The economy continues to respond impressively to the improved
 

economic policies, democratic reforms and the advent of peace. Real output
 
grew 4.6 percent in 1992, the highest growth achieved in 14 years. Major
 
gains were registered in employment and investment. Kgricultural policy
 
reforms, including a price band system, produced the largest basic grain
 
harvest on record while increasing small farmer incomes. Beginning in August
 
1992, inflation surged, the result of the introduction of the value-added tax,
 
of adjustments in utility and public transportation rates, and looser monetary
 
policy. However, preliminary data suggest that the benefits of the economic
 
adjustment and recovery are reaching the poor. For example, the percent of
 
urban households living in poverty declined in 1992 and there was a
 
significant expansion in primary education and health services. Additionally,
 
total employment increased by more than 100,000 during the past two years.
 
The GOES also initiated an imnressive social safety network. This includes
 
the Social Investment Fund (FIS), the National Reconstruction Program, the
 
Municipalities in Action Program and other activities to cushion the effects
 
oi the poor of the economic adjustment process.
 

While improved growth and lower inflation from market-based
 
structural adjustment dramatically improved El Salvador's overall economic
 
outlook, serious problems remain. The costs of implementing the Peace Accords,
 
the remaining subsidy on electricity prices, and lower than expected tax
 
receipts have widened the fiscal deficit. The peace process imposed
 
dramatically higher costs and international funding for the peace effort has
 
not kept pace with pledges of international support. The Peace Accords
 
brought a large land distribution program and the creation of an entirely new
 
civilian national police force, and costly justice sector, human rights, and
 
electoral reforms, as well as training and other programs for ex-combatants
 
and residents of the formerly conflictive sones. The slow response of
 
international donors has imposed a heavy burden on the Salvadoran goverment
 
in meeting the requirements of a historic peace agreement.
 

The Accords also call for a tripartite Socio-Economic Forum with
 
equal representation from labor, government, and the private sector. The
 
government committed itself to seeking consensus in this forum on a new labor
 
code and measures to mitigate the effects of the government economic plan on
 
the poor. The Forum got off to a slow start in April 1992 when the umbrella
 
private sector organization (ANEP) boycotted the Forum to protest the
 
continuation of illegal land seizures and the goverment's failure to protect
 
property rights. ANEP eventually joined the Forum in September after the
 
government threatened to begin negotiations of the labor code without the
 
presence of the private sector if the boycott continued. All three sectors in
 
the Forum agreed to a three-part agenda: discussion of emergency compensation
 
measures for workers and the poor; debate of a series of agrarian issues and
 
ratification of international labor organization (ILO) conventions; and
 
discussion of the new labor code.
 

Although tension and mutual recriminations continued to charpcterize
 
labor-management relations in late 1992 and early 1993, a major breakthrough
 
was achieved with the signing of a "Social Pact" on February 17, 1993 by
 
labor, the private sector and the GOES. The Social Pact sets a deadline of
 
April 30 for completion of tripartite review of specific International Labor
 
Organization (ILO) conventions considered high priority by labor. The Pact
 
also sets a deadline of September 30, 1993 for completion of a new labor code
 

to be reached by consensus among labor, business, and GOES representatives.
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The Pact calls for strict respect for the right of association as provided for
 

in the Constitution. The GOES committed itself to facilitate union
 

registration and review juintly with labor all cases where registration has
 
been denied. These and other provisions of the Pact are to be verified by a
 

special commission which will include equal representation from labor,
 
business and the GOES.
 

The successful conclusion--without incident--of the Salvadoran
 

ceasefire is a testament to the will and perseverance of all involved. The
 

FMLN and the GOES are learning that, despite their differences, they can live
 

and work together. As the 1994 electoral campaign nears, however, sharp
 

exchanges between the right and left over the unresolved differences of the
 

peace process and El Salvador's future can be expected. Issues related to the
 

implementation of the Ad Hoc Commission's report, reactions to the yet-to-be
 

released Truth Commission's report, deployment of the new PNC and
 

demobilization of the existing national police, land transfers, treatment of
 

the war wounded, NGO participation in national reconstruction, demining and
 

other concerns will continue to dominate the reconciliation process.
 

B. Status of GOES Reconstruction Prorarm
 

The Goverment's National Reconstruction Program (NRP) is a five-year
 

(1992-97) effort designed to support the integration of the population most
 
affected by the conflict into the economic life of the country. The NRP is
 

re-establishing basic services and reconstructing infrastructure in the areas
 

most affected by the conflict, which are located in 115 municipalities in the
 

northern, central and eastern parts of the country. The NRP's target
 

population of nearly 1.8 million includes: (a) 41,500 ez-combatants and war
 

wounded (30,000 from the El Salvador Armed Forces - ESAF, and 11,500 from the
 
FMLN); (b) 60,000 displaced persons forced to abandon their place of residence
 

and work; (c) 26,000 repatriated persons that left the country and returned
 

under the U.N. High Commission on Refugees' (UNECR's) sponsorship; and (d)
 

over 1.6 million residents of the 115 target municipalities.
 

The NRP has evolved in several respects from the description included,
 

in the original Project Document. The Program consists of three components:
 

investment projects; strengthening democratic institutions; and technical
 

assistance to help design and implement the first two components. The
 

implementation of the investment projects component is divided into two phases:
 

a contingency phase which began immediately after the formal cease fire
 

commenced on February 1, 1992 and was essentially completed by the end of 1992;
 

and a medium-term phase which will eztend through 1996 with specific projects
 

beginning as soon as financing is made available.
 

Total funding requirements for the NRP were originally estimated to
 

be $1.4 billion. The GOES has revised the NRP's total financing needs,
 

incorporating its efforts to strengthen democratic institutions and various
 

agreements reached with the FMLN during the past year -- some of which were
 

Vased on proposals from the U.N. Secretary General (e.g. the land transfer
 

plan). Also, some of the needs originally identified have been or are being
 

met with local resources while other needs have been scaled down somewhat.
 

Overall needs are now estimated to be $1.8 billion, or $400 million more than
 

the level presented at the March 1992 Consultative Group meeting. Taking into
 

account approximately $400 million in GOES commitments and approximately $600
 

million in donor commitments to date, including grants and loans currently
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under negotiation, the GOES will present a request for over $800 million in
 
additional donor resources at the April 1993 Consultative Group meeting.
 

The implementation of the KRP is being coordinated by the National
 
Reconstruction Secretariat (SRN), which was created by Executive Decree on
 
January 30, 1992 as a cabinet level organization. The SRN incorporated the
 
National Commission for the Restoration of Areas (CCIARA) which has
 
administered the Municipalities in Action (KEA) program. The Government has
 
emphasized the use of existing instruments and institutions to implement the
 
NRP and avoid duplication and waste of resources.
 

The GOES considers the NRP to be highly complementary to its overall
 
proverty alleviation program. A key premise of the NRP is that national
 
reconstruction and reconciliation is a shared responsibility of the Goverment
 
and all sectors of society. The original Projoct Paper detailed the extensive
 
efforts of the GOES to ensure adequate consultation in the design of the NRP.
 
This process of consultation has been continued and amplified during
 
implementation of the program. The degree to which this sense of shared
 
responsibility has taken hold is manifested in the wide array of institutions
 
which are involved in the implementation of the NRP through one of the three
 
"windows" that the SRI makes available (see chart on following page).
 

Communities and affected groups have been consulted through "extended
 
open town meetings" (cabildos abiertos ampliados) on the major problems they
 
face and their priority needs. Over 1,000 projects identified through the
 
cabildos abiertos ampliados were implemented during the first year of the
 
program. NGO participation has surpassed the most optimistic expectations with
 
over 40 NGOs currently implementing NRP projects (see chart on following
 
page). The private sector is also participating actively in the program,
 
particularly in the areas of training and microenterprise. The FMLN, in
 
particular, has been consulted and many of its suggestions and recommendations
 
have been, and continue to be, included in the program. Several NGOs close to 
the FMLN are implementing important components of the nRP. 

Many government institutions are also contributing to the NiP. 
Principal among their contributions to date are: (a) land transfers through 
the Land Bank; (b) rehabilitation and reconstruction of distribution lines and 
sub-stations through the National Electric Power Company (CEL); (c) 
agricultural credit through the Banco de Fomento Agropecuario (BFA); (8) the 
financing of urgent poverty-oriented projects through the Social Investment 
Fund (FIS); (e) reestablishment of telephone service by the Telecommunications
 
Authority (ANTEL); (f) the construction of water and sewerage systems by the
 
Water and Sewage Authority (ANDA); (g) the reopening of health posts and
 
vaccination campaigns by the Ministry of Health (MOH); (h) certification of
 
students and reopening and supplying schools by the Ministry of Education
 
(MOE); and (i) repair of rural roads by the Ministry of Public Works (MOP).
 

In explaining the NRP to the donor community, the GOES underscores
 
the fact that its support for the peace and national reconciliation process is
 
being implemented within a framework that is fully consistent with the GOES'
 
Economic and Social Program. The GOES makes it clear that the NRP complements
 
and expands the Cristiani administration's core investment and poverty
 
alleviation programs. In fact, the GOES intends to focus its presentation to
 
the April Consultative Group meeting on the progress it has achieved in
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implementing both its poverty alleviation strategy and the NRP. In addition,
 
the GOES will present the most urgent financial requirements for conside:ation
 
by the donor community.
 

C. Summary of USG Assistance to DQte
 

The USG supports the Salvadoran peace process through a comprehensive
 
package of assistance to reintegrate warring factions into the social and
 
economic life of the country and to revitalize areas whose populations had been
 

most affected by the war - physically, economically and socially. The total
 
assistance package of $250 million includes $180 million in new resources; $35
 
million from existing and planned projects; and the equivalent of $35 million
 
in ESF-generated local currencies. The $180 million in new funding consists
 
of $166 million for the Peace and National Recovery Project (519-0394), an
 
additional $8 million for the Health Systems Support (APSISA) Project
 
(519-0308); and a $6 million increase for the Strengthening Achievement in
 
Basic Education (SABE) Project (519-0357). As of March 31, 1993, total
 
expenditures and commitments under this assistance package exceeded $60
 
million. The $250 million AID contribution to the NRP is to be disbursed over
 
a five-year period (1992-97).
 

USAID had jointly agreed earlier with the GOES to preposition about
 
114 million colones (approw. $14 million) generated by our ESF and PL-480
 
programs to be available fi r cr.,tical needs when a ceasefire was achieved. In
 

fact, local currency support to rnconstruction was available on the first day
 
of the ceasefire, February! 1, 1992. The new Peace and National Recovery
 

Project agreement wa, sirned with the GOES in early May 1992. U.S. aid for
 
national reconstruction which began with the ceasefire provided an immediate
 

and broad response to the postwar situation, particularly in the 115
 
municipalities constituting formerly conflictive areas, including: immediate
 
conflictive zone relief, ex-combatant assistance, economic and social recovery,
 
land transfers, and infrastructure rehabilitation. A description of the major
 
accomplishments to date, organized by component, is provided below.
 

1. Immediate Assistance
 

This component (shortened from "Immediate Conflictive Zone
 
Relief") is essentially complete. It was intended to address the most
 
immediate, especially humanitarian, needs following the signature of the Peace
 
Accords. Documentation, food distribution, health services delivery, PVO
 

support, a land mine awareness campaign, a socio-demographic profile, and
 
administrative expenses for the National Reconstruction Secretariat (SRN) were
 
the principal activities contemplated under this component. Reacting to the
 
quickly changing postwar environment, this component had to be adapted in
 
various ways. Certain activities, such as the mine awareness program, were
 
financed by other sources (UNICEF). Based on a project-funded food needs
 
study and a review of actual demand, the food distribution activity was scaled
 
back significantly. PVO support was largely funded under the Socio-Economic
 
Reactivation Component, described below.
 

Resources under this Component were used, however, to support
 

two important, but unanticipated, U.N.-led initiatives. USAID contributed
 
$500,000 to the U.N. as part of a multi-donor effort to meet the immediate
 

needs of FMLN troops as they moved into their 15 Accords-designated assembly
 

areas. This contribution was used for medicines and medical supplies, potable
 

V 
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water and sanitation facilities, shelter materials and equipment to store food
 
and tools. Another contribution of $1 million was given to the U.N. for
 
support of the Truth Commission, made up of three internationally renowned
 
authorities, to review and recommend actions on major human rights violations
 
during the years of conflict. The Commission's report is due to be submitted
 
in mid-March 1993.
 

A Socio-Demographic Study, undertaken by a local NGO, FUNDASALVA,
 
provided valuable information not only on the socio-economic status of
 
repatriates, displaced, and residents of the ex-conflictive areas, but also
 
examined each group's perceptions of their status, of the peace process, of
 
national reconstruction, and of the major entities having a leadership role.
 
With respect to documentation, assistance is being provided to the Salvadoran
 
Municipal Development Institute (ISDDE) and the U.N. High Commission on
 
Refugees (UNHCR) for assistance to mayors in the formerly conflictive zones.
 
This assistance, in conjunction with technical assistance from the UNHCR, is
 
helping to reconstitute municipal registers so that citizens may obtain their
 
birth certificates, identification documents (Uadula),and voter registration
 
cards.
 

2. Ex-Combatant Assistance
 

An early requirement identified to support ex-combatant 
reintegration was household starter kits and furnishings. Over 11,000 members 
of the FMLN would be settling into regular residences, many for the first time. 
So far, 10,100, including roughly 1,200 war-wounded, have received these 
household kits, which consist of basic furniture (beds, table, chairs), 
kitchenware and linens. To date, 7,500 FMW ex-combatants who plan to pursue 
agriculture as a livelihood have also been provided with agricultural starter 
packages (which include basic tools and seed kits). A total of at least 11,000 
FMLN and 11,200 ESAF ez-combatants will receive agriculture starter packages. 
The combined budget for these household furnishings and agriculture starter 
packages is $8.5 million. 

Catholic Relief Services has provided agricultural technical
 
assistance and credit to indigenous NGOs, including 12 FMLN support groups.
 
The Foundation of Entrepreneurs for Educational Development (FEPADE), a local
 
NGO dedicated to vocational-technical and business management training, has
 
trained over 1,700 ESAF and FMLN ez-combatants, while four other NGO's have
 
trained an additional 1,000 ex-combatants. Creative Associates (CRZA), a US
 
firm working as a non-profit organization, and the U.N. have developed
 
socio-economic reintegration counselling programs, but so far CREA has not
 
been able to begin the program with the FMLN. To date, CREA has counseled
 
6,155 ESAF ex-combatants. Project funds have contributed to UNDP-sponsored
 
vocational agriculture training for 6,000 members of the rMLN. The Ministry
 
of Health (MOH) has also recently begun a pre-diagnosis and medical treatment
 
program for 3,000 disabled FMN ez-combatants.
 

USAID has also supported specialized training opportunities for
 
the FMLN leadership in business and economics. To date, FEPADE has conducted
 
four one-day seminars for 84 FMLN senior officials in market economics and
 
related subjects. In addition, USAID sponsored the attendance of 4 top FMLN
 
leaders at an INCAE (the Central American Business Administration Institute)
 
regional seminar on Public Administration and Leadership Skills in a
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These FMLN leaders returned to El Salvador with the conviction
Democracy. 

that a broader range of FMLN leaders could profit from this type of training.
 

This led to the design and USAID funding of ten INCAE seminars
 

which will be conducted for the top leadership of the FALN on the topics of
 

macroeconomics, the functioning of market economies, local and municipal
 

government, public administration, and project evaluation. These seminars, to
 

be conducted during the first half of 1993, will be split between El Salvador
 

and INCAE's main campus in Costa Rica. The sminars in Costa Rica on Local
 

and Municipal Government and Public Administration will include
 
The number
representatives from other Salvadoran political parties as well. 


of participants will vary from 15 to 40 depending upon the subject matter and
 

location of the course.
 

Access to land was perhaps the most sensitive issue which had to
 

be resolved in order to successfully complete the Peace Accord terms for FMLN
 

demobilization. The U.N. Land Transfer Plan which provides for land to a total
 

of 22,500 ex-combatants (7,500 FMLN and 15,000 ISAF) was key to resolving this
 

issue. Phase I of this Plan requires the GOES to provide 131,000 acres of
 

land to 15,400 beneficiaries by the end of January 1993, at an estimated cost
 

of between $42-50 million. Ez-combatants (6,000 FML and 7,900 ISAF) are the
 

highest priority beneficiaries under the first phase. Only a third of Phase I
 

targets was met by the end of January, however, due to unrealistic expectations
 

and the inability of the FMLN to provide the information required on individual
 

beneficiaries. USAID has programmed $24 million for land transfers through the
 

Land Bank, the Ministry of Agriculture's Agrarian Reform Coordination Office
 

(OCTA) and the Government's Agrarian Transformation Institute (ISTA). Another
 

$20 million will be provided for additional Land Bank transfers to
 

ez-combatants from the FY 1993 Demobilization and Transition Fund (DTF).
 

USAID has been the principal donor providing support for land
 

transfers to both civilians and ex-combatants through the Land Bank thus far.
 

Up to now, the Land Bank has financed the sale of 11,200 acres of land
 

throughout El Salvador to 2,300 beneficiaries. Of this mount, 4,600 acres
 

were transferred in the former conflictive sones to 1,000 beneficiaries mainly
 

in FMLN controlled areas.
 

To date, approximately 20,000 acres c f government-owned land has
 

been provided to 2,600 beneficiaries (roughly half to ex-combatants and half
 

to squatters) through ISTA, the government's Agrarian Transformation
 

Institute. USAID is helping ISTA with local currency support for its
 

administrative costs.
 

The U.N. Plan provides a total of roughly 404,000 acres of land
 

to 25,00 squatters (tanadgxm), in addition to the 22,500 ex-combatants. The
 

preliminary cost estimates reach $142.5 million. However, these estimates are
 

based on an average per-mnlasa price of $600. We believe that this U.N.
 

figure will prove to be low and the total financing requirement will likely
 

reach $170 million. The second phase of the plan, from February through April
 

1993, provides for about 34,000 acres to 3,000 ex-combatants (1,500 FMLN and
 

1,500 ESAF) at a cost of $9-10 million. The last phase, from May 1993 on,
 

will provide 239,000 acres of land to 5,600 ESAF ex-combatants and 25,000
 

For the total land transfer program,
squatters, and require $92-110 million. 

there currently exists an estimated funding gap of about $90 million.
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As in other countries, land distribution takes time; land must
 

be identified, titles checked, and so on. USAID is working closely with the
 
GOES, FMLN, U.N., Land Bank, ISTA and others to help accelerate the process to
 
the extent feasible. The U.N. Peacekeeping Force (OKUSAL) participates in
 
each property negotiation, and is a signatory to .transaction documents for
 
FMLN beneficiaries. The FMLN now also participates in each negotiation and
 
transaction. Furthermore, USAID has in place a concurrent audit of Land Bank
 

operations, which, inter Aia, should ensure transparency and fair market
 
pricing. -

USAID is also encouraging other donors to contribute to this
 

vital program for consolidating the Salvadoran peace process. To date, the
 
EEC has agreed to provide $12 million for land transfers to ex-combatants in
 

one department through the Land Bank but these funds have only now started to
 
disburse. However, there has been great donor reluctance to provide
 
additional financing for land transfers.
 

3. Socio-Economic Reactivation
 

This component provides a comprehensive approach to the
 
reactivation of the formerly conflictive areas. The key elements of this
 

approach are: (a) community infrastructure/short-term employment via the
 
Municipalities in Action (MEA) program; (b) health and education services; and
 
(c) productive enterprise development.
 

a. Municipalities in Action
 

The SRN developed activities for municipalities targetted by
 
the Project in advance of the actual signature of the Peace Accords. In this
 
way, MEA initiated activities on February 1, 1992, the first day of the
 

official cease-fire, with ESF-generated local currencies pre-positioned for
 
this purpose. In the first year of reconstruction activity, KEA has financed
 
and assisted 1,200 projects, costing $14 million, benefitting all 115
 

municipalities in the NRP area and providing approximately 7,300 person-months
 

of employment. MEA's small-scale infrastructure projects include schools,
 

health posts, market places, daycare centers, electrification, roads and more.
 

A major obstacle confronted by MEA and other NRP activities
 

was a situation in which mayors in 40 municipalities were not allowed to
 

return to their offices by the FMLN and perform their functions, despite terms
 
of the Peace Accords which specifically stipulated this and acknowledged
 
mayors as the legitimate civilian authority. Negotiations to reestablish
 

these mayors have been prolonged, at times handled successfully on a
 
case-by-case basis, at other times requiring the intervention of the U.N.
 
There remain 3 mayors who are not yet functioning within their municipality.
 

b. Health and Education Services
 

The original Project Paper budgeted $8 million to be
 

obligated through the APSISA Project to reopen 22 health posts and units that
 

had been closed due to the conflict. However, in many cases, PVOs had filled
 

this void by opening their own clinics. In most cases, these private health
 

facilities will remain open, thus reducing the need to reopen MOH facilities.
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However, many of the private centers were in need of more regular and adequate
 
supply of pharmaceuticals, medical supplies and even equipment. At the same
 
time, the MOH recognized that at its existing primary health care facilities
 
throughout the ex-conflictive zones demand was rising for services, due to the
 

-:ef The funds allocated
moblity and accessibility after the cease-fire. 


to this activity will cover costs of 16 privately run primary health clinics
 

and 115 MOH health posts and units in the ex-conflictive zones, to include
 

provision of pharmaceuticals, medical supplies and equipment, and repair
 
and/or installation of adequate water and sanitation facilities at the MOB
 
posts and units.
 

The MOB also quickly incorporated the ex-conflictive zones
 
into its already scheduled vaccination campaign. During April-May 1992, the
 
MOH completed the first vaccination campaign for residents in the
 
ex-conflictive zones. The 1993 vaccination campaign, which also includes NRP
 

zones, began on February 28.
 

Three sub-components in the original Project Document
 

(Rehabilitation of Physically and Sensorially Handicapped, Provision of
 

Prosthetics and Orthotics, and Provision of Mental Health Services for
 

Children) have been combined under a new heading: Treatment of the Civilian
 
War Traumatized. In this activity, a variety of interventions have either
 
been expanded or begun. The Teleton Pro-Rehabilitation Foundation (FUNkER),
 

after lengthy discussions with FMLN groups, is opening six satellite centers
 
in ex-conflictive areas and has provided prosthetics for 152 FMLN-sponsored
 
amputees. The Salvadoran Rehabilitation Institute (ISRI) has received a grant
 
to expand its regional center for treatment of the handicapped. Another PVO,
 
Operation Blessing, is working with deaf children.
 

Funding added ($6 million) to the AID-fiLanced Strengthening
 

Achievement in Basic Education (SABE) Project has enabled the Ministry of
 

Education (MOE) to purchase textbooks and classroom materials, school
 

equipment and furniture necessary for 60 MOE schools to reopen in the
 
ex-conflictive zones. The MOE has contracted 280 more teachers for reopened
 
schools in the ex-conflictive zones, including "people's teachers" (maestros
 
poularej). The MOE has also certified approximately 2,900 primary level
 
students (both children and adults) previously enrolled in "people's schools"
 
(escuela RRularen), and 1,400 secondary level otudents, permitting them to
 
enter official classes at the beginning of the 1993 school year. School
 
materials have also been distributed to the 81 "people's schools." This is
 

just one example of how a GOES Ministry is attempting to reach out to the FMLN
 
and link with institutions that were established during the war.
 

Approximately $9.3 million in USAID assistance is supporting
 

a variety of PVO activities, including integrated assistance to help
 

repatriated families re-establish themselves, community health and education
 
services, potable water, child care centers, sewing machines for
 
income-generation, nutrition and education for children and mothers, and
 

others.
 

It should be noted that US PVOs and national NGOs have been
 

actively providing both health and education services and productive
 

enterprise development assistance. As outlined earlier, NGOs have multiple
 

routes available to them for accessing AID funds--directly through the SRN,
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from municipalities or through umbrella PVO mechanisms. All three windows are
 
functioning. An umbrella arrangement between Catholic Relief Services (CRS)
 
and the Secretariat has enabled CRS to channel funds (approximately $1.8
 

million by the end of 1992) to a total of 23 Salvadoran NGOs, of which 20 had
 
not previously received USG funding and 12 are associated with the FMLN.
 

In addition, a USAID grantee, Medical Service Corporation
 
International (MSCI), is also serving as an umbrella organization making
 
grants to a wide variety of NGOs for maternal child health activities and thus
 

far has provided an estimated $2.5 million of a planned total of $7.2 million
 

in subgrants to 20 Salvadoran PVO's, of which 14 had not previously received
 

AID funding; of the 14, eight are supportive of the FMLN. Also, the
 

Secretariat has signed an AID-funded grant with PACT (a U.S. PVO) to provide
 

institutional strengthening services to Salvadoran NGOs, in particular those
 
which lack the essential management controls and accounting systems to be
 

certified for AID funding. Furthermore, AID has strongly and consistently
 

encouraged the GOES to maximize the participation of NGOs, especially those
 

most active in formerly conflictive areas. The GOES has been responsive,
 
deferring for one year the requirement that participating NGOs obtain
 
ursoneria Juridic (legal status). As of the end of 1992, these multiple
 
lines of action had borne substantial results. The number of NGOs receiving
 

AID funding for activities in formerly conflictivo areas totalled 42, of which
 

25 had not previously received AID funding and 13 were linked to the FMLN.
 

c. Productive Enterprise Develoment
 

NGOs have also played a major role in the provision of small
 

and microenterprise credit, technical assistance, and training. Beneficiaries
 
include refugees and the displaced. The FINCA village bank model, directed
 

primarily at women, has been used to finance 82 village banks to date in the
 

formerly conflictive zones. A combined total of 550 village banks are to be
 
established in the NRP areas. Using its reflows under the Small and
 
Micro-Enterprise (PROP4I) Project (519-0304), the Salvadoran Foundation for
 
Economic and Social Development (FUSADES) has granted 76 loans totaling
 

approximately $100,000 to mall/micro-businesses in ezconflictive areas. This
 
activity helps the target population to enhance their skills and improve their
 
livelihood by providing them with start-up or investment credit, usually
 

linked to technical assistance, to start or expand their small or
 
micro-enterprises. Other NGOs and GOES entities, such as CONCORDE and the
 

National Secretariat for the Family, are also involved in administering these
 

programs. A total of $6.8 million is budgeted for this activity.
 

To date, FEPADE has undertaken 109 vocational and technical
 

training courses which have included 327 civilians from the areas most affected
 
by the conflict along with ex-combatants. Training activities include
 
agricultural as well as such technical training as mechanics, carpentry,
 
masonry, machinery operation, sewing, data processing, and in many cases will
 
be accompanied with short courses on basic small business management. Project
 
funding for this sub-component amounts to $5.4 million. Newly added to this
 
sub-component is the CAPS/CLASP peace scholarship programs, worth roughly $4.6
 
million, to provide short and long-term training in the U.S. for a variety of
 
local leaders, including mayors, and others from the ex-conflictive zones.
 
This brings the total for the sub-component to $10 million.
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PVOs such as Catholic Relief Services are providing
 
technical assistance both to ex-combatants and to other target groups for
 
agriculture, as well as production credit, either in cash or in kind. In
 
addition, the GOES, through the Banco Nacional de Fomento Agricola (BFA) and
 
the Federation of Rural Savings and Loan Cooperatives (FEDECCREDITO), made $5
 
million of agricultural credit available for the former conflictive zones for
 
the 1992 crop year. The BFA disbursed a total of $2.4 million in credits to
 
2,100 beneficiaries.
 

USAID was not satisfied with the implementation pace of
 
these NRP credit programs during last year's agricultural cycle (May-August),
 
and is taking measures to assure that this year's program will be more
 
responsive to user needs by making more credit available to more beneficiaries
 
in a more timely manner. (It should also be pointed out that the Peace
 
Accords were signed in mid-January 1992, leaving little time for credit
 
institutions to design programs, develop lending policies and procedures and
 
initiate activities.)
 

Beginning in December 1992, USAID has held a series of
 
planning sessions with the Boards of Directors, Administrators and credit
 
agents from CRS, BFA, and FEDECCREDITO. The purpose of these meetings is to
 
discuss the difficulties encountered during last year's program, and to make
 
adjustments for this year. Each institution's action plan and projected loan
 
portfolio for this cycle have been reviewed so as to improve the agricultural
 
credit program this year. Many of the constraints encountered last year, and
 
identified during these meetings, have been addressed. For example, the SRN
 
and the BFA have prepared new guidelines that will eliminate the two "special
 
conditions" for loan eligibility that were most often cited as constraints.
 
Beneficiaries will no longer be required to prove that they have worked the
 
land for at least two years to qualify for a loan. Instead, all that will be
 
required is an CHUSAL certificate varifyiug their status as an ex-combatant, a
 
gxdula for loan documentation purposes, and verification from the Land Bank or
 
the GOES that they are, or soon will be, beneficiaries of a land transfer.
 
Also, the BFA streamlined the loan application process for all ex-combatants
 
and eliminated loan ceilings for credit to cooperatives. It has also
 
increased the ceiling for individual loans from 10,000 to 15,000 colonas. In
 
addition, the possibility of developing additional credit channels during the
 
upcoming crop season to maximise credit availability is being explored.
 

Two U.S. PVOs (CLUSA and TECHROSERVE) are now providing 
technical and marketing assistance in parallel with available credit for 
non-traditional agricultural exports to small farmers, including some FMLN 
ex-combatants. Through a series of meetings, presentations and field trips,
 
USAID has also introduced FMLN ex-combatants and their leaders to the types of
 
assistance available to them for producing non-traditional agricultural
 
exports.
 

4. Land Transfer Mechanisms
 

The discussion of progress to date on land transfers was
 
included under the Ex-combatant Assistance Component above which includes $20
 
million in DTF funding. The Land Transfer Mechanisms component refers to
 
civilian beneficiaries, primarily squatters, included in the U.N. land
 
transfer plan, and includes an additional $24 million in project funds.
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5. Infrastructure
 

To date, resources from the Public Services Improvement Project 
(519-0320) have supported the Ministry of Public Works (MOP) to rehabilitate 
11 Kms. of roads in ex-conflictive zones and work is underway on a further 21 
Kms. Also, a road inventory in the ex-conflictive sones has been completed,
 
forming the basis for a plan to rehabilitate an additional 296 Kms. in 1993.
 

The National Electric Power Company (CEL) is rehabilitating 59
 
Kms. of sub-transmission and distribution lines with labor from the MEA
 
Reconstruction program and materials from USAID-financed CEL inventories. CEL
 
also developed a plan to rehabilitate an additional 396 Kms. of
 
sub-transmission and distribution lines and the reconstruction of seven
 
substations. In the municipality of Villa Victoria (significant for the role
 
the cant6n of Santa Marta played in the waning months of the conflict), the
 
MEA program has rehabilitated 21 Kms. of electrical distribution lines working
 
through the National Rural Electrification Cooperative Association (NRECA).
 
CEL has installed approximately 500 hook-ups. Also under MEA, an additional
 
109 Kms. of distribution lines in 57 communities have been identified for
 
rehabilitation by the municipalities, using materials funded by the Public
 
Services Improvement Project.
 

D. Staius of Other Donor Assistance
 

On March 23, 1992, the World Bank sponsored a Consultative Group
 
meeting for El Salvador in Washington, D.C. The GOES' National Reconstruction
 
Plan, seeking approximately $1.4 billion of donor resources, was well received.
 
A total of $800 million was pledged during the meeting, &lthough final
 
commitments and disbursement of these funds have been slower than expected.
 
Actual donor conitments, including those still under negotiation, total
 
almost $600 million to date.
 

The U.N. has played a pivotal role in peacekeeping and negotiating
 
the peace and disarmament. As an outgrowth of these responsibilities, it has
 
sought and administered funds to support the FMIN in its concentration sones,
 
the Truth Commission, ex-combatant training, and other services. However, the
 
speed with which the U.N. can respond depends on how quickly it can interest
 
donors in participating and how quickly those donors allocate funds.
 
Unfortunately, the U.N. has been unable to mobilize significant resource
 
levels, and, for several high priority activities, e.g., household furnishings
 
and humanitarian assistance to demobilizing FMIX, the USG has been called upon
 
to provide the supplementary funding required.
 

The IDB, through already agreed and new projects, will direct
 
approximately $145 million for nationwide primary road reconstruction, the
 
power sector and water and sanitation projects. While the roads project has
 
been modified to permit construction of tertiary roads in NRP areas, it is not
 
expected to initiate activities until early 1995. The power sector project
 
does not include rural power distribution lines which reach to the smaller
 
communities where the majority of the target population is found. Indeed, the
 
IDB has recently advised AID that it cannot finance small-scale rural
 
electrification projects.
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The World Bank has not provided El Salvador with any new resources
 

since the signing of the Peace Accords. The GOES is presently negotiating a
 
second Structural Adjustment Loan (SAL) Program with the World Bank which is
 
expected to go to the Board in September 1993. The amount of the loan, which
 
wil- not be set until the terms of the SAL II are agreed upon, is expected to
 

be $50 million or more, depending on IBRD efforts to attract co-financing for
 
urgently needed high levels of fast disbursing assistance. While these funds
 
are not directly linked to reconstruction efforts, their fast-disbursing
 

nature and the generation of local currency will enable the GOES to target
 
more support for Peace Accords related and NRP activities. In addition, the
 
Bank is also discussing the use of reflows from their earthquake reconstruction
 
project to provide housing credit in the formerly conflictives areas.
 

Bilaterally, Canada, Denmark, Spain, France, Japan, Switzerland,
 
Sweden and Norway, in addition to the U.S., have signed agreements with the
 
GOES or other institutions (mostly U.N.). Many of the European countries plan
 
on funnelling resources through the EEC. So far, the EEC has pledged $63
 
million initially and committed the same. Their interest is to a large extent
 
on supporting private voluntary agency activities, for instance, $29 million to
 
Usulutan communities through groups associated with or acceptable to the FMLN.
 
Im fact, the EEC project constitutes the only other significant assistance to
 

ex-combatants to date. Similarly, Spain has been the only donor to date to
 
provide funds for the civilianization of the National Police and the National
 

Police Academy ($2 million). The Japanese have formally agreed to co-finance
 

the IDB's power sector and water and sanitation loans for a total of $83
 
million. In addition, another $13 million ($5 million of which was given
 

immediately after the 1992 CG) will be provided this year. The Germans are
 

putting together a project to provide short and long term training and
 

university scholarships to ex-combatants. They also plan to provide $13.8
 
million for housing. However, this German assistance may not be ready to
 
disburse until mid-1994.
 

A series of donors' meetings in early 1993 will provide fora to urge
 

other donors to move forward with their own plans or consider more rapid
 

methods such as co-financing on the SAL II. Particular pressure must be
 

brought to bear on donors who have pledged but have been slow to commit, while
 
providing alternatives to those who have been unable to develop specific
 

plans. These meetings, beginning in February with the San Jose Nine meeting
 
and shortly followed by the Partnership for Democracy and Development (PDD)
 
meeting in Tokyo and the Central American Regional Consultative Group meeting
 

in March, serve as an important lead-in to the April 1, 1993, Consultative
 

Group (CG) meeting for El Salvador to be held in Paris.
 

The El Salvador CG will be focused on the National Reconstruction
 

Program and the priority funding gaps which plague the peace and
 
reconciliation process. The priority funding gaps to be emphasized at the CG
 
meeting are as follows:
 

A. Strengthening of Democratic Institutions
 

The Peace Accords establish the basis and specific timetable (in
 
some cases) for far-reaching democratic and electoral reforms, through the
 
restructuring of some existing institutions and the creation of new
 
institutions. With the exception of USG support, donor funding for these
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programs (totalling approximately $3.5 million) has met only a fraction of the
 
needs. The GOES has been able to reallocate its budget to meet some of the
 
additional costs associated with these new and restructured institutions, but
 
lates', projections still show a funding gap in this component of over $250
 
million. Nearly $200 million of this amount is for the creation of the new
 
National Civilian Police, including funds for the construction and equipping of
 
the Police Academy ($67 million) and equipping and deployment of the new police
 

force ($132 million). Other funding requirements include the Human Rights
 

ombudsman, equipment and other operational support for the Supreme Electoral
 

Tribunal, and support for the GOES' justice system strengthening program.
 

B. Social Sector and Human Capital Needs
 

The financing gap for this component amounts to over $200
 

million, composed primarily of housing needs for ex-combatants and civilians
 

in the formerly conflictive zones (approximately $100 million); basic community
 

infrastructure through programs such as the Social Investment Fund (FIS) and
 

MEA; rehabilitation and strengthening of health and education services;
 

rehabilitation of the physically disabled; vocational training and adult
 

education; documentation services; and support for repatriate and displaced
 

families.
 

C. Infrastructure
 

The financing gap for this component also amounts to 

approximately $200 million. This component includes reconstruction and 

rehabilitation of major public infrastructure damaged during the conflict. It 

covers energy, telecommunications, transport (including rural roads and 

bridges), and water and sanitation projects. There appears to be a major gap 

in donor funding especially for farm-to-market roads and rural electrification 

which are of particular interest to the FMLN. 

D. Productive Sector
 

The financing gap for this component amounts to approximately 

$180 million, comprised primarily of the financing of land transfers ($10 

million) and agricultural and small and microenterprise credit ($70 million). 

Other priority requirements include technical assistance and extension 

services; rehabilitation and development of small irrigation works, 

community-based aquaculture, and agroforestry sytems. 

E. The Environment
 

This component requires approximately $15 million for activities
 

to protect and manage natural resources in the NRP areas, including: natural
 

resource management and protection; establishment of community-based
 

nurseries; a pilot reforestation program; soil conservation; flood control;
 

and environmental education and environmental impact analyses.
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III. REVISED PROJECT DESCRIPTION
 

A. Rationale and Strategy
 

Now that the end of El Salvador's civil war has been officially
 
declared and the demobilization of ex-combatants is nearly complete,
 

international attention may move on to other pressing problems. It would be a
 

mistake for the world to turn its back on this tiny country. Without outside
 

help, rival factions may fail to advance the country's halting progress toward
 

full democracy and needed reform of the social and political structure which
 

helped plunge El Salvador into war in the first place may never
 

materialize. This unfortunate consequence would reverse one of the U.S.' most
 

significant foreign policy achievements in the hemisphere as well as one of
 

the few clear successes of U.N. peacemakers in recent years.
 

The rationale for USG support to Salvadoran peace and national
 

recovery remains essentially unchanged. It is in the USG's interest to support
 

a national reconstruction plan that will consolidate the peace process, and
 

avoid sowing seeds of future discontent. The economic and democratic gains
 

achieved over the past decade, while impressive, remain fragile. With the
 

formal end of the armed cease-fire, El Salvador now more than ever 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.
 

The guiding principles for the USG assistance package, as expressed
 

in the original Project Document, are an immediate response capability,
 

simplicity and flexibility. We wanted 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. We successfully drew
 

upon our comparative advantage - the fact that we already had a program in
 

place and possessed considerable experience with Salvadoran institutions - to
 

flexibly respond to a variety of unforeseen needs. If left umet, these
 

needs, especially those involving land tronsfers and ex-combatants, could have
 

seriously jeopardized, even halted, the peace process. The Project will need
 

to retain a good deal of flexibility for the future as well.
 

The USG assistance package makes every effort to contribute to a
 

genuine reconciliation of the Salvadoran people by maximizing participation and
 

outreach. Participation is being encouraged by broadening access to Project
 

resources for a wide variety of private, community-based as well as government
 

channels. NRP assistance flows to beneficiaries through essentially three
 
windows, under the overall administration of the Secretariat for National
 

Reconstruction (SRN). These three windows are first, a wide range of private
 

non-governmental organizations. Second, the 115 municipalities in the formerly
 

conflictive zones. And third, the ministries and semi-autonomous agencies of
 

the GOES.
 

NGOs have multiple routes available to them for accessing USAID
 

funds: directly through the SRN, through municipalities, or through umbrella
 

PVO mechanisms. All three channels are functioning. The recent GAO report on
 

NGO participation in national reconstruction corroborated the fact that NGOs
 

were encouraged not only to propose projects for funding but, given their
 

administrative and financial management weaknesses, also were being given
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technical assistance to strengthen their institutions. In a further step to
 
encourage NGO participation, the SRN is waiving the normal government
 
requirement that they be legally registered for up to a full year.
 

Working with the municipalities through the MEA program has been
 
central to the NRP's efforts to reactivate the formerly conflictive zones
 
because of MEA's national coverage, excellent track record, and its grassroots,
 
participatory nature. Indeed, USAID is working with the GOES to encourage any
 
local mechanisms which increase communication by the GOES, mayors and town
 
councils with as broad a range of citizens and groups as possible, while
 
reserving the decision-making powers and related authorities to the popularly
 
elected officials. Differing models, including various advisory committees,
 
are emerging depending on circumstances in individual communities.
 

The third window for assistance, government entities, is responsible
 
for a wide range of activities, some of which are beyond the scope of NGOs or
 
individual municipalities and others simply because multiple assistance
 
vehicles are necessary to deliver needed services in a timely way.
 

While these three windows have each worked quickly and effectively
 
during the NRP start-up phase, we have been less successful in encouraging
 
additional, accelerated funding support from other donors. This has not been
 
due to a lack of effort. On the contrary, we used our leadership position to
 
directly encourage other donors and to support GOES efforts to organize and
 
make presentations to two major World Bank-led Consultative Group meetings.
 
We collaborated with U.N. technicians in assisting the GOES to prepare for the
 
second CG. As discussed earlier, USAID has repeatedly supported U.N. and UNDP
 
appeals for support, whether it be for FlLN training and humanitarian support
 
or for the Truth Commission. Clearly more needs to be done, however, and we
 
must again make every effort to encourage other donors to support the NRP,
 
whether through specific projects or, preferably, through fast-disbursing
 
assistance. Co-financing of the IBRD's second Structural Adjustment Loan or
 
the IDB's Investment Sector Loan (ISL) are excellent examples of how other
 
donors could accelerate their assistance. The upcoming CG planned for April
 
1993 is an extremely important opportunity for the GOES and USG to promote
 
funding for key gaps in the reconstruction program.
 

B. Revised Project Description
 

The g2J, of the project remains to support El Salvador's National
 
Reconstruction Plan in consolidating the peace process, furthering national
 
reconciliation, and sowing the seeds for future growth with equity and a
 
stable democracy. The purpose statement has been revised slightly from the
 
original Project Paper. The yurgM is to support implementation of the
 
Salvadoran Peace Accords and the National Reconstruction Program by assisting
 
the reintegration of ex-combatants, the economic and social reactivation of
 
the formerly conflictive zones, and the democratic reintegration of their
 
population.
 

In view of the revised needs created by the disarmament negotiations,
 
better information, and the low level of support from other donors to date, the
 
Project description has been revised in several ways. A number of adjustments
 
became necessary in order to bridge critical gaps, especially with respect to
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reintegrating ex-combatants of both sides into civilian society. Funding for
 

certain activities was not anticipated in the original Project Paper: The
 

Truth Commission, humanitarian support to the FMLN through U.N. auspices,
 

household furnishings, and support for demobilizing the national police.
 

Funding for other activities such as land transfers, agricultural credit
 

scholarships and treatment of the war wounded, was greatly underestimated in
 

the original budget.
 

Our efforts to bridge critical gaps over the past year necessitated
 

a Project budget reprogranming which resulted in funding shortfalls for other
 

important activities. Funding shortfalls primarily affected rural
 

infrastructure rehabilitation - tertiary roads (farm-to market roads), bridges
 

and electricity. The infrastructure component had to be reduced by over fifty
 

percent (from $56 to $27 million). Because other donor financing for
 

infrastructure will likely be limited to primary and secondary road networks
 

and new electrical transmission systems, the need for rehabilitation of rural
 

roads, bridges and electrical systems will largely go unmet. Because of this,
 

USAID is requesting $10 million in new resources coupled with a restructuring
 

of funding priorities within this component to help meet critical funding
 

requirements.
 

In addition, pressing requirements have been identified for greater
 

levels of agricultural credit. Agricultural credit support from other donors
 

is unlikely to be provided quickly, especially in terms of meeting the 1993 and
 

94 crop cycle needs. Accordingly, an additional $15 million is requested
 

herein tn provide for ex-combatants, tenedore and other small farmers in the
 

ex-conflictive zones. As experience to date has shown, continued flexibility
 
will be necessary to respond to other priority needs as the peace process 

unfolds. Examples of such unplanned needs which will possibly merit USG 

support include demining and civic education. While a UNICEF and ONUSAL led 

effort has resulted in a mine awareness campaign and minefield marking, the 

slow international response to demining thus far has led the GOES to request 
that UNICEF launch a fundraising campaign now for mine removal. A number of 

NGOs from across the political spectrum are eager to help prepare Salvadorans 
to participate more fully in democratic processes. Many have requested 

assistance in designing and carrying out democracy and civic education 

programs in the formerly conflictive zones.
 

This section focuses primarily on the revisions to the Ex-Combatant
 

Assistance Component and the rationale for the supplementary budgetary request
 

for rural infrastructure rehabilitation and agricultural credit.
 

1. Ex-Combatant Assistance
 

At the time the Project Document was developed and authorized,
 

there were many unknowns related to the demobilization of the FMLN and
 

reductions in the Salvadoran Armed Forces (ESAF). The original Project
 

Document correctly observed that while "the universe of potential
 

en-combatants is not difficult to define ... it is difficult ... to predict
 

precisely the extent to which either group will want or need assistance and
 

the level of demand for each specific type of assistance." The Project
 
Document called for a good deal of flexibility "so as to best respond to
 

reintegration needs as the demand for each specific option is determined."
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The original intent of the Project was to treat ez-combatants as
 
much as possible like the rest of the target population, with the hope of
 
accelerating their reintegration into Salvadoran society. However, as the
 
negotiations evolved, the requirements of the FMLN, and to some extent the
 
ESAF, were articulated and went well beyond assistance originally envisaged.
 

The recent Project reprogramming exercise addresses this reality by expanding
 
this component to include land transfers, agriculture and micro-enterprise
 
credit and technical assistance, and other benefits which will be directed
 
specifically to ez-combatants.
 

The aim of this component remains that of integrating
 
ex-combatants as smoothly and as quickly as possible into civilian society.
 
In most cases this involves providing them a means of livelihood, through
 
tools, training, credit, and land for those wanting to farm. For some, the
 
reintegration process will be more difficult and access to medical treatment,
 
counseling, or specialized therapy will be necessary. USG support to
 
ez-combatants will total $85 million, a ten-fold increase from the original
 
Project budget. However, ex-combatants are also eligible to receive, as
 
individuals, benefits under other components of the Project, estimated roughly
 
to be $9-10 million.
 

The increase in ea-combatant assistance includes resources to
 
address the specific demobilization needs of the National Police (PH). El
 
Salvador is facing an escalating crime wave from the mounting desertion rates
 
(recently as high as 300 per month) which are debilitating the PN's capacity
 
to maintain law and order. Desertors are leaving with their rifles, thus
 
further heightening the risk of armed violence in the country. Desertions
 
will continue and possibly increase if no incentives are provided for the
 
approximately 10,500 members of the PN to remain until an orderly
 
demobilization process can be completed. (Of the 10,500 to remain, an
 
estimated 20% will fill the quota to enter the PNC Academy.)
 

To meet the needs of the demobilizing PN officer corps,
 
university scholarships, and a package of career counseling and outplacement
 
services will be provided. PH enlisted men will be given access to
 
vocational/technical training, reintegration counseling and job placement
 
services similar to what is being provided now to the FILN and ESAF.
 

Early GOES planning for reintegration of the ex-combatants of
 
the ESAF and the FMLN did not make a great distinction between the officers
 
and the soldiers. Ex-officers and ex-soldiers of both sides were to have
 
access to similar benefits such as counseling, land, vocational training, and
 
credit. The only original distinction was the additional availability of
 
long-term university scholarships to the officers of both sides who were
 
expected to be more likely to have the necessary educational base for higher
 
level training.
 

However, in late 1992, both the FMLN and the ESAF identified
 
special needs of the officers for counselling, vocational and business
 
training, and productive credit in addition to university scholarships. After
 
extensive review, President Cristiani made the decision that the GOES would
 
provide a special reintegration program for the officers of the ESAF, using
 
GOES funds. The President also instructed the SRN to develop and fund (with
 
A.I.D. support) a reintegration program for ex-officers of the FMLN in
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response to the FMLN's request. The program will include reintegration
 

counselling to be conducted by the UNDP, vocational and business training to
 

be conducted by FEPADE, and business planning and credit programs to be
 

handled by FUSADES.
 

The principal activities under the revised Ex-Combatant
 
Assistance Component are as follows:
 

a. Reintegration Counseling: All parties agree that
 

reintegration counseling is needed, however, differences exist over who should
 

provide it. The purpose of ez-combatant reintegration counseling remains the
 

same, namely to provide a basic orientation on coping with a civilian,
 
market-oriented society, and to match up skills and interests with available
 

training, scholarship, technical assistance, credit and land programs. The
 

counseling also provides the opportunity for ex-combatants to share
 

experiences and lessen the emotional trauma of twelve years of war, drawing in
 

part upon the expertise of the U.S. Veterans Administration. CREA (a U.S.
 

firm working as a non-profit organization) has negotiated extensively with the
 

FMLN to develop a cotinseling program to no avail, although CRZA counseling is
 

being successfully implemented with the ESAF. Consideration is now being
 

given to a U.N. proposal to provide counseling to the 7MW. The budget
 

provides $3.5 million to cover this need. This would be offered to 7,500
 
FMLN, 15,000 ESAF and 10,500 National Police ex-combatants.
 

b. Scholarshigi: The Project provides for full scholarships
 

(tuition, book allowance and living allowance) for members of the FMLN, ESAF,
 

and the PN who are academically qualified to take advantage of a university
 

education or post-graduate work. Given the scholastic prerequisites, the vast
 

majority of candidates will be from the officer class. Based on figures
 

developed by the GOES in coordination with the German Government, over 1,000
 

FMLN commanders will likely apply for the scholarship program, as will nearly
 

500 ESAF officers. Assuing that the same proportion of officers in the
 

National Police apply for scholarships as will ESAF officers, another 300
 

National Police could benefit from the program. This results in an estimated
 

maximum scholarship demand of 1,800 people. Assuming a five-year scholastic
 

program, the per-person cost for each scholarship could reach as high as
 

$9,400. The cost of university training is greater than original estimates in
 
the Project Document due to the inclusion of regional training institutions
 

(e.g., El Zamorano and INCAE) in addition to national institutions of higher
 

education. If it is further assumed that all would take advantage of the
 

program, $16.7 million would be needed. However, realistically, the final
 
amount needed will be significantly less, since some will need fewer than five
 
years, some will not stay in the program the full five years, and some will
 
choose not to accept the program. The German Government plans on providing
 
130 university scholarships, costing roughly $1.5 million. The $9.5 million 
in USAID resources budgeted for this activity will provide scholarships for a
 

minimum of 1,000 ex-combatant/students.
 

c. Land Transfer: This activity was fully addressed in Section 
II.B, Summary of USG Assistance to Date. 

d. r inin : This activity includes a variety of 

technical/vocational and small and micro-enterprise management training for 

ex-combatants of both sides. The total amount allocated for training is $8.9
 
million.
 

/'
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e. Agricultural Credit: The need for agricultural credit in
 

the formerly conflictive zones is one of the most divisive issues facing the
 

peace process, especially over the next several months as the planting season
 

for the 1993 crop cycle approaches. Now that the U.N.'s Land Transfer Plan is
 

being implemented and agricultural starter packages have been distributed to
 

ex-combatants of both sides, credit remains as the most serious unmet
 

constraint to obtaining gainful employment and, in many cases, providing a
 

subsistence diet and income for thousands of ex-combatants, repatriates and
 

residents of the former conflictive areas who choose to dedicate themselves to
 

farming.
 

The Government's capacity to meet NiP credit demand during
 

the 1992 crop cycle was disappointing. As discussed previously, several steps
 

have been taken to make the formal credit system through the BFA more
 

responsive to NRP needs. Notwithstanding these improvements, the GOES faces
 

imposing challenge if it is to comply fully with Peace Accord stipulations
an 

regarding the timely and sufficient provision of agricultural credit. BFA and
 

SEN estimates of NRP credit requirements for 1993 alone are $15 million in
 

excess of identified resources (almost exclusively from the GOES or USAID).
 

To meet the credit need, additional resources must be obtained urgently for
 

channelling through informal as well as formal mechanisms. For the remainder
 

of the NRP period, the GOES is developing a comprehensive agricultural credit
 

program which includes a tentative credit financing gap of $180 million. The
 

Government will ask the donor community for priority attention to this need at
 

the upcoming Consultative Group meeting.
 

El Salvador's financial system is changing rapidly, and the
 

changes will exacerbate El Salvador's problem of formal credit delivery to the
 

agricultural sector over the short term. Banks are being privatised, interest
 

rates are market determined, and directed lines of credit have largely been
 

eliminated.
 

In 1991, the Central Bank assumed the uncollected debt of
 

the commercial banks in preparation for their privatisation; but the Central
 

Bank assumed only the agrarian reform debt of the BFA, leaving it with a
 

portfolio in which approximately half of its loans are non-performing. It is
 

unlikely that privatised commercial banks will risk their newfound solvency on
 

agricultural loans to any but their best customers, leaving the debt-burdened
 

BFA and FEDECCREDITO to service the credit needs of agriculturalists,
 

especially small farmers, agrarian reform beneficiaries, ex-combatants, and
 

residents of the formerly conflictive sones.
 

It is also unlikely that the privatised banking system of El
 

Salvador will provide significant credit to agriculture (other than coffee) in
 

the short term. This means that the burden for providing formal agricultural
 

credit will fall increasingly on the BFA. A number of constraints reduce the
 

BFA's lending efficiency and its ability to respond to agricultural credit
 
needs:
 

o The Bank is saddled with a portolio in which many of its
 

assets are considered to be "non-performing" or "uncollectible". This
 

portfolio weakens all bank operations and keeps the Bank from searching for
 

new sources of capital.
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o The large numbers of ex-combatants and residents of the
 

NRP areas which the BFA is being asked to serve represent a widely dispersed
 

and often illiterate clientele which in many cases will be applying for credit
 

for the first time.
 

The BFA's lending norms require that an individual be
o 

current on debt repayment (or accept a rescheduling of existing debt) before
 

A good number of the target clientele have unpaid prior
extending new credit. 

balances and/or are unwilling to accept rescheduling of their debt over a
 

multi-year period.
 

The BFA is expanding its coverage, especially in the NRP
 

areas where it has branches, by using the local municipal infrastructure to
 

Under the recent budget reprograming, USAID has
facilitate lending. 

increased its funding of agricultural credit for the 1993 agricultural season
 

to ex-combatants from both sides to $10.6 million, and $10 million in
 

additional resources are being requested under this Project Paper Amendment.
 

Under the Social and Economic Reactivation component described below, a total
 

of $10 million has been budgetted for agricultural credit and training for
 

residents of the formrly oonflictive zones. An aditional $5 million is
 

per Amendment. With this
being requested for this pirpodle under the Project' 


increase of $15 million for agricultural credit under both components, the
 

short-fall for the 1993 crop cycle will be completely met. However, these
 

additional resources must be provided urgently in order to be available for
 

the upcoming planting season (May 1993).
 

To place this amount of credit in a timely and efficient
 

manner, USAID resources will be channelled through both formal (BFA and
 

FEDECCREDITO) and informal (Catholic Relief Services and a variety of local
 

The Catholic Relief Services umbrella agricultural credit
NGOs) sources. 

mechanism is proving to be quite effective. CRS and participating local NGOs
 

possess extremely motivated, competent personnel and very lean organizational
 

structures. While it is desireable to maximize use of this lending mechanism,
 

the absorptive capacity of these institutions is a limiting factor.
 

f. Miern-Interprise Credit: This activity provide $10.9 million
 

credit to ex-combatents who wish to start small and microentarprisos.
 

Included in this amount is a special program of $4 million for senior FMLN
 

officers who will be trained and then receive investment or business start-up
 

credit.
 

g. Ex-combatant War-Wounded: A preliminary study on
 

ex-combatants incapacitated either emotionally or physically by the conflict
 

estimates that between 3,000-3,500 members of the FMLN will require
 

The MOH, CRUSAL and FMLN have worked together to develop an
treatment. 

They plan on focussing as much of
effective system for treating this group. 


The program
the treatments in one MOH hospital (San Rafael) as is feasible. 


will consist of priority surgical care for fifty determined to need immediate
 

assistance; a pre-diagnosis to determine the different categories of
 

surgical-medical or psychiatric care needed; expert diagnosis by specialists;
 

definitive treatment, principally in one hospital to be equipped for the
 

purpose; and rehabilitation, drawing also upon the services of FUNTER and
 

ISRI, and including follow-up treatment at their homes and settlements.
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So far, estimates of the ESAF war-wounded range between

7,000 to 10,000. ESAF war-wounded have been receiving and will continue to
 
receive care from within the ESAF, including surgical treatment and
 
rehabilitation. 
However, those needing follow-on or complementary treatment
 
cr assista-ce will also receive treatment from civilian facilities. A total
 
of $5.8 million is programmed for this activity. It was expected that DTF
 
resources would be available to meet this requirement. This now appears
 
unlikely and, thus, ex-combatant war-wounded assistance would constitute
 
another urgent need for additional resources since DTF resources originally
 
planned for this activity may be reallocated to the PNC.
 

2. Social and Economic Reactivation
 

The purpose of this component remains essentially unchanged,

i.e. successful reintegration of the conflictive 
zones through a comprehensive

approach to social and economic reactivation. The main change is an
 
adjustment in the beneficiaries being targeted. Since so much assistance to
 
ex-combatants will now be provided primarily by discrete activities targeted
 
specifically to them, the principal beneficiaries under this component will be
 

-residents 
ofethe ex-contrive zones, dis-,lced persons and repatriates. To
 
the extent that ez-combatants, as individuals, apply for assistance provided

under this Component, they will also be eligible. The number of
 
municipalities defined as being in the ex-conflictive zones 
has been adjusted

upwards, from 99, at the time the Project Paper was prepared, to 115.
 

As a result of the recent reprogramming, funding for this
 
component was reduced from $157 milliqn.to $110 million. 
In order to address
 
priority needs under the NRP, an additional $17 million has been identified
 
within USAID's existing portfolio. This amount is comprised of three existing
 
projects (Maternal Health/Child Survival, $5 million; CAPS/CLASP, $5 million;
 
and FINCA village banks, $2 million) and the equivalent of $5 million in host
 
country-owned local currency (HCOLC) to t's programed for the MEA program. 
In 
addition, $5 million in new resources are being requested for agricultural
credit-rqquireatej as ecribqtder Section III..1,e. abv** 

3. Land Transfer Mechanisms
 

An additional $8 million in host country-owned local currency

has been identified and jointly programmed for the financing of land transfers
 
to civilian beneficiaries, bringing the total funding for this component to
 
$24 million.., The U.4,- Land Transfer Plan includes 25,000 squatters as' 
beneficiarfei alonll ilflthe 22,500 ex-combatants. The FMLN has made a point
 
of insisting that land transfers not be limited to ex-combatants. The $90
 
million financing gap identified in Section II.C.2 above applies to these
 
civilian beneficiaries.
 

4. Infrastructure
 

USAID funding will cover less than ten percent of the total
 
financing needed to restore infrastructure in the formerly conflictive areas.
 
The major portion of infrastructure financing roquirements must come 
from other
 
donors. For the Consultative Group meeting, the GOES will submit revised
 
infrastructure needs totaling over $430 million. 
To date, the GOES has
 
received approximately $230 million in donor commitments for infrastructure,
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leaving a financing gap of $200 million. While the donor commitments received
 
to date are sizeable, they will be slow to commence. The IDB roads and power
 
sector loans, for example, are not expected to begin implementation until early
 
1995. Donor-funded investments will focus primarily on major infrastructure
 
needs (i.e., primary and secondary road and electrical networks), leaving an
 
important gap for smaller, tertiary and rural category A and B roads, and rural
 
electrification.
 

The need to link major transportation and power networks is of
 

vital importance to those poor rural communities in the ex-conflictive zones.
 

After 12 years of increasing isolation during the war years, with the limited
 
infrastructure deteriorati either through direct attacks or through lack of
 

maintenance, communities are thoroughly alienated. A key part of
 

reintegrating these communities into the social antl economic life of the
 

country is to provide the physical means to rejoin the nation.
 

Not only are these links in the infrastructure chain necessary
 

for psychological reintegraticn, but they will also affect the impact of other
 

elements of the- ationd Jeconattuction Plan: poor farm-to-market roads
 

increase the cost of delivering services and production inputs, and the cost
 

of marketing production outputs. It also restricts access to services$ the
 

radius of clients for health care and schooling shrinks when roads are
 

unusable. Lack of electricity also increases production costs, limits the
 

range of productive activities and delays improvements in the quality of life
 

for these isolated coummunities. The type of infrastructure to be funded in
 

this Project will also maximise the infrastructure projects of other donors by
 

bringing their benefits all the way to the target comunities, not just to the
 

larger towns.
 

Since local infrastructure will be contracted locally, USAID

funded activities will also complement the MEA program in providing much-needed
 

sources of employment in the zones during the dry season which is also when
 

agricultural demands are minimal.
 

According to an October 1992, USAID-funded consultant report on
 

NRP requirements for roads, bridges and water supply, a total of 1,600 KMs. of
 

roads are needed during the next four years of the Project. Based on NBA's
 

capacities and capabilities, 1,200 Kms. of these needs can be satisfied by KEA
 

projects, leaving 400 Kane. of small roads needing additional resources. At an
 

average per-kilometer cost of $18,750, the cost for these 400 Kms. of roads
 

will be $7.5 million. In the ex-conflictive zones, the need is also immense
 

for stream crossings and bridges for tertiary and rural roads which are
 

impassable during the rainy season. Surveys indicate that 2,000 lineal meters
 

of bridges and paved fords are needed over the remaining four years of the
 

Project. At a per linear meter cost of $6,000, this would cost another $12
 

million.
 

Resources are also needed to support rural electrification by
 

intensifying the building of new distribution lines and "backfilling" of
 

existing lines. As determined in the February 1992 Infrastructure Needs
 
Assessment, an estimated 400 Kpqs. of new lines need to be built in the last
 
four years of the Project, adding about 20,000 new households, at an estimated
 
cost of $5.0 million.
 

-3 
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Using $20 million in funds available under the Public Services
 
Improvement Project (519-0320), repair of physical facilities is being done,
 
primarily on electrical generation and distribution, secondary and tertiary
 
roads, and water and sanitation for communities in the ex-conflictive zones.
 
Due to the budget reprograming needed to address land transfers, expanded
 
ex-combatant assistance, and other unforeseen needs, however, the budget for
 
this component had to be slashed by over 50 percent, from $56 million to $27
 
million. Funding for feasibility studies, support to the Directorate General
 

of Reconstruction (DGR), and emergency repairs have all been scaled back
 
drastically (from a total of $27 million in the original Project Paper to a
 
new total of $7 million) as a result of this budget cut.
 

Despite these reductions, a funding shortfall exists for $25
 

million in priority rural infrastructure rehabilitation. These priority rural
 
roads, bridges and electric distribution systems have been identified by the
 

target municipalities in open town meetings. The FMLN leadership has also
 
targetted rural roads and rural electrification as pressing needs and has
 
specifically asked the GOES to increase its funding request for these items at
 
the upcoming Consultative Group Meeting. The Project Paper Amendment proposes
 

that $10 million in additional resources be provided to help address rural
 
infrastructure rehabilitation requirements... "hmpAt.s£.possible,,he ..
municipalities will be responsible for these smaller sub-projects, but with 
the DGR's technical assistance to develop plans and contract for construction, 
supervision and quality control services. In other instances, several mayors 
will work together with the DGR to build or reconstruct a road which has been 
identified as a high priority to more than one municipality. NRECA will also 
assist in providing eight communities in the ex-conflictive zones with 92 Kms. 
of electricity distribution lines. Certain projects might be initiated by 
central GOES authorities, and implemented by the DGR. 

C. Revised Budget Summary and Mortgage Analysis
 

The following tablei contain financial'information which detail the
 
recent Project reprogramming, additional resource requirements which are being
 
requested, expenditures to date, status of obligations and detailed costs by
 
Project Component and activity. Table I represents the summary budget by
 
component and compares the original budget to the current "reprograimed"
 
budget. It also reflects the additional requirement, composed of both an
 
increased contribution from USAID's existing project portfolio and new
 
resources which are additional to USAID's current program levels. This
 
additional requirement increases the total USG assistance package from $250
 
million to $300 million.
 

Table II reflects the summary budget broken down by funding source;
 
i.e., ESF, DTF, existing and planned projects, and host country-owned local
 
currency (HCOLC). Table III reflects the current status of obligations by
 
funding source. As of the end of FY 1992, $128 million or 51 percent of the 
$250 million assistance package had been obligated. By the end of FY 1993, 
the unobligated balance will be $46 million. A more detailed mortgage 
analysis is provided below. 

In order to detail progress to date in financial terms, Table IV
 
demonstrates the status of expenditures as of December 31, 1992 by component
 
and funding source. Finally, Table V provides a detailed budget by component
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and activity, including a break-out by funding source, for both the current
 
assistance package and the revised budget being requested. Table VI details
 
the contributions to national reconstruction by existing projects within the
 
Mission's portfolio.
 

During FY92, the Mission reoriented the funding sources for much of
 
its portfolio in order to relieve pressure placed on our ESF-projectized
 

resources by the Peace and National Recovery Project. Nearly all
 

USAID-supported projects, except for this Project and Democratic Initiatives
 

activities, are now funded through the Development Assistance (DA) accounts.
 

This Amendment and the reallocation of other project mortgages to DA
 

will necessitate sustaining significant EST and DA levels through FY94 and
 

beginning to decline in FY95, as incorporated in our FY94 ABS. The levels
 

are: FY94 $120 million ESF and $55 million DA, and FY95 $85 million ESF and
 
$50 million DA. Of the ES? fund3, upwards of 30-40 percent will be
 
projectized to cover UON and other portfolio requirements each year.
 

I. Projectised ESF
 

Entering FY93, the Mission had eight ongoing ESF-funded projects
 
with mortgages am.ounting to approximately $120 million, of which $91 million
 
was attributed to the pro-amendment Project. No major new starts are
 
contemplated for FY93 and FY94, although some smaller activities may emerge to
 
assist the post-Peace Accord reconciliation proecebs. One new project may
 

commence in FY95.
 

Two events served to reduce the short-term pressure on the
 

ESF-projectized account. First, Section 599 of the FY93 FAA reduced or may
 

eliminate the need to obligate funds to cover the remaining mortgages relating
 

to our Free Zone and Investment Promotion activities ($5 million in FY93).
 

Second, the provision of Demobilization and Transition Funds, while restricted
 

largely to ex-combatant and police assistance, will help meet the greater than
 

expected requirements for ex-combatants over the near term.
 

2. Develoment Assistance (DA)
 

The DA mortgage remained at approximately $85 million entering
 
FY93. The Mission plans three major new starts and two or three amendments
 
this fiscal year. After the FY93 obligations, the DA mortgage will reach
 
between $70-75 million. Several DA-funded projects are directly contributing
 
to the attainment of NRP objectives, and have significant mortgages. A large
 
portion of the portfolio mortgage relates to projects scheduled for termination
 
in FY94 and FY95. Also, the Mission has two major sectoral programs planned
 
for initiation in FY94. However, given the importance of the NRP in the
 
Mission's strategic objectives for FY 1992-97, if necessary we will cut back
 
or stretch out new starts in order to make room for the additional NRP funding
 
proposed in this Amendment.
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1)Approximately $11 million of this total will be funcled from the Development Assistance Accotnit 

2)Repments joint GOES-LISAID programming lowls. 
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TABLE IV 
CUMULATI'V EXPENDFiURES AND COMMITMENTS AS OF 3/31/93 

(SOW) 

08-Mar.93 
CUMULATIVE 

C :MPONENTIFUNDfINSOURCE LOP OBLIGATED EXPENDITURES 

TO DATE AND COMMITMENTS 

.... . . . . . . . . . . . 
. . . . . . . . . . . . . . . 

.. -....-...-. 
. .. .i . . 

.................
 
. .lIc............ 1,8" 1,255


SCOW 
. 1,315 

TOTAL A 4,000 3,SS 3,130 

. ....
 ...... 
T . ...... 70,000o 35,250 24,931
 

STNG:11 ..... 1,6W 707
CT 1,300 

.. 9,000 6,121C........... 51615 

TOTAL 3 l............... 60,000 35,759
ll* .... 42,165 

,, ,,,,**~ 


............. .................. 65,7m 18,852 4,55M 

..... .... 10,730 10,730 a 

s.. ........... 13,309 111 0 3,293
 

CO :: : : ;200 20,:: 14,740 

TOTAL C 1100 52,342 199f6 
.... I..... 12,1M 

SFT,6 7,000 0 
... .. ~.......................ii... .. ... .. 0.. _.... 0 

STINmG POJIM:0 ____ 

________27COW ,6W 
TOTAL D 16,o0 7,000 27 

2,127TOTA £ 2.,000 10,560 ,94 0 
, 060 

/ ,... .. ....:. ,ooo20iii~~iii~z 

... .. ....
,............. 


, .. .. . .,...
.,. J1 iii~i~iCTSST INGfO 

1,4 
110 

29 " 
0 10 

__ __-':::_:_,0002,000 SSG _,00 1__ 6TOTAL1 

.
CO.. ....I,.40 3,000 ,O00 0,1'
18,080_.0 0 

RC%*:.:i!:iiiii::i:::lOJE STING 
STII 

6 ,31
1 , 6"

351,000 


SGG PROATTOTALS2.500C S
N 1.32 16,054 
COW 309 ,d0e21,740 

' UN.nurug rd aclv.t.........r..... flectd.o..ACS.r....
 

. . . . . . . . . 



TABLE V 05-Mar-93 
PEACE AND NATIONAL RECOVERY 

DETAILED BUDGET 

COMPONENT 

rCURRENT 
93F uti7 

BUDGET 
KXISTING 

PROJECTSl 

HOLC TOTAL 113F 
PROP03KD BUDGEKT 

DTIF EXISTING 

PROJECTSr 

HCOLC TOTAL 

I - M ine Awarens 
0 0 

2 - Food Distribution 

3 - lealth Servica Delivery 

4. PVO Suppotl0 

5Socio-Detuographic Studies 

6- DocmentatioCertificmo 

7 SRN Admin. Cost s 

1 UN Humanitarian Asistauce (to rMIN) 500 

150 

400 

I SO 1a5 W 

I15 

iW 

1,6 50 

S SW 

100 

200 

40 

1001010 

20 

Ia1 0 , 

1S0 

4 

0 

0 

I ' m 

SW 

9 - UN TruthCommision 
TOTAL A I 

1,0000
IS 1 00 IJW400 

10 100 
A 

00 
01 70u0m 

1,0001000 
l.8W 4,000 

3,ard 
I 

r~ 
II "I. ... .....................--
• ,,-.,,,,-,...,.--.,............%......r ............ ................. ..... *... 

- -
,I 9r 'm 

n n , 0 

.. 

. . . .- . -.- . .. . . . . . . . . . . . . . . . . . . . . . 
... ... ... ... ..... .. ... '1 

.. . .... ....................... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

I 

, 0 

TOT....B2 70M 2,006000 ,0 ,0 20,000 



TABLE V (CONTINUED) 05-Mar-93 
PEACE AND NATIONAL RECOVERY 

DETAILED BUDGET 
(Sooo) 

CURRENT BUDGET PROPOSED BUDGET 
ESF DTF XIISTING HCOLC TOTAL ESF DTF KiNaFrlNG HCOLC TOTAL 

COMPONENT PROJECTs PROJECTS 

1 
2-
3-

MEA 

Equilp./supp. Health Pos 
Vaccinations (MOH) 

36,360 

8,000_..... 

10,750 0 

2w3000 

1.,40 6460 38,360 10.750 500 20.040 69,65u 

8,000 

4 - Civilian War.Woun-d'e-d$-Scl__xi Supplies, g~uip, Furniturev 1284
6,00 w

1,000 
1,-6

375 
3,150
7,375 

1,284
61000 

40 
1 ,000_ 

1,466
37S, 

3!10 
7.375 

6 - Hiring Additional Te-a- . 
7[- PVO Support
S - M i,:coeterrise Creit--, -n_ TA 

2700
2,S00 700 

_-
75,

705 

200 
41275
%705 

2,700 S,700
4 5 0 

200 
875
70070 5 

200 
9,275
7,70-....7,705 

Ce0 mad TA 

10 - Suppo5 ro0 Investment P5--oion
!11- AglShelter S a rterPack ages 

33 5 -5Agricultural,1,50 

Soo 

9,913 

s 
0 

8,433 5,000 1,.0 14,933 

., 00'0 
i12 - Vocational Te-c-nical Trainin-6 3,4731 2,50 19 61012 3.,473 7,S00 39 11.012)4] 

6OTL5,&7501067501 13,=0 2%00 110,000 70,6750 106750 25,3001 25,201 132,000 

I Land trnfer 

TOTAL D 
1I%000 

15,000 01 01 

1,0001 

1,o00 

16,000 

16,00 

ISo00 

15,000 01 0 

9,000 

9,0001 

24,000 

24,000 

- Feasibiliy Studies 
2-TA for DGR 

3 - Emer-ency Repairs 

4- Infrastructure Rec- tructi. a Rant. 

000000 
2,0002000 

1,000 

1 .:14000 

19,001 0 

0 

2,000' 

11,000 

1,000 

19,000 

._,000 
2,000 

0 

30,000 
TOTAL 9 7.000 01 2000 01 27.000 17,000 0 20.000 0 37,000 

I - Audit ....... 

2- Manament 
.... .. ..-....... -.... -::::' -:::::'-::3. SRN ADMIN COS: : 

2.2,000 

4.000 4,000 

3000 

2,000 

9,00 
3,000 

2,000 

4100 4,000 
i_3,000 

3 .00 0 

2,000 

8,0003.. 
3,000 

TOTAL F 6,000 

9 m 
4,000 

. 
0 

35,00 
3,000 

302 
Allll0Dml~ 

13000 

0
mowIIIii I5.O 

6,000 

120250 
4,000 

34,7S0 
0 

47.000 
3,000 

43.o0o
i 

13,000 

300,0001~ 
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Contribution of Existing Projects

t2
 

Peace and National Recovery
 

Component/Project 


A. Immediate Assistance
 

Health & Jobs for Displaced 


B. Ex-Combatant Assistance
 

Health & Jobs for Displaced 


C. Socio-Economic Reactivation
 

Health Systems Support 


Education Quality Enhancement 


Strengthening Rehab. Services 


Training for Prodc. Competitiveness 


Industrial Stabilisation Recovery 


CA Rural Electrification Support 


Small Enterprise Support II 


Ongoing Credit Lines 

Maternal Health/Child Survival 


CAPS/CLASP 

FINCA/CAM 


D. 

E. Maior Infrastructure
 

Public Services Improvement 


F. Program Management 

__Added_ gvi~ 

Rsucs Tal_ 

700 700
 

1,300 1,300
 

600 600
 

1,000 1,000
 

400 400
 

3,000 3,000
 

500 500
 

500 500
 

2,000 2,000
 

5,000 5,000
 
5,000 5,000
 

5,000 5,000
 
2,000 2,000
 

20,000 20,000
 

TOTALS 35,000 12,000 47,000
 
333333 =ms 333333 

With the addition of this Amendment and the obligation of
 

available FY93 resources ($30 million), the Mission will have a mortgage of
 

around $71 million, of which $64 million is attributed to the NRP entering
 

FY94.
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3. ESF Local Currency Generations
 

ESF local currency played a critical role in facilitating the
 
attainment of the original NRP timetable and objectives. The 114 million
 
Colon ($14 million) funding level that the Mission and the GOES were able to
 
make available for the ex-conflictive zones on the first day of the
 
cease-fire, February 1, 1992, showed the goodwill and good faith effort
 
necessary to start the process on the right path. Due to the heavier than
 
expected early demands on local currency, the Mission raised its original CY92
 
programming from $14.5 million equivalent to over $29 million equivalent of
 
the $35 million planned LOP. In addition, local currency counterpart to the
 
Land Bank, Public Services Improvement, Health Systems and Strengthening
 
Achievement in Basic Education projects, some of which was not originally
 
contemplated for ez-conflictive zono support, was redirected to address
 
several significant, and potentially destabilizing, problems in the early
 
stages of Peace Accord implementation.
 

Within the context of ABS levels, the ESF policy reform cash
 
transfer program will generate the local currency equivalent of $210 million
 
over the FY93-FY95 period. Approximately $95 million, including $13 million
 
for National Reconstruction, will provide counterpart to AID dollar-funded..&
 
projects. Around $15 million will support Mission OE and program trust fund
 
activities. The remaining $100 million will support the GOES ordinary budget
 
through fiscal deficit reduction. This will serve to ameliorate some
 
pressures placed on the budget resulting from requirements for other donor
 
counterpart for NRP activities, Peace Accord programs and increases in social
 
sector spending. This latter support is particularly important in helping
 
maintain GOES compliance with its macroeconomic stabilization program and IMF
 

standbys as further outlined in the FY 1993 Concept Paper.
 

D. Implementation and Financing Methods
 

As originally envisioned in the Project Paper developed a year ago,
 
the SEN was to be responsible for planning, approval and evaluation of project
 
and program activities. Finance and administration were to be in the hands of
 
the Technical Secretariat for External Financing (SETEFE), the organization
 
within the Ministry of Planning responsible for programming and monitoring the
 
Extraordinary Budget (i.e., local currencies generated from ESF cash transfer
 
and pre-1991 PL 480 Title I programs). As more detailed development of the
 
mechanisms took place, that delineation has been adjusted.
 

a. Implementation and Financing Methods. USAID will advance funds
 
to SETEFE to meet imnediate cash needs. Advances will be based on approved
 
action plans. Once the advance has been approved by USAID, a check will be
 
issued to SETEFE. Upon receipt of the check by SETEFE, it will provide funds
 
to the SRN. The SRN, in turn, will disburse according to acton plans to each
 
implementing entity to cover their immediate cash requirements. In some
 

cases, i.e. GOES ministries and autonomous institutions, SETEFE may disburse
 

directly to these entities.
 

On a monthly basis all implementing entitites will submit
 
documentation for liquidations, consisting of actual expenditures, approval of
 
which is contingent upon review of SETEFE, SRN and the Court of Accounts.
 
Once USAID has received the consolidated approved liquidation from SETEFE for
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review, it will provide subsequent advances depending on outstanding balances
 
and projections for future cash needs.
 

b. Vulnrabjrijt. 
 The NRP is highly visible, politically sensitive
 
and will be coordinated and implemented by a number of organizations whose
 
capabilities have not been fully tested (other than SETEFE), and who are not
 
totally known to USAID (particularly new local NGOs). In these circumstances
 
and in order to ensure accountability, USAID/El Salvador and the GOES have
 
introduced several checks and balances 
as follows:
 

(1) All activities under the NRP will be carried out through an
 
action plan process. Implementing entities will prepare action plans to be
 
reviewed and approved by the SRN and SETEFE, if the mount is under or equal
 
to 2 million colones ($250,000), and by the SRN, SETEFE and USAID if this
 
amount is exceeded. The action plan mechanism is familiar to the GOES entities
 
and SETEFE has developed adequate capability to oversee its preparation,
 
implementation, monitoring and audit. 
USAID will disburse funds for project
 
purposes once there is an approved action plan.
 

(2) Prior to authorization of funds for project purposes, SETEFE
 
is required to certify the financial management capabilities of sub-grantees.
 
For this purpose, SETEFE will use a standard scope of work provided by USAID
 
and a list of audit firms prequalified by our Regional Inspector General.
 

(3) The Court of Accounts, El Salvador's supreme audit agency,

will continue to examine project expenditures prior to authorizing subsequent
 
disbursements until May 1993. 
 At that time, the Court of Accounts will include
 
the Project in its new post-audit system which will be phased in. 
To develop
 
post-audit capability, USAID is currently providing an international consultant
 
in government audits and internal controls to the Court of Accounts.
 

(4) The SRN is receiving USAID-contracted technical assistance
 
from Price Waterhouse to strengthen its organizational capabilities and
 
management controls.
 

(5) 
 SETEFE has CPA firms under contract to concurrently monitor
 
Project implementation.
 

(6) USAID has also awarded several contracts to CPA firms to
 
concurrently monitor project financial activities and is planning on awarding
 
a global contract for financial monitoring of the entire program.
 

(7) Periodic post audit will be conducted of the program to
 
evaluate the effectiveness of internal controls. 
The first audit will be
 
under the supervision of the Regional Inspector General and will cover the
 
period through December 31, 1992. 
 The project budget includes $2 million for
 
audit and other financial management services.
 

(8) A team of three financial analysts from the USAID
 
Controller's Office will coordinate and oversee financial management aspects
 
of the program.
 

Table VII contains the updated Payment Verification Matrix.
 

PRJ1108
 



ACTIVITIES/COMPONENTS 

CREDIT 
COMPONENTS (B,C) 

TRAINING/SCHOLARSHIPS 
COMPONENTS (B,C) 

INFRASTRUCTURE 
COMPONENT (E) 


UNITED NATIONS 

COMPONENT (B) 


MEA 

COMPONENT (C) 


LAND TRANSFER 

COMPONENT (D) 


MANAGEMENT (A.I.D) 

COMPONENT (F) 


AUDIT 

COMPONENT (F) 

WAR WOUNDED ASSISTANCE 

COMPONENT (B,C) 

OTHER 

COMPONENTS (AB,C) 

TOTAL 519-0394 
TOTAL HCOLC 


TOTAL EXISTING PROJECTS 

EXISTING PROJECTS (ADO FUNDS) 


GRAND TOTAL 
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TABLE VII
 

PAYMENT VERIFICATION MATRIX 
($000) 

METHOD OF METHOD OF TOTAL AMOUNT 

IMPLEMENTATION FINANCING PROPOSED BUDGET 

Io 41,833 
PERIODIC ADVANCE 

HC PROCUREMENT 20,573 
PERIODIC ADVANCE 

HC PROCUREMENT 17,000 
PERIODIC ADVANCE 

DIRECT AID/W GRANT 1,500 
DIRECT PAYMENT 

HC PROCUREMENT 49,110 
PERIODIC ADVANCE 

HC PROCUREMENT 35,000 
PERIODIC ADVANCE 

USAID PROCUREMENT 6,000 
DIRECT PAYMENT 

USAID PROCUREMENT 2,000 

DIRECT PAYMENT 

HC PROCUREMENT 7,034 
PERIODIC ADVANCE 

HC PROCUREMENT 8,950 
PERIODIC ADVANCE 

191000 
HC PROCUREMENT HC DISBURSEMENT 48,000 

AID DIRECT/HC PROC DIRECT AID/PER ADV 47,000 

AID PROCUREMENT DIRECT PAYMENT 14,000 

300,000 

/c 
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SECSTAIE WASHINGTON 
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SECSTATE DCI/ARA/PA//VASHINGION 
SECSTATE DCI/IIN/ISD/DC/IWASHINGTON 
AMISEASSY GUATEMALA 
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AIIEASSY TEGUCIGALPA 
JAREASSY PINAHA 
CDR5-11iF INFTDAVIS PMIlS-21/ 

COH 3/17SFCA FTWILLIAM DDAVIS/S-2// 
COOUSARSO PMI/SOIN-FI/IFT CLAYTON 
CDi USARSO FT CLAYTON PHI/SO -HAI/I 
FIBISKEY VEST FL 
FiIS ASUIICION PA 
FT CEOC lEADE DI//G222// 
COIIri ARIi ROOSEVELT ROADS PR 
COIMISCOM WASHINGTONDC 
HARCORINTCEN IUANTICO VA 
COGAID INIELCOCIOCEN WASHINGTON DC 

USCONSOLANT 

mSICO RODIAN PH 
CDI -SI INFH HOVARD F AIR PMI/S-2// 
CDR1-221 AVNIN FIT IoNK PH/IS-2// 
AFOSI DET 721 HOWARDAi PH//CC// 
ACCT FIPA-EI)lK
 

UNCLAS 6F
 

SERIAL: PA52212112 

COUNTRY: ELSALVADOR 
SUBJ: TAlE IOF6 --SNAFIK HANDAL SPEAKS ON RECONCILIATION DAY 

REF: PA151214392 FYI--'NATIONAL RECONCILIATION DAY' CERHONY 
Ill 

SOURCE: SAN SALVADOR RADIO AND TELEVISION NETWORKS INSPANISH 1169 
GMT ISDEC 92 

TEXT: 

IISPEECH BY JORGE SHAFIK HANDAL, REPRESENTATIVE OFTHE 
FARABUNDONATIONAL OfHAITI LIBERATION FRONT, ON THE OCCASION 
NATIONAL RECONCIL!AIION DAY ATTHE INTERNATIONAL FAIRGROUNDS INSAN 
SALVADOR --LIVEJI 

111.SECRETARY GENERAL OFTHE UNITED NATIONS BUTRUS 
BUTRWS-5AL1 I0. VICE PRESIDENT OF T1E CO llnT OF SPAIN All 
OTHEIRREPRESENTATIVES OF THEGOVERNMENTS 

(ITEXI)I 


OFTHEFRIENDLY COUNTRIES 
UII GENERAL; MESSRS.ASSISTING TIE SECRETARY PRESIDENTS ANDVICE 

PRESIDENTS OF THE SISTER CENTRAL AMERICANNATIONS; M. VICE 
PRESIDENT O THE UNITED STATES O AMERICA; MESSRS. FOREIGN 
MINISTERS; MR. APOSTOLIC NUNCIO AND DINER CHURCH AUTHORITIES; 
MESSRS. OTHER WO DISTINGUISH VSWITI THEIRMIASSADIS AN ENVOYS 
PRESENCE MEMBERS DIPLOMATICAt THIS SOLEMNCEREIonY; MESSRS. OF THE 
CORPSACCREDITEDIN OUR COUJIRY; DISTINGUISHED GUESTS; FRIENDS AND 
COiADES; SALVA..IANS: 

TODAY E HAIk THEEND CONFLICt. FULFILLEDO iEARMED WEHAVE 
ANINECCAILE AND CEASE-FIRE, INTOOAY'SEIMPLARY UNPARALLELED 

THE NATIONAL LIBERATION (91I11 
HAS DEMONSIRATEDIT ADEASERIOUS FIRM RID INFAVOROF 
OLD. THUS FdAUNDO HAITI FRONT 

THAT AND 
PEACE NO1 PLAYIiG AGAME OFHARE-BELIEE.AD WAS 


THEACCOiM ISHMENTS UIU9TIL ME i
HDE TODAY SUBSTANTIAL. NAVE 
BASED DECISION THEEXIS|E[ OEOURIRMY ANDATTENDOUR TOTERMINATE 
THIS CEREMOY ON THOSE ABASIC REFOR TIEACCOtlISIRINTS. M 
CONSTITUTION VAS UNKITAEN, CLEARLY PLACING MILITARY VIIONPOWER 
THEDEIWCRATICALLI CIVILIAN GOVERNMENT.ATTORNIELECTED TIE 
GENERAL'S OFFICE THE OFHUMA WAS THEFOR DEFENSE RIGHTS CREATED. 
RESPONSIBIL ITYFOR PUBLIC ODER SEPARATEDTIEMAINTAINING WAS FIRO 
ARMEDFORCESAND NATIONAL CIVILIAN POLICE WAS FORTHE CREATEDTHAT 

VITH DOCTRINE. THEPURPOSE AHEW THEFOUNDATION$FOR IEFo OF TIRE 
ADINISTRATION Of JUSTICE O TE ELECTORALAND A REFORMi SYSTEiM 

WS TRANSPARENT O DEMOCACY. 
SET. LAWS THAT COHSTITTIlONAL 
MING ITARELIABLE INSTRUMENT NENE 

MW DECISIONS GIVE LIFE TOTHE 
REFORMSVWAOiER AGREEMENTSISSUED. ArE RFEIHii TOTIEWER WE 
ELIMINATION OFTIE NATIONAL GUARD THRE POLICEAND TREASURY 

ILA PPAUS)I. THME OF FORCEFUL TIE CREATION
ELIHINATION CONSCRIPTION, 
OF ANEWSYSTEM AND RESERVE,TIE ELIMINATIONO MILITARY SERVICE AS 
OF TIE CIVIL DEFENSE THEAID TIE ARHY'S TERRITORIAL SERVICE. 
NATIONAL INTELLIGENCE DIRECTORATE THE FORCES WASUNDE AIMED 
INSTITUTIONALLY ELIMINATED, AND STATE ORGANIZATIONTHE INTELLIGENCE 
UNDER TIE PRESIDENCY O THE REPUBLIC VAS CHEATED. TIE ACADEMIC
 

NILITARY SCUDOL APPOINTED VITH iWN OF 
MILITARY OFFICERS ANDCIVILIANS, INCLIDIiG AREPRESENTATIVE O TINE 
FIN. IIAPPLAUSEII TOTHE THIS WOULD 

COUNCIL O THE WAS ANEWUAL 

CONTRARY PlNIONS THAT BEN 
IMPOSSIBLE MIXTURE, ACADEMIC HASWORKED NARHONIOUSLY TOTHE COUNCIL 
REFORM INACCORDANCEMILITARY EDUCATION VITH TIE NEW DOCTRINE. LAWS 
ESTABLISHillG CONTROLSAGAINST ILLEGAL ENICHIENI I SOLDIERS WERE 
APPROVED ADAPTING JURISDICTIONINADDITION TO LAWS MILITARY TOTHE 
HEV CONSTITUTIONAL TERNS.
 

liME) II7S1 FC/LYN/LAS LLSLISI2.1iTE tS/21119Z DEC 

UNCLASSIFIED
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COCARD WASHINGTONINTELCOORDCENDC 
USCONSOLANT 
MCSCO ROoAm PM 
C= 1-5011 I U HOMR Me PMI/S.211 
CMR 1-228 AM INFT KOl PMIIS.211 

IOSI DI 121 HOWD A1 PM/ICC// 
ACCT FIPA-EWDK 

UNCLAS6F 

SERIAL: 	 PAIS12212492
 

COUNTRY: ELSALVADOR 
SUBJ: TAKE RANDAL SPEAKS ON RECONCILIATION DAY2 V 6 -- SHAFIK 
REF: 	 PA1512212112 SAN SALVADOR RADIO TELEVISION NETWORKS SPANISH
 

16176/i/NEV CONSTITUTIONAL TERMS.
 

TEXT:
 

IITEXTip V CAPRIED OUT THEFORMAL DISSOLUTION O THE BELLOSO,
 

152124Z 1152IS SIll?7 
IRACAONTE, AND ATLACATL RAPID DEPLOYMENT BATTALIONS. THESE VILL 1E 

FOLLOWEDBYTHEDISSOLUTION ATONALAICEor THE AND BATTALIONS.
 
ALTHOUGH tHESE STEPS MILITARY REFORM
I THE AIM MILITARY IEDUCTION
 
Alle HAVE DISTORTED, SOIN BEEN
INSUFFICIENT, BEEN AND NAVE 
UNDERMINED#THi MILITARY RESTRUCTURING IS UNDER 10FAVORWAY iNE 
MAJORITY OF SALUADORANSARMYOFFICERS INTIE RUN.AND LONG 


IT IS UNPRECEDENTED THAT ADHOCCOMMITTEEUPOF
AN ADE 
SALANRMAls 00 HAD ELECTED IASED ON A CONSENSUS TIEBEN IU 
PARTIES HAS To PU0E CHIErS A D OFFICERS.DECIDED THE ARMY 

IIAltsI) ITS CONCLVSIONS ARE MST B CARRIED OUT
BINDING AND 
REGARLESS. THAt FACT GIES MILITARY PERSONHL TIE IISTORIC 
OPPORTUNITY O GUIDING THEINSTITUTION ONHEW THATPATHS ARE 
CONSISTENT WITH DEMOCRACY.PEOPLE APPLAUDALL VILL THIS 
ACIIEWIENT. TIE FIl ASPIRES TORECONCILE VIII TIE RENEED ARMED 
FORCESTIE SUE OF STABILITY, I DEMOCRACY.FOR 	 PEACE, 
1IDII
(tAPnAUSEII
 
TiETRUIH COITTEE VILL STINIT ITS REPORT TIE
I JAiNUARY.LAWS 

ON THECIVIL POLICE AWD ON ACADEMYTIE NATIONAL OF PUILIC SECURITY 
NAW ISSUED. ALTNOUU SOVENAT DELAYED, ISBEN TIE ACADEMY, 
TRAINIG THE CONTINT OF PERSONHEL,INCIIUES folRFIRST WAICH 
11L. CUIATANTS. NAtIONAL PIC, eILL BETHe CIVILIAN POLICE, 

DEPLOYEDINJANUARY1"] IDVILL BEGIN TOSUISTITUTE FORTIE
 
MVIIeHT INKEEPING WITH TIN
NATIONAL POLICE TIE AGREEINTS. 

NATIONAL ADJUIICATUi COUIICIL VAS ESTARILSED AS ON OFT1E MOST 
IHFLUENTIAL RECIANISI5 K REFORM PUING, [IOGEAN INI T9 TIE 
ADMINISTRATION OF JUSTICE. LAWTHE ON TIE PROTECTION OF TIE W 
DISABLEI AN DISPLACED IKKFITING OFWAS ISSUED, FORIER COMIATMTS 
TIE F1,N ASWELLASOf TIE AIED FORCESAFFECTEDAND NEIERS O TH 
CIVILIAN POPULATION. AHEV ELECTORALSAPPSROVEWILLCODE ANN 
SERVEASTHOASIS FOR ELECTIONS. PERIHAPSTll 1934 GEHERAL ALL 
TIESE EW VILL TO TIAT UM ittLL TLAWS NAW BEIPROVED. NIR 
BECARRIED OUT BASEDTIE RESULTS 1994 ELECTIONS.ON OF TIE U 

IiPLSEi))

IfE CONCLD THEERIFICATION OF THE
LAD INVETORY 

PRESENTEDFIll W NAW TRAINERS TOBYTHE INCEASED LAI 
LAINOOLDEIS AND THE FORUMFORIER CUATANTS. SOCIOECOOMIC HS 
INSTALLED VITH AFEV MONTIS' YET NOT YIELEl AMYDELAY, ITHAS 
RESULTS OTIEINTIONIG. EXISTS AN VILLTIE FORUM O EN,
CONTINUETO ANilS 	 EFFORTPROVIDE A O RIEACING A CONCERTED ICS IS 
INDISPENSABLE FOR AND TIE ALTERNATIE OF CONCERTEDSTABILITY PEACE. 
EFFORT. ALTIOUGHMAIIN, OF THSOCIALHOT WOOLD BETIE HEIGHTENIN 
COIUITION. ON14 KCENUNR THESUPREME R1BUIALELECTORAL 
ODIKKI TIE LGALKGISTRATION O THE 1 ITPOLITICALF,1 	GAVE 
PARTY STATS. I(APLAUSE. CEERSI) 

rK) IS111 P/LYNI/LAR LLSLISI2.ME 15/2121Z DC 

UNCLASSIFIED
 

http:LLSLISI2.ME
http:PII/SOIN.FI


aa aiaaaaaaaa
u laaaI 


PRIORITY UNCLASSIFIED INCOMING
 

DEPARTMENT OF STATE 
ARA/NEA REARCS 

PAGE 152121Z 115299 S111775401 
INFO: LARAI 1 DC1NI (21ESWI) SG(IIII REG SPA(I0t 

JFM 10I VIP IIIRJC (III (01, (ii1ARA PPC II PPA 
................. 15/2149Z iTOTALA2 LM COPIES: 0151 


ACTION NP-1i 


INFO LOG-19 ARA-il INR1-I PA-D2 /1141 

.................. 68596 IS21431 /35 
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FM FIIS CNIVA CHIVA PH 
TO AIG 4611 
DiR ONDCPIIOII 
TAC ACCIS FACILITY LANGLEY AFB/IACCIS// 
JICPAC HONOLULU HI 
PANAMA COMMISSION PHCANAL BALBOA 

PHIIIACPP-EAC-A/ICD47PiODE COROZAL 
FASTC/TAI WRIGHT PATTERSON AF1 ON 
US SECRETSERVICE VASNINGTON DC//ID.FlB// 
NAVINVSERVRA FTAMAOR PM//ISFA-HF// 
F6IS RESTON VA//ILII 
FEIS RESTON VA//PLCHI/ 
CDR7471THMION GALETA ISLAND P 
USNIU SHAPE BE'/SUIVEY SECTION// 
82ND ABN DIV INTEL CEN FTIRAGGK 


NCFAISA FTBRAGG 
XVIII AIN CORPS INTEL CEO FTBRAG NC 
DA ANS WASNINGION DC 
EO DAWASHINGTON DC/i0;WO-SSMh// 
AISA ARIS ROLLING AID DC 
COMLANTAREACOGARDYORKNEW NY//Al// 
SECSTATI DCI/MAICEN/ES//WASHINGTON 
SECSTATE WASHINGTON DC/IARA/PAN/I 
SECSTATE WASHINGTON DCI/INRIISD/DO/ 
AMUNASSY GUATEMALA 
AINIASSY MANAGUA 
AI(IASSY SANJOSE 
AMISASSY SANSALVADOR 
AMMiBASSY TEGUCIGALPA 
AMIEBASSY PANAMA 
CDR 5-17 INFH FT DAVIS PHI/S-21 

CDR 3/7 SFCA FTWILLIAM 0 DAVIS//S-21/ 
CON USAiSO FT CLAYTON PM//SOEIN-FIll 
CON FT CLAYTON Pfl//SOM-M//USARSO 

FL 
FBIS ASUNCION PA 
FT GEO GMEAD[ WDII2221/ 
CoNFAIRCARIB ROOSEVELT ROADS PR 
COMUISCOM WASHINGTON PC 

FIIS KEY WEST 

OUANTICOMARCORINTCENVA 
COGAND INTELCOOROCEN WASHINGION DC 
USCORSOLANT 

PMMSFCO RODHAN 
C00*I-SIR INt INNOVAD AFD PI//S-2// 
COR KOSM PHIIS-2/11-221 AVINFT 
AFOSI DET121 AVE PH/CC//HOVARD 
ACCT FBPA-EWOK
 

UNCLAS 6F
 

SERIAL: PAI512212512 

COUNTRY: ELSALVADOR 
SUBJ: TAKE 3OF6 --SHAFIK HANDAL SPEAKS ONRECONCILIATION DAY 

ADIO AND NETWORKS 
SPANISH I7515l///STATUS. I(APPLAUSE, CHEEPS)I 

REF: PA151?212992 SANSALVADOR TELEVISION 

TEXT:
 

IITEXT0 TI'S STEP WAS OBSTRUICTED TOPA LON, T,M: BY SOM,
 

1S2121Z 1IS298 S117154 
POLITICIANS WHO ON CLEVER OF SIUTTING OIT THEINSISTED THE IDEA 

PEACEFUL CHANGES, THEPEACEFUL ROADS. THAT ATTITUDE LED TOTHE 
AIMED CONFLICT, BUTNOV THE COUNTRY VANTS PEACE AND DEMOCRACY.
 

I
 
THAT SITUATION LED US TO THE DECISION TO ESTABLISH THEPERIOD OF
 

ARMED PEACE. GOING FROM THEHEGOTIATION PROCESS TO THESIGNING Of
 
TIE AGREEIMINTS AND ONTO TIEAMED PEACE WAS AIQ PROGRESS THAI
 

flAPPL ALSE 

PROOtUED APOSITIVE RADICAL CMANGE TIAT CHANCEINOR DAILY LIFE. 
INCREASED THE TOSTRENGTHENBOLSTERNATIONAL COMMITMENT PEACE, THE 
ECONOMY, DEMOCRACYAND PROGRESS TOWARD AND JUSTICE.
 

EVEN WE ARE AWAVECOMON TE
THOUGH SUFFERING FROM OF CRllM, 
SITUATION AS AWHOLE RESEMBLES NEITHER VAR NOR THEPEACE CRISIS TEAT 
MANY WERE THIS HAS BEEN THE RESULT OFAFIRM ANDPREDICTING. MATURE 
COMIITMENT ON 311S TO PEACE.BOTH MAINTAIN 

WENAVE TIE AND ARE CIVIC,NOV ENDEDAMED PEACE BEINNING THE 
POLITICAL STRUGGLE,MARKS MOE SIGNIFICANT PROGRESS.MICN EVEN 
EXCEPTFORAFEW MINORITY GROUPS,ENTIRE --SMALL TEE POPULATION TIE 
ENTIRE NATION ANDALL --VANT PEACEOfITS SECTORS TOPRESERVE0 
ALLOW THEOPPORTUNITY TO PROGRESS. RECALCITRANTTEE GROUPS 
REPEATEDLY MADE THREATS SAYING THAT ONCE 14 LAID DOWN OUR VEAPONS 
THEY WOULDDESTROY US, FINISH US OFfINADIRTY VN.
 

11 NI 
GREATCONVICTIONS, COMITINTS, AND REVOLUTIORY QUALITY. IS 

UARIED iElWE INITIATED THE MHED STRUGGLE,WEWERE BUT 
TEAT 

WY ALANGEPERCENTAGEOF THE PEOPLE ISANDSUPPORTED y E 
ICE IVED A GREAT OF WORLD TEAT 01TAIlIDEAL SUPPORT. ISNOW WE 
WEAPONS, ISNOV WE ABLE WE IEMiAND THAT WERE TOFIGHT AS DID. 
NOTABANDONINGCONVICTIONS OUR QiALITY BYOU ON REVOLUTIONARY 
LAYING DOWNOURWEAPONS.ALSO IINSE EXPERIENCE. TIEWE NAVE 
(NIRe POPULATION GAINED AGREAT FiEXPERIEE AN TREIR SUPPORT 
TE FILN RAS6ROW1. 

THE INTERNATIONAL COHIUNITY ISACTIVELY COIITTED 10 OUR PEACE 
PROCESS.ARE TOIT. NO ONCANSAYWEA DEFENSELESSWE COMMITTED 

(fAPLAUS0
 
PEACE,DEMOCRACY,JUSTICE lEC 


ORALONE. 
AND ILIATION ME TE PATES I 

PROSPERITY ANDTHE TO THOSE LITTLE IECALCITRANTIWAYSUFFOCATE 
NARROW-MINDEDIIAPPLAUSII TOSTREiGTil1R TNIS ORVIOUS
 

ATIONAL COMIITMENT, EN IK MMD PEACE 

GROUPS. 

TIE FILE DCIDED TO PERIOD. 
THE ETTi1G ON WE AS DID INFMiN KEEPS PEACE. REAFFIRM, WE 
CNAPULTEPEC,THAT NOTREGRETOFTEE AND MITO0S OF1[DO ANY STAGES 
STRUGGLEHAVE THIS MOiET FORELSALVADOR.WETEAT 1OUGT ABOUT 
ME NOV ANDVILL CONTINK TOBE REYOUTIONMIESs FAI11iU TOTIE 
POe HARD-ORKING PEOPLE, PROTAGONISTS AL- SUPPORTERSTIE TRUE 
TEIS STRUGGLE. POU PARTICIPANTS ALONG VITR TEE ARE TOBE 
BIGGEST, MOST OF SOCIAL ANPOLITICAL SECTORSDIVERSE MASS IN THIS 
DEMOICRATIC WICA ISGROWINGSPECIAL PATHSREVOLUTION, ALONG TiAT ME 
VERY IIAPPLAUSE1ISALVADORAN. 


FELLOWCOUNTRY.INo TWOCENTURIES NOV, TwO
FROM EVEN MILLENNIUMS 
WILL ASCRUCIAL. 

LEAVE FOOTPRINT O OUt NATION. 
FROMNOV, THIS NOUROf HISTORY BESEEN IT VILL 

ABENEFICIAL INTE FUTURE 

iOE) 151751 GG/LYNN/LAR LLSL1SI2.1HJE 15121231 DEC 
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P 1521352 DEC 32 
FM FlIS CHIVA CNIVA PH 
TOAIG 4577 
il ONDCP/UO// 
TAC ACCIS FACILITY LANGLEY AFB//ACCIS// 

JICPAC HONOLULU III 


CANAL BALBOA PH 
COHTMIlDE CORiOZAL 
PANAMA COMISSION 

PMIIAGPP-EAC-AI/ 
AFB ON 

US SECRET SERVICE WASHINGTON DC//ID-FIB/I 
NAVINVSERVRA FT AMADOR 

FASIC/TAi WRIGHT PATTERSON 

PMN/SFA-NF// 
FBIS RESTON VA//MIL// 
FlIS RESTONVA//POLCH// 
CD1TITHMIBN GAETA ISLAND PM 
USkIW SHAPElEi/SUHVEY SECTION/I 
12ND All DIV INTEL FTBRAGG iCCEM 
FAISA FT BRAGG NC 
XVIII AIH CORPS CEO FT BRAGG INTEL NC 
DANIS WASHINGION DC 
Ha DAVASHINGTON DC//DAIO-SSM/I 

BOLLING AFl DC 
CONIANTAREA COGARDYOIk 
AFISA AMIIS 

HEW NY/IAII/ 
SECSTATE DC/IAA/CE/ES//WASHINGTON 
SECSTATE DClIARAIPAN/IWASNINGTON 
SECSTATE WASHINGTON DCIIINRIISO/Dll 
AIEIASSY GUAIEHALA 
AIIASSY MANAGUA 
AIMIiSSY SANJOSE 
AMEIUASSY SANSALVADOR 
AIIEIASSY TEGUCIGALPA 
AIEMIASSY PANAMA 
CDWI51 IF IH FTDAVIS PINS.I// 

FT 0 DAVIS//S-2// 
CDi USARSO PIISOIN-FII 
CDR 3/17 SFCA WILLIAM 

FTCLAYTON 
CDRUSARSO PHI/ISON-RP.AFTCLAYTON 
FIiS KEYWESTFL 
FilIS ASUNCION PA 
FT CEOGMEAEE RD//G2221/ 
COIFAIRqARIB ROOSEVELT ROADSPR 

WASHINGTON 
MARCONINTCEN 
COMINISCOM DC 

OUANTICO VA 
COGARDINTELCOOROCEI WASMINGTONDC
 
USCOSOLANT 

ROOPANMOCSFCO PH 
CDI I-5i D A'L P/IS.211IHN iN HOWA 
CDR 1-228 AWNINFT KOMIE PHI/S-211
 

HOWARDAFOSI DET721 AL PH//CC/I 
ACCT FIPA-EWOK
 

UNCLAS 6f
 

SERIAL: PA1S1221302 

ELSALVADOR 
SUBJ: TAKE -- SPEAKS DAY 
COUNTRY: 

4 OF6 SHAFIF HANDAL ONRECONCILIATION 

RADIO ANDREF: PA1512212il2 SAN SALVADOR TELEVISION NETWORKS 

SPANISP 1I1IT5h//OF OUR NATION.
 

TEXT: 

TO TCTHE AN PAPTiCIPATEtIEXT7; IT;S A TI5 LOOi. FUTURE IN 

IS2 iS291 $l78T'
 
CONTRIBUTE COUNTRY'S DEVELOPMENT. IS ORANDAND TOTHE THERE A 

TASKFOREVERYONE. 
THERE ARE STILL AGREEMENTS THAT HAVE NOT SEEN FULFILLED. THE 

CON"TM!T TO CONTIHE FULFILLINC THE AGREEMENTS UNTIL THE END HAS 
BEEN ASSUMED.CLEARLY 


THEDECISIVE 1993 APONITICAL WILL
YEAR IS COMING. STRUGGLEBE 
WAGED THE OF WHICH WILL INTHE1194IN1993 IESULIS BEMEASURED 
ELECTIONS. TE FilN OFALL FOCE$ CUIOITTEBOPES TEAT A GOVEHiiMENT 
TOTHEDEMOCRATICCONTAINED ACCORDSPROGRAM INTIE PEACE WILL EMERGE 
VICTORIOUS FRO THATSTRUGGLE. 

Of CHANCESGlOVIllGTIE WORLDIS FACING ANHOUR AND 
INTriDEPENDEHCY. OWLCONTINENT ISALSO FILLED WITH NEWS. LAST IEl
 
THEURUGUAYAN REJECTED GOVERNMENT'S NEOlIBERAL PROGRAM.PEOPLE THE 
O 1 NOVEMIER THEPEOPLEOFTHEUNITED STATES SOMETHING0D SIMILAR 
INTHEPRESIDENTIAL ELECTIONS. tAPfLAUSE)I NOTLONG TEAGO 
BRiAZILIANS SETA'GOO DYFIRING PRESIDENT OF HElIlEXAMPLE HE 
COUNTRY,A CHAMPION OFTHE MODEL,NEOLIBERAL FOR CORRUPTION. 
VENEZUELA WASONCE BYEVENTS IN THE TEAGAIN ROCKED THAT, ENO VEOE 
RESULT OF WIDESPREAD CREATEDDISSATISFACTION BY SIMILAR CAUSES. 

THEAFORIMENTIOND MAE THATDEMOCRACYCANNOTEVENTS IT CLEAR 
EXIST WHEN INCREASES, THERE BE DEMOCRACY POVERTI AND CANNOT WITHOUT 
SOCIAL JUSTICE FOR POVERTVDEPRIVATIO.ANSOLUTIONS AND 
IUAPPLAUSEII
 

ALTER THE OFSTATIST INEASTERN EUROPE THECOLLAPSE SOCIALISMI AND 
SOVIET UNION, THERE TEll HOINDICATIOS THAT CRISIS HASIl 
iOTTOR IN THAT THAT IY THE INCREDIBEREGION. ISUNDEiSCORED 
iRUTALITY OFTHEWAR IN THE AN ASIlAINYUGOSLAVIA AND SOUTEii 
REPUILICS OFTHEDiFlACT SOVIET UNION. ATTHESAME OUTDATEDTIME, 
ECONOMICCOMOTIONS AND IRA| WREPOLITICAL PENOMENA BELIEVED TOK 
iSIED INTIE PAST NOV InWESTEIl EIOPE.ME TAKING PLACE 

IANUWILE, POVERTY, AND AMONG OrHUNGER, BACXWADNESS TO-TIRilS 
GlOWING RESPECTHUMNKIND ARE WITH TO TIE IIICI COUNTRIES OFTHE 

MODTI ANDIEST. E ARE OFREADJUSTMENTFACING APERIOD ANNWORLD 
CANIGE. OU AND PLACES USINAllPROCESS OF PEACE DEMOCIACY 
ADVANTAGEOUSPOSITION. W1HAVE TO0tTE POSSIBILITY TO MOVE A 
CONCERTED AZ AVOID POLARIZATION CONFRONTATION. 11 HAVEEFFORT AND 
TIE OPPORTUNITY TOIVVWTOWARD AD REGIONAL AS A INTEGRATION PEACE 
SAFER FOR SVWLE ADVANTAGEOUS OFHAIKE THE AND INCORPORATION 
CENTRALAMERICA INTOUIAY'S FAST-PACED WOULD,THEEBlY AVOIDING 
CORROSIVE ISOLATIONISM. ACAIE TOMOVE THEVENAVE TOWAD 

OrMODERNIZATION TiE RECOGNIZED PRIWiTIVE CAPACITY OF0 PE PLE. 
NOTTOWARDCONSTANT OFVDERDIEVELONI[ET.THE WORSENING 

ONLY PEACE. DEMOCRACY,SOCIAL JUSTICE CANRUE TELIIRTY, AN 
MIRACLE OF3USTAINALE DEVELOPMENT HENAVEBEGIN. LAID TIE 
FOUNDATIONS TOACCO THIS. FOUNDATIONS AE CAST FROMISI THOSE 
TENSOFTHOUSANDS RUCAAND SUFEIING OFALL 0OFLIVES. BLOOD, THE 
NAVEFALLEN IN TIE WA WE LEAVETHAT NOW BEHIND. 

11011 151151 FC/LYN/LAR LLSLI$12.111 1!/21261 DEC 
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P 1521311 DEC 92 • 
FMFIs CIIVA CBIVA PH 
TO AIG 46177 
Dil ONDCPIIOR// 

..................8651908 


TAC ACCIS FACILITY LANGLEY AFB//ACCISI/ 

JICPAC HONOLULU HI 

PANAMA CANAL COMISSION BALBOA PM 
C0RIII1DE CORDIAL P/IIIAGPP-EAC-AII 
FASTC/TAI WRIGHT PATTERSON AFB ON 
US SECRET SERVICE WASHINGTONDClIID-FIB/I 

NAVIHVSERVRA FTAIADOI PH//ISFA.NF// 

FBIS RESTON VA//MIL// 

FUIS RESTON
VAIIPOLCI// 

CDR747THMIBN GALETA ISLAND PH 

USHIW BE//SURVEY SECTION//SHAPE 
2IND CEN FTBRAGG iCAH DIV INiEL 

FAISA FT BIR= C 


CORPS INTEL CEN FT BRAGG Hl 
DA AINS VASHINGTON 
XVIII ABN 

DC 
HO DA WASHINGTONDC//DAMO.SSM// 
lISA AIS ROLLING AB DC 
COWIANTAREA COGARD NEW YORK NY//Al// 
SECSTATE 	 WASHINGTON C//AA/C[N/ES// 
SECSTATE DC/lANA/PAN/IVASHINGTON 
SECSTATE WASHINGTON DC//INI/ISD/DC// 

Al[ISASSY GUATEMALA 

AMNiASSY MANAGUA
 
IAIEASSY SANJOSE 

AIEWASSY SANSALVADOR 

AMWASSY TEGUCIGALPA 

AMEIBASSV PANAMA 

C011
S-17 IUF INFTDAVIS P/-211 

CON 3/7 SFCA FTWILLIAMl DAVIS/IS-211 

CON
USARSO FT CLAYTON Pl//SOIN.FI// 

USAISO FTCLAYTON PI/JSON-PHI/CDR 
FIS KEY 	VEST FL 

FRIS ASUNCION PA
 
FT GEO GMEADE RD//6222/I 

CONAIRCARIB ROOSEVELT ROADS
PO
 
COHNISCOM WASHINGTON DC
 
MCORINTCEN QUANTICO VA
 
COGARD WASHINGTONINTELCOORDCENDC
 
USCOIRSOLANT
 
IcSFCO ROOrhM
PM 

MR PIJ/S-2//
 
CD 1-221 AVN INFT KOK PMIIS-21/
 
AFOSI DET 


o I-SOS 	INFINHOWARD 

721 HOARD AIR PI/CCI/
 
ACCT
FBPA-EWDK 

6F
UNCLAS 

SERIAL: 	 PA151221312
 

ELSALVADOP
COUNTRY: 
SUBJ: 	 TAKE HANDAL ONRECONCILIATION5 OF6 -- SHAMI SPEAKS DAY 

RADIO AND NETWORKSREF: 	 PA1712212952 SANSALVADOR TELEVISION 

SPANISH I517I1i///OW LEAVE
BEHIND. 

TEXT:
 

NEW MODELS THAT
IOEXI), 	!HEY LEFT US WITH THECHOP! OfSEEI HGI 

!S2135Z 

COSINE ECONOMIC AND EFFICIENCY Will SOCIAL JUSTICE ASCOULD GROWTH 

THIS REQUIRES
WELL AS SUSTAINED DEVELOPMENT WITH DEMOCRACY. 

CONCERTED CREATIVITY, DEEP STRUCTURAL CHANGES STABILITY,
EFFORTS. 
AND THE ABItITY TO GOVERN. 

THIS WILL BE THE ESSENTIAL CONTENT OFTHE POLITICA. DEBATE Ik 

193 AND I AN REFERRING TO ALL THE FALLEN, TO ALL THOSE WHO1994. 
HAVE FOUGHT ALONG WITH US AND TO THOSE WHO FOUGHT WITH THE ARMED 

SIDES ANDINEIR
FORCES. 	 I MI1ALKIK ABOUT THE VOHOD ON BOTH 
BOTHVERELATIVE, 0 A R OrTEN RELATED TOFIGHTERS ON SIDES. 

WERE BEING ONWOO 	 KILLED VITHOUT EITHEIIANTALKING ABOUT THOSE 
TO ALL OFTIEM. 

TiE FLuN ALSO TO ALL THOSE WHO, BEING SONS
SIDE INTIE CONLICT. VE PAY ATilRIJTE 

WAITS TOPAY ATRIBUTE 
TO GIVE tHEIRPEOPLES O THE WORLD, CAME HERE 

LIFE, BLOOD, 
AND DAUGHTERS Of OTHIER 

ORi FOR COWCH IDEALS. (IAPPLAUSE)I 
EVISO TO GIVE SPECIAL RECOGNITION TO THE CONSTANT CONTRIBUTION 

OF ALL CRUiCHES 11 TIE SEARCH AND WE TOFORPEACE JUSTICE. WISH 
AND WUISPARTICULARLY IITION TiE WORKFORPEACE BIGHTS DONE ITTIE 

CATHOLIC ARCHiISHOPRIC OF SAN IAPPLAUSEI)SALVADOR. 
If WISH10 PAYTRIBUTE MANY PASTORSLOSTTOSO PPIESIS AND WHO 

PERSECUTED Ol EXILED. IIAPPLAUSEII THE JESUITTHEIR LIAS ORWERE 
ARE THE SYIBOL OFTHEM ALL. I(APPLAUSE''
PRIESTS, 	 WHOWRE I iRNiED, 

OF
11 ALSO VANT JOURNAL ATTHEEXPENSE10 RECOGNIZE THE ISIS WHO 
FORTRUTH IIWPLAUSIIAD PEACE.HUIROUS LIVES OPINED UP RO 


iHEFiHl VISES TOTIANK SECRETARY BUINS-GHALI TiEGENERAL i 
9 SALVADORMTlEIR DEDICATION TO Tie CAUSEUNITED NATIOS FOR 

GENEIAL'SPEACE.IIAPtAUSII VE WIS TOTiANK Tit SECRETARY 
VALL SECRETARYJAVIER PEREZ D CUELLAR,AS ASTIE 


GENERAL'S GROUP OF FRIENDLY COITRIES. IIAPLAUSEI)
 
VE WISH TIANK ONCE ANDTHE 


PREDECESSOR, 

TO AGAIN CUBA SANDINIST NATIONAL 
WS SUPPOIT AD TKINLIBEIATION FNIITh FSiN, FOR IHEIR SOLIDMITY 


COOPERATION H1ATTAINING PEACE. 1OK BOOS,lISTLES)i I WILL
 
IT SO 	 TOREPEAT YOU CN SiOUT AGAIN. W VISH TIANK OICE MAIN =A 

ANDTHEFUN BOOS. FORTHEIR SOLIDARITY WS(I9 NR WISTLESI) 

SUPPORT AND THEIR COOPERATION I1 ATTAINING PEACE. IE
DING TIE WAR 

VISH TOREITERATE OUl RECOGNITION OF MEXICO FOR ITS UOINITED
 
HOSPITALITY 10 Ti NEGOTIATION AND
PROCESSTOWflOF US. 

ITS DYNAMICif EIIESS OUR(IAPPLAUSE)) RECOGNITION O SPAIN FOR 
AND TIE ORGAIZATION 0INTIE FILFILLPIENT P TIE AGREEMENTS 


IE NATIOILI VILIAN POLICE.
 
WEWISP TO10 AC 


ROLE 

POLITICAL AND 
FORPEACE1 

AIN RECOGNIZE THE ECONONIC 
IN iCORIITIIHT O TRE UNITED STATES INTIE CASE 

COUITIT. 	IIAPPLAUSEII
 

111ORE)S15111GG/LYNILAN LLSLISI. DIE 15121211 DEC
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TEXT:
 

''TEXTo, V'THiNiALLTHE COUNTRIES WHO MI DONATIONS AND 

1521371Z o1294 SVTTal~ 
PROVIDE OTHERTYPES O TECHNICAL ANDECONOMICCOPERATION TO HELP 

OURCOUNTRY COUNTRIES AS SPAIN, SWEDENINITS RECONSTRUCTION. SUCH 
NORWAY, CANADA, THE OTHERS TODENMARK, ITALY, EEC, AND CONTRIBUTE 
THELAND PROCESS,ESTABLISHMENT PNC,TRANSFER THE OFTHE THE 
OPERATION O TIE NATIONAL CONSOLIDATIONCOIISSION FOR TIEe OFPEACP, 
THEAD HOC TRUTH AND SOCIAL PROGRAMS.AND COMMISSIONS, SEVERAL 

TIE SALVA AiPEACE WS KNOCSACY PROCESS IS hEDOUTEDY iN 
EXPERIIMNT THAT onTi SUPPOTIK INISWELL tCAUUSE IT ENCOURAGES 
ANDCREATIVE SOUTIONS. IT IS A CONTRIBUTION TOLIFE, NOTTO 
DESTRUCTION AND KATI. ITIS A CONTRIBUTION THAI DIGNIFIES AND 
STANDS OUT. 

If ARE IMMENSELY GRATEFUL FOR THE AJIPLEINTERNATIONAL SOLIDARITY 
VITH OUR AND THANK ALL O HAVE US 14STRUGGLE,WE PEOPLE ENCOLAGED 
THE PAST AND WO ME ENCOOAGING US NOV TO CONTIN OU STRGLE. 
IIAPPLAUSE)) 

MOVED IV GREAT EITIO ANDADMIRATION, IfSEND OU VMI(ST 
GREETINGS TOOUR COMIADES WO AS OF YESTERDAY WERE COMBATANTS AND 
LEADERS OF OUR GIERILLA ARMY. AND SNOUTSPIIVINCIILIE (I(APPLAUSE 

CONAS, NEW REVOLUTIONARY TAt2S --NOV PEACEFULONES--AWAIT 
YOU.ieDO NOT DOUBT VILL TO OUTYOU SOON LEARNCARRY TEIER AND V#AT 
YOU DOSOElFFICIENTLY.VILL 


VIVA PEACE VIVA DOIICRACY! VIVA EL SALVADOR' (IAPPLAUS1II
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.rext' of UN Propoa on Lnd"TW 
in Sp ishP.41610164192 Mexico City NOTIMEX 

2256 GMT i SO c93 

("Text" of UN proposal on land tanser submitted by 
to the,utrusuhad

UN Secretary General Bumms 
doran Government and the Farabundo Mani National 

Liberation Front. FMLN. on 14 Octoberi 

[Text] New York. 15 Oct (NOTIMIXO 

Proposal on Land Transfer 

1. Introduction 

I. The proposal submitted in this document falh within 

the framework of the UN venfication of compliance of 

the agreement between the Salvadoran Government and 
Nationl Liberation

the FMLN [Farabuno Marti 
Front] as of IS September 1992, in accordance with the 

timetable that was rescheduled on 19 August 1992. 

2. After examining the alpricultund situation in E3 Sal-
financialvador. the availability of land. the shot-tem 

the future, the economicthe outlook onresources, 

restrictions of the country, the conditions imposed by 


the donor countries. and considering the needs of the 

actual land. 

former fighters of the two sides and the 
the secretary generalthe strife.torn areas.holders in 

IANNEX 

presents the following proposal for the implementation 
of the relevant pats of the agreements. 

II. Considerations 

A. Potential BeneflciarieS 
and the Salvadoran3. Former fighters of the FMLN 

Armed Form (FAES) over 16 years of age (Day D. I 

February 1992), regrdless of their family situation, will 

be the beneficiaries of land transfers. Landholders in 

what used to be strife-tom ares defined in the agree

ments. including the repatriated persons living in those 

zons, will also be beneficiarieL. 

toab a muimum p( 47.500 DefZons al.4. TWh 
7,U former rMLN

mately distributed as' folows 

fighters. induding handicapped fighters; 15.000 former
 

FAES fighters and 25,000 landholders.)
 

L SG of the Lad PaCeS 

S.Considevig he different variables that deterin the 
viability of a land parcel to maintain a family, nmnly. 

tye of soil puuctim potentiaL typ of producutL 
. market, infrastructure. etc.. ittecnology. 	

was 

decided to employ the criteria of the Salvadoran lnsti 
whereby the

tue of Ararian Transformation LISTAl. 
as

size ofa land pared varies accordingo the typie ofsoi 

TYpe Sell 

2 iN 
-' . R , 
so VZV 	 s-


7_M__
O n v____vm 

2 mz of aoil types I and 1criteriLaAccordflto t 
a 5 = of sol types V and VI to a 

would be the 
beifJciiST. 
6. If the Iand owners an willing to sell. the tenants will 

they curnty occup, as Iong as th
remain in the ot 
size of the lot does not exceed the maximum established 

in the cha and isnot smaller than half the size of those 

measurements. In case of relocation, an equivalent piece 

of land wil be asied following the same cntena. 

C. For S1 pymst amd AW ado 

7. The Salvadotm Government will guarntee the con

ditions that will peranit former combatants from both 

sides and tenats to have access to the aforementioned 

extensions of lad. 

S. Based on the average price paid by the Land Bank. the 
will be enough to 

estimated total value of resources 
acquire the established extensions of land. Measure

ments should be taken to prevent.speculative pressures 

on the market. 
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9. Regarding the forms of payment for the beneficiaries. the 
in terms of the Agrarian Reform

conditions established 
(payment in 30 yeas. 6 percent annual interest rate, and a 

considered acceptable. When
fou..)Car &Mce period) are 
rotating funds ane established, measures should be taken to 

ensure benefits ain distributed equitably. 
awd to 

10. In prncie the beneficiaries s"ould be 
or 

decide on the form of aPPMropriationndividuI5y 
in mind that the selectio. of the,ollectively.beariDI 

, forindividual or collective form is clearly ata 

cISAMin, the Agr Bk.Reform. ew 
""ef-'a-e, an the uivid .. "ted is still available after the situation ofcmmt laoldurs is eizdo 	 fomafle-adledoenurhased formula the Land method, ,---,,--30 em the cledei oeinterest of the purhses bindivisof formula willundivided. will expedite the transfer and Aproriton 

of land. In some cases, however, it will be necessary to 

comply with the conditions stipulated by the donor 

countries for the use of funds. 

clr. Consequences 

A.Teod ANeeW ad Neceauy LAW and COuMOAvailailitythoseA,,ngii 

I1. To estimate the needs and consider the distribution 


mz is calculated to be the

of land in El Salvador, 6 
average size of the lots to be apprOpriated. Given the 

number of potential benflcai between 175.000 to 
will be necaM, depending on whether

237,500 m or 
tenants have W measuting the minimum 

most 	 asl permitted-aimum number of mm 

12. The amount of land availale has, been estimated at 
m. This includestate land aredy verified85.000 

(25.000 mz), land measuring mon than 245 bectarl 
Bank in munc-

(13.000 m4)land for sale at the Ld
ational Reconstpslites considered priority in the 

tion Plan (27,000 m), and land offered for sale at the 

Land Bank in the rest of the country. 
ofs dbetermined onc 

13. The total availability of land will be 
the Special Apsrian Commissio (CEA) of the National 

Copsa.Commission for the Consolidation of Peace, 

verifies the Land inventory presented by the FMLN.
• 

sa Cutestt
3.Total Value of Necessary Resew=S 

Availability 


14. Using the averep price of sales made through the LaMd 

of1 necessary reurces maza thlmne Jnutota tvalue
Bank up to 31 August, equvalent~nj 6OgLe 
million U.S. dolla. The cash disbur emet 

IS. The value of resources that will be avable from 

now until February 1993 is approximately $46 million. 

including foreign ($23 million) and internal financing for 

the estimated value of the state land ($23 million). By 
February 1993. additional foreign resources equaling 
$12 mllion will be available. 

16. As the program advances and land is transferred. the 

secretary general will offer his good offices to support 

As a
obtain additional financial resourcesefforts to 

significant contribution to the peace process. 

C. Phases for the Transfer of Land 
17. The Salvadoran Government will immediately draft 

the timetable con
land Uasfer program based on a 


mind below.
 

A. First phase (emergency plan): From October 1992 to 

January 	1993-During the fr phase, appmximately 
s to 

eficiaries will be compensated. Priority 

to former FMLN fighters who win receive all 

the land thThenalatnhoder is 

willbe donC inallocation of land to former fihe 

the followingof . 1)42 state propertie thathave
 

Wraldy (whe landbolders are sreadythere),2)y ~verfed 
es of the state (ISTA and others). and 3)

Other - -e-
Nqpt~dMon Private properties will be condue 

ilulaaiusr those already verifletd (63 out of llI), 
incuded in the FMLN inventoy (with priority

iven to do ls of 537 -ernies and those alady 

of'esd by the LA Bank. 

The 346 million available in this phase will make it 
st an avm price of

osibe o transfer 77,000 mz 
oMOD per manmna. That includes 33.000 ma wned by 

the stan with a estimated value of $23 million and the 

acquisition of 38,0 m. 

3.semd phew From February to April M sb 
ato the avail ality of lands. Mun this phas, 

Thenmillio wil be available to purchase 20.000 m 
,O0 ma available, but an additional 12.000 mz

will be nthe aM average pricm thewill be nded. 
a maximum of

number o beneficiaries could reach 
4,000-1,600could be settled immediately, whereas the 

2.400 would have to wait for the additional 
e m .ai

12000 mz to becoMe available. In those lands where the 

Ownerip of currm adholders is not lepized, the 

allocatio is to be conducted equally between former 
any left pedin8figters of the FMLN -if there afrom the first.pae-nd the FAIS. 

ASis&0s-vdte 
C. The third phase will begin at the completion of the 

During these Phane.the remaining 2, 100 
second phas 

beneficiaries will be given land. Approximately 140.500 
mz would have to be acquired. which would need S55 

million in additio financin. 

remaining in the hands of landholders until all of them 

settled. Henceforth, tenants occupying land whose 
am 
Owners do no wish to sell will be relocated. 

Il. For the purpose of guaranteeing to the landholders 
the ownerhip of land until the conclusion of the final 
legalization process. it is recommended that all 	the 

beneficiaries receive temporary allocation figures as pro

visional title deeds. 
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19. Fulfilling these goals will demand an intense effort 
and good faith on the part of the governmenL Strength-
ening the operationtal capacity of the Und Dank and 
ISTA (or. if appropriate. the National Fund to Finance 
Agricultural Land, Finata) is recommended to encourage 
a swift transfer of land. chiefly through sales operations. 
Itis assumed the Salvadoran Government wi con
tribute the operational costs. To implemeat time goats, 
technical asistance from the World Bank and the Food 
and Agriculture Organization may be requested. 

D.Orgaalzadoaal Stutmu 

20. The extraordinary nature of the land tuer pro
gram conceived under the peace agreement and the 
urgency to implement it make itneemsary to establish 
management (coordination) that will be necopized as 
executive authority to direct in an ordely lmion the 
actions of the Agriculture and Livestock MnistrY, ISTA. 
the Land Bank, and Finata on al aspect Pertaining to 
the implementation of the land progpim. 

21. Also. to fciiitate the implemmtation of the pro
gram. tere must be a supervision ad Mwe-up con
minion involving the panies (Salvadora iwwnent 
and FMLN) and Copaz (through the pro4empr coor
dinator ofCEA) The UN Observers for El Salvador wili 
advise the committe. Te committee will onsolidate 
information on teants md former mmbnU and 
ensure compliance with the program. Eventualy. it may 
have an auxiliar ogaization to sqm it inthe 
identification of land for punhlum and to prqpse legal 
and administrative measures. as well a osi kinds of 
measures to facilitate the transfer o hat 

22. The actions ofthis committee are not desrimental to 
the verification mandate of the CE and Cop. but win 
complement it. 

23. The manager-coordinator wil immefdiniy initiate 
the preparation ofthe "emergency pla" for implemen
tation of the transfer program, having outlined the goals 
and the timetables. This pla, as well! a ie overall 
pro rm, will be presented for the consida 9ol of the 
above-mentioned supervisory and follow-up committee. 
aimed at guarnteeing the full cooperation of all the 
participating parties. 

. Guanntees Followfig the End a t mined Ceafidc 

24. Given that the transfer of land i continues after 
the end of the armed conflict and pending a tisfactory 
legal solution of the landholden problems in the stife-tom 
areas, the government win guarantee to the currem residents 
that they will not be evicted until the situatim has heen 
resolved. The government will make known this dcision
based on the framework of the peace proceso-I. the land
owners through a widely disseminated public communique. 
Should the need arise, the government will issue adecree to 
guarantee such a decision. By the same token. die FMLN 
will do everything in its power to prevent ay ilegal 
occupation of lands. 

AMERICA 


25. The former FMLN combatants will receive acertificate 
of the right to the transfer of land at the time of their 
incorporation into civIift institutional, and political life. 
The former combatants will have access to the supervisory 
and follow-up committee through their rcpresentatives to 
solve the pending cases for land assignments. 


