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1. Salvadorean Municipality and Municipal System

As is true generally throughout Latin America, El Salvador's
main unit of local government has historically been the municipality,
usually including a town or urban area and a surrounding rural area
like a county in the U.S. As was true in the rest of Central America,
Colonial Spain fostered municipal development in El Salvador drawing
greatly on its own model of a country of urban centers largely due
to the Wars of the Reconquest and the necessity of settling in
towns for protection against the Moors. Thus in the colonial period
the municipalities provided many governmental functinns and with
" independence from Spain this system provided continuity of government
at the local level. In the century and half since that time El
Salvador's central government has grown and the municipalities have

remained static.

Modern day El Salvador has a population of approximately 4,400,000
people (40% urban) living in an area of 2,098,800 hectares. It has
a literacy rate of 57%, Per Capita GNP of 460 $U.S., 41 % of its Labor
Force in Agéiculture, Total Domestic Revenues of 232 million $US in
1975 and Total Central Government Expenditures in that year of 262
million $US. The Centraly Government headed by the President and
the Executive Branch are firmly in charge while government at the sub-
national level has been seriously eroded out of power. Currently in El
Salvador the subnational form of government organization is:
14 Departments, 39 Districts and 261 Municipalities. There are 14

Governors appointed by the Executive Branch. Until recently these have



been largely ceremonial appointments, but now the Ministry of Interior is
assigning staff members from its Office of Regional Development (DDR) to
assist at the departmental level in control and coordination of the
municipalities. Municipal budgets must pass through their respective
Governor's office for approval before being sent on ﬁo the Ministry of

the Interior. Governors ave appointed for the term of the President -

currently 5 years.

At the Municipal level terms of office are only for two years
(changed from 3 to 2 years in 1962). Countrywide there are 261 Alcaldes,
261 Sindicos, 980 Regidores and 1,04k Miembros Suplentes elected every
two years. The major/city council (alcalde/regidores) form of government
is practiced with an average of 60-70% of municipal budgets going to
support personnel costs. In 1976 there were 4,745 direct municipal
employees (including alcaldes, etc.) and 1,665 permanent municipal workers,
at a cost of 10.5 million colones. There is no official classification
system used for municipalities but they are generally broken into three
categories: urban (approximately 20), medium (approximately 30) and small
(the remaining 211). Over the years and currently numerous classification
' schemes have been proposed but none have yet gotten official approval even

apparently needed.

The 261 Municipalities have four sources of financing: local taxes,
coffee tax, direct grants from GOES and loans from Tesoreria. In 1977 the
1/

municipalities collected 23,413,000 colones in local taxes,

6,960,000 colones from the coffee tax, approximately 3,200,000 colones in

direct grants and 742,031 colones in loans from the Tesorerfa. Total from

1/ Figure for 1974



colones.
1977 is_approximately 36 m”]ipn/Municipalities can also rent or sell

municipal assets and operate loteries. The only municipality to have
received a loan from an international lender is San Salvador - a BID loan

~.

for a market system.

Local taxes are generally not well administerad or designed (see

Netzer report Recommendations for Strengthening the Financing of the

Municipal and Urban Public Services); the coffee tax income can fluctuate

greatly from year to year and is of significant benefit only to those few
municipalities in coffee growing areas and the smallest municipalities;

the direct grants from the Central Government are pork barrel allotments
for specific projects or problems; Tesoreria loans are made at 4%, for
periods of from 7 years (garbage collection equipment) to 15 years (markets);
to qualify for a loan a municipality has to be able to show that the loan
amount represents no more than 12% of its current budget figure; in the
last four years 1974-1977 only 29 of the 261 municipalities in the country
have been able to meet these stiff terms and qualify for loans totaling
2,300.000colones. With the funds from the above mentioned sources
municipalities pay their leaders, employees and workers, provide garbage
collection,-street maintenance, etc. and finance a myriad of public service

projects from parks and cementeries to new markets and corrals (see

attached sheets).

The laws governing municipalities are designed to subjugate, chastize
and castigate municipal leadership. The current Ley del Ramo Municipal
dates from 1908 and many of its statutes were written in 1879. Mayors
can be fined for turning in budgets late. The budgetary laws and related

rulings by the Corte de Cuentas and the MOl keep a very tight and laborious

control over what municipalities can do with their money.



There are pre - audits and post audits, strict form filling out
even post budget approval re-approval for amnunts over certain low fixed
amounts. For ex;%ple, municipalities with budgets of 200,000 colones or
less have to get explicit approval for any expenditure of over 500 colones
even though they have an approved budget. Municipalities in many cases
maintain civilian police forces. Local planning capacity is extremely
limited in all but the largest units. Local participation in making
decisions on specific projects isn't fostered in any organized fashion
and once a municipality passes on a request for assistance with a specific
project like a market - grant or loan - their role is essentially ended
as departments in the MO! decide what kind of market, how much, whea,
whether it should be financed, then draw up plans, let out the contract,
supervise it and pay the contractor - all without the municipality.
There is no municinal tax code, per se, rather accumulated tarifa de
arbitrios that have been approved over the years for the local taxes.
Many municipalities have outdated chargés for local taxes because their
officials find it easier to go to the central government and ask for a
direct grant than to ;ut through locally unpopular tax increases. For
example, thé city of San Salvador which recently has had total budget
deficits in the neighborthood of 25% - for which it obtained direct
government subsidy last year-is still using the tarifa de arbitrosuor
assessment rates originally established in 1946. Municipal employees
in E1 Salvador belong to the national pension system for public employees,

INPEP. There exists a small national organization of municipal secretarias

but no Municipal Associations or Leagues.



1. Municipal Support Services

The GOES channels its supporting assistance to the Municipalities
through the Ministry of the Interior and although this is an important
function of this Ministry it's but one of many such functions (see Annex
.__LLL_)' Within the Ministry municipal support is provided directly by:
Office of Regional Development, Treasury of Special Municipal Funds,
DIDECO*- 0ffice of Community Development, Office of Architecture and
Engineering and Office of iLegal Affairs. Indirect support is provided

by Planning and Technical Counseling and other Offices within the Ministry.

Office of Regional Development

Within this section are found the Offices of the Director, the Office
of Municipal Relations and the Office of Municipal Assistance. The

Office of the Director - staffed by the Director himself, a technical

assistant and a secretary - manages the activities of its two main depart-
ments, maintains contact with other departmerts in the MOI, works with the
governors, municipalities and Tesoreria and maintains work contact with

various other government organizations such as Ministry of Planning.

Assessment:

The Office is seriously understaffed, the Director is new to the job-
replacing a dynamic younger man for whom he formerly worked as a Dapt.
L4
Chief. The office's role hasen't yet been clearly identified within the

MO! because of the arrival of DIDECO, a new Minister, the disappearance

of ASISTEM and the new 5 Year Development Plan.

The 0¢fice of Municipal Relations

With 24 people, headed up by the third man in the DDR and four sub-

*Formerly FOCCO



chiefs, this office represents roughly half of the available manpower in
the DDR. Their work is to supervise and control the administrative aspects
of the municipalities. They accomplish this by preforming pre-audits of
municipal budgets, as they are sent up for approval; by on - site audits

in the municipalities,approximately 25 a year; by approving municipal
requests for actual expenditures; by inspecting and controling municipal-
land sales and investments; and by keeping inventory of municipal equipment

and facilities.

Assessment:

The primary and currently only real function of this office is control
of the municipalities for the purposes of the MOl and the central govern-
ment. The controls themselves when combined with others carried out by
central government organizations are burdensome and restrictive. There
is a great deal that could be done - needs to be done - to assist the
municipalities with their major administrative difficulties such as tax

collection and this office potentially can help do it.

The Office of Municipal Assistance

This key office of the DDR has a staff of 26 d.ivided into

departments of training, operations and technical assistance and a field
staff of 14 former promoters who since the demise of ASISTEM last year

are doing feasibility studies on municipal grant projects. This office

is currently undergoing major shifts in emphasis and personnel. Formeriy
ASISTEM (this project was cancelled by the new GOES administraticn apparently
for political reasons) it now has a new chief, many projects and no clear
definition of where to concentrate its limited resources. Nine of the 14,

field staff are scheduled to be transferred to work in 9 of the 14 Governor's



Offices as liaison with the municipalities.

Assessment:

The chief need of this office is to demonstrate to itself, the MOI
and the municipalities its capabilities. Given its small profession¢l
staff and consequent limited working capacity | would recommend it
focus its chief attention and efforts on a small group of selected
municipalities and establish a solid, saleable record of assistance. |
stress this aspect of legitimizing the functions of this office because
they are key ones and because within the MOl they are questioned given
the demise of ASISTEM and the fact that the office of municipal assistance
does not have its own budget but must draw funds from the Office of
the Director and the Office of Municipal Relations.

Budget Analysis

The three offices menticned above are budgeted through the MOl's
annual budget submission to the GOES. From 1975 to 1976 the budget
roughly doubled, representing the arrival on the scene of ASISTEM,
and this year some 548,000 colones have been alloted for this program.
Roughly 95% of these funds will go for salaries and per diem with the
small amognts leftover for equipment, propaganda, office supplies, etc.
Requested but not approved for this year's budget were funds to start
up a municipal training institute. Like their clients, the municipalities,
these three offices will need increased funding if they are to do their

assigned work.



Overall Assessment of DDR

The DDR needs greater political support from the Central Government
especially the MO!, it needs greater demand and support from the
bottom - the municipalities, mayors, governors, etc. It needs to clarify
its operating objectives; improve inter-office coordination on
specific and general projects. It needs people within its‘ranks who
have worked with the runicipalities, who can relate to them (currently
only 5% of DDR staff has municipal experience). It needs simply enctgh
a municipal development strategy. |t needs municipal development
tactics under this strategy. It needs short and medium term projects
which fit into its strategy and tactics and which it can achieve. The DDR
needs to analyze the results of its depending on the MOl and others
for expertise in engineering, planning, economics, legal matters.
Although nominally under the DDR the Tesorerfa de Fondos Especf-
ficos Municipales - Treasury - is in fact an independent organization
operating directly under the sub-secretary of the MOI. It has a staff
of 8 people whose salaries are paid out of the interest earned from
municipal funds. The Treasury is well!-heeled and only makes no risk
loans (see attached balance statement and loan figures). Their function
is to receive, control and disburse the excess funds collected annually
by municipalities using resplting capital for lending purposes to

develop municipalities (see Sec. | for discussion of loans and loan

eligibility).



Assessment

As currently run the Treasury doesn't service 907 of the
municipalities of Ei Salvador. Obviously then it needs to improve
its coverage or be replaced by a more development oriented
organization. A true municipal credit function would promote
its credit to as many municipalities as possible; tie its loans
to needed changes in recepient municipality administrative practices;
vary interest rates depending on project type and relate its
lending program to municipal development tactics established by
E] Salvador. To carry out the above mentioned the credit
organization has to be an integral part of the administrative
entity charged with carrying out the totality of municipal
development including training and technical assistance.

DIDECO - This organization which has just ‘been moved into the MOI

from the Presidency, constitutes a new Department within the MOI
with a large administrative apparatus, large budget (approximately
$¢3 million US) and a staff of roughly 650 people broken down into
8 divisions and 28 departments. Obviously the MOl and DIDECO will
need some time to accomodate themselves to each other. DIDECO's
function is that of developing local communities to develop
themselves. DIDECO and DDR have complementary functions assigned
them. The question of who will do what, where is still officially
unresolved although unofficially the word is that DIDECO will work

with the smallest 220 or so mhnicipalities and DDR the rest.
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Assessment: DIDECO's presence in the MOl should help focus more
attention on rural municipalities and communities. DIDECO

(FOCCO) has had difficulty in keeping its efforts focrsed cn
development of community groups rather than completion of x numbers
of small infrastructure projects. Unfortunately DDR has through
the MOl shared the same problem in regard to municipalities.
DIDECO's presence in the MOl should facilitate cooperation between
these two at the municipal level with hopefully DDR assisting
municipalities in administrative and credit matters and DIDECO
helping community groups to work with their respective
communicies. The idea of assigning specific municipalities to one
or the other seems a bad one since neither organization is capable
of or should be carrying out the other's function.

The role and functions of the 14 Departmental Governors - up
until now largely a ceremonial and administrative one - may bear
further watching if the MOl succeeds in its efforts to beef up
their staffs and contacts with the municipalities and all in their
; departments. As mentioned above DDR has no planners, enginecrs
or lawyers. They draw upon the Departments of Planning, Architecture
and Engineering and Legal Affairs for these services, of these three
offices only the Legal Office has direct contact daily with
municipalities.

Assessment:
Increased power for the governors probably means le;s for

the municipalities. The DDR needs to have its own staff if it is
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to service the municipalities properly although as currently set
up i.e., D.D.R. limited service to the Municipalities, the services
received are sufficient but not good.

Other important groups that impact on El Salvador's municipalities
are the Dept. of Municipal Control in the Corte de Cuentas and the
National Planning Office through the EDURES study. The Dept. of
Municipal Control has a staff of 43 people and exerts considerable
influence and control over this country's municipalities in the areas
of financial and legal matters. This office sets the standards - bY
giving opinions on budgetary situations of the individual municipalities
for MOl provision of grants and loans to municipalities. For example,
they put forth the opinion that annual loan repayments shouldn't be
for any more than 12% of any municipalities annual budget. These
opinions are based on site audits carried out in the Municipalities
(80-90 a year). Their chief function is financial auditing although
they also provide training and technical assistance in financial
matters.

The CONAPLAN - EDURES study has two components: first,
Administrative, Financial and Legal changes needed and second a
project for upgrading the Metro Area. This study will hopefully be
in final and available by September of this year.

Assessment:

The Dept. of Mun. Control should be taken into consideration
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in any municipal development efforts because of the weight of
its opinion and its assigned role as watchdog over the
municipalities - obviously the MOl is dup’icating some of this
departments functions. The EDURES study should be carefully
followed as it can provide guidance on the range, scope and
difficulty of obtaining changes in the municipal/urban/regional
sphere.

I11. GOES commitment to rural municipal development

Current GOES commitment to rural municipal development can
easily be summarized using the concept of giving a beggar
a fish every day as opposed to supplying him fishing equipment
and teaching him how to fish for himself. The GOES has a
permanent fixed commitment to provide the municipalities enough
funds to keep them alive but hasen't yet made the next step of
showing the municipal#ties how and where they can fish for
themselves. Neither has the GO:S yet begun to view the
municipalities, with their some 4,500 local government people, as
a partner in the development of El Salvador. Thus the new 5 yr.
Development Plan - 1978-1582 - like its three predessors treats the
municipalities as objects.of development not partners with the
central government efforts. The new 5 yr. Dev. Plan does mention
several specific MOl efforts such as the Financiera Municipal

(Municipal Bank) but does not mention funding or timing.
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Given this state of the GOES commitment to municipal
development, certain steps need to be undertaken now to expose
the central government, especially the MOl, and the municipal
governments to the concepts and practice of local government
participation in the development of their countries. Over the
next year or so selected representatives from the GOES and the
municipalities under the guidance of the MOl should be provided
the opportunity to develop a dialogue, a forum, a concensus
concerning the future of local government in E1 Salvador. |If they
reach a favorable conclusion, then the next logical steps would
be the ones identified by Harlon Hobgood in 1974 (see Annex 1):
- the development of a local government development strategy
by the GOES which would include the following minimum
tactical requirements:
. Clear GOES commitment by GOES to strengthen local
governments as administrative units.
Revenue transfers targeted as institution building
vehicles.
. Division of labor between local and central government.

Then the-stage would be set for the entrance of a full-

fledged local government development program.



ANNEX I

PERSONS CONTACTED

USAID ~ El Salvador
AID Director -- Mr. Aldelmo Ruiz

Assistant Director -- Mr. Peter Askin
AID Liaison - General Development Officer -- Mr. Sidney Chernenkoff
Economist -- Dr. John Chang

Health & Population -- Roberto Chivez

Rural Development —-- Mr. Dwight Steen

GOES - Ministry of Interior

General Leonidas Rojas -- Minister of Interior

Dr. Oscar Rodriguez Diaz -- Subsecretario

Sr. Esteban A. Munguia -- Director de Desarrollo Regional

Sr. Saul Barton -- Jefe de Dept. de Asesoria Municipal, DDR

Sr. TomAs Galdimez -~ Jefe Depto. de Relaciones Municipales, DDR

Sr. Buff Mackenzie -- PCV - Direccién de Desarrollo Regional

Sr. David Spekta -- PCV - Direccidn de Desarrollo Regional

Ing. Novoa -- Director of DIDECO (formerly FOCCO) MOT.

Sr. Roberto Carfas —-- Tesoreria de Fondos Especificos Municipales, MOI
Dr. Roberto Rivas Orellana —-- Jefe de Asuntos Legales, MOI

Sr. Mauricio Cartagena -- Jefe Dept. de Planificacidn y Asesoria Tecnica,MOl.

OTHERS

Sr. Ronaldo Calderdn -- Former Director of Direccidn de Desarrollo Regional.

Sr. Francisco José Alfaro Velasco -- Chief of the Dept. of Municipal
Control, Corte de Cuentas.

Dr. John Herbert -- Senior V.P. PADCO - EDURES Project.
Sr. Herb Mitchell, Political Off. U.S. Embassy.



ANNEX 1II
SOURCE MATERIAL

USATD - EL SALVADOR:

AID - Municipal Development
Agricultural Sector Assescment
Tri-Partite Studies - BID, BIRF, AID
Anexo 5 - Caminos Rurales en El Salvador

EDURES study - C. Recommendations for strengthening the F'inancing of
the Municipalities and Urban Public Services

El Salvador's Market System by Albert G. Madsen - June 1975.

GOES :
Constitucidén Politica de la Repiblica de E1 Salvador.

Ley del Ramo Municipal - 1976.

Ley del Régimen Politico - 1974.

Ley de Desarrollo de la Comunidad - 1978.

Ley de la Financiera Municipal.

Ley de Tesoreria General de Fondos Especificos Municipales.

Plan de Desarrollo Econdmico y Social - 1978-1982.

Plan Anual Operativce 1978 - Direccidn de Desarrollo Regional.

Documentos del Primer Seminario de Evaluacidn Interna del Programa ASISTEM.

Diagnéstico del "Desarrollo Municipal' - Junio 1976 - Direccidn de Desa-
rrollo Regional.

Number of Inhabitants, Dept. of Mun. Conttol.

Circular 20 - Instructions on Municipal Budgets~ October 1977.
Model Buaget for Municipalities - Nov. 1975.

Background Data on Dept. of Municipal Control.

Instructivo No. 1 of the Dept. of Municipal Contrel - Instructions to
the Municipalities on Municipal Financial Affairs.

Salary Scale - D. D. R,
Municipal Income for 1977 by Minicipality including Coffee tax.

List of 89 projects initiated by ASISTEM in 1977.

OTHER :

Report by Harlan Hobgood on Financiera Municipal in E1 Salvador
9/17/74.
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LHITS
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SR 6207

Nele N2 535
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CrEres Dy
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ADMINISTRACTION
TOIAL ACTIVO

CLEYVY DB onpuN

TEYEHSARILIDADES PENDIENTES
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MUNICIPALES

TESONERIA GENERAL DE FOMNDOS ESPECIFICOS

BALANCE DE SITUACION AL 28 DE FEBRERQ DE 1978

¢ 825,468,83

¢ 8,425,668,.83

7.600,000,00

‘ 200.00
10.221,.638.75

3430724624

6.854,392,51
26.010.80

26,010.80 |

15,016,31

15.916,31

SAN SALVanOR, 29

(- ‘\
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A -.-."
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CARLOS MOBFRTO CARTAS

rNn

Tlaval

TESCRLDRO

nAL DE FONDOS

TSYECIFICOS MUNICIPALES

18 689,234, 69

PASIYO
EXIGIBLE
FONDO COMUN MUNICIPAL
SUBSIDIOS

FOUDOS ESPECIFICOS MUNICIDALR
COEDITOS A TARG) PLAZO
CRIDITOS DeoLe N2 555
SUPERAVIT

ejercicios del 11-6-55 ‘al
31-12-77 REINVVRTIDO

Ui

I\T"F‘QP\"VQ

LDTLS

fafd 9 opeiy

DEPOSIT(B A PLAZO FIJO
IOTAL PASIVO

CUIAIWAS DE CRDEN PR CONT™A

RESPONSAUTILIDADES PENDIENTES

DE MARZ0 DE 1978,

6.872,911,79
1.619,.635,32
498,646,05

O 8534,392,51

!
DRy

ZT7hh 370

25,029.23
74 .24 .40

r

-

8.991,193.16

99,278,64

éOHT1709 TN TN
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18.689.234,.60
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