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SUMMARY NARRATIVE STATEMENT

I. POLITICAL SETTING

In the wake of recent events leading up tc and following
the February 1977 elections in El Salvador, the political climate
has been unsettled. United States' concern over human rights and
.Congressional hearings on the Salvadoran elections and related
developments put some Salvadoran government officials on the
defensive. It remains to be seen whether these transient events
will significantly affect long~range economic development and the
U,S. assistance program.

The period of transition between governments has, as might
be expected, generated some uncertainties, but the Mission is
maintaining a normal dialogue and is confident, as a result of
pre and post electoral pronouncements, that present government
priorities, described below, will be supported by the new ad-
ministration when it assumes office in July.

II. SUMMARY OF SOCIO-ECONOMIC SITUATION AND DEVELOPMENT PROBLEMS

There are two major economic and social problems in El Sal-
vador: (1) imbalance between the growth rate of the workforce
and new job creation, and (2) extremely uneven income distribution.
The underlying causes continue to be a low economic and high popu-
lation growth rate, low levels of education, poor health and nu-
trition, and distortion in the ownership of noan-human productive
assets,

The annual growth rate of real Gross Domestic Product in El
Salvador between 1970 and 1975 has been about 4.8% in real terms
with an average annual population growth rate of about 3.3% during
the same period., The implied average annual per capita real growth
rate of 1.5% is not sufficient to signifieantly izprove standards
of living in the near future, Moreover, the 1income distribution
pattern of the past decade has not improved, and the larger part
of the gains still go to the higher income earners thus centribut-
ing to a widening of income disparities.

Although the annual population growth rate is now estimated
to be about 3.0Z, because of earlier growth the labor force 1is
projected to grow for the next 10 years at about 3.57 anmnually.
Accordingly the economy has to provide 50,000 to 60,000 new jcbs
annually to avoid increased unemployment. In 1976, unemplovment
was estimated at about 18I of the available workforce which is
80% more than reported in 1971, To promote more equitable dis-



tribution of income by providing job opportunities to unskilled
workers is the most critical challenge that confronts the Govern-
ment of El1 Salvador.

III. SECTORAL OVERVIEWS AND MISSION STRATIEGIES

A, Agriculture

In addition to providing a livelihood for 607% of the
population, the agricultural sector plavs a central role in Sal~-
vadoran economic Jevelopment through exports of traditional crops
~ coffee, cotton, and sugar - which amounted to about 60% of all
exports during the last ten years. It should also be noted that
agro-industries account for 67 per cent of all industrial value
added and employ 70 per cent of the industrial workforce.

Host Government Objectives and Programs in Agriculture

The objectives of the Government of E1l Salvador (GOES)
for the agriculture sector as cited in the Five~Year Planm for
1978-82 are: (1) to increase income and achieve more equitable
income distribution; (2) expand emplovment; (3) increase both
traditional and non~traditiomal exports; (4) promote import sub-
stitution, principally in basic food commodities; {(5) promote
social mobility; (6) conserve and develop renewable natural re-
sources; and (7) promote balanced develcpment among the various regions
of the country,

The GOES has engaged in a number of activities designed
to serve these cbjectives. The (enter rfor ‘Research, Extension, and
Education (CENTA) was intemmally recrganized creating a separate
Center for Agricultural Education (CENCAP) which had the effect of
giving agricultural education a higher priority and greater budgetary
strength., A division of seed technology was also established which
led to an increase in production of improved seed for basic grains.
In addition, the Ministry of Agriculture (MAG) independently up-
graded the salaries for CENTA staff thus sharply reducing the high
rate of personnel turnover., The Agricultural Development Bank
increased credit for production of basic grains to small and medium
farmers, especially members of cooperarvives; and the GOES initiated
a grain storage program, which included construction of seed proces-
sing and small scale irrigation facilities, to encourage and support
the basic grain production objective.

In June 1975, the GOES passed a law creating the Salva-
doran Institute of Agrarian Transformation (IS8TA). 1Its aim was to



improve the social and economic conditions of the rural poor, pri-
marily by establishing more equitable and saecure land teanure rights
.for lower income farm families. However, private sector opposition
* forced an amendment which weakened ISTA considsrably by eliminating
" expropriatory powers and restrictipog its actioas to making cash
, payments on veoluntary land sales. The new law permits confiscation
of farms only in the event they do not comply with certain "social
betterment”" and "maximum productivity' standards, thus seriously
_limiting the effectiveness of public sector agrarian reform.

There are several donors providing assistance in support
of GOES agriculture sector objectives. The Inter-American Develop-
ment Bank (IDB) is financing a research and extension project in
basic grains with CENTA and an agricultural credit effort through
the Agriculture Develcopment Bank. The British Sovernment is financ-
ing marine fisheries development while the Canadian Intemrmational
Development Agency is sponsoring an inland fisheries program.

The current draft of the agriculture sector five-year
plan (1978-82) calls for a GOES gross investment in the sector of
"more than $240 million. This compares with about $40 million during

: the five-year period 1971-75 (the last five years for which data are
available), This plan has not yet been approvecd by the new admin-
istration and may be somewhat over—-optimistic. However, it iandicates
that the GOES planners see the agriculture sectecr as plaving an
important role in the future economic development of the country.

The Mission's Agriculture Sector Strategy

The target group to which USAID assistance in this sector
is addressed consists of about _two  million people (83 per cemt of
the rural population) with annual incomes of less than $225, Sixty-
five per cent of the target group are members of extended farm families
residing permanently on farms and about one third are landless farm
worker families,

The most serious constraints to achievement of income and
employment objectives of the target group are: (1) the small land
base and low quality of land of the target farmer; (2) the land
tenure situation which prevents rtarget group renters Irom zoving
into perennial crops; (3) the lack of production inputs including
credit at the small farm level due to inadequate delivery systems;
(4) the low level of available small farmer technology; and (5}
the inefficiency of the marketing svstem, especially for such high
value commodities as coffee, and fresh and processed fruits and
vegetables,



In light of the seriousness and future implications of
these constraints, and taking into account information provided
by the AID financed 1977 Agriculture Sector Assessment, it is the
Mission's strategy to support stated GOES cbjectives. The assess-~
ment points out that, at present, a better approach for achieving
the objective of increased employment and income for the target
group, is to redirect attention away from basic grain production

.and toward proven alternative commodity mixes which are more land

and labor intensive, and which would yield a far greater return to
the small farmer.

The Mission will therefore advocate and gupport changes
in land tenure as well as changes in land use patterns emphasizing
labor and land intensive crops which maximize small farmer employ-
ment and incomes. The Mission will alse attempt to increase employ-
ment through support of activities which stimulate agro-industrial
and rural infrastructure development.

There are a number of alternmative program interventions
which the Mission can select to implement this strategy. For
example, serious consideration might be given to the provision
of long term credit for land purchase 57 small and medium farmers.

‘This would require the development of an effective mechanism or

delivery system to assure that credit reaches the target farmer.

A pre-condition would be a government policy encouraging the com-

mercial buying and selling of land. Af present GOES law requires

that all land sales transactions be handled through or approved by
ISTA.

A coordinated program to significantly increase the
plantings of perennials on small farms is also required to address
the problems of target group underemployment, low income and more
effective land utilization. This program would include medium and
long term credit, improved seeds, planting material and technical
assistance where required. A follow-on program would provide market-
ing assistance for these commodities wnen production begins. Pri-
ority should be given to increasing the nlanting of rust-tolerant
varieties of coffee on small farms in suitable areas.

A high priority should be given to the initiation of a
program designed te increase the production and marketing of fresh
and processed fruits and vegetables for U.S5. markets. Such an )
effort would require financial and technical assistance in both
production and marketing.

The long dry season and the limited land base, coupled



with the rapid growth in population, dictates the need for the
increased use of irrigation. Development of an irrigation cap-
ability in selected areas would facilitate the move to higher
value, more labor intensive crops by small farmers during the
dry season when these crops are in high demand in the extermal
market. Irrigation projects should make the maxioum use feas-
ible of hand labor.

For the small farmer, poor access not only means
higher input and marketing costs but also lower prices. Sigzni-
ficant improvement of access roads could be made at mimimal cost
using low cost pick and shovel labor that is so abundant ian the
rural areas. AID has financed a number of successful projects

of this type in other countries.

Finally, if El Salvador is to maintain the present pro-
ductivity of the limited land base, immediate steps must be taken
to change production patterns on steep lands. A large proportiom
of the land area is suitable only for forestry, permanent tree
crops, or pasture. The high level of forest product ioports and
the potential for the development of a wood preducts industry in
the labor surplus situation found in E1l Salvador would appear to
make the improvement of the forest resource base an attractive
development opportunity for the long term: Such an izmprovement
program could be implemented primarily using hand labor.

The Mission proposes to support several of the inter-
ventions mentioned above. In FY 1978 the Mission has proposed the
financing of two loan programs, one for small farm credit and an-
other for small farm irrigation. In FY 1979 the Mission is propos-
ing two additional loans, one in agro-industry and the cther a
multi-faceted small farm production program. ~

B. Population and Family Planning

Host Government Objectives and Programs in Family Planning

In 1974, the President of El1 Salvador annocunced a natiomal
population policy which reaflected a recognition of the adverse ef-~
fects of a rapid population growth rate (about 3.0% in 1976) om
economic and social development. Policy objectives are stated in
terms of family health, welfare, and the right of the individual
to information on ways to limit fertility. The GOES goal is to
increase the number of active contraceptors from the present 140,000
to 320,000 by 1982. It is projected that by that time, 37 per cent
of the 845,000 women in the fertile age group (WIFA) will be protected



by some form of contraception. From these prevalence data, it
is calculated that the Crude Birth Rate {CBR) will be reduced
from 40 per 1000 to 30 per 1000 between 1976 and 1982,

A broad spectrum of private and governmental entities,
supported in part by foreign donors, are invelved in an effort to
provide family planning services. The Ministry of Health (MOH)
and the Institute of Social Security (IS5S}, with the help of
the Salvadoran Demographic Association (SDA) (a private organ-
ization closely coordinated with the public sector), form the
backbone of the family planning delivery svstem. These organ-
izations are further supported by para-medical and non-medical
workers drawn from other GOES ministries participating in an
integrated population program. About 80%Z of the population is
covered by MOH and the rest is divided between ISS8S and SDA.
Their programs include: (1) emphasis on sterilization (about
15,000 annually), (2) use of para-medics %o reach remote areas,
(3) use of malaria workers, agricultural extensionists, military
personnel, rural promoters and satisfied users to help distribute
family plamming information and non-prescription contraceptives,
(4) delivery of family planning at factorv sites, (5) use of com~
mercial supply channels including machine dispensors at factories,
shops, barracks, etc., (6) use of educational T.V., radio and
newspapers to provide information, and (7’ bi-annual sample
surveys of the prevalence of contraceptive use to help gauge
effectiveness and program direction.

The total MOH budget for the year beginning July 1975
was $41.6 million, of which 87% was provided from in-country
sources. The budgeting procedure makes it difficult to separate
the expenditures for family planning or maternal and child health
(MCH) from this figure, but the Mission estimates that approximately
15%, or $6.2 million, was expended on MCH services.

The Mission's Population Stragegy

Recent axperience with family planning programs in Costa
Rica and Colombia suggests that GOES goals for reductiom of the
Crude Birth Rate are feasible. However, there are a number of
cultural, administrative and logistica. constraints, identified
during development of the Mission's Population Strategy Paper,,
which need to be addressed in order to assure achievement of these
targets., For example, in order to deouble the number of active
contraceptive users by 1982, assuming current resource allocation
pattemns and methods of delivering services, the MOH budget would
‘have to double. This, however, 1is considered highly unlikely by
the Mission given the fact that the health-populatien budget is



already 132 of the national budget. One alternative, of course,
would be to reduce the costs of mainotaining an active comtraceptor

\by shifting the provision of some health and family planning serv-
ices over to less expensive persoanel thus allowing for more ef~
fective utilization of high cost physicians. Physician opposition
to this approach, as well as other steps to increase the cost/
benefit ratio of MCH services, constitutes a serious obstacle to
achieving the desired expansion of family planning services. How-—
ever, observation tours for physicians and training of administra-
tors can be undertaken to help change attitudes, reduce oppositien,
and rationalize resource allocations.

With regard to cultural or socio-economic coastraints,
there exists a sufficient body of knowledge regarding the deter-
minants of fertility to permit ratiomal choices from among progranm
options which reasomably can be expected to have an impact on the
problem. For example, the Mission is examining implications of the
fact that women who migrate to cities tend to »e better educated,
have higher incomes, are better mourished, and are more responsive
to family planning. Family planning may catch on faster in rural
areas if efforts to provide services are complenented by other de-
velopment efforts to bring the education levels, earning capacities,
and health status of rural women closer to parity with their urban
counterparts. Achieving high enough prevalence of family planning
services in rural areas to reach 377 nationwide will be Zar easier
if the socio-economic status of rural women is improved.

The Mission is also particularly inrerestad in explering
the linkage between child mortality and fertility. With 753% of
all children malnourished and in poor health and family planniag
services still largely unavailable in the rural areas, we are
exploring integrated appreaches to both improve health and lower
fertility. This approach would involve cleser coordination of
interventions affecting delivery, where appropriate, of an inte-
grated package of health, nutrition, and family planning services.

The Mission proposes continuation of the Familv Planning
and Population project (149) to assist the GOES to address the
remaining constraints to achievement of its fertility control
targets. This project will maintain the flow of contraceptives
and other essential commodities and will provide training and
technical assistance in support of the government's integrated

rural outreach program.
Section 117

The Mission's activities already respond in some measures



to the concerns of Section 117 and will do so more in the future
through possible modifications of existing projects, particularly
in the areas of health and education, anc through new activities.

In Health, the Mission is presently completing, in col-
laboration with the GOES, a Health Sector Assessment (HSA) that
explores the relationships between fertility and matermal and
child health. While more needs to be done to document this rela-
tionship, we believe, on the basis of current information, that
reducing infant morbidity and mortality will help net only to
improve productivity and learning ability but also will gradually
encourage smaller families. Initial HSA findings support more
integrated plamning and coordination of all activities in those
sectors that affect health and fertility. HSA findings also
demonstrate the need to expand basic, integrated health, nutrition,
and family planning services in rural areas.

In support of the above findirgs, the Mission will be

- agssisting the MOH in its evolving program to provide expanded

services through the training and placement of rural health aides.
The Mission will also be assisting the MOH to revise its package
of services so as to focus more on prevention and family planning
which are perhaps the most effective means of affecting health and
fertility.

In Education, the Mission plans to focus on the primary
grades partly because we know basic educational needs have still
not been met, and partly because there iz evidence that in El
Salvador education, particularly in the primary years, encourages
significantly lower fertility. The Mission is also considering
ways of incorporating more information on population and family
planning into school curricula through the AID financed educational
TV project. In addition, both vocaticnal training for low-income
women with appropriate provision of familv planning information
and services and mass media campaigns are being proposed to en-
courage family planning.

These integrated activities, in conjunction with longer=-
range efforts to improve rural income, will, we believe, result in
a reduction in family size.

In summary the Mission intends to pursue a two pionged
strategy. First, we will continue direct impact programs by as-
sisting the GOES to make contraceptives readily available to the
bulk of the Salvadoran people. However, more emphasis will be
placed on commercial retail sales of contraceptives and the use



of community based personmel to deliver services. Secondly, the
Mission will identify every possible area where family planning
information and services can be meaningfully and effectively placed
and which emphasize literacy and employment, both of which tend to
reduce family size. We plan to incorporate family planning compo-
nents into on-going and future development activities and to aveid,
to the extent possible, counter productive, pro-natalist bias in
the design of future projects.

C. Education

Illiteracy remains a serious problem in El Salvador.
About forty per cent of the population over ten vears old is clas-
sified officially as illiterate, with the rate among the rural popu-
lation reaching 55 per cent.

A large proportion of rural youth are denied the oppor-
tunity to study beyond the second or third grade, while a signifi-
cant number of their counterparts in the urban areas are able to
progress through more advanced academic levels.,

Primary school drop-out rates are generally high, but
when the urban-rural breakdown 1s made, it reveals a serious
situation in rural schools, with drop-out rates before the sixth
grade often in excess of 80%Z of first grade entrants. Wwhat appears
to be a drop-out phenomenon however, is really a lock-out situation,
i.e., students who might have continued their schooling are unable
to do so because of a lack of higher grades at this level; recent
data show that 70% of rural schools do not offer the full six grades
of primary instruction.

Besides the problem of access to continuing education
services in the rural area, shortcomings exist with regard to
teacher preparation, appropriate curricula, and adequate iastruc-
tional materials. In addition to the above, a major problem fac-
ing the unemployed and underemployed urban and rural poor is the
lack of saleable skills for successful participation in the labor
market.

Host Government Response

El Salvador's present Education Development Plan (1978~
1982) gives a high priority to providing education and training
opportunities for poor urban and rural youth and adults. Access
to rural schools is to be expanded, rural schools are to be uti~
lized as community learning centers, and non-formal education and
training programs are to be strengthemed and expanded.
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However, Government authorities are faced with the dif-
ficult problem of expanding education opportunities and improving
the quality and relevance of the system at a time when a high
proportion of the Government budget is already being spent on
education.

This points to the urgent need for the GOES and the
external assistance agencies to develop innovative cost/effective
approaches to El Salvador's educational requirements. Besides
increased efficiency, access and improved guality within the present
formal system, imaginative new programs in non-formal education
must be introduced.

The Mission's Education Sector Strategy

The AID financed Education Sector Analysis revealed the
nature and magnitude of the bottlenrecks in the education system.
As already mentioned, 70 per cent of schcols in rural areas do
‘not offer all six grades of primary educatiocn. This information
has caused the Mission to reassess its position regarding school
construction, which was that another school building program could
not be justified in view of heavy investments in this area in the
past. The magnitude of the incomplete schocl problem, coupled
with evidence of a strong correlation between primary education
and fertility, led the Mission to conclude that assistance to
expand primary schools in rural areas should be a priority. The
Mission is therefore proposing an $11.9 wmillion program in FY 79
to improve and expand rural primary education,

The other focus of the Mission's EZducation strategy
centers on the provision of basic vocational skills training for
the urban and rural poor.

The Mission is therefore proposing for FY 1979 a three-
year $3.5 million project in Fundamental Education and Skills
Training to assist the Government of El Salvador provide an
improved and expanded national system of non-formal, short term,
fundamental education and vocational skills training. This system
could reach annually at least 15,000 urban and rural poor by 1980.
At the present time, the Ministry of Education already has a
skills training program, but it reaches only 2,600 annually.
Training and services of unskilled and semi-skilled men and women
will contribute to the reduction of the crizical problem of under—
employment and unemployment, and improve the ''poor majority's"
opportunities to share more fully in the economic, social and
political processes of E1 Salvador.



D. Health and Nutrition

Despite an impressive infrastructure including 14 public
hospitals and some 206 local and regional public health facilities,
and a relatively large proportion (13%) of the national budget
devoted to delivery of health services, only a small porticm of
the Salvadoran population actually receives adequate health care.
As might be expected, delivery of health services is less adequate
in rural areas where the highest rates of malnutrition, morbidity
and mortality are found. Also, too little attentiom is given to
preventive measures which would reduce the need for many of the
curative services now being provided,.

A major cause of death and illness attributable to the
public health situaticn is enteritis and other diarrheal diseases
which most seriously affect children under age Zive. This group
of debilitating diseases is directly associated with poor sanit-
ation and malnutrition, Respiratory diseases also figure high on
the list of major causes of death. Again, malnutrition is generally
an underlying cause for deaths of infants and children from these
diseases. Mortality data reveals that seven of the ten leading
causes of death in El Salvador are preventable by public health
measures, notably nutrition and sanitation programs focusing on
rural areas where the major problems exist,

Inadequate health sector planning and poor management
and administration of the public sector clinic system are major
constraints to improved rural delivery of the health services
needed. These constraints manifest themselves ir inefficient
allocation of human and material resources and inadequate logis-
tical support of coomunity based health delivery systems. These
problems are the result of insufficient numbers of both manage-
ment level people trained im public health planninag and admin-
istration,and paramedical personnel trained in the delivery of
information and services in rural areas,

Host Government Response

The Government of El Salvador's recognition of the
seriousness of these problems is reflected in the Five-Year
Health Plan (1978-82) which makes the improvement of rural
health a priority objective, Key program areas include rural
outreach through an expansion of the rural health aide program
focusing on maternal/child health, family planning, environ-
mental sanitation and health education.
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For the purpose of improving and extending services,
the GOES has requested the United Natiouns to cover physician
intern training and finance mobile team equipment. There is
also a potable water development project in rural areas sup-
ported by a $3.1 wmillion IDB loanr plus $400,000 from UNIGEF
with $3.2 million contributed by the GOE5. Two new programs
have been developed by the MOH which involve the delegation
of health services and promotion tasks to lesser trained workers.
These programs will utilize existing cadres of volunteer malaria
workers and health and family plamning promoters. As already
mentioned the relationship between family planning and maternal/
child health is recognized, and the MOH plays a major role in
the integrated delivery of both services.

While nutrition is a severe problem in E1 Salvador,
few actions have been taken to reduce prevalence of protein-
caloric malnutrition. However, a nutrition professional from
the Nutrition Institute for Central America and Panama (INCAP)
has recently begun to work with the MCH to analyze the nutrition
situation in E1 Salvador. A nutrition policy statement is cur-
rently being developed by the MOH and the Ministry of Planning.

The Mission Strategy for Health and Nutrition

The Mission's strategy is to focus upon the major
constraints to improved rural health delivery outlined above,
as ldentified in the Health Sector Assessment presently being
prepared.

Priority attention will be given to the training,

‘placement and support of the Rural Hezlth Aide, who will be

the mainstay of the government's rural nealth penetration
program. A two-vear grant project 1s teing proposed for FY

78 to assist the MOH in this area. In addition, adequate sup~-
port of these rural health cadres implies effective planning
and administration at all levels of the health delivery system.
Therefore, the second element of the Mission's strategy will
involve upgrading GOES capabilities in the areas of planning
and public health administration.

The Mission is propesing a follow-on $6 million sector
1loan for FY 79 to assist the MOH cont%nue its efforts in the
expansion of its rural penetration program which will include
among other activities a planning and zdministration component.
In FY 1978, the Mission also plans to assist the GOES implement
a nutrition program which will reduce prevalence of malnutrition
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through activities described in the Nutrition Iamprovement project
presently being developed. The PL 480 Title II program currently
providing food supplements to about 115,000 recipients, primarily
pre-school children and pregnant and lactating women, will be an
integral part of the nutrition effort. Although the izpact of
this program is not currently being directly measured, proposed
activities will generate information in the future which will
permit the Mission to better judge the appropriate role of Title
IT in overall health and nutrition programs. The initial target
group for the USAID effort in health will be atout 200,000 rural
persons who will be provided health, family planning and nutrition
services.

E. Selected Development Problems {Section 106)

Section 106 consists of diverse special development
activities which de not comstitute a sector as such.

This Mission will have several Section 106 actiwvities
that require FY 1978 and FY 1979 funding. The strategv of the
Mission in this area is to attempt to develop projects that are
either supportive of the overall development effort in other
sectors or that make a positive development contribution of their
own but do not fit into the agriculture, education, or health/
population sectors. - One such project is the on-going Multi-
Purpose Household Sample Survey, which will generate socio-eccmemic
data useful to the Mission and the GQES for planning, implementing
and evaluating programs in all sectors.

Other Special Development Activities consist of small
projects providing direct, high~impact grant assistance to com-
munity organizations and cooperatives that do not qualify for or
are unable to obtain assistance from other scurces, Focussed on
the rural and urban poor, these supporting activities are designed
to generate income and employment, increase productivity and pro-
duction, and integrate women into the development process.

Selected Development Problems Technical Support is used
also in a number of ways consistent with the spirit of Section 106.
For example, a consultant was funded to draft an OPG proposal feor
reaching thousands of women recipients of.-PL 480 Title II fcod
with family pilanning, literacy, health and nutrition infor=ation.
Other assistance includes a specialist in women's affairs who will
work with what is presently a loosely organized federaticn of wemen's
groups and the GOES to establish a women's affairs oiffice ia the
Ministry of Planning.

Among the new projects proposed for FY 1979 are the Szall
Enterprise Export Development project to support the production o2
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non-traditional, labor intensive goods for export. The goal of
this project is to reduce unemployment among rural and urban poor.
The Mission is also proposing the development of a project to
establish a Center for Computation that would train Salvadorans

to process and analyze the considerable amount of socio—-economic
data currently being produced by a variety of GOES ministries and
agencies.

Finally, the Mission is proposing a Municipal Develop-
ment project to strengthen the capacity of the Ministry of Interior
to assist small and medium size municipal govermments to improve
their administrative capability so tha: they can address the needs
of their constituents in such areas as sanitation, water supply,
markets, slaughterhouses, roads, and electricity.

It is clear that while a uniform strategy is inherently
inappropriate for Section 106 activities, the above projects com-
plement Mission activities in other sectors and provide a flexible
mechanism for responding to humanitarian and developmental needs
of the poorest majority.



Country El Salvador
Table I
Long Range Program Plan
(8 millions)
1979 Planning Period
1978 Request 1980 1081 1982 1983

Food/Nutrition

Grants 0.5 0.6 0.2 c.3 0.3 0.2

Loans 8.0 16.1 13.0 10.0 - 15.0
Population

Grants 0.9 0.9 0.8 0.7 0.7 (1))

Loans - - - - - -
Health

Grants 0.7 0.5 0.4 0.6 0.3 (2/)

Loans - 8.0 - - - -
Education

Grants 0.3 0.5 0.4 0.5 0.4 3.3

Loans 1.5 11.9 - 8.0 10.0 -
Selected Develop-
ment Activities

Grants 0.4 0.9 1.1 1.2 1.0 1.0

Loans - - - - 10.0 7.0
Total Functional
Accounts 3/

Grants 2.8 3.4 2.9 3.3 2.7 1.6~

Loans 9.5 36.0 13.0 18.9 20.0 22.0
Other Accounts

Grants - - - - - -

Loans - - - - - -
PL 480 (non-add)

Title I - - - - - -

Title II (1.2) (1.3 {1.3) (1.5) {(1.6) (1l.8)
Housing Investment
Guaranties {non-add) - (10.0) - - - -

i/ $20 thousand
2/ $30 thousand

:E/ Rounded, see footnotes 1 & 2



IV

DAP DOCUMENTATION SCHEDULE

PROGRAM ) | DATE APPROVED
YEAR - DOCUMENTS TO BE USED AS BASIS FOR PROGRAM PLANING | op SENT TO ATD/W
Original DAP o i Sept. 1973
DAP Revision % SRept. 1976
Arnalytical Descrizption of Poor Majoritw E July 1977
FY 1979 Summary Strategy Statement { June 1877 1/
E Sector Assessment (Specify): Agriculture - Part I 5 July 1977
Health & Nutrition ol 1977
E Other (Specify): Population Strategy Paper i June 1377
§Original Dap | I
iDAP Revision
é Analvtical Descripiicn of Poor Majnrity
i
FY 1980 Summary Strategy Statement
Sector Assessment (Specify): Agriculture -~ Part IT October 1978
i P
Other (Specifv): o
—— 1
Original DAP
DAP Revision
Analvtical Description of Poor Majority
FY 1981 | Surmary Strategy Statement
Sector Assessment [Tpecify): e
Other (Specifyd): L

i

1/ Submitted as part of FY 1979 ABS.



Country E1 Salvador

Table 11
Funding Levels for FY 1977, FY 1978, FY 1979
(in $000)
FY 1977 FY 1978 FY 1979
Food/Nutrition
Grants 1,065 520 375
Loans - 8,000 16,100
Population/Health
Grants 919 1,646 1,425
Loans - ~ 8,000
(Populationl/
(Grants) = (772) (917 {923)
(Loans) (-) (=) (-
(Health)
{Grants) (147 (729) (300)
(Loans) (- (=) (8,000)
Education
Grants 324 208 450
Loans 3,000 1,500 11,900
Selected Development
Activities
Grants 513 - 407 913
Loans - - -
Sub-Total
Grants 2,821 2,871 3,363
Loans 3,000 9,300 36,000
Security Supporting Assistance
Grants - - -
Loans - - -
Total 5,821 12,371 39,363
PL 480
Title I - - -
Title II 1,502 1,151 1,300
Housing Investment Guaranties - - 10,000

1/ Includes centrally-funded contraceptives.
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AGENCY FOR INTERNATIONAL DEVELOPMENT

ABS/CP SUMMARY - TABLE I

1« TRAMSACTION CUDE

A a ADD
C = CHammE
D = Dergre

‘. ABS/CP

[ OCCUMENT
CODE 6

5+ COORTRY7ERTTTY RV TRToN ne. | veam o 6 BREAU/OFFICE 7. CEGERAPHIC
EL SALVADOR ] R [os] 519 7]
8. TYPE DATA 9. TYFE ASSISTAMCE
] | = ABS 2 = ABS Revision 1 « ProuesT
1 1
D' 3 acP b o CP NeTiFICATION 2 = PrOSRAM
lo. 1 2' 13 ) 15. 1 6-
prosect) , 11, proszeT TirLe 8Zf |Est. laEPRoEElvagy |sRind 17 euocers an 8 oo
sea.~ | (40 CHARACTERS MAXIMUM) |0aL 1 AUTH TION CODE  {INDI—~
UENCE A58 CATOR)
NG, FINAL AY ov BY LOP
0174 : Intensive Small Farm : %
Management 78 | FN 213 G . 862 - - 11,169
0167 | Technical Support FN 290 oo 203 220 200
0182 |Nutrition Improvement®/| 2| 79| ¥ | 300 ¥ - 200 ! 200 | 400
i !
0184 |Small Farm Irrigation : ;
Systems b3 78 { FN 201 L ~ 12,000 - 2,000
0185 |Small Farmer Credit | 4| 78 | FN| 214 L | = |6,000 - 16,000
|
0191 |[Agro-Industrial De- ]
velopment 40 791 FN| 163 L - - 11,100 11,100
1
0192 |Small Farmer Develop-
ment 3 79 | FN 210 L - - 5,000 :5,000
0192 | (HIG) Small Farmer De- ! | i
velopment 3 L 10,000 p0,000
|
0198 {UCS Agricultural Credit i
0PG2/ P11 80| FN| 213 oY - 100 | 100 250
0194 jHealth Resources Center% E |
0PG ; 1 79 FN 320 GN - - 75 | 250
! f !
FOOD AND NUTRITION SUB-. & 11,065 | 520 575 12,069
TOTAL : L - 138,000 26,100 B4,100
; !
[
0149 ! Family Plann§7g and @ ; ]
Populations 1| 79| eu| 341 jsc | 400 | 500! 450 {4,694
Centrally-~funded ‘ : i
Contraceptives 372 332 332 1,489
|
z
0178 {Health Technical Suppork PH 590 Lo 90 77 50
i
0181 | Population Technical |
Support PH 480 5C - 35 43
] 18, oaATE DOCUMENT
| RECEIVED
] IN AD/W MM DD | YY
i} NSNS

AID 1330-7 (2-77)
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AGENCY FOR INTERNATIONAL DEVELOPMENT |1+ TRARGACTION COOC 2. ABS
E A = ADD mp
= TABLE IIl CatC {DCOERT
ABS /CP SUMMARY € = Cume DOEORERT
Smrﬂ"! :'!v?:fg:tﬂ. S.etﬂzglf'?lu f{':::u/m'c:” 7. CECGRAPHIC
EL SALVADOR . L fe. eont cooe
] l 7; 8| La_ |Lfes] 3519 7
8, TYr DATA G. TYFL ASSISTAMCL —
I = ABS 2 o ARS Revision | a PRoJeer
1 1
3 atP k2 CP NOTIFIQATION 2 o Proaman
10, | 1 12, 13, 114, 175, 6. T 47 $ oo
PROJECT . PROJECT TITLE SEE. E“S’ » b:r:_q gs&ﬁgeg‘é :ﬁ.. ., BUDGETS (1IN 000}
SEQ,~ (40 cHaracTeRs MAX IMUM) OBLIGAUTHSTION CODE IND 1=
UENEE oeL1& Ca ;
NG, FinAL ! AY oY aYy ‘ LOP
0179 | Rural Health Delivery ‘ {
System 1 78 | PH 532 | GK - 1 652 - i 652
4 é |
0188 | Ophthalmic Training i j 3
Prograx OPG 3 77 | PH 529 5 GN 57 - - 57
0193 | Rural Health Improve- 1 :
ment 2 | s|PE | 500 | GK - - 450 1,000
0193 { Rural Bealth Improve- }
ment 2 79 | PH 500 ! L - - 8,000 8,000
!
0201 |World Education (Fa-
wilv Planning/MCB) i
orc 4/ 3 | 78/PE | 530 GN - 50 100 150
|
POPULATION AND HEALTH R 916 1,646 - 1,425 §,042
SUB-TOTAL L - - 8,000 8,000
0170 | Fundamental Education l
and Skills Training 77 | EB 622 , 6C 239 - - 199
|
0168 | Technical Support 1 EE . 690 GC 85 98 50
0172 | Fundamental Education i _{
and Skills Training | 2 77 i EH 613 L 3,000 - - 3,000
0172 | Fundamental Education |
and Skills Training?/| 2 | 79 [EE | 613 G | - 200 200 500
0187 | Training for Develop— Lo
ment 4 78 | EH 600 L ; - 1,500 - 1,500
0190 | Improvement _of_Rurﬂ ) | '
Primary Educatiomn 3 79 ! EE 600 'L - - 11,900 11,900
0190 Improvement of Rural i ;
Primary Education 3 | 81 EH 600 ; GN - - 200 600
| ; a
l E 1B, oaTe oocumenT
. ; RECEIVED
b IN AID /W l ot et | D.D ‘ Yv
i { ! i } !

AID 1330-7 (2-77)
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1. TRANSAGCTIOW CODE

AGENCY FUOR INTERNATIONAL DEVELOPMENT . ABS/CP
ABS/CP SUMMARY - TABLE 11l € o trawar BOCURERT
- i e
/ - D e Driere €ODE 6
§. COORTRY/ERYTYY Tz, ogtgnenT 53%& & SUREAU/OFFICE 7. GEOGRAPMIC
. STMBOL B, CODE Co0E
EL SALVADOR (] 7|8 L o5 C 5197]
8. TYPE DATA Q. TYFE ASSISTAMEE
a ABS
{ 2 a ABS Rrvisiow i w PmoyCeT
3 acCP M o CP NeTiFiEaTION 2 « PROGRAM
I0, 11 12, [13, |14, }15, 16, 17
PROJECT] ,», PROJECT TITLE ggg. E.\S’T. éaf}?_ gﬁageg% égﬁm'ﬁ ., BUDGETS (IN ‘ 000)
SEQ,~— (40 CHARACTERS MAX'MUM) 28LIG AUTHJTION CODE IND 1—
UENCE o813 cat
N, FINAL Ay oy BY Lop
EDUCATION AND HUMAN
RESOURCES DEVELOPMENT G 324 298 450 1,499
SUB-TQTAL L ‘3,000 1,500 11,900 ¢ 16,400
0094 | Special Development : _
Activities ST 200 . GO 50 50 50
o | ‘
0176 |Multi-Purpose Household { i g
Survey 2 1 79 | ST 700 GC 134 167 ? 127' 428
; ]
0171 |National Cadaster 77 | sT 653 } oe 141 - - 1 266
! i
0166 |Development Planning 77 | sT 701 ! G 138 - - f 293
; |
0177 | Technical Support ST 790 - GC 50 S0 60
0189 jSmall Enterprise Export , !
Development 1 81 ;sT 733 [ GN - - 145 490
0195 {Municipal Development 3] 81|sT 700 fon o - - 200 700
i
0197 | Small Enﬁerprise7§Tech— ‘ |
noserve) - OPG~ 2. BO|ST 270 ;58 L = 1001 100 300
! i ;
| :
0200 | Information/Data Mana- ! E I |
gement Improvement | 1| 81 |ST 701 GN - - | 231 763
: ! ;
SECTION 106 SUB~TOTAL ¢ | 513, 407 913, 3,240
FL - - l - -
| | !
I
| |
| | |
? l y
|
| t
' !
|
18, DATE DOCUMENT
RECEIVED
IN AfD/W ’MM DD,YYI
{ | L1 ]

AID 1330-7 (2-77)



Country El Salvador

FOOTNOTES FOR TABLE III

1/ FY 1978 CP shows $114,000 in FY 1978, and future year oblig-
ations $136,000. Mission proposing $200,000 in FY 1978 and
5200,000 future year (FY 1979) obligations.

2/ Union Comunal Salvadoredia - USAID has had several discussions
with this organization. An AID/W expert in preparation cf
OPGs will assist the UCS in its presentation. Formal present-
ation is expected by late summer.

3/ Mission proposing one year extension of project. FY 1978 shcws
project termination in FY 1978. Propesed funding for additional
vear FY 1979 funds is $400,000.

4/ World Education - Given the reluctance of CRS/Caritas to propose
ideas for the integration of family plannirng education and/or
services into the PL 480 Title II program, the USAID, with the
cooperation of World Education, is in the process of identifv-
ing a Salvadoran agency with whom the PV0O cculd carry cut such
a program. Finalization of the QPG is expecced in FY 1978.

5/ PID, PRP and FY 1978 ABS all show $500,000 grant cozponent in
proposed grant/loan package. Mission FY 1978 CP submission
included $500,000 grant component in loan shadow sheet. 2
lished FY 1978 CP does not show $500,000 grant. Grant sti
being proposed.

6/ FY 1978 CP shows $119,000 in FY 1978 versus $167,000 being
proposed. FY 1979 level remains same as approved in 2P.

7/ Technoserve - a draft OPG was presented to the Mission, dut
AID/W requested, and the USAID carried out, a pre-award
audit/evaluation of Technoserve's activities in El Salvador.
A final decision whether or not to proceed with this project
will be made by mid-summer.
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EL SALVADOR

MULTI-PURPOSE HOUSEHOLD SAMPLE SURVEY

(Project 519-0174)

Progress to Date:

A permanent survey staff of 19 professional and technical
employees and other temporary personnel have been hired, equipped
and provided adequate office space. U'. §. adviseors and GOES
counterparts have written the sampling document which provides
the sample design, identifies some 3,000 maps needed to segment
the country geographically, and describes the segmenting proce~

dure.

A participant training program, including both short and
long term training, has begun. Three short term participants
will be observing Bureau of the Census survey operations first-
hand, and two additional participants wiil begin a special 16
month course in survey methodology conducted by the Bureau of

the Census and George Washington Universits.



EL SALVADOR

FAMILY PLANNING AND POPUTLATION

(Project 519-0149)

Progress to Date:

At the end of 1976, the Government of El Salvader (GOIS) *ad
met or surpassed most of its familv planning geoals Zor that wvear.
All 10 participating hospitals were performing female steriliza-
tions and eight hospitals were invelved in vasectomv orozrams.

Six out of eight Health Centers had conducted over 1200 =~ini-
laparotomies (63% over established goals). The GOES targe:r of
15,000 Voluntarv Surgical Contraceptive procedures (VSC) was ex
ceeded. Construction was begun on a sterilization clinic annexed
to the Maternitv Hospital in San Salvador which will have the
capacitv to perform 15,000 ~ 18,000 female sterilizaticns annuallv
and will also function as a training facilitv for medical gruden:s
A total of 215 Ministrv of Health (MOH) facilitlies had ferrilicw
control programs and over 42,000 new acceptors participated in
familv planning programs for a total of 92,000 zctive users (25%

above the targeted goal)



The Salvadoran Institute of Social Security (ISSS) has familvy
planning programs for urban factory workers and their families in
its 34 clinics and hospitals and the Salvadoran Demographic Asso-
ciation provides services in its 4 installations and assists in
training doctors in sterilization techniques. All government
ministries are either directly or indirectly involved in family
planning/population and are coordinated by the Technical Population

Committee of the Ministry of Planning.



EL SALVADOR Attachment to
Surmmary Table TIIL

FUNDING DEVIATIONS FROM FY 1978 CONGRESSIONAL PRESENTATION

519-0149 : The CP shows that this project is to terminate
in FY 1978. Experience in the current vear,
combined with the results of the recently drafred
Population Strategyv Paper indicates that an ex-
tension of one vear in the armount cof %4530,200
will be required., The extension will allow
project activities to support and coincide with
the GOES' Five Year Plan (1978-1982). The Popu-
lation Strategy Paper, reviewed iIn Il Salvador bv
LA/DP and PHA/Population in Mayv 1977, states:

"one of the kev elements in reduction of the

crude birth rate ... is the availahility of Zull
contraceptive services”. In order to achieve the
1982 targets for reducticn of the Crude Birch Rate
set by the GOES, maintenance of an uninterrupted

flow of centrallv-funded contrazceptives and related

acrivities 1s essential.



The Mission therefore proposes to continue the
activities described in the rurrent PP for an

additional year in order to cavitalize on pro-
gram momentum and lay the eroundwork for a sub-

sequent new population project in the period

1980 through 1982.

Project funding during FY 1979 will cover an
estimated & p.m. of technical services in bro—
motional and service deliverv agetivities, 28 p.m.
of participant training, in-country training pro-~
grams through the Demographic Association, medical
equipment, a mass media campaign, related promo-
tional materials and approximately $332,000 of
AID/W centrally-funded contracentives. Although
the accompanving table indicates relatively large
pipelines, it should be noted that most of the
pipelines are the result o7 inherent delays in
commedity procurement and -eceipt of billings

from host country participating organizations.



519-0176 : The CP figure for this proiect is S$119,000 versus
3 current estimate of 5167,000. The additional
funding is required for several items which. Zue
to inadvertent exclusion or lack of experience
prior to the first vear of project iImplementation,
were either not included in the orieginal proocsal,
or, in those cases where included, were neot ade-
quately funded. The increased funding being re-
quested will finance primarilyv additicnal zechnizal
services of a geographer ( 1 r.m.), a demceraster
(2 p.m.), special reproduction equipment and refer-

ence materials,

519-0182 : The amount proposed in the FY 1978 CP for the

initial vear of this project was 5114,000 versus

a current estimate of 5200,N00. The Mission is
proposing an overall LOP level of $400,000 wersus
8250,000 as originally proposec in the approved
PID. Funding will be detailed in the PP to He
submitted in late FY 1977. The fundine periocd

{FY 78 - FY 79) remains the same. This provosed
deviation is a result of recommendaticns which
appear in the recentlv drafted Zutrition Assessment
(Contract N°AID/TA-C1383, Communizy Swstems

tion) which emphasizes the necessitv of pcsipening



- 30 =

the proposed lean until 1979 and concentrating
instead, through a grant funded activity, on

the development of a GOES cap=bility in nutri-
tion planning. The proposed project will address
the development of such a capahility by concen-
trating activities on technical assistance,

training and limited commoditv support.

519-0172: The Missicn's FY 1978 CP submission proposed total
project funding of $3.5 million; $500,000 of which
was a grant component for 90 p.m. of technical
assistance. This grant corponent also appears in
the published FY 1978 ABS and approved PRP. How-
ever, the published FY 1973 CP does not include
this grant compeonent and tnervefore reduced the
total project funding level to $3.0 milliom. Since
technical assistance is critical to project success,
the Mission is again propcsing the inclusion of a
5500,000 grant component, The Mission is aware
that upon review cf the PRP, the DAEC recommended
negotiation with the GOES for total loan financing
of the project prior to submission of a PP. Mission
will follow DAEC recommendarzion. If successful, the

5500,000 grant financed comoonent can be dropped;



1]
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however, an equivalent increase in loan fund

[ &l

have to be authorized in order to provide financineg

for the necessarv technical assistance.
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RURAL HEALTH TMPROVEMENT
I. Summary ¢f the Problem and Proposed Response
Al The Problem

The Government of El Salvador has made 3 serious comitment to
improve the health of its citizens, as evideaced bv the fact that 11.3
of the national budget is allocated to the Ministrv of Health (MOH).
Fundamental misallocations of resources and osriorities, however, are
hindering the effectiveness of the MOH health delivery svstem, especially
in the rural areas. The 1977 Health Sector Assessment (HSA), which
should be completed in the near future, concludes the following:
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First, the MOH has concentrated its investment in phvsical rather
than human resources. As a result, although enough facilities exist,
they are inappropriately and inadequately staffed. In Tl Salvador,
there are 14 hospitals, 8 health centers (mini-hospitals staffed by
doctors and nurses capable of giving in-patient care), 86 health units
scattered throughout the country (staffed bv a zinimm of one dector
and nurse providing out-patient care only), and 123 rural health posts
with minimal facilities (staffed by one auxiliarvy nurse and visited bv 2
doctor and nurse weekly). Nevertheless, despite the existence of this
extensive health network which makes health services available within 10
kilometers of 80% of the population, average utilization of the facilirties
in rural areas is estimated at less than 0.2 visits per person per vear,
which is due to the poor quality of services and social and culitural
inhibitions militating against usage of such facilities.

In addition, in rural wvillages, there is a lack of para-
professional help so that the outreach capacitv of the health svstenm
remains limited. Although a first group of %0 rural health aides
(REAs) has been trained to operate at the community level, dispensing
information and providing referral services, evaluation of their effcr:s
indicates that they need broader training, improved supervision and
better logistical support. This lack of trained personnel has alsc
resulted in excessive reliance on local pharmacists or phvsicians, which
not only seriously limits the delivery svstezm, but tends to ewphasize
individual trearment often at the expense of preventive and promotive
measures which can affect the health status cf both the individual and
the communitv.

Second, the MOH has chosen to emphasize curative rather than preveative

services, even though the major health problems of Z1 Salvador's rural
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population, (diarrheal, parasitic and respiratorvy iiseases, and malnutrition)
could be considerably reduced with appropriate preventive measures. For
instance, diarrheal diseases, which constitute the main cause of morbidity
and mortality, could be notably reduced with the use of safe water,
sanitary facilities, and basic personal hygiene. Vet in 1974, 74% of

the rural population was without safe drinking water, and 99.7%, had no
sewage disposal system. Although the infant mortality rate of the

country as a whole is listed at 58.3 per thousand, in some rTural areas

it is estimated to be as high as 120. Furthermore, a 1973 PAHO study
revealed that the mortality rate of children under 5 was 26.8 per 1000

for rural areas, as contrasted with a rate of 8.7 for San Salvador. The
leading causes of death for this age group in rural areas were infectious
and parasitic diseases followed by certain natal complications and
nutritional deficiencies. In the same study, it was found that the
number of cases of parasitic infections was twicz as great in the rural
areas as the urban areas of El Salvador.

Third, at the national level the MOH lacks che administrative
capability to develop and implement an efficientlv-run, integrated,
rural health delivery system. There are no trained mid-level lay hospital
administrators, and at present, administrative functions are being
performed by the physicians themselves. There is wirtually no on-going
public health planning since there are only four physicians in the
entire MOH trained in public health administratisn. Furthermore, no
responsibility is being delegated to the regional centers, so that
activities are highly centralized and often inaporopriate.

Fourth, the MOH Escuela de Capacitacidn in San Salvador lacks the
facilities and capability to provide the kind of extensive health training
necessary to support a nationwide, comprehensive, rural health system.

The budget for the entire operation of the school s only $200,000 per
yvear. The physical facilities are inadequate - there is a shortage of
classrooms, and a lack of audio-visual aides and teaching materials.

The school now-has only six full-time staff members. Although it contracts
part-time trainers, these are people with little experience in education.
Moreover, the training being given is not consistent with manpower

needs. Two thousand persons were given short-term :raining in family
planning in 1976; however, no sanitation inspectors have been trained in
2 years although numerous vacancies exist througnout the five regions of
El Salvador, no mid-level health administration zourses are given, and
not enough nurses are being trained. Furthermores, virtually no practical
experience is now being given to these people.

In order to improve rural health significantl;, it is necessary to
re—orient the present rural health delivery system to emphasize preventive
and promotional activities that will undergird necsssary curative programs,
to expand the present rural health program at the zommunity level, and
to strengthen the planning, management and evaluation aspects of rural
health delivery.
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B. AID Response
1. Purpose

The goal of the proposed project is to improve the health
status of the Salvadoran population while the sub-goal is to improve and
broaden health coverage for the rural poor, Within this framework, the
purpose of the project is to provide expanded, community based health
services, with emphasis on preventive and promotive measures. The
project is designed to serve as a catalyst for fundamental health improve-
ment by focusing on the causes of the health problem rather than on its
manifestations in mortality and morbiditv.

2, Project Description

According to the HSA, anv activity undertaken to improve rural
comnunity health in El1 Salvador must be integrated with and supported by
concomitant efforts at the regional and national levels if maximnum
impact is to be achieved. Therefore the proposed project includes
components that address the principal problems encountered at all three
levels. The four components of the proposed project are the fellowing:

i} The improvement of the management and slanniag
capability of the MOH. This component is dasigned to strengthen the MOH
at both the national and regional levels. It calls for {a) training
in health unit and hospital administration; b) training of aid-level MOH
personnel in data design, collection and analvsis for planning and
decision-making; and ¢) training in management for higher-level MOH
personnel.

ii) The upgrading of the existing rural health
delivery system. This component is intended to improve health services
at the rural level, It will include (a) increasing the number and
broadening the training of RHAs and other para-professional personnel in
nutrition, health education, family planning, sanitation, maternal/child
health care, and basic first aid; (b) training personnel in hospital and
health unit equipment maintenance; and (c) developing a communications
and logistics system to improve contact between the various elements in
the rural health delivery sgystem.

iii) The development of a2 rural environmental sani-
tation program. This component is aimed at combating parasitic and
enteric diseases among the rural poor target group. It will include (a)
improving sewage and waste disposal and water supply in the rural areas
with emphasis on small community svstems; (%) training MCH engineers and
sanitation workers in the delivery of information concerning sanitation;
and (c) developing and supporting a nationwide vector control program.
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iv) The improvement of the existing MOH Escuela
de Capacitacidn. This component will affect all > levels by providing
continuous training to health personnel, preparing and disseminating
health education information, and undertaking operational research
activities. More specifically, this component woulc include (a) an
expansion of existing facilities and an increase in the number of qualified
personnel to enable the school to provide health training to various
public agencies (e.g. MOH, Salvadoran Social Security Institute and
National Administration of Telecommunications); (b} the development of
short courses and training programs for health educators, nurses, and
other mid-level skilled personnel; (c) the creation of a capacity to
digseminate information on health; and (d) the development of an operation/
research and evaluation capability so that ongoing health projects can
be evaluated.

C. Major Assumptions
The major assumptions pertinent to project success are as follows:

i) That the GOES will recognize the importance of
reorienting the health system to the preventive and promotional aspects
of health delivery.

ii) That the rural populace will accept the health
worker as a valid source of health and family plznning services and
information and will respond to his/her preventive and promotional
efforts as well.

These assumptions will be more closely examined during preparation of
the PRP.

D. Host Government and Other Related Activirties

The MOH is attacking health and population problems on a broad
front, using a variety of devices and experimental projects throughout
the country. In the past three years, 34 rural nealth posts have been
established. At the San Lucas Training Center (run by a PV0), 700 rural
volunteer leaders are being trained in health promotion., A new program
has been developed by the Division of Maternal and Child Health of the
MOH involving the delegation of health service and health promotion
responsibilities to para-medical workers. ''Projzct Delegation" involved
the up-grading of registered nurses to become more responsible for pre-
natal care, breast and genital cancer detection, and family planning
services. To date 28 nurses have been trained. 7This project represents
an important experiment in redefining the roles 2f physicians and nurses
in El Salvador. The MOH is also pursuing an aggressive program for
making contraceptive technology readily available - a program that 1s
also seen as an effective health measure because nregnancy now constitutes
a very seriocus risk to rural women.

W
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The GOES has received a grant from the United Natioms of about §1
million for a project to cover physician interim training, to finance
additional medical service hours, and to purchase mobile team equipment
to make more health services available, particularly in maternmal/child
health care and family planning. The GOES is also undertaking a potable
water development project in medium-~sized rural communities (1,000-4,000
people)., This project is supported by a $3.1 million IDB loan and
$400,000 from UNICEF. The GOES counterpart to the project is $3.2
million.

E. Alternatives

As a means of affecting health status in the rural populace,
substantial loan funds could alternatively be provided to the GOES water
and sewage agency for installation of a natlonwide safe water supply.
Although such widespread provision of safe water could undoubtedly have
a major positive effect on health status, such a measure alone without
sypporting health education, family planning, improved nutrition, and
health administration would nmet bring about the basic changes in rural
living patterns that the proposed project is designed to achieve. Thus,
the Mission believes that its approach is the appropriate one.

F. Program Beneficiaries and Spread Effects

The direct beneficiaries of this program will be the rural families
who make use of or are reached by the strengthened rural health services.
Health administrators and RHAs who receive training under the loan
activities will also benefit by the acquisition of skills, which will
increase their employability, income and career potential. To the
degree that reductions in morbidity, mortality and birth rates result
from the project, Salvadorans in general will be beneficting by reduced
requirements for expenditures for curative care, and by increases in
productivity. An estimate of the number of beneficiaries - both direct
and indirect - will be ascertained during development of the PRP.

By improving its administrative capacity and by reallocating its
regources, the MOH will be able to provide more and better services to
the population without increasing its budget. At the rural level,
preventive health measures are likely to be replicated once their
impact is known and people are educated in practicing sanitation and
hygiene.
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II. FINANCIAL REQUIREMENTS

The following financial inputs are required in support of the

project described above:

A.T.D.

Component GRANT GRANT* LOAN GOES TOTAL
MOH Mgmt. and Planning

Capability 700 700 1,400
Rural Health Delivery 300 2,000 2,300 4,600
Sanitation 4,300 1,900 6,200
Escuela de Capacitacidn 1,700 200 1,900
Total 700 300 2,000 3,100 14,100

*Centrally funded grant funds.

The AID portion of the total program cost is 654% while the GOES
contribution is 36¥%. The loan disbursement period is estimated at 4=5
years. The AID loan will finance three of the four components. These
include: (1) the costs of rural health delivery, including long and
short~term training, and vehicles; (2) the comstruction and improvement
of sanitation facilities, vehicles, and training in sanitation education;
and (3) the renovation and construction of the Escuela de Capacitacibm,
long and short-term training and seminars, librarv naterials and teaching
aides, and operational research implementation.

The AID grants will cover the costs of the remalning component
which includes technical assistance to the MOH in administrative improvement
and in data systems, and the costs of a communication network (radios
for remote cliniecs and posts) for rural health delivery.

The GOES will provide counterpart and support to technicians (effices,
transportation, etc.), as well as financing some training, construction,

vehicles and their maintenance and supplies.

I1I. Development of Project

If the PID is approved, the Mission will submit the PRP in March
.1978. Technical support funds will be used to carry out pre-~feasibility
studies of the MOH planning and administrative capability, sanitation
requirements of selected communities, and curriculum needs. The services
of the following advisers will be required:

e
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health admin. 2 person weeks
sanitation engineer " "
health planner

health manpower specialist

= [l
O o

The approximate total cost is be $21,000 to be funded from
the FY 77 allocation of Technical Support 178,

The PP will be submitted in July 1978. 1In order to prepare
the PP, the services of the following will be necessary:

person weeks

" "

health planner

anthropologist

health economist/budget analyst
health admin.

management/admin. specialist

The approximate total cost is be $33,000 to be made available in the FY
78 allocation for Technical Support 178.

IV. 1Issues of a Policy of Programmatic Nature

Two major issues have been identified: grant-funded wvs. loan-
funded technical assistance, and provision of assistance for 3 health
data collection and management system.

A. Technical Assistance

Past experience has demonstrated that host countries are reluctant
to expend large amounts of loan funds for foreign technical assistance
owing mainly to the high cost of these advisors. The Mission, while
sympathetic to the theory of host country assumption of these costs, has
learned that the advantages of grant-funding these costs outweigh the
disadvantages. AID maintains considerable influence over the selection
and utilization of highly qualified foreign advisors (especially the
employment of U.S5. advisors as opposed to the tendency of the host

_country to select less-qualified and less-costly third country advisers).

Therefore, the Mission recommends that necessarvy technical assistance in
this project be grant-funded.

B. Data Collection and Management

The Mission is submitting a separate PID for a project which is
designed to strengthen the data collection and processing capabilities
of interested Ministries including, inter alia, Zducation, Agriculture
and Health. Thus, that project addresses the common problems faced bwv
GOES public entities in producing and using relevant data o assist in

¢
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planning appropriate development activities. I1f the PID for that project
is not approved in AID/W for FY 1979, the propecsed project in Rural

Health Improvement must be expanded to incorporate a modern data collection
and management system for the MOH in view of the comstraint being caused

by the inadequacy of the MOH data collection, management, and processing
system,

s
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SMALL FARMER DEVELOPMENT
I. Smmary of the Problem and Proposed Response
A. The Problem

The USAID Mission initiated work on its 1977 Agriculture Sector
Assessment {ASA) of El Salvador in late CY 1976. The ASA is presently
near completion, lacking only editing and final Mission review. However,
at this time, the basic nature and overall characteristics of Il Salvador's
agriculture sector are clear.

The ongoing ASA points out various problems and/or cemstraints
which are impeding the development of the small farm sub-sector. Included
among these are the following:

. i} The land tenure pattern is extremelv skewed

'and, on the extremely large portion of small farms, the land is being
‘almost completely utilized. Approximately 71% of all farms (i.e. 191,327
‘of 270,868) are under 2 hectares (ha.), and an additional 227 are between
2-10 ha. There is very little potential for expanding the area creopped
on farms under 1 ha. since less than 3% of the total land in these farms
is potentially tillable land not being cropped. TFor one third of the
farms under 3 ha., there is only about a 10T margin for expanding cultiva-
tion. Only for about 8% of the farms between 3-10 ha. does the expansion
of cultivation hold any potential. Among small farms, a2 high percentage
of land cultivated is rented, averaging 49% for the farms under 2 ha.

and 20X for those between 2-10 ha. This reflects the intensive use to
which the land is put (i.e., small farmers are unlikely to pav rental

on land when their lands are not being fully utilized). Thus, on large
numbers of small farms, land utilization tends to be very high which
precludes increasing their output by expanding the area cultivated.

ii) Small farms do not utilize multiple creopping
as much as as possible. Rather, these farms overwhelming dedicate their
land to basic grains. Ninety five percent cof all small farms under 10
ha. cultivate basic grains, and small farms under 5 ha. produce approximately
64% of the country's grain supply. Thus, mulrti-cropping is least intensive
on very small farms due primarily to the predominance of basic grains.
This is the reverse from that which exists in many Latin American countries
(e.g., Guatemala, Costa Rica, and Colombia) where small farmers cultivate
much more high value and labor intensive crops. The non-intensive
nature of the commodity mix on the smallest farms (under 3 ha.} in
Salvador is probably the most important income and ewmplovment const
Almost half of the value of production on farms under 3 ha. comes
non-intensive annual crops whilé on 5-10 ha. farms it drops %o on
third.

o

nt.

1
i
(et

1
a
r

rn

i

iii) Small farmers have a0t emphasized the planting of
permanent and specialitv crops or the improvament of their livestock
operations. As discussed above, small farms are predominancly planted
to basic grains. Thus, the benefits to small farmers of planting permanent
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and speciality crops have not been realized. For example, during a

recent vear, the average small farm net income per cropped hectare for
planting basic grains was S $228 while for planting permanent and
speciality crops it was US 31106 (or nearly 5 times higher on average).
Regarding livestock, about 1/3 of the total value of small farm production
comes from livestock activities. However, little attention has been
directed to improving small farm livestock production - an activity

which makes a significant contribution teo the employment and the incomes
of small farmers.

iv) Availability of production credit for small farm
operators is very limited. Small farm operators receive only a small
fraction of their current credit needs from institutions and money
lenders. Multiple cropping is possible with credit as is continuous
cropping if water is available to irrigate the second and third crop.
While the usefulness of credit for loosening constraints is obvious, it
is not true that all of these factors constrain keczuse of the inadequacy
of the credit supply. Small farms have demonstrated an ability to self-
. finance and to accumulate capital. On balance, htowever, it appears that
credit is in very short supply on small farms, and that most of the new
technology and cropping patterns (especially permanent cropping) as well
as livestock expansion imply substantial increases in beth the institutiomal,
money lender, and farm sources of credit.

v) Well-trained technicians and well-developed
training institutions are necessary if small farmers are to be assisted to
overcome the above constraints. The trained technicians required to
meet the needs of the private and public sector zgricultural institutions
are not presently available. Only approximately 225 students have
graduated from the National University of El Salvador in agriculture
since 1949. 1In addition, only about 900 agrSnomos have graduated from
the three-year post high school vocational center in agriculture. There
exists no school in El Salvador - or Central America for that matter -
to train home economics agents, and neither the University nor the
vocational school train sector technicians in extension methodology or
practice.

vi} Ministry of Agriculture (MAG) data collection is
deficient in certain areas as is its data management and analysis
capability. The MAG has designed an area sampling frame which was
developed to generate reliable estimates of crop production and livestock
inventories. It 1s also adaptable to special purpose data collection
efforts such as food consumption surveys, cost cf production studies,
farm credit studies, and other socio-economic investigations where
randomly sampled farm producers or households are tne desired cbservation
units. The Ministry has utilized the frame to conduct four surveys to
date. It has people who are trained in the use and maintenance of the
sampling frame as well as trained farm enumerators. However, the MAG's
capability is limited in the areas of management and analysis of the
information which is forthcoming from the frame.
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The problems ocutlined above are some of the major facters which
contribute to the low standard of living of the rural target group in EI
Salvador. The focus of the proposed project would be to ameliorate many
of these problems.

B. The AID Response
l. Purpose

The USAID Mission's goal in the agriculture sector is to
increase production, productivity, and income and emplovment of the
rural poor target group. The proposed project would impact on all of
these concerns by addressing many of the constraints or prcblems outlined
above i.e., the need for land re-distribution, multiple cropping, permanent
and speciality crop and livestock production, and agricultural training.
More specifically the purpose of the proiect is to create new and improve
existing GOES agricultural delivery svstems for providing services to
small farmers.

2. Project Description

The proposed project is a result of the findings of the 1977
ASA and is an extension and expansion of Missicn activicies in the
Agriculture Sector which are being or have beer carried out.

a. Mission Agricultural Activities Related to Project

The Mission has been involved in the areas of improving
cropping patterns, outreach programs, and land re-distribution in recent
years. Since 1976, the Mission has funded the Intensive Small Farm
Management grant project (174)., This project is being carried out by
the National Center for Agriculture Technology (CENTA) with technical
assistance provided by the University of Florida and is directed at the
expansion of multi-cropping among small farmers. In addition, through
an AID loan (018) made to the MAG, the Mission has ‘inanced the construction
of CENTA's new research and extension headquarters with the objective of
improving CENTA's capability for addressing the needs of the target
group. Finally, the Mission has grant funded technical assiscance to
study, in conjunction with the Ministry of Planning, alternative approaches
for addressing the problem of the distribution of land in the rural
area. AID lean funds have also been provided to the Financiera de Desarrollo
e Inversion (006) which has made funds available to an affiliared
private sector rural land re-distribution enterprise (Parcelizacicnes Rurales
de Desarrcllo, S. A.).

The Mission is also preparing two Project Papers (PP) for
submissicn to AID/W in FY 1978 which will address osther constraints ia
the agriculture sector. The Small Farm Irrigation PP will he submitted
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to AID/W in November 1977. This project is designed to assist the GOES
to construct small scale irrigation systems and improve and/or repair
existing small farm irrigation networks thereby (a) insuring small
farmers of access to water during dry periods in ths rainy season and
(b) providing small farmers with water all year around so that continuous
- cropping can be pursued. The Small Farmer Credit PF would be submitted
in March 1978.lf This preoject is intended to address the problem of
inadequate availability of production credit for rhe small farmer target
group.

b. The Proposed Project

This project will be managed by the MAG and will invelve
various MAG agencies as well as some mixed and private institution
participation. The project will consist of the following components:

i) The creation of a credit “und within an existing
institution (e.g., the Central Bank or Banco Hipoftecario) which will
. provide resources to various intermediate credit institutioms (ICIs).
These ICIs would relend to small farmers who desize to purchase and farm
agricultural land and, as necessary, to build appropriate housing. The
ICIs will be private, mixed, and government inscitutions and will
include, inter alia, Parcelaciones Rurales, the Azricultural Development
Bank, and the Federacidn de Cajas de Cré&dito. Thre national level
institution will rediscount the paper of these institutions which will
mortgage agriculture land for small farmers under terms and conditions
to be established during proiect preparation. Tf possible, Housing
Investment Guarantee {(HIG) funds will be used as seed capital, and AID
funds will finance technical assistance to the participating ICIs and,
if needed, to the national level banking institution.

ii) The continuation of Mission funded multi-
cropping activities. As mentioned above, the Intansive Small Farm
Management project focuses on the problem of expanding multi-cropping,
with special emphasis on small farmers. This project is assisting CENTA
to develop cropping systems which are highly labor intensive, emphasize
basic food crops, and maximize production and income from small plots.
Progress to date indicates that this grant project is accomplishing that
objective. As the results of the project become available, one of the
principal task of CENTA will be to deliver the svstems and technology
developed to increasing numbers of small farmers. ‘lowever, the number
and capability of CENTA's field extemsion agents, who will deliver the
new technology, must be improved. The proposed loan preoject intends to
address this need as described in item v} of this seaction.

11i) The expansion of permanent crops production.
The CENTA would also play a crucial role in this zomponent of the project.
It will promote the planting of permanent crops, assist in locating
credit, and provide extension assistance to the targzet group. These
activities will give emphasis to the mountainous northern portion of the
country. AID funds will be used to obtain improved plant material for

1/ See Alternatives Section for clarification.
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planting on target group farms as well as for research and zultiplication
needs. The most likely crops to be included are, inter alia, masaceous,
citrus, cashew, almond, avocados, mango, pineapple, and grapes.

iv) The creation of minor species livestock reproduction
centers. These will be developed at the 5 existing regional centers of
the MAG's General Directorate of Livestock and will be responsible for
producing improved stock for the small farmers in the area surrounding
each center. At the same time, each center will provide demonstrations,
train personnel, and undertake some adaptive research. The species
currently being considered for the program are goats, bees, rabbits, and
poultry. Each of the centers will function as the focal point for the
livestock extension effort which will be part of the project. AID funds
would be used to provide pure or improved breeding stock and equipment
for the centers, technical assistance, and training.

v) The establishment of a school for extension
training within the National Center for Agricultural Trainin 2 (CENCAP)
which will include a home economics curriculum. Siace oost ¢f CENTA's
extension agents are from low level institutioas (e.z., f{rom the secondarw
agricultural vocational school), the primaryv funcrion of the extensicn
training school will be to upgrade and expand rthe capabilities of presently
employed extesnion agents as well as future extension personnel. The
school will be operated from existing MAG buildings; however, AID funds
will be required for some equipment, training of staff, and contract
faculty to assist in developing the curriculum and ceaching at the
school while Salvadoran technicians are being zrained. An integral part
of the curriculum will be training in familv planning.

C. Major Assumptions

There are three major assumptions pertinent to proiect success.
First, it is assumed that the new government will approve of the approach
to the land tenure problem suggested in the PID and, therefcre, that (a)
the authority of the Salvadoran Agrarian Transforzation Insciturze {ISTAY
over land sale transactions will be modified te elinminate its proiject
approval control over all land purchases/sales by the private and :ublzh
sector, and (b) the GOES will issue a government guarantee oI the HIG
funds if the use of those funds proves feasihle. The second assumption
is that plant material suited to El Salvador's conditions will be available.
Finally, it is assumed that sufficient demand exists or can be developed
among target group farmers for improved breeding stock of the =iner
species contemplated. The Mission will further investigate and clarify
these assumptions during project preparation ‘see the Project Jevelopment
section).

D. Host Government Activities

The Government of El Salvador has long recognized the increasing
seriousness of the land tenure situation. As a resulr, the GOES has had

L
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an agrarian reform agency within the Government since 1932, The present
organization is called ISTA. 1Its general objectives ars to raise the
social and economic level of the smalil farmer through the provision of
land, technical assistance, credit and other benefits as well as to
increase agricultural production and productivity ir general. By early
1976, ISTA claimed that 8,000 families had been assisted through the re-
distribution of 535,000 hectares. That same year, ISTA announced plans
to purchase a large block of land (estimated at 58,000 hectares) in the
Usulutdn area. Much of the land in the proposed prciect area is Class
III or better, and the area is presently the center of cotton production
in the country. The proposed project met with intense resistance from
: large landowners in the area and had no vocal support from any group.
iAs a result, changes in the agrarian reform law were made which severely
ilimit the authority of ISTA to expropriate land for redistribution to
‘small farmers,

In the other areas of focus of the proposed prcject, only limited
activities have been undertaken by the GOES. In the area of permanent
crops, CENTA has been carrying out some research on citrus and some
fruits. However, very little has been done in terms ¢f promoting the
expansion of such crops. Within CENTA, the livestock directorate has
made some attempts to work with minor species in the past. However,
efforts have been plagued by lack of personnel and pricrity. At present,
one center is working with poultry, rabbits, and bees. In the area of
training extension agents, the GOES has done very little, During the
formation of the national vocatiomal agriculture school, a study group
financed by AID recommended the inclusion of extension :raining and home
economics as a part of its program. However, to date this recommendation
has not been implemented.

E. Alternatives to the Project

An alternative method of financing the proposed project may have to
be considered. The present project contemplates the usa of HIG resources
to finance the rediscounting of land/housing mortgages contracted with
small farmers. At present it is not known whether it will be financially
feasible to utilize the relatively expensive HIG funds for the purpose
outlined above. If the project is approved for further study, a financial
analyst must take a very close look at the cost of HIG monies, the cost
of administering a land mortgage operation, and the terms and interest
rates to be charged to small farmers, etc. With this data, the analyst
should be able to assess the financial feasibility of :arvving out the
proposed project utilizing HIG resources.

Production credit is mentioned above as being one »f the constraints
to the small farm sub-sector. However, the provision of production
credit has not been made a component to this project. The Mission feels
that an alternative may be to absorb the Small Farmer “redit Loan Project
(for which a FY 1978 PRP has already been approved by %12 DAEC) into
this project in order to insure that those beneficiaries who receive
land would also have access to production credit. This alternative will
be further explored during project preparation.



F. Beneficiaries.

The benchmark set by AID in its reply to the Congressioral Mandate
establishes US $150 per capita in 1969 dollars as a reasonable upper
limit for incomes of those defined as among the rural poor target
group. A series of other benchmarks were also established, including
infant mortality, nuctritional intake, etc. The purpose of the following
is to outline a reasonable income definition of the rural poor in Tl
Salvador.

Since the most recent small farm incowme figures available to the
Mission are in 1976 Colones, and since the exchange rate has been
stable for many years, all that is needed to ccmpare 1969 to 1975
income is to inflate the 1969 figure to 1976 terms. An annual inflacion
rate of 67 is assumed between 1969 and 1976 giving a 1976 value of
USS225 per capita as the upper limit on target group incomes. Using the
available population and income data, the folleowing table was prepared
which indicates the number of people in the target group Sv region:

RURAL PCOR TARGET GROUP: EXTENDED FARM FAMILIES
AND LANDLESS RURAL WORKERS

Farm Fazilvy Landless
Region Number of Farms Population Population
West Region 47,979 275,623
Central (West) 62,565 356,025
Central (East) 36,664 213,272
East Region - 77,348 475,079
All Regions 224,556 1,320,099 720,508

Total Target Group Population (Farm & Landless) = 1,040,607

SOURCE: 1977 Agriculture Sector Assessment

As illustrated above, the rural poor target group includes about 2

million people or 83.5 per cent of the rural population. Sixty five
percent of the target group are members of extended farm families residing
permanently on farms while the remainder are lardless farz worker families.
This constitutes the target group toward which this proiect is directed.

The Missicn estimates the number of families and total populaticn
which will be affected by this project as follows:



PROJECT BENEFICTIARIES
(direct and indirect)

Project Families Total Pop.
Component Benefited 3enefited
Land Credit 5,000 26,000
Multiple Cropping, Permanent

Crops, & Livesgtock 8,500 49,300
Extension 17,500 101,500
Training 300 1,700
Production Credit* 9,000 52,200

Total 44,300 133,700 ~

*See Alternatives Section for clarification.

Obviously some families may benefit from more than one project component
so that the total number of project beneficiaries may be somewhat lower
than the table indicates.

G. Spread Effects

The proposed project should have significant spread effects,
First, reflows from the sub-loans made for small farmer land/housing
pruchases will be generated. These funds would be re-invested for
similar purposes thereby spreading the benefits of this component of the
proposed project beyond the initial beneficiaries, If lending to small
farmers for the purchase of land/housing can be shown to be feasible at
the higher HIG interest rates, then ICIs may decide to provide additional
financial resources for this purpose thereby even further expanding the
effect of the project. 1In addition, the training of ZENTA extension
agents should improve not only their effectiveness but their demand.
This should lead net only to increased coverage by existing agents, but
the provision of greater numbers of extension agents thereby increasing

the numbers of people assisted beycend the immediate proiect beneficiaries.

Since these agents will be trained in population and family planning,
their efforts should have a positive impact on populazion growth.

II. Financial Requirements

The following financial inputs are required in support of the
project described above:



(millions of S5US)

Private A I.D.
GOES Sector 4ic DL Total
Investment Capital 4.0 4.0 10.0 -— 18.0
Technical Assistance - - - 2.5 2.5
a. to IClIs - - _— (1.1 (1.1
b. to MAG - - — (1.4) (1.3
Training 0.1 - —_ 0.5 0.6
Equip. and Plant & Animal - - -— 2.0 2.0
Materials

Operations 1.0 -_— -_— - 1.0
Total 5.1 4.0 10.0 5.0 25.1

These funds should be made available to the GCES at AID's most favorable
terms for El Salvador. The MAG will be the lcan progra=m cocrdinator.

The executing agencies will be the MAG and a rational level bhanking
institution while CENTA, the Directorate of Livestock, CENCAP, and

various private ICIs will be participating agencies. It is estimared

that about 15 person years of advisory services to the varicus ICIs and
about 20 person vears of advisory services to the various participaring
MAG agencies will be required. The disbursement pericd of the development
loan is estimated at 4-5 vears while that of the HIG will be negotiarted.

III. Development of the Project

In the development of the PRP, the Missicn will attempt to estilmate
the supply of and demand for agricultural land. The Mission aust also
undertake a financial analysis to determine the feasibilicv of using HIG
funds for making sub-loans to small farmer for land/housing as well as
to studv other related issues. The Mission will also seex the assistance
of specialists in permanent crops, livestock, extension/home economics,
and housing investment guarantees. It is estigated that the PRP? can be
developed with a total of 6 person months of assistance at a cost of
approximately $35,000. These funds are available under the T¥ 77 alleocation
to the Mission's Technical Support Preoject 167. Assuming that the ?ID
is approved, the Mission will submit the PRP in October, 1977.

If the DAEC approves the PRP, the Mission would subait the PP in
the first quarter of FY 79. Additional assistance along the same lines
indicated above will be required for development of the PP. Also the
assistance of an economist and rural sociologist Will be reguired for
develcocpment of the PP, It is estimated that the total needs will Ha 8
person months and will cost approximately $30,000. These funds will be
planned for under the FY 78 allocation to the Technical Support Project
167,
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IV, 1Issues of a Programatic Nature

The Mission is submitting a separate PID for a project which is
degigned to strengthen the data collection and processing capabilities
of various Ministries including, inter alia, Education, Agriculture and
Health. Thus, that project addresses the common problems faced by GOES
public entities in producing and using relevant dats to assist in planning
appropriate development activities. If that separate PID is not approved
in AID/W for FY 1979, the proposed proeject in Smali Farmer Development
must be modified and expanded to incorporate a modern data management
and analysis system for the MAG in view of the constraint being caused
by the inadequacy of the MAG data processing system.

4
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INFORMATION/DATA MANAGEMENT IMPROVEMENT

I. Summary of the Problem and the Proposed Response
A, The Problem

As indicated in the Mission's revised Development Assisctance
Program (DAP), for those areas of development activity ia which
the Mission will be concentrating its efforts in support of stated
GOES development objectives, viz., education, population, health,
nutrition, and small farm production, an adequate and reliabls
statistical base is presently lacking. The DAP states: '"Despite
intentions to improve growth rates and income distribution and,
in this respect, to increase employment or reduce under or un-
employment, the authorities are limited bv their inability o
carry out the necessary analysis due to insufficient or unreliable
data," This inabilitv also makes it more difficult and czostly for
international donors to support the GOES in its stated Zevelcopment
program to promote the economic and social development of marginal
people in both the urban and rural areas.

The mandate under which A.I.D. is presently operating reguires
that its programs address, as directly as possible, the scocial and
economic problems facing the rural and urban poer in the developing
world. Section 102 of the Foreign Assistance Ac:t states that "'the
President shall establish appropriate criteria to assess the cca-
mitment and progress of countries in meeting the osbjectives"
the Act. Implicit in this mandate is the assumption that ade
information exists to allow those responsible for the forzula
of policies and programs to develop effective methods for oee
the critical needs of their people in such basic areas as fco
and nutrition, education and family planning. This ass:mptic
not valid as the situation in El Salvador demons:rates.
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In E1 Salvador, government agencies do not possess adeguate
information to determine needs, formulate plans, develop programs,
and measure the impact of on-going projects as a bdasis for further
action programs. At the same time, the equivalent of hundreds of
thousands of dollars have already been spent bdv these agenciss fo
the field collection of data, only to find that a signiZicant por
of these data cannot be tabulated and published in a usable form
because of a lack of trained computer analvsts and prograccers.

There is, then, a large and growing vacuuz in dara
sing in El Salvador. Many AID-funded projects, ained at
data useful for development planning, are seriously affected Sy
the lack of computer programmers with sufficient training and



experience to tabulate the results of a variety af surveys and
other data collection programs. The following programs are
already being impeded in this way:

i) The 1976/77 Mano de Obra (Labor fcrce) survey.

ii) The Family Planning Supplement to 1976/77 Mano
de Obra.

iii) Four Agricultural Production Surveys.

iv) The Family Budgets Survey, for which field col-
lection of data has been in progress 1 year.

v) The Cadaster project which has among its objectives
the computerization of the real property descriptions. .

vi) The Multi-Purpose Household Sacple Survey, the
computer programming for this important survey requires about a
year to complete and it has not been started.

All these projects, except numbers 1 and ¢ which are strictly
GOES, were AID funded. In most cases expensive field data col-
lection efforts have been carried out, questionnaires have been
completed, examined by manual methods, coded, kev punched and are
ready for tabulation by computer., These jobs have stopped at this
point because insufficient numbers of trained and experienced com~
puter programmers are available to do the necessary work and no
continuing training program exists to turn out rew programmers,

These are important survey proijects which would help AID
define and describe the level of life of the urkan and rural poor;
of women; of the ill, aged, and infirm; of the quality and suffi-
ciency of the housing stocks; as well as the dvramics of population
including births, deaths and migration. Other data needs are di-
rectly related to theland, its use and productivity in agriculture,
means of improving productivity, the cash and subslstence economies
of the small farmer. Still others are related tc basic public
policy issues such as the valuation and assessment ci real pro-
perty for taxation or land reform purposes. Finallv, studies of
unemployment and inceme, and the construction of 5 consumer price
index depend directly on the surveys enumerated above.

All the above are stopped at the computer “or lack of trained
programmers and the situation will worsem to crisis proportions in
the continuing absence of these technicians.

K4



There is another problem area which bears on the process-
ability of the above jobs: they may not have been well planned
in the first place. That is to say, proper svstems analysis and
design studies have not been carried out prior to attempts :o
process and tabulate the data on the computer. Svstems analvsis
and design studies must precede any computerization effort. These
studies, typically, deal with (1) defining ead products; (2) stream-
lining the paperwork, information content, manual methods and pro-
cedures for creating, capturing and handling data; (3) devising
the most efficient man-machine system to do the Job, and (%)
preparing detailed specifications for use by cemputer programmers
to follow in writing instructions to the computer.

B. Proposed Response
1. Goal and Purpose

The Mission's overall goal in this area is the establish-
ment of a national system which meets the country's needs for sta-
tistical data relative to social and economi: development. The
purpose of this project is to establish an in-country training
program for systems analysts and computer Drogrammers.

It is proposed that AID bring cne svstemzs analwvwst and
two long term computer programmers to El Salvador to zeach courses
in ADP systems analysis and design and compuzer pregramming.

The systems analysis courses would include the definition
of end products needed by policy makers for decision maxing; tech-
niques (flow charting, grid charting, etc.) for analvzing previously
unmechanized processes; streamlining the processes of data creation,
capture, flow to the computer, and conversion iato end-produc
reduction in numbers of paper forms; elimination cf duplicati
of information content; and preparation of detailed speciiications

53

for use by computer programmers in writing and coding instructions
for the computer. The course would also ioclude familiarizatien

with "canned" software packages and their use and applicaticn in
local projects.

Ay
ne

The programming courses, which weuld Se taught to
beginning and advanced students per vear, would cover all ¢
major programming languages: FORTRAN, COBOL, CENTS, COCEINTS, R2G,
etc, Ten Ministries have already participated in cccasional ad-
hoc training of this tvpe over the past 3-4 vears under the Zdu-
cation Sector Analysis Project. Each time these ad hoc courses
were offered they were oversubscribed. The various GOES =inistries
have repeatedlv requested that this tvpe of training Se established
on a continuing basis.



2. Project Descriptiom

The project purpose will be achileved, with AID assistance,
through the provision of expert technical assistance and teaching
materials (manuals for COBOL, FORTRAN, etc.). 3Specifically the
program would finance 36 person months of Spanish-speaking US
technical assistance {teachers) per year for 3 years, the neces-
sary manuals and feaching materials, and the purchase of canned
software packages. GOES would provide classroom svace, 50 students
per year, computer time and support services {such as key punching,
tapes, etc.).

As a result of the above inputs the follcwing program
outputs would be developed:

i) 120 computer programmers trained in 3 years.

ii)} 30 systems analysts trained in 3} vears.

iii) A continuing Spanish language training program
that could be extended to all Ministries of GOES and possibly to
other Latin American government, especially in Central America
where this problem has already reached large proportions.

3. Major Assumptions
i) Spanish-speaking U.S5. technicians will be available.

ii) Computer training materials in Spanish exist.

iii) Ministry perscnnel will be made available to
attend training courses.,

iv) Sufficient computer time will be made available
to trainees during the »roject,

4, Host Government and Other Donor Activircies

There is no host country or other domor activity in
the area of computer sciences.

5. Beneficiaries
The proposed project would immediately oenefit Ministries

with which AID is presently working, namely Healt:, Education, Agri-
culture, Planning, and Treasury. The project will assist these



ministries to complete tabulation of data which already have
been collected at great cost in the field. These tabulations
should assist materially in formulation of economic and social
development plans and in the evaluation of the impact of on-
going programs such as family planning.

6. Spread Effect

Judging from past expressions of interest in GOES in
this subject, there is every likelihood that 10 computer-using
Ministries will want to avail themselves of these tvpes of train-
ing. It is alsoc possible that other agencies of GQES would take
advantage of its availability.

II, Financial Requirements and Plans: 3 veacs

The following financial inputs are required in support of
the program:

GOES AlD T0TAL
{(thousands)
Teaching Assistance
a) 1 Svstems Analyst/Teacher - 216
b) 2 Computer Prog/Teacher - 432 6.8
Commodities -~ canned software
and teaching materials 150 115 263
Classroom space 25 - 25
Salaries 150 trainees 900 - 900
Computer Support 150 - 130
TOTAL 1,225 763 1,988
The AID portion of the total program cost is 38X while the
GOES contribution is 62%. The proposed disbursement pericd Is 3
vears.
I1I. Alternative Approaches
One alternmative is to attempt a completely centralized coaput-
ing center, along the lines recommended by Xrall Marnagement in
August 1975. Such an approach would invelve zDulti-millien dollar
cutlays and would push the state of the art bevond GOIS present

capacities.



A second alternative would be to mount training of this type
separately in interested GOES Ministries. This has obvious dis-
advantages of higher cost and continued fractionalization of train-
ing.

A third alternative, also undesirable con grounds of cost and
language barriers, would be to send local personnel to the USA for
this training.

IV. Development of the Project

Previous and on-going experience with data gathering and proces-
sing activities does not provide sufficient experience for the plan-
ning of this innovative approach. One computer programmer and one
systems analyst will be brought to E1l Salvador in February 1978 for
approximately 1.5 person months each for preparation of the PRP.
Estimated cost will be $18,000, and the estimatzd schedule for sub-
mission of the PRP is April 1978.

Assuming the PRP is approved, submission of the PP will take
place in August 1978. It is estimated that the services of these
same two persons will again be required for 1.5 person months,
cost estimated at $18,000.

V. Issues of Policy or Programmatic Nature

Actual on-time use of GOES computer facilities for training
and installation of software packages is and will be at a premium.
GOES Ministries will have to provide the computer hardware and
guaranteed availability should be a condition precedent to ex-
ecution of the project agreement.

Collection of data and its analysis 1s a complicated process
at best, The GOES has invested considerable timne and expense into
AID-supported projects such as the Multi-Purpose Household Sample
Survey. Inability to process or use that data is an issue that
threatens the success of this and other projects.

bo
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SMALL ENTERPRISE EXPORT DEVELOPMENT
I. Summary of the Problem and Proposed Response

A. The Problem

A recent ILO SCudyl/ estimates that 47% of the available agricultur-
al labor in El Salvador is not utilized - the highest rate of lador
under-utilization in Latin America. This finding is corroborated by a
Ministry of Agriculcture study which indicates a 46% unemployment rate
within agriculture labor. Further, the Mission's 1977 Agriculture
Sector Assessment, currently near completion, observes that one of the
main problems faced by the rural target group is limited emplovment
opportunities. Lack of work impacts hardest, then, on those who need
work most, i.e., the poor, illiterate, and undernourished of EZ1 Salvador's
rapidly growing population. In addition, according to a recent World
Bank study%/, there is a very badly skewed distribution of income as
reflected by the fact that the top fifth of the income earning population
in San Salvador earned 67% of the income of the countrv in 1974, while
the botton fifth earned 27%. This study also states that the "'inequitable
income distribution is closely associated with the countrv's extensive
unemployment problem which is particularly acute in rural areas.”

At the root of the unemployment problem lies the rapid populatien
growth (3.3% annually between 1970 and 1975), the seascnal nature of
labor demand in agriculture, and the capital-intensive producticn processes
used by industry. Indeed, the economv must provide 50,000 to 50,000 new
jobs annually just to keep pace with population growth. Also, although
fixed investment in manufacturing in the 1960's averaged about four
times that of agriculture, according to the 1961-1971 Census of El
Salvador, employment in manufacturing rose only 17,600 compared to
137,800 in agriculture. Mereover, unemplovmert runs 60-70% in rTural

,areas in the eight or nine months when coffee, cotton, or sugar cane are
not being harvested.

The World Bank study estimates that the prevailing high rate of
effective unemployment could be reduced about 7 percentage pcints by the
early 1990's provided the following conditions are met:

i} The gross domestic product (GDP) growth rate of 3-8
per vear can be sustained;

i1) Crops for which labor requirements are less seasonal
than traditional export crops are emphasized; and

iii) Export industries hecome more labor intensive,

It is this latter approach that interests the Missicn in this profect,
for it is generally accepted that with El Salvador's limized space and
dense population, increased processing of domestically produced non-
traditional goods offers the best promise for absorbing idle labor.

1/ International Labor Office; The Employment Preblem in Latin Americ
Facts, Outlooks and Policies; Santiago 1976,
2/ Economic Memorandum on El Salvador, Januarv I3, 1977.

b2



-

The World Bank study also states that, until recently, little was
done by the GOES to solve the unemployment problsm and reduce income
inequalities. A low level of government revenues in the past has meant
minimal social investment and a limited supply of social services.
Furthermore, the arrangements under the Central American Common Market
{CACM} and national legislation for the promotion of industrial production
and exports have tended to support development of relatively more capital
intensive industries.

The problem outlined above, then, is that unemployment is widespread

- and growing, and little is being done to develop lakor intensive enterprises

in E1 Salvador. The proposed project is designed to address this problem
by assisting the GOES to expand the country's labcr intensive, export
oriented small enterprises.

B. A.I.D. Response
1. The Executing Organization

In 1974, the GOES established the Salvadorean Foreign Trade
Institute (ISCE), as an autonomous agency, to 'improve the economic and
social conditions of the people by creating new, better, and increased
employment opportunities". It was also founded tc improve the balance
of trade, raise per capita income, diversify and elevate industry,
promote investments in export oriented industries, and maximize value-
added in El Salvador. 1ISCE promotes Salvadoran products in foreign
markets, and in this capacity it maintains an offices in the Worid Trade
Center in New York and is considering the establistment of one in
Frankfurt, Germany.

In carrying out its role of promoting Salvadoran products
abroad, ISCE is specificallv concerned with:

i) Transmitting to manufacturers and exporters inquiries
received from abroad regarding Salvadorean products.

ii)}  Keeping the Salvadoran exporter informed of economic
and commercial developments.

iii) Creating the mechanisms for the marketing of non-
traditional Salvadorean products, and planning and promoting participation
in trade fairs, expositions, and organizing trade nmissions.

iv) Developing pilot projects aimed at stimulating the
manufacture of such products as may be in demand on the international
market through the organization of production cooperztives and export
associations.

v) Administering a guarantee fund tc provide collateral
for pre-export and export firnancing.

(%
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vi) Planning and administering Free Zcnes and promoting
on a national and intermaticonal scale the establishmen:t of new industries
in these zones.

These activities bear on economic growth and offer the possibility
of reducing unemployment amongst the poor. This seems particularly true
with regard to the marketing of non-traditional products since production
of traditional goods (coffee, cotton, and sugar cane)} are labor intensive
for the 3-4 month harvest period while production of nen-traditional —
products (handicrafts, clothing, shoes etc.) are labor intensive vear
round. The Export Development Law of Julvy 1976 stresses that “...the
export of industrial, handicraft, and agricultural products of a ncn-
traditional nature is an effective method for better utilization of...
productive capacity and creation of new sources of werk which shall
allow a major utilization of labor..." ISCE, then, is a mechanism for
stimulating production by finding markets for non-traditional goods, the
production of which provides work for unemploved or under-emploved
Salvadorans.

2, Project Purpose

The Mission Development Assistance Frograc (JAP) of June 1975
states that the objectives of the US assistance prograz ian Il Salvador
are to (1) provide for a more rapid growth of gross natiomal product and
{2) raise real incomes for the lower income earmers. The geoal of the
proposed project is to increase the emplovment opportunties (and thus
incomes) of the rural and urban poor of El Salvader. Wwithin this overall
framework, the purpose of the project is to develop ISCE's capacity rto
stimulate the production of small, labor-intensive enterprises and
assist those businesses to produce and market non~traditional goods for
export.

3. Project Description

Given the GOES initiatives in the area of reducizg unempleovment,
the Mission proposes a three year grant project eof about 3$490,000 to
provide technical assistance and training to the Salvadoran Foreign
Trade Institute (ISCE). These funds would be used toc develop ISCE's
capacity to promote exports and assist small, labor-intensive, export
oriented enterprises expand production. Enterprises, either small
businesses or cooperatives, could be selected from among those currently
receiving assistance or those newlvy identified bv the GOES Finance and
Guarantee Fund for Small Business (FIGCAPE), Technoserve (a T7.3. Zrivacte
Voluntary Agencv developing small enterprises), or the Mission's Special
Development Activities Project,
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If the proposed project proves successful and the demand for
credit expands as anticipared, the possibility of a follow-on AID loan
exists., However, at this time, it is not clear to what extent local
credit will be available to meet the credit demand of the type envisioned
in the project. )

It is expected that the following cutputs will be realized by
the project:

i) A capacity will be developed within ISCE to identify
specific export markets for non-~traditional goods and actual markets
will be identified.

ii) An export policy for non~tradificnal goods will be
developed by ISCE or the appropriate GOES agency.

iii) ISCE officials will be trained in export market
identification.

iv) A capacity will be developed within ISCE (in conjunction
with the private banking system) to assist small to medium labor intensive
enterprises to improwve production of non-traditional goods.

v) Several enterprises will be selected for assistance,
the needs of these enterprises will be identified, and technical assistance
will be provided as necessary.

vi) ISCE officials will be trained in getting assistance
to small enterprises that want to increase production or productivity,

C. Assumptions

The major assumption upon which the success of the proposed project
rests is that the GOES will accept an export poli:sv that promotes the
production and export of non-traditional, labor-intensive goods. The
feasibility and likelihood of the GOES adopting such a policy will be
carefully examined during the development of the PP.

D. Host Country and Other Donor Activities

The Inter-American Development Bank (IDB) has been working with
FIGAPE for some time. It has contracted Arthur D. Little, Inc. to do a
management analysis of FIGAPE to determine ways teo Ilmprove its ability
to assist small businesses whose output is aimed »rimarily for the
domestic market. It appears to be the intension of the IDB to provide
loan assistance to FIGAPE if such assistance is justified.

0.
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The Salvadoran Institute for Industrial Promotion (INSAFI) is an
intermediate credit institution which was established bv the GOES to
foster industrial development. It focusses primarily on middle and
large enterprises, though it does have a few small projects. INSAFI has
itself taken over a few of its failing enterpises and is attempting to
find export markets for that production (handicraft items, for example).

E. Alternative Approaches

An alternmative project design considered by the Mission was to work
through FIGAPE to assist small enterprise development. However, upon
examination it was found that (a) the IDB is working with that ianstitution,
as described above, and (b) FIGAPE does not have either the legal mandate
or the capacity to identify export markets.

In view of the above, a second alternative is alsc being considered.
This alternative involves the development of an "umbrella' organization
which would be in charge and coordinate the activities of both FIGAPE
and ISCE. 1In this set-up, FIGAPE would focus its attention on strengthening
the productive capability of both domestic and export oriented small
enterprises while ISCE would identifv foreign markets for small enterprise
production. This alternative will be further explored although it is
currently believed that working with ISCE alone is a more realistic
approach in the short run since the IDB is presently working with FIGAPE.

F. Beneficiaries

While it is impossible to estimate the number of people to he
benefited by the proposed project at this stage of proilect development,
the direct beneficiaries will be the owners of small business and their
employees as well as members of cooperatives who will receive emplovment
and increased income. For example, four shoemakers in San Salvador, who
employ between 10-60 people, ccould benefit from assistance from ISCE in
identifying foreign markets fer their handmade shoes and in technical
assistance on how to make a better shoe. In Nahuizalco and Sonscnate,
rural towns outside of San Salvador, producers of wicker furniture need
help in identifyving foreign markets, in accounting and bookkeeping, and
in quality control. In Uluazapa and San Vicente, two women's cooperatives
that are planning to manufacture men's and women's clothing could bhenefit
from the ideptification of export markets and technical assistance to
improve quality and quantity of productiocn. In Ilobasce, small hand-
carved and hand-painted figurines cannot be produced fast enough to =eet
the foreign demand. From La Palma, finelv painted handicrafts are now
reaching foreign markets, but considerable potential for further expansion
of production and sales exists.

The proposed project is intended to increase production and exports,

especiallv non-traditional goods. This should increase demand for
certain Salvadoran and CACM raw materials. Thus, backward linkages will
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be strengthened to the suppliers of those materials thereby increasing |
their employment opportunities and income as well.

No precise figures are currently available, but it is estimated
that 50-75 percent of the labor force that produces handicrafts, clothing
and a few other labor-intensive items is compesed of women. Women more
than men will probably be the beneficiaries of this project. Employment
of women will also lead to a reduction in fertilitv as well.

G. Spread Effects

If as expected the proposed project is successful in strengthening
the capacity of ISCE in the areas of promotion, assisting small enterprises
to increase production, and marketing nom-traditional exports, then the
project could have significant spread effects. Mcre gpecifically, ISCE
would be able to provide continuing assistance to additional small
enterprises thereby increasing employment opportuntiies and incomes of
added numbers of workers. 1In addition, a proven track record in prometion
and the provision of technical assistance to small enterprises could
lead to the provision of additional financial resources thereby further
expanding ISCE's spread effect described above.

II. Financial Requirements and Plans

The estimated financial requirements necessary to carry out the
project described above are as follow:

($000)
I
AID GOES TOTAL |
Advisory Assistance 215 - 215
Export Promotion (LT)
Advisory Assistance 110 - 110 ‘
Production (ST)
Export Promotion, Marketing & 65 30 95 :
Training
Training and Reference Materials 30 50 80 :
Promotion Costs 70 110 180
Operations - 150 150 !
TOTAL 490 340 830
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The Mission will provide funds for contracting technical assistance.
ISCE requires a long term advisor (three vears) to assist it in export
promotion and to coordinate and direct project activities. In addition,
a short term advisor, probably an econcmist, will assist the GOES in the
first year of the project in the modification of the current export
development policy focussing on the stimulation of the production and
export of non-traditional goods. Finally, specialized short term advisors
will be contracted to assist small enterprises in production, packaging,
and marketing. These advisors would be experts in the production and/or
marketing of items that are selected and woulé work directly with the
business or cooperatives selected.

The project will also include both in-countrv aand participant
training of ISCE staff. This training would include methods and practices
involved in the identification of domestic prcducts which are potentially
marketable internationally. It could also include training of Salvadoran
Embassy commercial attaches. The long-term advisor would assist ia on-
the-job training of appropriate ISCE staff in the general management of
a national export promotion office. Other training would include visits
abroad to observe functioning trade promotion operation such as the
Korea Trade Association. Other training for the ISCE staff will include
on-the-job training in the identification and contracting of technical
assistance necessary te increase the production of the selected products.

Modest commodity assistance will be provided for in—country workshops/
seminars and in support of other in-country training. Funds will he set
aside for shipment of sample items ro potential buvers or trade fairs
and for setting up displays in trade fairs.

ISCE will provide a counterpart to the long term advisor, secretarial
support, international travel costs of participants, office space,
supplies and furniture, in-country seminar costs, research, publicaticus,
and in-country travel.

III. Project Development

ISCE has stated to Mission representatives that this is a proposal
of high priority and that it is approved in principle bv the Ministry of
Planning. The proposal has been discussed in-depth with ISCE’'s general
manager on several occasions, and is being developed under thoroughly
collaborative conditions. The Mission, with FY 1977 selected Develcpment
Problems Technical Support Funds, is contracting for an exper? in export
development pelicy to assist in the development of this proiect. The
Mission economist has prepared a background analvsis in export dJdevelopment
policy in anticipation of the expert’'s arrival. Tinallv, the Mission has
also conducted an overview case studv of the wicker furniture industry
and will incorporate its findings into further development of the proiec:t.

-
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The Mission will go directly to the PP upon approval of the PID.
The GOES is ready to develop this project immediately. The amount of
$18,000 has been set aside in the FY 1978 Selected Development Problems
Technical Support Project for 3 person months of services in the areas
of small enterprise and export development. These technicians will
assist in the preparation of the PP which is scheduled for submission
during the second quarter of FY 1978.

IV. Issues of a Policy Nature

The major issue which has surfaced during the development of the

- proposed project is that concerning El Salvader’s currency. The country's
currency is presently overvalued due to the high import tariff structure

: designed to encourage import substitution amongst CACM countries. This
action has tended to discourage salvadoran exports from going outside

the CACM. Since the country's overvalued currency is part of an overall
CACM policy, E1 Salvador cannot unilaterally take action to devalue.
Therefore, the proposed project is designed ro orovide an alternative

way to overcome discentives and encourage exports.

2
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IMPROVEMENT OF RURAL PRIMARY ZDUCATIOCN

I. Summary of the Problem and the Proposed Response

A. The Problem

The Govermment of El Salvador is commicted to providing universal,
free, compulsory education to all children from grades one through nine.
Despite considerable efforts under the last five vear Education Plan
(1972-1977) to increase school construction and related services, with
special emphasis upon rural facilities, serious problems remain with
respect to ensuring adequate coverage of the formal school svstem. The
newly elected national government, which assumes office Julvy 1, 1977,
has indicated that improvement of rural education will be one of its
highest priorities.

A comprehensive Education Sector Analysis, conducted over the last
three years with the assistance of A.1.D. and the U.S. Bureau of the
Census, analvzed education in El Salvador from the perspectives of
access to services, internal efficiency of the svstem, and relevance and
quality of programs at all levels. The following discussion relates to
some of the major problems encountered in each of these areas:

i) Access to Schools

The lack of adequate school facilities and services in
primary education (grades 1 through 6) in the rural areas is a serious
obstacle to increasing the level and quality of education for the rural
poor. For example, a considerable number of schools continue to be
incomplete in the rural area. In 1973 only 327 of rural schools offered
all six vears of primarv education or more while the figures for the
mnation as a whole and for the urban area were 317 and 937, respectively.
‘Although more recent data do not provide a break down 5v urban and rural
areas, the situation reflected in the figures for 1973 ar the natiornal
level remained virtually unchanged in 1975, indicating a continuing
deficit in the rural area. Also, third cycle schools (grades 7 through
9) in the rural area account for less than 5% of all the countrv¥'s
schools of this tvpe.

Moreover, despite the Ministry of Sducaticn's (MOE)
school construction programs, enrollment figures appear to indicate that
school facilities are not keeping pace with the growing population. Tor
example:

(a) In 1971, 58.6% of the rural residents 10 o 14
years of age were enrolled in school compared with 57.6% in 1973, (Tn
urban area also showed a decrease in coverage from 87..7 in 1971 ro
83.8% in 1975.)



(b) Approximately 20% of the urban enrollments are
made up of rural pupils who are obliged to commute daily to classes.

{(¢) A disproportionate percentage of rural students
are enrolled in the first two grades in relation to the total rural
enrcllment at the primary level, indicating a protlem of access to
continuing educational services in the rural area at the higher grades.

In addition, crowding {as measured by square meters of
space per student) is more prevalent in the rural area and higher annual
dropout rates there are associated, by and large, with the incomplete
schools. Population and matriculation data also show that rural students
enter school later (at 8.5 years of age as compared with 7.9 for urban
students) and permanently abandon school earlier than their urban counter-
parts (13,2 years of age versus 15.2).

Finally, the problem of "dropouts" in the.rural schools
of El Salvador is serious. Because of the alarmingly large numbers of
these persons, it has been assumed that numerous factors contribute to
this phenomenon. Although thorough research has 1ot been conducted with
respect to all of these factors in E1 Salvador, sufficient data from the
Sector Analysis exist which tend to minimize the importance of these
factors as compared to the wvariable of inadequates access to educational
services in the rural areas.l/ It should be noted that many "dropouts™
in rural El Salvador are actually ""lock-cuts" (students denied access to
succeeding years of schooling).

The above data strongly suggest that the key problem to be
addressed is the provision of "complete"” primarv schools, i.e., schools

that provide all six grades in one locatiom.

ii) Quality of Education

The inadequacy of rural primary education is another
major problem uncovered by the Education Sector analysis. Teachers in
rural areas tend to have less formal education ard training than their
urban counterparts and thus are likely to be less effective in the
classroom. Moreover, since many are not residents of the rural communities
they serve, they lose valuable school time comnuting daily or weekly
from urban to rural areas. An additional consequence isg that they
become less involved in the rural ambiance and do not foster cordial and
constructive relationships with pupils, parents and other rural residents.

The insufficient quantity of iastructional materials in
all grades of primary education also comtributes to the problem of
quality in education. Basic materials have been developed over the years
by the MOE, but production and distribution of these materials have
lagged far behind actual needs. Little significant agetivity has taken
place to develop appropriate additional materials, especially those
which would be relevant to rural living. The spreading Instructional

1/ Analytical Working Document #2, Office of Planning, MOE, March 1977
discusses in detail all of these factors.
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Television System, which now covers grades 7-3 fullv and partially
covers grades 4~6, helps to alleviate this problem somewhat, but it
cannot be considered an adequate substitute for sufficient quantities of
printed classroom materials and other audio-visual eguipment.

Also, insufficient efforts are being devoted to rural
curricula development. Little attention has been directed towards
inclusion of information and activities that are "rural-centered” (e.g.,
simple agricultural/vocational/ health concepts and practices). Thus,
the development of a more relevant curriculum, which is geared to the
unique needs of rural pupils, is necessarv.

Finally, an additional problem which would be =itrigated
by the proposed project is the high population growth rate in =1 Salvador.
Convincing data now exist to support the contention that increased
levels of schooling positively correlate with lower fertilicy rates. A
recent studyg shows that the fertility rate for women with schooling
between 1-3 years was 225 births per thousand women, between 4-3 vears
was 182, and for 6 years (i.e., primarv schocl completed) was down to
172. Thus, these data imply that the more years of schooliag completed,
the lower the fertility of women.

1ii) Adequacy of MOE Data Svstem

Ancther major outcome of the Education Sector Analvsis is
the recognition that serious problems exist regarding the availabilicw
and accuracy of data being produced by the various departments of the
MOE. The reports presently being generated by the MOL indicate that
many important educational phenomena are not being quantified accurately,
(e.g. in the area of repetition), that conflicting and overlapping
figures are being produced, and that other important data are being
overlooked. Some reports never arrive in the MOI centralized planning
office and others arrive too late to be useful.

The Office of Planning and Organization (ODEPOR) is
ostensibly the sole unit responsible for the collection and dissemination
of all data required for all the Ministrv's departments. CDEPOR's
primary function is to analvze national education activities, and to
plan, organize and coordinate the implementation of policies to correct
program deficiencies. To, this end it collects and aggregates data on all
aspects of MOE activities and produces an annual report for the Congress.
This report should be a summarization of records maintained bv the MOE
throughout the school year, but it actually is the resulr of a special
data collection and hand-tabulation effort conducted independently bv
ODEPOR.

ODEPOR relies on school direcrtors throughout the countrv
for a great deal of its data. Thus, many different forms are sent to
school directors at various times during the school vear. These officials
must take time awayv from their daily adminis:rative duties to collect,

I7W. P. McGreevey, Population Impact Analysis: El Salvador, March
1977, page 24. 12,
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record, and forward data to the MOE. ODEPOR thus receives forms that
are often late, inaccurate, and/or incomplete. These problems could be
resolved through the design of a standardized and centralized collectien
system, using a few revised forms that are clearer. more uniferm in
content and layout, and designed for computer processing.

The essential problem, therefore, is the lack of a modern
' system of educational data collection, reporting, processing, and manage-
"ment. The problem results from inefficient data collection forms and
procedures, inadequately trained personnel, and inadequate equipment to

" tabulate, analyze, and process data,

B. Proposed Response
1. Purpose

The Mission's overall goal in the education sector is to
improve the educational level of the people of EL Salvador, especially
the rural and urban poor, to enable them to participate more fully in
the social, economic, and political life of the nation. Within this
framework, the purpose of the proposed project is to improve and expand
primary education (grades one through six) beinp offered to El Salvador's

poor majority.
2. Project Description

To achieve the stated purpose, the following program outputs
would be developed:

i) Approximately 1400 new classrooms added to existing
structures;

ii) Approximately 400 existing classrooms replaced and
1100 renovated;

iii)  Approximately 420 classrooms for 140 new 3-3-6
schools constructed; 3/

iv) New MOE classrooms and schocols equipped and furnished;

V) Administrators, supervisors, specialists, and teachers
trained;

vi) Appropriate instructional materials prepared and
produced; and

vii) MOE data management system revised.

3/ The 3-3-6 schools provide six continuous graces of primary education
in three classrooms by using double shifts.
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To develop the outputs described abeve this project would
finance the following inputs:

i) Construction: Approximately 1820 new classrooms and
the replacement and renovation of approximately 1500 existing classrooms.

ii) School Equipment and Furnishings: Teacher and
student desks, and basic instructional equipment (e.g., mimeo zachine,
overhead projector, science kits, farm implements).

iii) Teacher Training: Training of 1820 primary teachers
to supply the 820 new classrooms.

iv) Instructional Materials: Production and distribution
of primary school textbooks and supplementarv materials (e.g., atlases,
maps) for pupils and reference and related materials for pre-service and
in-service teacher training.

v) Technical Assistance: Approximately 8 person vears
of advisory services in educational planning, administration, teacher
training, curriculum, research, guidance, instructional materials, and
data management.

vi}  Participant Training: Approximately 12 person vears
of academic training in the areas of educatioral planning, administration,
curriculum, teacher training, research, guidarce, instructional =materials,
and data management.

3. Major Assumption

The major assumption pertinent to project success is the
avallability of sufficient numbers of qualified MOE personnel to serve
as full-time counterparts to Mission and U.S. technical adwviscors. It
this PID is approved for further investigation, the Mission would ccasider
the utility of requiring as a condition precedent to disbursement the
formation of a MOE Project Implementation Team satisfactory to A.I.D.

4. Host Government and Other Donor Activities

This project is related to a previcus A.I.D. activity (lean
0l4) which contained similar project components; however, that project
and other activities have not resolved the problem of sufficient education-
al facilities and services to poor rural and urban children. A ncteworthy
difference between this and the previous project is that more emphasis
would be placed on revising the curricula and practices of rural primarv
education to provide a more relevant education based upon the needs of
the rural poor. For example, increased attent:ion would be Zdevoted to
agricultural practices, health, nutriticn, and population-related activi:zies
as appropriate for the age groups covered in the proposed prograzm. More
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attention would also be devoted to curricula dealing with the changing
role of women in modernizing societies. Finallwv, specific attention
would be directed toward the design and construction of appropriate.
schools in order to effect economies and to serve as better learning
environments.

During the last five years the MOE, with assistance from AID
and the World Bank, has undertaken school construction for basic education.
The total number of classrooms built under these activities was approximately
2500. 0Of this total AID lcan financing covered 1,192 primary and 609
junior high classrooms. It is estimated that coverage in the rural area
for the six grades of primary has been increased ro approximately 70% of
the rural school-age population of 7 to 12.5 years of age. The program
will raise this figure to 82% by 1982, with facilities for an additional
110,000 new students vearly.

5. Beneficiaries

The direct beneficiaries of this program will be the estimated
110,000 additional rural pupils annually who will receive a higher
quality primary education, and the educational administrators, supervisors,
specialists, and classroom teachers who will receive training and supporting
educational materials.

Some studies have been undertaken which provide information
about the educational attaimment of the rural targzet group. According to
a 1975 national household survey 4/ conducted bv the Ministry of Planning,
the educational attainment of rural residents in %1 Salvador lags far
behind that of their urban counterparts as shown by the following data:

i) Of the total population of 10 vears of age and over,
38% were reported as illiterate. The correspondiag percentages for

illiteracy in the urban and rural zones are 18% and 537 respectively.

ii) In every age group, the rural dwellers are significantly
less literate than their urban counterparts as shown in the table below.

ILLITERACY BY AGE GROUPS

Years of Age Years of Age  Years oI Age  Years of Age 50 and

10-19 20-29 30-29 40-49 over
TOTAL 27% 31% 414 52% - - 58%
URBAN 9% 12% 167 287 37%
RURAL 39% 487 58 68% 76%

SOURCE: Algunas CaracterIiIsticas Educacionales de la Poblacidn Salvadorefia.

4/ Algunas Caracteristicas Educationales de 1la Poblacidn Salvadoreiia,
Consejo Nacional de Planficiacidn y Coordinacidn Econdmica, January

1976,




. iii) Less than 12I of the rural residents had successfully
completed 4 to 6 grades of primary education as compared with 443 for
the urban residents. The figures for seven grades or more of education
are even more revealing, i.e., 2% versus 20X respectively.

6. Spread Effect

If successful, the program is expected to be replicated by the
MOE as it continues to provide primary education on an expanded and
improved basis. This program, therefore, is expected to provide the
"model" for future rural primary education in El Salvador. Manyv of the
program acitvities and benefits {(e.g., teacher training, curricula,
evaluation, and materials development and utilization) will also be
relevant for urban primary schools and for rural and urban junior high
schools.

In addition, the data management component of the proposed
program would meet the critical need for such a svstem in the MOE and
would also provide a basis for replication by other Central American
Ministries of Education.

II. Financial Requirements and Plans
The following financial inputs are required in support of the

program described above:

{millions of SCS)

GOES A.I1.D.

Component Contrib. Grant Loan Total

1. Comnstruction & Renovation 10.0 - 9.8 19.8

2. Equipment & Furnishings 1.0 -— 1.0 2.0
3. Pre. & In Service Teacher

Training 2.0 - - 2.0

4, Student Instrl. Materials 5 - .5 1.0

5. Technical Assistance - .6 - .6

6. Teacher Training Materials - — .5 A

7. Participant Training .1 - .2 .3

Total 13.6 .6 11.9 26.1

The A.I.D., portion of the total program cost is 4387 while the GOES
contribution is 52%. The construction component is equivalent to 767
of the program costs while the other components account for 24%. The
disbursement period of the AID loan is estimated at 4 vears.



III. Development of the Project

As previously indicated, a number of studies and anlysis have been
done (i.e., the Education Sector Analysis and various MOE studies)} to
help determine the design and feasibility of the propesed project.
Likewise, previcus experience with the terminated education loans
provides a sufficient basis for the planning and implementation of the
program,

For preparation of the PRP, the Mission estimates that either AID/W
staff or PSC consultants will be required as fcllows:

Educational Econcmist 4 weeks
Primary Scheol Administrater 4 weeks
Data Management Specialist 2 weeks
Instructional Materials Specialist 3 weeks

The estimated schedule for submitting the PRP iz May, 1978.

Assuming an approval of the PRP, the Missicn estimates that the PP
would be submitted during the first quarter of FY 1979. Assistance
along the same lines as described above will be required to complete the
PP. In addition, the assistance of a sociclogilst may be necessary. It
is estimated that these services will be required for approximately 8
person months.

IV. 1Issues of a Pelicy or Programmatic Nature

Two major issues have been identified: grant funded wvs. loan-
funded technical assistance, and provision of assistance for an educational
data collection and management system.

A, Technical Assistance

Past experience has demonstrated that host countries are reluctant
to expend large amounts of loan funds for foreign technical assistance
owing mainly to the high cost of these advisors. The Mission, while
sympathetic to the theoryvy of host country assumption of these costs, has
learned that the advantages of grant-funding these costs outweigh the
disadvatanges. AID maintains comsiderably more influence over the
selection and utilization of highly qualified foreign advisors (especially
the employment of U.S. advisors as opposed to the tendency of the host
country to select less-qualified and less-costlv third country advisors).
Therefore, the Mission recommends that necessar’ technical assistance in
this project be grant funded.



B. Educational Data Collection and Management

The Mission is submitting a separate PID for a project which is
designed to strengthen the data collection and processing capabilities
of interested Ministries including, inter alia, Education, Agriculture
and Health. Thus, that project addresses the common problems facéd by
GOES public entities in producing and using relevant data to assist in
planning appropriate development activities. 1If the PID for that proiect
is not approved in AID/W for FY 1979, the proposed project in Rural
Primarvy Education Improvement must be modified and expanded to incorporate
a modern data collection and management system for the MOE in view of
the constraint being caused by the inadequacy of the MOE data collection,
management, and processing system.
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MUNICIPAL DEVELCOPMENT

I. Summary of the Problem and Proposed Response
A, The Problem

El Salvador is divided into 14 departmencts, each headed by
a GOES appointed governor. Each department is divided into muni-
cipalities whose budgets must be approved bv the governor within
whose jurisdiction the municipality falls. A: present there are
261 municipalities in the countrv. Each municipality consists of
one or more urban centers which are surrounded bv dependent rural
areas. This relationship gives the basis in E1l Salvador for the
term ''rural municipalities."”

The municipality in El Salvador has deep historical rocts

and traditionallv has been responsible for providing basic local
public services. Wide dispersion of the rural population (607 of
the total} on the one hand, and the centralization of economic and
political power in the central government on the other, has had a
negative effect on the traditional activities and the image of the
municipality as an institution. Over time, municipalities in EIl
Salvador have deteriorated to a state which is characterized by
their limited ability to improve the quality of life of the pocor.

In virtually all Salvadoran municipalities, there are unfilled
needs in terms of public services as well as deficiencies in those
services that are available. These services Include markets,
slaughterhouses, feeder roads, potable water, refuse disposal,
etc. The result, as pointed out in the 1977 agricultural Secter
Assessment, is that the deficient rural infrastructure seriousiv
impedes the development of a small farm agriculture base.

For the most part, Salvadoran municipalities have traditiocn=-
ally encountered extreme difficulties in their efforts to provide
even a minimum of required public services. According to a recent
diagnostic studyi undertaken by the Ministry of Interior (Minia},
the reasons for these difficulties are varied and thev include the
following:

i} Inadequate Technical and Administrative Capabilities

A significant proportion of the staffs and tech-
nical personnel of the municipalities have inadequate administrative

L/ The Ministrv of Interior, Documento DiagnSsticc Sub-Sector
Desarrolle Municipal..., June 1976, pp. 89,
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-and technical competency. This is one of the primary causes for

the low level of services that the municipalities provide. Most

. mayors are not trained administrators and their staffs do not

possess the necessary skills to be effective, Moreover, muni-
cipalities lack the financial resources to employ sufficient
numbers of persomnel. Over 50% of the municipalities (134) gene-
rate revenues of %400 or less a vear and thus are limited to 2 or
3 staff including the mayor. The lack of financial resources also
affect the caliber and quality of personnel., With municipalities
paying the average of only $54.00 a month to their employees, they
cannot attract and keep well qualified techmical persommnel. As a
result, deficiencies are prevalent in tax coliection, planning and
project preparation, and implementing, accouncing, and providing
adequate services.

ii) Limited Tax Base

Approximately 80% of the property tax (which is
the primary means of support for local governments in most countries)
is included in the net worth tax collected by the central government
in El Salvador. This therefore limits the tax base for municipaii-
ties primarily to revenues from services such as water, lights,
markets, and slaughterhouses, from fees for issuing various licenses,
and from the sale of land. As a result, locallr generated revenues
are extremely low (totaling approximately $8.3 million in 1976 which
represents only about $2.00 per capita and about 4% of central govern-
ment revenues). Thus, the revenue base of most municipalities is in-
sufficient given the local needs for infrastructure and public services.
This problem is compounded since most municipalities have neither the
technical tools mor the trained personnel to administer a modern tax
system. As a result, tax rolls are outdated, user charges for services
do not have sufficient relationship to the cest of supplying services,
and the amount in delinquent taxes is significant (some debts have
been on the bocks for over 30 years). Moreover, any change in the
tax rates or the tax structure by the municipality requires the ap-
proval of the National Assembly. Poor tax administration and cumber-
some bureaucratic procedures have resulted in lower revenues and,
therefore, extremely limited resources for sccial investment by
municipalities.

iii) TInadequate Financial Rescurce Transfers

Although the central government receives the
proceeds from the property tax, it does not zdequately reilmburse
municipalities with compensating subsidies. Moreover, these transfers
are not based on anv national set of criteria relating to need or to
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a national development strategy. The result is that municipal
revenues are insufficient to support even the minimum require-
ments for the provision of services and the development cof an
adequate infrastructure. Besides these inadequate subsidies,

the central government transfers to the murdicipalities 3% of the
export tax on coffee (this transfer totalled only $9353,000 in
1976). However, twentv-five of the most procuctive coffee zuni-
cipalities received 257 of the total and the other 236 nmunicipali-
ties received the remainder or about $2,971 each. 3Because werld
supply and demand for coffee causes the export tax to fluctuate
considerably, municipalities can never depend on this subsidv as

a stable source of revenue. Finally, the MinIn gives about $51.0
million a year to various municipalities for public works proiects.
However, these grants tend to go to the larger nunicipalities.

In addition to the reasons given in the MinlIn diagnostic
study cited above, another factor constraining the municipalities
from providing adequate services is population growth. E1 Salwva-
dor's population growth rate is relatively high, averaging about
3.3% annually between 1970 and 1975. On the other hand, revenues
have not increased to meet the needs of the increasing population
but have remained inadequately low.

These, then, are the principal problems impeding the develop-
ment of Salvadoran municipalities. The proposed preject is designed
to address these constraints to municipal development through the
various components in the proiect.

B, GOES Response

The Ministry of Interior has a high degree of respcasibility
for general supervision of the municipalities and carries out this
function through the Directorate of Regional Developmen:t (DDR).
The reorganization and expansion of DDR in 1974 represented a
significant step on the part of the GOES to give technical as-
sistance and training to the heretofore neglected zunicipalities,
This new policy has been further strengthened in the proposed 5-
year plan (1978-82) which targets considerably more rescurces Lo
increase the capability of DDR to service the municipalities.

This is encouraging evidence that the GOES intends %o strengthen
the role of municipalities as instruments of national develcpment.

c. A.I.D. Response
1. Goal and Purpose
The averall goal to which the proposed project is ad-

dressed is the improvement of the quality of life of the poor
urban and rural dwellers who reside in or around the market towns



in El1 Salvador. At the sub=-goal level, the project iz intended
to enhance the capabilities of municipalities to assume. a larger
role in identifying and addressing many of the socio-economic
needs of their inhabitants. Within this f{ramework, the purpose
of the Municipal Development Project is t¢ strengthen the insti-
tutional capacitv of the MinIn to assist municipalities in improv-
ing their administrative and financial capabilities., Once an ef-
fective municipal development agency has heen established within
the MinIn, an important part of the bureaucratic infrastructure
necessary to meaningfully address the problems of the municipal
governments would be in place.

2. Project Description

The DDR of the Ministry of Intericr has been in existence
for several years. 1t is composed of three principal divisions
including the Municipal Technical Assistance, Municipal Relations,
and Municipal Treasury Departments. It has a total staff of approx-
imately 62 employees, of which about 28 are professional level
personnel. However, the DDR has not been actively involved in
municipal development activities primarilv due to the GOES' in-
adequate understanding of the problems of the municipalities, and,
as a consequence, the limited budgetary support of DDR which is
charged with dealing with those problems. In 1976, a diagnostic
study was undertaken by the DDR and, as a result, the GOES has
become more aware of the extent of the problems and is becoming
increasingly interested in the area of municipal development with
special interest on the smaller, rural communities.

As a result of DDR's limited acrtivities and experience
in the past, however, the initial step in developing a Municipal
Development Program must be the strengthening of the DDR itself.
Thus, in order to help achieve the stated purpose, the project's
outputs would include:

i) Baseline data involving municipalities collected
which identifies growth centers; econcmic potential; infrastructure,
technical assistance, and training needs;

ii) Selected MinIn emplovesas trained and equipped
with the necessary tools and skills;

iii) A Municipal Training Institute operational
with appropriate training materials and programs developed;

iv) Municipal operating and training manuals
prepared; and
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v) Municipal loan program energized withia the
DDR's Municipal Treasury Department.

At the municipality level, the following results should
be forthcoming by the end~of-project:

i) Various municipal emplovees trained;

ii) Municipal administration and revenue improve-
ment plans prepared and implemented;

iii) Value of ekisting Municipal Treasury loan
portfolio significantly increased; and

iv) DDR projects analyzed and evaluation feedback
provided.

D. Major Assumptions

There are two principal assumptions upoa which the success
of the proposed project rests. First, it is assumed that the
president-elect, upon taking office in July 1977, will coantinue
to support regionalization and decentralization as he did during
his election campaign and that he will exercise a polizical com-
mitment to the revitalization of the municipalities as an effective
instrument for meeting the sccial and economic needs of the poor
majority. Second, it is assumed that at least 753X of the traiaed
personnel of the municipalities and the DDR will remain in their
positicn for a wminimum of three years after training. During the
development of the PRP, an effort will be made to determine whether
these are reasonable assumptiors or not.

E. Host Country and Other Donor Activities

Only limited activities have been undertaken by the DDR in
the area of municipal development. DDR personnel have undertaken
specific studies concerned with the problems within varicus =muni-
cipalities, including municipal administration and public service
projects. In addition, the DDR Municipal Technical Assistance
Department was recently created (7/74) and is providing T.A.
directly to municipalities to strengthen their administration and
operations.

Outside of the MinIn, several other governmental agencies are
providing project assistance to municipalities. TFomento v Coopera-
cidn Comunal (FOCCO) undertakes all manner of community development

projects including the construction of bridges, access roads, potable
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water systems, latrines, etc, Administracidn Nacicnal de Acue-—
ductos v Alcantarillados (ANDA) provides pctable water supplies
and sewage disposal facilities to municipalities, while the
Direccidn General de Urbanismoc vy Arcuitectura (DUA) constructs
and maintains the streets within the citv limits of municipali-
ties. Companiia Hidroelé&ctrica de Rio Lempa (CEL) provides elec-
tricity to any group larger than 10 individuals per kilometer

of line.

The Ministry of Planning is undertaking a study on urban
and regional development with the technical assistance of the
UNDP/World Bank through a contractor (PADCZ). The study is
concerned with municipal structure, finance, and law and is con-
centrated on San Salvador and the urban metrcpolitan area.

F. Beneficiaries and Spread Effect

The proposed project is designed to tenefit the poor majority
- both the people who reside in the market towns of the country
and the small farmers for whom these municipalities provide
infrastructure which enables them more easily to {(a)} transport,
sell, and process their products and (b) cbtain off-farm employ-
ment. The proposed project is based on the theory that develop-
ing market towns will create income advantages for both poor
townspeople and neighboring small farmers. This will also make
it more attractive for these people to remain in market towns and
surrounding rural areas rather than migrate to the metropolitan
area of San Salvador.

Strengthening the MinIn's capacity tc provide assistance
could eventually have a positive effect on all of El Salvader's
261 municipalities. If this project is successful as expected,
the ability to reach all municipalities will only be limited by
the resources available in the DDR and its Municipal Treasury.

I1. TFinancial Requirements and Plans

The estimated financial requirements necessary to carry out
the proiect described above are as follows:
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(zhousands of US$)

AlD GOES TOTAL
1. Fund for extending credit to
municipalities for infra-
structure projects - 800 BOO
2. Advisory services for
developing Municipal
Development Strategy
and Program 195 160 353
3, Municipal Administration
Advisory Services for DDR 450 - 430
4. Training 50 20 70
5. Municipal Training Institute 5 220 225
6. Operational Support - 200 200
700 1,400 2,100

A.I.D.'s share of the total cost is estimated to be 333 while
the GOES contribution would be approximately 6£7%. §195,000 is set
aside for the development of a Municipal Development Strategvw.

This consists of approximately 33 person months of short and long
term technical assistance which will assist the DDR in gathering
baseline data for program development and in determining the tvpe,
content, and duration of additiomal technical assistance and train-
ing needs of the DDR, The $450,000 is provided to finance approxi-
mately 75 person months of short and long term technical assistance
identified as described above., Also funds are provided to send
selected DDR personnel to other Latin American countries with zuni-
cipal development institutes for on-the-job training and short
courses. The $5,000 set aside for the Institute of Municipal
Training is for the purchase of training materials and equipment.
The disbursement pericd of the proposed project is 3 vears.

ITI. Project Development
A considerable amount of information has alreadvy been developed

which should prove useful in developing the proposed project. In
1974, AID/W provided a public administration technician to assess

the possibilities for a municipal development project in E1 Salwvader.

Considerable data was collected and recommendations were =ade which
provide useful background information. During 1976, the DR
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completed an ambitious and useful diagnosis of the status of
municipal development. The DDR also has published other useful
studies and reports concerning various aspects of municipal de-
velopment. Finally, AID/W recently provicer another public admin-
istration technician to assist the Mission in preparing this PID,
A significant amount of information was collected which should
prove useful for developing the PRP.

In order to develop the PRP, the Missicn would require the
services of a Municipal Administration techrician from AID/W for
approximately 1.0 person month. Assuming that this assistance
arrives during the period August-September 1977, the PRP would
be submitted to AID/W in December, 1977.

Assuming that the PRP is approved, the Mission would require
the following services to assist it to prepare the PP:

Municipal Administration Advisor 1.5 person month

Rural Sociologist 1.0 " "

Finance Specialist _0.5 " "
Total 3.0 " "

These services would be required during the period May-June 1978,
and 518,000 would be earmarked in the 1978 Selected Development
Problem Technical Support project, If the above schedule is ad-
hered to, the PP would be submitted te AID/W during the first
quarter of FY 1979.

If the proposed project proves succassful (i.e. the institu-
tional capability of the DDR is significant’v improved) then a
follow-on A.I.D. loan will be considered, Thigs loan would pro-
vide resources to DDR and its Municipal Treasury to expand its
activities to a larger group of municipalities by financing social
service type projects to meet the needs of the urban and rural poor
majority.

IV. 1Issues

None.,
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AGRO-INDUSTRIAL DEVELOPMENT
I. Summary of the Problem and Proposed Response
A The Problem

Recent studies by the ILO and the Ministrv of Agriculture {(MaAG)
have estimated a 46% rate of unemployment in El Salvador - the highest
rate of labor under-utilization in Latin America. The 1977 Agricultural
Sector Assessment states that one of the main problems faced by the
rural target group is the lack of employment opportunities. In 1973,
607 of the population of El1 Salvador or almost 2.5 million persons lived
in rural areas and depended on agriculture for employment, but only
about 677 thousand were economically active (either working or seeking
work).

There are two major ways through which the emplovment prcblem can
be attacked. One is through production of more labor-intensive crops,
and this is the objective of the Mission's Intensive Small FTarm Management
project (0174) and the Small Farmer Development PID. Another method -
‘directly linked to the latter since it would provide markets and processing
‘facilities for those crops - is to expand agro-industrial production.

As indicated in the Agricultural Sector Assessment (ASA), there are
good reasons for pursuing this latter approach:

i) The position of agro-industry in the marketing
chain for small farm products is an important one., One Zifth of the
value of all small farm production passes to the agro-industrial sector
for processing before it can be marketed, and another third passes for
partial processing.

ii) Agro-industry in El Salvador is on the average
almost twice as labor-intensive as all other industries. As noted
below, agro-industries are heavy users of labcer:



~2-

EMPLOYMENT, VALUE ADDED, AND NUMBER OF PLANTS FOR
MEDIUM AND LARGE SCALE AGRO-INDUSTRIES BY 3SUBSECTOR

Z of all
Value Manuf. # to Total
No. of Added Value No. of Industrial
Subsector Plants ¢ 000 Added Workers Employment
Fishing S 6,491 1.77 994 1.81 %
Food Processing 1,337 59,486 16.24 14,423 26.35
Coffee & Misge. 55 9,601 2,62 1,294 2.36
Drinks 27 19,583 5.34 1,516 2.77
Tobacco 109 15,896 4,34 1,339 2.44
Textiles 127 103,364 28.23 13,981 20.06
Clothing Products 127 10,246 2.79 3,218 5.88
Leather {Not Shoes) 24 3,381 0.92 672 1.22
Leather Shoes 94 11,148 3.04 2,002 3.65
Wood Products 54 1,017 0.27 578 1.05
Wood Furniture 60 5,078 1.38 1,309 2.75
Agro-industry Sub-
Total 2,023 245,741 67.13 38,810 70.92
All Manufacturing 2,660 366,086 100.00 % 54,725 100.00 7%

SOURCE: 1977 Agricultural Sector Assessment

' Thus, investment in agro-industry is the most cost-effective alternative
 from the standpoint of generating employment through industrial investment.

1ii) The small-scale industries with the highest
returns and greatest potential for expanding profits are the same industries
which would generate the most employment for unskilled rural workers.
That is to say, the smaller-scale agro-industries could be expanded
without compromising profitability. For example in the food industry
(on the average four times as profitable as the industrial average),
:labor-intensive enterprises vield the highest prcfits while those with
“low labor intensity are alsc the least profitable,

iv) The stimulation of agro-industrial ouput would
directly expand the demand for small farm products by strengthening the
already existing backward linkages to the target group farmers and to
the landless laborers. Food and textile eanterprises account for 78% of
all raw product demand from the agricultural secter. Small farm production,
which now supplies 14% of that demand, could be greatly expanded, as
could the production of cotton and sisal which employs many landless
laborers.
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v) Agro-industry would provide markets which would
increase the production of certain labor-intemsive crops now plagued by
marketing problems. This is particularly true with respect to vegetable
production. Vegetables can only be produced in El Salwvador during the
dry season because of the weather conditions, whereas thev can be grown
year-round in Guatemala's climate. As a result, instead of purchasing
locally grown produce, the major vegetable buvers prefer to izport from
Guatemala even during the dry season in order to guarantee steady supplies
during the rest of the year. However, since the producticon season in El
‘Salvador coincides with winter in the U.S., labor-intensive vegetable
crops could be produced for export with the proper developaent of
‘packing, shipping and processing agro-industries.

Although agro-industries would offer maay benefits, their
development has been hindered by two principal constraints. The first
of these is the lack of credit availabilitv. Although the small scale
agro-industries employ about 44% of all agro-industrial workers, thev
received only about 27% of the credit supply in 1975, The burden of
auto-financing the small firms is great, and informal credit alternative:s
costly. This credit shortage has tended to restrict the growth of the
smaller agro-industrial enterprises.

The second constraint has been the creation of a supplv-demand
cycle reinforced by govermment policies giving preference to grain crops
80 as to minimize the need for imports. Price supports, credit, research
and technical assistance are available for basic grains, but no coaparable
‘quantitative aid is given for other types of crops. Therefore, farmers
grow basic graims. They are further deterred from growing fruits and
vegetables by the lack of adequate markets, storage, and procassing
facilities. These remain inadequate because the primary products required
for processing are not forthcoming, since the farmers are not producing
them. Here the cycle begins anew.

If sufficient credit and technical assistance were available
to small-scale agro-industry, its expansion would be possible and bhetter
marketing, storage, and processing facilities would be developed for
labor-intensive farm products., These would not only create ezplovment
opportunities, but would also give small farmers incentive to swizch to
labor-intensive crops and enable them to capitalize on their ratural
comparative advantage, labor abundance,.

B. A.I.D., Response
. Purpose
The Mission's goal in the agriculturs sector is t¢ increase
production, productivity, income and emplovment of the target group.

The project purpose is to expand labor-intensive agro-industries bv
providing additional credit and technical services. This will generate
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employment, lead to increased small farm production to meet the new
demand for raw materials, and increase the income of those being employed
in the agro-industrial and small farm sub-~-sectors.

2, Recent A.I.D. Activities Related tu Proposed Project

This project is related to other on-going and proposed A.I.D,
projects. First it is supported by the Mission's Intensive Small Farm
Management Project (0174) which has as its purpose to increase production
of labor-intensive crops. Second, it is related o the Small Farm
Irrigation Project because fruit and vegetable sroduction requires
irrigation since they are grown in the dry season; to the Agricultural
Credit Loan since farmers need credit to grow labor-intensive crops; and
to the CENTA Loan which established an extension and research capability
to address, among others, multi-cropping problems. Finally the project
relates to the Mission's proposed Small Farmer Jevelopment Loan which
will improve small farm agricultural delivery systems, and to the proposed
Small Enterprise Export Promotion project, which will minimize marketing
constraints through market develcpment.

3. Project Description

The proposed project will provide funds to g national-level

-banking institution (e.g. the Central Bank, Agriculture Development

Bank, or Banco Hipotecario) which will in turn make funds available to
participating intermediate credit institutions (I7Ts). The ICIs will

then make sub-loans to agro-industries for the purpose of expansion or
initial creation. Agro-industrial firms that require technical assistance
will receive it from project sources set aside For that purpose.

As 1t is now envisioned, the ICIs will make three specific
types of sub-loans:

i} The first type of sub-loar will be for labor-

.intensive fruit and vegetable production, processing, and marketing,

primarily for export. The 1977 Agricultural Sectcr Assessment shows
that fruit and vegetable processing is a low-capital, high-labor require-

- ment industry and it is well known that fruit and vegetable production
‘ ig both labor and land-intensive. Production of vegetables would be

during the dry season under irrigated conditions, and would be aimed at
the U.S. fresh produce market in the months of December-February.

Surplus production would be canned or frozen for home consumption and
export. The processing would be vertically integrated with the production
and marketing in order to ensure the agro-industries will receive the
supply of products when required. AID funds would be used for financing
technical assistance to beth the ICIs and the firms engaged in the
production, processing and marketing operations,

ii} The second type of sub-loan would be for smalli-
scale agro-industrial enterprises with emphasis on c¢lothing, panela,
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food products and leather products. These are highlv labor-intensive
agro-industries and as such would generate significant emplovment. AID
funds would be used to strengthen the labor-intensive agro-industries
through the provision of technical assistance and credit funds.

iii) The third type of sub-lcan will be for integrated
production and processing of products primarily for local consumption.
An example of this would be o0il palm, which weculd substitute for edible
0oils now being imported to supply 530% of El Salvador's needs. Again AID
funds would be used for technical assistance as well as investment
capital.

The project outputs will be:

i} The expansicn and creation of labor-intensive
agro-industrial firms through the provision of credit and technical
assistance,

ii) TImproved ICI agro-industrv lending departments.

iii) Increased agro-industry production/marketing
systems management capabilities.

C. Major Assumptions

There appear to be two principal assupmptions upon which the success
of the project rests. They are that:

i) The GOES will enccurage policies designed to
expand labor-intensive crop production and agro-industrial development,
The proposed five-vear development plan (1977-82) to be implemeatad bv
the new government states its commitment to expand agro-industries in
general, and fruit and vegetable agro-industries specificallr.

ii) A sufficient supply of primary products will be
available to initiate small-scale agro-industrial development. During
preparation of the PRP it will be determined whether this assumption
actually presents a serious constraint for the small-scale industries.

D. Host Government and Other Related Activities

The Instituto Salvadoredio de Fomento Industrial (INSAFI) is a GQES
ICI (under the Ministry of Economy) which provides credit to industries,
promotes industrial development, conducts feasibilitv studies and
provides technical assistance. INSAFI bSegan operations in 196 and at
the end of 1975 had a total investment and loan portfolio of nearly $30
million. Of this total, approximately 30 per cent was for agro-industrial
activity, with less than 2 per cent in food industries and =ore than 20
per cent in textiles. About fifty per cent of INSAFI resources comes
from several lines of credit in the Central Bank, abcut 25 per cent frcm
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self-generated revenues and the remaining 25 per cent from external

sources such as AID and the Central American Bank for Economic Integration.

The Fondo de Financiamiento y Garantia para la Pequefia Empresa,
(FIGAPE), began operations in late 1973. FIGAPE is also a government
institution and in addition to credit, providas technical assistance to
small enterprises. At the end of 1975, FIGAPE had a total investment
and lean portfolio of $20 million. O©Of this total about 25 per cent was
in agro-industrial activity with less than 6 j2r cent in food industries
and more than 18 per cent in textiles. Approximately 10 per cent of
FIGAPE's 1975 resources were self-generated and the remaining 90 per
cent were provided by the central government.

E. Alternatives to the Project

An alternative approach considered by the Mission was to expand
industrial development in general, However, the Mission believes that
concentration on agro-industries would be more desirable. Concentrating
on agro-industrial development is likely to have a greater impact on
achieving the goal of providing more employmen: and increasing the
production, productivity and income of small farmers than is another
kind of industrial investment since agro-industries are more labor-
intensive and the raw materials they rely upon are produced largely by
the target group farmers.

F. Beneficiaries

The rural poor target group includes 3just over 2 million people, or
83.5% of the rural population, as shown in the tsble below. Sixty-five
percent of the target group are members of extenced farm families
residing permanently on farms while the remainder are landless farm
worker families. This constitutes the target group toward which this
project is directed.

RURAL POOR TARGET GROUP: EXTENDED FARM FAMILIES
AND LANDLESS RURAL WORKERS

Farm Family Landless
Region Number of Farms Populaticn Population
West Region 47,979 275,623
Central (West) 62,565 356,025
Central (East) 36,664 213,272
East Region 77,348 475,079
All Regions 224,556 1,320,099 720,508

Total Target Group Population (Farms and Landiess) = 2,040,607

SOURCE: 1977 Agriculture Sector Assessment



The direct beneficiaries will be those target group families emploved
by the expansion of agro-industrial production. Assuming a total increased
investment in fixed capital of $20 million with 40 per cent going into
fruit and vegetable processing, 20 per cent in edible oil processing,
and 20 per cent each in clothing and shoes, its possible to cemstruct
the following table.

Number of New

US$ of Fixed Capital Workers from
Required per Additional the Assumed
Subsector Worker Investment

Fruits & Veg. Processing 319 15,078
Edible 0ils 6,777 590
Clothing 630 6,330
Shoes 1,593 2,510
Total 34,528

SOURCE: Migsion Estimates

{Not all of the funds to be provided by the project are intended for
fixed capital investment. The purpose here is simplv %o give some
order-of-magnitude estimates of project beneficiaries.)

Indirect beneficiaries would be those small farmers engaged in the
production of the raw material inputs to fill the expanded demand cof
agro-industries. No accurate assessment of the number of indirecct
beneficiaries is now available. However, this will be ascertained
during development of the PRP by looking more specifically at the number
of agro-industrial sub-loans to be made. This would allow the Mission
to calculate the increased demand for labor-intensive agricultural
products and thus the indirect emplovment and income effects.

G. Spread Effect

If this project is successful, it can be expected that the number
of agro-industries will continue to expand through sub-loan reflows as
well as from additional private capital investments which are likely to
occur as a result of the success of project-related agro-industrial
investments. The industries will also take advantage of the labor-
abundant situation which exists and which is expected o exis:z in the
future. As long as production is cost-efficient {(compared to other
foreign producers), El Salvador can continue to export ané count on an
unlimited market because, being a small countrv, its output is so limited
that it will not affect the price structure. Thus Tl Salvador's exports
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will not face much competion. The project mav also lead to a greater
emphasis on production of labor~intensive crops in El1 Salvador.

II. FINANCIAL REQUIREMENTS
The estimated financial requirements are as follows:

iMillions of Dollars)

Private _
Sector GOES AID TOTAL
Agro-Industrial Investment 5.0 5.0 10.0 20.0
Technical Assistance to
Agro-industries 7 .7
Technical Assistance to )
I1CIs A W
Improvement of ICIs 0.5 0.2 - 1.0
Total 5.5 5.5, 11.1 22.1

Funds will be made available on a loan basis at AID's most favorable
terms for El Salvador. These terms are considered necessary due to the
high risk associated with this type of investment. The disbursement
period will be five years. Approximately five person-years of technical
assistance in the area of finance will be required for the ICIs (private-
public commercial lending institutions) and aporoximately ten person-
years of various types of technical assistance will be required by the
agro-industries.

I1I. DEVELOPMENT OF THE PROJECT

The Mission will submit the PRP in March, 1978. Technical support
funds will be used to carry out pre-feasibilitv studies of the integrated
fruit and vegetable production, processing, marketing, and the oil palm
components. The Mission will aiso conduct a preliminary review of the
ICIs to determine their capacities for undertaking such a project. A
list of other potential agro-industrial activities will be developed.

The services of the following advisers will be required: one agro-
industrial economist (!l p/m); one financial specialist (2 p/m); and
processing specialists {2 p/m). The estimated cost of $30,000 will be
funded from the FY 77 allocation of Technical Support Project 167.

Assuming the PRP is approved, the Mission will proceed to develop
the PP for submission in the second quarter oi FY 79. PP development
will require the same kind of assistance necessarvy for the PRP. 1In
addition, an economist to prepare the economic feasibility and a social
scientist for the social soundness section will be needed. This is
estimated to require 10 person-months and cost about $60,000. The funds
will be made available in the FY 78 allocation to Technical Support
Project 167.



IV. [ISSUES
There are two principal issues of a policy or programmatic nature:

i) Whether or not agro-industries should pay some
or all of the technical assistance costs, since these are private insti-
tutions which will be benefiting from the technical assistance given.
During PRP preparation the Mission will attempt to determine what portion
if any of technical assistance should be borne by the agro-industries.

ii) Whether agro-industries warrant development. The
‘ASA indicates a 35% rate of return. An analysis will be made during PRP
‘preparation to determine whether that figure is accurate, and if so why
agro-industrial development is lagging. The analysis will also exanmine
the existing constraints that might explain this lack of development
(INSAFI only invested 30% of its funds in agro-industries ia 1973). It
has been suggested for instance that govermment policies discourage
their development in order to concentrate resources on basic graias; or
that there is a lack of familiaritv with this tyvpe of investment.

-0
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Project Title: Health Resource Centers - OPG
Sector Appropriation Categorv: Population Plannineg and Health
AID Funds: Initial Year - $ 75,000, FY 1979

Life of Project - 8250,000, three vears

Direct International Development, Inc. DID), a division of
Direct Relief Foundation (DRF) is proposing a three-vear araiec
the purpose of which is to assist selected campesino groups to
carry out independent self-supperting, permanent prograns in
intensive garden-farming, nutrition, sanitatien, income- generat
and health services. T¢ achieve this end, DID, with the assisrtanc
of volunteers trained by DRF, will establish Health Resource Cente
(ERC) in selected communities in El Salvador and train local Salva
dorans to operate them.

rv

An HRC is a mechanism for training rural pco
self-help measures to improve their health, nutr
HRCs will be located near established health fac
help to improve communitv health services empha
care through better nutrition, pure water, and s
curative care will be provlded by DRF's medical
associated hospitals. Some medical supplies will 35e »
volunteer staff of the HRC's will alsec teach pcor
increase food production through applicaticn of in
farming technologv. The production of nutritiou
basis for increased income generation and preven

w
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It is expected that at the end of the third vear three :ze
and nine satellite HRC's will have been established and approxima
eighty gardens will be in operation. Thirty aegricultural and commu-
nity health trainers and instructors will also have Seen tfrained.

Direct International Development will provide about 34 percent
of the total project cost (about 52000,000) for staff support serv-
ices in the U.S, and El Salvador, medical support sregra=s, volun-
teer trainers, and short-term consultants in horticulzure and heal:ih.

ta

AID is being asked to provide 53 percent of the toral
or ag

cost (5248,000). This will be used to fund stipend ;
and health trainers, travel expenses, overhezd costs, and ecuipmen
and supplies necessary to start demonstration earien,

oy
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Local communities and organizations will be asked to contribute
about 5 percent of the total costs, primarily for housing and food
for HRC volunteers.

The Mission and DID will continue to davelop the details of
this project further, including a more pracise financial plan.
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Country El Salwvador

Sponsor's Name CRS/Caritas

A. Maternal and Child Health...... Total Recipients _115,000
(Thousands)

No. of Recipients Name of

by Commodity Commodity KGS Dollars
115,000 WSB or CSB 3,136.0 834.9
90,000 Bulgur or R. Oats 627.3 102.3
90,000 0il 313.6 213.9

Total MCH 4,076.9 1,151.1

B. School Feeding ............ Total Recipients N/A

C. Other Child Feeding ....... Total Recipients N/A

D. Food for Work ....... «ess.s Total Recipients N/A

E. Other (Specify) .viv.iiiunn. Total Recipients N/A
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Country El Salvador

PL 480, Title II

In FY 1979, AID will provide food to 115,000 children under
six years of age, and pregnant and lactating mothers throughout
El Salwvador.

There has been some progress in strengthening the nutrition
impact and management ¢f the program through improved measurement
of weight changes, increased nutrition staff, and better commodity
management to reduce losses. The Mission is also attempting to
integrate family planning information and services into the Title
Il food distribution program. No success, however, has been obtained
in integrating the program into the draft national nutrition plan.
Nor has the Mission been able to encourage CRS/Caritas to think
in terms of a phase-out date, given their claims that Increasing
numbers of malnourished children in El Salvador precludes this.
The Mission will, however, continue to emphasize the importance
of CRS/Caritas develcping a Multi-year Program Plan (MYP), and
the Mission is hopeful that the development of a plan can be
achieved in conjunction with the presentation of the FY 1979
program plan in late summer,

\ 02
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Country El Salvador

Technical Assistance to Cooperatives

($000)
Grants FY 1977 FY 1978 FY 1979
519-0094 Special Development Activities 50 50 30
519-0202 Technoserve 0PG - 100 100
519-0203 UCS Agricultural Credit OPG - 100 106
Loans
None.

| £
(¥, ]
[}

TOTAL 50 250
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