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GLOSSAI& OF ACRONYMNS 

AO)PAI Rural labor and campesino organization. 

BANAFI Industrial Development Bank 

BCR Central Bank
 

BFA Agricultural Development Bank
 

B1 Mortgage Bank
 

CCPAL Cotton export marketing agency (state monopoly)
 

(XSAIN Industrial Development Corporation
 

DIECRA Agrarian Reform Research and Planning Department
 

FEDECAJAS Federation of Savings Institutions (makes loans)
 

FINATA Agency in charge of Phase III reform actions
 

GOES The Government of El Salvador
 

INAZUCAR Sugar export marketing agency (state monoply)
 

INCAFE Coffee export marketing agency (state monopoly)
 

IRA Basic foodstuffs marketing agency (buys grains)
 

ISTA Agency in charge of Phase I reform actions
 

MAG Ministry of Agriculture and Grazing 

OSPA Agricultural Sector Planning Office 

PERA Agrarian Reform Research and Evaluation Program 

UCA Catholic University, San Salvador (Universidad 
Centroamericana) 

UCS Rural labor and campesino organization 

Crcp Years: 	 May 1 through April 30. Crop Year 1982 began May 1, 
1982 and will end April 30, 1983. (Ministry of Planning) 

Exchange Rates: 	 Official exchange rate: US$1.00 = 2.5 colones (02.50). 
"Parallel market" rate, Dec. 1982, US$1.00 = 0 3.75. 
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PI'EACE
 

On March 6, 1980, the Government of El Salvador launched an Agrarian 

was prepared for AID/ElReform. In December, 1981, a study of that reform 

up to that point, with evaluativeSalvador, sumarizing what had occurred 

covers legal and proceduralcaments and reccnmendations. 	 Thbe present report 

changes since December 1981, evaluates the present state of the agrarian 

reform in El Salvador, and presents reccnmndations for legal and procedural 

its effectivenss.alternatives to increase 

was carried out by a team of independentThe study was funded by AID, and 

and Ccxnpany, a consulting firm located inconsultants assnbled by Checchi 

Washington, D.C. The members of the 1982 Study Team were: 

Jrohn Strasma, Chief of Party, Senior Aqricultural Econcmist 
Peter Gore, Rural Sociologist 
Jeffrey Nash, Cooperative Agribusiness Specialist
 
Refugio T. Pochin, Senior Aricultural Fcononist 

the field, inmost of the information here presented was obtained in 

November and December, 1982, fram land reform cooperatives and beneficiaries, 

frcn landowners, and frcm Salvadoran government agency staff members. 

Wherever possible, we attempted to verify the accuracy of the agency data, but 

lack of time the civilin scre cases this ras not feasible because of or 

about half of the country. In anyconflict which prevented field 	work in 

for the choice of what we regard as the best case, we accept responsibility 

agenciessets of data we could locate, among the various Salvadoran government 

dealing with agrarian reform. 



le evaluative cctrtwntrs and the vjcVe on agrarian reform policies ard 

procedures contained in this report are strictly those of the study team. 

They may not necessarily coincide with those of UISAID/E1 Salvador or the 

Government of El Salvador. 

The study team and USAID/EI Salvador would welcm comrents and questions 

arcm those reading this report. Please direct correspondence to the Director,
 

USAID, American E'bassy San Salvador, APO Miami 34023.
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EX1XCUTIlVE" SUMM4ARY 

Scuichat to the Study Terun 's surjri s&, the Acrarian Reform is very nich 

alive in El Salvador. After a ootback following the March, 1982 elections, 

the process resumed in June,1982 with the active backing of the arimd forces. 

The army reinstated scme 2,300 former tenants who had been evicted, and. 

mobile teams signed up 9,000 more betwcen June and December, 1982. 

Appraisal, canpensation and titling appear back on track, though ISTA 

needs ore budget funds for the cash part of ccrpenm;ation and the titling 

process needs streamlining. Agency leaders are aware of the need to improve 

managerwnt and technical services to beneficiarie,, and we found a refreshing 

lack of dogmatisn alNwut indiv.idual farming and prodtction cooperatives; some 

projects we visited are going one way and scme the cther.
 

Productivity in the land reform sector is about the same as 
 in the rest
 

of agriculture, both holding at about the average for the five years before
 

land -reform, 1975-79. This is amazing, in view of the violence and guerilla
 

warfare that plague much of El Salvador. Except where gucrilla activity has 

forced beneficiaries to abandon farms, employment is up somewhat over previous 

levels. Yf peace is restored, Salvadorans will soon increase exports, 

replace food now being ixrLporte frcn Guateiala, and develop food processing 

and other aqribusiness ventur e. 

We reccmund a n~uier of changes ii ] icies and procedures, toin enhance 

the effectiveness of the agrarian reform and help consolidate it in favor of 

the beneficiaries and of El Salvador. Some of these changes are already
 

planned or are part of AID's intended program for next year; others would be
 

new or would happen later. However, the entire process will be aided greatly
 

if the level of violence and guerilla action drops and world prices for 

coffee, cotton and sugar rise. 

Our I)rinrJiml roccriutvKnridl io(inr fol ] w: 

10
 



]or( 	 ry-nindi i(i )ii ; 

1. 	 Sirpl.ify the legal process for granting and registering land titles. 

2. 	 Ccrplete the valuation and paynnt for the remaining expropriated farms. 

3. 	 Ccuplete the assignrtent of these farms to their beneficiaries. 

4. 	 Create an insurance system for losses from both natural causes and
 

acts of war.
 

5. 	 Review the "emergency" loans of 1980, writing off those not recoverable. 

6. 	 Review the agrarian debt established for Phase I beneficiaries, reducing 

those land prices that exceed the true value of the land in production. 

7. 	 Find a way to pay promptly for export crops produced by beneficiaries, 

so members can know hcw their coop is doing financially. 

8. 	 Encourage cooperatives to hire professional nmnagers, accountants and
 

technicians where needed, while increasing tliu.ir own skills as well.
 

9. 	 Extend the signup deadline for Phase III in areas where violence hes
 

kept the numbers far below the potential beneficiaries.
 

10. 	 Allow cooperatives to organize their own self-defense instead of 

quartering para-military troops, or fund these in soe other way. 

11. 	 Allow the use of land reform bonds to buy shares of state enterprises. 

12. 	 Allow beneficiaries to pay annual instz-llments of the land debt in 

land reform bonds, purcha-sed at a discomt in the mrket. 

13. 	 Conduct further research into farnLing ;yf.tem!- and alternatives, 

in both Phase I and Phase I of the refonn. 

14. 	 Move to create the agrarian courts contc-rql)ated in preOent legislation, 

as a vehicle for the peaceful :cttlcnmt of rural conflicts. 

In 	the report which follows, we describe our findings in some detail, 

including both the reasons for these recomendations and where possible, scre 

indication of the possible cost or resirces required. 
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CHArfE'R 1 

SUMAYf CONCILUSTONIS ANT) RFMX 4FMDATIONS 

El Salvador has a long history of attnmpts at agrarian reform, and many 

observers ,would not be siirprised if the most recent efforts, decreed in 1980, 

had also ended unsuccessfully. Members of the Study Team, while arriving with
 

open minds and determined to establish objectively the facts on the matter, 

had read U. S. newspaper accounts earlier in 1982 and were under the 

impression that the cooservative coalition that won the March 1982 election 

two months of field work, however,had attempted to annul the reforms. During 


we discovered that the reforms are still very much alive. More than that,
 

between June and December 1982, significant further progress has been made.
 

Conpensation to ex-ocmers is being paid, titles are being issued, and another 

9,000 beneficiaries have been brought in -- some 54,000 persons when family 

mmbers are included. 

Events after the March 1982 elections 

17he conserative coalition in the new Constituent Assembly expressed its 

views first with Decree 6, of May, 1982. This law barred new claims by 

if planted to cotton, sugartenants to land rented in the 1982/83 crop year, 


cane, or grains, or used for grazing livestock. That covered almost all of
 

the agricultural land, and appeared to be a major setback for reform.
 

However, within weeks the political balance changed. The governrent was
 

reorganized on a much broader base, including the Christian Demiocrats, and the
 

social reforms were reaffirmed. Decree 6 Was not annulled, but new decrees
 

restated the rights of tenants to land they rented earlier, and reoved
 

procedural barriers in order to accelerate Phase III of the agrarian reform.
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The ained forces also played a major role beginniig about Jtine 1982, 

notifying landowners, campsinos and the pu.lic that the agrarian reform was 

behind it. To dramatize theto be carried out and that the armed forces were 

shift, the military forcibly reinstated sane 2,300 tenant families who had 

the time of the March election.been evicted from their lands around 

The appointment of a dyinmic, apoliti.cal colonel to huad FINATA, the 

agency in charge of executing Phase III, was also far more than symbolic 

faces severe financialsupport. ISTA, the agency in charge of Phase I, 


constraints, and is concentrating on consolidating and improving the
 

management of the cooperatives it formed out of properties over 500 hectares. 

FINATA, on the other hand, seems t. ave adequate financial resources and is 

rapidly increasing the number of its beneficiaries and the amount of land it 

now, small, individual holdingsaffects, with a program based on creating 

out of land formerly rented. 

These positive developmnts were not widely reported outside El Salvador. 
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Production.
 

About 31% of El Salvador's agricultural land is planted to basic grains 
(corn, beans, rice and sorghum), and 20% to export crops (coffee, cotton and 
sugar cane), with the rest in pasture, forest and minor crops. About 
one-third of the land is suitable for intensive use, and qaiP of that is among 
the best in the world. however, slightly over half is so hilly or afflicted 
with other soil problems that it is only suited for grazing and forestry. 

Both production and the area cultivatod peaked in 1979, falling back 
scmewhat in 1980 and 1981, the first two years of agrarian reform. The drop 
occurred in both the reform sector .-nd the non-reform sector. HIever, output 
is generally still at about the 1975-79 average levels, despite the guerilla 
warfare that has been going on since 1980.
 

The greatest drop among 
 the grains was sorghum, which fell 20%, largely 
in response to the decrease in the number of cattle (off 23%). Among export 
crops, suaar output was steady but cotton fell sharply, and coffee slipped 
somewhat. It appears that world cotton prices as well as rural violence 
accounted for the drop in cotton, while coffee was affected by world prices
 
and the presence 
of b)th coffee rust and coffee borers.
 

It is 
 possible that invest-ment in coffee and cotton was also affected by
 
landowner fear that properties )xt-wen 
100 and 500 hectares would be
 
expropriated next, but was
the Study Team unable to document the importance of
 
this factor, alongside falling wrld prices and 
a general lack of confidence
 
because of the absence of peace 
 in much of the countryside. Near the end of
 
our 
field work, however, we did note a resurgence of optimi,;m and a number of 
businessty who, I ike many campesinos who have been burned out or forced to 
abandon their farms during the worst of the conflict, announced they were, 
going to go ahead and rebuild their enterprises in spite of the violence and 

other proilems. 
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It is pa1rticularly interestJng that yiells are largely still. lbove the 

average for the last five years, thoucqh not yet up to the pxeak of 1979. 

Phase I has affected scxre. 206,000Phase I Area and Peneficiaries. 

hectares, not including the 13,000 hectares that owners chose 
to retain as 

but it includesunder 15% of the total agricultural. area,reserves. This is 

Some 30,000 fortmerof 500 hectares.alnost all of the properties in excess 

hacienda workers and landless laborers, are beneficiaries, 
or about 180,000 

included.persons when family rn-eL- rs are 

The Cost of Violence, Campesinos and agrarian reform agency staff, like 

in fear for their physical safety. In the areas 
many other Salvadorans, live 

it is no wonder that no one investslevel of rural violence,with the qreatest 

Phase I farms have simply been
in new plantations or lives;tock. *About 28 

displacing some 1,550 beneficiaries
abandoned because of fighting this year, 

a drop of about 7%
estimate that the abandoned farms alone account 

(or some 9,000 with family memb<,,rs) to look for land or work six- here else. 

The residents of 21 nore coops live poised to flee at any mrnit, because they 

are in the areas through which the gueril las and the army move frepuently. We 

for in the 

of basic grains and cotton. (Cotton is especially
reform sector's production 

of fields and gins, and crop-dusting planes have been 
vulnerable to arson 

shot down.) 

areas
in the Wes;tern reg.on -- even in'Protction." Many cooperatives 

are forced to.pay wages and rations to support
with no queril.la activity --

1-'t do
units that provide sc<r. protection against anid robbery

para-military 

the ]astern reclion, cooperatives
not help in farm prcouction activities,. In 

"War Tax" to gueri]lars or frce lancers who 
are frequently forced i:o 1x.v a 

Fither wily, .i1 s "protection" mr..r.y.
claim to represent the guerillas. 


drought in ,x~nv
Cl.iminte. Production in 1982 was also affect-(.d by a 

As with los-.ses fri violence, 
areas, and heavy rains and flooding in others. 

15 
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there is no .n:urance, vdjiah' and individual cYoperativcs may suffer great 
losses while others are relatively prosperous. 

Compensation. Approximately 29% of the exp)ropriated land has been paid 
for already, in cash and bonds worth the equivalent of about US$100 million. 
Another 24% has been apprai;ed, hut ISTA does not yet have the cash with which 
to make that part of the indemization payments. The remaining 47% represents 
cases in which the awner is still disputing the appraisal. While pakrt of the 
delay may represent ISTA administrative problems, clearly much of it is due to
 
c ner footdragjing or inability to prcxluce docamints needed to prove their 

claims.
 

Bonds. Although critics of the reform sonrtinrs still speak of the bonds 
'as "wort. 2 ',pers," the Ixnds are nmcotiabe beIarer securities, and a small 

market has sprung up. They trade between 42% and 75% of face value, depending 
on size and maturity, and s5C(e 02.1 million have already been used to pay gift 
and death taxes. This is just over 1% of all the bonds actually issued to
 
date. Interest coupons 
 also usable for paying all taxes,are at face value, 
on or after the date interest is due. 
They sell quickly at about 95% of
 

nominal value.
 

Credit. Pha,-e I cojxp.rati ves hav received ;ubstantial credit through
 
the banking systm.ii 
 Some V63 million was extended on an "eiiergency" basis in
 
the first montis of the reform, 
 in 1980, and it is still unclear what -<ie of 
the money was used for. Much of it is still unxaid, and accumulating penalty 
interest each year it is refinanced. We reccrinend that the part that cannot 
be traced to productive use, be written off. 

Some 251 Phase I cooperatives currently recei.ve production credit fram 
banks; the BFA serves the largest num r, and is the bank responsible for 
lending to coops that have severe problems. In general, the commercial banks 
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lend to coops that farm land whose forer cner dealt with those banks, and 

they replort generally good repaxyment by iese Cops. 

Overall, about 76% of the production loans mide to Phase I coops in 1980 

and 1981 were repaid, which is better than the record of other Latin American 

land reforms and also better than the repnment record of non-reform private 

landowner borrowers in El Salvador. As world interest rates have fallen, 

these production loans do not appear subsidized, at interest rates around 14%. 

An important link in the loan collectiorf process is the marketing agency, 

and coops generally sell export crops and basic grains to government marketing 

in these cases.intermediaries. The loan replavment is deducted autrm-itically 

quite unhappy that theHowever, coffee growers (reform and others alike) are 

coffee marketing institute nakes then wait for payment for more than a year 

after they harvest the coffee. 

Detailed studies of the ability of a sample of Phase I coops to pay their 

debts, including the land debt, indicate that aliost all coops can make a 

profit on current production. They often have problems covering the interest, 

let alone principal, of the 1980 "emergency" initial loans. And many cannot 

realistically expect to cover principal and 9.5% annual interest on the value 

of the land established by ISTA when it cMcxmsated the ex-owner. While we 

did not have time for a study in depth, it appears that in scme cases land 

Values declared by c-,iers in 1976 and 1977 were greater than the true value of 

the land for production purposes. We recommend fur:her study in this area, 

and perhaps a sepanration of the amount to be pa-id by the campesino 

beneficiaries frao the amount paid to the ex-owners. (There appears alF to 

be the pos!;ibility of an injustice, in that: coops with similar land may be 

charged very different amounts for it, depending entirely on the degree to 
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which the ex-owner under or overstated the land value on his tax declaration 

of 1976 and 1977.) 

Beneficiary Attitudes. A randcm sample of beneficiaries was interviewed 

at a randm sample of Phase I cooperatives; almost all stated that they were 

better off than before the agrarian reform. They split about evenly on the 

question of continuing to produce cooperatively, versus splitting the land 

into individual plots, and they had equally mixed feelings about the present 

system of joint manacgan-nt betwou the coop and ISTA. 

Ml'anaement. ISTA is planning a pilot project to upgrade 'he technical
 

skills of farm mangers and accountants hired by the coops. We also
were 


well-impressed by a grass-roots 
effort called CODIZO, wherein representatives 

of each coop in a zone net weekly to learn simple cost accounting and talk
 

about their common 
problems, needs and proposed solutions. 

Phase IT. FINATA, the agency established to administer the Phase III 

proqram which enables tenants to become owners of the plots they have been 

tilling, had approximately 30,000 applicants at the time of the March, 1982 

elections. The rate of new applications fell almost to zero lust after the
 

elections, and landcnjers reportedly evicted sane 4,800 tenants in reprisal 

for having filed applications. 

In May and June, 1982, however, the Army announced its full support for 

the Phase III program. The government was reorganized on a broader base, 

including the Christian Democrats and the Popular Action Party. The new 

Constituent Assembly, by now fumctioning as a legislature, then enacted two 

decrees reaffirming beneficiary rights which had appeared to be imperiled by 

its earlier decree (no. 6) prohibiting tenant applications based on land
 

rentals in 1982. The Assenbly affirnd that tenants could still apply, until 

18
 



March 3, 1983, for any land th,.y had r.nt(x on the date of the basic agrarian 

reform law, in early 1980.
 

In October, 1982, FINATA xgan to send nbi]e teamis into heavily 

populated areas, instead of waiting for ccxpesinos to come to provincial 

capitals, and the pace of app]icatiQns picked up. From June 28 to December 3, 

1982, some 9,000 new applications were received, bringing FINATA to a total of 

35,936 applicants seeking to buy 46,159 parcels they have been renting. 

The amy also reinstated some 2,300 Phase III beneficiaries who had been 

evicted from 216 different properties, mainly just after the March elections.
 

As to credit, a 1982 survey showed that only 22% of the Phase III 

beneficiaries, while farming as tenants, had previously been able to get bank 

credit. After they became agrarian reform beneficiaries, 36% were getting 

loans.
 

The follow-up to applications is complex, requiring field verifications
 

and discussions with the landowner as well as various legal steps. Even so,
 

throuah late November,1982 FINATA had completed field surveys of 367 landowner 

properties on which 12,346 separate parcels had been claimed. Scme 177 of thc 

properties have been appraised, and 77 owners actually hnve received 

compensation to date. This part of the proce(ss aprxars to be going sroothly, 

and we did not hear ccplaints of undue delay. The actual registry of new 

titles for boneficiaries is likely to tike a lonn time., hcIver. The P-gistry 

itself is F-wamped with its recfllar business and un]ess it chaxiges century-old 

procedures designed for a country with only a tiny landowning elite, it will 

barely be able to begin recording the large numbe2r of additional titles that 

Phase III will generate in 1983. 

The FINATA beneficiaries were initially nrstlv mknill tenants, farmina 

thin soils on steeply-sloped terrain. However, landcniers are beginning to 
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approach FIMTA about selling farim; botwoen 100 and 500 hectares, including 

saiv good land along the coast. Other rMers have offered to sell FINATA their 

entire holdings when tenants claim the iurgina. areas the oniers did not 

bother to farm thcselves. For the future, FINATA envisions a number of large 

farms, mostly along the coast, divided into individual parcels by 

inconspicuous corner markers, with central managcmcnt, heavy nchinery and 

intensive production of c:.q-rt crops. The beneficiaries would do the woCding, 

and each would harvest his cmn plot. 

This mPxle) has been used in Taiwan and in the Gezira, in northern Africa. 

The Team reccamunds further study, and careful analysis of the merits of group 

farming (the Phase I rrx'l) and this v'riant on individual ownership tunder 

central supervji;ion. In principle, it appears sound because the individual 

beneficiary has an incentive to 'see to the tasks best done by hand, while the 

plowing, pesticide application and other capital-intensive tasks are 

mechanized and directed by professionals. lowever, we would like to explore 

the subject further before naking any reccrnxendations. 

Phase IT. The basic reformn laws announced that holdings over 100 

hectares would be expropriated, but to date only those over 500 hectares have 

been affected. Meanwhile, owners of the 100-500 ha. group cannot sell, 

mortgacle, or even give awa'y tli(r ]arid, xcr'pl: to I STA or FIlNATA. The 'FT'oam 

heard vari.ou-; :;uqqestions, raning frli,, rep al of 111izie I to .i.t.s inudiate 

imp] einontation. In our judqimvnt., IS'A has its hands full with its preseo t 

task and carnnot take this on at this tir.. FINATA is already buying scne of 

these properties directly, and should continue to do so. 

A group of progressive agribusines.men has urged that the Phase II cwners 

be allowed to sell off the land above 100 hectares privately, and has 
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JWJIIg.';: o n 'mi.,r:: ' lvt ';;f.i na overir'dicated jt s will .i r hlave I ' the salce 1 0 

-ri(xI5. 'T)iikRe it: c]ear that. thi!' i.; . ,t iii ,ely a shan, theyyear 1xniyrnt 

would be willing to prohibit sales to relatives of the oners. (The cmers 

could transfer land to their relatives out of the 300 hectares, but only after 

selling the rest to genuine camipesinos buying individually or in groups.) 

i either selecting the campesinos orGovernrnt would not be involved 

financing the transaction.
 

A caTpromise proposal would allow the estiimated 1,200 persons cwning 

betwem 100 and 200 hectares to sell the excess privately, w1ie requiring the 

600 owners of properties between 200 and 500 hectares to deal with ISTA or 

FINATA. We also see considerable xnrit in this proposal.. 

the non-refom s,ert or:. The Team found very substantialLinkaces with 

business ties already established bc.tween the reform sector and the rest of 

the econcon,. The Phase I reform cooperatives receive about 1/3 of all credit 

they buy fertilizer, peticjdesextended agriculture by Salvadoran banks, and 

and farm inplemrents frcm private agribusiness firms, just as the non-reform 

as well as to the statesector does. They sell to private interm diarJes 

marketing agencies. We identified pcotrntial invef;tint projects in 

crntract: qrmnq of vc'qetablesagri-business areas suc:i a,; nmat picxes-;idn, 

for fre zi ug or for (-ountc r-!;sa!:()i ;i] -,hiJXiK'nt to Ut.. niik(l t , and tic like. 

nefom b'ix; cin be us(] at face value toNIw: usr for lond.;. Agrarian 

pay death and gift taxcs, post xnd in lcgal proccedings, and the like. The 

in new enterprises, hut thelaw also authorizes their use to purchase share,; 

little proFT.ctjrplrmenting regulations have not Ix-en issu(xt. 9Thcre is that 

this will happen, because the Central)l ank d".x'; not have the liquid rerFources 

to nonetize (cash in) the bonds prior to their (due date without inflationary 

pressure. Imn-ver, it is possible that the governirent will sell off a ntmnnbr 
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of deficit-ridden state-Dwned indu;trjes, includinq textile mi]ll;, a cement 

plant, a hotel, and a printshop, nrvong oilher-. There is some i-nterest in 

accepting agrarian reform honds in exchange for these industries, following 

the Taiwan precedent, and the Team believes this would be worth serious 

consideration. 

If former landowners are given new uses for the bonds, waich will 

increase the market value of the bonds, the Team suqost that the campes.ino 

beneficiaries also be all d to benefit. One way to do this would be to 

allow the carq.sino cooperatives and Phase II] beneficiaries to nwee their 

annual land debt paynrrits to ]S'PA and FINATA in bonds, which thev could buy on 

the market at 42 to 759 of face, value. S inc:e that would create a .-Cerious cash1 

flow problem for ISTA and P'TNATA, the beneficiaries miqht also still pay in 

cash, but at the discount at which aqrarian debt bonds were then trading. 

Conclusions. The Peport concludes with recourrndations drawing on the 

earlier chapters, stressing the need to re-evaluate overdue loans rmade in the
 

first year of the reform, to create an insurance system, and to reappraise the 

land being transferred to Phase I cooperatives according to its potential 

Jnccfie generation. The Team also reco~nernds several, areas for fur1her field 

research in sm depth, as a quide to future agrarian reform pol]icy. We 

reccuinc] ,;tudy of the e.ta)]J.;hwvnt of ruril tribuna] s, (x)fntcnj'1fiat'd already 

in the agriri..in reforin Iawn , as a non-violent rythioX] of resoving co1 ] .ct 

arong caniT-)sinos and between them and others. And finally, the Team sutggest­

that some method. be sought to enable foreign observers to obtain a more 

accurate view of what is happening in El Salvador's agrarian reform. 
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1. Pay caTensation to ],'mdcwners for whcxn the terns have already bexen 

set and approved by ISTA's board. Uhis requires thc, COFS to provide budcjet
 

support duing 1983, or ISTA to collcct outstanding Icons, or to discount
 

bonds or otherwise obtain funds frcxn tie nCR.
 

2. 	 Ccmplete the valuation and ccxirTnsation process for the reffaining 

failureex-landowners in Phase I. Where delay is caused by the landcrer's to 

provide needcd docnrrents, publicize tzhat fact to MakLe it clear that the GOFS 

is not the party dragging it; fect on compensation. 

3. Study needed changes Jn laws or procdhures, tf) enable goverenent to 

ccnplete the valuation and title tran!ifer process, wheen fornirr ckiners refuse 

to neqotiatL: or to present nlcs-I dCo:L'LrrIlt-';. 

4. Simplify the present legal pr(x-cdures for grantina titles. ('1I1is
 

study is already underway under All) au.W)jcef-.)
 

5. 	 To deal with losses cziusA by natLural diisaters and by acts of war, 

for crops and farmstudy alternative methods of creatinc(i and fundinc i nsaurance 


buildings. ris could be provided for Ixth the reform and the non-reform
 

sectors.
 

6. Analyze the "eirrcenc.y" crfxlits (xtL.id(d in 1980, in t-jr.' first nronths 

of aCrrarian reform, cooperative hy coopei.at ive. l'., there .i.no clear 

evidence that the money was reccived or was use(-d p uctively, write it off as 

uncollectible. This will require negotiation lxdtwe'n AID, BFA and ISA, as to 

the criteria to be used and a: to how the writ-e-dcunm !--hall b. a:counted for. 

Our tenative recacmrcndation is that. it hn deduct (d f ir-n that part of the 

BIFA's capi tal which was crv-it( d by 118A]]) l)fnzat iorinr, or al teii;it ively that it
 

be foraiven by USAID fran lon,-leTm loan; used to Jund BFA crxJit procirams.
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7. Seek xicv. inethods of organiz.ing the self-defens;e of cooperatives, so 

that t~ley no ] ei iqer have to !.upporL a juxird force that does not. h(4,p in 

prcxluction. Thi!; wxuld re(uire a joint effort )xtc,en the military and MITA 

and the coolpratives, perhp; through FES;A()P. It would require that som- of 

the cooperative nxnmxbrs, prs;iumibly fhose who had couleted their mi.litary 

service obligation satisfacl.orily, be authorizecd to carry arms. It mcilht also 

be appropriate to corsicr whether memx,rs; of the Defensa Civil now quartered 

on minv coops might- be diF:h .irqed into civilian life, and sinxl.taneousl.y 

admitted as new nrnders of the cooperatives. 

8. Seek a nech4 in.is1 to enable cooperatives to receive a tentative 

liquidation of their eaniin '; frers coffeo and other export crops within a few 

weeks of delivery, rather tlh;.n a year or ffnre later. Thijs will increase 

mnber confidence in their cnterprises. Jspliemntation of this recomne-ndation 

would recuire that the export mrketing agency find another source of funding 

to carry its inventories, or that it liquidate stocks prompty instead of 

speculating that the world price will. rise later on. 

9. Encourace the cooperatives to nmet, work together, and orcanize 

training programs of their .in, as "grass roots" efforts. The CODIZO noKdel 

was piar!-icularly impressive to the Study Team. 1.ufnd.ing might well be provided 

to enable the CODIZO; and other FESACORA activit .ies to reimi-bur.-e (:coop PrAfd.r.­

who take port .inmh-ir act.jvi Lie.e;, for jx.r dioewri; and the nonrirl agricultural 

dail.y wage which they forego in order t:o t-ike Ixirt. 

10. Encourage cooperatives to hire professional managers where they see a 

need, as well as sIpcialized technicians for the growing of high-value crops. 

The banks and 1STA xmight well help by specifying formal qualifications for 

such personnel, but leaving the actual. choice to the coops unles;; the coop 

asks for help in identifying a c:andida:e. The object is to prointe 
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fljXihi Iity, halve the cx~j-',it ive iiv e tIIe , y dr,(vi.,;ion to hi re, and to avoeid 

of poliit-i cal .1ual if "lt i n; Iiilg .i,it-rcx(w:(' tllrolgh a lint of 
any po:!;ibi lit y 

eligible candjdat-es prepired ,:olely l)y i qcNCrrwr.,nt agency. Such lists unuld 

be helpful, but should not he exclusive unless they are in fact open to all 

without political sc:reening.interested candidates 

for all 
13. Once the valuation and c iT-xensation x'e:; i1s ccnpiete the 

Phase'I co~p.ratimes, rcstudy each case individually in rclation to thc soils, 

it appearsand other fac:tors of pr(x]uctive potential. Where
iiprovements, 

-
tlat the land or improvesmrf n t were ovcar-valuffl, iedure the price and hence the 

of the agrarian debt assigned that cooperative. If riot. already done,amount 

the price should also be reduced for the land which is assiqn-'d to natural 

resources units or otherwie( unavailable to the coopxerative for farming. 

12. To further cncourage p1a-ynt of t:he agrarian debt by coops, change 

so that they i.y xike annual poynktnts of 1.vrincip;n] by acmuiring
the law 

on narket" at dix:count, rec(eiv.ing thim at face 
agrarian reform Ixonds the open a 

Such bonds generally trade bet-woen 42 and 75%
value in payn7Tt of the debt. 

Of face value at present, with the -sl.lcr denom.inations going for 75%. (They 

to pay gift and death taxes, for vhich threy are accepted at p_r.)
are uscd 

P1ASI. III 

13. 	 Study Ond simplify titling pr'-]u L;, as for Phase 1. 

the ei;h.ing legislation14. Continue the robile sjin-up t(,'Brn and c.xt end 


paist March 1983, at least for thov' ep(' rtrx:Iit. in which th niutcr of
 

benef.iciaries to date i.s far Lxl(m the ;)t.lntJa].
 

the form tion aiid s t renct hen ii irl o so ] idlar.ii ty group::,
1.5. Encourac 

Ziiiciaries;, thei ralready used for Jan credit to rviny of tlic,:e, 	 aid explore 

xt.(' lx.'neficiian es and use as transmitters of fannirig i.de'as and exfx'ri ec',, 


state age icies.
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16. ]NN ri.'r1int with nontraditional extenm;on iwmtx1h(xs., such as radio and 

videotapes, as the only econuini(ally fcosib e irlUWA] of reaching large nurrxbrs 

of beneficiaries of Phase III.
 

17. Study further the farin practices of both landowners and tenants in 

Phase III areas, in order to adopt a ropriate policies to conserve soils and 

otherwise adaipt to the change Irau :;hifting cultivation to fixed paircels. 

PFEA should e,sbUi1ish a nmj- p 'oject to ob;c.rvc and arciy-e the Phiase III 

process, which is relatively newer than Phase 1. 

Cr-TEPIS 

18. Study further the feasibility of agribusiness investments by coops 

and by private investors near agrarian reform projects, in order to create 

more employnent, increase exports and reduce inmorts. 

19. Reorganize the land Registry, recording all transactions in regard to 

each property unit rather than in folios for each landc..ner. Thie present 

mthod was appropriate a centuty ago, when ]andc.m'ners were fewi, but it is not. 

appropriate at this UcTic of the 20th cntury, anid much le.;!.; after a Jand reformi 

has created itrore than 67,000 n(M land.cwners. 

20. 1niact a law aiiJtiorj.z ri(tihe ovnr :s of mare than 1.00 liect;lres to 

sell the exoess voluntAirily, to genuine caUlr e;inoy, in s110.ll farlni. 'Ihe 

salle-r would have to fiiinanice the tiani;action, amd relat.ivus would not 

be eligible buyers. 

21. Create the ac.qarian tribunals conteri lated i-n the existinlg laws, to 

emble camnpesinos, ]and reform agencies and anyone else to resolve 

land-re]ated djs})ute ;quickly anI fairly. We()x,]ive this:; will. re.tove ene 

baisic cau.-e of nral vi ol(nce, n(fXlC(C;, ' .VL t.:iv'Ynt:, ccn!;olidate the reforn 

arid make it irreversible, and imrpiove the wel]fare of everyone in rural areas. 
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C( IA ']'i"iv 2 

I3ACKGI nUND AND PRIF 11I .71RY OF 

AGIPA"TAN -F'ODIM INq EI, MALVADOR 

El Salvador's histomy of attempts at. agrarian reftm.,, date back to early 

and to the massive outbreaks ofpeasant uprisings between 1872 and 1899, 

violence in 1931 and 1932:
 

The events of January 1932 -- the nirrder of land owners resident 

on their estatcs, the revolutionary dmnands nvde by the rebe]s, 

the large nunier of peasants involved, and the fact that their 
march was stopped only within miles of the capital. -- left the 

government in no doubt about te problems inhu:rent in tl- new 
agrarian stimcture so recently introduced, or about the deep 

discontent among the ruiral population. After order had been restored, 
the government hastily lejislated a series of reforms.* 

att-npted after the 1932 uprising are usually consideredThe reforms 

-failures. Bioming attributes this to: 

inmufficient financial resources for land pr-chase or 
conversely an un.illinqness to use pa,'ers of expropriation, 
an imability to regulate settlenrnt and land use on the frw 
estates that have ben redistributed; admijii-.tratJve incom-petence 
that is heightened by frequeent changes of prcx!rarerr fol ]i¢;ina 
chanqes of governrnt; the resistamnce of .xmirrrcia] and 
landc;ninq interests on the one hand and th! C-Onlervatile 
traditions of the subsistence farmer on the other.** 

By 1976 another attempt at agrarian reform was mi6e, under the government 

of Colonel Molina. A newly-fomed Agrarian Transforrivtion Institute (ISTA) 

of land i n the Deparlanent of Usulutan.was to expropriate sane 56,000 hectares 

• David B]roning, El Slvador: 1--nnd!c-ha and Society (Oxford: Clarendon 

Press, 1971), p. 273. 

•* Ibid., p. 292. 
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lloever, the p1 an was uccc . ;tu .y o]1 )beCd by special intcre.t gTroups ikhe the 

cotton growers of the area, and the law which cr.ated ISTA was repealed.* 

On Octobcr 15, 1979, Cencral Carios Romrro was ousted fran the presidency 

and replaced by a ridlitary and civilian ,JuntaPevoucionaria do Cobierno. 

Between the tbjr of the coup and Januar, 1980, repression and violence 

dramatically increasedl and basic reforms were not attcmpted. Three civi.lian 

nmThers of the Junta resigned and were replaced by others. This brought the 

Chri.stian D¢eiirxrats to pol 1itical rx-,mr, joini nq i he t o military imen rciiinincj 

on the Junta. 

Tuie new Junta agreed on a t:hree-p.art proqrow, of which agrarian re.form 

was the central component. (The others were nationalization of the banking 

system and nationalization of export trade in agricultural connrditi.es.) 

On March 6, 1980, the new Junta iu:sucd Decre 1.53, proclaiming an 

agrarian reform affecting land belonging to one or more indiviOuals, estates 

or associations, exceeding 100 hectares for land in classifications I, II, 

III, and IV; and oxce-dinc 150 hectijres for land eiai..fiedV, .VI and.VIl. 

These linits nc. . impoise a ceiling on thet rjht of land CI.(nership. Persons who 

cwn rwJre will x! affct-ed, but tLh(,y Iivjy kteep (re('Vvo) 100 to 150 h .tres and 

continue, fanninq that ]and a ft er le rest is (exInppriated. 

Decree 154, along with D:cree .153, established1.-d A as the ihipleunting 

authiority to execute the first sta-e of the Agrarian Refon throughout the 

country. This stage, usually called Phase One, includes land holdinig jn 

excess of five hundred hectares, either as a whole or a c-Cbination of several 

units belonging to one or rrre individuals, estates or associations. Thus 

* Simon, ]Lawrence, J. C. Stephens Jr. and M;itin Diski.n, El Salvador Tond 

Pnfolu ]980-19}]], ]Lip(r' Au liI-, OxfaZim Aihrrica, Inr. , 1982. 
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far, no d'crc'e h I x e iI.!'Ii;. dI t) ' '(' I l; (( (I refOrI, cX)Vorl.iflUy 

land holding'; over 100 or 150 heect.ares, but uICY 500 1CLires. 

Lanr, rental. agreeormnts betwee (Yiners and -illers were supposed to be 

jreculated under Decree 44 of Decanbe 11, 1979, amp].ified by Decree 171 of 

March 17, 1980. Except for tenants on sme. state-oned lands (those owned by 

IF72A) , Decree 44 was ineffective in tclns of winq tenzutsa "low" 

governrw-nt-control]ed lanti rntal rate. No adoqu.nte nxiciiani sm had Ixen set up 

on the soil classificationsto enforce the level of ca.;h rents ba;sed 

established by Decrees 44 and 171. 

On April 28, 1980, Decree 207 was prcmi]qat:-cd by the Junt<_. Flevolucionarla 

de Gobierno. This decree establishes the rioihi: for all renLer:: who tilled up 

to 100 hectares to piirchase the land they til.led, up to se~ven hectares (about 

10 manzanas or 17 acresf). Decree 207 provided a cut-off date of March 3, 1982 

(one year after the publication of the Decree) for receivingi applications for
 

land purchase from potential beneficiaries or tillers of land. On Febnary 9,
 

1982, Decree 970 was irsuced to extend the ID:cre.c- 207 dead)]inc to March 3,
 

1983.
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CIIANC,';; IN JAWS- AN) PP.,)TFJ; SINCE 1981 

Decr-e 207 orignira]]y jI:;sjgnecd :'['A the p) imavir.. respnsibiity for 

Phase III, land refom for tonants. 11kx.ever, I.S)A had its hands full with 

Phase I, so by the time thie enablinq decrees for 207 were promulgated, a 

"Financial" inEtitution (FINATA) had been ckeated by Decree 525 on 

December 11, 1980, to assmr the job of receivinng applications, titling lahd 

and arranginc cr.pensation to fonixr cAners and collection of land xiymz2nts 

fra beneficiaries. On Fcbrua];y 9, 1982, Decree 970 was issued, extending the 

Decree 207 deadline to March 3, 1983.
 

Since the creation of the Constituent Asmmhi.y in March 1982, thcre h1as 

again been a Iprn ia-vntai:y forun avai able to dsc-uss issues such as the 

agrarian reforms. Since en.-Ictnm'nt of the basic Agrarian PefoIn I-w on March 

5, 1980, so ninmy laws and rogulations have been approved that it will soon be 

appropriate to enact yet another, to codify the laws alrealy on the books. A 

synopsis of the relevant laws, in chroroloqica]. order, appe-ars as an Apnxdix 

to this chapter, as Exhi h.it 3-1. 

1982 Decrees
 

Most of the legal. changes underlying agrarian reform occurred before 

December 1983. Decr(e 124 (January 19, 1982) added regulations for the 

governance of cooperatives, the -Pr-Arship, and the reslonsible administrative 

parties. It set standards for coope.atives and listed acceptable reasons for 

the expulsion or reinst.atuiv nt of ITVjimhc'rs. 
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201 	 for OlI " 
, 	 ? .iil()) -1'lnum ,91.Dcc 	 c '1) '70wh.ich C ,(l Vl. i y , (,Y.t c n(k ,dDec ree 

.r,;tati on itnl "i1 w),n.ficiariv:; until1 March 3,of Ix h';.' IllIyeal" 	in ;II(v. reiq 

.913.
 

in March 1982 prcduced anothicr highly

The Constituent Asmibly elected 

(May J8, 1982) a].led rentals for one crop
Decree 6controversial law. 

season (1982-1983), of land for cotton, sugar cane, cereals and cattle 

production without application of Decree 207. Ilaqever, thie law did not 

rented, share-cropped or 
disqua]ify the potentia] )xmeficiaries of 207 who 	 had 

lte of t)le basic acrarian on t-he early 10}80had 	]and purchla;e arruii-jwtrcnts 

,pp]jd to becorl
that land, evn if they hidinot: yet

relorn law on any of 

a. 	ers.
 

as we]]) erroneously assunlx" that
 
Many landowners (aicd other olwscrvevs 

the March .1982 election victory by a cualition of center-right parties i.xant 

-c .ver, after much di ssion, the 
that Agrarian Pefonn was dead. 

to form a broad-based government, and elected Dr. 
Constituent AsFsoohbly decided 

not linked to any palitica] party) as Acting
Alvaro Maqz&'n (an economist 

was 	 to cont inue. Alrost at 
Prc ;..dcnt of the Republic. The aqrarJ an reform 


13 (H;,y, 1982) , io define el.gible
Decrces: ]] andonce, the Ao;:bly enacted 


.ij .;whi i], .inqtl (_ flmmt. iri I ccr 00 207.
 
xr'c ic.ia r.i,::" .nd tra f[ . ir,thicir 


of the Study had .veents in El Salvador as
 
The 	 ijnci..xc)rs eTr1cu 1o] ].(ywd 

in Lhe U. S. press, and arrived with a general inhpression that 
reported 

a 
agrarian ilcorrm had prolcab]y. cor: to a halt fol )yiJing the' victory of group 

had often been overtly hostile to the reform. We 
of parti(" whose cmanignr" 


to at length

were rni;tak(cn. Sontv appoinees of that rwiriy soFx-ke us in
 

of the U.S. Congress and

criticizing the "intcrverit-JoD"ideolcogical. terms, 

thein frcro reversing the agrarian
State Dx.,artiit that effectively prevented 


' of the salr2 rpirt.y have ccrve to see
 
reform. IlU.,cvcr, Irviny othr zipix Antens 
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iiw2rit in sc:a] reform a:u; Hwy a(hIini.;t.er the pvograms left in pl c, }h\, thce 

previous governui-nt. 

In fact, a conmon thare in conversations with the hiqher-ranhing .STA and 

FINATA field staff was that they ncm hope to deimknitrate their cUp..itenc-e, 

honesty and effectiveness in the adninistiation of tho,-.e aqencies, and to 

remove the reformn procer;! from rx)]t.icai party d((bates. 

This dr.cr- not rnean that the St udy Tomn found qrcat enthusiasm at a].] 

l.eve]s of mnkinenrnt, nor that there are no er .i cal problem.; of r sources, 

both hunm and finac.ial. Yet O, prohle]m. w e ound wore prohi(nmv t.ypic'al oi 

agrar.,n reforns anywher., proicliv,; that vkmilld have exisntod had the othor 

mjor party w)n the March 1982 (l ctions. Th ,yare "crowinq pain: SlCh aiS 

are perfectly nornl for a 2-year-old child -- or for a 2-year-old agrarian 

reforn. 

Once recovered from our surprise at finding the agrarian reform to b' 

very rnuch alive in El Salvador, we turned to analyze the reform process in 

sar depth, and to evaluate its ad*cc'nrpl.ishjmnrlt.s and its problems. M.st of 

what fol!cwqs is cur efFort to rcrLrt our f.ind.inqn, and share our 

recornxndat:icms. 'hese min)r:snio1i; mu , 1)a!*( ' on Just uncclr tvxo nont1h- of 

field work, and on the ai:ily.;r.is of ream,. o1 re.orts pY( pci in -rr.c.,- 1 nthn 

by AID, BVA, DI]C2PA, FINATTA, ISTA, MAG and PE1A. It would not have bcen 

possible to do a study of t-hIis type at all without the suljy2r assistance of 

PEMA and DIDCRA, as woll as the fulli. support and qenerous sharing of tine by 

the leadership and staff of ISTA and FINATA, MAC and the P:A. 

The Governmnt of E1 Salvador is to be congratulated on having created 

PERA and DIDCRA, and on hav.na obtained for thm resources with which they do 

effective field work to establish what exactly js happening out on the land, 

wit.h the capngx;ino:n who are the tru, rubject; and princi pa actors in t.h 
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flah1ve1 y, there inr( bun.1 I o 1 J(.' b dV)Ci a w to ad-III.-A th, process; in 

~:pC~ fc:areas or !~~cOh.ITNIA aind R.1 IA givye I he refom ;iqnu-V I ccr r t 1~ 

rfleals) to) R-Lan wbaZL i' activi1 ly I1ppflnfq, andc to M1!OW Tneodcxi adjustmetnts. 

33
 



EL ';A]-,Vt'JX)Rl: 

Decree I%o Datec 

1. 15 Oct 79 

7 3 Oft 7 9 

43 7 R&L:' 79 

44 33 JX'c' 79 

580 26 Jahn 80 

114 j3 &A, 80 

153 .5Mar 80 

154 5 Mar 80 


AIIrII )*X 

ACiHARIAN PER)1,i ]A STINCP O(WWMBER 1979 

'Pill1 eOr nieOf I hr T;iw 

],cvui t inr ii of (;overniriL Assunp tiofl 
of (Tccj.!1a IJ.ive and J.:xeeut-i ye Pcwrs; 

Wroiutionar')' .1unt a ofi Goveirnt: 
f~a1 IJi iti (m (f I he m titi on of' 3962, 

cimitj riic ia, ;2AnenOfCoq '. 

P1'gb i &'iI'11w;I yr of un-al Ip'xry 
mcer '0 (- t 'lii (,:; un il ilri azn rwfonum laws 

14minbl]ithwu' il A nfltu muai . Ilunian i rtal 
ra';Ior p ltlai.idu 

T~r'A will. hliave a b,-oard of di rectors with thec 
nitiibers.i cLnd y various -issc),,.iatj-cnF. 

]lecoq~ntion of validity of political 
('0]IEtitut:Joni hut- farciitinq c'&:p-re.,pr a ticn. 

Basic J.-:iw of the AIrariai Reformi: 

- emc.:]((h1'II ~t:of Private rac); Crtv, ithi n 
cryrni ;..i *-ir ,.ccKrI.. 

- I.ronFR 0 miLit it -)f ex i. t. n; F-y.stem .into al 

(11)t- 1 !-AriIl It lOP 01n ndlu ofI 

- lands to No~ a ffece d/sim~/ typex 
- cqiCslntOim of lands~ 
-ca~rfxnatiori to U., paid, largely in negotiable 

-evaluation arid pc'nmt. 
-pro-vi iona]. ac~iiinisi-ration. 
-persons afifected. 

J7,';t.Zah1j. 2l(1e Ji )IT! of p:rope-rty alcm'ecJ11-lX3Wnr 
to an iuicividual in Phase I[ of the Agrarianm 
)Reform. 

34l 



' 154
I10 1-111* 10 x iidi iirI (d Al I , 1c 

171 ) 7 NMir II C(L IiUINtur 11 1u ')I.S,1; t.080 Feqil tu:I cIi 
ct;cuii~t..Vtu i 2Cqnic; -- by (;oi eqocry. 

tho x-.c)cpriatic i nd trinsfer:28 Apr 80 1;iw croveringiii207 	
of iacpi cul t-urtl lan d:; to toriarit.-, 

28 Apr 80 Instituto Sahrildorcrio do Trans~fcim--icidfl Actraria
209 

i fi Wizil 	prcxwa-ms, sale of(IsTA).Gv 
fundF; genelcrated.honds, an d thc m of 

4 M~ay 80 PaIyu-Nnt 01 tlicm ex~propriated Landl to the Iroir
667 

ownecrs. 

9 May 80 Twiw concerning; ISTA' s Aqrarimn R.eformn Boncf-.
220 

anid their n. 

the ciwlmtof AcIrar1ian11
221 	 9 1May 80 Creation of 

i 1 a It.-nry 	 of theAs;n 0J at on , ii f( 
A(u-ru Iiu (NIAGi). 'pMi~nim.,-A ].-v of ('I 

ttr ocl (c0 1 Y'ratilve associations51erc*- aidl 1,11 
for arrm--: ri an ax id I 1ii q productioni. 

- ixd frufl 1:;'J'A anid 

- inorzit-or, (d "d.- fa-cto" ar;,mciations. 

153.80 Ai~mnbint to IYXmci~22? 	 12 Mty 

3 June 80 Arromnth fl/cl mi loationv of Bni-Fic Agrariim
256 

Pveiart . 4 , 6 and 7.Recformi 1.3w 1 53-1 

17 June 80 Spe-cial Janw enacted on Aqirarian Reformn Bonds:
33 

vilhu'.-face 

-.~ '' i ~ aniidt 

-- ntr(~t~ii:!;' jfl 'and~l 
aiimrt:J ':at1 i i-/r*:fu, t 41 

- 1 22Jt3ixq, I 	 1Ft:iI Oland trz~A.'eir of title. 

763 10 7%uq 80 FnaAi~mn:of wlidclimad m cnn re to 1.)C 
mudL in the Nnmi.:n .,icmii for w.hat , andl w.hich 

will lx;! 1icci for Ic r ii 

Aur~i ul turzal 	 and Agra-ri.anrwoxli iig wilh va ri oii378 1 Sep 8 0 
crc .di . Iuw cult ivut io.()r.in; 

29 ct 80 Vt ii1)14 r cl ir.i I .1ca-t i i rcf I 2CAqixir izn ]'e fnoxi 

orqaiiiz td c C)! A ciii'; 

45) 

of 11an!ic Arc-rian PefornMurther rci --if ica-t ioni473 	 33 Nov 80 
I;iw (rc'narclinc; Art jolr 27). 
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55II D( -c 8 0 

71 22 Dec 80 

538 22 Dec 80 

539 22 Dec 80 

842 28 Oct 81 

876 26 Nov 81 

124 19 ,lan 82 

970 9 Fcb 82 

M ill x 1c:: of a IiI w , ! ;!-.)C .iat 011()]: P1'i Ih' 
(P.ill,,I( ',iIraNOa'(. ,i]1 i 'J10c ai1.;) creat.'l ill thi.; 

Pulle to the .oplication of t-he law for t heo 
affcrt it.,i.on and i. i;fer of agr01:.i cL t-uraI ]alld to 
the div rct cult:iv;Lor,. 

- "FINATA" rcF;lxnf-b] e for planni nj, di.rectinq 

and t; kmnc a(t..Jon.. 
- Agricul t.ural c(xnii:to.:; fon iie2d by tho M.ini stry 

of AqJcult itre and tho Natjc)na] QNoqrophi c 
Illst "if~uc. 

- 107. zim1a intr: ;t to be. r-iid to the c(.ner.­
of th :XprOt:d land. 

- were lxmuses 1:o he g iven and for what. 

RFoin:- nd adhil..i(,:.-, t.o the Iic'c:r-(.e 207 about 
the I Iii:fcr of (LI(. land to ile, ti] cr ,eili the 
17xlyii}. '1t. For thai ],1'8( to the I (cit c 'ri :.­

Tr'p)( (2:J:prpril ted i ncIF, to x leca]ly ownced 1y
"F] 	II A'I". 

The Taw to award -lie land obt:iii ,ed L I.s1r7, 
prior to the Panic' l,, of tic-, Agrar.in , fcn to. 
"FTWTA". A] so er, vors eorvthli nPecofe.ary for 
the m.rac-mmt of this land. Statxs wh,roe the
 
profit. will be ued; individluail]y and
 
cooerLI Lively.
 

ClarjfJc:ation of another decyrre. 

Coverninq St-atut:roy lequlatjons of the
 
Agri cult-ural Ccxcjx rat:v(! As;;oci atjo,:" covcr.i ng:
 

3] .	 NauI'r , nlly , (iur-ition, :,rl :i( lu]s ard!
 
ohic.I vw Wt (:( 


2. 	 Mi iiirniui ,:ize of Ccx .,r tiv , ( : at "1 

3. 	 QuaI] i f )r . T .l p.i c'Z' t.i()n' - FM- Wd
]r(-q:I n:t-' Lion.­

4. 	 Riiq!':s of mru'ifl-rs and ob].qt--Jon;. 
5. 	 Cau-n. for c:zru] .j.an, rer:-izcti.on and/or 

rcr.irn;tat.c mnt. 
6. 	 Adninistrative sl-.ructure, resyponsibliics
 

oF Cvwr-ri nj Units and Membxrs.
 
7. 	 Paymmnt of Dc:-bt-. 
8. 	 The rol e of "Co-gestores."

i:t ,:9. 	 D- ;oI on and causes. 
10. Genural di.s.T).:i ions. 

,xt-enn.ion of De-cre,(, 207 for on year t:o pn-'niit
 
reqi.:;tration of lcl s untiA. Marci 3, 1.983.)
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3 26 Ap:r 82 P(.vt+ dV,, I)cr 
W.i t i,d pni 

114, wli r' al ]c.w1 (,: ep, 
('c gll,' 'illio). 

iat ion 

6 18,ay 12 AllJcywd rental,-. fo1 on, crop ':on, of .land 
for cotton, cWJlV-ane, cerorfJs and cattle 
prcx.luctioi (for 1.982-]983) Jrc-. of Decree 207 
intervention. All previous rental. and 
sharecrop arrangmernts still calify for Decree 
207 brenefits. 

11 27 May 82 Aff.irm the riqht s of Decre 207 beneficiaries 
wid dk:fines who is a beneficiuy. 

13 26 July 82 PRevis;ed the j1DipIxnonting 
Feree 207. 

regulations of 
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HIR 4 

GENERAL RURAL CONDITIONS IN E, SALVADOR 

Several data sources are available, describing the characteristics of the 

rural population of El Salvador. Such a description helps place the aqrarian
 

reform process in a social context, and provides a baseline with which to 

measure the social progress of reform beneficiaries. In announcing the 

agrarian reform, the governmnt stated that a fundamental objective was to 

irpruve the relative position of the campesino in the countryside. One 

measure of the eventual success of the reform will be to see, ten yearsscae 


fran now, how the campesino's living conditions have changed since
 

the reform. 

Literacy 

According to data from the Planning Ministry (DIDICADORES Econamicos y 

Sociales 1981), 58.1% of the population of El Salvador lives in rural areas. 

The best El Salvador government source put the rural illiteracy rate at 51.7% 

in 1980, significantly higher than in urban areas.* This could be a major 

obstacle to transforming the traditional peasant quickly into a modern small 

farm manager.
 

Perhaps just as serious as the problem of basic illiteracy is the large 

number of rural people who have attended only a few years -f school. For many
 

purposes, these people may be functionally illiterate and have just as imuch 

difficulty with printed materials as a person who did not attend school at 

* 	 Ericuesta de Hogares de Propositos Multiples II 1980, Ministerio de 
Planificaci6n, hereafter cited as I.1OP O 1980). 
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all. If the 28 pr~rcent of the rural po-pulation who attendcd three or fewer 

is added to the 51.7 percent classified as illiterate, the
grades of school 

a grave challenge to the traditionaltotal is 79.7 percent. This poses 


.raining and extension methods of transferring new agricultural technology.
 

School Attendance
 

school attendance, which could be a
A companion variable to literacy is 

rate is improving. The figures
long-range indicator of whether the literacy 

for rural El Salvador are discouraging: as'of 1980, an estimated 42 percent 

rural areas were not attending school.of the children 6-14 years old in 

FXHIBIT 4-1
 

School Attendance in Rural El Salvador, 1980
 

%AttendingAg_ 


17.4
6 

41.7
7 

65.9
8-9 

67.7
10-14 

ages 409,467Total number attending, 6-14 
Total number not attending, ages 6-14 300,903
 

Source: ENJIOPPO 1980. 

Hea] th 

One indicator of prirmnry interest to families in all parts of the country 

on thisis infant mortality. The pub]ished statistics for El Salvador 

variable are: 49.5/1000 live births (SALPRIND 1980) and 42.0/1000 live births 

(ALTLDATA 1982). In spite of the disagrecement in exact numbers, the rate is
 

we
alarmingly high, and this was corroborated by our field visits where found 

one or morethat strikingly high percentages of the informants had lost 

children in infancy. 
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Wmo major correlates of rural. health, aside from nutrition, are water 

supply and waste disposal. In both, facilities in rural El Salvador are
 

inadequate. According to U.S. AID data, (AIhDATA 1980) only 28% of the rural
 

population have reasonable access to safe water supplies and even fewer,
 

17.0%, have a latrine. These proportions were confirned by our field
 

observations.
 

Of course, these problems may be found in other countries as well.
 

Exhibit 4-2 presents sjnilar data for Central. Arrica, giving an idea of the 

range of improvement that i s needed] if these countries are to achieve adequate 

progress in these areas.
 

Exhibit 4-2
 

rnntral America Social Data
 

COUNTRY POP INFMORT LITERACY SCHOOL 

Costa Rica 2.3 27.8 90 54 

El Salvador 5.0 .59.5 63 50 

Guatemala 7.2 77.0 47 31 

Honduras 3.9 31.4 58 42 

Nicaragua 2.4 37.0 58 48 

Panama 2.0 27.8 82 69
 
Mexico 69.4 49.0 74 64
 
United States 226.5 14.0 99 85
 

Source: The World Almanac, 1983. New York, NLWSPAPER ENTEPPRISE 
ASSOCIATION, INC., 3982, 976 pp. Data were chocked in the Statistical
 
Abstract for Latin Anerica, UCIA, 1982 and were found to be the same. 

Notes: POP = Millions of persons found in latest Census. 
INFMORT = Infant death rate per 1,00 live births. 
LITFMACY = National adult literacy, as a percent.
 
SCHOOL = Percent of childrein, 5-19, attending school. 
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C]lPI'R 5 

AND TREVDSTHE AGRICULTURAL SDCTOR: RESOURCES, PRODUCTION 

this sector has been divided into two classifications: one
Traditionally 

part consists of the staple crops, called basic grains, and the other is a 

group of export crops. The agricultural econcy has been specializing along 

these two lines and remnins rather similar today to what it was before the 

agrarian reform was begun. 

Land Resources
 

Taking the national averages for 1975-1980 as a representation of the use
 

of land reources within El Salvador's agricultural sector, a rough
 

breakdown would be as follows: 

Exhibit 5-1 

Use of Agricultural Land in El Salvador 

Hectares Percent 

Basic Grains: 
Corn, beans, rice, sorghum 455,000 31%
 

ExpoL t Crops: 
285,000 20%
Coffee, cotton, sugar cane 


40,000 3%
Mtinor crops 


410,000 28%
Pasture lands 


260,000 18%
Forest lands 


Total in Agriculture 1,450,000 ha. 100%
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The country has a definite limitation on agricultural possibilities based 

on its land use classification:
 

- 6 percent of the land is without major restrictions on utilization
 
- 27 percent has soie restrictions but is apt for intensive use 
- 11 percent has severe restrictions but is suitable for perminent crops 
- 53 percent is appropriate only for grazing and forestry
 
- 3 percent is presently used for nonagricultural purposes.
 

- It is likely that the majority of"unused" lands, nearly 580,000 
hectares, is of the type appropriate only for grazing and forestry. 
Its utilization would require a significant investmrnt of productive 
resources and change the structure of the aaricultural sector away 
.Frm the traditional basic grains and export crops.* 

TrenCs in Major Crops
 

Official agricultural sector statistics report a surge in the area under
 

cultivation and production for both basic grains or staples and major export 

crops in 1979, follcwed by a drop in 1980 and 1981 back to the average levels 

of 1975-1979 (see Exhibit 5-2). The balance between the area in basic grains
 

and export crops has also returned to the 1975-79 average ratio, after a
 

temporary increase in corn during 1979 and 1980. Projections for the present
 

crop cycle indicate that MAG expects a general recovery in cultivated ai.ea to 

1979 levels, despite the bad weather in 1982, which MAG says it took into 

account. It is not clear, however, what assumptions were made concerning the 

timely provision of agricultural credit and inputs and the level of rural 

violence for this period. These projections are included here primarily as 

MAG's jrelisninary expectations of agricultural activity, and are not endorsed 

by the Study Team. 

* Conclusions drawn from Ministry of Agriculture land use tables "Plan
 
Agropecuario 1980-1983" and "Capacidad de las Tierras-Cifras Preliminares, 
Febrero 1981." Cropping patterns frm the Anuario de Estadisticas 
Agropecuarias and the World Bank No. 4054-1982 "El Salvador Up-dating Economic 
Mlmorandum" for past areas planted with coffee. 
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-xhit ' 5-2
 

El Salvador: Area Cultivated in Basic Grains and Export Crops
 
(Thousands of hectares)
 

Averages 
Basic Grains 1973-1979 1979 1980 1981 1982 

Corn 253.1 276.0 291.9 276.5 281.1 
Beans 
Rice 
Sorghum 

53.6 
14.4 

134.0 

55.1 
14.8 

143.5 

52.5 
16.8 

119.5 

49.7 
13.9 
115.5 

53.2 
16.8 

140.0 
Total 455.1 489.4 480.7 455.6 491.1 

Percent of Total* 31 33 33 32 33 

Export Crops
 

Coffee 165.0 185.0 
 186.0 186.7 185.8
 
Cotton 87.9 34.6 58.2 
 52.5 70.0
 
Sugar Cane 32.7 27.3 28.0 29.6 
 37.4 

Total 285.6 296.9 272.2 268.8 293.2
 

Percent of Total* 20 20 19 19 
 20
 

Other Crops 40.0 46.3** 50.2 36.8 56.4
 
Pasture '.10.1 
 397.4** 397.4 397.4 397.4
 
Forest 260.2 260.2** 260.2 260.2 260.2
 

Total Land in
 
Agricultural
 
Uses 1,450.0 1,490.2** 1,460.7 1,418.8 1,498.3
 

% of total agricultaral land in basic grain.
 
% of total agricultural land in exc>-t crops.
* The crop yea in El Salvador runs frcan !,1y 1 of the year nred, through April 30 of the 

following calendar year.
** This area is prcb!ablv inflated because of the procedure used by MAG to make the yearly 

figares cc.atible. The total agricultural land for 1980 was estimated to be 1,460,700
hectares, o-f wnich 260,200 was identified as forest and 397,400 as pasture (Plan Agropecuario).
:nese areas were considered as corstant for 1979 through 1982 for lack of information with which 
to chance it yealy. Crcr areas for each year were specifically stated in the sources, but the 
increase in 1979 may have reduced the land in pasture, forest or other crops for 1979. 

r 
Coffe prcd.urtion ar-a, PE,.A a World Bank No. 4054-1982 "El Salvador bdating Economic 

Sources: ::'GxA, A:ario de Estadisticas Acropecuarias. 

1982 estimates from %,AG/OSPAand PEPA, made well before actual harvests were in. 



Although the tntkil cultivated area fell from the 1979-1980 level for both 

basic grains and export crops, a closer investigation by crop shics that most 

of this decline is in sorghum for staples and in cotton for export crops. As 

could be expected from a permanent crop, the area with coffee in production 

was steady. The area in sugar cane, relatively profitable, rose by 8 percent 

over the area of the year before agrarian reform, 1979. 

During the first year of agrarian reform (1980-81), more land was planted 

to corn and rice, a little less to beans, and a lot less to sorghum and
 

cotton. In the second year, corn fell back to the 1979 level while beans, 

rice and cotton dropped further frmn the 1980 levels. Corn remained well 

above the 1975-79 average area, while sorghum and cotton were weJi belcw the 

hectarage of that period.
 

Since much of the sorghum crop is used for animal feed, its decline of 20 

percent can largely be explained by the 23 percent decrease in the number of 

head of cattle from 1979 to 1981 (See Eylibit 5-3). The area in cotton, a 

Ligh risk annual crop requiring a lot of operating capital, decreased by 38 

percent under falling market prices and the threat of arson for fields and 

gins. Also, a sizeable portion of El Salvador's cotton used to be grown on 

rented lands averaging 50-100 hectares in size. Landlords may have refused to 

rent land in 1981, fearing that their tenants would svm-ho be able to claim 

that land under Decree 207, even though they were generally busines~-nen rather 

than canpesinos. It is not clear yet whether enactnent of Decree 6 increased 

the supply of rental land for cotton in 1982; cotton prices were low on world 

markets, so demand was weak in any case.
 

Agricultural production data in Exhibit 5-3 sho an absolute decline for 

all crops in the two year period following the reform. Only sugar cane came 

close to reaching the 1979 level.. Average yields for several crops appear in 
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Exhibit 5-3 

El Salvador Basic Grains and Export Crops Production and Head of Cattle 
(Thousands of Metric Tons) 

National Average 
Basic Grains 1975-1980 1979-1980 1980-1981 1981-1982 1982-1983 

Corn 433.0 516.6 520.4 494.0 538.5
 

Beans 40.1 46.0 39.4 37.8 46.3
 
Rice 47.1 57.6 60.0 49..5 63.0
 
Sorghum 159.0 158.4 138.2 134.1 169.8
 

679.2 778.6 758.0 715.4 817.6
 

Export Crops 

Coffee 155.1* 173.9* 143.3 139.4 163.3 
Cotton 188.9 183.9 115.5 112.0 161.1 
Sugar Cane 2,604.7 1,995.3 1,802.5 1,925.0 2,596.6 

2,948.7 2,353.1 2,061.3 2,176.4 2,921.0 

Cattle (Thousands)** --- 1,440.2 1,210.7 1,105.7 

* Calculated from data on area cultivated and estimated average yield.
 

** Yearly surveys as of October 1.
 

Source: 1. MAG/DGEA "Anuario de Estadisticas Agropecuarias" 21st edition, August 1982.
 
2. 1981/82 coffee production provided by PERA.
 

3. 1982/83 estimates as of December 1982 from MAG/OSPA.
 



Exhibit 5-4 

El Salvador: Basic Grains and Export Crops Yields 
(Metric tons/Hectare) 

National Average 
 2
Basic Grains 1975-1979 19,79 1980 1981 1982 

Corn 1.71 1.87 1.78 1.79 1.92
Beans 0.75 0.83 0.75 0.76 0.87
Rice 3.27 3.90 3.57 3.57 3.75
Sorghum 1.19 1.10 1.16 1.16 1.21 

Export Crops
 

Coffee 0.94 0.94 0.77 0.75 
 0.88
Cotton 
 2.15 2.18 1.98 
 2.13 2.30

Sugar Cane 55.83 
 73.09 64.37 65.0. 69.38
 

Notes: 1. The crop year in El Salvador runs from May 1 of the year namedthrough April 30 of the following calendar year. The land reform 
began approximately March 15, 1980. 

2. MAG/OSPA estimates made prior to actual harvest. 

Source: MAG/DGEA, Anuario de Estadfsticas Agropecuarias, except for 1982.
Coffee average yields are for only 4 years; source, HAG.
 



Exibit 5-4, to help analyze the interplay hetween area cultivated and 

not bov.nproduction. Except for sorghum, the ininx-iate pre-reform yields have 

corn, beans, rice and sugar cane, theyregained in the last two years. Yet in 

exceed the 1975-79 averages. Coffee yields fell, but not particu larly because 

of agrarian reform, nor even fear that eventually Phase II would be 

implenvnted, expropriating landholdings between 100 and 500 hectares. While 

that was one factor, coffee producers told the Study Team that depressed world 

coffee market prices, rural lawlessness, and even the fear that the 

the 1984 elections, all 	 led themreform-minded Christian 	Democrats would win 

in 1982 that would have been needed for fertilizingnot to invest the money 

(l.a broca) in theand controlling coffee rust (la roya) and coffee borer 

plantations for maxinum yields. 

area under cultivationMAG/OSPA has projected higher yields and increased 

for the current year (1982/83). Whether these are attained will depend upon 

weather, the availability ofthe level of rural violence, expected prices, and 

inputs, credit, and technical assistance. 

The limi.ted data available on technologies utilized would indicate that 

there has been little change frown 1979-1980. Use of hybrid seeds for corn and 

stable, as has the reported incidence of inter- amdsorghu has been 

the level of fertilizerdouble-cropping of corn, beans and sorghum. Only 

imports has fluctuated significantly, dropping over 40 percent in 1979 and 

then rising to nearly the previous high level, by 1981. 

The result of the reduced level of agricultural activity in 1980 and
 

1981, by no means solely a result of agrarian reform, is that per capita 

output fell as population continued to rise. Production of both basic grains 

and export crops was dcun about 8 percent from 1979-1980, while population 

percent annual change). Thisincreased by nearly 7 percent (about 3.3 
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signifies a drop in production per capita of about 14 percent. Even if the 

substarnLial recovery of 19 percent in production projected for 1982-1983 

occurs, the net effect on a per capita basis will be only a modest 8 percent 

net gain over 1979-J 980 because of the 10 percent estiimted increase in 

population. Actually, this would be a very good perform-ince in the face of 

widespread violence and civil conflict which destroyed investor confidence as 

well as physical capital, and led to a gcncral downtu= in the nation's whole 

econcmy. 
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CHAPTER 6 

PHASE I AGRARIM REFORM COOPEPATIVFS 

structured to deal with three distinct 
El Salvador's agrarian reform was 

situations:
 

each 	had 500 hectares or more of property in the 
I. 	 Farms whose owners 

more 	than one farm.)ownerscountry. (Many had 

a totai of between 100 and 500 hectares 
owners each hadII. 	 Farms whose 


of property in the country.
 

farming not more than 70 hectares,
III. 	Tenants or sharecroppers, 

landlord.arearegardless of the owned by the 

in all threeimplemented simultaneouslySince the reform was not 

since Phase III depends on .and tenure, while I and II depend
categories, and 

occur. For example, 
on the of land an owner posseses, some overlap canamount 

though nothing has been done to implement Phase II, tenants have filed claims 

and received parcels from Phase II farms, under 
Phase III, which is going
 

forward at a steady pace.
 

largely completed,

The first phase of El Salvador's agrarian reform is 

few properties over 
and few or no further expropriations are expected. Very 

such poor quality soils that 
500 hectares remain in private hands, scm with 


agrarian reform agencies. We

little interest to thethey 	are apparently of 

turn 	now to describe and evaluate Phase I. 

A. APFA, PRODUCrION AIX) 104PLOYTJ32 r IN THE PHASE I REFOPM SECTOR. 

c-mCMs from thelands affected by the reform
To date, the largest share of 

hectares from 262 properties. To this, we add 
first phase, totalling 207,794 


less than

ha. coming frm 66 properties of persons who owned 

another 11,347 
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500 hectares, but agreed to sell to ISTA "voluntarily," after their farms were 

seized and the workers 'ere told the farm would henceforth belong to them. 

(Most of these cases were intervened in the belief that the owner had more 

than 500 hectares of faxtiland, as was indicated in the official land Registry. 

The Registry is about two years behind in recording land transfers. However, 

the transfers are legally valid when the documents are delivered to the 

Registry for recording, regardless of how long it takes the Registry to change 

its records.) Finally, the reserve rights claimed during this tim period 

(13,337 ha.) are subtracted, leaving an area of 205,804 hectares, often 

refeired to as the Phase I reform sector. 

Exhibit 6-. 

Area in Phase I Reform Sector 

262 properties over 500 ha. expropriated 207,794 ha. 

66 properties under 500 ha. purchased by ISTA 11,347 

Subtotal 219,141 ha. 

"reserves" returned to former owners 13,337 

Total Area of Phase I Reform Sector 205,804 ha.
 

This total does not include the 81,590 ha. in the cooperatives ISTA
 

controlled as a result of earlier government programs, often called the
 

"Traditional ISTA Cooperatives." Yet for practical purposes, in many respects
 

ISTA manages these in exactly the same way as it handles the cooperatives it 

formed with farms expropriated in 1980. Several such properties are UCS 

cooperatives, formed when the UCS bought haciendas with ISTA, BFA or FEDXAJAS 

financing in 1977 and 1978. Other cooperatives in this group have been in 

existence for as many as 20 years or more. 
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The area of the Phase I reform sector may vary slightly in the future 

when final surveys are made, recent voluntary offers are incorporated, and 

some land which is of no productive use is turned back to the state as 

"national reserves." In the 1980-1981 crop year, the Phase I reform sector 

had only
represented 14 percent of the agricultural land in use. (The sector 

19% of the land in export crops.)
6% of the land planted to basic grains, but 

less than this
Later references to the reform sector area under crops will be 

of
14% by en amount considered to be fallow or unusable, except for grazing, 

approximately 50-60,000 hectares.
 

Production 	in the Phase I Sector
 

The larger farms in El Salvador, now the Phase I reform sector, 

Many unitsin cattle raising and export crops.traditionally specialized 

the crop for export (cotton
included the installations required to process 

Some of thesecoffee processors, slaughterhouses).gins, suaar mills, 

separated frcm the farm units upon expropriation, and are 
installations were 

that replaced the previous manaqement.
not part of the cooperative structure 

Exhibits 6-2 and 6-3 list the utilization of lard within the reform 

from the time of intervention (early 1980) through
sector and its production 

The overall trend is a small decrease in
the end of the present crop cycle. 

for basic grains and export crops. To a lesser 
crop areas 	and production both 

same is true for the national agricultural sector except that MAG
degree the 

for 1982, to a 2.6 percent rise in area over the 1980
projects an upturn 

level. For the reform sector, MAG projects an 8.8 percent decline during this 

sam period. 

This loss in area cultivated and production of the reform sector is 

The second
presented in Exhibit 6-4 as a percentage of the national levels. 

to 
crop cycle 	 (1981/82) showed a predictable increase in the area planted 
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Exhibit 6-2
 

Hectares Planted by Crop 
 on Phase I Reform Sector Farms 

Projected
1980 1981 Percent Change 1982 Percent Change 

Basic Grains 

Corn 15,192 16,047 + 
5.6 11,270 - 29.8Beans 5,289 4,240 
 - 19.8 3,290 - 22.4Rice 3,335 4,108 
 23.2 3,955 - 3.7Sorghum 5,247 2,985 
 - 43.1 3,360 + 12.6 

Export Crops 

Coffee 21,795 
 18,992 - 22.9 
 18,340 - 3.4
Cotton 19,612 19,095 2.6
- 16,310 - 14.6
Sugar Cane 10,618 11,006 + 3.7 12,670 + 15.1 

Other Crops 10,273 10,205 
 - 0.7 8,470 - 17.0Pasture* 34,094 34,094 
 0 34,094 0
Forest* 29,808 29,808 0 29,808 0 

Total 155,263 150,580 
 - 3.0 141,567 - 6.0 

* Pasture and forest lands assumed unchanged from 1980 level, for lack of information. 

Source: PERA, 1982-1983 estimates from MAG/OSPA. 



Exhibit 6-3 

Production by Crop on Phase I Reform Sector Farms 
(Metric Tons) 

1980-1981 1981-1982 Percent Change 1982-1983 Percent Change 

Basic Grains 

Corn 44,437 36,350 - 18.2 28,175 22.5 
Beans 3,938 4,127 + 4.8 3,098 - 24.9 

rice .. 10,190 13,642 + 33.9 12,841 - 5.9 
- 54.8 5,018 + 20.7Sorghum 9,206 4,158 


Export Crops
 

-.13.1
Coffee 18,367 19,999 + 8.9 17,387 

Cotton 44,127 38,837 - 12.0 32,832 - 15.5 

Sugar Cane 773,534 799,062 + 3.3 763,636 - 4.4 

Note: 1982-1983 data are estimates by XAG/OSPA, prepared before harvests were all In. 

Source: MAG/DGEA, and calculatiorsby the Study Team. 



corn, reflecting its prominence as a staple food. The area in sorghum dropped 

dramatically, probably because of a several-year decline in livestock 

population and the 1981 halting of purchases by the government ccnrodity 

purchasing agency (IRA). The increase in the area with rice represented the 

only notable change in the reform sector share of any crop for this year. 

The estimate for 1982-1983 would indicate a very different situation,
 

should the MAG forecast b- accurate. Even though the area sown by Phase I
 

coops to sorghum and sugar cane is projected to increase (Exhibit 6-4), the
 

share of the reform sector in area and production continues relatively small. 

MAG projects a huge increase in the non-reform sector's area cultivated and 

yields for sugar cane in 1982, causing the Phase I reform sector's share to 

fall despite a modest increase in its own area planted to sugar cane. 

According to data presented by PERA in its May 1982 evaluation, the 

number of beef and dairy cattle in the reform sector rose 6.6 percent between 

late 1980 and late 1981. Dairy cattle accounted for 45 percent of livestock, 

and were up 13 percent over the previous year. Pasture lands uere considered
 

to remain virtually unchanged in both type and extension. It is probable that 

animal production figures will drop during the present year. One factor 

frequently cited to the Study Team was the fear of theft, incident to the 

violence and civil conflict. The non-reform sector ranchers feared that, and 

also worried about their future if Phase II were to be implemented, affecting 

holdings between 100 and 500 hectares. 

Examination of production yield data in Exhibit 6-5 indicates that there 

are several distinct differences between the reform sector's and the nonreform 

sector's average land productivity. However it must first be noted that the 

national average yields in 1979 were above the following year's nonreform 
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Exhibit 6-4 

Cooperative Farms: Percentage of Total Agricultural Area and'Producton 

Reform Sector Area Reform Sector Production 
(Phase I only) (Phase I only) 

1980 1981 1982 1980 1981 1982 

Basic Grains (total) 6.0% 6.0% 4.5% 8.9% 8.1% 6.0% 

Corn 5.2 5.8 4.0 b.5 7.4 5.2 
Beans 10.1 8.5 6.2 10.0 10.9 6.7 
Rice 19.9 29,6 23.6 17.0 27.5 20.4 
Sorghum 4.4 2.6 2.4 6.7 3.1 3.0 

Export 	Crops (total) 19.1% 18.3% 16.1% 40.6% 39.4% 27.9%
 

Coffee 11.7 10.2 9.9 12.8 14.3 10.6 
Cotton 33.7 36.4 23.3 38.2 34.7 20.4 

LI Sugar Cane 	 37.9 37.2 33.9 42.9 41.5 29.4 

Other Crops 20 5 28.3 15.0 .- -

Pasture* 8.6 8.6 8.6 - - -

Forest* U1.5 11.5 11.5 - - -

Total Area 10.6 10.6 9.4 - - -

Note: 	 1982-1983 percentages are based on MAG/OSPA estimates made before harvests 
were actually in. 

* MG 	 assum.ed these to remain.tchanged from 1980-1981, for lack of data. 

Source:* YAG/DGEA. 

http:assum.ed


Exhibit 6-5 

Comparison of 	Reform Sector and Non-Reform Sector Yields 
(Metric Tons per Hectare) 

National Average 1980-19811 1981-19821 1982-19832 
1979-19801 Reform Non-Reform Reform Non-Reform Reform Non-Reform 

Basic Grains 

Corn 1.87 2.93 1.72 2.27 1.76 2.50 1.89 
Beans 0.83 0.75 0.75 0.97 o.74 0.94 0.87 
Rice 3.90 3.06 3.70 3.32 3.68 3.25 3.91 
Sorghum 1.10 1.75 1.13 1.39 1.15 1.49 1.21 

Export Crops 

Coffee 0.94 0.84 0.76 1.05 0.71 0.95 0.87 
Cotton 	 218 
 2.25 1.85 2.03 2.19 2.01 2.39
 
Sugar Cane 73.09 72.85 
 59.20 72.60 68.51 72.73 83.06
 

Notes: 1. The crop year runs from April 1 through March 31 of the following calendar year. 

2. 1982-1983 yields are based on estimates from IMAG/OSPA made prior to the actual harvests. 

Source: MAG/DGEA Anuarlo de Estadisticas Agropecuarias, except for 1982, which are YdAG/OSPA estimates. 



sector yields (see 	Chapter 5). This initial drop did not continue into the 

to a minor degree in rice, beans and coffee. Rather,second year except 

production was stable or increased substantially (cotton up by 18% and sugar 

cane up by 16%). Also, MAG expects yields to rise in this sector during 

surpass the pre-reform levels for all.1982-1983. If this happens, they would 

crops except coffee. (Ideally, of course, we would like to have pre-reform 

data for production on the expropriated farms instead of national averages. 

Unfortunately, such data are not available.) 

The Study Team did not have the time or resources to make its own 

estLiates turn out to be reasonablyprojection of 1982-83 output. l'f the MAG 

accurate, one could conclude that initially yields declined a little for 

beans, rice and coffee, compared to 1979, while yields rose for corn and held 

stead for cotton and sugar cane. We conclude that the implementation of 

to have reduced average productivity in eitheragrarian reform does not appear 

the reform or the nonreform sector. The civil conflict and violence are 

clearly more imnartant than any uncertainty introduced by the agrarian reform. 

and most owners have received1 
In fact, since Phase I is virtually camplete, 

less uncertainty now than two yearsreserves if they asked for them, there is 

since owners now put all their capital and attention intoago. In addition, 


the 100 hectare reserve, one would p their yields to be higher than when
 

they owned more than 500 hectares.
 

better than thoseThe reform sector's yields have been nearly equal to or 

sector for most crops. However, the great year-to-yearof the nonreform 

passed.variation makes it difficult to judge the trend until more time has 

and sugar cane, NAG expects yields to be slightlyFor corn, sorghum, cotton, 

a reflectionlower in 1982-1983 than in the first year of reform. This may be 

flux: bad weather, violence, weak rnanagementof several factors 	renaining in 
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capability, problems of learning to work together, etc. It mist be 

remmbered that the Phase I coops are new businesses with no initial capital 

of their own except their labor, managing relatively large assets with the aid
 

of heavy bank loans. This makes then more vulnerable to unforeseen problems 

than a non-reform landowner with substantial net worth, long administrative 

and banking experience, working with relatively less borroed capital. It
 

will take much longer than three years 
to establish any definitive difference 

in average productivity between the reform and nonreform sectors.
 

Employment. 
The issue of camloyment within the agricultural sector is of 

grez t importance, especially when the limitations of econonic land use, the 

dependence on international markets, and a hiah rave of rural population
 

growth (estimated at 3.6 percent annually) are considered. The Ministry of
 

Agriculture's Plan Arropecuario 1981-1983 calculated that about 46 percent of
 

an economically active population totalling 1,523,000 persons in 1980 was in
 

the agricultural and livestock sector. 
The planners calculated that 79
 

percent of the man-days worked corresponded to raising crops and 19 percent
 

for livestock activities. According to the Ministry's data, the average
 

person employed in agriculture wrked 159 days in 1980, which only amounts to
 

about 53 percent employment (based on 300 days per year). Although this 

cannot be considered any more than a rough estimate, it does indicate a 

substantial amount of unEnp1o-jmvnt or undere-ployircint. 

There are no comparable data for the reform sector, although a crnpa-rison 

of days worked was prepared by PEPA, the Agrarian Reforn Evaluation Agency of 

MAG (in Eva]uacion del Proceso de ]a Refor Acraria), which was based on crop 

areas. 
Exhibit 6-6 is an abridged version, to which %n have added activities 

for 1982-1983 estimated in a similar fashion.
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Exhibit 6-6
 

Employmcent in tie Phase I Reform Sector 
(millions of man-days worked) 

1982-1983
1980-1981 1982-1982 


2.1 16 1.6 14
Basic Grains 2.1 16 

Export Crops 9.2 69 8.4 67 8.1 69 

2.0 2.0
Other 2.0 15 17 17
 

12.5 11.7
T"TALS 13.3 


that for each successiveThe obvious conclusion 1o be drawn from this is 

6 percent of its employmentyear, the reform sector appears to be losing about 

must be noted that initial employment -- when the
potential. In fairness, it 

-- often much greater than the
cooperatives were first organized in 1980 was 

werefarm before expropriation. Resident workersemployment on the same 

workers were accepted as new members.
generally incorporated, and additional 

(as well as for agriculture in general)The dilenma of the reform sector 

for employnent generation (for
that the crops with the higher potentialis 

per year per hectare, or cotton
example, coffee with a work day factor of 257 

markets. Basic grain production only
with 129) are dependent on international 

employrent were significantlyrequires 51 to 86 days per hectare. If 

increased by planting corn on land na-i undertilized, corn production would 

rise but the price would fall sharply. (Most cooperatives visited already 

their own consumption needs to
consider the production of basic grains above 

be unprofitable.) 
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There is a potential for creating jobs through diversification and 

non-traditional export crops, and for building a lot of productive 

infrastructure. Unfortunately, these investnents would be financially
 

feasible only in the medium 
 to long term. For example, even though it is
 

already more developed 
 than most of Central America, rural El Salvador still 

needs schools, access roads, irrigation projects, reforestation, and terracing 

and other work to convert some pasture lands to intensive cropping. 

B. TIE COST OF-VIOIDNCE TO COOPFRATIVES.
 

The agrarian reform in El Salvador 
is clearly very much alive, but 
campesino progress is constrained by a civil conflict which is now entering 

its fourth year. We concur with the 1981 Checchi report that:
 

Agrarian Reform is succeeding despite the violence 
in thecountry. Though it is related to end affected by theconfrontation between -he qovernnmnt and the insurgents,the Agrarian Reform iL. not at the heart of the controversy. 

On the other hand, the rural violence has taken its toll on the performance of 

the reform and, for this reason we have attempted to estimate the cost of 

Violence to Phase I cooperatives. 
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of the most appoalling(1)Statistics on Mrder: 1981 and 1982. One 

of thousands of
ipyacts of El Salvador's struggle has been tle murder 

suni iry of data forThe 1982noncabatant civilians. Oxfam study gives a 

Salvador Archdiocese Legal Aid Office, San 
1981, based on data from the San 

in 1981, of12,501 civilians murdered
Salvador. This 	source shows a total of 

described as campesinos (p. 61).
whcm 5,123 were 

think is resoonsible for these 
The Oxfam report also states who they 

of identi­are attributed to soldiers and menbers
deaths: 7,673 murders 

and 4,828 murders are blamed on
fiable paramilitary organizations 

Groups." Oxf am apparently does not consider 
"Unidentified Para-military 

the various guerrilla groups as responsible for any 
either ccamon criminals or 

of the 12,501 persons reported murdered in El Salvador in 1981. Whoever the 

of 
this kind of violence is not consistent with the need 

killers, of course, 

to be left alone and allowed to farm their land. 
campesinos, like anyone else, 

report also reprints information from a UCS report which lists 
The Oxfam 

for UCS. The UCS 
the killing and "disappearance" of prcnotors and workers 


place of the event, names and occasionally

logs inform-?tion on the time and 

as for most violent deaths
about the perpetrators. Hlowever,scm- information 


nor is any suspect ever
is ever made,in El Salvador, no investigation 


also saw an ISTA report dated October 1982, which
 
arrested and tried. We 

23 menbers of 
that in just eleven cooperatives of the Central Region,

stattes 


other coop members have been assassinated since
 
cooperative boards and 150 

March 1980. 

the U.S. Flbassy maintains,
For 1982, we have relied on a record which 

reports of the nation's four principal papers: T.i Prnsa 
drawing from press 

and El Mundo. 	The press reports do
Hoy, Diario ILatino,Grafica, El Diario de 

the country, but the 
not provide a camletely reliable picture of violence in 


and helps show trends. The sanir

is fairly consistentreporting over time 
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newspapers, supplemented by personal testimny, are also used by the San 

Salvador Archdiocese Legal Aid Office for compiling its statistics on murders.
 

The U.S. Embassy methodology differs from the latter's statistics, in having 

separate categories for "guerrillas" killed in action (KIA) as well as 

distinguishing "civilians" fran "military" casualties. 

If we ccmbine the categories for reported murders of "unknown" 

(reportedly cam-pesinos for the most part), "civilians", "faxners/laborers", we 

have a high proportion of deaths of people not directly engaged in combat. 

No numbers can nasure these effects, but our rield interviews confirm the 

degree of fear, intimidation and anxiety experienced by campesinos who must 

work day-to-day on farms near areas of rural violence. 

(2) Abandoned Farms. Numerous Phase I farms sit squarely in areas of 

military/guerrilla ccxrbat, especially in the Departments of La Union, 

San Miguel, Usulutan, San-Vicente, La Paz and Cuscatlan. The result is that 

upwards of 40 farms have been abandoned at least temporarily over the last 

year and less than half have returned to operations as cooperatives. As of 

September 1982, ISTA reported 28 abandoned Phase I farms. 

In addition to the 28 farms, PERA estimates that another 21 cooperatives 

are in areas through which the military and the guerrillas conduct operations. 

Any one of these may have to be abandoned at any moment. 

* Last year's Checchi report also listed various cooperatives as abandoned. 
Our lists do not include these: Sinatepeque, San.Vicente, 620 hais; Nanachapa, 
Usulutn, 357 has; La Estancia, San Miguel, 581 has; Sar Francisco Gualpirque, 
La Uni6n, 1,438 has; Santa Mar.ia, Usulutin, 280 has.. We believe these are 
operating again as cooperatives, but none are in areas we were allowed to 
visit. 
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We have attempted to estimate the value of crops lost by abandoned 

Phase I farms over 1981-1982. A list of 28 farms that we believe are 

abandoned as of December 1982, and their total cropped area, is shown as 

Exhibit 6-7. The 28 farms had previously cultivated approximately 3,000 

hectares. Exhibit 6-8 provides our estimate of the value of crops lost by 

these abandoned farms, close to 6.7 million colones. The crop losses 

represent a substantial proportion of the value of refor.red sector production: 

7.8 percent of the sorghum, 7.3 percent of the rice, 5.2 percent of the corn
 

and 5.1 percent of the cotton, plus smaller losses in sugar cane and beans. 

(3) Farms with Losses Attributable to Gueri2las. The destruction of
 

The econc=,, including the agricultural sector, is a major part of the
 

guerrilla strategy. Export crops like cotton, coffee and sugar cane have been 

hard hit. Cotton has been especially susceptible because it needs timely 

applications of pesticides, which are applied by light planes. We were 

informed that the FNILN has destroyed 13 crop dustingplanes in 1982, wounding 

five pilots and killi-ra one. This effectively halted all sprayjng. These 

planes are easy targets because they must fly lc and not very fast. The 

result of the guerilla action is the unenployment or death of the pilot; the 

extent of the reduction in cotton production will not be known until the 

harvest is cmp)eted. 

In the case of sugar cane, the fields are easily destroyed by fire. To 

deal. with this, in part, the 1982 harvest ho.an ear].ier than usual. When cut 

early, the cane is less dry; the sugar content is lowcr, however, cutting 

production. 

Exhijbit 6-9 provides a list of the nurber of farms reported affected by 

combat in various Departmnts in 1981 and 1982. The cropped area of these 

farms is extensive, especially in the cotton-rich areas of San.Vicente and San 

63
 



Salvador. We were told that the guerillas had occupied otser farms in 

Novemer, and that the campesinos lost crops and buildings from anrm 

operations to dislodge the guerillas. On a smvller scale, the guerillas often 

Exhibit 6-7 

Phase I Farms Abandoned Because of Conflict (1981-1982) 

AbandonedDepartment Farm Name Cropped Area Total Area 
(has.) (has.) 

Cuscatlan .Valle-Verde 102 450 

La Union San Jose 80 98 

San MRiguel -Vedo Ancho 50 416 
La Esperanza 165 513 

La Paz El Despoblado 160 173 
El Astillero 
El Copirol 

210 
16 

473 
61 

San Jose de la Montana 287* 1,113 

Usulut~n La Canoa 235 895 
San Antonio No. 1 
El Marillo 

430 
39* 

437 
150 

El Retirito 
Linares El Coal ota] 

47* 
83* 

182 
323 

Las Mesitas 38* 248 
El Corozal 190* 735 
Corral Blanco 19* 73 
El Carmen 262* 1,015 

San-Vicente San Ramon Grifal 55* 213 
•Guajoyo 120 601 
San Antonio Cairnos 31 56 
El Chorro 111 555 
Santa Marta 65 211 
El Coyol 100 218 
La Joya 100 955 
Los Angeles 210 169 
San Nicolas 143 180 
La Canada y Arenera 100 143 
Nuevo Oriente 80 210 

TOTAL 2,776 10,764
 

Calculated as 25.8%,of totail area, based on average of farms with crop
 

area breakdown.
 

Source: PERA
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Exhibit 6-8
 

Estimated Crop Losses on Phase I Farms Abandoned
 
Because of Conflict (1981-1982)
 

Principal Crops 

Corn 	 Rice Beans Sorghum Cane Cotton Total
 

Estimated No. of Has. 
Planted then abandoned
 

226 	 967 2,776
on 28 Farms 827 301 118 337 


Losses as Percentage of
 
5.2 7.3 2.8 7.8 3.1 5.1 1.8
Reform Sector Production 


Estimated Sales Value of 
126 1,348 3,211 6,695Last Crops (00) 	 1,057 709 244 

Source: 	 Derived from estimates of ISTA on farms abandoned (28) and of PERA on cropped
 

area and value for 19 of these farms. The average areas cultivated by crop
 

were used to extrapolate area and value of losses for remaining 9 farms. 



Exhibit 6-9
 

Farms Subjected to-Violence in 1981 and 1982 by Department*
 

Departiment No. of Farms 
198] 

(hectares) No. of Farms 
1982 

(hectares) 

San•Vicente 3 2,308 3 1,349 

San Salvador 2 2,002 3 2,452 

La Libertad 4 2,322 0 --

Chalatenango ] 2,299 0 --

Santa Ana 3 869' 0 --

Cuscatlan 0 -- 1 302 

La Paz 0 -- 1 473 

Usulutan 0 -- 2 2,008 

TOTAL 13 9,800 10 6,384 

Changes in the number of farms affected, by Department, reflect the 
changes that occur in the location of combat areas. Military/Guerilla
CcTbat shifts rapidly from one Deparunnt to another. 

Source: PERA
 

threaten to destroy vehicles and the land reform beneficiaries are afraid to 

send trucks oir tractors out to the fields. Surely no other land reform in 

Latin Ameri.ca has been carried out under such harrassment -- and from both 

extreims. 

Meanwhile, we estiintte the number of cooperative nernbers displaced and 

jobless due to ariiY]d clashes at about 1,500. 'Me actual numlber of jobs lost 

would be 2 or 3 times higher at peak harvest periods, since most of the crops 

are harvested by hand. Our estirm-te is derived by taking the total area of 

the 27 cooperatives (10,764 has.) and dividing by 7 (the average number of 

hectares for each cooerative nTEmber on Phase I farms.) Scxme of the 

cooperati.ve nmumers may still be working i-ndividual plots ct land, but the 
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the nuixr of jobS and aifectedrural violence has clearly roduccd 

many families. 

Another serious problem connected with the
(4) 	 The Cost of "Protection." 

refers 
civil conflict is the 	provision of "security" on Phase I farms. This 

made to the military and para-military troops assigned
primarily to payments 

the expense incurred for "security"
to the haciendas. For the cooperatives, 

found these costs as 
appears as 6ubstantial "administrative" costs. We have 

receipts of sane cooperatives,high as 3 to 10 percent of the monthly gross 

lower or did not have 
even those located in nonconflict zones. (Others were 

these costs, however.) 

The 1982 Oxfam report states: 

aFor some in the military, the land reform has become 

income and the'peasant cooperatives have
supplement to 


replaced the old landc~ning class as paitrons. The difference
 

is that the past landowners paid local numbers of the national
 
aintain 'order' amonq 	 the workers.guard or treasury police to 

Now the military extorts roney from the cooperatives in 	exchange 
sanefor not repressing them. Thie protection racket has the 


victim but a different cashier. (p.3 7 )
 

the only means for
On the other hand, para-military protection is 

areas the cooperatives
maintaining law and order in remrote rural and affords 

scxc- insu-ance against armed robbery by rmarauding individual bandits. 

in which guerillas are active, cooperatives are reportedlyIn areas 

provide to them. The fact that
scmetims forced to pay sums of money or food 


does not make it any less of a protection racket

this is called a "War Tax" 

the Oxfam Report cites.
from the viewpoint of the campesinos, than the abuses 

The victim is still the campesino, but nc' a new extorter is charling for not 

Jn those areas, or to
repressing him. Though we were not able to interview 


on the of these "war we believe

obtain reliable infoimation arrount taxes," the 

cost and the intimidation are no less real. 
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There are two types of pXara-military troops in rural conunities: 1) the 

civil defense and 2) the territorial service, or "patrulla." The latter is 

basically an infortiwtion net-v)rk between the campsinos and local anry units. 

The "defensa civil" is a unit of guards (usually ex-soldiers) led by a 

"crmandante local" who is a careu:r soldier ('argeant or corporal) kid by tie 

army. Most are arnm_0 with !-urplus wrapons, mich as bIt action rifles. Most 

menbers wear khaki grec-n uni(oiarm; ;'nd mi].i ary boots. While the "comundante 

local" gets a rcqular salary ixiid by Departmnt headquarters, the troops of 

his defense uni-t are volunteers who must be ipaid by the local. citizens. The 

"defcnsa civil" represents the only ini litary presemce for nany remxote 

ccmTnities of the western parti of El Salvador. 

Some of these guards are friendly and work well. with the campesinos. 

Others, il.l-disc.ipl.incd and given to uncontrolled violence, become pan-rt of the 

problem rather than a solution. McniDers of the "defensa civil" are cften 

accused of theft, rape and assassinations in rural areas and .,-all vi.llaces. 

The "defensa civil" was preront on nearly all of the cooperatives we 

visited; these were in the West, with relatively ]ittle gueril.la activity. 

Its cost rangced from 01,000 to V13,000 per rinth per hacienda. We wore told 

that typical c'osts were as shci'n in Exhibit 6-10. The coops we visited were 

all. in the West, with ]itti e jueriIl]a activity. In the East, instead of costs5 

for guards, we heard that the coops have to pay "War Taxes" to the guerillas. 

Exhibit 6-10 

Typical Monthly Cost of Paramilitary Guards 

3) monthly pay 0260/soldier 
2) unifomi and protective clothes 50/soldier 
3) vehicle m:r' fuel 20/soldieru nd 

4) .als, at" (5 pr diy 150/sol d(,r
 
5) extras (sAerei for c:cafional 13-13-Q) 20/.:oldi 'r
 

'IXYI'AL ¢500/soldc er/on nth 
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W also heard -.;everal 	accotint, of these pIr,-mi.] itary troops wrecking 

from faRms. There is no insurance, and no way
vehicles they hd borrA :d the 

to collect damiges from anyone in such canes. 

On the other hand, one cooperative we visited was located close to an 

elite regular army unit, and had no expxnse at al. for Civil Defense guards, 

nor did its leaders feel vulnerahic for lack of guards. During our visit, we 

stop for a drink of water, and move on 
saw one -mall regular ariiy polirol 

quietly on its patrol protect:ing a nearby hvdroeectric plant. 

we could not
The Study Team was told that cooperatJves in the East, where 

arm sCre of their own mmbers a5 guards. This reduces their 
travel, generally 

to pa.y taxes" to the 
costs a little, but then iviny of them have "war 

guerillas. 

guerrilla activit-y, the "defensa
In the Western areas i nt are fr(. of 

civil" appears to be more of an expensive liability than an asset for Phase I 

law and order were rmintained by
cooperatives. It would be cheaper if local 

"posses" of coo) meirbers. Then these para-military units could be reduced in 

roles on tie farms. At the observed
size and/or learn to perform productive 

average rate of 5 troopers pe-r cooperative, the iirx)thl.y cost to each 

between V]500 and V2,500. See Exh.ibit 6-Il for 
cooperative probably averages 

additional details on 	civil defense costs.
 

NLmnrous government
(5) Additional Social Costs of the Civil Conflict. 

affected by the violence in rural areas. TAAG extension
institutions have been 

teams are no longer visiting farm-, in many areas. Personnel of the BFA and 

wile trying i.o carry
ISTA have been threatened 	or killed in the line of duty, 

As a result, their colleagues are reluctant to visit 
out the agrarian reform. 


those rural areas. The danger sometjiiYfs co e-s frcin guerrilla groups and
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Exhibit 6-11
 

Costs to Cooperatives with "Civil [ofense" Units Quartered
 
Novcinber 1982
 

No. of Average Wage* 
No. MIembers "Civil Defense" Colones 

Name of Coop. T!x, Suplort(ed Extras Paid to Soldier 

Zope 65 4 food C150 
Barra Ci(eca 119 4 food 150 
San Pedro Taz. 40 1 90 

Eden 142 7 	 quota, barrel 150 
of diesel fuel 

Kilo 5 11.7 4' reten (10) 5,000 
(total.) 

.Plan d Amayo 93 4 150 
Las Victorias 110 5 150 

CoFpapayo 105 	 5 food 250 
Balsamar 95 	 5 food 200
 

Las Lajas 191 10-12 	 250 
San Isidro 600 20 	 200 
Santa Cruz 500 	 10 food 200 

* Paid every, two weeks. 

scm-tims from t raditional ]rqe landcwners, acc:ordinq to reform staff people 

we talked withi. It takes considrabi]. effort, contacts, etc., to detc .rtine 

when it is "safe" to visit a fam. All tooether, these pose "hidden" costs on 

land reformn op:,rations, though they are difficult to nmasure accurately. 

Exhibit 6-32 smurmarizes the situation in Novcm~br, 1982. 

(6) The Lack of Tribunals to Resolve lotcal Conflict. Much of the violence 

in the countryside has little to do with guerilla activity. Rather, it 

appears to originate in the lack of an accepted, legitimate method of 

resolving conflict anpng persons Ain smcn other way. In El Salvador as in 

other countries, there are inevitably disputes among campesinos and between 

campesinos cand other persons. Whether a dispute involves land, money, or 
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Exhibit 6-12 

Effects of.Violcmcc on ,ure ()fES Institutions, NoveMoer, 1982* 

1. 	 FIT;TA fiecld prsom] -e-rt that 116 mnicipalities out of a total of 
: in arca.

26] arc paVt.ii!l1y (T ( :l',l. ' *jnlt. ,.il~o dur' tO vi'] rc-(C tjic 
it): h r:, itt nf 	 5.1*mtly }rtJw:flt- , lh . r.. '~ rmml > r in con.fl ]ict- .i cludc' 

m i n rc.-ods 	whi.chW. Tol ] ,.i,;r ,ave2. 	 PUBI,]C J N, ,]TrT ' IO,: 'fl .' ',tP7tt' 1 
c ; io7 i--- - Ov(--t:-hinq north (of cnter ; t!-iulut£,n -­are 	

S-V t south to
southeastrrn and soutt.i..'(.rn t Sp;imVi eL 

San Carlos and to Dolores closed; 1_a Paz -- Z&w:atecoluca to ]Los }lovos 

(coast) closed; Cab::-s -- Victo.-J- north to 	San Pedro armd Cinciqera to 
east and south of Depaxrt-rfnltSuchitoto closed; Chalaterango -- everything 


is closed.
 

(aicaldlas) 	 jin RFecion TV
3. MUNICIPA,IT]]TS: Numiber of iminicipal ciovreur nt 

due to the viol once,which axe not functjoniY,, at ]e2st 0',. of the ti.Ti 
Morazin (4 out of 10)by 1)k'IartirIrt. -- San .iciuei (]] out of 20) ; 

;ed) ; I;, Unicln (5 out of 28)t]suiut'zn (10 out of 23, two are 100% co 
r.Sar-2c.-., 2Oth:r mun~icJ.laeieE aIf(cted by the vi3c'f,: 3 

alcaldes assass:atcd in Municipio Sa. Lorenzo; I ix,La tP'az where 
-,inmno wh(,rc- I a]caldc hi]led.alcaildes were as..... I. 6 in Cha] 

the qov.rninq hx:i' fl(-ci.
Onc a]caic :-sas;inat(d in Morazarn and 

1.D.A rT10,: .;c ::ci,]l clo:d dluc' in viol(,ic ..-- 247 in 1980; 877 ii!
N 

Jild ],50(J 

in and 182. I;,iue::t numx-r of schools 

4. 
3]--];-	 -26 1in 11M)2. A1.;p0 cl]y 1(10, 00( :tl(t(':t i::ilt t.eac lerf. 

affect, d by t!he c4osur 298] i] 
(103)closc.d in Can.V.icent.e (107 and Chalat,.nano 

US rha..y, froxn survey of F.TIATIA (August
* 	 Source: Political Section, 

, iblic Scdicx)l r (COct cber)2982) , Pbl)]ic Transofrtii:iori (October 1982) 
PI):,]ic Jkcal th Cr-nters (Otober P982) , PCna]Re.ident Mayors (X.-tobur 1982) , 

'1woe;, %-,re 9c.ri r(..,x~n;es of i rit itutions,
S,vstei (Novcber ])8):" 

rex)rted witLhout ro;s check cr confirrition of data.
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pride, in El Salvador it is fre]quently resolved by violent force. Many 

observers have justly criticizvd the "unidentified paramilitary groups" that 

kidnap and nurder and tlose who give the orders to such murderers. Yet the 

local press reveals that there are a lot of casual killings as well, with no 

political overtones. 

Iac.,ever, at least: art of the prdolemn is surely tiat there is no 

generally accepted institution that can accept a grievance, determine who is 

right, and impose an equitable solution. By many accounts, the courts are 

weak, understaffed, aiYwl intimidated. '[hose who are right but weak have no 

recourse when scmeone steals their land or their harvest, and those who are 

strong muy feel little need to respect the rights of their weaker neighbors. 

The problem is scme respects greatly resembles the rule of the Mafia in 

Sicily, and that problem has begun to ease in 1982 mainly because the Italian 

government and the Catholic Church have finally addressed it by strengthening 

the courts and defending judges, detectives and witnesses against intimidation 

by wrongdoers. (See The New York Times, Jan. 16, 1983.) 

Our study does not encairpass the problem of lawlessness in tie cities, 

but we are concerned a.out its cost to the land reform beneficiaries. The 

agrarian reform legislation contemq)lates the creation of agrarian tribunals to 

resolve rural disputes.; involving land. We Ixlieve that it is time to Move 

toward inp.enmnting tih ese provisior::. 

Such courts will not elijinate all rural crime, and indeed they would rot 

have jurisdiction over murder, assault or rd)bery. However, by providing a 

peaceful, credible means of resolving disputes civer property boundaries, 

rental contracts, and other civil disputes in tie countryside, th-ey should do 

much to reduce its frequency. The existence of such courts, backed with the 

authority of tJe anmed forces just as the agrarian reforms have been, would 
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give campcsino!s a Way to jLninjust-o( without thems-elves havirj to ike up 

aims. 

The usual reason for creating such specialized courts is to facilitate 

that arise in its
of agrarian reform, resolving disputes

the impllementation 

experience in other 
execution over appraisals, oompensation, etc. However, 

and resolve manycourts hear 
Latin American countries indicates that such soon 

and between campesinos and the among campesinosother land-related disputes, 

a panel of a lawyer and two 
wealthy. Such courts, typically judged by 

cases speedily and to go
of farming, able to hear

professionals with knowledge 

might do much to eliminate the desperation that 
to the scene of a dispute, 

injustice by ccrmitting another.
people to resolve oneleads mnny to try 

of course be taken to see 
In establishing such courts, care must that 

as the rich who cannot hire a 
they are made accessible to the rxxr as well 

Small Claims Courts in many U.S. cities perform a similar rol.e in 
lawyer. The 

quickly and inexpensively.over 	money or property,resolving small disputes 

a part,courts is a significant part, though only
We believe the lack of such 

of much rural violence in El Salvador today. We recommend the 
of the cause 

a pilot model of such courts, in one of the areas with 
creation of at least 

a solution to one 
little guerilla activity, to test the feasibility of such 

part 	of the prci)lem. 

'Te co;ts of violence to Phase I cooperatives and all 
(7) 	 Sunviry 

the agriculture sector are ilmirise. 	 'Tie tally inclu ics: 

murders.a. 	 Nuiirous conflict-related 

b. 	 A significant nut> r of abandon.d Phase I farTs, with loss 

of crops and jobs. 

on partially functioninglivestockc. 	 Destruction of crops arnd 
farms, due to guerilla action. 
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d. 	 Ins of cropf ,1 1je (!! tu~cx')
area 	 il hot pursuit 0! c zerri]Os.I i a n'C nitsroethc'ci' 

e. 	 Relat.ive]y high costs of ar-nini!nration for the n:intenance of"civil defenise" units on farjn coofpratives. 

f. 	 Rjeduced technical asELitnce, transpor iition publicand services from 
goverrment units. 

g. 	 Lack of confidence that injustice can 	be reedied by non-violent 
means under the existing society and governurnt. 

C. 	TE LOSSES FMF9C TE 1982 "TUTMORAL. "
 

On the 17th of Septcunx~r 
 1982 a large low pressure zone approached the
 

countr, and in tw'e]\. 
 hours C.8 inches of rain fell. This caused severe
 

flooding in the western piovinces bringing loss of life -- 500 
 persons, aid
 

destruction to houses -- 2500 totally ruined, 
 and tremendous damage to
 
agricultural crops. It was estimaTted that 
10,500 hectares were affected,
 

particularly in beans,
rice, corn, and seed corn. 

The Ministry of the Interior estimated that crop losses passed 

0600,000,000 without including cattle losses (one cooperative we visited, El 

Chino, lost over 400 head). Exhibit 6-13 gives a brea~down of the estimated
 

losses by crop. 
 Nine Pha..e I cooperatives with a total area of 5,722 hectares 

suffered near totil destruction of their cropF; and animals. (F:hlihit 6-14) 
hen the annual agricultural proxuction statistics are calculated for the 

1982-1983 crop 	year, scr special notes will be needed for Ahuachapan 

province, where the storm d0amage was concentrated. On the other hand, much of 

El Salvador had Lbeen suffering a drought. The rains that accompanied 

the storm were more gentle elsewhere, and may have increased yields elsewhere 

by enough to offset losses in Ahuachap6n. In the absence of an insurance 

system, that doesn't help the coops in Ahuachapan. 
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Exhibit 6- 13 

Agricultural Losses Because of Drought and the "Temporal" 
in Basic Grains and Export Crops, in Qulntales (100 lbs.) 

Production Loss by Loss by Total % of Expected 

Crop Normal Conditions Drought Storm Loss Loss Production 

Corn 10,500,000 1,500,000 200,000 1,700,000 16.2 8,800,000 

Beans 800,000 800,000 20,000 100,000 12.5 700,000 

Rice 1,000,000 300,000 12,000 312,000 31.2 688,000 

Sorghum 2,700,000 300,000 20,000 320,000 11.8 2,380,000 

Coffee 3,500,000 - 180,000 180,000 5.1 3,320,000 

Cotton (unglnned) 2,275,000 182,000 159,250 341,250 15 1,933,750 

Sugar Cane 2 ,730,000(short tons) - 40,000(short tons) 40,000 1.5 2,690,000(short tons) 

Source: OSPA-MAG. 

-n 



Properties in the ReforiTrd Sector Which Suffered fran the 
"Tanpora)," Storm in September 1982 

Nam-e of Propertv Location Hectares 

Matala Ahuachap~n 547.1 

El Pei6n Ahuachap~n 523.8 

El Cortijo Ahuachapan 1,200.8 

Cara Sucia Ahuachap[n 1,054.6 

Santa Rita Ahuachapin 894.6 

El Chino Ahuachap~n 699.4 

California Ahuachapin 104.3 

Guayapa Ahuachap'n 420.0 

El Castano Ahuachapn 268.0 

TOTAL 5,712.6 
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D. APPRAISAL, RESERVE LANDS, AND CCMPENSATIOI PAYMENTS
 

The appraisal of expropriated properties seems simple enough in the law, 

and in soae cases it was also simple in practice. The value was supposed to 

be determined as the simple average of the values the owner himself had 

declared for tax purposes in 1976 and in 1977. (A cadastral survey had been 

carried out in 1976.) Many owners admitted in 1976 that the values they 

declared were actually far below true values, to the point that it was hurting 

their credit rating at the banks. However, if they admitted to higher values, 

they thought they might have to pay a stiff capital gains tax on the 

increases. 

The government heeded their oamplaint, and in 1977 granted a "one time" 

opportunity to declare greater values for capital of all kinds, without havinq 

to pay a capital gains tax nor explain where you got the money. As a result, 

many taxpayers filed a second return in 1977, with much higher values. Sane 

Salvadorans have told us the second returns were also much higher because sare 

taxpayers sensed the possibility of an agrarian reform, and knew that 

compensation in land reforms is often paid on the basis of tax declarations.* 

(1) Appraisals and Tax Declarations 

The tax declarations required separate figures for land, cattle, and 

machinery and agricultural equipment. Thus the determination of the amount of 

canpensation should have been a simple matter of getting the figures from the 

* See Strasma, John D., "Financing of Land Reform Progranes: Compensation 

Payments," Chapter 2 in Progress in Tand Reform (4th Report of the
 
Secretary General), United Nations, 1966, pp. 98-117.
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former landowner's tax returns and calculating the average for the two
 

returns. As usual in agrarian reforms, it has not been that simple in
 

practice. For example, ciner may have
an included 3 separate farms in his 

return, two may have been expropriated, and a third may have been left to the 

owner as his reserve. Yet in his 1976 and 1977 returns, he probably declared 

one figure for all his land, another for all his cattle, and a third for all 

his machinery. Even if he declared then separately by farms, he may have
 

moved cattle or machines between 1977 and 1980.
 

Another difficulty lay in determining the values declared by the former 

ownei s. ISTA requested certified copies of the tax returns from the
 

appropriate office 
 in the Finance Ministry. However, ISTA staff stated that 

in at least five cases, a person or persons unknown replaced the xerox copy of 

the actual tax return with other xerox copies with much higher figures. Only 

the first and last pages of the tax returns were certified by the tax office 

to be true copies of the true tax returns, and the declared values for land,
 

cattle, etc. appeared in the middle pages of the tax form, the
so fraud almost 

succeeded. The culprit or culprits were never found, but foundISTA it
 

necessary to recheck tax
the returns one by one with the tax office. This
 

contributed to the delay in 
 settling carpensation in various cases. 

In almost ever, case of delay, however, the owner has sought increased 

compensation, arguing that he made investments in cattle, machinery, or
 

improvements to the 
land after the 1977 tax declaration, but before the 

expropriation. ISTA has generally agreed to higher values, if the awner 

submits receipts and other proof of the investment. A serious problem, 

however, is that soe of the livestock, machinery or improvements included in 

the 1977 tax declaration may well have been sold, died, or otherwise lost 

value before the expropriation in 1980. does seem to have as aISTA not clear 
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from the tax values, although we were
legal basis for 	deducting such losses 

no case has ISTA paid for cattle that are not there to be
assured that in 


inventoried at or after expropriation.
 

One problem caused by the delay in ccpleting the valuation and 

that the property acquired by ISTA upon expropriation may notcopensation is 

be the same as the property turned over to the campesinos. Some land may be 

for National Forest Reserves; it is not clear who will pay ISTA for
separated 

shouldn't have to. When improvremnts are made by
it, but the cooperative 

added to the price theISTA, or machinery or cattle added, they are 

if the cattle are stolen or a building burns
cooperative must pay. However, 

between expropriation and adjudication to
dcwn or is washed away by a storm 

ISTA has tried to collect for the property as it was whenthe cooperative, 


intervened -- and the cooperatives have sometimes obiected. Again, the
 

problem reflects a lack of insurance as well as the rural violence. However,
 

serious and less frequent if ISTA had 	been
this problem would have been less 

able to nve faster to fix valuation and transfer title to the 
cooperatives.
 

(2) Reserves. Owners are allowed, under the law, to reserve from 100 to
 

on soil quality) for continued farming operations.
150 hectares (depending 


The law requires ISTA to divide the ]and equitably between former 
owner and
 

legal staff deal mostly with the formerthe campesinos. However, the ISTA 

field staff deal with the beneficiaries. owner or his lawyer, while the ISTA 

the canpesinos'Without more extensive field work, we 	 do not kncM whether 

Again, further research could attempt to
interests were always well defended. 

frequency and outcome of disputes over the assignment of
estimate the nature, 

reserve lands. 

shows the actual status of cm.er reserve claims, byExhibit 6-15 

owners had requested reserves;Department, as 	of November 30, 1982. Only 183 
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of these, 123 had been approved. Of those, 83 had been mcarked off in the 

field and turned over to the owner or his representative, 29 were pending 

delivery, 9 are still being processed, and the status of 2 claims is unclear 

in ISTA files. Another 49 of the 183 original claimants renounced their 

claims. At least 21 of these were in Departments where guerrillas have been
 

the most active; we talked to one such owner, who simply decided that "for 

reasons of health" he did not want a farm there after all. 

The 123 reserves approved involved 13,337 hectares, or an average of 

108.4 hectares. Inspection of Exhibit 6-15 shows that this ratio was fairly
 

consL'nt in each part of the country, except that in San Salvador and in L 

Paz, the average reserve was less than 100 hectares.
 

(3) Coupensation Payments Exhibit 6-16 shows the November 30, 1982
 

status of compensation for land expropriated in Phase I. Approximately 29% of
 

the total compensation has been paid out. Another 24% has been settled 

between the former owner and ISTA, but can't be paid until ISTA obtains money 

for the cash portion (ISTA apparently has enough bonds on hand). And 

approximately 47% is not yet settled -- usually, in the cases we examined, 

because the owner is holding out for more coapensation than ISTA has offered. 

In actual cases examined, we found some owners who had agreed to take 

payment entirely in bonds -- thus getting their compensation without waiting 

for ISTA to come up with a cash portion. (The bonds are negotiable, and have 

some market value; see chapter 10, below.) 

We found cases in which ISTA was apparently responsible for the delay in 

setting a value -- and other cases in which the owners had failed to prove 

their own title or to provide needed documents. One owner told the Study Team 

indignantly that he still hadn't been canrensated -- but admitted later that 
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Phase I Reform 

Delivered 

21 


8 

9 

4 


22 


16 

2 

3 

1 


27 


1 

19 


7 


23 


7 

-

10 


6 


83 


Sector, as 

Delivery 
Pending_ 

9 


3 

3 

3 


11 


10 

1 

1 

-

4 


-

4 

-

5 


2 

-
-1 
3 


29 


of November 30, 

Renounced 

12 


5 

4 

3 


17 


13 

3 

-
1 


4 


-

2 

2 


16 


5 

4 


6 


49 


1982 

Being 
Processed 

3 


-
3 

-


5 


1 

5 

-


1 


-
1 

-

-

-

-
-

9 


Area (Ha.) 
-Approved 

3,396.06 

1,195.15
 
1,296.41
 

904.50 

3L762-97 

2,838.72
 
279.25
 
536.00
 
109.00
 

3,016.34 

150.00
 
2,052.44
 

813.90
 

3,162.12 

929.90
 
1,096.82
 

1,135.40
 

13,337.49
 

Region 1 


Ahuachapan 

Sonsonate 

Santa Ana 


Region II 


La Libertad 

San Salvador 

Chalatenango 
Cuscatlan 


Region II 


Cabanas 

La Paz 

San Vicente 


Region IV 


Uaulutan 

San Miguel 
Horazin 

La Union 


TOTALS 


Reserve Right 

Solicited 

46 


16 

20 

10 


57 


40 

11 


4 

2 


36 


1 

26 


9 


44 


14 

14 

1 


15 


183 


Claims, 

Approved 

30 


11 

12 


7 


34 


26 

3 

4 

1 


31 


1 

23 


7 


28 


9 

10 


-

9 


123 


Source: PERA, December 1982.
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Exhibit 6-16
 
Compensation to Former Owners of Properties in Phase I*
 

(U.S. Dollar equivalent at US$1.00 = V2.50) 

Approved and 
paid 

October 1981 

Approved and 
paid 

November 1982** 

Approved, payment 
pending, 

November 1982 

Not decided 
yet, 

November 1982*** 
Number of 

Properties 64 119 	 107 
 175
 

Cash $ 3,244,498 $ 6,152,487* $ 3,793,809 $ 7,103,391
 

Bonds 
Series A
 
Preferred 3,490,348 6,602,160 4,353,240 8,653,160
 

Series A 24,951,800 59,228,200 50,043,600 99,518,400
 

Series B 2,905,160 2,372,080 1,208,760 2,904,840
 

Series C 2,970,760 3,694,480 4,787,520 7,257,680
 

Grand Total S37,562,567 $78 049,407 $64,186,929 $125,437,471
 

Percentage 	 29% 24% 
 47%
 

Notes:* ISTA data received in Colones and converted to U.S. Dollars at the 

official rate of US$1.00 = 2.5 Colones.
 

** 	 Accumulated amounts, including properties paid in 1981. 

* 	Estimate by Oficina de P]anificaci6n, since no official appraisal
 
has been approved yet by the ISTA Board of Directors. Estimated by
 
multiplying hectares by average compensation per hectare for
 
properties whose appraisals have been approved so far.
 

he bad refused to meet with anyone from ISTA, or to supply any documents, from 

the day of expropriation (1980) until after someone from his political party 

was named President of ISTA in 1982. He made it clear that he felt insulted 

by the fact of the expropriation and by the sudden way it was carried out. 

However, the fact that he hadn't yet been compensated was at least partly the 

result of his own refusal to meet or talk with ISTA from the day of 

expropriation until mid-1982. 
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E. 	 CREDIT. ID REPAYMFI CAPACITY OF PHASE I FARMS 

the Study Team noted that the initial (1980)In the 1981 Checchi Report, 

production credits, other outstanding short-term loans, and land payments due, 

That report urged serious considerationendanger the agrarian reform process. 


to forgiving the original (early 1980) production credits channeled through
 

ISTA. Other production credits should be watched closely, rolling them over 

where unavoidable, but trying for eventual collection. That Study Team also 

urged ISTA to accelerate its evaluation Irocess so the cooperatives can be 

of their land debt (Deuda agraria). Cash flowinformed quickly of the amount 

analysis should be made to determine whether the cooperatives can actually 

retire this debt in 20 to 30 years, whether sarom' need a longer term, or 

whether a longer grace period should be granted. 

Since that report a year ago, little .ias been done to resolve the issue, 

either for the short term production loans or the long term agrarian debts. 

Some loans are being repaid, but a numr _Lr of the cooperatives are sinking 

deeper into debt. Some attention has gone to studying the problem, especially 

with regard to production credit. In particular, studies made in 1982 by 

DIERA, PEiA and the BFA now provide an overview of the magnitude of the 

potential problem. The ccxri-rcial banks have also got a clearer picture of 

the coops that borrow from them; most of these are in fairly good shape. 

in 1980, an average of 256Production Credit. Since the reform began 

of all the agriculturalPhase I cooperatives have received about one-third 

credit extended by banks and similar institutions in El Salvador. These 

short-tirm production credits caene to V143 million in 1980 and V176 million in 

1981. Most of the funds went to the production of coffee and cotton, with 

smaller amounts for sugar cane and basic grains (corn, beans, rice and 
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sorghum). The largest single lender was the BFA, serving sane 80 coops with 

about 3]% of the total credit granted to Phase I cooperatives by all lenders. 

The ten comnercial banks together handled another 85 cooperatives, with 33% of 

the total loan amount, while the Banco Hipotecario, INCAFE and FEI)CAJAS 

accounted for the rest. 

Of all the production credit extended to Phase I farms in 1980 and 1981, 

approximately 76% was repaid. (See Appendix C for tables.) This is far 

better than most rural credit programs in the Third World, and BFA and 

cnarcial bank officers said it is better than the repayment record of the 

non-reform borrcwers in El Salvador. 

At the close of the first year of the reform, 121 cooperatives repaid 

their bank loans and 140 were delinquent. However, those unable to pay had 

smaller loans on average, so only 23.7% of the money was not paid on time. Of 

the delinquent borrowers, 121 were refinanced and 19 were not; the latter were 

probably cases in which the cooperative itself had been abandoned because of 

the rural violence. The pattern at the end of the second year was similar: 

151 borrower cooperatives (out of 258) failed to pay 041 million, 23% of the 

amount loaned. Of the delinquents, 30 were not refinanced. 

The coxrrercial banks have been quickest to refuse to lend further to 

cooperatives that fail to pay on time, while the BFA was more tolerant and in 

some cases even made loans to help revive cooperatives that had been turned 

down by the ccrrercial banks but were still trying to pull themselves 

together. This is exactly what the BFA is supposed to be doing, by its 

mandate. INCAFE, in contrast, had no delinquent accounts in 1980 and only 

five, for less than 1%of the amount it had loaned to Phase I cooperatives, in 

1981. This may indicate that it is being overly conservative in its lending 
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relatively profitable crop inwaspolicy, or it may merely Man that coffee a 

those years. 

Looking ahead, an AID consultant has estinkited that the BFA will need as 

in 1983/84. However, amuch as 0126 million for loans to the reform sector 

large part of this increase represents the expucted increased demand fram 

the BFA would bePhase III beneficiaries. The consultant estimated that 

sector. A newlending for production on sow 78,600 hectares in the reform 

AiD loan is currently being negotiated, to make sure that the BFA is able to 

respond to reform sector credit needs.
 

In 1982, the BFA made production loans to 87 Phase I cooperatives, for a 

total of 041 million. As of November, 1982, the Bank expected the total 

production of the 87 coops, together with 7 others assigned to the Bank but
 

to reach only sane Q40.7 million.not receiving any short-term credit in 1982, 

their loans. In addition, among theClearly, sate will not be able to repay 

94 coops officially associated with the BFA, there are debts carried over 
fran
 

to the BFA bu. a small part1980 and 1981 for some 027.6 million, mostly owed 

owed to the state export marketing organizations, INCAFE, COPAL and INAZUCAR. 

of eitherThese difficulties are not necessarily signs of poor mainagement 

that will probably core up shortthe cooperatives or the BFA. Most of the 51 

this year (out of 87 borrowers) are located in the conflict-torn eastern area, 

for crops planted on landand there is no insurance schene to repay credit 

torn up by guerilla or military operations, or stricken by drought or flood. 

charged with helping those cooperatives that mostIn fact, since the BFA is 

need help, the Study Team was surprised that they expect 36 of their reform 

sector Phase I cooperatives to make a surplus, and to have money left over 

At least 17 are likely toafter paying off their production credit this year. 
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be able to pay off earlier ref inancings as well, and to get fully up-to-date 

with the bank. 

None of the preceding discussion refers to the initial loans made through 

ISTA in the first, relatively confused, days of the agrarian reform. Those 

loans, usually lumped together as the "Cartera ISTA," are generally still 

unpaid and in many cases the cooperatives dispute whether they even owe them. 

We address this problem separately, below and in Chapter 12. 

The land debt. As indicated in Exhibit 6-16 the Phase I cooperatives 

will be burdened with repaying ISTA the equivalent of nearly U.S. $300 million 

in compensation to former landlords. The debt for each coop is equal to the 

amount paid by ISTA for the land, improvements, livestock, machinery and 

equipment left by the former owner plus anything invested, by ISTA after 

expropriation. (For example, a new tractor, shed or the like.) The debt 

bears interest charges of 9.5 percent per year. Repayment is spread out for 

20 to 30 years depending on the type of bonds issued to the ex-ovner. For 

example, if the ex-owner were compensated in Series A bonds (the best) , the 

amortization period would be 20 years. Most owners have been compensated in 

Series A Bonds. (See Exhibit 6-16 above.) 

In 1982, DIECPA and ISTA have been working together to determine, case by 

case, the best feasible crop mix and the net income each farm adjudicated 

could yield. Repayment term, including grace periods, are set accordingly. 

The first payment on this "agrarian debt" may be postponed up to a 3-year 

grace period, but if they do, the initial interest paynents alone, compounded 

during the 3-year grace period can add more than 25 percent to the original 

cost of the property. The amount of this land debt is stated in the legal 
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title issued to the cooperative, just like a conventional mortgage. The 

Coop's Board of Directors and the ISTA Technicians assigned to the cooperative 

know the amount, and are expected to tell the memtbership. 

we found that in many cases the amount of the
However, in our field work 

debt has not yet been set, or if it has, the amount seems so huge to most 

ever be able to pay it off. Also, ourthey willmnmbers that few believe 

not up a which the land price
randcm sample of cooperatives did turn case in 

is currently being determined by ISTA. Therefore, we do not know how the 

elected officers of the cooperatives feel about the fairness with which that 

have been taken into
price is set, or even whether they feel their views 

along with whatever the attorneys for the former owner have to say or 
account 

are 	we so naive as to believe that we could easily find 
out how
 

argue. (Nor 


since they would naturally want the price to be 
the coop leaders really felt, 

wants the highest possible price.)ex-owneras low as possible, lust as the 

to the agrarian debt, nearly all
The "Cartera ISTA/BFA." In addition 

from a special ISTA/BFA production credit 
Phase I cooperatives received loans 

The 	reason for its creation
 fund established at the onset of the 1980 reform. 


start of the planting season, 
was that the farms were expropriated just at the 


they had working capital promptly, without

and the GOES wanted to be sure 


in setting up bank credit for the brand-new cooperatives.

possible delays 


Called the "Cartera ISTA-BFA," the terms of the loans were:
 

1. 	 for basic grains, repayment of principal at the harvest plus 8 

percent interest per annum. 

crops, repayment of principal on liquidation of the crop2. 	for export 
interest per annum.by the intermediary plus 13 	perccmt 

in michinery, equipTnnt, repairs, etc.,
3. 	for medium-term investments 

annum.repaymcnt as sched]uled plus 	13 percent interest- per 

costs of inputs like fertilizer,
The production credits usual]y covered 

for the crops produced, which were based 
seed, pesticides and estimnted wages 
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on MAG estimates of the man-hours of work needed per hectare, for each crop. 

The initial amount of the "Cartera ISPA-BF'A" was t63,054,603.86 in February, 

1980. Some 10.6 percent was extended for the production of basic grains, 51.3 

percent for export crops and 38.1 percent for farm investments. By 

mid-February 1981 the "Cartera ISTA-RPA" debt had risen to 074,658,644.61, 

just with the coapounding of interest. As of early November 1982, none of
 

this loan had been repaid Lo 19A, and the interest clkcrges to the
 

cooperatives continued to accumulate. Some payments were made in December 

1982, from the "restricted accounts" (See below).
 

Thie puzzling fact about these debts is that shortly after the beginning
 

of crop year 1980/81, many Phase I cooperatives also received production
 

credit fran nx.tional banks and financial institutions. Thus there have been
 

accusations of inefficiency or corruption and allegations that many coops
 

never actually received the money from the "Cartera BFA/ISTA." This is one
 

reason given by some of the cooperatives for refusing to repay these loans,
 

even if they are solvent. In other cases, the original cooperative collapsed 

but has becm replaced by a new organization with different leaders but the 

same name -- and the new leadership refuses to repay debts assuped by the 

earlier group.
 

Part of the confusion perhaps arises because there is no simple thod.­

for agrarian reform cooperatives to declare bankruptcy if they suffer a
 

disaster, as other private sector business firms do. 
Neither ISTA .:zr the
 

banks will allow it. rhe reason is quite legalistic. ISTA has guaranteed 

repayment of 50% of the production credit in almost ever case, and 100% for a
 

few that the banks sin-ply won't finance on any other basis. So when a
 

coiprative cannot repay, no matter hc ,'good its excuse, the banks prefer to
 

refinance the debt to another year rather than write it off. 
Since it has a
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government guarantee, bank examiners regard it as "sound," in spite of the 

fact that ISTA has little if any budget available to make good on the 

guarantees.
 

In sum, since the start of the agrarian reform process of March 6,1980, 

the Phase I cooperatives have received credit, but many are now burdened with 

large accumulating debts. It is not unusual for a cooperative to carry the 

following: 

1. 	 the "agrarian debt" for land, equipient and machinery. 

2. 	 the "Cartera ISTA-BFA" debt for early 1980 production and cooperative 
organization.
 

3. 	 short term production credit, including refinanced production credit 
unpaid from earlier years. 

4. 	 other credit from uatside the financial system such as savings 
deposits by cooperative rembers or purchases financed directly by 
suppliers and agri-business firms. (Unfortunately, we were unable to 
locate a reliable estimate on the extent of this type of credit.) 

F. DET COLLECTION: THE RESTRICTFD ACCOUNTS 

Even though most of the new cooperatives have a string of growing debts, 

the agrarian reform process has a built-in collection mechanism working for 

the lenders. In theory, this is laudable. It should increase both actual 

repayments and efficiency in credit operations, lowering the borrowing cost to 

the cooperatives. Basically, the mirketing agenc-y retains payments due when 

it buys crops from the cooperative, Fnd pays this money to the coop's 

creditors -- a sort of autcmntic lien. In practice, what it does is remit all 

the 	proceeds to the bank, which helps itself and credits the balance to the 

cooperative..
 

Most export commercial crops must be sold to government monopolies: cane 

sugar to TNAZUCAR, cotton to COPAL, and coffee to INCAFE. Basic grains are 

usually so)d to IRA (National Food Supply Institute). These entities take in 
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the farm produce, record the weight, ueasures, and quality, and issue a 

Voucher to the vendor. The actual money is later credited to the cooperative, 

through a "restricted account" at the bank which ]ends to that cooperative. 

The bank in turn, has a record of the cooperative's "agrarian debt," 

"Cartera-ISTA/BFA" debt, and the bank's own loans. INAZUCAR, COPAL, INCAFE 

and IRA sell the crops, but not always inediately. Even after the sale, they 

do not always pay the producers promptly. Especially for coffee, the 

cooperatives must continue paying interest on their production loans long 

after delivering their. harvest. Where million dollar loans are involvedi at 13 

percen- interest, the interest payment can be several hundred dollars a day.* 

While the Study Team was in El Salvador, INCAFE announced payment to the 

cooperatives, via the restricted accounts, the amount "earned" by the. 

cooperatives that sold coffee to INCAFE fron the 1980/81 harvest. Cne year of 

* Som cash is paid when the product is delivered. For example, I24AZUCAR 
entities currently pay 050/ton of sugar cane; about 020 is aiven in cash to 
cover the cooperative's direct costs of harvesting and transporting the cane. 
Later, the other V30 is credited to the cooperative's restricted bank account. 
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loans was charged to the cooperatives, plusadditional interest on production 

in scre cases "delinquent" interest of 2 lprcent wore, because of the INCAFE 

delay. In effect, the coops -- and all other coffee growers -- financed 

INCAFE's inventory, and imperiled theiz own credit rating in the process. 

Once the money is in the "restricted account," cooperative debts are 

settled by the bank according to law. Decree 124, Article 70 (Jan. 19, 1982) 

states that the Phase I Agrarian Reform Cooperatives will use their earnings 

in 	 the following order: 

a) payment on credit for production and operating expenses 
or investments. 

b) payment on the agrarian (land) debt and other obligations with ISTA 
such as the "Cartera-ISTA/BFA." 

c) to develop prograns of social benefit to the comnunity, and 
d) to develop other types of productive projects.
 

When there is a surplus after all the above, the cooperative must distribute 
it as follmis: 

a) 10 percent, as a minimum, to constitute a legal reserve 
b) 20 percent, as a minimum, to constitute a capita] fund
 
c) 10 percent, as a minimum, for a social security fund
 
d) 5 percent, for an education fund
 
e) 5 percent, for a solidarity fund
 

The balance will be distributed to members in equal amounts "except to 

individuals with poor or disorderly conduct or negligence in work." 

On November 26, 1982, ISTA's Ccxisi6n Liqcuidadora sent letters to each of 

the Bancos Comerciales Nacionalizados showing the credits earned on the
 

Restricted Accounts of the cooperatives which sold coffee to INCAFE in 

1980/81. The banks were instructed that the cooperatives could use their 

excess earnings (if any) only with the authorization of the ISTA Ccx.rnission.* 

Exhibit 6-17 gives a run-c-own of the number of coffee-producing 

items of their debt and the extent to which samecooperatives paying different 

* 	 T%:e "Ccrusidn Liquidadora" is the Subgerente de Cr6dito y.Valores of the 

BCR and the Jefe, Departamento de Comercializaci6n of ISTA. 
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Exhlbit 6-17
 

Payments 	to Restricted Accounts by INAII" for Coffee Delivered
 
By Phase I Cooperatives from 1980/81 Hlarvest
 

Number of
 
Coope ratives Amount
 

Net available after INCAFE and banks
 
deducted loans made for coffee
 
productioz 
 67 	 t12,580,125
 

Payments 	on "Cartera ISTA/BFA" initial
 
loans from 1980 26 4,868,252 

Payments to ISTA or 'beuda Agraria" 
(for land purchase) 48 7,411,208 

Funds left over, to coops that have 
paid off all other debts plus current 
installments on land mortgage debt 3 300,665 

Source: Comisit'nLiquidadora BCTISTA, Memorandum of November 26, 1982.
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Exhibit 6-17 PAYMENTS TO RESTRICTED ACCOU.7S BY "INCAFE FOR COFFEE 
DELIVERED BY PHASE I COOPERATIVES FRa-. 1980/81 HARVEST */
 

BALANC DUE AFTER PAYMENT Total No. CREDIT CF CO-OP EARNINGS TO: 

6n Coffee I/ On Other 1/ of Net 

Bank Credit Credit Bk. Coops. Agr. Debt Cartera ISTA/BFA Surplus (savings) 

1. A-ricola Comer- 3 -G- 3 2 
cia i 

. ;c'nt 1,546,629.40 -9- - 586,337,96 677,692.47 162,650.83 
:1 

2. Capita lizador -9- 1 .0 8 7 1 

Amount g -9- 22,687.17 1 1,534,627.45 1,362,820.00 2,381.12 

3. ee Cc.ercio 1 -3- 3 i2 -

11cunt1,301.31 - - 136,525.13 . _ -1­

4. Cr6ito Popular 1 1 4 j. 2 2 

.­ cu:t g 618.98 12,118.67 _ 495,082.99 397,471.67 -9­

5. Zuscatlfn 8 6 16 13 5 1 
:rount 1,380,043.62 134,11C.64 - 1,785.186.61 1,386,744.24 135,633.64 

6. Des.E.Inv. 1 2 2 1 1 -9-
Am cunt r7 177,403.11 87,147.51 - 97,637.00 312,519.03 -8­

7. Hiotecario 6 -9- 13 12 5 -9­
A.Iunt 9 1,427,930.02 -9- 1,454,695.50 303,203.39 -9­

e. .ercantil 3 2 5 -9- -8- -9­

',.cunt g 134,030.41 15,1-1.48 - -9- -9- -9-

T. Salvdoreo 

mount 5 
2 

680,545.23 

1
I 135,144.14 

7 

-

6 

1,265,161.65 

4 

427,801.52 

-9­

-9­

10. Fe ccrddito 1 I 1 1 
..C. -'o' 108,885.57 3G,1-;5.90 - 55, 3.5-955,953.65 -@- ___­ -__ 

c 0 :21 Co-os 
_____________ 

265,567,477.65 14442,505.51 67 48 26:7,411,207.94 4,868,252.32 
___________________________________.. . .... ... ._________________________________ 

3300,664.59
__'____________.... 
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'or exanple the Comisi6n Liquidadora
cooperatives are copletely solvent. 

the initial
reported that 26 of the 67 cooperatives repaid (t4,868,252 on 

1980, while 48 made payments of ,7,411,208 on their land debt
loans from 

able to repay their production credits. 
to ISTA. H1cever, some were not even 

to be refinanced to be paid
These still owed 05,567,478, which would have 

to finance new plantations,
from a future crop. Sc;r of this may have been 

which do not begin to bear for several years. 

One cooperative wound up withi a surplus of 0162,650.83. 
Altogether, 

they not only repaid their production
three had money left over. (That is, 

loans but also paid off anything else they owed the banks and ISTA, and 

still had money left over.) 

neither the coops with good earnings nor those that did not do
Worse, 

during 18 months following delivery of 
as well, knew where they stood 

This kind of delay leads members to suspect corruption by
their harvest. 

their own leaders or by the lending institution or the marketing agency. 

are really still just working for
It makes the members feel that they 

on which they labor.
else, rather than truly cwners of t]he land sceone 

The 1981/82 earnings may be lower still because of a 
reduced world
 

even though aINCAFE is still holding much of that crop,coffee price; 


is in. Yet the coffee growers, who are in effect
 
new harvest now caning 

not really consultedto hold inventories, arefinancing INCAFE's decision 

We strongly recamTend study of an alternative method of finan­
by INCAFE. 

of the coffce, all production de)t would automat­
cing INCAU'J. On delivery 


be assumed by INCAFE, leaving the producers with a clean credit

ically 


be unchanged. It would be the very same money

record. Total debt would 

to 
now loaned by the banks to the cooperatives, who in effect lend it 


months for their money.

INCAFE by delivering coffee and then waiting 18 

directly by the banks to INCAFE, the
However, if the loans were made 
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INCAFE managen-nt might be more aware of the cost of waiting, and cooperative 

members would have a lot more confidence in their organization and leaders. 

Sorme of the money held in the Restricted Accounts was applied 4 owards the 

"agrarian debt" (07.4 million). Most Phase I cooperatives that already 

received title to their land have a two or three year grace period, relieving 

them of any payments on the "agrarian debt" before January 1983. We were not 

able to ascertain whether these particular coops were pleased to be making 

land paym.nts earlier than usually required, but they will save interest at 

9.5 percent on the amounts paid. Tn any case, ISTA needs the money badly now, 

to complete payment of compensation to former owners, and to pay interest 

on the bonds already outstanding. 

G. The Ability of Phase I Cooperatives to Pay the Land Debt 

As compared with rural credit programs in other Latin American countries, 

the land reform cooperatives in El Salvador have a relatively good repayment 

record. It remains to be seen, hc'ever, whether they can generate so much 

income that they can repay production credit, finance needed productive 

investment, distribute scne benefits to their members, and still pay interest 

and amortize the principal of the debt incurred when their land was 

expropriated from the previous owner. The Program for the Integral 

Development of Agrarian Reform Carpesino Enterprises (DIECRA), part of the 

MAG, made an intensive study of 12 cooperatives between Septcmber and November 

of 1982, to try to determine their prospects. 

DIXCRA team members (including a soil scientist, agronomist and 

economist) spent up to one week gathering data on each cooperative. Their work 

began by measuring the farm size, the area sown to crops, the size, age, and 

production of livestock, the yield of crops etc. They also assessed the value 

of additional land, cattle, machinery, oquipment and other investments added 
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to the fam. .rcxin these e.;tirntcs they dc.teilninld the productive ca.xcity Of 

resources baseda nore efficiecnt allocation of
the ],and and al:;o tried to plan 

on their knowledge of suitab]e alternative crops and aninul products, 

costs and returns. DIF)CRA's work is cciprehensive, even 
including expected 

and living conditions on the 
including information on health, education 

haciendas.
 

the long-term repayment capacity of 
DIECRA has made an attempt to assess 

are taken 
these 12 farms, especially when all short-term and long-term debts 

DIECRA estimates that two farms' productive capacity 
is
 

into consideration. 


left over even after this 
such that by 1983/84 they could have cash 

land debt is paid. These cocperatives are Ccmpapa (La
theinstallment on 

and El Chaparral (San Salvador).
Paz), 


On the other hand, even though the net inccrre of three cooperatives was
 

positive in 1981/82, when the "ac-arian debt" payments begin in 1983/84 their 

These coops are Santa Elvira (Usulutcn),
cash flow will qo into the red. 


The reason for their
 
Nueva York (Ahuachapan) and El Izote (La Libertad). 


appraised

to be that the per hectare value of land has been

deficit appears 

high, relative to actual earning capacity of the land. Thus, when the
 

a
"agrarian debt" payment is added to the expenses of these farms, they run 

deficit.
 

plan for the agrarian debt dexe-nds on the ccxrpensation
The amortization 

Sowe owners were to be pakid in 20 
plan deterid-ned for the ex-owrner. year 

in 30 years at 5 percent interest. The 
bonds at 6 percent interest and others 

payment plan includes the saney, payment period, but at 9.5 
cooperative's 

percent interest.
 

on
of the long-term repayment capacity of farms hinges the 

Overall, much 

near future, many of the"agrarian debt." Without this debt lo ming in th, 
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cooperatives would appear to be rolvent .in a few years. With the "agrarian 

debt," solvency appears relatively far off. 

Takina all of these factors into considerati.on, DIECRA has made a general 

deterdnation that 8 of the 12 cooperatives (see Appendix Exhibit 6-28) will 

be solvent in a few years if given ex'tendedc grace periods on the "agrarian 

debt". qo of the 12 are uncert-ain, and two may never nkke it. 

DIFCPA and the Study Team were especially interested .in whether there are 

any particular characteristics that determine whether a cooperative is likely 

to be able to pay the "agrarian debt." Arfpix(ndix Exhibit 6-30 ccipares and 

contr!,stE those c(o)perative; which are likely to be able to pay, with others 

that are not. It should be noted that all of these cooperatives-: are operating 

in areas of El Salvador which are relatively free of rural violence. Although 

the data is sparse, it reveaIs no consistent difference between cooperatives 

with abi li.ty to pay and those deend unable to pay the agrarian debt. That 

is, there is no apparent difference in hectares per cooperative meher, 

assessed value of land per hectare, absolute size of agrarian debt, literacl, 

or residence. Othor factors wony yet determine which cooperatives succeed: 

among them, we would lo)k espcjal.ly at crops qromn, livestock yieids, soil 

quality, and coxoirative leadership or Irulageiment. Our best guess is that 

managemynt is at least as critical as are the productive resources available 

to tle cooperative. 

Phase I Peneficia y. Attitudes and Characteristics 

The first Phase of the aqrarian reform radically transformed the status 

of some 30,000 forrmer hacienda workers into members of production cooperatives 

with considerable assets, sizeable del)ts, and a hopeful future. Whi.e 
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conditions on the haciendas prior to the refonrm varJd con;iderab]y depending 

on the wZa]th and lxtievo]ence of the owner, few could say that they wore 

ideal. 

In 1981, a team fran Ohio State University utilized a sub-sanple frxn the 

1978 National Survey of Rural Poor to construct a profile of potential 

beneficiaries under the Phase I and Phase III (Decree "207") Aqrarian Reform 

laws.* The Phase I sample included 62 properties and 83 persons who would be 

potentially affected. The data thus asser)led was nearly coincident with the 

overall rural data report above: 

EXHIBIT 6-18 

Profile of Potential Peneficiaries of Phase I Agrarian Reform 

median family size: 6.0 

low level of living score: 3.16 on scale of 8.0
 

access to potable water: 29.9%
 

SOURCE: Rural Poor/Potential Reform Beneficiary Study, 1981.
 

As of 1978 (the year the Rural Poor study was conducted), onlv 16 out of 

83 of these potential beneficiaries of the Phase I reform, or 19 percent, 

reported that they had access to iiore than half a hectare of land and another 

* USAID E Salvador. Basic Data Tables for Potential Beneficiaries of the 
Agrarian Reforn, Phase III, Decrcx 207, Linda K. Wright-,'Cuero, Suzaanne 

S-Vaughan, William Flinn, 12/8]; and USAID E] Salvador, Analvsis of Workers 
and Families Potentially affected by the Agrarian Reform, Linda K.
 
Wriqht-Romero, Suzanne -Vaughan, W.il]iam L. FJ inn, 12/81.
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a hecLare, really no more 

than a garden plot. The rawiining 52, or 63 percenit, had no access to land to 

work for themiselves. (See Ap.endix Exhibit 6-3 1 for a breadcmn of 

percetaitges.) 

15 (18%) reported access to scux, thing less than half 

Not surprisingly, only 6 (7.2 percent) of the Phase I group reported 

having access to sme source of credit. With the cooperatives, most of these 

sace people should now have access to sumtiai prcductive resources, 

including both ]and and credit. 

DIMVn sanj1e _SurveY. In Scpteoibnr 1982, a department of OSPA known as 

"Desarrol]o Integral d.e las 1)i,)resas Capquesiras do la Reforma Agraria," or 

DIECRA, carried out a sLl.Ae survey of beneficiaries of the Phase I reform at 

the Hacienda San Isidro in the Dpxrtn-ment of Sonsonate. This study is the 

only in-depth socJolocical -.uork that has been canpleted so far with the 

beneficiaries of the Phase I reform. 

The hacienda was intervened on March 6, 1980 as part of Phase I of the 

agrarian reform, and is ncr4 one ef the cooperatives administered by ISTA. 

This is a large hacienda of 2327 liectare.s of land and 3,796 people. On a 

field trip by on(, of the nrnJ.xrs of this study team, San Isidro was found to 

be nKre successful, vital, and JiiiressJve than nest of the other cooperatives 

visited. It should be kept in mind that the profi le of bemeficiaries, whi e 

valid for that Qoperative, should not hx taen as representative or "typical" 

of the rest of the agrarian reformn cocperatives in the country. 

As part of the background to understanding the setting of the San Isidro 

Cooperative, the DICRA study noted that the overhead costs of the coop 

include the maintenance of a permanent guard force of 20 nen to keep the 

peace. This force had to be paid out of the coop's ca:rnings. The monthily 

cost to the cxooperative was 5,239 colones. rhe a:in crops grown by the coop 

were coffee and sugar, so perhaps one of the justifications for the guard 
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force was to protect the. coffee processing plant which was on the grounds of 

not aned by tin. We were unable to establishthe cooperative property, but 

the opvnr of the plant also heJl xx paly the guards.whether 

The San Isiciro Sample. The Hacienda San Isidro was known to have a total 

poulation of 3,796. The sample for investigation was drawn by applying the 

national1 average El Salvador fanmily size of 5.5 persons and thus arriving at 

on these, 76,an estimate of approxinmately 690 families living the farm. Of 

or 11 percent, were selected at randcmn for inclusion in the study. The 

of September 13-19, 1982 by fiveinti.iicwing was carried out during the week 

DIFDRA staff r i6ers. 

San Isidro study DIEC1TAThe detailed results of thle are in files. It is 

interesting to note that the results are quite consistent with the Chiapter 2 

discussion of conditions in rural El Salvador. The interviemwers found lcw 

levels of education, health and sanitation and, from this study, even an
 

indication that life in the Cooperative was not as satisfactory as the
 

respondents had anticipated. Since the money wage reportd is not much 

grecater than P-2fore the Reform, beneficiaries must be given s;ole other reason 

to maintain enthusia.:m for the now ,system.
 

DIEC!VA DIMGN-CSTIOCS 

DID2PA staff have done a number of fairly detailed financial arid 

socio-econrnic studies of coope.ratives over the xast two years. Exhibits 6"32,6-33 

(see AVendix) suanarize all of the scx:ial data which is available from thrn. 

the data areUnfortunately, the categories are not uniforin anid for nviny cz.(x. 


not available for many of the items. Infoimation :x~uns to have been gathered
 

in a variety of ways, frequently using different units such as fiunilies, 

indivihuals, coop members, etc. Nevertheless, evenl a cursory reading of the 

99
 



table shows the whole litany of rural sic.al problems; illiteracy, poor 

housing, lack of schools, and savitation, etc.. These data. too, echo the 

national rural stat.;tics as well as cur own field observations. 

T1E RANDOM SAMPI' 

In addition to the cooperatives that were visited in order to study 

specific proble2is that corcerned the AID Mission or the team members, we felt 

it essential that a proper randca sample be drawn of all the coopersatives 

involved in the agrarian reform. Accordingly, a series of random nM'bers was 

applied to the lates-;t ISTA list of properties; intevened in Phase I (as of 

Nov. 30, 3982). The following properties were drawn: 

Exhibit 6-19 

Randcm Sample of ISTA Properties 

PPOP.TRfY DEPAItO,T SIZE COOP 
DATE 

.VISITED 
1) 
2) 
3) 

Ires BrLmas 
San Miguel 
San Jorge Km. 5 

Sonsonate 
Sonsonate 
Sonsonate 

778.4 
323.4 
740.0 

meraed w/S. Isidro 
Copapayo 
Kilo 5 

12/03 
12/08 

4)
5) 

Santo Rose 
Mayicacguln 

La Libertad 
San Miguel 

317.0 
3016.0 

ahandoned 
not visited - security 

6) El Scx:orro La UnJ6n 1283.0 not visited - security 

ISTA TRADITIONA. 

7) Metal o Sonsonate 3003.0 no Coop (parceled)
8) Bola de Monte Ahuachap~m 689.5 ISTA admin. 12/02
9) El. Chiquirn La UnJ6n 775.3 not visi.d - security 

•VOLIWTYRY SALF:S TO ISTA 

.00 San Pedro Tazulat Sonsonate 321.4 San Pedro no visit 
11) San Fernando La lihertad 209.8 S. Fernando 12/09 
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Of thiese, the coolx'ra t:iAves in San Iigjlu' ;ind I.i Unlcin were dJi:cardcd 

be)cause permission to visit thon was denied ')y tJ'ie -aii 1!;y security office as 

a result oI. reports of recent querrilla activity in thoi.oe areas. The 

remaining cooperatives were visited by one or more mce-A -rs of the team, 

toaether with an ISTA staff pe-rson, who generally sat in on the group nto-etinq 

with the Junta Directiva, but withdrew discretely when the Checchi team Trmter 

spoke with individual Junta melbers or the inividual cooperative merbers (a-e 

below). 

,

ATTITUDE QUESTIONNAIPJ: 

The Study Team constructed an attitudinal and background data (Exhibit 6-19) 

questionnaire to faci] itate a stz':ndardized in..asure of the present situation on 

the randon sample of nine cooperativus visited by the 'iamn. (Four were 

chosen randomly and 5 chosen because we were interested in their case 

for one reason or another.) In group nrmetings with the coop leadership, 

a questionnaire for the board was filled out. Then, with thie entire board 

looking on, numbears frcon a rand,-, n-urer table were read off fron a 

starting point: chosen by one of the hoard nrabers, and thie Secretary and 

Study Teamn nrinke.r then found iJ(e corrcsxord3inij cckp n;Limnr on tie payroll 

or otier roscor. Ifne boxard tlien ficjur.d out wherC each iri.niber so chosen 

was working that day, and the Study 'Team iir mr went to interview him at 

his work site. Ore or imore rep acomnnts were needed at each cooxpcrative, 

because sono ramber so drawn always turned out to xe off doing his mili­

tary service, or gone to see a doctor, or was otherwise unaivailable for 

intervi.Hwing. 

The highlights of these additional interviews follow: 
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1 I')SPONSE.S 1Y t1j11.: 1BOAFD DlIRFCT[OPS 

(There were 9 mcet:ings with n inhcrs of cooperative boards) 

1) All of the cx-ps were foinird within three months of the Phase I refo.in 
(i.e., in Spring 1980), except Cuajoyo, which the ULk organized in 1977 
as a "tradj.t-ona] " JSJ'A coxop. 

2) 	 The numbxer of nrinlern at founding ranged from 5 to 180. 

3) 	 Turnoc.e,.- r n.qed f=,2..? to 100 ncw mlx'rbr since cnrly 1980. 

4) 	 The current problmm; host cited wore credit (66%) and adninistration. 

5) 	 For the future, the n-ost serious problu-ns wre also credit, and getting 
enough paid we)rk for the airebrs. 

6) 	 Tnje "co-gj;1nion" syst-rn was rated "pcor" in 2/3 of thle cases. 

7) Sugcgestions for inhroving "co-ge;tJ.on" included
 
Have full time- "co-gestor"

"Co-gestor" to share decision making with board
 
Coordinate decisions better
 
Better tininc.t of crops
 

8) 	 The oraanizational problems cited were the 1980 assassinations of board
 
members, imlnbcr educ.-tion to coeiperativi.-m, need for clear lines-of
 
authority to ISTA.
 

9) 	 The size of coops ranged from 105 to 2485 hectares.
 

10) 	 The main crops cultivated were cane, corn, rice, and beans. Sc ,'coops
 
had extcnsive -asture lands.
 

11) 	 The area of land t-hat- th( (XX)s haid was vicv.e as fine in all but one
 
case.
 

12) 	 In three out.of nine cases, the hoard rrcnibexr intervie,r.d said that there 
was scve r ilnat~ion of the cx() to want to divide all the land up into 
parcels and vxerk it individua1lly. 

13) 	 In only one case did the board ntv er say that in terms of suita)bility of 
the land resource, there was an area of the coop that %..euld x better 
worked individuall]y. 

14) 	 In every case the irbemx.rs were provided with individual "milpa" fields to 
raise their ow-.n prcx]uce. In tillF of the crxpq)s the iierrker had to pa-yl rrent 
for it. 

15) 	 In only one casre did the respoindent say that. it wruld be better to unite 
the miipas to the nvtin fields; conversely, in two cases, the suggestion 
was made to expand the mipas. 
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16) 	 The BFA w.js tie soui-ce of funllf rnr;;t frcili 't1y rY'lt it'ned. In two
 
cases, Iunding for itnpiut. was gottAn frmin p rivate ; mi-r...;.
 

17) 	 Prol.oir; clj in bct;aining undc-h: i're i rrt. of funding and the timing 
-- ofte funds were re-lased too late. 

.13) 	 There was an awaieness on the part of three respondents of alternate
 
sources of funds.
 

19) 	 In terms of hcMv outside agencies could help the coops better, more credit 
and lawer prices nj IESACOPTfor inputs were rntioned. was also rc.ntioned 
as a potential helper. 

20) 	 The ,cops had node scre effort in mkinq their own sub-products -- dxying
their rwn corn for feexd, grinding it too for their cattle. One ropert-ed 
selling firxod saEtmimts. 

21) 	 rwo of the coop,-, reopoted SFel]jn1 their cropr to the 11A, and having 
problems wit-h -]A in acc.pt-ing the produict or dc-kinq thte price yvid for excess roifsturc or bree-n kernrel.;. The other bu\vers reported were 
private c xawcia] de.alers, who were ](.ss c1h-ridi-nc. 

22) 	Plans or ideas :for the future hiciuded planting bananas, adding dairy or 
beef cattle, and irrigatien. 

23) 	There were a nmbcr of ways t]-:e goverment could assist the coops better 
---more credit, expand the list of crops eligible for credit, education,
exp-rmid the scope of the "co-gestors," cnd give them production 
incentives. 

Overall, the nmmbers of the boards of directors who were interviewed were 

frank and forthccning. They were serious about making their coop "go," anI 

construct.ive in their criticismrs of the governmnt institutions. It was clear 

in several casr's, that they were laboring under great dilficulties and nt--,ed 

much 	irore innagerial assistance. the coops were able to vilit:While we 	 i--d 

not suffered problems with querillas or the military, several had Jieen (:Ac(jed 

by an unprecedented downpour a few months ago, that ruined crops zmd rcned 

cattle. Again, we were made aware of the need for an insurance systcn. 
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RESIPONSES BY COOP N, I',S
 

(TPenty-two iiK!Alers chosen 
 randomly from the rosters of seven different 
cooi c-ratives were intervimced.) 

1) 	 Average ]ength of tire living in the wasarea 13.6 years 

2) 	 73% of the refspondenis joined the coop when it was fored 

3) 	 54.5% said ilat the (xop was functioning we. -- other responses ranged
fram fair to "xad becanse of the iand(cAter and his guncn who murdered 
the crigi nal hoard m:iivy'rs in 1980." (G'uajoyo) 

4) 	 Suagestions for nmkiing the ccp function better were: 

- more unity ari.ng nymcm)ers
 
- mare techic a] assistance
 
- change dilrCctors niv)re often
 
- support Tim,-q(Lr more
 
- unity; am1cufnk:,it cmnocl nyM. rs
 
- ore worm (which reiiuires getting more production credit)
 

5) 	 Thie most difficult probhem that the coop has faced was credit (33%) and 
terr.or and killinigs (in 1980) (22%) 

6) 	 The co-n:-n~grnt system was rated as functioning not well by 37% of the 
respondents arcd wll by 32%. 

*7) 	 90% of the r-s,,,)nC<nts r I-1reataons at-woen mmo bers and the board of
 
directors as being "okay" or "ncx..'
 

8) 	 50% sai.d that relations: with the forTmr patron had been bad. 

9) 	 85% said that their lives were btter since the agrarian reform. 

o
10) 	 65% said that. they had th u.rec of ,apict or "ii]I v." A1 I of these 
respondents r,:sid that it wa te, ,ai:w field arh year. 

11) 	 The crops rinstL frequently mintion-d as be-Jiq .qrwn on the milxp .ere corn 
and be-!ans; onr resrondent iontioned snflc.wer and s-aC:r! sens. 

12) 	 Only 10% reonrted having smpr outside work away frm the coop. 
13) Life trader the coop systen was rated as "ok" or "better than before" by 

all. the respondents. 

14) Only two respondents said that t-heir coop should have ore mmrbers. 

15) 47% said that better results are obtained by working together -- 23% said 
it was better to work alone. 

16) 59% said that there was an area of the coop that was better worked as 
individual paircels. 
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17) 	 1.00% rejectex thle idea that it would b. lx tter to divide the coop land in 

two parts and run it as two busines,;e:. 

18) 	 The respondents split evenly on whether it was better to split up the 
coop and work the land individually or continue as a production 
cooperative.
 

QUALITY OF LIFE OF RESPONDENT 

1) 19% got water from a tap; 57% from a well. 

2) 28% reported having a-latrine. 

3) 	 32% had electricity; 36% had only a tin can with kerosene and a rope wick 
for 	light.
 

4) 	The average age of respondents was 38 years. 

5) 	 Respondents reported an average of 2.0 yezars of school attended; 32% had 
not attended school at all. Therefore 68% had 2 or fewer grades of 
education. This is the sa-me as the proilie of "207" beneficiaries (see 
Part 	Two).
 

6) 	 Out of 19 nxmbers reporting having childreni, there were an average of 4.6 
in each family. 

7) 	 42% reported losing at least one child. (Corroboration of high infant 

mortality). 

8) 	 26% of the school-age children were not attending school. 

9) 	 Of the 14 reporting their incxone, the average wage was 8.9 colones a day. 
This is very close to the amount 
survey by DIXCBA. 

10) 	 Ten rmob-,rs sftated what they saw 
their families: 

-M! 	 , * .ion - 4 votes? 
- m t:flfli-'ady work - 3 
- o tnt c n house - 2 
- fewer problems with boss - 1 

reported in the Santa Isabel coop member 

as moE.t inqx)rtant for the future of 

11) 	 As to how they felt tie oovernmint could hell the coop better: 

- punctuc'l credit 
- make it a "ical" reform -- qive individual ownerf;hip 
- give more infomation about future plans for reform 

nore choice in future plans for coop 
- support financing for activities that the coo) has planned 
- elect-xicity. 
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It is clear that this sinmli smple of oa,.p i tr rs chosen randcAniy 

reflected fairly accurately the profiles reportcd elsewhere in this report 

and that they have the sanx. concerns that the teanm found in nearly every field 

visit. Provision of credi t, edlcation for ch~idV(fn and for (cxoperativj.-i for 

the nicnbers are kirai ount. As a suniiry, it is c]ear frcxn the intervie.ws that 

the nrnbcrs think the reforimi has finpr-ved their lives and was a qoxcl idea. 

Now i.t must Ix conL-oiida.L( 2 and ride to -rk properly. T-e july is still out, 

however, as to whether the hx,;t nrxlel is division into individual plots or 

continued group farm-ing plus snxall indi'vidual plots. 

I. COCOPLTA'.TIV]- t-AAG1 vENT AND JT"CIJNICA[, ASSTSTANCB 

There was a reorganization of the Ministry of Agriculture (MAG) in 

January of 1982, and another is planned for January 1983. ISTA itself began 

the 1980 reform with the intention of putting a technician on every coop, to 

provide technical advice and to look after ISTA interests, but is now planning 

to change that nrxlel. Th.is technician, called a "co-gestor," was in effect a 

partner of the cooperative's board of directors. Theoretically, no purchase 

or sale or other mjor dcc~ision could x node witiout the agreeient of x)th 

the "co-gestor" and the hoard. In practice, TSTIA dces not have enough well ­

trained technicians for the cooperatives, and new irudcdls are beinq p]anned for 

1983. Details of our findings on this subject appxvar in thL .ppendiJx. 

]982 innovations. At least three initiatives were taken during 1982 to 

experiment with iniproveentL in cooprative nunageritnL arrangci-nits: 

(1) ISTA's Division of Enterprise 1X.v]opxixnt has set up a pilot project 

which it hopes to expand, to identify, train, and place w.ire competent 

managers and accountants on Phase I farms. The ultimate aim is to improve 

administrative, planning and financial activities of its cooprative 

associations; (2) JSCA'IT has orga.,njzed a training proram to improve the 
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:ei - en fran Pha.;e I farms. Through itsadministrativu skills of rojr i ti.vci 

sessions are held in 
"Consejo do DirS.gent2s Zol]es" 	 (COI)IZO), weekly tLain.ir 

and (3)for coc.,raLive representatives 
different parts of the Western Rc\gion 

of the majority of Phase I 
DIECRA has ccmpleted the, socio-econcmnic studies 

to finance these 
order to assess the ability of the c-xrativesfarms in 

to help the cooLerat.vys develop repayment airortization plans. 
debts andr 

they tend to occur 
all of these activitiCs have ultinv'tely Lueful ends,

While 
result of the-ration and coordination. This is a 

disjointly, with, little copex 

the 1982 rc'organivzation of the MAG. 
oonfusion caused by 

d; itthe MAG ha,; rccxntly lxen ap .rov 
A new reorganizatio o of 

with agri.c-iltural research 
will again reseAble the pre-].9 8 2 organization, 

his mny revive and "old" and 
same institution.and extension under the 

than that which . ­
and lead to less confusion 

familiar network of ccrmanication, 


in 982.

reportedly plagued extension efforts 

SYSTD4S 
J. 	 BASIC (VNSTDERATIONS FOR F!TTCq'VE MA0AGIE, , 


imprtznt topics of cooperative operations and
 
This section examines four 

the staff 
structurc, the-, organizational approach,

managemiernt; the irembeiship 

of each of tJ'e-e t,)ics
and Uic syst.cim. Thie analysis

and board resourcs, 


organization can affect the
 
hcd Twuia(jemefnt and cr-x.4xrativeattWm-pts - siinew 

to their economic 
of Phase I farms, especially with regarcs

perfonmce 

operations. 

(1) MEMBERSItP SIrMUCIIJPE­
and attitudesof the indi.vidua] characteri.tics

We have already soen ;on 

sta n-point,Frcxn an organizatiormai
of memnbers presented in section II abovu. 


membrs there
 
of the membership as a group - how many

the characteristics 
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are; how close they are, geographically and socially; the extent to which tiey 

are full-time vs. part-time members of the c)Ooerative -- are critical in 

shaping day-to-day operations. In fact, the number of members per 

cooperatives ranges from 10 to 893. 

Because the reform process affected all properties of a single owner who 

held more than 500 hectares total anywhere in the country, a number of 

properties were by themselves less than hectares.hitervend whAich were 500 

Same of these properties were caibined when the Cooperatives were forned and 

the rest became coops at the same size as when they were haciendas. 

Appendix Exhibit 6-45 arrays the cooperatives by department and their 

size in hectares. Nearly half, 152 out of 310 of all the cooperatives have 

fewer than 500 hectares. This may be either good or bad depending on the 

quality of land that it is, what crops they are growing, and how many members 

they have. In any case, some attention should be paid to the fact that coops 

cane in all sizes and 19 of them have few than 100 hectares. rhere may be a 

range of hectare size as well as number of members that is optimal, and we 

reccmmnd research on this. 

The largest cooperatives in terms of either area and/or nembership tend 

to have dispersed membc-ship engaged in different jobs or section of the farm 

enterprise. Hacienda Santa Cruz, in Sonsonate, for example, has nearly 500 

members and 3,000 hectares. The members are physically dispersed across three 

village conrmnities and each ccatrunity is organized to handle the day-to-day 

operations on the nearby land, primarily for sugar cane and corn production. 

This type of cooperative faces a significant operating problem in that 

surveillance and coordination over jobs is difficult to control. This implies 

potential problems determining an equitable work load, and hence, income 

earning opportunities for members. 
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Overall, the meubership size and the basic size and economic activities 

of the cooperatives suggest the need for different forms of organizational 

structure. 

(2) 	 ORCANIZATIONAL APPROACH 

In addition to these variations in the structure of the member -­

cooperative relationships, there are several areas of substantial difference
 

among the cooperatives when considered as self-contained organizations. One 

of the most basic is the variation in the number of functions carried out by 

the cooperative. There 4 wide range among Phase I farms. Another is that 

the absolute number of activities a cooperative can perform tends to increase 

with size. The cooperatives can also cover operating risks with relatively 

more ease by not putting all their eggs in one basket. But with increasing 

cooperative size, the task of manageient a::e more complex. Either more 

managers are hired or a pyramid of assigned tasks is made to disperse 

responsibility and work. In a large pyramidal structure, decentra.ized work 

tends to beccme less efficient (but not necessarily so) and usually requires
 

more 	 systems of checks and controls. 

These problems imply difficult tasks for two, let alone one, of ISTA's
 

"co-gestores" and "prcrnotores." For the larger cooperatives with limited 

numbers of skilled or trained administrators, a management centralization 

approach is perhaps most effective for operating the farm. For the maller 

cooperatives where interpersonal relationships can be an asset for day-to-day 

management, a decentralized orcianizational approach can be effectively 

employed by tho cooperative. 

(3) 	 STAFF AND BOARD PESOURCES 

Another key element of the organization and operating pattern of any 

cooperative is the human capital (i.e. the level of education and training) 
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available in its staff and board of directors. A chart to be filled out in 

assessing staff and board resources appears in the Appendix (Exnibit 6-38) 
as an example.
 

An assessment of each cooperative's human resources juxtaposed to its
 

size should serve as the basis for determining the level of staff required to 

carry out their operations. Further research could compare the assessmer.s 

with the economic performance of farms; the result should indicate the level 

of human resources which correlate with good or bad performance. 

(4) M AGE4ENT SYSTYfl 

Closely related to the human resources available for managing the 

cooperative are the manacrement systems which have been developed. Outside 

observers of cooperatives, more often attribute success or failure of the 

operation to "management" than any. other factor. We examined the 

characteristics of cooperatives with the best potential for repaying the 

agrarian debt, and found no other distinguishing features. 

According to Professor Don Kanel of the University of Wisconsin, Madison, 

Land Tenure Center,
 

Managenent in cooperatives becomes a crucial function for several 
reasons. Effective management is needed in dealing with the 
outside world of creditors, suppliers of inputs, technical 
assistance and market outlets. It is also needed in applying
technology to the production process inside the co-op. And, very
imrportantly it is the major factor in effectively using the labor 
force of members disciplining it if necessan,. This is not
 
primari~l, a matter of using the big stick. That kind of

discipline is apt to be counterproductive i a co-op alienating

the members frm a manager. flanagement in relation to labor
 
discipline in a co-op is a matter of locus of responsibility for
 
coordination of effort of different members, supplying the
 
requisite materials and equipment, ensuring the timeliness of
 
work, watching for plant and animal flisease, etc.
 

On one hand someone needs to be performing and members are better 
off if the responsibility is assumed. On tie other hand the person
doing the management function needs to be trusted, and
 
trust is something ufiich requires effort to build and maintain.
 
In a co-op a manager needs to be something of a teacher, so that
 
menbers as participators in policy understand the constraints
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influencing the mnager's decisions, and as workers accept them. 
If such a relation between managers and rrirbers is not achieved, 
then both the authority of the manager and the work discipline 
and member participation in policy are likely to suffer. 

Appropriate relations cannot be created just by laws and 
regulations. It isn't that campesinos are not intelligent or 
knowledgeable about the production process. They are usually 
very practical people, hard headed and not given to an ideological 
outlook. But management is a specialized function that deals 
with specialized issues which are not matters of every day 
practical experience of canpesinos. 

Kanel also stresses the temptation for managers to try to run the coop without 

adequate accountability to members, with a pithy quote: 

Management, on the other hand, becoes more concerned and more 
skillful in dealing with specialized issues --- changes in the 
relevant technology, organization of production, and interaction 
with outside agencies providing inputs, credit, and markets, or 
those supervising the group farms. These are not the tasks for 
amateurs. The hriawledae necessary for gcod day-to-day decisions 
and for long-run strategies becomes concentrated in the 
management. In terms of their preoccupations, they may well come 
to feel that they need to concentrate thought and energy on 
dealing with outsiders, that they can best function with passive 
support of membership but with minimum distraction from mcmt.ers' 
demands for attention (demands for explanation, grievances, 
opposition to policies, etc.). It would be very natural for
 
management to ccm to feel that they know best, yet their
 
authority and legitimacy came from members and periodically or
 
when faced with major decisions they need ratification by the
 
membership. *
 

K. THE ISTA "CO-MANAGEMENT" MODEL 

1. As in other countries with land reforms of this type, "management" is 

a key factor governing the socio-econcmic progress of Phase I cooperatives. 

ISTA gave relatively little attention to management in the initial days 

of the 1980 agrarian reform. On larger units, with resident technicians, ISIA 

• Peter Dorner and Don Kanel, "Introduction, Some Econamic and Acninistrative 

Issues in Group Farming" in Cqoerative and Commune, Peter Dorner, ed.,
 
University of Wisconsin Press, 1977, p. 9.
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Exhibit 6-20
 

ISTA Co-Managers and Pranoters on Phase I 
Reform Sector Farms, 1981/82
 

FarmsI 

1981 1982 
Total Cooperatives 

374 323 

Farms with "Co-aestor, 
303 197 

Fubl-time 
96 170 

Palt-thre 
207 27 

Farms with "Prcanotor" 
209 202 

Full-tile 
157 167 

Part-tim 
52 35 

Farms without "Co-gestor" 
71 126 

Far-ms without PrcnDtor 165 121 

1 Includes both intervened and purchased farms. 

Source: ISTA, July J98J; PERA, November 1982. 
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iuenerally asked those to stay on. Otherwise, it r,] ied on its staff of 

"co-gestores" and "promotores " (See Ex ibit 6-20), 

In the first CHEOCIII Peport (Dec. 198]) it was noted that ISTA 
-techniciaris and nrurm:ters are a weak link in the a(rarian 
reform process. Adequate numbers of technicians and promoters 
should be hired. All technicians and promoters should be provided 
additional training through the CaNCAP progrmn. All tecl-nicians 
and pra~rters should be evaluated and the poor ones replaced. 
ISTA personnel should not be involved with rnarl:eting, purchasing 
or handling cash (to avoid teirptation or (rruption) . 
Cooperatives which bave not alreniy done so should be encouraged 
to hire their own professional nanaqers. ISTA should be 
encouraged to take a flexible stand on co-ri'nage-ant, Scme 
farms could be civen self-.ionagcnnt status nov. , The sconer
 
self-managenrnt can be- recorded, the tirore rapidly will learning
 
take place (p. 89).
 

later, many of these reccmrendations are still valid and %0,ortli 

repeating. ISTA technicians and promters are a leak in the agrarian]ink 

reform process, a source of conflict on a few Phase I farms, tnder.trained for 

manageme~nt tasks on most farnr, and insufficient in number. Many are still 

directly involved in purchasing, marketing and handlina cash. Even though the 

majority appear to be honest and hard-working (though they have neither pay 

incentives nor prerecuisites to reward superior performance) , we heard gossip 

accusing som. of being corrupt or overlooking gross cases of coriruption by 

others managing farm purchases. and crop sales. A few "co-gestores" vre 

characterized as "patrones." 

We did find a few minor relatively exceptional cases where cooperatives 

have hired competent managers or technical services frca outside. Although 

not all of these were successful, they provide a bright spot on a generally 

bleak picture of the "co-managem-nt" system under ISTA. They also indicate 

that autoncrmous operation may be feasibl]e right now for some cooperatives. 

In July 1981, there were 183 technicians (co-gestores) vorking on 303 

properties which ISTA had jitervened or purchased (including 107 purchased 

before the March 1980 aqrarian reform law). Only 96 worked on one farm full 

timr; the other 87 technicians were spread over 207 farms (see Exhibit 6-20). 
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Another 71 farmL had no "co-gestor" assigned. By Novemrl~x 1982 ISfrA still 

enployed 183 technicians; now 170 were eny)loyed full-time on 170 famns, and 13 

were spread over 27 other farms. Now 126 cooperatives sinply had no assigned 

"co-gestor" evet though there were 51 fewer coops than in 1981. 

Many of the technicians prefer to live in San Salvador or in departimtal 

capitals and ccamute to work. Scixn must onrely mostly public transpxort;
 

others have 
a ISTA vohicle but Duy gasoline out of their owM poc.kets. Then 

some of Lhe(se technicians visit their assigned farms only sporadically, aMd
 
spend muct less 
than full-time on them. Sonx-I "co-gestores" may also
 

misurdezstand the reason they are eployed 
to give technical management 

service to a refonr cooparative. For instance, one '"co-gestor" cv~nanted to a 

Study 'Team ir~mbr that his work would be easier if he had an ISTA vehicle to
 

get to his farm. That w-ay, he said, 
 he could have nxtare free. time to work on 

his university studies.
 

Although the numboer of "co-gestores" (technIcians) is below the demand,
 

the "cogestores" are 
supposed to have an .iaTprtant governing role in the
 

administration of cooperative farms. Five charts jn Ippendix 
B 

show the organizational s iructure for five different
 

cooperatives, 
 each of which places 'the 15Th Prc7mnter and Co--gestor at a level 

equal to that of the Board of Directors or AdLIinistrative Council. 

In order to upgrade their skills for these Initial roles, I..TA has 

arranged CE2,2CAP training programs for some of these technicians. However, 

CF,1CAP is aii entity outside of ISTA and it is unclear %,hether its cwn 

educators are experienced in the required areas of managing cooperative farms. 

(2) PROPOSED 01ANCtGS FOR A UqIFI-U I.M4 IA=-IENT SYSTVI
 

During the last year 
several newi ideas have surfaced, for so2ving the 
ISTA/co-managesnt problem. One idea that seems to have ta-ken hold within 

ISTA is to create a uniform nanagoqzrent systan at the zonal level for 
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The systan is based on 
inprovaemnt of cooperative administrative Ixtrforince. 

within ISTA's Division of 
a pilot project which started in August 1982, 

Enterprise Developmnt. 

(a) 	 The ISTA Pilot Proe_ 

in
The following projec. was developed by an ISTA Division Chief, 

consultants frcm Ser-vicios Tecnicos del Caribe, SM. A 
collaboration with two 

a screening
module of four groups of "professionals" w-re created after 

process for the jobs. 

follms: (1) a professional in Each group included three persons as 

advanced degree (graduate study) in 
business administration with at least one 

econoTics, and/or administration, (2)a professional 
accountant with a
 

graduate degree and (3) an assistant, either ar. admniistrator 	or accountant 

with 	a college decrree. 

Each group was given additional training in coopLerative managem- -itand 

studies cf four different farms. The 
direct experience in developing case 

farm, analyze its production and organization. and 
assess
 

agroups would go to 


and the capability of the
 
the existing system of books and records 


then worked with the Loxnrative directors
The groupsadministrative staff. 


to organize and install an improved system.

and "co-gestor" 


as models for a "unified" accounting and

T1he case studies served 

"organize" a 
nnagement system. 'is experience showed one group could 

and the four groups (of three mreabers each) could 
two weeks,cooperative every 

organize eight Phase I cooperatives farm in a month.
 

no
the "co-gestor" will longer be an 
A key assur-ption is thait in 1983 

to the farm, with a key adminis-trative role. 
ISTA staff person assigned 

these staff will be pulled back to zone offices of ISTA, and the coop
Ratlier, 


of it consider its
 
will 	look for its own managers. First, course, will 
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present staff, if any, and any mmi)ers with experE.uce, training or tlant for 

management. In cases where the nmanagaTent staff is weaR, the tan., would 

recamwn the esployment of a qualified "Tprofessional" t fill the needed 

administ-ratve or accountant job on dhe fa;.-ti 

,m.-xndation, 

would not continue working with that coxerative. It is ISTA's view that such 

cooperatives i.vTuld not he eligible for loains frcan bariks without qualified 

a&inisf-rators and accountoents carrying ISTA s certification. In order to 

encourace the cooperatives to hire the IS[TA--cet-ified professionals, ISTA 

proposes to T!ay 75 percent of their salaries the first year; 50 percent the 

second and 25 percent the third. Of course, it would be up to the 

professionals to prove their x)rth to the cooperative, so as to continue 

employment even when the subsidy ended. 

if tihe cooperative refused to accept this .e-r a the ISTA group 

It is ISTA's plan to test and screen prospective candidates for on-farm
 

jobs as professional accountants and admnistrators. An ad run in San 

Salvador's newspapers for prospective professional consultants for ISTA farms 

resulted in over 20 apparently qualified individuals and fiJrs. Sane of these 

would also be. interesLed in new on-farm managezmnt positions; so the supply of 

qualified professionals does not appear to be a limiting factor in TSTA's 

plan, at least at th-e pilot s-tage. In addition, a few of ISTA's current 

technicians aprnixar to te interested in and qualified for these positions 

(which will be better .paidthan ISTA's own headquarters staff jobs). 

In addition to the groups inantioned above, ISbTA will create follow-up 

tearms, of "evaluators'". Their jobs will be to check the farms that the groups 

have organized, to see if the cooperatives are implenenting the "unified 

system' successfully, and to study any problems "-hatarise. 
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() Pros and Cons 

The ISTA plan is supported by the lending ba-nks, which have sought ways 

to improve the accounting and administrative systelms of their Phase I 

cooperative farms. ISTA and the banks will both benefit if the cooperatives 

are more profitable and hence can pay their debts at the end of each year. 

The cur ent co-gestores were reported (by ISTA) to be less enthused. 

Almost all who took the exam for the professional certification failed. (The 

Study Teamn did not have time tc review that exam, however, nor to conduct its 

own evaluation of a sample of "co-gestores.") 

The "tunified ranagement systen" has scre merit as far as placing 

caT-etent staff into key mianagenent positions. The model, however, should not 

be considered as a panacea. Nor is it clear whether one model will fit all 

cooperatives, with vast differences in size, econccdc activ.ty, member 

education id cooperative ",maturity." 

SUMARY - CO-rAGEM rET 

In order for the coon-eratives to be econcmically and socially viable, 

Lhey need bot-h management assistance and .uidance more broadly defined than 

just business decisions. There must be a stimulus for planning and 

impleapriting education, literacy, health and housing programs which will truly 

transform the traditional canpesino into a participating, satisfied merber of 

the Sivadoranu society. 

'his rmay be accanlishcd through a corps of highly coqretent and 

motivated managers who are charged with the "holistic" development of the 

cooperatives. Another avenue nmy be through the CODIZO/FESCORA organization 

with its grassroots training methodology. The regional and national offices 

of that organization could also serve as brokering agents, to help the coops 
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or the private sector (banks
obtain needed sv.%.ces frcm gernment agencies 

concens or others),other th0an BFA, Agri-'busi h e s s 

c perati.ves Board of Directors should be 
The hired inaagcrs and/or the 

is nc, occrring on the fars 
the mix of activi tics that

prepared to recognize 

crops (mpu.].as) and a large block 
- some ix.idividual production of subsistence 

and be prepared to adjust
for cash or eiort crpsof land worked in cam-rn 

hme:rs.the prportion
as may be mst bcneficial to the

the proportions 

a ned1 fo" -ethnical ._ssibst-anccthere i--y b-of individual plots increases, 

to the i-ndividual cro-.rati.v e l wa-erv..
and credit for inputs 

ski].Is needled fr the smeoth 
in addition to the accomtintig and manageriail 

neur skills wfi.ch th? 
functioning of the cooporative, there inay be other 

-	 These could include 
previously uskilled or semi-skilled cvcsiro may need. 


and other
 
machinery repair and maintenance, 	 artificial inse[mnation, 

innovations in appropriate technology. 

CODIZO MODEL
 

Since early 1982, a group of people wit, FAO) and the Ministry of
 

CECAP division has been implemnting a program of grass roots 
Agriculture's 


called Corisejo de Dirigentes Zonales

and representationmanageirent training 

of C(XDIZO are 
(Council of Zonal Directors). The 	 specific origin and purposes 


the organization:
contained in a pamphlet put out by 


-d by representatives
camrxvsino organization fonrrC.ODIZO is a 
ccxperatives. CODIZO iF. 

ran the acricuitural prcductIon 


pra oted bv ISTA and was creaited by the agrarian refori.
 

has the function of helping the development of the

CODIZO 

it. For th.1 s, they work togetherccirrposecooperatives which 
with the object oE xesoiving ccamTrn problems aFnd uniting 

their efforts to ftmd a solution. 

for immber coxpratives which the CODIZO 
Sane of the possibilities 

opens up are (according to -the pamphlet):
organization 


- joint buying of inputs like fertilizers, pesticides, seeds, etc.
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- storage aid joint selling of crops. 

- facilities for providing the cooperatives with administrative 
assistance, auditing, training in technical a.spects, and cooperative 
organization.
 

- possibilities ol industrializing agricultural products. 

- possibility of sharing use of machinery, labor, ideas. 

- obtain goverrmnent serv.ices such as health, education, housing,
cmrrulnication, etc. more easily. 

The CODIZO pro.riii as presently organized consists of representatives 

from each of 60 coops in the western part of the country who meet weekly to 

learn farm accounting. They form the second layer of a national cooperative 

organization which goes from local to zonal to regior.al to nation'l level. 

The national level organization is called FESACOPA which stands for 

Federaciin Salvadorea de Cooperativas de la RZeforma AgTaria. The national 

office has eleven directors, but since only one regional organization has thus 

far been organized, for most of the country thieze is no direct connection tc. 

the zonal level. 

OPERATION 

The western CODIZO has weekly meetings with the representatives from the 

local coops at five locations in that zone: 

- Ahuachapan norte. 12 coops 1704 socios Tuesday a.m. 

- Santa Ana 25 coops 2113 soios Tuesday p.m. 

- Sonsonate sur 17 coops 1895 socios Wednesday a.m. 

- Sonsonate norte 16 cxps 2322 socios Wednesday p.m. 

- Ahuachapan sur 12 coops 1397 socios Thursday a.m. 

The CODIZO organizers have had 30 meetings with the groups so far in 

1982, and have seen great progress in the members' ability to manage numbers 

and diagnose where their respective elterprises may be having trouble. 
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The fcit)indiI of thbe system is a series of tabulating sheets which each 

coop represeytLive fills out. He then teaches his colleagues at home how to 

fill it out and they do it jointly using data from their coop. The sheets 

contain detailed information about every stage of the production process and 

enable the members to see where they may have problems. In addition, the 

sheets make it possible for the project managers to monitor the individual 

progress of the coops. From this process, the project coordinators were able 

to report in detail on the progress of the 60 coops that they are working 

with. Although there are the 82 ccoperatives in the zone, only 60 have been 

sofffic?ntly strong or cohesive to participate continuously in the monitoring 

prmgram. 

CCOP PROFITABIIJTY 

The data provided in the weekly CODIZO meetings makes it possible to say 

that, with varying degrees of success, 71 percent of the 60 coops are turnincg 

a profit on their production. (That is, before subtracting debt service.) 

The other 17, or 29 reArcent, are losing money. 

The Study Team believes a vignette frcn an actual CODIZO meeting will 

help show the usefulness of this grassroots effort for strengthening the 

cooperatives. 

At about 10:45, representatives frn seven of the 12 coops had arrived at 

the Cara Sucia cooperative and the meeting started. The coops represented 

were: 
NUMBE OF 

COOP ZVENBERS DAILY WAGE 

San Jui-n Bosco 
 64 05.00
 

C.ara Sucia 400 8.00
 

California 42 
 6.70
 

Santa Rita 
 236 7.50
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El Castano 61 7.47 

San Martin Y Larin 50 7.00 

El Cortijo 377 7.50 

This metinig vas chaired by the representative frcm the California 

cooperative who, in spite of having oily three years of school, was able to 

put axn agenda on the blackboard and run the meeting without being prcmpted by 

the OODIZO technician. The main order of business was to inform the rest of 

the zona] group that a large nearby coop, San Isidro, needed sane labor to 

help cut sugar cane. The group decided to let the rest of the cooperatives in 

the 	zone kno about the opportunity and to hire a truck on Saturday to pick up
 

all 	the workers who wanted to go and take them over. Two observations are 

significant at this point:
 

1. 	 The ability of an essentially untrained can-pesino to conduct the 
meting. 

2. 	 The collaboration among the cooperatives so that they would use each 
other as labor pools. 

The ISTA zone chief for the area then arrived and raised several new issues. 

What were the member coops doing about the big damages caused by the-
floods during September?
 

- He inform-d the group that they were authorized to sell some of their 
cattle if their pastures had been ruined by the flood. 

- Oni marketing for scam of their corn crop; he had an offer of 015 per 
quintal (hundredweight) fran a private buyer. While this was below the 
official IIRA price, the buyer was willina to accept their rather wet
 
and 	broken-kerneled conl.
 

The 	presence of the ISTA zone technician was an active denanstration that the
 

ODIZO was operating as planned; it provided a focal point for governmnt 

agencies to interface efficiently with the ccoperatives, as an alternative to 

trying to inaintain ccxrretent, qualified "co-managers" at each unit. 
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Uhe OODIZO system is a new mthod -- far rcmoved from the traditional top 

down extension approach. In this new method, the materials to work with are 

actually derived from the experiences of the participants and the work sheets 

are made up by them. The process is started by developing a list of the 

management talents of all the people in the Coop and going on fron there. 

The old system would take the trainees to a training center in Coatepeque 

-- give them a 40 hour training course -- and then it ;culd be all over. The 

spread-out-over-tirre and incrEmental nature of the new system is likely to 

have a nore lasting inpact on the participants. The CODIZO systmi guarantees 

that t2 information will be relevant to the trainees, since they have 

gathered it themselves and it refers to their r,. coops and others nearby. 

Most of the tables that are created need only addition and subtraction to 

manipulate. This is an active method -- the very act of filling out the 

tables helps to insure that the participants will understand the iaterial 

better. 

The practice in decision--making is the most important part of the 

process. And after going through the process of filling out and iinipulating 

the tables enough, the participants will be better able to deal with the 

bank loan agents and the technicians who care out to the coop to help. 

SU ARY 

The CODIZO experirment is an interesting canbination of grassroots 

training and institution building. In spite of some dermnstrated success in 

getting cooperative members to learn eleentary farm accounting and 

management, the procedure is not a compl.ete substitute for the co-managers 

which ISTA has been providing for the cooperatives. Perhaps the ideal model 

for the future is to continue the CODIZO training efforts with the long range 

goal that the sharper participants will reach a managerial level themselves 
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to be needed. Tle CODIZO system offers a countervailing force to the ISTA 

may help keep them oriented to the best interests of themanagers, which 

cooperative. In addition, the CODIZO program could forge links with 

agencies to start them delivering desperately neededappropriate government 

services to the cooperatives sucl. as: 

- health and sanitation 

- adult literacy 

- schools 

- housing 

(3) Private Consultinq Firm Model 

The 	1981 Checchi report on agrarian reform briefly discussed the work of 

firm provides technicala private voluntary organization in El Salvador. This 

assistance primarily to agricultural cooperatives and has been active not only 

of other nations in Latin AmeCrica andin El Salvador, but. also in a number 

Africa.
 

out 16 projects in M. Salvador,Presently this organization is carryiJng 

of local violence. One project worksalthough a number are "on hold" because 

with FESACORA (Fcxleracion Salvadorcna cle Coo erativas de ]a Reforma Agraria) 

on the organization and wranagement of the federation. The following are 

representative of the tecl.nical assistance activities this group is engaged in 

with its client groups:
 

- managerial and accounting assistance
 

- feed mill and feed lot operation
 

- cattle raising supervision
 

- herequen production, processing, and marketing
 

- vegetable production, processing, and marketing
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This U.S.-based consulting firm has received 26 requests from other 

cooperatives asking for the dcvelopment of technical assistance projects for 

them. Ten of these requests are being investigated in detail; most are in the 

reform sector. This pre-study determines if the group is serious about 

utilizing technical assistance, and the medium-term feasibility of financial 

self-sufficiency. The fin also finds out if the group is willing itself to 

invest, right at the becjiling, soi e meaningful share of the require-d 

resources for a project. They have made this a pre-requisite for receiving 

technical assistance in their program. 

The general procedure fol].ved by this firm is designed to ensure to the 

extent possible the ultimate -uccess of the project. Since this firm is only 

partially funded by A.I.D., it must husband its human and support resources in 

an optimum fashion. The general process of project selection is as follows: 

- receive a written request by an existing and functioning group 

- make several visits to group to gather ideas and information 

- prepare an organizational, operational, and financial study to be 
funded and executed by the group with outside credit resources if 
necessary 

- present the proqram to the group as the firm's proposal for the type, 
extent, and term of the technica] assistance offered
 

- draw up the formal terms of reference agreed upon in meetings between 
the group and the firm, and 

- present the contract for the firm's services ro the group, at which 
time the group usually must deposit the initial funding to start the 
project. 

This process serves to identify both specific difficulties and precise 

responses required to establish the group's activity on a solid footing within 

a certain frame. Since it is contractual, both sides can demand compliance. 

Hcwever it is also participatory, with the express objective that at the end 

of the project the group be able to continue the activity without the 
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Probably the major elcznent for success that this approachconsulting firm. 

to fully train the group so that future technicalcontains is the comitment 

stated activity will not be necessary.assistance for the 
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PA1?r TIRM 

CHA'YaR 7 

1AND REDISTRIBUVI'ON UNDER PHASE III (Decree 207) 

over 500 ha., the governentAfter Phase I, the ex2ropriation of holdings 

500 ha.), andpostponed implementation of Phase II (holdings between 100 and 

moved directly to Phase III. This is a progr'am for tenants, somewhat 

War land reforms Japan, '----a or Taiwan.reminiscent of the post-World IT in 

Phase III, also kncmcn as Decree 207, its inmpementing legisla Ion, gives 

faming, on long termtenants the opportunity to buy the land they have been 

credit and at a price related to the incone-producing potential of the land. 

choice in the n etter; the prccess beqinsThe owner does net really have a 

when a tenant fills out an application with FINATA, the agency in charge of 

this part of the agrarian reform. In successive steps we discuss belcw, 

verifies the eligibility of the 
FINAITA notifies and negotiates with the owner, 

tenant to
applicant, and iss..es a provisional title which enables the former 

credit. Once the owner has been caiipensatcd and title
receive agricultural 

a definitive title to the beneficiary.transferred to FIN4ATA, it then issues 

implemnentation of DecreeIt is irrportant to understand the dynamics of the 

207, since the decision will be made shortly concerning the possible extension 

of a cut-off 	date for applications (presently March 3, 1983). 

may be found in many kinds and sizes of farms in El Salvador, so
Tenancy 

there is no clearly defined universe of the farms potentially affected. 

One
Likewise, there is no definitive beneficiaries.list of potential 

campesino mea ani one tiny parcel, rent another, sublet a third frcn another 

tenant, and do seasonal labor for a coffee grower. It is entirely possible, 
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though infrequent, for a beneficiary under Phase I also to be eligible under 

Phase III. There is a ?4I\G registry of rental contracts, but it: mostly 

involves large rental agrecrents, especially of coastal lands to be cultivated 

with cotton by ad hoc partnerships of investors. These cases are excluded 

fram Phase III, which is linited to campesinos who till not more than 100 

hectares, and which limits tie land any one tenant can buy to 7 hectares. 

A DESCRIPT2ION OF THE PIASE .III SECTOR 

Because of these definitional problems, any estimnte of the number of 

on apotential beneficiaries and the area potentially affected nnst be based 

variety of assumptionso Past caliculatibns were based on interpretation of the 

third agricultural census of 1971, which itself has some data inconsistencies. 

The follwing examples of estimates demonstrates the range Involved. 

Exhibi t 7--] 

Estimates of the Area and Families Potentially involved in Phase III 

Hectares Beneficiaries Source 

178,000 150,000 Paarlherg et a2., "Agrarian Reform in 
El Salvador," Checchi & Co., 1981 

94,000 67,000 U.S. AID/ES "Agrarian Reform Jn 
El Salvador: Process and Progress," 
August, 1972 

161,000 PERA (unofficial estizmkte), 
November, 1982 

P(IMUZIAL AREA
 

The Study Team does not have the data to support precise estimates, but 

we propose the following as a first approximtion. Hcoever, PERA plans a 

survey in January 1983, which should help deterrnine the extent to which the 

target population has been reached.
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We began with an interpretation of the stratification of properties 

reported in the 197] agricultura] census and ca-ipaxed this with a proposed 

stratification for 1980, the year the Agrar.ian }efo r.began. The 

bases for the 1980 breakdcn are the total area of acricu1tural lands 

(1,461,000 hectares), the area affected under Phase I (208,000 ha.) , and an 

estimate of Phase II size lands (343,000 ha.). This yields a residual area of 

lands under 100 hectares (approxim-ately 910,000). About 75,000 hectares are 

in properties of less than I hectare. Since tenants cannot claim lands from 

persons whose total holdings are 10 ha. or less, unless th.e oner is a 

university-trained professional, we assume that no signific-nt nimber of
 

claims will be filed on these lands.
 

Next, we assume that about i-0 percent of the area (835.0.00 ha.) in the 

properties of I ha. or morre, but under 100 hectares, was rented in 1980 and 

1981, and therefore could be affected under Decree 207. ITLis yields 83,500 

hectares (6percent of El Salvador's agricultural lands), to be affected from 

properties of 100 hectares or less. 

There are tuo other factors to be considered relative to potential area. 

Because "Phase I" of the Agrarian Reform has not been implemented yet, the 

area which was rented fran persons owning from 100 to 500 hectares is also 

subject to claims under Decree 207. To date, 12,922 hectares have been 

claimed from these properties. PERA staff estimate that perhaps 15 rercent of 

Phase I-size :l1ands could be affected, or approximately 50,000 hectares. 

Secondly, Decree 842 authorizes F]!qATA to accept claims and parcel out 

the ISTA-operated "traditional" cooperatives. The potential area for 

Phase III was thus increased, although thie status of the beneficiary would 

remain virtually unchanged. Many nmembers of these coops already had signed a 

128
 

http:835.0.00


s;crm wore still just renting. In either
with ISTA, thoughpurchase agreement 

area case, they will nowa deal with FINATA. We assume that 80 percent of the 

adding another 65,000 ha. now in "traditional" coops will be converted, 

Exhibit 7-2 

Study Team Estimates of Potential Area of Phase III 

1) Properties from 1 to 100 ha. (.0%) 83,500 ha. 

2) Proerties from 100 to 500 ha. (15%) 50,000 ha. 

3) Conversion of "traditional" ISTA coops (80%) 65,000 ha. 

Total Estimated Area 198,500 ha. 

POTENTIAL BNEFICIARIES
 

It is equally difficult to estimate the number of potential beneficiaries
 

of Decree 207. FINATA's data show the average claim so far is for 1.6
 

hectares. If this ratio holds constant, our estimate of 198,500 hectares
 

would iply that the potential claimants were more than 100,000. However, the
 

land per member on the traditional ISTA cooperatives is more than 1.6 ha., and
 

FINATA is hoping to increase the average parcel size, so we expect that the
 

number of potential beneficiaries will be about 100,000.
 

PRODUCTION ON DECRE 207 LANDS
 

Many of the properties being affected under this phase of agrarian reform
 

beneficiaries file one and a are small. According to FINATA data, potential 

quarter claims on the average, each one of about 1.25 hectares. This yields a 

total.of nearly 1.6 hectares. Most of these parcels were rented from fams of
 

Up to December 1982, 35,936 Decree 207 applicants have
under 100 hectares. 


filed claims for a total of 57,236 hectares (44,314 ha. fram farms under 100
 

A preliminary FINATA analysis shows that nearly one-quarter, or 12,922
ha.). 


hectares, was claimed from potential Phase II-size farms, averaging 218 ha.
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The F.I NTA analysis mentioned aiove was designed to provide a profile of 

the Decree 207 berufici.-y nd includes a breakdown of how the beneficiary 

utilizes his Ianld and he itnccu.ne it ;i'epresnts to him. (See Exhibit 7-3.) 

The principal conclusions a.re­

- The average bneficianr rents slightly more th'n 1.5 hectares, and
produces basic grain on them, He uswa]ly intercroos corn and beans or 
sorghumn. 

- Comparing benefici;ry yields with national average yields, it appears 
that irnsL plant hybr]id corn, often intercropeJd with nonirproved 
sorghui and to- a lesser deoree with beans. 

- Their plots probably have uorse soil than average, often oni 
hillsides. Althouqh Salvadorans have the hickhest levels of use of 
fertilizers aid pesticides in Central A\rrrica, these ciripesinos
probably used less than average for El Salvador,. knaiing-el:ilizer 
that they would be allotted a different plot to rent next year. Corn 
and bean yields %,nreonly noderate, sorghum .,as icw, and rice yield was 
very low (xripared to national. standards. If secure tenure in a 
particular plot does lead to greater .Lnvestnient in fertilizer, 
beneficiaries should soon obtainj yields close to national averages, 
allowing for soil quality. 

- The gross family inccan from crops wns V.,519. per year, and the ross 
incoame per actual hectare was ¢984. This was about 65 percent of total 
family inc a, wit]h the rest cciming frca wrages, handicrafts, etc. 

- Using the standzards of labc)r usedI per hectare of crop (PEA, Evaluacion 
del Proceso de ]a Rcfori Aciraria), this area generated well. under the 
1980 national average esthiviited at 159 days per economically active 
person in agriculture. 

- According to nutritional goals in a Ministry of Agriculture document 
(Plan Aqrop-cuario 1980-1982), a f,mily of six witl this land would 
produce about 1200 kT.irams of corn, 160 ki.lograns of beans, 30 
kilograms of rice, and 560 kilograms of sorghum above the amounts 
needed for its owm consumntion. 

- However, the PEPA survey found that the average family sold more rice 
and less sorghmn than predicted, perhaps because the rice brouaht a 
higher price. The average amounts sold were 990 kilograms of corn, 110 
kilograms of beans, 90 kilograms of rice, and 320 kilograms of sorghum. 

According to the 1971 agricultural, ceAnsus, rented famns varied by size in 

the proportion of land used for growing basic grains. The smallest rental 

category ii the census (average size 0.6 hectares) had 91 percent of its land 

in these crops. The next category (up to 10 hectares in size, with an average 
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The larger tenantof 1.8 ha.) put 88 percent of its land into basic grains. 

group (average size of 21.4 hectares) used almost one-half the land for e)qport 

not engaging in subsistence-levelcrops, indicating this giour was 

tenants tilling over 100 hectares vould not qualify
agriculture. F'urthermore, 

207; those renting less than 100 1a. 
as beneficiaries under Decree are 

7 ha. through FINATA.eligible, but could only buy 

that Phase III is "creating a lot
Saraobservers have c=pressed conce.n 

We note that these applicants have not been supporting
of i inifundia." 

most have at least on the plots they rented in the past;thenselves adequately 

off those plots, harvesting coffee or the lie. Thus the 
some part-time work 

and with the security of property rights, they may
situation will be no wcrse, 


well be able to plant trees, conserve the soil, and otherwise find nYore
 

productive work to do thian previously: on 	 these tiny plots.. A change in 

these lands are utilized overnight.
tenancy is not expected to change the way 

lands potentially affected under
Given this evidence, we conclude that the 


FINATA

Decree 207 have and will continue to produce mostly basic grains. 

technical
staff express hope thiat secure tenure, access to credit, and 


to increased productivity of these lands.
assistance will lead 

IMPLEM TATION 

The principal GOES agency responsible for implementing Decree 207 is the 

are
Financiera Nacional de Tierras Agricolas (FINATA). Other agencies 


such as the National Geographic Institute (IGN) for

involved in the process, 

land surveys, MAG, and various agencies of the Finance Mirnistry. 

the primary responsibility to ISfA but by
Initially, Decree 207 assigned 

the time other needed enabling decrees for 207 were promulgated eight months 

153 (Phase I). Decree 525 (Dec. 11,
later, ISTA was busy administering Decree 
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Rxibit 7-3 

Decree 207 Beneficiaries: Sample Survey Results 

$'!rvey Totals 
 Per Beneficiar
-
Area 	 Production Yield 	 -Value Area Production -Value'
 

Hectares Metric Tons MT/I!IA Hectares Metric Tons
 
Corn 28,315 49,589 1.75 24,670,660 1.0 1.7 
 8430
 

Beans 8,362 5,831 
 0.69 10,118,306 0.3 0.2 
 345 

Rice 1,378 3,059 2.22 2,240,210 0M0* 01I 77 

Sorghum 17,334 17,433 1.01 5,334,873 0.6 0.6 
 182
 

Other .. 
 -- 2,093,173 ­ - 72 

Totals 55,389 75,912 1.37 44,457.222 1.9** 
 2.6 	 1,519 

Notes: 	 Preliminary data fran PERA study cited belorw, based on a sample of1,073 families, (direct beneficiaries) ard expanded to represent FINATA'stotal of 29,265 beneficiaries at that tim . .he sum of hectares by
crops results in more than the 	actual total (45,191 hectares) becauseof intercropping. 

Source: 	 PERA "Perfil de P.eneficiarios del Proyecto 207," Decemb*er 1982.
 

NAG/OPEA Plan Aqropecuario 1980-983: 
 "Metas de 	Consumo por Habitante". 

* Less than 0°05 hectares.
 
** When adjusted for intercropping, 
 total is 	 under 1.6 hectares. 

1980), therefore created a new agency, FINATA, to administer the Phase III 

reform. FINATA receives the Decree 207 applications, evaluates them, and 
arrEnges for compensation to previous andocners the issuance of titles to the 

camesinos. Under present law FINATA has no contiliuing manageiwi-t or other 
senice functions other than collecting the amortization payments. Unlike 

ISTA, FINATA is not charged with co-management responsibilities, nor with 

providing technical services to the new landowners. However, FINATA's 

president and staff consistently told the Study Team that there will. be a 
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long-term coordinating role for technical as;si stance and suixervised credit to 

Phase III lbeneficiarie that FJNATA wuld be uniquely qualified to deliver. 

Decree 207 had a cut-off date of March 3, 1982 for receiving applications 

for 	land purchase. On February 9, 1982, this was extemded to March 3, 1983. 

after it-was evident that the number of applications filed in 1981 was far 

below expectations. As of December, 1982, there was some speculation that 

this 	date might be extended again, at least for Departments affected most 

severely by the nation's civil conflict. 

The 	execution of Decree 207 involves three basic, sequential processes: 

(1) 	 Provisional titling, which represents de facto implementation of the 
reform. This conveys secure usufruct rights and provisional 
property rights. 

(2) 	 A field inspection generates a survey and most of the priviry 
inforTation essential to definitive titling. 

(3) 	 Issuance of a title, providing de jure inplemnntation, 
institutionalizinq secure rights and defining the responsibilities 
of beneficiaries and payment of cofrensation to the affected 
landowmers. 

The 207 program is a whole process involving a number of coordinated 

steps; the process begins when a potential beneficiary files an application 

for preferential title to the land he tills. There is an important difference 

between Decree 207 and Decree 153 (Phase I) which is based on the total 

nuber of hectares c'wned by a single owner. Under Decree 207, it is the 

tenure arranqjront which justifies the land redistribution, and the tiller's 

application initiates the process. Without applications, there would be no 

land 	reform under Decree 207. 

(B) 	 FINATA' S ORGANIZATIONAL STRUCTUPE 

Currently, FINATA is structured to address the numerous facets of its 

mandate. It has over 300 eirployees and 14 field offices. FINATA's central 

office houses the Presidency and six functional Peparrbients: Legal, Planning, 
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Camunications, Adrinistration, Igji.;tics and Finance. There is also an 

office of Engineerinig. Four regional offices supervise offices -in each 

rpartmnt capital, The Departmental offices are staffed with a Director and 

two Sub-directors: one for "logal transactions" and the other for 

"agricultural c'arittees." Each "agricultural cclnittee" at tie Departnmnt 

level is supposed to emiploy an agroncnist, a soil scientist and one enpoyee 

of the National Geographic Institute (IGN), paid by IM3. 

The "agr.icLi1tural cninittees" are supposed to follciup Decree 207 

applications by lccating the paircels of land person has filed for, usinga 


aerial photos provided by the I(C, in relation to neighboring plots. The
 

Comittee goes to the field to: (1)measure (survey) the parcel, (2)make a
 

soils classification, which is used to establish the price the beneficiary 

will pay for the parcel, and (3) verify the ownership or tenancy status of 

neighboring parcels of land. (The amount of compensation paid the ex-cwner is
 

based lirgely on the propxertv value stated by the cmers in their tax 

declarations filed in 1976 and 1977.) The group also fills in a form with
 

other socio-econcnic data which provides a basis for individual credit plens, 

usually with the Banco de Farento Aropecuario (BFA). 

FINATA's local level "legal transactions" unit takes the application, 

notifies the landaxner that there is a claim on hisland, informs both the 

claimant and landowner of the legal process involved, and collects offi.cial 

docuwnts to certify legal omnership of the land in question. The 

Departiental Sub-directcr of Legal. Transactions is responsible for 

representing the claimant in civil court in case the owner fights the tiller's 

claim and is also responsible for issuing both provisional and definitive 

land titles.
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C. 	 PHASE III PIFOGfRE,SS 

The first applications for Phase III were received in the Spring of 1981. 

FINATA staff, assisted by "promtores" mnployed by UCS and trained by AIFTD, 
banded out application fonts and helped tenants fill them out. By June, 1981, 

there were over 12,000 applications filed and the first fow provisional titles 

had been issued. Although FINATA did not reach its goal of granting 

provisional titles to all beneficiaries in -the first year, s,.Tne progress 

appears to have been made. By May, 3.982, FINATA had received 36,751 

applications and 30,215 provisional titles had been is.F.ued. 

In that same first twelve months, 31 property owners were -oirpensated. 

The beneficiaries paid $282,854 to FINATA, toward the amortization of their 

mortgages even before they received definitive titles (and the corresponding 

mortgage debt). Though no definitive titles were issued in the first year, 

6,586 field inspections were made as part of the procedure that leads to
 

definitive titling.
 

In Exhibit 7-4, we reproduce the monthly reports prepared by the U. S. 

Fnbassy, through December 3, 1982.* According to FINATA's latest report, as 

of that date, scme 57,000 hectares, approxim-tely a quarter of the land 

believed eligible under Phare II, had been clainx.d. There have been 35,936 

direct beneficiar.ies (individuals who have submlitted petitiors and have 

qualified under terms of Decrce 207 for title to parcels they had previously 

worked under a cash rental, sharecrop, or labor service arranqarnent). 

Assumnthg six persons per rural household, there are currently 215,600 total 

beneficiar. es (nearly 10 percent of El Salvador's estimated population of the 

rural poor, 2,202,700. There have been 46,159 applications filed by 35,936 

* The first reports, throu(.h May 1982, are reproduced as.printed in L. R. 

Sihnon, J. C. Stephens, Jr. ,El S;alvadkr lo.nd l,fonn 1980-1981: Tmmct Audit, 
with 1982 supplesnt by Ifnrtin Diskin, (Oxfam 7vAir.ica, Inc. 3982). 
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persons. Sonm applicants rented nrre than one paircel; they my apply for all 

of them, su))ject to the limit of seven hecta.res. Scic 34,438 provisional 

titles have been issued, and 408 definitive titles have 1'een granted already. 

Approximitely 2,000 fonirr prolprty owners have been paid niore than 03 million 

for nearly 2,500 separate parcels, so far, and Phase III beneficiaries have 

already nade 8,133 payrrents totalling 0399,030 to apply to the purchase price 

of their land. Also, as of December 3, 1982, 12,692 field inspections had 

been ccopleted and 4,775 piarcels of land were appraised, a necessary step 

toward cmensation for another 184 landlords.* 

D. COTIST IN APPIJCATION PROCSS'rPATS M 

After a relatively heavy and steady fi.clof applications through 1981, 

t-he nimber of application,; leveled off and declined rapidly, starting in 

February 1982. Although the definitive titling process had just begun, it was 

obvious that FIrNATA could not acci(plish itc self-defined goal of 15,000 

definitive (final) titles in 1981 and 20,000 in 1982. It was even less likely 

that FINATA would reach even 50 percent of its original aoal of 125,000 total 

beneficiaries. The crux of these problems appears to be the marked decrease 

in applicatibns, although the original targets were probably overstated. 

Eyibit 7-4 shows how few appl ications were received in June and July 

1982; shortly after the national election. The Study Team heard various 

theories about the decline: 

(1) 	 Som renters wiy not haive filed claims for both economic and 
practical reasons; * 

(ii) 	 To some farmers who have traditional ly rented land, longstanding 
rental agreecnnts reprer7ent an assurance of their access to the 
rented parcel. and their opportunity to earn Jnconem from it, plus 
help fron the landlord in obtaining seed and fertilizer, and even 
enyrgency smll. loans, when needed; 

• These data were gathered by the staff of FINATA, DICRA and PERA, as well as 

other MAG functionaries. They are maintained on a very current basis with the 
aid of a well-organized crputing facili.ty at FINATA. 
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Decre0 207 Land to the Tiller 

Report . . 1 .... .... 13 .... .... 14 .... .... 15 .... ....16 .. . . . 17 .... .... 1 . . 
Period 

1. N'--ber cf Direct Beneficiaries this period 
Cu.-ulati-e to end oe period 

/ 
5/2. to 6/'28 

29,362 

6/28 tc 7/30 

29,716 

7/30 t: 2/26 

30,283 

E/27 to 9/29 

30,932 

9/30 to 1(/28 
14 

32,076 

10/29 to 11/29 
2,82 

34,904 

11/26 to 12/3 
1,032 

35,936 

.. Total 

%(e :.cc. 

Beneficiarien 

befic.a.ies x 6) 

Iz, 176,172 178,236 ISi,696 1S5,592 192,456 209,424 215,616 

3. La:-.J z-.= atfected 
a. in a3r.s 
b. in hectares 
c. 0 ha/direct bencficiar a ; 

119,420 
47,768 
1.63 

121,100 
48,850 
1.64 

122,63 
49,4E8 
1.63 

126,675 
51,099 
1.65 

128,E02 
51,957 
1.62 

137,528 
55,477 
1.59 

141,888 
57,236 
1.59 

4. A;-Ii--zics filed for titles by potential­
be.efi-;rjes-' 
a. -. ;:c:i'rsfiled this period 
b. cu-.:_-tive to d te 

-1.05 
36,856 

-.-5-
37,235 

46-
34,851 

"--34 
33,615 

1,26-
39,623 

4,925 
44,a8s 

1,351 
46,159 

5. Prcisio-al titles granted
-. 0 S- n--C this =eriod 
b. cc-' d-et 

1,225 
31,443 

269 
32,349 

3t9 
32,742622,9 

204 

2 

1,1S3 
34,150 

263 
34,413 

25 
34,42a 

6.' Lef':iitive tit2.es granted 
a. .-. r :.-.-.h period 
b. r-i.- to date .C3 

=.na:r cf t!rcels transferred 

103/ 

151 

148 
251 
332 

-­
25: 
332 

G 
251-
332 

157 
4C3 
N.A. 

-8-
438 
N.A. 

-?­
408 
N.A. 

r-7.7,r-r.-o-,:!ry o-.crs co.-ensate-.­/ 

B . Z..i' 7,:rie 
b. c'- 1a~i...to date 

1 
8 

4 
12 

1 
13 

27 
40 

i 
56 

23 
61 

17 
98 

8. Tct31 cc:-. -sation paid cx-own-ers 
a. n-cr of zffectad parcels 

this pericd(S) 38,502 

96 

25,97S 

114 

41,094 919,879 468,826 6C2,325 586,836 

b. nu.-_r of teneficiaries of cG..pe.nsat-cC.
C. c--a:-e cc.-.sa:i.I paid 
d. c-.laive ncr p.rcels affected 
e. C 1atie nr.Qrer of beneficiaries 

76 
$ 494,626 

238 
243 

so' 
523,664 

4.2 
323 

561,750 
443 
348 

1,431,637 
1,345 
1,037 

1,950,463 
1,975 
1,7. 

2,552,793 
2,362 
1,9! 

3,139,634 
N.A. 

.N.A. 
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g. Volunary Cy-e.nts hy 207 holders this P(Iriod() 

a. a7,-nt 	of vo'-.ntary pay7ent (M) 


b. c .ulative volu-tary paynents 

c. cx -- Lative pay-ents (S) 

13. Field 	 inspections Ccnpleted this period 

c- .ve 


11. Land Vialutions Ccmpleted, I of propertie3 

12. 


13. 


n'.cr of 	affected parcels 

ber of 2:7 beneficiaries evctedto date 

n'o-er cf prc;erties affected 

cf 237 beneficiaries reinstated 

n'zer of proerties affected 
o-her 

as those indvid-als who have suhnitted petitions 	and have caulified ander-the ter.s 

service rendered arrangement. An applicant mayI1/ Direct 	beneficiaries are defined 
to parcels 	they had previously worked under a cash rental, sharecrop, or

for title 

one parcel provided that c-mbined transfers to any one individual do not 

su:tit petitions requesting the transfer cf more than 

hectares, cn total transfers.
exc:e seventeen (17) acres or seven (7) 

file for 	titles by potontal.. (clainants) of Decree 207 who will be checked for qaalificaticns. An
tenef...arics 


arc icociin is roc-ired for each separote 

3/ First 	;eriod that any final (called definitive) 

FIN.t/7Ahas been cocpensating affected lzndc.ers 

bcari::; a 5 =ercent ann"a1 intercst) a craczi:e 

for affected land cvne.s with less than 

465 N.A.312 40631 247 525 
H.Aj
19,168 23,028


24,!5 11,309 18,963 13,216 

7,997 6,133


6,C42 6,289 6,814 7,126 7,532 

399,030
369,696 392,724


307,039 318,349 337,312 350,528 


616 993 1,619 806 1,295 35
 
43i 


7,633 8,626 10,245 11,051 12,346 12,692

7,CI7 


IS4
73 133 154 177

N.A. N.A. 

N.A. N.A. 2,351 3,589 4,057 4,300 4,77S
 

4,789 4,792

N.A. N.A. 4,632 4,754 4,763 


552
566 579
;.A. N.A. 532 559 

N.A. 	 2,138 2,331 2,42S 2,430 2,433 2,437
 

257 256 
 259
216 256
N.A. 190 


of Decree 	 ;07 

orfc.cl and. 	 Scme potential boneficiaries wculd 

giclegwcre to 207 beneficiarc9 ranted 	 the 

with 53 percent cash ard 5 percent agrarlan 

ccnsistcnt with ter.s of Decree 207 and 2l3, 
'ith holdings in!2: hcctares will be 50 perccnt bonds. Por affected land o wrs 

percent bonds. excess of 	IC0 hectares, the for.uja is 25 percent cash and 75 

~J~t 

fie =cre 	than one application.
 

refer= bonds (30 year maturity, 
"hf:h sticu!ate that the con=ensation 



and coerced thin into not
(ii) 	 -some ]an(llords have it itmidal ed tenants 


arT)]ying 1or their ycnted lands;
 

or(iii) Some tenants rent f2rown friends, fzimily mixrs tleir cconanic 
"peers and feel obligzated not to claim these parcels, and 

live in
(iv) 	 Some potential bemeficiaries are unaware of Phase III or 


insecure areas where jirpleracntation has been difficult.*
 

move 	 fram one parcel of iand to another every 2 or 3 
In addition, sorme tenants 

years and follow a crop rotation system. They may believe that they could 

remain on the parcel for thirty years,
receive title to one piece of land and 

being trapped in a vicious circle of soil depletion, increased agricultural 

and crop yields.and decreased incaxw:inputs (fertilizers and pesticides) 

however, see secur'e ownership as an opportunity to imnprove
Other caurpesinos, 

the land, which is hardly feasible when they were forced to move every year. 

are not located on or near land they
(2) 	 In some cases the tenant's hoce.s 

not pay 
rent but on other sites in the landlord's property, for which they do 

To file a claim would almost certainly mean that the 
tenant would be 

rent. 

and allwithout ccxrpensation, since the land
evicted from his hcre, 

improvements built on it belong to the landlord.
 

(3) There was a lot of uncertainty about the government 
and its action.
 

In January 1982 the campaign begam for the March 28, 1982 election of a 

Agrarian reform and its implerrntation were addressedConstituent Assembly. 

sone strongly
by several political pairties with diverse points of view, 

tended to go
against the continuation of land distribution. Agency staff also 

outcome and clear policyslow on implementation, pending the election 

from the new goverriawnt.directives 

the confusion associated
4) Uhe drop in applications n-iy also reflect 

The initial stated intent of this law with 	Decree 6 (passed May 18, 1982). 


This 	first set of theorics appears in U.S. AID/El Salvador, 
"Agrarian Reform
 

* 
in El 	Salvador, Process and PrCcgjress," August, 3982, p. 29.
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Fxhibit 7-5 

FINATA's Original Goals for Phase 1II (Decree 207) 
of the Agrarian Reform 

Year Area (has.) No. of Definitive Titles Percent 

1.981 21,600 15,000 12
 

1982 28,800 20,000 16
 

1983 43,200 30,000 24
 

1984 43,200 30,00() 24
 

1985 43,200 30,000 24
 

TTAL: 180,000 125,000 100
 

Source. PINATA, Plan de Tnmpemnvtacion de Dncreto 207, March 1,1]. 

was to encourage the production of cotton and sugar cane by minimi zing the 

uncertainties and reducing the penrceive] risks relative to the reulta]. of 

cotton and sugar cane land. The law in essence excepted this land frm Decree 

207 claims. Since tenants could not claim thi.s land, it was assimy-'d that 

landlords would be wi ling to rent 4-' as bX:fore and therefore no land would be 

held out of prcduction just because the landlord was unable or unwilling to 

farm it directly. }owowvr, the legi siat ion thiJ\1psc.x] the Assenbly also 

erpanded the suspension to j.nc.1u. ]I rentfl for ahsic grain and liveStock, 

which covered just abo-ut all the land and so w widely interpreted as a de 

facto repeal of Phase III. 

The Assfmebly then reversed] it!-elf ;cnewhat, rkasng Decree I On May 27, 

1982. It explicitly guaranteed the rights of actual and potential Phase III 

beneficiaries: 

Protected are: (a) those Ib',eeef iciarier; who have issuedixen a
 
provisional or definitive title by F-INTA; (b) those: with
 
pending title petitions initiated prior to 11avy ]8, 1982, and
 
(c) those potential. beneficiaries enjo.ing "tonancy" on ay
 
6, 9180, and qua].i fying as reformi-.ix, ci ar' e bu:l who had not
 
.;ul I.i 'ted a ret.i Lion at thc t.iir thf,, , nc Was
1, ] '.1i.silat mn 
enacted. 
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uc ° 1,I ( i,I .:(A 	 ] I1 1 ( I'(nt 1Xvor:;yrticularly as iti,;
1111C. I ('|l|" y" | 1un 1.; 11 d 

might lxe applied to urc<1 to cdi.;qit] ty cvict( ,,;, who wul d not be in physical 

as the result of eviction, even though el.giblepossession of a piecc of 	land 

The Study Team has not heard any instances in whichin every otlher re.sp'ct. 

such an interpretation has been 	used to di.squalify an applicant, however. 

(5) 	 Another e:planation for the decli-ne in applications may lie in the 

Phase III iX-nefici.ary mu-S-t "stepclimate of violence. Pccau.e the potential 

entire phase is very sensitiveforward" to initiate the relorm proce.s, this8 

to threat, intimidation or violence by landlords. 

(6) 	 A few criti; suqgqcrted lhat a]1 €i]Palified Ix,neficiaries had already 

].st or other basis for an accurateapplied; as stated ab e, there i.- no 

estimate of po-ential bneficiaries. After tiilk.ing with applicants, and with 

other tenants who were just standing iaround the area trying to decide whether 

to apply, the Study Team consider!- this theory extremely unlikely. 

(7) We believe that there are still miny potential beneficiaries to be 

enrolled. Sofre potential Phase Ill applicants were evicted from parcels of 

beon reinstated. (Since
land to which they are entitled, and not all. have yet 

, that the landlord many do not live on the rxil. evion often mrely ieans 

The exact nunb-er ofrefue-s to rent any plot to th& 't(.' .n-nt this yar.) 

evictions s unkncywn. FINAT"AeQ-WiItc" 900 evictees prior to the March 

puts the number at 4,792 as of IDeconmbr.2, 1982. About half haveelection and 

Len reinst.at1-ed (see, Exhibi.t 7-4). Est.iiintc:, nwide by uIYS tend to Ie much 

hiqher, to the point of .iTT)]au.'Jli 1itv. Pi"A'.; recent survey estimates that: 8 

percent of the l-Decrce 207 bcnficju-ie; (or alKut 2,600) have becn evicted, 

wJt.h1 tihe qv-ealist 111111 r 	 ¢(*-urrinq in Peiout TV. Evictions represent a 

the P1hase :]]. reform process, and alsoserious threat to the va]:idity of 

di scxurago pent-ia. bleneliciariefs: frun mnki ng app] i cati.on. 

141 



(8) Finally, w.ithout a doubt, one rea.son appiclti tions were so lcw iJn 

June 1982 was a dir-ct order by the Minister of Agriculture telling FINATA not 

to receive ncw application,; fi-mi elicfibl]e benefic.iari.s. This order was 
announced May 18, 1982, the sam, day Decree 6 tox)k effect. It wan't unti] 

'June 3, 3982 that the order was later reversed and FINATA again xgan
 

accepting applicati.ons. (The l, nmbers for June mainly reflect a noiTr-n]
 

delay in the pmot.ncg of bLatis.LJs iIn F.INATA's centra] offi.ce.)
 

E. FIN1ATA S MOBILIZATION CAMPAIN 

As shcA-m in Exhilit. 7-5, Decree 207 app]lic ations begqan to rim-v in July 

1982. Ore factor wtoy have len the chine!:; in the prv,isJorial governrInTt and 

the apxointrcmt of a senior officer as Pre-ident of i']INATA. The uceneral stalll 

of the mil.i.tary a;d roepa-tir nt c(Amv]or; of- t he Armc.xl Forces a.1so ercouraged 

applications by reinstating Decree 207 beneficiaries who had been evi.cted frrXn 

their parcels. By Auqust, 1982, 2,331 beneficiaries (cut of the 4,632 

eatimatcx by FITMlTP to have bxen evicted) were reinstated on 216 properties. 

President Maq!ia, cabinet ministers and ranking army officers were prcm~inent 

in attendance at titling cerc.mie.,s, and in their spe ches, prcqiscd to 

resolve the Phase IJI :imTAcn'.ntzLaion prohicrs. * 

Although there was a notico,'ble inrcrei.',.: in ]vcre.e 207 aplications, t.ho 

absolute numlber ap,)] yinq wils '.] at ive] y sn]W I covrptred to th ex(-pctcd numnLxer 

of benefic:iarie;, ,;o FPINATA (]-idd lo take it.; roq.ix~i out to the, caln)C'"'Alios. 

* Chronologi.cally, on June 2, 1982, qovernment officials and military 
authorities bXgan thle public delivci-y of land titles. June 4, f:i.rst 
definitive titles delivered in a cerefnony in the President's hous-e. Also in 
early J e, the mil i tarv began ti ..]3-eblici zeil rel Imtatc .rntof cvi cted 
beneficiaries. On June 14, Col 'orres was namiid Pre.j dent: of 1,lNATA. On.June 
28, FINATA bcgan a radio cim.p.i rIn asking ev.i cted] }n'f I ci aries to r(,ix)rt to 
FINATA. On June 21 , FINATA betm a nat~iornwM(] zrmc~dJa c-'anxii-gn t.o jncroase the 
nuitube of hemefici aric..:. On *July2, 1982, Docree: 13 wts enact:ed, revJising t-he 
.. pie~m.riting regulations of Docree 207 to facilitite the process. 
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911o iobi le t-ei:11u; were typical.]y ' I 
: ';Ed of 4-fl young functionaries, t(o 

iwiny to )v a y t cie city, t:h,iiitimidod ( 1 a rue,'il it It e. In (:apJ.ital 

President of FRINA'A coordinaited aictvitLie; with the Minister of Defense and 

Public Safcty and the Minister of the Intvr.ior. Soon 34 prorters were 

other teams with 14 m-oreworking in teams in Region I, and by Novmer 15, 

began a campaign in Region IV. 

Earlier, the FINATA "prcxr)tters" revicwed Decrees 153, 207, 6, 1, and 13, 

and were trained in the correct filling out of the application forms, and on 

the rights and responsibilities of beneficiaries, ex-o%,rners and F]ITA'f. The 

in ]eclion I (1)pts. of Alluachapain andfirst rnbi.Iization unit worhed 

3 to 30, and in R.i nn I T (Deld s. of La Li xertad, SanSonsonate) frcn Novem-er 

Salvador, Chalatenanago aid CuscaF.]Mn) frcail Nov('flx " 23 to Deccmber 5. The 

-
second mobilizai:ion unit worked in Region ITT (Depts. of _,a Paz and San 

-Vicente) from Novcmber 25 to l)kxenlxbr 18, and Roion TV (Depts. of Usulutan, 

San Iiguel, Morazan and La Union) frxn Novenlxnr 35 to )ccc-mber 22. The Study 

Team observed them in Region i, IT and IV.. 

Another -art of the irnbilization campaign was "one-on-one" promotion by 

campesino organizations i-n the fields. We did not have s;ufficient time or 

resources to evaluate the e1f(cl:.ivenes.s; of that: effort-, but app] cants whcxn vx 

all said that radio was their rvtin source of infornvtion about thejinterviw(.' 

opportunity to ,ipply. We did aieeIIC; prcxiinter wrki. outside F FINATA 

office in La Union, an.,vori nq raiqu-stno guwr;t, o.ns about IXcrce 207 and other 

reform vrasures. Duriniq the Stdy c(,amf'-s vi.;it, the UCS prcmoter a] so talked 

to 10 landl ess lao)I-ers who cau., up lo ;),-k howCM they could get land. The 

Lhat hey should organize a group, sign a ofItitiori,praoter's res .)nse was 

and sul:nit it either to ISTA or FIAIA, for iny land that might iLrccme. 

available. The UCS prxr)ter told the Study Tc-,am that he no longclr vorked the 
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villaces, "for fear of Ix_inq shot," but that he felt he could help FINArAI.' 

effort by wo:.king anong the camnlx s.inos who wre outside FINATA's Offices, but 

undecided whether to enter and sign tp. 

The mobile teams have clearly steppxd up the rate which newit 


applications are 
filed withl FINATA. Frcw June 28 to l)ecmiber 3, 1982, the 

ntmiber of applications was double the nimbr in the first semester of 1982 

(Exhibit 7--6. The bottleneck nrw apxear to:be the j ocss that qrznts
 

provisional and definitive tJtl:e(s to Land. There is a big ]x jam
 

accumulat.ing )eted and
Ixtween ear fJc]cl !;urveyn the iFsuance of definitive 

titles, which we di.su(Lss lc_-lo. 

Exhibit 7-6 

Corparison of FINATA Activities Dur.ing the First Semester 
and First Five Months of the Sccond Sehuster in 1982 

January 29 June 28 to 
to June 28 December 3 

Appul ications rereived 47]0 	 9079
Provisional Titles Issued 9598 2358

Field Inspe't.inn. Made 41197 5675
 
Definitive Ti t]c,;c siued 103 
 305
 
Owners Peceivi nr Ce-i.-nsa ion 8 	 90 

Source: F1fIvffl., 

IDECI A}AI']ON 'Il IH 'J' 111,::13. 	 i-'pa lJ)I E'''J A IS)NG 1.OADA 

The process of converting tenants of ]and info Jandcwmers is crucial to 

El Salvador's agrarian reform. Wheun the current authority of Decree 207 for 

renters to register with FRiATA expire,; on March 3, it1983, is estirated that 

close to 60,000 clainms will have bee.,n registered with FIDATA. 

* Thif sect:ion 7raws heavily on a 	draft reo.-t by M. Rcxjer Soles. 
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Via Decr ec 842, 'INAT'A will al)w l' :([,flJb]L for the individual 

parcelization and isauing of titles to as n,;!iy as 14,000 ninbers of those 1S7'A 

"tradit.ional cooperative:s" which have been determined to )x, not econcaically 

viable as production cooperatives. FINATA miy also buy land, currently 

"frozen" so far as sale to anyone else is concerned, in the 300-500 hectare 

range. In sum, FINATA will play an inportant role in widening El Salvador's 

agrarian reform to include the largest possible nunber of beneficiaries. 

It will not be easy, howevr, to deliver many definitive, registered 

titles to ].and. Thie land titling pr(oess is cvincrsonr and severely 

constrained by an archaic system that does; not register land by area, but 

registers all land in chronologlical order of transactions, indexed by the 

cwner's name . Instead of hxing al,](, t i)say t hat such and such a parcel of 

.land has hvd hese cnerr, the registry says "'T'his Irson has had these pieces 

of ].and." Tis .systemwas perhaps useful when the nmmber of pople who 

"mattered" was only a fcw thousand, but tcxlay it is hox.essly obsolete. Most 

other count-ies now keep records base.dl on the property unit, recording the 

sales, divisions, mortgages, etc., that each unit undergces. In the 

Salvadoran system, the ]an'kowner -ather than the land, has been the focus. 

At a glance the proc(dura] steps in -inipleintinq Decree 207 lox)k 

relatively simple but, in ;enc., t.:I r-y are v( 'y dleti .il ed and an overwhelhEd 

staff is running zlx-ut tv.x) years- lxlind in picx:es!iJnq land transfer.;. The 

basic steps are I.i,-ted in LE:hihit 7-7. 
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Exhibit 7-7 

Steps in ]1"plcT.ntinq Decree 207 
(Ph1a,;e Ill) 

Administrative Step; The 	 Process for the Tenant 

1. 	 Identify tenants who nave th, lc-al right 1. Applicatjon filed ­
to claim a particular parc.] of land; receipt issued 

2. 	 dcMtify that -arcel and prel-ire a legal

description;
 

3. 	 Identify the current awnrr; 

4. 	 Deterrnnire the Laind's value; 

5. 	 Negotiate agreen' ni-s or adbniini.!;rative]y
 
resolve any dif:j utrs;
 

6. 	 Record the action into the cadz!.atral sy;txmi; 

7. 	 Pjqister this transaction in the land
 
registry records;
 

8. 	Issue a provisional title; 
 2. 	Receive provisional
 
title
 

9. 	 Publicize these provisional tranneartion!.
 
to notify others whe bl.ievc they have
 
riahts to the 8j f-ctr-LJ ]ai;O, provi cln an
 
opportunity to cortst ;it;
 

10. 	 CFn acc-unlt ihro)u,h wihch t hr benefliciary 3. Rceive definitive 
Wj I ilk!I-e( ;4,wa I. i : t ion payirt . It:I' I d ayi 	 title 
appl.caZble ta.: -; 

1. 	 Establ.i -h recon:; to ccir a I e foninr land
 
c-wners; and
 

12. 	 Issue bonds and ira)-e cash payrents. 

Note: The provisional title bex-y issued before steps 4 through 7 arecanpl.eted. flc%,ver, xfore the definitive title may be issued, all
the 	rcrn-iniriq stops rirust Ib'e lone, including field inspections t:o 
complete the neces!:ary verj fications. 

Source: AID, "Irrporirentation of the Prcxgram," March 30, 1981. 
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3. A]prli';t *ion and Pr,qi:;tration. 'Me ,tpp] ication process itself 

con 	 r;ts of 15 fqx'cific s;t-ep;. 'he ieailt is a ceiLif.icate that the clain-ant 

jI.K(.r.i]XI spec.i fjed by the law, hdi 
was indeed an eligible renter duriiq t he H 

This process terminates with the 
not om more than 7 hectares of land, etc. 

the back of -the
issuance of a "Provisional. Title," usually stampcd right on 

original application. The provisional title assures the former tenant of the 

and reap the harvest, which represents "de facto"
right to cultivate that land 

ti.tle also provides the holder with 
implmelntation of the reform. Provisional 

easier access to the BFA for production credit, replacing the letter frcn the 

the BFA usually (Jinds before financing tenants. The Study
landlord which 

Team heard second-hand reports of a few cas..; where a provisional title holder 

unable to ronfirmn or refute the 
was denied BFA productior credKit, but was 

also possible that the applicants in such cases were rejected
report.. It is 

for other reasons, such as had previous credit records, or tardiness in 

BFI.A to do field verification because of the
applying, or the inability of the 

civil. conflict in the area.
 

"Iegal Transactions" offices
2. Conpensation. FINATA's Depairrnntal 

attempt to confirm with landlords that the claimants were indecd renters of 

the spcified parcel durin ;pecified i i(xds. The landlord is then invited 

to request ccxTlpensv tion for thosoe sj*: ific rarcels. This process itself 

on the landlord's willirgness
consists of 15 to 19 individual ;tep;, t. nd.inq 

to cooperate in the proc:cs!5. FINA'IA (.lcounter: signi ficaunt resistance, and 

only 923 landlords have azqred] t:o enter into indcinization proceedings as of 

are register.ing on 
November 29, 1982. FINATA esLimn.te thtat 20 	 to 35 renters 

* 	This system is descrillwx in Alfredo I 51:cz-Cal-]ja P., "El ProblaT del
 
frent:e a] Otorgamiento de


Sistcjio Registral irnobi] iario de EJ ,i]vador 
del


Tftulos Orjqinado en la Arp.icacjen del lD-reto 207," Servicios T6cnicos 


Carjlx-, UFAID/E] Salvador, Novcni)2r 1982, p. 15.
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an average affectcd property. Therefore, we .estiite the number of landlords 

who Iust be ccmrnesated, for tiie 46,000 applicints asto date, sancwhere 

between 1300 and 2800.
 

3. Field Inzpect:ion. T'his stage includes 22 steps covering property 

location, identification and no'asurc.PKnt for valuation. During this stage the 

Instituto cogrdfico Nacional (TCN) enters the proces, supplying aerial 

Exhibit 7-8 

Phase III 'rojx,ri-.es Slurveyed-by Noversbxr, 1982 

No. of Parcels Nunber of Landowner 
Department Ident i fi ed roxerties Comr]etd*P_ 

Ahuachapan 	 1,967 
 *56 

Santa Ana 	 1,976 
 35
 

Sonsonate 
 1,920 36
 

Chalatenango 123 17
 

La Libertad 
 1,911 50
 

San Salvador 4113 12
 

Cusuatl, n 
 139 23
 

La Pax 900 35
 

Cabanas 
 457 
 9
 

San-Vicente 
 277 13
 

Usulut6n 
 550 42
 

San Miguel 
 458 
 23
 

Moraz'n 
 613 
 22
 

La Uni6n 
 521 
 4
 

Totals 12,225 
 367
 

* 	A property survey is considered cmV]et-cei when al] tle parcels of one c~mer 
that have been claivxl ,,re surveyed. Source: FIYTA - December 1982. 
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for the Field Inspection Team (calledphotographs and teclinical per,;onnel 

"Cni t e Arario"). In act.ual :,r;ctice, h eve, the ]N personnel are in very 

short sufply. Unlike I5'PA and INATA, ]GN did not receive any additional 

financial resources to handle the increasced workload created by the agrarian 

reform. The result is obvious; see Exhibit 7-8. 

On a nore mundane level, the ]GN is also behind in filling FINATA 

requests for aerial photos. The pm)birn is one of developing Pn efficient 

meains of borrowing, using, and retuningI-he photographs for the next users. 

Before FINATA can obtain title, and4. DeterTninati:.n of ]ancl]V,,es. 

hence. crant definitive titles to its beneficiaries, it. must ccaipensate the 

fori-er rer. Te first. !stp i s t I i x I lh vIue of the entire area affected 

by the renters. The chief' woajxn of- the. ]imid.lords is the threat of filing a 

civil suit demanding hicgher cx-Aqxnration. Ovners oft:eni threaten to sue, 

to qive definitivekncA.7inq that FINATA is under prossure to imr)v quickly 

titles to the crnpesinos. llm'x'er, there is .-.uctiiTY. pressure on the owner 

as well. Specifically, even though he no lonqer has the land, his bank loans 

continue, and he has to pay interest, until he and FI ATA reach agreenmnt and 

FINATA pays the hnk. In sc i cases, FINAPA's; valuation of the land, and 

hence the copxonm-sation, is les.s! t an the i,)rt(uie debt ,-ecured by the land. 

In other words, the 1,(, 1y INA'T'A for hi!" ],-,rd, but it woulddneer would p;ii(1 

all czo and vAl jiw,(.'y.to the bank he i,]] C.A , Aplx-.i-( etly, in 1978 and 

1979, ]iid values v_'re higl]y .,'cul iv,, and nirny wurs borrowed heavily 

but did not invest the pi x-ec1d; in the land. Fxhibit 7-9 gives a breakOcln of 

tie 207 lands hy size and loan .Aiitus a. of N()vcmlxr 30, 1982. Al<,ut 257i of 

the lands !cquired by F]NAT/\ wi(, ple(d(p] as; ;ecurity Ior bank lxns. 

By law, cnsTc.ntat:ion is bas-ed on the average of the ckner's 1976 and 1977 

tax declarations. In the absene of a 1976-77 tax declaration, the former 

owner's ciipensation is determi.n(-] by FI']MP'rA on Hie basis of the ]E,nd's s-oil 
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1;xhibit 7-9 

By 
Ownership of F]NATA "207" Lands 
Size and-Loan Status November 1982 

Size Category 
Without 
MortqiSe 

With 
Mortgage Total 

Less than 18.2 ha. 336 82 418 

18.3 - 35.0 ha. 82 36 118 

35.1 - 52.5 ha. 49 19 68
 

52.6 - 70.0 ha. 41 38 59 

Larger than 70.0 ha. 132 71 203 

Tc La] 640 226 866 

Source: FNATA, Novcnmer 30, 1982. 

Notes: The largest sing]e property listed without a mortgage was 980 hectares 
and the largest single prope-rty with a mortga.e was 703.5 hectares. 
FINATA plans to pavy first those owners of small holdings that have a 
a mn.-tgage outsbandinq. 

type and classification. The picture is ccnplicatcd by the problem of 

determining the value of that fraction of the farm which has been affected by 

Decree 207. Thirt:y-nine (39) steps have Yeon ident:ified in the process; 

FINATA's Dc-partiie-rtal "Cxnites Aqrarios" carry out 10 of the 39 steps and the 

central 1DioiJ neeri ng offi(e in San Sal]vador i; retslnbihlo for the rcrr i nder. 

Finally, FINATA's 3oard of lirector." Ihas. the final i:uthurity to set the! value 

FJNATA will. pay the c,.:ncr -- except that the (-vcr can still go to the civil 

courts, with the consequent problem of delay, disorder and possibl.y 

corruption.
 

5. Payrirnt and Title Transfer t:r) FTNATA. Once the land value is 

determined, the landlord must I corq:xnsated and the title of the portion of 

the property affected transferred to PINATA. This stage has 23 consecutive 

ste-ps and involves FINATA's Central Judicial and Financial I)pearirmr.nts, and 

tie relevant Departnent Judicial ;(ect ioiS. 
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d(l)it h ie on thi rt rticilar"C()(..J q". of~IaIy Om t.tt .111i(il( , ,' or 

Tax 14-venue Department, q11i,proFerty must be .oiught frcmi t -Centra] ).irect 

National Banking Sy!;tcmi and the National 1&(.Jistry Syst. m. Any liens against 

the landlord',s property nl;t be settl ed( "ex-ante" by FINATA by deli vering 

bonds to the relewnt hank, credit:or, or tax office. F]TATA should alFo 

dctermine if the ey-renlters have, rvide rental. p;ymrnts to the landlord after 

£ili ng their ciailrn; .if :, t z,:e m:;t ai1o he ,uhl ctt Ce frc the 

the landlord aind the aTi)unts to be paid FITATAindcmniization pi Iby FIAI'A to 

by the xmefjc-iarjes. 

If the not- i(l!thc on ii iellm)unt of the indc inization, or on]andloid not 

i hn F1N' ,i n txWnc Is, 	 i must publiish thethe prail:ion to he } iid in 'an1, iid 

After 30 days, if thevalue t has det(,tvi,-d .in the "Diario Oliciil,." 

l.andl.crc s.till dces not. appear to claim his crvjxn,.,tic:n, then FIN TA dex)si.ts 

the smi -- 1x)th ras.hi and bonds- -- in hi ;nar, in the BRFA. Thereafter, FIIMAA 

can claim title even if the ex-cner refu.e.; to sign 1he jxrpers. 

Thus far I.NATA hlias ccTpl ,tird 79 1eqal "Acts of (land) Transfer" which 

have indemnized 82 former Iandlord!;. Consquently of the 177 prolx!tiep 
are still jAn this staie, of the land transferapprai!7,-3 as not:ed earlier, 713 

pro -(s,-s. 

The Stucly Tc,,J wo, t l I,'IIAt '1 I c' ;' c>r thejol - ,t A'!" ]r, ic'] cx.ufiplet, 

neccs..iry dccunc nt cit. cn at I),(h r;t(. of' v(- t)()(,i,'-ty t-r cLay, ill the Ic, al 

ase..cts, and t-vK) a dly for tUlr ne(e'sary f nnci al. dcx-ui;ntation. This rate 

seem;, unre Aistic. It is srmely onIcly o:;.ibr. if other .INA'JA staff have 

already c lAected ;all th, ne ,*e ;, y .inloiliit i ral , d( -uwniiurt s , an (cc,,:J,,inces, 

and if ,m.h(.'-ie all ill order, ,ul ill tlhu',:- ut llim (*()ildit jion: 	 th<c'y ougqht: to 

told that forl cr; '11iSttly Teilm was 

FINATA as for :R-3A, meny of thc r Ojx.rt:i("n turn oit to 1 ncorroctly 

reqsifrtcred in tihe: V't ironal l.qif;t(e-r. 
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Once al]l. of those prob]ems are owr(-rv.-m and the c(uip::-liaton received by 

the landlord, or at les;t depo-ited in a hank .in his nan , FJNATA nechd to 

have the title legally re:;if;tered in .it. nain with the land regist-.ry System, 

before it can proceed' to the next ,;tqr.'17wh recont AMl) cen;u)tanL' repxort: on 

the land regi strijon pro'(Ntures, t('i< pl)revi ol: y, po.i nt, out the tremendous 

xck]og of tit]e appl)cniti¢ rljIac.iq tJhie Ni-i mi l R'hqi!try System frau just 

the "norml" opcrations, in I-1 Sa]vador. Well, over 100,000 docunents 

conrernina business licenses, rnrt.ja(pqe, and t.tles and other transactions 

which must he legally rec.istered, are sti]l wa ltinq prcxessing. 

Under ti.r.! r( in force in Salvador's Registryv, thecelitlry-old .oe-dure,; 11 

nondl ]eclii. registrat Jon procdures,, incl)]ude 1) jwijor prcex.-sses and 44 

specific sub-pro,esses, which gcjmera]]:'y consulf, lpproxjmitely 1] nnths of 

timx. Thus far, hcw.'ever, FT.A'IA has byen able to qot the Pegistry to give 

spec]a priority Io re(qistern n i.] e in ir:. namn, without waiting the 

"norii] " eleven nonths for this to hilpp-n. (Mich of the delay or.iginates when 

doc Trts are mdslaid in a chaotic work rocmr; F,]NATA and other governnnt 

agencies station several of their c.n staff in the Re.,gistry just to keep track 

of rmpers that interest them, and to Leep th(m InOviliq alon.) 

6. Adjudira'ion tarcel.I, ci ario!;,. this "final " stage,r 1(, 17of to During 

of FINATA' s land trans.fer prcx.:;!, i t :; Ce-t ra])l 1ic(',Iriwnts of F"inance, 

E.:nqi ncerng, Law, and its Ik'ard are., Jqai n invo.l v d , as w( as the 

Depart-mntal Offices. In this staqe of the process, the technical cadastra] 

work is comp]etod, a farm rit.rt-gaqo ;xiyirnt schedul( is determined and 

approved, and a defini live title j:i i.sued to the x-neficiar,. The title and 

the mrtgage are then leqally inscribed in the National land Fegistrv. 

Seventeen spcific steps are reuired in this process, and six central. office 

staiff work on throe task.,. 
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Four techniciarc3 in the Fi.nnce Of icc prepare farm "nort:jage schedule,; 

for each prcel. Thus far this office his p)repared norbqages for 947 

individual parcels, carved out of 44 prqoerties. At the t:Uir of our visit, 

they were working on the individial parcels located on 35 wore properties 

which have been legallv regisb.rcd to FINATA or for which "Actas de Trans­

ferencia" have been drawn up aLny! arn-cved. Usua.]ly dlir-;e te-chnic) ans can 

process mortgages for all the individual parcols; on a particular proTprty in 

one day. 

'IWo I.rkyers in file Lxgal Of fice th(.en prep)are "4r'xeol r.inutes" WILich c('!er 

all of the individual axircc!]e.- on a pi--op-rty. lhca 1~ave only c(nipWeted suclI 

Model Minutes for 44 properties, but estimatc they could do tavo a day apiece. 

].Icze Model Mjnutes are then sent to the relevant rI9xo'rtirental Office 

for processing into defitive -i ties for the cmuiesinos who registered under 

Decree 207. T1he Departmntal Offices have completed the legal paperwork 

processes on 747 individual pilc(il.; so far. As of our visit, 408 definitive 

titles have been given t-o cain) ;inos and 339 more are ready for delivery. 

Al.though FINATA hen abLe to get priority for the registration of 

titles in its nan., Uie rcistry of thie defiritive titles for beneficiari-; 

has m-)vc!(1 rore sladiy and none bJve actt:WIly beIon registnred] yet. Peirhap:; 

it is le:;s urgent; thue ex-u..rer can no ].ong-r chvAllenge the rights of the 

beneficiary at this stage. lhIdciver, a f[.w otiier proble, have apfx-aro] at 

this stage, so far. In a fcw c;Is, the Ixsnieffci.ri,- hlivr rcfi ;.d to accep)t, 

title to tile( r c' ]. ; l.2C i(j;-. tilt,' ixslii v l,tlt! [ , i7 rii. : L r' if; tiy<] lliqh! 

aylI tlY wint ]it ' rc - * ac ",t. (ti .IN I'A si ailv(,. ,.c l IIs r Iti, .. .taif 

also rc'pi rt-ld ',]hliemt ; ill qh[.I.11 V 'i( ](, ' ti) carrIy 1]out. lti noti.ficat ion tia: 

field vi!;its of thie final tit; tJie veldci..; are al.] x.ing u-se(l in :tioe 

car~mpign r) ip Irr)re 1x)tiit..i;1 l n( f iciarie.,; Iesefore tho f.i-rch 3, 1.983 

cutof f date. 
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C. 	 I)EPEEIE "207"dI EFl CIARY ATITIMDFs AND CIIARA(TF, ..1P]CS 

While the available data on be'neficiaries of Decree 207 are 1xased on 

larger sample sizes then those for Phase 1, they come from fewer sources: 

- A 259-case sub-ar;uple of the 1978 Pural Poor Study, and 

- A national sari)le survey of 1073 Decree 207 lx:neficiaries. 

RURAL 	PCKDIZ DATA (19713) 

Although as a nile they k11c(w notLhinq of exlx) t crop cultj.vatjon and 

little of vrrking in large-scale enterp-rises such as those of Phase I, the 

ex-renters of Phase 3II have scmn relevant, experiec,. They have heen renting 

and working parcels, albexit mnv i, and n-aking nmnagerial decisions. (ee 

A.ppendiX: for a carqai-ison of data for the two groups.) Unfortunately, in the 

Rlural Poor ca-.parison study, using data frm the same source, the cateaories 

reported are not exactly cxiparable. Nevertheless, it: can be- seen that the 

level of land access i.n the Decree 207 group in 1978 was substantia]ly higher,
 

and that their personal access to credit was twice that of individual
 

potentijil )erneficiaries, of Phosc' 1.
 

PEPA 	 "207" STUDY 

In early 1982 it becanu( cl]ear that sc~fne detailed information on the 

characteristics of the Phase Ill or "lecree 207" bcrli iciaries was needed to 

help FIlThA insure the full impleentatio of the law. The MAG division in 

charge of Planning and ENaluatjon of the Arrarian Pefcrm, PERA, therefore 

carried out a national, level study using a stratifi(d random clu.-t.er sample of 

beneficiaries in all four regions of the country. Because of the civil 

comflici: going on, especcially in Peaiion ]TI, the sanq)]rP in that area was much 

sviller tha;n in tlie other areas: 

RGTON I I III IV 

N = 425 282 50 316 
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(P.190data for tli s k, .. 
F''hi hit 7-]0 p,1L':,'t :Uc:12 of th 

The Apexndni 

T.u povurty and lack of ainities such as 
study of Phase ]11 lxncviciariee. 

evident.sanitation arepotable water and 

study of Decree 207 
the only ccmplete socio-econmicSince this is 

scw of the itces in 
at this tine, we will discussavailablebeneficiaries 

to 'ount a second irojor national beneficiary study in 
(PEA plansdetail. 

January, 19 8 3 ). 

ranging
reponrted-] working iarcels of land 

The Decree 207 beneficiaries 

More than half, 54.7 percent,
to over 3.5 hectares.

frmi well below a hectare 


-- ihe'm;n are definitely small scale

' r-F- thn 1.40 hectar -!-;

reported renting c 

than hectares.they worked more 3.5 
than 10 pe'rcet sad i h'tfanrirs. Joss 

on aa pattern of smll holders 
The conscquences of crystalizing mch 

It is not known to what extent 
l-and are yet to be determined.single piece of 

the past or allwed to Lie fallow. Whflat can 
rotated inrental plots have been 


small land

that by definitely tyingthe. .ncw. 

be foreseen with ce.tzinty is 


of that piece of around is
 usemore intenmsive
holder to a specific plot, 


soy be gradual depletion of soil
 
take place now. The cons.qluenceslikely to 

couldBut the security of tenure 
nutrients, and minerals, and a loss of tilth. 


plant trees, and adopt conservation
 
to build tcrrac(r!;,a)so lead carrNesinos 


the previous
 
practices that would actually be far )x-t:ter for the s-oil than 


after it is cultivated.
the land fal.ow the year
practice of leaving 

in ca.-h, 
Most of the respondents (84%) repxormted that they paid rent 

contrary to the sharecropping ccmrfn else-where in ;ttin American land rental. 

since the Decree 207 
easier for FINATA to collect for the land,

This iwakes it 

ue of the
 

,lre( ;ccuS.cOWd to payinq :. In c r; for the 
beneficiaries 

land. 
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Most campesinos rcported hearing about Decree 207 by radio (70%). 

Caipesino organizations and talkinq to other fxneficiaries were the other 

prevalent ways of learning about the decree. This confirms that radio is an 

effective en.ans of reaching the small farmer, including those who are 

illiterate, in El Salvador. 

CROP PRODUCTION 

The crops produced by the Decree 207 beneficiaries include the basic 

grains which snvi.i holders traditionally rai.he for su))sistence; 65 percent of 

the area cultivated by the respondvnts was in corn and lx'ans, and the other 

main crop war sorghumi. 

The responses to the questions "to whan do you sell your crops?" were 

particularly instructive. Only a small proportion is sold to the IRA 

(Instituto Regulador de Abastecimento), the state-rm agricultural comodity 

corporation. In field interviews, the Study Team found that far froan being 

the reliable buyer of last resort for the farmer, the IRA was very choosey 

about quality, and often refused grain. The IRA purchased a substantial 

amount only in the western region -- 17 percent of the grain sold by Decree 

207 beneficiaries. most clearly prefer to sell to the intermediary who comes 

right to the plot and pays for the crop on the spot. While this may yield a 

]7,,er price to the farmer, it eliminated the need for him to hire 

transport.ition or to maintain a vehicle himself, clearly not a practical 

alternative for most Decree 207 beneficiaries. 

Nearly half of the sample provided no information on the sale of their 

crops. This may reflect a lack of surplus over home consumption, or perhaps 

the use of bartering arrangerrents, which are frequently arrived at by farmers 

all over the Third World. 
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'J :IIN1 CAL ASSISTANCT, 

Only 13 percent reported vcceivj1(j tuchnical as.;istance. Of these, most 

got it fran the BFA. This clearly presents a major challenge to providers of 

this ingredient for successful farming. The Study Team believes that one 

potential model for addressing the problem is the Solidarity Groups, which 

have already succeeded as a rechanism enabling many Decree 207 beneficiaries 

to get access to production credit. 

CREDIT 

Before Decree 207, 22 percent of the respondents used bank credit; after 

Land Reform the figure rose to 36 percent. Solidarity groups were 

instrnental in the arrangements for 24 percent, or two-thirds of the 

borrc7,qers. Another 24 percent, not ni in solidarity groups, said they would 

like to participate in sane organization. If there is to be any efficiency at 

all in providijg technical assistance to M-re than 50,000 Decree 207 

beneficiaries, they will surely have to Ix! dealt with ji, groups. 

Si-nce the solidarity groups are already functioning for credit, the Study 

Team suggests that the extension service vx)rk with thmn to provide access to 

new seed varieties and technology. These groups might also be a vehicle for 

pror ting crop diversification, soil conservation, major investi.m nts such as 

terracing, drainage or irrigation, and even cottage industries and .iTil-'ca h 

processing. 

QUALITY OF LIFE 

The level of living items roflect .s)nrextrine2y serious problerm for 

Decree 207 beneficiaries. On the average, half of themi are illterate. Half, 

(51.6%) never attended school at all and another 19 percent went for only one 

or two years. For all practical purposes, 70.7 percent of the res(orndents 
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cou]d be considered functionally i]l.ileral::e. This is a serious constraint for 

aniy effort to provide technical assi;tance to the beneficiaries. The use of 

radio programs, so effective in attracting the initial. sign-ups, my be an 

alternative, but fundinrg for basic literacy courses and extension materials 

prepared with anple graphics and synbols may be neeed as well. 

Access to potable (pjlxd) water and scAw-, kind of waste disposal is abouit 

at the levels predicted by tuje Rural Poor sub-sanmpe. The housing conditions 

are quite simple, although earth floors and wood/mud walls are not necessarily 

inappropriate in El Salvador's climite. 

In su.ariry, the PE,.A profile of "207" Ixrief.iciaries corroborates earlier 

estimaitions of the nature of this ivjor group of agrarian reform participants. 

It also paints a picture of great need and an incre asing desire to participate 

actively in the economy. 

One final question perhaps sumis up the attitude of the bemeficiarieL the 

best, "Do you think that Decree 207 has Leriefitted you?" The responses were 

"yes" in terms oJ access to land, 54 percent, and security of vx)rk, 59 

percent. Nonetheless, the overwhel-ming mjority (92Y.) did not think they had 

benefitted through increased iniccnm. Access to laid aid secure work are much 

desired in El Salvador, and Decree 207 has responded to this dcmnand. 

D. UNPJ.SONEVD PJO1321:'PS 

1. Lxtensjon of the Deadline for Neu, Applications. Ie original period 

during which potential Decree 207 beneficiaries could file their clairs 

expired March 3, 1982. The deadline was extended for one year, to March 3, 

1983. The question will shortl.y arise, as to whether the deadline should be 

fur-ther extended. 

The Study Team is inpre.sed by the quality and effectiveness of the 

mobile prcotion tezi!L that, by going to riwi.i towns and villages, nake it 
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much easer for caiii-.sino trilants to file c.lafins. We talked w3ih capesinos 

who had just signed up at uchi sites, and all s;aid that the distance and cost­

of traveling to the Departmental capital was a factor -- along with 

intimidation or fear -- in discouraging them frorn applying before. Some also 

were reassured on seeing dozens of other canpesinos from their area signing up 

with the rrobile teams -- they could see that they were not alone after all, 

and that the landlords o.uld 5e unlikely to have than all beaten or killed, in 

reprisal for applying. 

At the sae timre, the promtion teams have not been able Lo work 

intensively in some Departmnts, because of guerrilla activity. FINATA staff 

told us that the guerrillas have seldom attacked themi, and at times when 

FINATA prcooters have beer stopped by guerrilla roadblocks, they have been 

released with good wishes. Yet we have also heard that in other areas, FITATA 

vehicles have been stolen in order to conduct hit-and-run raids, and that 

there are areas where FINATA staff have not been allcrod to enter. 

A suitable cc"pranise might well be to base the deadline on the 

percentage of potential beneficiaries signied up. PEPA is supposed to make 

such an estimate in January, 1983, on tie basis of a large interview survey. 

In areas such as Ahuachapan or Sonsonate, where the applicants already 

approach 80 percent of the estimated potential nunLmer, there is probably 

little need to keep the process open. Individual tenants can still be addcd, 

on farms for which claims have been filed by ot!her tenants; IINATA staff told 

us that the key to startinig the process for any given farm is simply that at 

least one tenant has applied. That has probably haprxcned on every property 

with a significant number of tenants in the Western DepartTynts. 

On the other hand, for much of the Central and Eastern area, the ongoing 

conflict has prevented the free ovenrnt of any agency of the central 
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government, and tenants may be less sure that the Army will be able to protect 

them. he Study Team has no information as- to whether the guerrillas have 

announced their Cm~agrarian reform in areas that they have controlled frcn 

time-to-time, but that could be a further source of problems whenever the
 

armed conflict abates.
 

In conclusion, we 
believe it would be appropriate to continue the FlIATA
 

registration program in areds with low participation tus fzr, by exLiding 

the deadline for signing up until one year after the civil conflict ceases. 

2. Mcxiernization of the land Rcegistry and t itlinq system. The problems 

of tY.? existing system have been merntioned acbove, and studied exhaustively in 

a reccnt AID Consultant's report.* One of the key reccrmendations is that the 
Registry convert from a systcm based on the name of thie landowner, to one
 

based on the piece of proporty as -the basic file uit. 
 The consultants 

rec rnend that the Pegistry ccrrnce a new set of records on that basis, just 

for FINATA transactions, alonaside the existing set for all other properties. 

(For the capital city, hcwever, they reccniwend a switch for all transactions,
 

effective with all transfers brought in hereafter.) One reason the P.egistr.
 

nmay well agree to bxcain with FMTATA's transactions is precisely that there
 

will he just three docunents to record for each new title: the trnsfer from
 

ex-owner to F'INATA, the transfer from FITIATA to the beneficiary, and the
 

mortgage in favor of FINATA. 
Then for 30 years, except if a beneficiary dies,
 

there will be.no rrere transactions to record affecting that property. 
Thus 

the staff of the Pegistry should be able to start out the new system wi th 
minimal ccuplications, and later extend it to all other recorded transactions.
 

* Weisleder W., Jaimne, and Alfredo Lpez-Calleja P., El Problerv del Sritaro
 
Recdiitra] Innrim-iario de 
 l lcwvaor fr(,nte a] Ofnramientoderpltu]osOrvi 1inados cn IaAn] jcac~n c]l I2'cr to 07: Pn!;Jblos Soluci.onen, Sorvicios
TCcnios el 
 , San--- vador,%vrh-T9-(.
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3. The Need for Creation of the Aqrari an Courts. No free society can 

long endure without a working judicial system, and El Salvador's inability to 

deal with homicide and other crimes is an urgent national problem. The 

agrarian reform laws contenplate the creation of a special system of aqrarian 

tribunals to resolve disputes related to land. Fxperience in other countries 

persuades the Study Team that this would be an extraordinarily good idea for 

El Salvador, where the government already needs to rebuild the court system to 

deal efficiently with other criminal and civ l matters. 

Although the usual. reason for creating agrarian courts in other countries 
has been to facilitate aqcrarian reform, in practice they have soon found ample 

Before the 	creation ofcaseloads in the resolution of other rural disputes. 

such courts, the campesino had no access to justice when sme-one seized part 

turned cattle loose in his crops, or the like. Such matters wereof his land, 


often dealt with violently, and the poor, unarmed and weak tend to fare very
 

badly. 

Agrarian courts are usually established with a panel of three judges, of 

whom two are agricultural professionals (Ing. Agronamo, M dico-Veterinario, 

etc.) and a third is an attorney. In that way, the lawyer looks after 

procedural 	 due process, while the other mr3bers of the court apply their 

and formal training so that the decisions made are reasonable inexperience 

the real. world of the countryside. The courts often go to the scene of the 

dispute, and hear testimny from neighbors right at tie site, thus greatly 

reducing the cost to the campesinos that have a problem to be settled. 

As far as we can determine, nothing has yet been done to set up the 

Agrarian Courts contemplated in the Salvadoran reform legislation. We 

recxmmend that the mtter be studied thoroughly and implenrntex as soon as 

court system in general.. Wepossible, perhaps as a model for a reform of the 
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believe it will resolve many disputes that now induce violence arong 

individuals in ru.ral El Salvador, and that it will encourage saving, 

investuent, and hiqher prouctivity by Tnall farmers because it will greatly 

increase their security. By improving their welfare, the availability of 

fair, prcmpt rural justice n-v.y we] also slow down the id.gration of campesinos 

toward the large cities. 

4. The Peop.e Left OuAt. The Study Team is quite concerned about the
 

fact that the agrarian refonn legislation does not appear to provide for the
 

substantial number of cairesinos who have neither steady .nployment on lazae 

haciei leas (Phase I and II) nor rented lands (Phase III). We encountered one 

group of such landless laborers watchin(e a FINATA signup team in La Union; 

they were ccnplaining that there was nothing in the process for them. A UCS 

pramcter was on the scene, and signed them up for a group which would then 

petition ISTA and FINATA to be installed on any vacant land they might come 

by. This is by no me-ans imoxssibl.e; in sore cases, landcumers affected by 

Phase III have not been utilizing their land at all intensively, and they rray 

we) 1 decide to sell the whle property to FINATA instead of keeping whatever 

part of it is not claiMed by tenants. 

Some Phase I coops have welccmed nre members than they can :mploy, and 

are looking for ways to give then work. Nonetheless, it seems appropriate to 

suggest that both ISTA and FIRY\TA continue to incorporate as imany of the 

landless as possible. This is not a simple task. There is resistance in sane 

Phase I coops to accepting their ow.;n sons as they come of age, let alone 

admitting large numlbers of seasonal wKorkers as full rmembers. 

In other countries known to memdxrs of the Study Team, seasonal workers 

have often been regarded as a lower class, suitable for hE -ping at harvest 

362
 



t.in , but not to be al.lo\-x close to the regular \.orkers' hcus, livest-ck or 

wort-n. In such setti-ngs, before ni-,ny of these ]alless w)rkers can be 

soni-tins necessary toincorporated into the agrarian refon process, it is 

property into two parts. One will be fa-med by the resident wrkersdivide a 


of the fnrmer owner, and the other will be farmed by a group of the landless,
 

assembled by a canpesino organization for the purpose.
 

In order to in-corporate the landless into the retorm process, it would be 

appropriate to study and announce a "target" ratio of land to labor force in 

each department and zone. Tis ratio would vary according to soil quality, 

climate, and population pressure. 'Men, as ISTA negotiates with each Phase I 

cooperative over credit, investmrent, relief on the 1980 "emergency" cr-dit, or 

adjustment of the agrarian debt, it might well insist that the ooopcrative 

increase the number of mnembers if it appeared that the present oroup was 

trying to keep a larger share by refusing new entrants. S(rre Phase I 

cooperatives visited were exemplary in their willingness to add new rembers, 

usually with a six ronti- probaition period to see if they did in fact "fit in." 

I Iver, as tJe cooperatives become more viable busjness organizations it 

would be noniol for selfishness to appear. A larger nimber of active menmbers 

to seek whenever the cooperativewould be a reasonable "quid pro quo" for ISTA 

asks ISTA for help.
 

The only other solution the Study Team sees for the landless lies in 

nonfarm c-Tployrent, and in paiticular, in agro-industrJa., integration projects 

whereby the food and fiber produced by the .eform and the ron-reform Sector 

alike are processed into more sophisticated products. 'Tis isadde;ed 

el.sewhere in this Peport. 
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5. Credit So.iarityG_Croup;. We have p.revicmsly discussed this 

mechanism for providing credit to Decree "207" beneficiaries. However, only 

about one-quarter of the eligi]]c are now participa.ting in such groups. The 

Study Team was not able to eoxp]ore, in the short time available, which agency 

would best b-e able to organize many more solidarity groups, nor what resources 

this would require. 

6. Erosion and Soil Depletion. As mentioned earlier, we are concerned 

that granting title to small ploLs on steep hillsides, that were forny-rly 

tilled for one year and allowed to "rest" for four or nore, will lead to the 

destruc' ion of Foils and nrissive erosion. When ieA- asRed about this, FTNATA 

beneficiaries answered that they were so poor, they would be unable to let any 

of the tiny parcels they would be assignec qo without tilling every year. 

We reccym _nd that a specific study be conducted of this issue, and that 

AID consider assisting with 'rojccts for ten-ac.ing, smll dams and soil 

conservation, in addition to the reforestation prograns already under way. 

7. Delivery of FxLenijon S-r'vices. (See section on Co-mnacmccirnt for a 

discussion of thiis topic.) 

8. The Need to ]eqjti aite and Certifv So Rental :. Decree 207 and its 

iq]anentjrq lecislation seek to protect caiiqxsinos who cYwn small plots and 

seek to rent than out tcmpor r-jly, bcause of illne S, injury, or old age. At 

least in theory, cp.osinos renting land frani other cva..inos .ho own less 

than 7 hectares, are not supposed to receive provisional title to the land 

they have been renting. They are elic;ible for other land Lhat F.I7T'1A iray have. 

available, but they are not supposed to get their parcel at the e:xp)ense of a 

fellow carrpesino. 

In an economy that lacks a functional pension plan for most people, let 

alone campesinos, the land is often the closest thing the camrpsJno has to a 
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;ource of a 'ension. We IeccAmr': )d th;lt the (,, :;t.udi(:; AII) plans to 

camiliss(on Es1hortly, includc: tjhe ]('uIXarch aid (Ir,fti igof' ixrsdble rerju.lations 

that would specify the conditions under which aind 3ental .ifs consistcnt with 

the objectives of the a grarian retorm. The work should then also produce a 

set of procedures by which caxrrxsinos could leaitimately rent land frn each 

other without being the kisis for a future claimh under Decree 207. 

9. The Future of Cotton Prodction. In El Salvador, scxno export crops 

have also bxm grown on rented land, usuall.v in relatively large tracts that 

are rented by a group of investors in a partnership forn-,d just to grciw cotton 

that year. Because export earnings are critically iITPOrt-anIt to the Salvadoran 

economy, the legislative body passed IXkcree 6 in 3982, seek-ing to excmpt land 

in these ways frcrn the fil'ng of cnership claims by renters. More work is 

needed on this subject. Were a lot of lands rented for cotton production in 

1982/83, under the protection of Decree 6?
 

In imost coffee-producing nations, the average holdings are .mall and the
 

quaiity and yields are excellent. Brazil, El Salvador and Guaten l]a are the
 

exceptions, in which much of the production is organized in large units. The
 

origins aplpear to be ti.ed to the pal itical and scx:ial histo, of those
 

nations, in which the ccrm.n people were not al]cciid to cjru' coffee in early
 

years.
 

For both coffeoe and cotton, various bu ine;mp and landcz,-ners told the 

Study Team that low world prices and a clinvite of physical .insecurity for 

landowners affect the area planted, new investlicnt, and yields, hy mc:e than 

any reform measure. One coffee producer added that even i f Phase IT were 

repealed, prices were favorable and there were no gueri!l]a activity in his 

area, he probably wouldn't invest n Lnj roving his plantation out of fear that 
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"the Christian Deonycrat.s were going to wi-n the 1984 elections." lie was not 

typical, however. A rcasonable niilx~r of other businesnwcri told us they would 

invest if the violence halted, coni.ident that any other problems would be 

Pmnageable. 

More work is also needed on the role of cotton gins and coffee processina 

plants in the agrarian reform. Sami critics suggest that the former 

landowners, by keeping control of rrviny of these, have in effect kept the most 

profitable part of the business for themselves. 

10. The "Swiss chee'e" Effect. On mny properties affected by Phase III, 

the te:rain is hilly and the soils poor. Sm-x cniers rent land to cultivators 

not only for the cash rent, but al.so in order to get the land cleared of 

tropical vegetation without having to pay wages. After the canpesino has 

cleared the land and raised one crop of corn aid beams, the land is relatively 

clear and the landower's cattle can graze there the follcring year. The 

tenant is scrretices required to sow a tropical. grass before the year ends aus 

part of the rent. 

Since these w.qners natural.ly want to get inre land cleared in the 

following year, they routinely novc the tenant to another patch each year, 

stating that the previous year's crop area has to lie fallow, in older to 

"rest" and recover its fertil.ity. The Study Team did not have time to visit 

enough such properties to be certain how ccmrnon this pattern is, nor whether 

soil fertility does indeed require long periods of lying fallow between 

cultivation years. It does appear frcn our field visits that ovmrs do not 

rent out the best lands, nor the par-ts close to the main farm buildings. 

In any event, when FINATA applicants claim the specific plots they were 

allced to rent in speci.fic years, as permanent property for themselves, these 

could leave a map of the original farm looking a lot like a Swiss cheese -- as 
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full c)f hjo]es. We wer., told l1,t I]NA'i'A u:,l ;3]y r )uV-s thu app] iejmtts for 0 

given proper-ty ilto a cont.iuow; area, with access, lait (]c not rijuire an 

easQamnt across the land rmilning to the cxmier. If this is not done, it 

certainly should be, frrn lic vj(.iw)int of r(ivj.ng a px)tential cause of rural 

conflict and violence. Yet it must be recognized that the beneflicarJ.es nny 

always suspect that sonxrhow in the relocation process, they arc boing shiftxl 

to land cven worse than that w.hich they had pteviously Lx-t,,i al]o./,Cd to rent. 

Further research is clcar].v needed on tlie organization and farm 

enterprises of the Phase III famns, and on the jnToct of Decree 207 actions on 

them. In irrny cases, the Studv Team believs there will be little or no 

.imfnat on production in the short run, simply because the foer c.mer did 

little direct cultivation himself on these norginal soils before the refomr. 

If anything, he my intensify his use of his remaining land, rather than rent 

out any of it even if other decrees prcmise exception. In other cases, he rmay 

offer the whole property to FINTA, which would relocate the landless to it, 

as well as applicants who have been rentina ex:enpt properties. 
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CIIAI.T.ER 8 

PIASE II: AIATURNATVES FOR 100-500 If2CTAE, PPOPE~rT.S 

There are twvo categcor.eo; of lands loft, to ccaiqihte this reXort's 

examination of the agricultural sector area and prc~xuction: lands potentially 

affected if agrarjian reform is implcnntd for properties within Phase If, and 

lands that are cncr operated and less tlan 100 hectares in size. The seond 

classifi-cation contains all aoricul.tural land the anrarian reform did not 

intend to affect, approximately 743,000 hoctares (51 percent of 1980 

agricultural lands) The area cKned by cooperatives is also exanpted from 

expropriation, but for practical purposes is being integrated with Phase I and 

Phase iII (ISTA and FINATA, respectively). 

Strictly speaking, only the aqricultural land not included in the 

agrarian reform process should be called the "nonreform" sector. PwcA.,ever, the 

"reform sector" is usually dlef ined in published statistics as the Phase I 

cooperatives only (including the 66 voluntary scles, but not the "traditiona] 

ISTA coeperatives" dating Ixfore 1980). In many data sources "nonrefo.mn" is a 

catch-all for the rcavii-nder, includina the lands and beneficiaries of the 

Decree 207 and the traditional ISTA cooperatives. For the discussion in this 

section, hawever, the land in the traditional ISTA cooperatives and the land 

claimed by the Decree 207 beneficiaries has been moved into the Reform Sector, 

where it belongs. 

1. Phase II Area and Production 

This category of lands is relatively well defined, since the owners of 
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si' e I 00 ] 50 , qe-nera]ly 

paLn , to register their titles. Banks xc. cur d this if the land was pledoed 

as a quarantce fnr aaricultural credit, which many of these owners utilized. 

According to the 1971 : jri.cultural. census, there were .,619 farms Xtween 

100 and 150 hectztres, with a total of 293,033 hectares, for an average of 178 

hectares. By 1980 the official count was up to 1,739 farms with 342,877 

hectares, for an average of 197 hectares. 1,and was becomi.ng rfore concentrated 

at this stratum, probably because of the subdivision of larger farms throuch 

pro[yi'rt ie , of th.is (11 .'en no hi ,t;mcs) have ta').en 

sale, inheritance, and transfer to children in anticipation of land refonn. 

('iis appears to have outweighed sinilar processes tending to divide 100 

hectare farms into smaller units.) 

It is well known that farms of the 100-500 ha. range specialized in 

export crops and cattle raising, although not exclusively. Thie 3971 census 

calculatcd that farmis of 50 hectares and over accounted for 55 percent of the 

coffee planted, 80 percent of cotton, and 66 percent of sugar cane, but only 

10 percent of the land with basic grains (MAG "Diagnostico.. ., " p. 294). 

Estimates made by gcAernment institutions for the crop cycle 1980-2981 stated 

that the Phase II-size farms (100-500) had 30.5 pxercent of the coffee land, 

and 30.4 percent of the arera in cotton, and 13.5 percent of the sugar cane. 

Although the resultiici Lrea!- i-n hectares vary soim'what frcm those repor-ted by 

the Ministry of Agriculture in its annual statistics, nevertheless it is Jlear 

that this size farm accounts for a large prop/ortion of the exqport crops. 

The fact that the aqrarian reform has not becen implcmrnted for PhEse II 

size farms does not mean thjat these farm!; have noL felt any imTXct of the 

reform. ISTA purchased over 11,000 hectnres of these lands under Phase I. 

Also, claims for 12,922 hectares of these lands ive I.en filed by 

beneficiaries of Decree 207. We estimatc: that the Phase ITI claim would reach 
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approxjmate] y 50,000 hetL ir,: on thr, (unte.m;ted) as,',;u.ptio that 15 1.k.rcont of 

the area in thc.f'l; farms ,,a,; ront:ed out: to sFmill farme:rs, i n part to e.muro 

their availability as C~c<y1,.lC:na] lal:oi: dur.ing rc-ak periods,. If all proricrty 

awners claim their reserve rjqht:: (frcrn 100 -o250 hoctares each depending on 

soil type) , they won] d retain the rivi*)rity of their land, or about 209,000 

hCectares. Exhihi- 8-1 d( iinm.--atP.:, hra Phi.;e . injlcnwntUation might result 

in only -about 70,000 hect;ires actually eJ.ng trinsFerred to be-neficiary 

cooperatives or faui.]ies. 

If the a-ove m:!re to xiake place anid the land were tranv'ferrcd to 

produrtion coopcratjves (as in Prharse I) , th.e rop;ult would be 1,683 ccopf: with 

an averaue size of 43 hect;res. This results fr(m asstming that the reserve 

right for these 1700 farmT; averaging 200 hectares vould be the saiir 100 to 150 

hectares as in PhD!.e I, where 262 pro]erty cAners had an average of nearly 800 

hectares apiece. The financial viabili-Ly of theoe crops, averaging 43 

hectare wuould depend on the extent to which the cooperati,,es concentrated on 

exTo-t crops, and we-re successful. in arranging for inputs, production, 

processing and nrivrkering. We assu.ir± that the previous owner continues to farm 
his reserve right, probably contig.ous to the new coc-xrative property but 

often twice as lorge. The formr o,.ner would probably also look to the 

cooperatives for part-time laborers at peak pericxls, creating an 

interdependency that mjiht be constructive, and might not, depx-nding on the 

individuals involved, an(] the history of their relationships. 

This points out the nced to examine careful ly the agricultural potential 

of future cooperative enterprise s to prevent the formation of organizations 

with too limited a productive base to allow viability. Possi-ble actions to 

minimize the above would include the reabsorption of lands titled under Decree 
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EXiiIBIT 8-1 PUVxEiIAL ARIA AiF'EcM'ED IIY PHIAEi II REP01. 

Total before Phase I Reform 
less 

ISTA Phase I Purchases 

Number of 
Farms 300-500 

1,739 

66 

ha. 
342,8"7/ 

11,347 

Percent 

Zgri, LT... 

23.5 

of 

l -­!/ 

1,673 331,530 22.7 

less 

Potential D.207 Effect 2/ --

1,673 

49,730 

281,800 19.3 

less 

Reserve Rights 3/ 

Net to be transferred 

-

1,673 

209,125 

72,675 5.0 

1/ Agricultural Lands, 1980: 1,460,700 hectares. 
and forest lands, but not heavy bush land with no 

Includes crop, grazing 

current use (matorrales).
 

2/ Assumes 15 percent of original lands rented and therefore subject to Decree 207., 

3/ Assumes 125 hectare average per farm. 

Sources: 	MG "Plan Agropecuario 1980 - 1983" 
ISTA for pre-Phase I area and purchases 
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207 back into .he new coxop-'ative ci:terprise, thereby incrc osing its 

viability. (It is not clre.,r whether this would be po-ssible, legally or 

politically.) 7oL.her pox:;!-. 1 i ty would be to have FINATA anotheror 

organization parcel the pro,.:tve c(x,per-at:J.ve Ian an]nq the beneficiaries, 

particularly when the area is toox!:=11 tko function well as a production 

cooperative. In this case, a scnni-forrrul groupincg could be used to facil.itzite 

beneficiaries' access to c-rc-dat and technical a.;istiiiCc, such as the "rupos 

solidarios" of 7-10 farmrs, long u..;(1d by the BFA with considerable success. 

There are two more factors to be considered in relation to the impact of 

a pos!-ible Phase 1I. fully irmpleirented. The first concerns the number of 

potential benoficiaries, about which little is knovn. The number used by the 

previous Checchi & Co. Study Team (I'aarlberg et al., "Agrarian Reform in 

El Salvador," 1981) is 50,000 farm fanilies. This is an average of 30 per 

Phase IT-size farm. That report does not state the source of this estimate, 

and it may be a typographical ertor. The ntmber of pctential. Phase II 

beneficiaries is unknown, and before far-reaching policy decisions are made 

concerning this stage of the agr&rian reform, irnre infoination should bx-. 

collected and analyzed. 

If a Phase II would create nwyrous new farming enterprises, each with 

relatively few beneficiaries, another organizatJonal. me to consider would be 

an umbrella organizn-ti.on encampnsing a nunber of nearby cocperati.ve 

properties. Thus, such an orgr-nization could provide the managerial input 

required by each farm and yet spread costs across a wider base. Obviously, 

the social, cconcnic, and organization feasibility of such a step should be 

determined before any action is tuzd.cn. 

The second factor to be cons.idered is the effect a Phase II 

inplementation would have on production. Since a sizeable proportion of the 
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'naHl:i ,1' outrput )j('' ,: : (i J' ),: : f1 I. t I ; t ,] K. ( L linn, thr. .i Ni l I1!; 

of such a strctuhal change;.,u Ix, ana]tz1,d. Exhib.it. 8-2 proeionts 

estim-ates of the land area in export crops in 1980-1981 by agrarian reform 

phase, expressed as p.rcentagcs. There are no later estimates of 

Phase l.-size crop area. fly this calculation, the inp]em-entation of Phase II 

would result in an increase in the share of e.xport crops planted in this 

"expanded reform scctor." 14cuever, the data presented in Chapters 5 and 6 

indicate that the share of the Phase I reform sector of these crop areas has 

actually decreased, though the total area ])as increased. 

The conclusion is that the famnns that are owner-oxratcd, based largely 

on resere rights in Phase 1. have incrcased the areas planted to thiese crcps, 

both absolutely and relatively. This may well indicate an increase in 

confidence on the pairt of the cvner-operator; now that the uncertainty of land 

reform is over, in their cases. To the same degree that production yields are 

silnilar (as projected for 1982-3983) tle share of prcxhuctionl frc.n these 

nonreform lands will be greater than the xrcentaqes jndicatcd in Exhibit 8-2. 

If so, the effect of inplerwntiin Phase II on export crop production would be 

Tmall, since the arILLntt of land affected represents; a minior part of the tota] 

area in those crops. 

(UNER-O1EH] ITD J.AN\DS 

All form propperties thlat as of early 1980 were cioe-ojx:rated and belcm 

100 hectares are not: subject to the agrarian reform. "Property" rreans the sum 

of lands owmed by the sane individual, everywhere in El Salvador. rThe Study 

Team was told by various pe.r.ons that a rule of thumn is th.at about 80 percent. 

of this size farms, ranging fron a fraction of a hecLare to nearly 100 

hectares, are euntirely owner-operated and hence not affected by Decree 207. 
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Exhibit 8-2 

PERCENFAGE ESTIMATES OF' EXPORT CROP AIREAS 	 AFFECTED 
DY A(;RARAN I1,'"OcmM 

(Data lase 1980 - 1911 

Area Under 
 Area Under 
 Area not
 

Phase 	 II / Phase Ia2/ Affected3/
A. 	Phase I Only
 

Coffne 
 11.7% 
 88.3%
 

Cotton 
 33.7 
 66.3
 

Sugar Cane 
 37.9 
 -
 62.1
 

B. 	Phases I and II
 

Coffee 
 11.7% 
 11.3% 
 77.0%
 

Cotton 
 33.7 
 11.2 
 55.1
 

Sugar Cane 
 37.9 
 5.0 
 57.1
 

1/ From Exhibit 6-4
 

2/ Includes potential Decree 207 lands and net lands to be transferredtinder 	 Phase II (Exhibit 1) as a proportion of total Phase I-size lands:(49,730 	+ ­72,675) 331,530 -- 37 percent. This factor is multiplied by
the estinates of cultivated areas potentially affected by Phase II(Checchi and Compiny, "Agrarian Reform in El Salvador"): coffee 30.5percent, cotton 30.4 percent, sugar cane 13.5 percent. 

3/ Includes relevant reserve rights 	and lands 	 under 100 hectares; rentallands from farms under 100 hectares transferred under Decree 	 207 assumednot to 	contain significant amounts of export crops. 
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DdUi fr ul the 1971 cci indic.teL. I hat: for re(t- d farms up to 10
 

hectare,3 in size, 88 percent. or irore of the l1a1d was'; p1 &ud:ed with basic
 

grains. The next stratum of farm size included farms of 10 to 50 hectares 

which planted only 52 percent of their land in basic grains. This size 

enterprise plus those from 50-200 hectares traditionally have provi-ded a large 

proportion of export crops, as estimated for 1980-J981 in Exhibit 8-3 below. 

These data demonstrate that much of the production of export crops is 

grown on farms excluded frm the agrarian reform, except those potentially 

affected by Decree 207. Survey results on beneficiaries indicate that lands 

transferred throuigh Decree 207 are overwheImingly used for basic qrains. 

Therefore, the cwer-operated farms will maintain their large share of the 

production of exort crops. 

Exhibit 8-3 

Area of Export Crop Production Potentialy Affected 

and Not Affected by Phase II 

Area Transferred Potential Area Area In 
or Potentially of Reserve C%.ner-Operated
Transferred (1) Rights (2) 	 land (3) 

Coffee 23.0% 
 20.1% 56.9%
 

Cotton 44.9% 
 21.9% 33.2%
 

Sugar Cane 42.9% 
 11.5% 	 45.6%
 

1) Phase I land plus area potentially affectrd under Phase II.
2) Claimed under Phase I and Potential re .:erne right!; uncler Phase IT.3) Residual. values prirarily corr.'spn!inrj:to .airs under 100 hectares,

but also including laods of )STA's "traditional sector" and other 
pre-reforim cooperati%3 ys. 

Note: 	 Calculations based on percentages in Exhibit 8-2, areas est~ixmted 
in 1xhjbit 8-1, and ISTA data on Phase I area. (See Chapter 6.) 
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PHASE II: jITpjjATv.;S R)1 ] 00.-5n0 JI'RM'AR1 Mh PEJ PlE'
 

The oriqiil Agrarian Peform lon.i lation c;.-l led 
 for three diffent 

phases: 

I, which expropriated properties over 500 hectares; 

II, which expropriated proxrties frcon and100 to 500 hectares; 


III, which ena1ed tenants to buy the land 
they rented.
 
Phase I has be.n c opp]etcd, e':cept 
 for the valuation and cornensation of scne 
of the expropriated properties, and the min thrust nfust ncra be t%,ard
 
consoiidation 
of that part of agrarian reform. Phase III is well under way 
(see Chapter 7, ab)ve). Piht thus far, there has been no rrove at all all to 
iJq)l-rent Phase IT. On the contrary, mine thouc.htful Salvadorans ncA argue 
that these farms are the backhone of i:he country',s agricultural production for 
export, and that ninny are J..l]-run, ivr,-ern, highly productive units that 
should not be affected at all. It is also aracud that unless Phase TI i.s
 
repealed, investrnt will be 
wi.thheld and production will fall, sJipi.y because 
cmners fear that the Phase IT will be implnn).ted in the rranner as Phase I and 
they will not be coq_-*ensatcd prcmpt]y and in car, for recent improvements.
 

Therefore, they supposedly ref use to iake 
the jmi.prove ernts.
 

What is clear beyond 
 any doubt Js that the legal freeze on l.and transfers 
of properties 100 hectares ani aiove, has been fai.rly effective. Omers
 

ccplain that they cannot hcrrcY, 
 aqainrt tiis . cannot cannotird, sel.l it, 

give it to their children, and cannot dispose of it in any other way either. 
Even ISTA, whi.ch at first bought scene 67 properties in this category, i.s 
reluctant to accept any more, although FINATA is negotiating wi.th various sorre 

owners who wish to sell now. 

As the Study Team vicsqs the matter, Phase II should be dealt with, as 
part of the consolidation of El Salvador's agrarian reform. However, we have 
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no eviduice to prove that uncertait:y has ,-(rJou!,ly hurt investment or 

prcxluction; jn many areas, violence or the threat. of viol'nce %Wruldinh.ibit 

invest~mnt even if Ph,',e II we.re repealed c-i)letxely. If the G)ES does decide 

to act, there appear to be at least four different ways in which Phase II 

might be handled: 

A. 	 Repeal it conpletely. 

B. 	 Thplement it, along thie lines of Phase I. 

C. 	 Issue a new Decree, authorizinig chvners to sell, parcels of land to 

eligible persons as defined in the Decree. 

D. 	 Implement it, with nodifications to cmbine the advantaaes of the 

other options.
 

In what follcs, we analyze the advantaqes and disadvantaaes of each of
 

these appraches, and then recornxnd cldefinitions and simple procedures which
 

in our judcnrwnt might be the most effective means of disposing of the matter.
 

A. 	 REPFATI. PHASE II PROVISIONS CCNIE.ELY 

This alternative would plea.e somn JandCwners areatlv. Hc~e\'er, doubtwe 

tlat the res:ult would be a prcmrvt and sicinuific,r increase in acrricu]tura] 

investmient. and prcduction. For one thing, there are elections planncd for 

El Salvador, for 1984. r1Th(,rc vA-uld und]outedl y Ix-candi latr(s denourcing the 

repeal of Phase IT, pr~miu;ing to enact a newq Agrarian Reforr law that would 

affect tiho:e proprties. Thus; even after repczil, and paiir.ing that election, 

lan cimers would prob.bly not invest. A furthrr prohiem, already mentionod, 

is violence or the threat. of violencr. 

In addition, the recent land tr;!nsfer activity in farms under 100 

hectares sucggest that the first result:E of a repreal could he a rapid move to 

divide farms among children and other family r mrnxrs, legally, so that in the 

event of a future aLrarian reform law the proprties might be s~mll enough to 
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be e:erpt. According to one ]awyer inte:vie.,d on this subject, his clients 

with 60, 80 or 100 hectares beljeve that scxre future governrr2nt might affect 

properties under 100 hectares as well. However, they believe that with 20 ha. 

or less, their children's parcels will lx safe. Phase II landa~mers might not 

go all tlie way to pircels of 20 hectare.; of less, but if the law is repeal(d 

and land tramsfers are no longer prohjbIjt(-d some undoubtedly will divide the 

land at once among family ;,.!br. 

As in other countries in which agrarian reforms have been carried out,
 

such private sale appears on the one 
 hand to be a forn of evasion of the
 

agrar.;an reform. On the other, if the division is real, and not just 
on the 

books, there is empirical evjdenjce to suggest thiat investment and output per 

hectare my well rise. As tJe p:rcel. size bacon, s lmaller, the amount of 

owner interest and capital, per hectare, tends to rise, and so dc.es output per 

hectare. 

In the agrarian reform carried out in Chile under President Fd'duardo Frei, 

a significant nurhcr of eligible farms escape< expropriation because they were 

divided before the effective date of the law. A "before and after" study of 

productivity found that the parcels yieldrd significantly more per hectare 

after division, than before. in other .. rcs, in terrns of productivity, the 

"children" (by then adults too) did not do badly at runnino a piece of their 

father's farms. 
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I'A}iht 8-A
 

Productivity pi×: Ilctare, lufoi:e anl After iand Reform, Chile
 

T-	 ]965/66 1970/71 Change 

Farms not expropriaLed 	 8,210 8,641 +5.2% 

Agrarian- Reforn cooperatives 	 5,329 7,031 +32.0 

Farms expropriated and tunied into
 
Owner reserves 4,355 8,547 +96.3
 

Parcels divided privately 	 ,.084 7,906 +55.5
 

Notes: Productivity fi.ures are expressed in conA;tant purchasing pcwer, and 
the figures for both years are for the sane fields, pastures, etc. Chilean 
policy under President Frci called for the best-run farms to be expropriatfad
last, and the field dita confirms that this poli'ky was carried out; the 1965 
productivity of the farms not expropriated was r Ach higher than that of the 
other farms. 

Source: 	 Field research by staff of the Lar Tenure Center, University of
 
Wisconsin, and the Chi eah Institute for Research and Training in
 
Agrarian Relorn (ICIPA).
 

In other words, the firs result oI a single repeal of Phase IT 

.egislati.on might be the rapid division of these propertioes in fear of future 

reform laws. Such a division might we.l] increase productio:n, employme.nt and 

productiviL-y, providex the children trnxk direct .interest in their pknrcels and 

invested in them. Of cotu-fe, so long as the violence and conflict continue ir 

the countryside, it' secii; unl ikely that anyone, including the children of the 

present owners of these farms, will. invest very rauch new capital Jn them. 

One imjor disadvanticjq of repeal i precisely that VCofY2 x.itical. leaders 

might then claim that this action "proves" that El Salvador is turning its 

back on social reforms that favor the ixeor. The decision would probablJy have 

repercussiens outside as well. as ijn:idde the country. 

A fu-ther disadvantage i s that reexal, to the extent that owners then 

only transferred land to their children, %uld tell the l.ndless that they no 
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longer had any real hopeN 	 of ever getting ]zind. Tlis could rvre~n tie present 
civil conflict, and ensure that pea-ce, civil libl:ty, and productive
 

investment would be 
even 	more renxote. 

B. 	 IMPLMINTATION AWI)NG TJME LINES OF PJASE I
 

Uncertainty could be removed by 
 intervening the Phase II farms at once, 
in much the sane manner as was done with Phase I, but taking advantaqe of that 
experience so as to do the. job more efficiently. For instance, careful
 
provision could be nade 
for invento:ies to be- made on the very day of
 
intervention, with a representative of the 
owner present, so that valuation 

could be completed in a matter of days rather thai, years.
 

As in Phase I, workers currently on the properties could be told that
 
they are now the 
owners of the farms, but probably more stress would be placed 
this time on the 	attendant financial responsibilities, on the need to continue 
working hard and in a disciplined way, and the optionon for workers who
 
prefer staying with the "patron," to go with himn on the reserve lands. The
 

Study Team believes that nost Phase I cAwners would choose to retain the
 
maximum reserve allowed by law; in the Phase 1 case, 
 this was 100 hectares to
 
150 hectares, depending on soil quality and 
 slope. Thus workers would
 
normally have a choice; assume
we that n)ost owners would accept those workers 
who chose to stay with them, but perhaps this should be made obligatory when 

reserve rights are granted.
 

One 	advantage of ixpexrentation is precisely that ISTA has the Phase I 
exerience, and could presumably carry theout job efficiently. Hor'%ver, ISTA 
still has a great deal to do to crmplete the valuation and ccrrpensation 
arrangements for Phase I. ISTA also is planning significant changes in its 
arrangements for management and technical assistance to the Phase I 
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cooperatives. It is not at all clear that I3/'A is in any condition yet to do 

this well, let alone take on a thousand new cooperatives. 

Another advantage of moving ahead is that ISTA could probably take the 

opportunity to incorporate thousands of landless workers, who are not eligible 

to xeceive land under either Phase I or Phase III. That is, it could -- if it 

decided to give priority to relieving pressure scnwhat -- decree a standard 

man/land ratio, and tell the i-,w Phase II coops that LWy had to accept new 

members until they reached that ratio. Presumably, most would first accept 

their own sons and relatives, and then seasonal workers they knew and felt 

most comfortable with. In some cases, it might be necessary to divide the 

cooperative in two, with one part made up of the workers on the Phase II 

property who chose not to stay with the old patron, and the other part made up 

of groups of the landless, organized by CCS, UCS, ACOPAI or other 

orqanizations. 

However, although ISTA could do this, it is not at all clear to the Study 

Team that its staff actually would do it unless the Decree specifically 

ordered them to do so. Implementation of Phase II reform, along the lines of 

Phase I, could offer at least sae relief for some of the landless if ISTA 

chose to force open a door for them. On the other hand, it m9y be that the 

landless now cl ing to the hope that Phase T will help theim, and that if and 

when Phase II is actually imrp]mented, there will still he so many landless 

left over that the level of fruntration and hope-lessness wi.ll actually 

increase, rather than decrease, as a result of the completion of the Agrariar 

IPform. 

Mainly because ISTA has its hands more than full with the follow-through 

on Phase I, the Study Team does not reccmmenr inplcnntation of Phase II by 

ISTA at this tie. 
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C,, 	 I4PIE2X M' IUETnRM ON A'VOI,JTAIY ThAIS, WITH
 

SELTLP3 FINANCING ELIGIBEBUJ3YEPS,3 
 F1FlVE.SEMV 

One 	 possible solution to tnie present imrxjsse concerning farms in the 100 
to 500 bctare size would be to defire eligible buyers i-n a way that mt a 
wide range of social, econriic and political goals, and then authorize cmmers 
to sell, but only to those persons or groups of persons. Since ISTA and the 
banking systen are 	already hard-pressed to serve and finance their present 
clients, sales would only be allowed if the seller provided the financing 
himself. That 	is, bangus should not be allowed to lend money to enable buyers 

to pay cash to would-be sellers.
 

If those who favor agrarian reform believe 
that 	transfers to the children 
of the landowners are unacceptab].e, then to relatives by bloodtransfers or
 
marriage could be excluded explicitly. At least 
some of the landowners with 
whcm the Study Team has discussed this issue say that they would accept this. 
They would rather be allowed to sell to individual, enterprising capesinos in 
their area, than continue not being allcwed to sell at all.
 

To evaluate this alternative, it is Ji1ortant 
to renember that the 
calpesinos of El Salvador noare rore a hcom .luaus noss than those of any
 
other country that 
has 	carried out an agru-ian reform. There are carpesinos 
and 	 canmpesinos. FIMATA has discovered that 	 scrY2 of its applicants have 
managed to rent miore land than 	FINATA can legally transfer to them, even 
though the average renter had very little. Some campesinos have farmed on 
shares, but most Salvadoran tenants have farmed on a cash rent basis, which is 
actually nore nodern and "capitalistic" than renital practices elsewhere in 

Latin America.
 

At any rate, the proposal was discussed with several landowners who fell
 
into 	the Phase II group. Each believed that he could identify energetic, 
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productive and hard-working canp~sinos in his vicinity, who could take over a 

parcel of his land and keep it producing quite well. By being abJe to choose 

the buyers, they also felt that they could reasonably carry the credit part of 

the transaction as well. That is, they felt they could choose buyers who 

would farm well and be quite able to make their payments on a 10-year purchase 

plan. 

In this version of a plan for implecenting Phase iI, owners would be told 

to finance the land transfer themselves, and to do it within a limited time 

period. There would be no State invo]vezrent at all, except perhaps to certify 

that a buyer was in fact a ciuresino and hence eligible, and to record the 

trnsaction in the Registry. However, any owners who did not reduce their 

holdings to 100 hectares or less by, say, 1988, would know that on or about 

that date, the excess would in fact be expropriated. 

In many cases, owners would probably sell to szme of their own erqlcvees. 

In fact, laws in effect prior to the agrarian reform said that an owner who 

sold farm land was required to offer it first to his own workers. Since they 

didn't have the cash, it was just a gesture -- but the idea is part of 

Salvadoran traditior.
 

To ensure that the land transfer increased, rather than decreased, 

en0loyn-nt, owAners might well be forbiddeu to di.,znuss any workers who wanted 

to stay on, but to whxn the owner did not wish to sell. Thus an owner would 

be able to get his unit down. to 100 hectares but would be virtually forc-] to 

intensify his fairnir:g, as El Salvador needs, rather than dio-ni.ssina workers 

and converting cropland to a ranching operation. 

Should there be a decision to imp](mrnt Phase 11 in this manner, it would 

also seem appropriate to encourage the formnation of groups of the landless, to 

purchase such land. This is a role which the UCS, CCS, ACOPAI and other rural 
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organizations have perform-d in the 1xist, and they might Wll want to do it 

again. Hcoever, they would have to underst.nd that the oner and they were 

entering a business transaction, and that he could indeed foreclose and evict 

them if they failed to meet the land payments on time. (The law might wIell 

specify tolerance of up to two yeiars' tardiness, in view of possible weather 

or civil strife problems affecting any given year's crop.) 

In order to be sure thJat the landless had a chance to ake part in the 

process, one could even imagine a law specifying that owners of more than 200 

hectares could divide only if at least one parcel of at least 50 hectares is 

-old to a group of not faver than 25 canpesinos who are legally recognized as 

a cooperative. Such a provision might lead owners to seek out and work with 

organizations they normally regard as antagonists; they wonuld then cane to 

have a ccarrn interest i-n making the resultJ-ng parcel an economic success, so 

the land payments would be n-ade. (The Study Team is not recamr-nding a
 

government quarantee of these payments; we believe that if private
 

parcelization is chosen, then all parties will 
think through the price and 

terim and future farm plans inure carefully when the seller only gets his money 

if the buyers are successful in farming tie land.) 

E. COMBINE -VARIOUS LTATUPRLS OF UTIE PPJ3CDING ALTERATIVES 

Shortly before the elections of March, 1982, a study was made of the 

Phase II options. This estimate, based on Cadastral data, varies sarewhat 

fron the previous estimates of the land available for Phase II, but was 

thought to be the best estimate at i:hat time. According to this data, there 

is a large nunL-er of persons (1200) owning between 100 and 200 hectares, and a 

much smaller nuiL~er (600) owning between 200 cnd 500 hectares. To reduce the 

political opposition, and to reduce the resouirces needed to carry out the 

plan, this alternative proposed to allow persons owning up to 200 hectares to 
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sell land privately, rcducing their holdings t-o 100 hcctaires or less. Those 

with 200 or more hcct-res wmi]d be expropriatx.d, working thrcxgh JSTA or 

FINATA along the lines of existing programs. 

In this approach, as one scholar of land reform put it, one would reduce 

the number of enemies fram 1800 to 600, while removing the thorn in the flesh 

of agrarian reform represented by the nonimpleme-ntation of Phase II. 

Clearly, this approach has much prcinise. When cuibified with direct 

purchases now being negotiated by FINATA with sace owiers of Phase II 

properties, plus the tenant claims under Decree 207, the whole Phase II rmtter 

might be settled within a year. Presumably, the authorizing Decree would be 

coupled with a continuing Decree 6, basing new claims tnder Decree 207 from 

new rentals of land for coffee, cotton or sugar cane. The econmiic, social 

and potential goals of reform might also be better served if transfers to 

family members were excluded from the sales. Once ocners were down to 100 

hectares, they could then divide the 100 among the family; there are no 

restrictions on land transfers by persons holding less than 100 hectares. 

Exhibit 8-5 

Properties Between 100 and 500 Pectares 
Affectable Under Phase II Land Reform 

Size Number Area Reserve Area* Net Available 

100-199 ha. 1,232 175,600 ha. 123,200 ha. 52,400 ha. 

200-299 373 91.800 37,300 54,500 

300-399 167 
400-500 84 

57,000 
37,600 

16,700 
8,400 

40,300 
29,200 

TOTAL 

• Assuming 

1,856 

100 ha. reserve 

326,000 ha. 

for all. 

185,600 ha. 176,400 ha. 

Source: Cadastral Survey
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PA mTm 9 

LINKAGFZ WITH ME.F NONREFORM SJ'CTR 

The Study Team found bubstantial linkages already exising between the 

Reform Sector and private sector agribusiness firm. In fact, some ccuplaints 

were heard, to the effect that owners had kept some of the coffee processing 

(pulping and hulling) plants, sugar refineries and cotton gins, and were 

earning substantial profits with the output uf the Phase I cooperatives. In. 

fairness, we also heard from other beneficiaries with no complaints about such 

linkages, perhaps because they were not sure they were ready to run such
 

installations themselves.
 

There was much more criticism of IRA, the state-owned grain marketing
 

agency, 
 than of private grain buyers. It was alleged by beneficiaries that 

IRA is slow, tends to reject deliveries because it lacks storage room or
 

funds, and that IRA makes unfairly large discounts for excess moisture and 

broken kernels. 
We did not have a chance to visit IRA agencies, but we
 

visited coops which decided to sell to private buyers for all these reasons. 

The private buyers also have their own trucks, and the net price to the
 

coop is often higher than if they hire a truck and deliver to IRA. 

OPPORTUITIF.S FOR CONTRACT FAPMING AND IMPORT SUBSTITUTION 

When sector planners seek alternative or intensified uses of agricultural 

lands and laborers, they naturally look at import substitution and new export 

products. Often, however, such new products require the participating farmer 

to adopt unfamiliar technology. Successful inipe)rmntation oft-4n requires a 
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El Salvador: Voluee of Selected Import Products
 

Vegetables:
 
Onion 

Cauliflower 

Lettuce 

Potato 

Cabbage 

Tomatco 

Carrot 


Fruits:
 
Avocado 

Banana 

Orange 

Plantain 


Dairy:
 
,Milk 

Butter 

Cheese 


(metric tons) 

1977 1978 1979 

4,068 4,956 5,959 
1,485 1,401 1,537 
1,752 2,166 2,077 
12,865 14,334 17,685 
12,665 14,319 18,100 
4,283 5,276 5,976 
3,977 4,353 7,182 

1,428 1,786 1,919 
21,461 2,112 30,233 
3,358 5,507 11,141 

22,698 4,806 26,003 

5,708 7,820 9,421 
75 69 125 

376 524 684 

1980 1981
 

8,483 9,564
 
2,388 2,123
 
2,014 2,333
 
13,506 14,357
 
24,111 26,693
 
8,244 7,838
 
5,824 6,376
 

3,734 2,729
 
49,578 36,898
 
15,925 13,177
 
26,391 28,734
 

8,123 11,636
 
52 173
 

571 922
 

Source: MAG, Anuario de Estadisticas Agropecuarias
 



long period for developing or adapting the infrastructure and marketing 
channels and for training the participants; cvcn then the risks are greater 
than with traditional agricultural production. 

However, there seem to be sonr opportunities in El Salvador that would 
build upon previous or existing local experience. -Various interviewees stated 
that a sizeable proportion of imported vegetables (which mainly ccie from 
Guatenala) are grown by Salvadorans who fled the violunce. If this situation 
improves substantially, it is possible that scm of these experienced farmers 
would return. Exhibits 9-1 and 9-2 show selected exports and imports that the 
Study Team sees as indicating possible opportnities for regaining export
 
volumes that have 
 slackened, or for substitut.ing heavy .imports that now exist. 

The decline in exports shown Exhibitin 9-2, with the exception of okra, 
could be a result of more efficient ccmpetition by rival. producers in foreign 
markets. It may reflect production problems related to the violence in
 
El Salvador. 
 It may reflect a fixed exchange rate that makes it hard for
 
El Salvador 
to compete. It may reflect other probleins, such as the world 
recession that has affected potential buyers.
 

The case of okra, however, demonstrates that El Salvador is still able to
 
produce 
 and process an agricultural product with foreign market acceptance.
 
If past export 
volumes could be recovered or surpassed for other products,
 
this would estimate the acricuturl] sector 
through increased demand for basic
 
grains, production 
 of aniwal feed, pasture, labor, etc., as well, as increased
 
need for services such 
as transport and packing. Obviously a similar case can 
be made for some gradual import substitution where local growing conditions 
permit ccupetitiveness. Another prinmary possibility is the production of 
hybrid seeds for corn and sorghum. 'T'his could best be done on the land of a 
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Exhibit 9-2 

El Salvador: Volume of Selected Export Products 

1977 1978 1979 1980 1981 

Dressed Poultry (metric tons) 536.6 275.3 221.1 96.8 46.2 

Chicken Eggs (thousands of dozens) 133.4 405.2 1,787.8 409.6 126.9 

Cheese (metric tons) 62.5 37.7 56.2 17.1 10.5 

Beef Cattle (thousands of carcasses) 20.7 54.3 52.7 18.5 7.4 
as, % of domestic slaughtered 11 25 26 10 5 

Melons (metric tons) 3,140.1 3,290.8 4,062.2 3,402.7 961.4 

Okra (Metric Tons) 539.5 677.0 411.4 18.1 2,030-.2 

Watermelons (Metric Tons) 3,882.5 4,377.2 8,059.5 3,857.5 5,443.5 

SO 

Source, MtAG, Anuario de Estad'.sticas Agrovecuarias 



Phase I coop, precisely because the producer 1rust control a substantial area 
and prevent the planting of other varieties, which could cross-pollinateo 

There are scue factors which could make these activities initially
 
feasible and attractive, especially for som 
 Phase I cooperatives. many
 
beneficiaries 
 are already familiar with the control of irrigation and the use 
of pesticides. With the except.ion of some fruit, grain and animal products, 
these activities are amenable to relatively small-scale operations. 
This
 
facilitates specialized technical assistance for production and marketing and 
allows closer control of product uality. (Tobacco, for example, is grown
 
profitrbly by various Phase 
 I cooperatives under contract with Salvadoran
 
cigarette conianies.) The elevent 
of quality is a certain requirement in
 
export markets, but also is 
 the best way to ensure local acceptance cruickly 
and thereby displace a proportion of the imported item.
 

If the crop is to be processed or marketed by another entity, or must
 
meet strict technical characteristics (as for hybrid seeds), 
contract farming
 
might be advisable to exercise quality control and guarantee purchase of the 
crop. Othe 
iise, the banking system might serve as a controlling agent of the
 
area planted to lessen the risk of the oversaturating the local market. 
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CHA11 'ER 10 

AGRARIAN IUOPRM BONDS AND PROPOSED NEW USES FOR TIIFM 

As described in the previous Checchi Report, the Agrarian Reform bonds 

are issued in several classes, with maturities of 5, 20 and 30 years, and 

interest rates of 5 and 6 percent. Before the bonds themselves are issued, 

ISTA has often issued "Certificates of bonds," which have many of the same 

advantages as bonds, but lack the ease of transfer. The bonds are "bearer 

bords," and all one need do to transfer them is to hand them to the buyer. 

With the certificates, a sale is harder to ccnplete, and Salvadoran bond 

market makers say there is little demand for them for that reason. 

A. TIE PRESENT MARKIG FOR AGRARIAN REFORM BONDS 

Now that siqnificant quantities of Agrarian Reform bonds have auucuay 

been issued and are in circulation, a small but lively market has appeared for 

them. At least two intermediaries advertise daily in the newspapers, arid many 

attorneys also are reported to be actively dealing in the bonds and the 

interest coupons. 

The brokers do not normally buy for their own account, nor do they hold 

inventories of the bonds. However, they maintain records of offers by 

bondholders to sell, with the lowest price at which the holder is willing to 

sell, and whenever a potential buyer appears, they contact the seller who is 

on record as willino to accept the lowest price. 

The volume of transactions is not great; one of the intermediaries put it 

at about 30 to 50 bonds per week, most of them in the smallest denornination 

(01,000). Even so, that should settle the myth that says the.:e are "worthless 

scraps of paper." 

The going rates for transactions in the first two weeks of December were 
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quite different for bonds of different dencminations. For the intermediaries 

with whom the Study Team spoke at length, the prices were:
 

Fxhibit 10-1 

Market Prices For Agrarian Reform Bonds, December 1982 

DencTd nation Market Price 

¢ 1,000 750
 

10,000 5,800- 6,500
 

100,000 42,000-50,000
 

Note: These prices were reportedly paid for bonds of all classes and
 
maturities, fram 5 to 20 and 30 years. However, the inter.ediaries 
admitted that most holders of the 5-year bonds chose to hold them 
after all, after first considering selling them. Those bonds are 
due in May, .1985, and holders were unwilling to accept the discounts 
needed to sell the longer term bonds. 

The demand for these bonds arises fran the fact that they can be used for 

payment of death and gift taxes, at the full nominal value of the bonds. Thus 

whenever a la.yer is preparing an estate or a transfer of property among 

relatives, he is likely to suggest that the client could save money by 

acquiring Agrarian Reform bonds, at a discount, with which to pay the taxes. 

Although ISTA did not have funds with which to pay interest due on the 

Agrarian Reform bonds until Decaerxr, 2982, the brokers say that a significant 

number of the interest coupons have already been collected. Under the law, 

they may be used at full nomina] value in the payment of any and all kinds of 

taxes, at any time after the date on which the interest was supposed to have 

been paid. One broker even said that her clients seldcn want to think of 

selling the interest coupons, because they all have nonagricultural activities 

that are profitable enough that the clients have to pay incorm taxes. Other 
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sources reported that the coupons I radc betwxn 90 and 95 percent of their 

face value, and that there are even a few trades of couxns that have not yet 

come due, but will do so within a few months. 

The Study Team has not yet been able to get a complete figure for the 

bonds and coupons used thus far in payment of taxes, but there is no doubt 

that the mechanism works and people are raking advantage of it. Thus far, 

ISTA has actually issued about 0."00 million in bonds, and at least (42,100,000 

have been turned in (at face value) for inheritance and gift taxes alone. We 

asked the brokers how many bonds they had listed for sale, admitting the 

possibility that many were listed with two or more of the brokers. 

The brokers declined to reveal this information, but were willing to 

discuss how many bonds they could get together on short notice for a client 

who wanted them for new uses (see next section). It appears; that three 

intermediaries could assemble at least 04 million in bonds in a day or two, 

and perhaps as much as 010 million. 020 million would take a while longer, 

and even if the brokers had no overlapping of listings, the three of them 

together could not ccme up with as much as ¢100 million yet. However, this 

market is only a year or so old, and it seems likely thzit as public awareness 

anong bondholders rises, and as more bonds are actually issued by ISTA, the 

new uses are
potential supply will rise to about the 0100 million level. If 


added, almost all of the bonds issued would probably beccre available.
 

B. PROPOSALS TO EXCHANGE PCRARIAN REFORM BONDS FOR STATE INDUSTRTFS 

El Salvador has sanetmes been called the Taiwan of Central Anerica, in 

reference to the enterprise and hard-working habits of its laborers and small 

businessmen. In the Agrarian Reform carried out in Taiwan in 1949 and 

thereafter, the landlords received 70 percent of their capensation in bonds, 

and 30 percent in the shares of four state-owned industries that the 
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government wished to turn over to the private sector. These companies were 

the Taiwan Paper Corporation (TATPAPER), Taiwan Ceiront Corporation
 

(TAICIlM-), 
 the Industrial and Mining Corporation, and the Agricultural and 

Forestry Develomrnt Corporation. There was some delay in issuing the actual 

stock, in order to allow for the appraisal of the companies, but eventually 

enough shares were issued to cover the appraised value, with par value ofa 


,'$10.00 per share. Although 
soae of the former landlords sold their shares 

at once, at a discount, those who bought them -- and those landlords who held 

onto their shares -- did reasonably well. The new shares became the basis for 

a bustling stock market, and the average market prices ten years later (1964) 

were NT$32.94, 31.04, 18.46 and 17.60 for the four companies listed above.*
 

The shares of the first two companies accounted for 65,000 out of the 
total of 83,000 shares issued for all four companies. Since the overall price 

level rose only about 100 percent during the same theperiod, shares actually 

provided a capital gain for the ex-landowners that exceeded the bond,, in
 

spite of the fpct that the bonds had an inflation protection built in because 

Lhey were tied to basic food products (rice and yams). 

From the viewpoint of the Govenment, the procedure provided a large 

group of potential stockholders for the ccpanies in spite of the absence aof 

developed stck narket, and these corpanies did in fact become the basis for 

forming such a market a few years later.
 

The agrarian reform laws in El Salvador also contemplate various possible 

uses for the bonds which seek to channel the capital formerly tied up in land, 

* See Strasma, John D., "The Financing of Land Reform Progranmes:
Canpensation Payments," Secretary General's Fourth Progress Report onLand
Reform, United Nations, 1966, p. il]. 
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into industrial activities. F:onK of these schemes would require the Central 

Bank to monetize the bxonds -- cash than in before they mture -- and the 

overall nonetary situation in El Salvador makes it clear that this is not 

likely to be possible. However, no such problem arises when the state 

exchanges one illiquid asset, such as a state-owned factory or hotel, for 

another illiquid asset, the Agrarian Reform bonds. 

By accepting bonds in exchange for shares in these industries, the 

government would also be telling the bondholders that. although society no 

longer assigns them a role as large landowners, they do indeed have a 

socially-recognized role as owners and managers of these manufacturing 

enterprises. This, in turn, would ensure that their energy and -- one hopes 

- their own capital fram nonagricultural assets, would be channeled into 

production and employment for Salvadorans. 

Another variant on the traditional process has also been suggested, by 

the President of the Industrial Bank (BANAFI). This new entity has been set 

up to hold the portfolio of loans made by the former, and discredited, INSAFI. 

Instead of converting the overdue and uncollectible loans to state industries 

into stock, and swapping the stock for Agrarian Reform bonds, one could also 

consider simply selling off the overdue loans themselves. The operation would 

be similar to "nonrecourse factoring," wherein an investor buys a portfolio of 

loans made to borrowers, and then collects them for his c&.n account. The 

ove-rdue credits could be auctioned off, with Agrarian Reform bonds being 

accepted at ncndlial or par value. Then the successful buyer of each overdue 

loan would simply notify the current managemnent that he was demandinq 

imrmediate payre-it, and would foreclose if payment was not forthcc~mng. Then, 

after carpletion of the foreclosure process, the former bondholaer would own 

the business and take over its management. There would be ro need for a 
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detailed apprairal, and no am for accisations of corruption in the fixing of 

the share price or the choice of buyer. 

The Study Team did not have time to determine, with the aid of Salvadoran 

experts, which method would work best but wein El Salvador, do reccmmend
 

study of the alternatives, so that if it is decided the
to exchange 


state-owned companies for agrarian reform bonds, this may be done as
 

efficiently as possible. 

C. COUI) CAMPESINO COOPERATIVES ALSO USE 7M BONDS? 

There seems to be fairly wide acceptance of the idea of increasing the
 

usefulness 
of the agrarian reform bonds by allowing them to be used at nominal 

value to acquire shares of state companies that have been operating at a loss. 

This will increase the demand for the bonds, and hence their market price. 

That action will clearly favor the bondholders, former landowners. Political 

leaders may well there is way usesask if a that the new for the bonds could 

also be made to favor the camrpesinos, who are the subjects and intended 

beneficiaries of the agrarian refon in the first place? There is a way, and 

there are precedents in scae South American reforms. 

In particular, as each coperative takes nney from the sale of its 

harvest to make the annual payment on its debt to ISTA, to help pay interest 

and principal on those bonds, why not let the cooperativc itself acquire 

Agrarian Reform bonds a them on Jheat discount, and applv Cooperative's debt 

at their nominal value?
 

Bondholders (ex-landowners) with whom we discussed this notion were in 

favor; the more the better get ifdemand, the price they will they decide to 

sell. Yet the bonds will continue to sell at a sicnificant discount to 

nominal value, because their interest rate is lower than market rates. This 
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would bc a way in which the carinx,sinos could also increau their ability to 

pay for the land they have recejvcK1, lightening the burden of the agrarian 

debt (See Chapter 6). 

The proposal has one obvious flaw frcom ISTA's viewpoint. ISTA has been 

counting on the cash flwC fram early cooperative payments, to cover the 

interest and to pay for the retirement of the 5-year bonds when they mature in 

a couple of years more. If the cooperatives pay in bonds, ISTA gains in the 

long run by having fewer bonds outstanding, but loses the cash in hand with 

which to pay current interest. 

In our view, however, the ide deserves serious consideration. If new 

uses are added to favor econcmic reactivation and to help the bondholder, 

there is no obvious reason the canpesinos should be prevented from also taking 

advantage of the mechanism. There is already quite a gap between the 

amortization schedules for the bonds -- mostly paid off in years 20-30 of the 

bond's life -- and the debt payments by the cooperatives, which begin as soon 

as year 3. It is likely that the Central Bank will intervene in any case, to 

provide liquidity when ISTA needs it, and to absorb it when ISTA is receiving 

more funds in canpesino payments than ISTA needs for its cul-rent budget. 

There is zven a way to reduce ISTA's cash flow problem: ]e- the 

cooperatives pay ISTA in cash, but with a discount similar to the current. 

market discount rate for the long-term bonds. Should ISTA later have more 

cash coming in than it requires it could then go into the bond market and buy 

bonds, retiring them and reducing its future liabilities. 

In summary, if new uses are authorized for bonds, favoring the 

ex-landowners, the Study Team suggests that a similar mechanism be extended to 

allow cam-pesinos to benefit as well. 
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PART Stx 

MID URGENCY OF REVISING CAMPESINO LAND DEBT POLICY 

In Chapter 6, we reported the possibility that campecinos are being asked 
to pay different prices for similar land received, in Phase I. We also
 
reported some empirical evidence 
that suggests that same cooperatives are
 
being charged more 
thar, the land appears to be worth, and cert inly more than 
they can afford to pay. (Others, however, may be tndercharged.) In
 
Phase III, on 
 the other hand, FINATA calculates separately the compensation to 
ex-owners, and the price to be paid by the campesino beneficiaries. Although 
FINATA seeks to have the two prices care out much the same, at least under
 
this mthod all Phase III beneficiaries 
should be charged about the same price 
if they are receiving the amountsame and quality of land.
 

It appears to the Study Team that it 
 may soon be time to reappraise the
 
ISTA procedures 
 for valuing the land that campesinos receive. Regardless of
 
whether the compensation paid the former 
owner was just or unjust, too high or 
too low, it i.s likely to be unequal among cooperatives.
 

In addition, the incentives 
to the ISTA personnel appear to be all wrong,
 
fran the campesino point of view. 
 The higher the valuation placed theon 
prope ty, the more the cooperatives have to repay IS A, and the more money 
ISTA will make interest on, at 9.5 percent. ISTA, meanwhile, is paying the 
ex-owners 5 percent and 6 percent on their bonds. (However, to the extent 
that the expropriated property was mortgaged, ISTA has had to exchange the 
original bonds over -- turned to the mortgage lender -- for others, on which 
ISTA has to pay 12 percent.) This should discourage ISTA valuers from being 
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too generous, if the exprq)riated prcjx-rty is nortgaged for a lari share of 

its value. Yet the more ISTA agrees to piy, above the irwrunt of the 11ortage, 

the more debt on which ISTA will earn the difference between the 6 percent it 

pays and the 9.5 percent the campesino cooperative must pay ISTA. 

We want to stress that we have no reason to believe that ISTA has 

overpaid ex.-landcwners simply because that would be profitable for ISTA. But 

we do note that the incentive is there, and the beneficiaries micht some time 

wonder if that had happened. One solution would clearly be to separate the 

two price determinations, as FINATA does. The value for ccnpensation purpose­

would continue to be the value determined largely by the ex-landcvwner's tax 

declarations of 1976 and 1977. But the value for campesino payments would be 

determined by the value of the land to the campesinos, based on a calculation 

of the farm's ability to produce income. 

Obviously, this is a delicate proposition. First, a change at this or 

any other time would be interpreted by some as "proof" that there had been 

corruption in the valuation for carpensation purposes. We do not have such 

proof, nor did we have the time or expertise to make such a judgment. 

Secondly, there may be people in and out of government who do not want the 

cooperatives to be able to pay the agrarian debt, because these people want to 

be able to say, "See, the land reform is a failure and the beneficiaries are 

not making the payments on their debt." 

Thirdly, there are still over 150 properties on which valuation is 

pending. If ISTA personnel knew that they could pay the ex-owner enough to 

make him happy, and not have to pass that debt on to the caxrpesinos, this 

could remove one of the very few restraints now in place to support ISTA in 

its efforts to keep conpensation down to the amount specified by law. In 

effect, separation of ccmpensation and repayment values might lead to overly 
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generous payments to those owners who are still resisting sett]leant -- at the 
expense of Salvadoran taxpayers who wmld have to make up the difference
 

between ccmpensation and 
 land repayments. 

For these reasons, the Study Team recommends that ISTA first move to
 
settle all pending compensation claims, the assumptionon that the 
beneficiaries will in fact have to pay whatever amount is decided upon. 
We 
recommend that the cooperative be givc:n a presence and a voice in those 
negotiations, in all cases in which the owner has refused to reach a speedy 
and reasonable settlenent according to the law. 
If the owner threatens to
 
take 1STA to the courts, it would help if the cooperative itself could be
 
represented by an attorney, to make the judge more aware of the interest of
 
the beneficiaries in a reasonable price. 
While neither ISTA nor the
 
cooperatives have resources for this, we recommend that AID consider a small
 
grant to FESACORA to enable it to retain attorneys when needed by its member
 

cooperatives.
 

Once the compensation process is caTpleted, however, then it would be
 
timely for ISTA to look seriously into the inequality among cooperatives
 
produced by the arbitrary use of tax declaration values, as well anyas 

irregularities that my have entered 
the valuation process. A review
 
ccmiission, with representatives of FESACORA and ISTA 
 and technical personnel
 
fron PIAG, could review the price of each 
cooperative's land. Any land which
 
should be transferred 
to ISREN should be identified at that time, and 
separated for transfer, with an appropriate reduction ini the amount of the 
cooperative's land debt. A new estimated value should then be set for the 
renaining land, based on the productive potential of the soil under proper 
management. This value should be determined by capitalizing the estimated 
potential incae under good management, at the going rat- for production 
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credit -- current]y around 14 percent interest. In other words, no 

cooperative should be expxcted to assumer an agrarian debt for mnre than about 

seven tims the net income that the land is capable of producing under good 

m-nagelrYnt, above and beyond normal and reasonable wages for the labor of the 

cooperative nentbers. 

IA this procedure is established and followed, it seems likely that 

virtually every cooperative will be able to make the pay..ents on its land 

debt, and coop menbers will be much more likely than at present to feel that 

they are now landowners. 

For this good result to follow, it is also important to remove the debt 

"overhang" that afflicts many cooperatives as a result of the inadequate 

control of the emergency credits granted in 1980. To this, we turn in the 

following chapter. 
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CHAPTER 12
 

THE IED TO WRiT OFF OR REFLDiANE MUCHi Or THE "DWEflGENCY" CRj)IT 

If no change in present policies takes place, a substantial number of the 

Phase I cooperatives will in effect have to undergo som sort of bankruptcy 

proceedings. The Banco de Fcmento Agropecuario is extremely reluctant to 

accept this. As Jong as the cooperative is functioning at all, it appears 

that the BFA is prepared to refinance its accumulated debts year after year -­

at a higher interest. This obviously overstates the value of the portfolio of 

the BFA, as many of these loans will never be repaid, and it discourages the 

cooperative members, as their debts get higher and higher and there is no hope 

of ever paying them off. 

A consultant recently recommended that the BFA greatly increase its 

reserves for bad debts, writing off large anounts of these debts as 

uncollectible. The only problem this action poses for the BFA is that it 

reduces the net worth of the Bank itself, which may be painful to the officers 

and Directors of the Bank, but it is not a real change in the net worth of the 

Bank, since these loans are uncollectible anyway. 

When a loan to an Acrarian Reform cooperative is uncollectible, the 

situation is not at all the sane as with a bad loan to a private borrower. In 

the first place, ISTA has guaranteed repayment of principal and interest on at 

least 50% of these loans. The BFA, therefore, could quite reasonably say that 

the loans are good -- even if the coop can never pay -- because another 

Governnnt agency has guaranteed payment. This would be fine if ISTA had any 

budget with which to pay the bad loans to B3FA, but it does not. 
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In fact, the nature of a qoveiT11nvnt "juarntee" by one agency to another 

agency of the sanar goverruTInt, if? Ixvculiar to :;iy the ]east. If the credjt is 

unpaid, the issue really comes down to a struggle between two bureaucracies as 

to which will absorb the loss in its bookkeeping. Hcoever, the matter is 

hardly equal. At present, ISTA has a barebones operating budget and its main 

financial asset is the pranise of the Agrarian Reform coops to repay the price 

of the land. At the .ame time, it has its own debt outst-nding -- the bonds 

-- for that same amount. Although the campesino beneficiaries are supposed to 

pay 9.5 percent interest, and ISTA pays saewhat less to same bondholders (and 

srewhat more to others -- the banks), if there is any delinquency in coop 

payments for the land, ISTA is unlikely to have a net incone from its 

financial portfolio with which to make good on loans it has guaranteed. 

Yet nothing is ever simple, and there is one possibility for ISTA, at
 

least for the next 27 years or so. The bonds are not amortized evenly. 

Instead, they pay interest only for 5 or more years, and then all of the 

principal is to be paid off in the last years before maturity. The 

cooperatives, on the other hand, are required to make annual payments on 

principal as well as interest. (They may use an initial grace period if 

necessary, but eventually they are supposed to madke payments on principal as 

well as interest, bach year.) Thus ISTA theoretically will be receiviig 

payments of prijcipal years before it will have to pay them out tc 

bondholders. ISTA could, in the short run, dip into this irrnev in order to 

make good on loans it has guaranteed to the BFA. However, the Study Team 

wants to stress that this is a theoretical concept at present because ISTA has 

not yet collected enough of the land debt to have such a positive cash flow. 

In any case, if ISTA were to use this money for current operations, 

including making good on loans it had guaranteed, then ISTA would be unable to 
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make good on the bonds when they came due in 1985, 2000 and 2010. Since th-e 

bonds therselves are guaranteed by the Government of El Salvador, at that
 

point the Central. Bank or 
the Finance Ministry would presumably step in and 

redeem the bonds. 

The "Fxergency" loans made in 1980, at the outset of the Agrarian Reform, 

appear to be a controversial matter for many coops, and an unsurmountable
 

barrier for at least same 
of them. As long as these amounts are outstanding, 

and ISTA and the Banks are trying to collect them, it will be very difficult 

for many cooperative nrbers to imagine the day in which they are making 

profits and enjoying the benefits of landoership. 

There are a few cooperatives that have problems repaying their ordinary 

production credit each year, but it appears that if the emergency loans were 

written off, and if the agrarian debt were reasonably related to the potential 

income from the land (see Chapter 11), then almost all of the coops could 

operate reasonably well and with significant benefits for their members. 

The Study Team does not reccmrend a general policy of writing off 

production loans that cooperatives are unable to pay, except in the case of 

natural disaster such as the drought and floods of late 1982, or civil 

disaster such as the cases where cooperative members fled while the Army and 

guerrillas fouaht through their lands. In those cases, the banks should write 

off the uncollectible amounts and make new loans as soon as the basic cause of 

the inability to pay has been removed. 

The experience of other countries with land reform programs suggests that 

it is important to maintain, as El Salvador has, that credit extended to 
beneficiaries is a business proposition and it should be repaid. Yet the 

total outstanding for many cooperatives, for reasons explained in Chapter 6, 

is impossibly high, and at the punitive interest rates applied by banks in 
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El Salvador whenever a loan is pist due, it sees unlikely that many coops 

will ever see a profit. That would soon discourage nxrmecrs, and could even 

lead to a desire to return to the old patron. If he had problem with the 

banks, the workers never knew about it, and saTe might prefer it that way. 

There are precedents elsewhere, for a write-off of these credits. The 

tourism industry (hotels, etc.) is currently soliciting a massive refinancing 

of its debts with "soft" loans, ncrinal interest rates, and long maturities. 

The Study Team recalls the refinancing schemes that saved many of the Real 

Estate Investment Trusts (REITs) in the USA, a few years ago. Typical 

arrangements were I percent interest rates, 30-year payment periods, and 5 

years of grace. 

Such a-rangements would be almost as good econcnically for the coops as a 

forgiveness of the loans. However, for the beneficiaries who are 

unsophisticated in finance, the debt would still appear to be real and 

unpayable. The Study Team therefore recommends a simple study of all the 

Emergency Credits still unpaid, and the foregiveness of all of those which 

have not led to productive investment which the cooperative members can see 

and believe in. We believe this would go far to making the Phase I 

cooperatives viable, healthy business organizations, while maintaining the 

integrity of normal production and investment credit relations between the 

coops and banks. 
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CHAPTFZ ] 3 

THE NEED '10 ESABLISH AN IN'SURANCE SYSTEM 

AMong with other problems, farmers in El Salvador -- including reform 
beneficiaries -- suffer from the lack of an insurance syr em to spread over 
many producers the risk of great loss to any given producer. There is lJttle 
insurance available against the risk of ordinary fire, wind and water damage 
to farm buildings; there is none against the risk that guerillas or other
 
lawless elements will burn them down. 
 There is also no copensation for coops 
and other landowners, should operations jy army or paramilitwy units happen 
to damage or destroy crops or farm buildings.
 

As was mentioned in Chapter 
 6, above, Phase 1 coops often bear
 
substantial expense to 
feed and pay wages to paramilitary troops assigned to 
them, whether by their own request or not. However, an additional expTense
 
that was often reported to the Study Team was 
the loss of farm vehicles
 
(jeeps, trucks or tractors) that these paramilitary troops "borrowed" and
 

wrecked or damaged. Whether the loss came 
 during hot pursuit of bandits or
 
other persons threatening the cooperative, 
 or just on a joyride hy the
 
troopers, either way the coop 
has lost its vehicle and there is no possibility 
of collecting damaaes or obtaining a replacement vehicle.
 

Likewise with natural disasters of various types: every year, 
 some coops 
will suffer from drought, flood, or other natural disaster. Others will not, 
and as a result will be far more profitable than those suffering the disaster. 
The BFA has a weJ l-developed system for monitoring the extent of crop losses 
due to drought, through periodic field visits during the growing season. It 
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uses this sste to verif, thc ]eaitinmicy of borrower inability to pay loans 

due to such losses. Howrver, in the case of reform beneficiaries the BFA is 

reluctant to allow a writeoff of loans as uncollectible, because ISTA has 

given a global guarantee of repayment. (As a rule, the guarantee is for 50% of 

current production loans. However, for cooperatives in serious financial 

trouble, the banks generally insist bn a 100% guarantee by ISTA, and ISTA 

usually gives it.) 

It appears to us that the study of feasibil ity and alternative methods of 

funding an insurance system are particularly suitable for external assistance 

agencies, such as AID. There is experience in other Spanish-speaking 

countries, and an AID staff person in Washington has recently done a goad deal 

of research on this subject. 
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Cl API M 14 

1? JTR-FSARCH NE I TO INCREASE TE EFFTIVENESS 

OF AGRARIAN REFORLM IN F, SAJVADOR 

The Study Team was in El Salvador for less than two months, and despite 

willing cooperation on the part of host governmtrnt agencies and the Agrarian 

Reform beneficiaries thenselves, there just was not enough time to dig deeply 

enough into sce key problans. Many of these are the liston of issues which 

PERA pJans to study, and the Team would heartily recculiend that it do so. For 

others, it might be appropriate for AID to encourage PEPA or another agency to 

add these subjects to their agendas, or even to comission the research
 

itself.
 

1. Right at the list,top of the the Study Team would put research on 

the Phase III (Decree 207) set of properties. We know relatively little about 

what, if anything, the landowner himself has been producing on the part of the 

land not rented out. It is reported that smie of these landowners were 

renting small parcels at different sites each year as an inexpensive way to 

get the land cleared, so that after the tenant had cleared it and raised a 

crop, they could run cattle .n the resulting natural pasture. The research 

should establish the frequency of this reason for rental, and determine 

whether such will inlandowners continue the livestock business. If they 

liquidate their herds now that they no longer have a cheap, even profitable, 

way to get that land cleared off every few years, then the question becomes 

what they will do with their land next. The interviews should determine 

whether such owners have begun to cultivate the land, and if so, with what 

crops and farming methods. 
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Next, one wcIld determine how Phai.o I1I owners; are responding to the 

forced sale of plots they once rented omt. Are L'ey tunding to ]eilve far.l-ina 

entirely, offering to sell their entire holdings to FINATA, or are they 

accepting the challenge to farm better what they have left? For those who 

sell, we would try to determine how they are investing the cash and bonds they 

receive from FINATA for the land that goes to fornKer tenants. 

Next, we would ask what relationships are developing among the owner and
 

his former tenants .. c ,,lL...2r~taryor antagonistic, coqtitive or 

cooperative? Are there problems of access to roads, water, etc., and if so 

how are they being resolved? 

This research should establish the frequency of shifting cultivation, 

where no campesino erer tilled the same plot two years in a row, and the land 

was allowed to lie fallow for one or more years after it was cultivated. 

Where this was the practice, will the Decree 207 program lead to
 

over-cultivating and soil erosion, as'som fear? Or will it lead to soil 

conservation practices, terrace-building, and the like, as many hope? The 

researchers would also explore and recomTend appropriate public policies, and 

suggest which public and private agencies could help.
 

2. Other landowners may rent because they are unable to farm part or all
 

of their holdings themselves, but we do not know whether that inability is 

temporary or permanent. We do not know whether the owne-s would rather sel l, 

but think they could not find a buyer at this time, or indeed may be forbidden 

by law to transfer the land to anyone but ISTA or FINATA. 

In a country without much of a pension plan for most of its citizens, the
 

holding of land as a source of rental inccm in retirement is a natural 

investment for small landowners as well as the wealthy. For many of thes-.?, 

the agrarian reform bonds would be. a perfectly adequate substitute for rental 

209
 



incrCae -- provided El Salvador does not go through a 4significant inflation any 

time in the next 30 years. stjIl, if the former owner lives in the 

countryside, it is not clear how easily he will be able to collect the
 

interest coupons as they coae due, whereas the tenant cames to him with the
 

rent. 

If they do not have other incomes or transactions on which they have to 

pay taxes in any case, the' they will not be able to "collect" the coupons by 

using than for tax payments. They will, however, be able to sell. the coupons 

for at least 90 or 95 percent of their face value to other people who will use 

then for paying taxes. (However, that will require them to go to San Salvador 

and rreet one of the several intermediaries who deal in the ccupons and bonds.) 

At any rat . ecommend the study of rental arrangements, and the 

drafting of regulations to define'the circumstances under which renting is 

considered economically and socially justified. In other countries, upwardly 

mobile campesinos begin as wage laborers, climb the "tenure ladder" by renting 

land, and eventually buy some land of their own. While the present freeze is 

helpful in completing the reform process, we would like to see study of what 

types of rental should be allcwed, under what circumstances. 

3. Likewise, the 30-year freeze on the transfer of titles received under 

Decree 207 appears to be unnecessarily long, and we reciTiend study toa 

determine the nature and duration of restrictions on land transfer that would 

be appropriate for the beneficiaries of agrarian reform in El Salvador. 

4. In some cases, the Phase I cooperatives appear to be too large for 

maxirmum efficiency, and we would suggest study of the feasibility of dividing 

them into entities of more manageable size. To begin the study, one might 

look at Melara and Buenavista, two coops where this has already been done. 
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Appe.ndix Fl:hibJit 34-] shcv!- the wid,- iane in fi e almong Phnce I CoratIjvc!-. 

now -- what is the OptijIuT ;i;rC iN 'ijjjvjojjrail c(,cnitions? 

5. Although there is not enough agricultural land in El Salvador to aive
 

every would-be farm operator a parcel large enough to raise a family and then
 

divide it amona his numerous children, there may nonetheless be possibilities
 

for incorporating more campesinos intb the Phase I cooperatives than have as
 

yet been brought in. Someone should look at the man/land ratio among these 

coops, with allowance for soil types, and determine which coops are the 

"outliers" in that they have more hectares per member than most of the others. 

These would be candidates for same kind of restructuring, to incorporate same 

of the people thus far left out of the agrarian reform. The task is not easy,
 

and as the coops buccn more prosperous, the incumbents will resist more 

tenaciously. Yet we think it should be done.
 

6. We would like to see a careful study of the extent to which the 

ability of phase I coops to pay their debts, including the land debt, is 

affected by three variables: 

a) Losses due to storm, drought, plaque, act of war, etc., which
 

might be covered by sane sort of insurance scheme in the 

future. 

b) Principal and interest on credit received in 1980, for which 

there is no clear record or agreement as to hc the funds were 

used, or that they were even used in benefit of the coop and 

its members. 

c) Apparent over-valuation of the land and inproveurents received by 

the coop, as ccupared with nearby cooperatives with similar 

soils, etc.
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7. Martinq nc a qoc look just in themselves. The exprt 

i.arketing of El Salvdor's priJncipal expx)rts is now a governnrnt noncqoly. At 
least in coffee, however, produ~crs receive a final accouncting only r-ore than 
a year after they deliver the product. Meanwhile, their bank loans continue 
to accrue int-rest and the cooperative members may well wonder why their 

leaders cannot agive financial accounting until more than a year later. It 
seems urgent to discover another way to finance El Salvador's huge coffee 

stocks--or else to change the mrketing plan and liquidate them promptly. As 
the old Spanish saying goes, "Las cue-ntas claras conservan amistades." 

JJ_.ewise, IRA's grain buying was much critized by our interviewees. We 
do not know whether the IRA employees are being difficult because the coops 

are unwilling to pay bribes, as many other growers are rumored to do, 
or perhaps the coop mrers' corn-really is more humid than average for the 
zone. Still, the rrerketing function is vital to the success of any econcxy, 
and research here could have a high payoff to both consumers and campesinos. 

8. As new methods of Extension are tried out, PERA should be encouraged 
to study their operation in practice, with a continuous evaluation and 
feedback to policymakers. This would also appl.y to the several modes of 
improving technical oTrpetence and management skills in Phase I cooperatives. 

9. Participation by c-pesinos needs to be kept in mind; a specific
 

research project might well study attitudes and desires of the beneficiaries
 

themselves, as to how they can take more effective roles in the design and 
inplarentation of the agrarian reform in their country. We have suggested a 
smll grant to enable FESACORA to provide attorneys to cooperatives whose land 
is tied up in a fight between ISTA and the former owner; actually, we would 
recommend that funding be provided to help organize many ore events similar 
to the CODIZO cost accounting workshop described in earlier chapters. There 
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is also gq'cat rT'rit ii- jurt nvi,.ing it ;x::Aib]cf or cLnF,-ino leaders to qet 

toaether and ccwalixre ideas, :o enhance the sense of p-irticipation and the 

sense that they do have an effective voice, as a result of agrarian reform. 

We %mld urge that mall research projects be mounted to explore the 

extent to which canpesinos feel that they are participating too little, too 

ruch, or about the right amount, and to elicit suggestions cs to how the land 

reform agencies can besL be nore helpful to the beneficiaries. At the same 

time, we are not totally naive. So long as the free expression of one's
 

thoughts to strangers coald get one killed, it is unlikely that interviewees 

will want to talk freely about their real attitudes on delicate political
 

matters or even on the policies of agencies with which they must deal. 

On this point, incidentally, the Study Tean felt that the fact that team 

members were obviously foreigners, albeit fluent in Spanish, probably helped
 

on balance get closer to the actual situation. While the "tell them what they 

want to hear" bias is always present in interview studies, at least we believe 

most interviewees did trust us to neither id~entify them and their views to any 

goverrnent agency, nor to be offended if they did criticize operating problms 

or policies of agrarian reform agencies. 

10. As has been stated earlier, the Study Team hlieves the acrarian 

tribunals contenplated in the law could rn ke e contribution Lo carnpesino 

welfare and reduce one of the most basic causes of rural violence. Legal 

research should e>plore the alternative ways to set up such courts. In 

particular, court procedures should be designed so that the poor can come to 

them at little or no cost, without a lawyer, and still expect to obtain 

justice. There is experience in other Latin kierican countries on this 

subject, and there are staff mebers of the Land Tenure Center of the 

University of Wisconsin who are familiar with that experience. 
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/u J 'J'°;"L)I ,A A 

Pha . c, I I.:jnd 'Fr;iii .?f r Nlb(,1 of r opsC) 
;iNIIjid ~ ~ 1I 0C Ic ii j( Hi) F* 

Number of No. Productive Area of LandProp.r t i es Units 1/ Transferred 2/ 
Region I 106 
 85 59,176.69 

Ahuachapan 32 26 14,259.80
 
Sonsonate 
 46 
 36 24,233.51

Santa Ana 
 28 
 23 20,683.38
 

Region II 92 78 54,221.69 
La Libertad 
 60 55 32,518.42
 
San Salvador 19 
 12 10,283.53
 
Chalatenango 
 8 8 8,449.70
 
Cuscat]an 5 3 2,970.15 

Region Ill 
 90 
 72 35,507.73
 
Cabanas 
 2 2 695.03
 
La Paz 
 57 44 25,194.95
 
San Vicente 31 
 26 9,617.75
 

Region IV 
 125 
 79 6 1508.52 
Usulutan 
 69 
 41 
 27,521.48
 
San Miguel 25 
 19 
 19,574.58
 
Morazan 
 2 2 1,308.16
 
La Union 
 29 17 13,104.30
 

TOTAL 
 413 314 21O,4 4 . 7 4 

1/ Usually cooperatives but includes 1 unit 
(1,386.73 hectares)

transferred to state 
agency as national reserve and 9 units
 
(2,298.23 hectares) which do 
not have farmer organization 
listed as formed. 

2/ Area in hectares, of which 13 units (now totalling 9,747.68 Ila.)
have not had final determination of area (variation would not 
be substancial); reserve rights excluded although sonic may 
change.
 
Source: ISTA and PERA data, as of December 17, 1982. 
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APPENDIX B
 

ORGANIZATION CHART FOR FIVE
 

ISTA COOPERATIM, 1982
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APPENDIX C 

The Study Team reviewed a great deal of informa­
tion on credit used by the reform sector. Some readers 
may be interested in the tables which folla,;, prepared 
for an earlier draft but not used in the final text. 
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EXHIBIT 6-17
 

BANKS PROVIDING CREDIT TO PHASE I FARMS 1980/81 AND 1981/82
 

(Evaluaci6n) PERA
 

NO.OF Co-

ops Assig-
FINANCIAL INSTITUTION 
 ned 	80/81 


1. BANCO DE FOMENTO AGROPE-CUARIO 91 

2. BANCO HIPOTECARIO 43 

3. BANCO DE CREDITO POPULAR 9 

4. BANCO DE COMERCIO 8 

5. BANCO CAPITALIZADOR 11 

6. BANCO MERCANTIL 7 

7. BANCO INTERNACIONAL 5 

8. BANCO CUSCATLAN 15 

9. BANCO AGRICOLA COM.ERCIAL 13 

LO. BANCO SALVADORE1O 9 

ANCO T 'INANCTT O 	 1 


12. 	BANCO DE DESARROLLO F INVER-

SION 
 3 


'3. FEDERACION DE CAJAS DE CRE-

DITO 
 20 


!4. INSTITUTO NACIONAL DEL CAFE 
 33 


No.of Co-

ops Assig-

ned 	81/82 


91 


46 


10 


10 


12 


8 


6 


15 


14 


15 


1 


3 


21 


31 


No.of Co-

ops with

financing 


81/82 


78 


43 


10 


10 

9 


7 


6 


15 


13 


14 


1 


3 


19 


31 


No.of Co-

ops with-

out finan-


cing 81/82 


13 


3 


3 

1 


1 


1 


2 


Status 	 Amount
 
Approved


81/81
 

Unknown
 

--- 958,685.836.00
 

--- 34,671,057.80
 

--- 12,182.870.00 

19,679.540.00 

1 4,751.724.48 

--- 1,376.791.00 

--- 1,574.880.00
 

--- 11,224.392.00 

1 11,8i1.210.00
 

1 16,145.447.00
 

--- 713.450.00 

2,870.760.00
 

--- 4,437.195.59 

41,625.278.00 
TOTAL 
 268 
 283 
 259 
 24 
 4 	 0211,750.43!.87
-i' ._SERVTO"S: 
 The amounts include the following credits:-production loans, coffee refinancing, agri­cultural machinery and parts, bee-farms, debt payment, etc.
Source: 	 Central Bank
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Exhibit 6-10 Phase I Production Credit by Crops1980/81 - ).981/02 */ 

Thousands of Colones 

Item 
 1980/81 
 1981/82
 

TOTAL 
 141,301 
 176,762
 

Basic Grains 
 17,973 
 25,900
 

Coffee 
 55,553 
 62,220
 

Cotton 
 56,308 
 68,851
 

Sugar Cane 
 6,894 
 13,458
 

Others 4,653 6,333 

Approx. No. Hectares -/ 75,441 
 86,264
 

* Source: MAG/PERA "Andlisis de la Situaci6n Crediticia de las 
Cooperativas Agricolas del Sector Reformado" Sept. 1982 

-/ Source: ISTA, Department of Marketing and Credit 
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Exhibit 6-19 Number of Phase I Cooperatives Receiving Credit
 

by Financial Institutions, 1980/81 and 1981/82
 

1980/81 1981/82 

Banco de Fomento Agropecuario 83 (31.8) 80 (31.0) 

Banco Hipotecario 41 (15.7) 43 (16.6) 

Instituto Nacional del Cafd 35 (13.4) 32 (12.4) 

Federaci6n de Cajas de Cr~dito 21 (8.1) 18 (7.0) 

Bancos Comerciales Nacionalizados 81 (31.0) 85 (33.0) 

TOTAL 261 (100%) 258 (100%) 

Source: MAG/PERA "Anlisis do la Situaci6n Crediticia do las Cooperativas
 
Agricolas del Sector Reformado," Doc. 1-10, Sept. 1982
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Exhibit 6-20 Recovery Rates of Financial Institutions for Reformed
 

Sector Ukans,. 1980/81 anti .981/82 

Thousands of Colones 
 Recovery Rates (%) 

Loans (1) Recovery (2) (2) .­ (1) 

1980/81 1983/82 1980/81 1981/82 1980/81 1981/82 
Total 141 381 176,762 107,922 135,617 76.3 76.7 
1. Banco de Fomento 

Agropecuario 
31,135 32,917 10,886 22,568 35.0 68.6 

2. Banco Hipotecario 30,724 33.680 23,899 20,117 77.8 59.7 
3. Instituto Nacional 

del Caf6 
33,903 36,360 33,903 36,035 100.0 99.1 

4. Federaci6n de Cajas 
de Cr6dito 

1,078 2,253 65 886 6.0 39.3 
6 

5. Bancos Comerciales 

Na ciona liza dos 

44,541 71,552 39,169 56,011 87.9 73.3 

Source: MAG/PERA "Andlisis de la Situaci6n Crediticia de las Cooperativas Agr.(colas
del Sector Reformado" Sep. 1982. 
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Exhibit 6-21 
 - Phase I Production Credit, Delinquent Payments, and Amounts Refinanced
 

by Credit Institutions: 1980/81 and 1981/82
 

Thousands of Colones
 
Financial 

Institutions 

TOTAL 

Credit Granted 
1980/81 1981/82 

141,381 176,762 

Delinquents Payments 
1980/81 1981/82 

33,459 41,145 

Amount Refinanced 
1980/81 1981/82 

25;694 33,823 

Not Refinanced 
1980/81 1981/82 

7,765 7,322 

Banco do Fomento 
Aorcpeuario 31,135 32,917 20,249 10,349 20,197 8,761 52 1,588 

Binco 11i4otecario 30,724 33,680 6,825 13,563 2,476 12,527 4,349 1,036 

instituto 1,acionaldel Caf4 (INCAFE) 33,903 36,360 -9- 325 -9- 325 -9- -9­

o 
eci.nde Cajaside Crvdito 

Bancos Cc-nerciaies 

1_1,078 2,253 

[ 

1,013 1,367 966 909 47 458 

Nacionalizados I 44,E41 71,552 5,372 15,541 2,055 11,301 3,317 4,240 

Source: 
MAG/PERA "Analisis do 
la Situaci6n Crediticia de las Cooperativas Agrfcolas del Sector Reformado"
Dec. 1 - 10, Septiembre de 1982
 



Exhibit 6-22 Reformed Sector Cooperatives and Their Situation 
of Solvency or Indebtedness for 1980/01 and 1981/82 

Credit1 1980/81 

institu- 1981/8281 2 
Refi-
tions Not Re-Funded Solvent Indebt nanced financed Funded 

Refi- o -Solvent Indebt nanced finance( 
. Banco de FO-ento 83 
 8 75 72Agropecuario 3 80 50 
 432. Banco Hip-tecario 41 is 

30 
7 

23 20 43 12 31 
 27
 
3. Inst.Nacional de 35 35


Ca f32 32 
 27 
 5­
4. Federaci6n de Ca- 211 
 17 11 6
 

Crdito 
 16
 
II
 

Naciona lizados 
 14 ]2
! 35 13
' " I 48351 
TT AL 261 141 19

121 121 258 I107 ii 1 121 
 -:0
 

i C 



Exhibit 6-23 Estimated Sources of Funds for the BFA 
for 1983 

Millions of Colones 

BFA Estifimte Consultant Estiimate 

78.0 78.0
1. BID funds 


57.0 -9­2. AID " 

3. PL.480 (micro-enterprises) 8.0 8.0 

145.0
4. Central Bank (BCR) 145.0 

Production Credit 100.0
 
Developmcnt Fund 5.0
 
Refinance 30.0
 
Transfers 10.0
 

61.0 74.0
 

Net recuperations 47.0 60.0
 
5. BFA resources 


14.0
Product sales 14.0 


Total Supply 349.0 305.0
 

Sources: AID/El Salvador Consultant Report, November 1982
 

229
 



Ehibit 6-24 

Estimated Items 


1. 	 No. of Haciendas finan­
ced 	by BFA 

2. 	Est.Production 1982-83 


(colones)
 

3. 	Value of crop in Stcrage 

Previous Years (with) 
(colones) 


4. 	Cooperative Savings (co-

lones) 	 znd (i of coops) 

5. 	Expected Coop.Worth at 


end of 1982-83 (colones)
 

6. 	Average Worth/lacienda 


(colones)
 

7. 	BFA Loans due by end of 


1982-63 (colones)
 

8. 	Total Delinquent Loans 


Previous 	to 1982-83
 
(colones)
 

9. 
Est. 	Debt at end of 1982-


1983 

10. 	 Unpaid Loans to:
NCALE 
COPa.L 

INAZUCAJ 

11. 	 Net Delinquent kIans due 
FIA (row 8-9 in colones) 

12. 	 No. of Coopsi with 13'i cre-

dit expjected to produce 
excess
 

13. 
 Est. Value of Excess 


BFA Estim-ted 
Phase 

Western 


25 


12,084,469 


863,901 

(INCAFE) 


27,700 


(1) 


12,976.070 


519,042.8 


11,323,144 


4,064,589 


15,387,733 


863,901 


3,200,688 

14 

1,549,752 


Financial R¢eturnzs and Losses 
I Farms by Regioi,, 1982 - 83 

Central 


15 

7,514,980 


1,578,037 

(INCAFIE,COPAI, 

+ INAZUCAR)
 

30,850 


(1) 


9,123,867 


608,257.8 


5,381,014 


6,623,C21 


12,004,635 


568,310 

67,553 

942,174 


5,0 4 5 ,584 

15 

2,141,578 
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Para 

Central
 

35 


12,119,198 


2,227,838 

(INCAFE+COPAL 

0 


14,347,036 


409,915,31 


12,025,198 


13,913,655 


25,938,853 


1,083,960 

1,143,878 


11,685,817 

7 

823,140 


for Loans to 

Eastern 
 Total
 

19 94 

9,017,096 40,735,743 

1,778,479 6,448,255
 
(COPAL 

8,641,00 
 67,191
 
(1)
 

10,804,216 47,251,189
 

568,642,94 502,672,22
 

12,360,489 41,089,845
 

3,061,576 27,663,441
 

15,422,065 68,753,286
 

2,516,171 
1,778,479 2,989,910
 

942,174 

1,213,097 21,215,1;86 

2 36 

1,426,125 5,940,595
 



SPa 	 ra
 
Estimated Items 	 Western Central Central Eastern Total
 

14. 	No.of Coops with BFA 24 15 51
 
credit expected to
 
produce deficit
 

19. 	Est.Value of Deficit 788,427 7,612.00 729,140 3,343,392 4,868,571
 

1.. Didnot use credit -9- 1 4 2 7
 

1982-83
 

Accumulated debt up to 3,228,388 5,076,434 11,685,817 1,291,738 21,282,377
 
1982-83 of No. of coops (16) (11) (32) (9)
 
(In parenthesis)
 

1B. 	Expected debt accumula- 3,737,406 3,401,468 11,591,817 6,029,78C. 24,760,436
 
ted by March 83 and No. (14) (10) (35) (16)
 
of coops needing refinan­
cing (in parenthesis)
 

No.of Coops which have 2 1 (3) (7) 3 (10)
 
Removed (Added to) Past
 
Debts (row 16--,
 

No.of Relatively Solvent
 
Coops (row 1-17) 9 5 -8- 3 17
 

*/ 	The Departments included in the regions include:
 

Western - Ahuachapdn, Santa Ana, Sonsonate
 

Central - Chalatenango La Libertad, San Salvador, Cuscatln 

Para Central - La Paz, Cabafas, San Vicente 

Eastern - Usulutfn, San Miguel, Moraz6n, La Uni6n 

The 	underscored Departments are the most afflicted by rural violence.
 

Source: 13FA Memorandum from Ing. Manuel Rafael Ifenrfquez, Chief of the Coordination 
Unit for the Reformed Sector to Lic. Roberto Alvarado, Credit Manager,
 
25 November 1982.
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Pank 


1. A rfcola Comer-cial 

2. 	 Cepitalizador 

3. 	de Ccmercio 


4. 	Cr Poitopular 

--:'urt 


5. 	 CuscatiGn 

5-


6. 	 _s.E.Inv. 

A-cunt 1 


7. 	Iircteca rio 

S. ::ercntil 

Amc.-It 7 


9. 	Sa ivdorelo 


,-n 


C. 	Fe e ito 

Exhibit 6-25 PAYMENTS TO 	 RESTRICTED ACCOUNTS BY 	 "INCAFE FOR COFFEE
DELIVERED BY PHRASE I COOPERATIVES FROM 1980/81 HARVEST */ 

BALANCE DUE AFTER6n 	Coffee l/ 
PAY.r[ENT Tctal No. CREDIT OFOn 	 Other 1/

Credit 	 of

Credit 
 Bk. Coops. _Agr. Debt 


____557476
C - eds 
 5 5t7 , 7 14
26 

1 


..... 


3--


1,546,629.40 
 -9-


-9-
 1 


-e- 22,687.17 


1 


111,391.31 


1 
 1 


618.98 12,118.67 


8 
 6 

1,380,043.62 
 134,110.64 


1 
 2 

177,403.11 
 87,147.51 


6 

1,427,930.02 
 _9_ 


3 
 2 


134,030.41 15,191.48 


2 
 1 


680,545.23 
 35,144.14 


1 
 1 


108,885.57 
 36,105.90 


3
6 I[3 
- 1 586,337,96 

10 


- .11,534,627.45 

3 
 2f 
- 136,525.13 
4 	 2 


- 495,082.99 


16 
 13 


- 1,783.186.61 


2 
 1 

_ 97,637.00 


13 
 12 

- 1,454,695.50 

5 
 -9-


-9-
7 12 6 


- 1,25,161.65 

1 1 1 


- 55,953.65 


6 

4826
 

.
 .• 


CO-OP EARNINGS TO: 

Cartera ISTA/BFA 


2 


677,692.47 


7 


1,362,820.00 


2
 

397,471.67
 

5 


1,386,744.24 


1 

312,519.03 


5
 
303,203.39 


-E?9 

4 


427,801.52 


-9­

-300,6e4.59 

Surplus (savinas) 

1
 

162,653.83
 

1
 

2,381.12
 

1
 
135,633.64
 

-
-9­

-


-9­

-9­

300 , 6 4 .59
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__ 

bit 6-26 Profiles of Iix Ph.:ie I Cooperatives with Debts Which Were 

Not Refinanced by Financial Institutions for 1982-83*/
 

ISTA H.ACIENDA - COOPERATIVE OR ASSOCIATION
 
I II III iV V VI
 

Related Zacamil El Junquillo Tonal6 Melara and San San Juan Boscc San
 
Features Santa Teresa o Rancho Grande Juan Buena Vistal Raymundo
 

1. Finanial Banco Agrfcola Banco do Cr6dito Ban:o Salva- Banco Salvadore- Banco de Cr~di- B.F.A.
 
stitution Comercia ! Popular doreio no to Popular
 

2. .:re in hec. 269.5 766 560 924 475 470
 

3. -- of "e=bers 129 48 181 244 65 96
I I I 
4. "-i__,er of Hectares 80 322 420 840 225 1,052
 

-fzne-
 :or Crops I-., u 
,)1rcPce 


I 


5. Nu.-*er of Hectares 543 151 400 N.A. 230 997
 
" i o: to 

6. Principal Crop Corn-Beans Corn-Sorghum Cotton 1 Cotton Corn Coffee,Corn 

Rice 
:__ _ 

L.J 



Related 
Features 

7. Main Reasons 

for Shortfall 


In U:nds 

Sou.ir ce: :-:G/PERA 

*/ Not refinanced 

Zacamil 
Santa Teresa 

-credit also went 

to purchase trac-


tor and for impro-
vements on farm 


-work load poorly 
organized 


-Low price for 

grains-rain crop 


-No full time ISTA 

technical assis-

tance 

El Junquillo 
o Rancho Gran-

de 


-late credit & inputs 


-member unfailiar w/ 
coop principals 


-No.ISTA promotor 
and part time 

technician 


-Coop.rebers borrow-


Tonalg 

-mismanaged 

funds by Board 


of Directors 

-Poor qua lity 
pesticides 

-low cotton pri-

cc 


ed funds from produc- -late credit 

tien credit 


-Credit spent 

on farms re-
pairs 


Melara and 
San 

Buena Vista
 

-irresponsible 

:,embers not 


familiar w/ 
cooperation 


-low cotton 
prices 


-poor quality 

inputs 


-split in coop 

membership re-

sulting in 
creation of 


"Ana lisis de. la Situaci6n Crediticia..." Sep. 1982 

as of Sep. 1982 

-No ISTA oromotor San Juan Bue-

or technician na Vista 


-High illiteracy -Problems w/ 

Bank imposed 

consul'tants 
called "Ccm­
paPfa Azteca" 


San Juan San 
Bosco Raymundo 

-poor adminis- -used credit 
tration and for machine 
lack of in- ry + im-cro­
ternal con- ve:,ents 
trols 

-poor a--ni. 
-lack of tech- trative ex­
nical assis- perience + 
tance poor -e--er 

motive tion 
-high costs of 
transport on -poor coordi­
the farm nation and 

planning w/ 
-poor cooperati- lenders
 
ve organization
 
and proble-ms -low coffee
 
with ISTA pro- yield 
motor. 

-poor .rke­
tins 

-3 different
 

Boards 



Exhibit 6-27 	 Phase I Production Credit by Crops and Ratio of
 
Unpaid Loan to Credit for 1980/81 and 1981/82
 

1980/a1 ( Thousands cf Colones ) rn /. 2-

roducticn Arnount (1) roduction n 'd/(2)1(2)1 (:) Credit (2) Unzaid Credit Unpaid
 

T TAL 141,381 33,454 23.6 176,7G2 40,167 22.7
 

-basicGrains 17,973 8,323 46.3 25,900 	 7,667 29.6
 
II, 	 J 

Coffee 	 I 55,553 C,060 10.9 62,220 2,701 4.3 

Cotton 5 ,3C 11,635 20.7 GI 	 24,29068,851 	 35.3
 

'Sugar Cane 6,a94 2,952 42.8 13,458 	 298 2.2
 

hers Ir4,653 4,4S4 95.8 6,333 	 5,211 82.3 

Source: 'AG/?-_ ",nalisis de la Situici6n Crediticia de l.s Cooperativas Agrfcolas del Sector Reformado" 

El Salv-ador, Sep. 1982 - Cuadrcs No. 3 y 6
 

Ln 



Exhibit 6-28 	 Phase I Cooperatives - Estimates of Repayment 
Capacity Compaired to Net income Figures for 

1981/62
 

Net Income for Est.Net Income 
 DIECRIVIs Assessment
 
1981/82 Without for 1983/64 with of Repayment Capacity
Cooperative Agrarian Debt */ 
 1st Payment on Ag.Debt**/ in the Long Run
 

25-30 yr. Mortgage
 
6% Interest
 

Intervenidos
 
Coina pa (-217,463.80) 45,968,29

El 0brajuelo (- 71,107.42 (-287,482.00) -

Yes
 
Yes, with 7 year grace
 

period
Pasatiempo (-207,132.80) (-196,371.43) Maybe

Cafetalera Los 145,863.92 
 116,167.85 Yes
 
Pinos
 

Venta Vo]untaria
 
Santa Rosa II 30,603.46 1,466.96 Yes

Buena Vista 4,001.23 27,079.40 Yes, beginning in 6th
 

year
Santa Elvira 
 26,790.60 (-85,445.00) No capacity to pay
Los Naranjos (No Production) 6,312.96 
 Yes, in four or five
 

years
Corral 	Viejo (-120,533.90) (-591,188.90) 
 Maybe,with improved ma­
nagement and innovations
Nueva York 
 42,132.39 (- 96,562.24) No


El Chaparral (- 12,225.00) 7,032.32 
 Yes, in the fourth year
 

(1985)
El Izote 18,328.71 (- 60,802.00) 	 Yes, in the long run
 

Source: NAG/DIECRA, individual copies of "Plan de Amortizaci6n de la Deuda ligraria"and
Diagn6stico Agro-Socio-Econ6mico do la Asociaci6n Cooperativa, Nov.1982 

*/ This is 	 the second year of the grace period of the agrarian debt. 

__ These estimates are based on DIECF's study of returnscosts and for 1981/82
plus an adjustment made by DIECRM which asswnes that the cooperatives
shift to more profitable crops 	

will 
and/or livestock activities. In other words,

these are DIECRA's estimates of the best possible net returns. 

**/ 	 This is the negative net return facing the cooperatives before any calculated
 
payment on "agrarian debt".
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Exhibi t 6-29 	 Other Phase I Cooperatives With DIECRA's 
Impressions of Long Term Repayment Capacity 
With the Agrarian Debt
 

Cooperative-Hacienda/Department 


1. Colima, Chalatenango 


2. Los Lagartos, Sonsonate 


3. El Refugio, La Libertad 


4. Los Achotales 


5. Jalapa, Ubulut6n 


6. Arada Vieja, La Libertad 


7. El Aguacate, La Libertad 

8. El Progreso, Ahuachap6n 

9. Rancho Montevista, Santa Ana 


10. El Pedregal, Santa Ana 

11. La Presa, Santa Ana 


12. El Recuerdo, La Paz 

13. El Socorro, La Libertad 


14. Las Hojas 

15. Los Granadillos 

16. San Miguel Buenavista 

17. San Alfonso 


18. Tepeagua II 


Will Cooperative be Able to
 
Pay Long Term Debt?
 

No
 

Maybe, with extended grace
 

No
 

No
 

Yes, with 7 year grace period
 

Yes, with extended grace perio
 

Yes, " " " 

No
 

Yes
 

No
 

No
 

Yes
 

No
 

Maybe
 

No
 

No
 

No
 

Yes 

Source: DIECRA, November 1982, Preliminary reports
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Exhibit 6-30 Comparison of Features of Phase i Cooperatives With and 
Without the Determined Capacity to Repay the Agrarian
 

Cooperatives With 
Ren3yment Caoacity */ 

1. Comapa 

2. El Cobrajuelo 

3. Fas tiempo 

4. Caf6 Los Pinos 

5. Santa Rosa II 

6. Fuena Vista 
7. Les N3ranjos 
C. Corral Viejo 

9. E. C'cicrral 


El Izote 


1. CalzaF 
12. AraAa Vieja 

13. El Acuacate 

14. Pancho "ontevista 

15. El -ecuerdo 

16. Las Hojas 
17. Tepeocua 


Coon-ratives With No 
c:..... C3oacity 

10. Sent77 lvira 
19. Nueva York 

20. Colima 

21. El Fefugio 

22. Los Achotales 

23. El Proreso 

24. El Pedregal 

25. La Fresa 

26. El Socorro 

27. Las Granadillas 

23. San M-icuel Buenavista 
29. San Alfcnso 


Land Area 
(ha) 

180.62 

272.30 

516.50 

175.61 

378.72 

68.66 


133.25 

180.06 

146.77 

9.
97.92 


344.71 

133.25 

272.00 


1,042.40 

77.35 


163.68 
94.68 


190.38 

176.31 


2,049.40 

659.65 

453.42 

342.70 

34.40 


491.82 

267.40 

441.40 

353.39 

466.27 


Hectares 
Per Member 
of Co-op. 

4.88 

6.64 

2.61 

1.76 


15.15 

2.75 


16.66 

5.30 

7.00 

3.16 


5.84
 
4.76
 
9.38
 

11.33
 
4.07
 
4.96 
3.95
 

7.32 

4.91 


26.97
 
5.04
 
5.86
 
6.12
 
1.38
 
1.82
 

10.70
 
2.37
 
8.41
 
6.39
 

Reform Debt. */ 

Assessed Value 
of Land Per 
Hectare 

4,318.45 

744.77 


7,363.79 

7,898.34 

3,445.82 

3,183.48 

1,578.35 

6.892.92 

3,406.67 

7,676.56 


5,252.93 

6,158.66 


Agrarian 
Debt V 

977,000 

228,575 


4,714,177 

1,407,985 

1,305,000 


463,100 

178,900 


1,377,832 

500,000 

750,000 


1,000.000 

1,297,702 


Literacy Rate 
of Members 
10-60 yrs Old 
% read & write 

59.4 

61.9 

N.A. 

30.0 

27.0 

50.0 

N.A. 

61.0 

29.0 

49.0 


61.7 

75.0 


% of Family 
Me-ers 
Living cn Farm 

16.2
 
95.1
 
63.1
 

ICZ.0
 
8.0
 

100.0 
-8­
64.7
 
76.2
 
22.6
 

34.6
 
47.5
 

http:6,158.66
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http:2,049.40
http:1,042.40


Related 
Features 


7. Z-!ain Reasons 
for Shortfall 


in ::uds 


So"urce: M G/PERA 

*/ Not refinanced 

Zacamil 
Santa Teresa 


-credit also went 

to nurchase trac-


tor and for imoro-
ve.ents on farm 

-work load poorly 

orcanized 


-Low price for 

grains-main crop 


-No full time ISTA 

technical assis-

tance 


El Junuillo 
o Rancho Gran-


de 


-late credit & inputs 


-nember unfamiliar w/ 
coop principals 

-No.ISTA promotor 

and part time 

technician 


-Coop.eembers borrow-


Tonal 

-mismanaged 

funds by Board 


of Directors 


-Poor quality

pesticides 


-low cotton pri-

ce 


ed funds from produc- -Late credit 

tion credit 


-Credit spent 

on farms re-


pairs 


Melara and 

San 


Buena Vista
 

-irresponsible 

members not 

familiar w/ 

cooperation 


-low cotton 


prices 


-poor quality 

inputs 


-split in coop 

membership r--

sulting in 


creation of 


"Analisis de la Situaci6n Crediticia..." Sep. 1982 

as of Sep. 1982 

-No ISTA promotor San Juan Bue-
or technician 
 na Vista 


-High illiteracy -Problens w/ 
Bank inposed 
consultants 

called "Con­
paf:Ia Azteca" 

San Juan 

Bosco 


-poor adminis-

tration and 


"lack of i--

ternal con-


trols
 

-lack of tech-

nical assis-

tance 


-high costs of
 
transport on 

the farm 


San
 
Raymndo 

-used credit
 
for nachire­
ry + iz-:ro­
vements
 

-poor ad.ini
 
tratiVe ex­
perience
 
poor mc-.oer
 
motivation
 

-poor coor:i­
naticn _-nd
 
planning w/ 

-poor cooperati- lenders
 
ve organization

an.d problems -low coffee
 
with ISTA pro- yield
 
rotor.
 

-poor .,rke­
ting
 

-3 different '-


Boards
 



Exhibit 6-31 

Comparison of 	lBenleficiaries of Phase I and "207" 
from Rural Poor ';tudy 

Phase I "207" 
Potentially Potentially 

Affected families Affected Families 

(83) (259)
 

Median family size 
 6.0 
 6.0
 

Level of LivingIndex
 
scorn out of 8 points 3.33
3.16 


Ligiting source 

electricity 
 16.9% 
 15.1
 
kerosene 
 80.7
 
other 
 2.4
 

Access 	to potable water
 

access 
 28.9% * 72.2 ** no 	access 71.1 
 27.8
 

Sanitary Facility
 

indoor 
 No 	data 
 8.9%

outdoor latrine No 	 data 23.2 
none 	 No data 
 68.0
 

Access to land
 
(N) 

no 	access 
 24
 
less than .50 15 
 less than .50 
 20.0%

.50- .99 
 8 .50 - .99 
 33.5

1.00 -. 1.49 2 1.00 - 1.49 27.3

1.50 - 1.99 1 1.50 - 1.99 4.6

2.00 --9.99 
 5 2.00 - 7.00 
 12.7
 

more than 7.00
 

Access to credit
 

have access 
 7.2% 
 20.0
 
no 	credit 
 92.8 
 80.0
 

piped water 

•* any source except river and rainwater
 

Source: Flinn Study - complete 
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Exhibit 6-3Z Summary of ISTA-DIECRA Scio-Economic Studies of ISTA Cooperatives
 

Cooperative 
ISTA-Hacienda 

*Comapa 

*El Obrajuelo 

DIECRA 
NO. 

266 

270 

No.of 
Socios 

37 

41 

Houses Health 

5 for 6 families Health Clinic (? Kxns)
31*for 40 families No first aid on Clinic 

Literacy 
% 

59.4 

61.9 

Education 

no daLa 
no data 

in Atiquizaya 8 kms. 

*Pasatiempo 

*Cafetalera Los 

Pinos 

272 

280 

198 

99 

55 single fam.hou- Clinic on Pro-
ses,ll multi-fam. perty 
for 125 families 

14 single fam.hou- Infirmary w/full time 
ses,3hses for 8-10 practical nurse,good 
families,125 total medical supplies 
families 

N.A. 

30.0 

School on 

property 
pro ol 

+ school 
nearby 
1-6 grade 

school on 

finca-4 
classrooms 

De "Venta Voluntaria 

3 teachers 
180 studs. 

Santa Rosa II 

Buena Vista 

Santa Elvira de P.L. 

Los Naranjos 
(Arada Vieja) 
Corral Viejo 

268 

274 

276 

278 

282 

25 

25 

26 

8 

34 

3 for 3 families Own first aid supplies 29.0 no data 
9*for 13 families No first aid and sup- 50.7 no data 

plies,clinic at Izal­
12*for 9 families Clinic in Tecapan 3ks. 61.7 school at 

3 ks.
This property is practically inaccessible by vehicle - 4 kms.independently - no control/no supervision27 for 24 fams!. Mid wife in area Hosp. 61 school at 

at 10 kms. 61 1.5 kms. 



Exhibit 6-33 Summary of ISTA-DIECRA Socio-Economic Studies of ISTA Cooperatives
 

Nueva York 292 40 23 for 29 families First aid supplies 
clinic at 3 kms. 

75 

El Chaparral 294 21 6 hses.for 16 fams No first aid supp. 
(10.5 persons per Clinic in Aquilares 

house) ? kms. 

29. Good schcol no data 
at 2 kns/no 

one goes 

El Izote 296 31 7 for 7 families Clinic at 5 kms. 49 3 attend -6 

scnool*at 

5 kms dis-

tance 

p/day 
worker 

jZ14.25 
p/day 

overseer 

*_ Propiedades ISTA 
ex-propiedades 



.a:1leExhibIt6-34 C'itr,,:?:t.; Hl tw(wi l ii4 I' anod HIh III 
.21cl Iltn 'I(C1Tt?;ist zICq.i. t.onci 

1. Implementing Laws 


2. Responsible Agency 

(Agency Founded) 


3. Initial Move Required by 


4. Purchaser of Land 


5. Responsible for Titling Process 


6- Beneficiaries 

(number of persons) 

as of Dec. 1982 


7. Management of Farm 


8. Major products 


9. Credit 


[0. Compensation to Ex-owners 


Ll. Technical Assistance 

a. Management Training -
and Assistance 

-
-
-

Nationalized Banks -

b.Social Organization 

Phase I 


(March 1980) 


Decree 153 + 154 


ISTA 

June 1975 Decree 302 


ISTA/ARMED FORCES 

ISTA 


ISTA 


Workers of haciendas 

(178,530) 


Co-Management Cooperative 

Association with ISTA
 

export commercial 


ISTA and Nationalized 

Banking System 


Payment in bonds for land 


and cash for capital items 

ISTA Division of Enterprise 

Development
 
MAG/OSPA/DIECRA 
CODIZO
 
Voluntary groups like
 
FESACORA, UCS,ACOPAI 

ISTA 


promotor 

UCS, ACOPAI 

Phase III
 

(April 1980)
 

Decree 207
 

FINATA
 
December 1980 Decree
 

Tiller of the Land
 

FINATA
 

FINATA
 

Tiller of land as ren­
ters or sharecroppers o.
 
with purchase pending
 

(215,616)
 

New title holder alone
 

domestic, basic grains
 

Tillers 
Depends on initiative 
and BFA 

50 bonds + 50 cash
 
to ovmers with less thai 
100 hectares
 

None
 

Limited help from NAG
 

for Youth Groups; and 
home economics via
 
grupos sol ioarios 
UCS, ACO'AI 
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c. Acriculture Production ISTA cogEstor 
CENrA 
ISIC (coffee) 

MAG technical assistants 

practically none, 
limited to zonal 
technical assistant of MA( 

12. flousing Assistance Pilot projects being none 
considered with BFA + 
Min Housing 

244
 



Exhibit 6-35 Coop retv-s Aggrecated by Department and Size Category in Hectares 

-. _rrent C to 99 10-?. 2C0-4?9 500-999 1000-19?9 -C00-2999 3X00 + Tcta! 

S3-nta A-a 
Scn-.­ -:!te 

.). r 

U, 
Oa- "i-ente 

' t-

- i-.1 
La Uni'n1 

0 
2 
3 
4 
0 

C 
2 
--
4 

1 

2 
3 
5 
4 
2 
2 

5 

V 
5 

0 

0 01 

10 
6 
7 

19 
3 
1 
2 

11 
2 
17 
11 

3 
3 

10 
8 
15 

17 
0 
6 

0 
6 
0 
8 

14 

7 
9 

4 
1 
3 
3 
1 
i 

C 
1 
0 
4 
8 
00 
4 
4 

0 
2 
3 
3 

1 
1 
0 
C 
0 
0 

2 
0 

0 
1 
0 
0 
1 
1 
0 
0 
0 
2 
1 

2 
0 

26 
23 
-1. 

8 
12 
3 

25 
2 
4 
41 
2 

19 
17 

TCT. L 19 37 96 101 36 13 - 310 

S.rce: ISTA, Cece.ber 1982 



(To be used as an Example)
 

E iIijt 6-3 
ASSESSMENT OF STAFF AND BOARD RESOURCES 

Small, limited Large, expansive
Variable rource coop. -1oper.tivC. 

l.Average Number of full-time staff
 

2.Average fu'l-time managerial/pro­
fessional accountant staff
 

3.Educational background of manager
 
and accountant
 
8 years
 
8 - 12 years
 
12 - 16 years
 

4.Manager/Accountant experience
 
average % of current responsibili­
ties held in previous job
 

5.Board of Directors education 
% 6 years or more
 

6.Board connections:
 
% applications with other tasks
 
or organizations or banks
 

7.Board experience:
 
% having similar positions before
 

8.Number of non-board coop. members 
who have similar qualifications 
of current board. 
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Exhlbit: 7-10 off::,.atNt)ional] :;ur'tvy of ]073 
fenef icjrj(!: oi 1,,!,co'ce "207" ,(!prelieer , 19l2 

b.,y 111.A 

Size of Parcel 
Hectares
 

9.1%
0 - 0.35 
5.8
.36 - .69 

39.6
.70 - 1.39 
18.3
1.40 - 2.09 
17.5
2.10 - 3.49 
9.4
over 3.50 


99.9
 

Rental Paymcnt: before 
FINY'M'A 

841.
cash 
15
product 

I
mixed 


100 

"How heard of Decree 207" 

Radio 70 

Newspaper 
T. V. 

9 
3 

Posters 1 

Campesino Organizaticns 13 

Other Bcneficiary 15 

Other means 
117 because of multiple responses 

E..rpj[l PrOdurcdl 

50.0
Corn 

14.7beans 
2.4
rice 


30.5
sorghwn 

2.4
other 


100.0 
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Exhibit 7-]0 (colt i1)cd)soutrcc of Crdit 

Before "207" After "207" 

Own Funds 
 59% 45%
 
Private lenders 
 4 3 
Family 1 1 
Banks 23 36
 
Other 
 1 2 
No credit (crops which 11 14 
don't require purchased inputs
 

100 100 

How get Bank Credit? 

BFA OTHERS TOTAL 
Individually 37.5% 77.9% 39.7 
Through Coop 1.6 3.3 1.7 
Solidarity Group 59. 18.7 57.6 
Other i.1 0 1.0 

99.3 99.9 100.0 

Participation of 207 heneficiaries in cooperatives 
or other farming organizations 

Type of Orcn.,: icon %
 

Agr. production Coops 6
 
Agr. service Coops 2
 
Savings & Loan 3
 
Solidarity Group 24
 
Would like to participate 24
 
No desire to participate 10
 
No answer 
 31
 

100
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Exhibit 7-] 0 (con..i ,ued) 
Level of Living Items 

Literacy rates of population over 6 years old in "207" 
beneficiary families 

Age .Literate Illiterate
 

71.0%
7 - 9 29.0% 
41.9
10 - 15 58.1 
34.7
16 - 25 63.3 
58.1
over 25 41.9 

50.0
50.0
Total 


Years of School Attended
 

51.6
 
1 - 2 19.1
 

3 - 6 24.0
 
7-9 4.5
 

more than 10 


none 


.8
 
100.0
 

Household Expenses 

food 57%
 
clothes 17
 
health 
 12
 
transport 8
 
other 5
 

99
 

Water Supply 

Piped water 9
 

Public wash stand 10
 
Well 28
 

Other 55
 
102
 

Sanitati on 

Latrine 13
 
No sanitary service 87
 

100
 
24 9 



-- -- 

IRA 
INTERMEDIARY 
CONSUMER 

NO INFORMATION 

.Yes 
No 
No answer 


MAG 

Good 

Fair 
bad 

BFA 

Good 


Fair 
bad 

OTHER 

Good 

Fair 

bad 


Exhibit 7-10 (continued)
 
"Whom do you sell your crops to" in %
 

Region I II 
 Il IV 
 Totali%
 

N =(425) (282) (50) (316) (1,073) 

17 9 4 2 10
43 46 72 37 46 
-- 1 -
40 45 
 24 61 44
 

100 101 
 100 100 100 

"Receive Technical Assistance"
 

13 

87 
100.
 

"How would you rate the technical 
assistance you have received?"
 

Total N 
72% 
 (14)
 
22
 

6
 

64 (123)
 
36 

0 

64 (8) 
36 

0 
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Exhibit 7-10 (continued) 

Cookinq Fuel 

Tlectric 1 
Kerosene 1 
Wood 97 
Other 1 

100 

Walls
 

wood/mud 35% 
adobe 37 
wood 8 
metal 1 
straw 5
 
other 12
 

98
 

Floors
 

brick 5%
 
wood 
earth 84
 

other 10
 

99 

Roof Materials 

Tile 60% 

asbestos 6
 
metal 18
 
straw 14 

other 2
 

100 

Source: PERA December 1.982 
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APPENDIX D 

The Study Team reviewed a great deal of informa­

tion on social factors in El Salvador's agrarian reform. 

Some readers iray be interested in tables prepared in our 

earlier draft, but not used in the final text. (The 

Exhibit numbers are from the earlier draft, are not 

consecutive, and may duplicate the number of tables 

appearing in the text.) 
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Appendix - D
 

ISTA-DIECRAI SOCIO-ECONOMIC CHARACTERISTICS OF
 
ISTA-HACIENDA COOPERATIVES AND MEMBERS
 

(7) 
(1) (2) (3) (4) (5) (6) 

DIECRA Total Department Intervention No. of 
Cooperative Ref Area (ha) (zone) date members ha/socio 
ISTA-Hacienda (asignada) (socios) (3) (6) 

Comapa 266 180,6201 La Paz (III) 13 May 81 37 4.88 ha 
El Obrajuelo 270 272,30 Ahuachapgn (1) 22 Abril 80 41 6.64 ha 
Pasatiempo 272 516.50 La Libertad (II) ii Abril 80 198 2.61 ha 
Cafetalera 280 175.60 Santa Ana (1) 6 March 80 99 1.78 ha 
Los Pinos 

De "Venta Voluntaria" 

Santa Rosa Ii 267 378.72 Chalatenango (I) 19 June 81 25 15.15 ha 
Buena Vista 274 6866 Sonsonate 14 Sep. 81 25 2.75 ha 
Santa Elvira R.L. 276 190.38 Usulutgn (IV) 29 Oct. 80 26 7.32 ha 
Los Naranjos 278 133.25 La Libertad (II) 24 Nov. 80 8 16.66 
(Arada Vieja) 

Corral Viejo 281 180.06 La Paz (III) 11 Jul. 80 34 5.30 
Nueva York 291 196.31 AhuachapAn (I) 8 Jul. 80 40 4.91 
El Chaparral 293 146.77 San Salvador (Ii) 10 Jul. 81 21 7.00 
El Izote 295 97.92 La Libertad (11) 2 Sep. 81 31 3.16 
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Appendix - D (Continued)
 

ISTA-DIECRASOCIO-ECONOMIC CIARACTERISTICS OF
 
ISTA-RACIENDA COOPERATIVES AND MEMBERS
 

(1) (8) 


Residence of Family Membs. 

Cooperative 
ISTA-Hacienda 

a) 
p

on 
roperty 

b) 
p

off 
roperty 

Comapa 
El Obrajuelo 
Pasatiempo 
Cafetalera 

6 
39 

125 
99 

31 
2 

73 
-0-

Los Pinos 

De "Venta Voluntaria"
 

Santa Rosa II 2 
 22 

Buena Vista 25 5 

Santa Elvira R.L. 9 17 

Los Naranjos -0- 8 

(Arada Vieja)


Corral Viejo 22 6 

Nueva York 19 21 

El Chaparral 16 5 

El Izote 7 24 


(9) 


No. of non-member 

families 


on property 


-0-

1 


-0-

26 


1 

-0-

-0-

-0-


2 

10 

-0-

1 


254 

(10)
 

Pop. of Member Familief
 
a) Total b) On Fart
 

(off)
 

100 18 (82
 
183
 

1049
 
755
 

121
 
57
 
97
 

N.A.
 

N.A.
 
140
 
63
 

105
 



Appendix - D (Continued)
 

ISTA-DIECRA! SOCIO-ECONOMIC CHARACTERISTICS OF
 
ISTA-HACIENDA COOPERATIVES AND MEMBERS
 

(1) (11)
 

Economically Active Pop. No. of (11) who read 
Cooperative a) (10-60 yrs) b) % (11)/10a a) No. b) % 
ISTA-Hacienda Male & Female 10 yrs-60 12a/lla 

Comapa 64 64.0 38 59.4 
El Obrajuelo 105 57.4 65 61.9 
Pasatiempo 692 66.0 N.A. 
Cafetalera 474 62.8 142 30.0 
Los Pinos 

De "Venta Voluntaria"
 

Santa Rosa II 67 55.4 18 27.0 
Buena Vista 40 71.1 20 50.7 
Santa Elvira R.L. 47 48.4 27 61.7 
Los Naranjus N.A. - N.A. ­
(Arada Vieja) 

Corral Viejo 57 - 35 61 
Nueva York 88 62.9 66 75 
El Chaparral 39 61.9 11 29 
El lzote 72 68.6 35 49 
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Appendix - D
 

ISTA-DIECRAt SOCIO-ECONOMIC CHARACTERISTICS OF
 
ISTA-HACIENDA COOPERATIVES AND MEMBERS
 

Area Area 
 Area Area

Cooperative Area Total Desmembrada Indemnizada 
 Reserva Nat'l Asignadi
 
ISTA-Hacienda (hectarea)
 

Comapa 180.62 
 0 180.62 0 180.62
 
El Obrajuelo 272.30 0 
 272.30 0 272.30
 
Pasatiempo 585.29 63.43 516.52 
 0 516.52
 
Cafetalera 175.61 0 
 175.61 0 175.61
 
Los Pinos
 

De "Venta Voluntaria"
 

Santa Rosa II 378.72 0 0 
 0 378.72
 
Buena Vista 68.66 0 68.66 0 68.66
 
Santa Elvira R.L. 190.38 0 190.38 
 0 190.38
 
Los Naranjos 478.99 321.83 
 24.24 0 133.25
 
(Arada Vieja)
 

Corral Viejo .180.06 0 180.06 0 180.06
 
Nueva York 179.21 0 176.31 0 176.31
 
El Chaparral 146.77 0 146.77 
 0 146.77
 
El lzote 97.92 0 0 
 0 97.92
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Appendix - D (Continued)
 

ISTA-DIECRA.SOCIO-ECONOMIC CHARACTERISTICS OF
 

ISTA-HACIENDA COOPERATIVES AND MEMBERS
 

*/
 
Net Income-­

1981 - 1982 Main crops or 
Livestock 

CoopcratiZe 
ISTA-11acienda 

Gross 
Income 

Expenses Net 
(Negative) 

Earners Losers 

Comapa 
El Obrajuelo 

340,633.62 
188,756.03 

558,097.42 
259,863.45 

(217,463.80) 
(71,107.42) 

-

Beans,Livestock 

Corn 
Rice,cor 
coffee 

Pasatiempo 
Cafetalera 

2,318,801.56 
1,621,356.92 

2,525,934.36 
1,475,493.00 

(207,132.80) 
145,863.92 

Coffee,Sugan cane Milk 

Coffee 0 

Los Pinos 

De "Venta Voluntaria"
 

Sugar cane Rice
 
437,848.69 407,245.23 30,603.46
Santa Rosa 11 
 Coffee,sugar,Catt.


Buena Vista 136,012.45 132,011.22 4,001.23 

26,790.60 Coffee+firewood
 

Santa Elvira R.L. 282,795.73 256,005.13 

sown a crop by a cooperative, organized group
 Los Naranjos This property has not 


(Arada Vieja) 	 but somewhat as individuals who are primarily fishermen. The 
group
 

has no credit, only agr. debt.
 Vegetabi
(120,533.90) Cotton 

Corral Viejo 213,604.66 335,138.56 


Okra,rice,sesame Livestoc
 
707,206.10 665,073.71 42,132.39


Nueva York 
 Pasture/
51,285.00 (12,225.00) Mniz 

El Chaparral 39,060.00 Livestc
 

18,328./1 Coffee 

El Izote 47,668.88 29,340.17 0
 

Net income is based upon costs of production (without interest 
changes) using
 

-

on market price 	times quantity

national cost of production tables for inputs and 


The costs and returns are based upon national figures and not 
on the
 

produced. 

are actual (monetary) costs and or
farm (opportunity costs) region. These 

returns estimates. 
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Appendix - D (Continued)
 

ISTA-DIECRASOCIO-ECONOMIC CHARACTERISTICS OF
 
ISTA-HACIENDA COOPERATIVES AND MEMBERS
 

Valor
 
por Valor Valor Valor de
Cooperative 
 Hectaria 
 del del Maquinaria 
 Total
ISTA-Hacienda 
 e Inmueble Canado y Eguipo 
 Otros Cost
 

Comapa 4,318.45 780,000 
 0 197,000
El Obrajuelo 0 977,000
744.77 202,800 106,100 19,675
Pasatiempo 7,363.79 0 328,575
3,803,400 401,171 285,406 
 224,200 4,714,177
Cafetalera 
 7,898.34 1,387,000 
 0 20,985 
 0 1,407,985

Los Pinos
 

De "Venta Voluntaria"
 

Santa Rosa II 
 3,445.82 1,305,000 0 0 
 0 1,305,000
Buena Vista 3,183.48 393,800 
 50,200 24,100 
 0 468,100
Santa Elvira R.L. 5,252.93 1,000,000 0 0 
 0 1,000,000
Los Naranjos 1,578.35 
 178.900 
 0 0 
 0 178,900

(Arada Vieja)


Corral Viejo 6,892.92 1,241,083.50 
 0 136,748.18 
 0 1,377,831.
Nueva York 
 6,158.66 1,085,817.85 
 111,697 100,187.00 
 0 1,297,701.oi
El Chaparral 
 3,406.67 500,000.00 0 0 500,000El Izote 7,676.56 750,000.00 
0 

0 0 
 0 750,000
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