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EL SALVADOR'S AGP.ARIAN REFORM:
 

THE BACKGROUND
 

For tiny El Salvador, with approximately 600 persons for each
 

of its 8,260 square miles (greater density than India and four
 

times the density of its Central American neighbors), land has
 

an importance beyond that known in the United States. It is
 

central to the economic, social and political struggle taking 

place within El Salvador. Appreciating the upheaval brought 

about by the Salvadoran Agrarian Reform requires one to suspend 

prior notions of land as a natural resource or economic factor 

of production and view it within the Salvadoran context. 

Status, wealth and income, even survival, are tied to land and 

access to it. 

The importance of land in El Salvador stems from its scarcity,
 

a chronic state of overpopulation and the value associated with
 

coffee, El Salvador's principal agricult-iral export crop. El
 

Salvador's total land area comprises about 5.2 million acres of
 

which 3.6 million acres (69%) were reported as "Land in Farms"
 

in the 1971 agricultural census, the most current source
 

available. (Due to the armed conflict in some zones of the
 

country this area has decreased somewhat since 1971.) 



The land most suitable for intensive agriculture (Classes I,
 

II, and III within the USDA soil classification systeml/)
 

comprises 17 percent of the nation's lands. Class IV lands
 

comprise 6 percent of the land area, and marginal lands
 

(classes V, VI, VII, and VIII), many of which are being
 

intensively farmed, constitute 77% of the nation's farmland
 

(see Figure 1). The situation in 1971 was one of persons
 

farming (or trying to farm) almost all available land,
 

regardless oE its suitability for agriculture. Considering the
 

population pressures within El Salvador, this is not surprising.
 

Since the 1500's when the territory which is now El Salvador
 

had an estimated 150,000 inhabitants, El Salvador has been
 

overpopulated in comparison to its Central American neighbors.
 

During the Spanish conquest, population dropped to zbout
 

60,000; but by 1821, the year of independence from Spain, it
 

had increased to about 250,000. In the following 150 years of
 

independence, population increased to 1.4 million persons in
 

1921 and to 3.6 million by 1971. In 1986 population is
 

estimated by the U.S. Agency for International Development
 

(A.I.D.) to be 5A million (no census has been conducted since
 

1971) and by 2000 it will reach 8.0 million persons.
 

Population growth is a major contributor to the level of
 

unemployment which, in 1983, was estimated by the Government of
 

1/ Land classifications (USDA Soil Conservation Service) are
 
base on soil and topographic characteristics which affect the
 
productivity and profitability of agronomic crops. Class I
 
land is the most desirable for crop production
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El Salvador (GOES) to be 30 percent but which is more
 

realistically close to half the working population. What work
 

is available is dominated by agricultural labor which employs
 

over 40 percent of the economically active population. Coffee,
 

cotton and sugar cane--El Salvador's major export crops--employ 

most of this labor, although the employment is seasonal,
 

peaking in the harvest period between November and February.
 

Coffee has dominated the economy of El Salvador since the
 

1800's, and likely will for some time to come. Salvadoran land
 

tenure patterns began to change with the advent of coffee
 

production. Prior to the 1800's land tenure had two principle
 

forms: Ejidal lands which were farmed communally by mostly 

Indian communities and planted to basic grains: and haciendas,
 

privately held estates which produced indigo and cacao for 

export. As coffee grew in export value hacienda owners 

recognized the suitability of ejidal lands for coffee 

production, and the Salvadoran State assumed an active role in 

effecting their conversion from subsistance cultivation to 

export production. In 1856 the State decreed that if
 

two-thirds of all ejidal lands were not planted in coffee,
 

ownership would revert to the State. Given the three year lag
 

between planting coffee trees and harvesting the first crop, 

the switch from subsistence farming to coffee production
 

required capital which was unavailable to most communal 

farmers. In 1881 the State decreed all ejidal properties not
 

planted in coffee be divided into privately owned plots, and
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within a year the State dropped all p'etense and abolished
 

communal ownership altogether.
 

With communal ownership outlawed and a lack of capital
 

restricting entry of all but a few into coffee production, land
 

ownership passed to and was concentrated within a landed few
 

while the disenfranchised scrambled to obtain access to land 

unsuitable for coffee through rental agreements, sharecropping 

&r colono status whereby permanent workers on haciendas 

received a small salary and/or plot of land (milpa) on which to 

subsist. Those who could not obtain access became the landless
 

poor who still provide much of the seasonal labor in El 

Salvador at minimal wages. The trend of concentrated land
 

ownership, accumulated wealth and increased political power of
 

the few continued into the 1900's, surrounded by a growing 

number of landless poor.
 

The resulting land pressures erupted into the first communist
 

inspired revolt in the western hemisphere, the campesino revolt 

of 1932, which was violently quelled by Government troops who
 

killed between ten and twenty thousand peasants in what has
 

become known as the matanza or massacre. In reaction to the
 

matanza, the large landowners and the military strengthened 

their symbiotic relationship of coercion which lasted until
 

1979.
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After the matanza an Agrarian Reform Agency was established and
 

operated under various names from 1932 to 1975: Mejoramiento
 

Social, Administraci6n de Bienestar Comunitario (ABC),
 

Instituto de Colonizaci6n Rural (ICR). Regardless of name, the
 

accomplishments were small. In the 43 years of the Agrarian
 

Reform Agencies, they settled 10,700 families on 132,000 acres
 

which were voluntarily acquired.
 

In 1965, as part of a growing social awareness in the country,
 

minimum wage legislation was enacted, but its effect was to
 

abolish the colono system under which families worked on a 

hacienda for the right to live there. Landlords who had found 

it advantageous to maintain many colono families evicted all in 

excess of their minimum permanent labor needs. The evicted 

colonos joined the growing number of landless poor and lived 

around the estates or moved to cities to compete for the few
 

job opportunities opening there.
 

A United Nations's study reported the number of Persons without
 

any access to land increased from 12 percent to 40 percent of
 

the rural population between 1960 and 1975. Two percent of the
 

persons owned 60 percent of the land, much of which was
 

extensively farmed or grazed, while El Salvador had the highest 

ratio of landless families to total population in Latin
 

America. Rental was the dominant form of land tenure. The
 

situation could not maintain against the growing crisis of 

rural poverty, and the call for land reform began. 
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Supported by the large landowners, a succession of military
 

governments ruled El Salvador from 1961-79 through the official
 

party, "Partido de Conciliacion Nacional" (PCN) but not without
 

challenge. In 1967, "Partido Acci6n Renovadora" (PAR) called
 

for expropriation with prior compensation of 
all land in excess 

of 260 acres. Compensation would be paid in 20 year bonds. 

The platform was declared illegal and the party disbanded. In
 

1970 the "First Congress on Agrarian Reform" was held, but
 

private sector representatives withdrew and the government
 

attended only as an observer. In 1972, the "Partido Dem6crata
 

Cristiano" (PDC) 
introduced agrarian reform legislation which
 

was ignored and never debated. In 1973, the "Central American
 

University--Jose Simeon Caias" 
(UCA) published an edition of
 

its economic review (ECA) on the subject of agrarian reform.
 

As a result of growing pressures, the government of Colonel
 

Arturo Armando Molina (1972-77) took mche first concrete steps
 

toward reform, then retrenched.
 

In a July 1973 address to the Salvadoran people, President
 

Molina affirmed a policy of growth in the agricultural sector
 

and improvement in campesino family living conditions. In June
 

1975 the Salvadoran Institute for Agricultural Transformation
 

(ISTA) was created from ICR, the existing Agrarian Reform
 

Agency, to acquire land through voluntary sales and administer
 

it with the purpose of changing the land tenure structure in
 

favor of the campesinos.
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In June 1976 Decree 31 proposed the purchase (price based on 

land quality) of 142,000 acres of prime agricultural land (58
 

percent Class I-III) with irrigation potential in the cotton
 

growing regions of San Miguel and Usulutan. The land was to be
 

divided into parcels of from 7-85 acres each and distributed to
 

12,000 campesino families. PCN controlled both legislative and
 

executive branches of government so legal opposition to the
 

measure was limited, but the measure was opposed.
 

The issue polarized interest groups within El Salvador.
 

Traditional landed interests represented by the National
 

Association of Private Enterprise (ANEP) and the cotton and 

cattle producers of the Eastern region (FARO) strongly opposed
 

the plan. Two popular organizations (FAPU and 13PR) which later
 

joined the guerrillas, as well as the Salvadoran Communist
 

Party (PCS) and the National Association of Salvadoran
 

Educators (ANES), denounced the reform as inadequate and
 

counterrevolutionarty. The major campesino organization (UCS)
 

supported it enthusiastically. The Roman Catholic church
 

remained publicly silent.
 

Strong traditional interests prevailed. An extended dialogue
 

between those opposed to the measure and the government
 

resulted in modifications to Decree 31 which specified all
 

sales would be voluntary and at market prices. In the end,
 

almost none of the land intended for transfer under the Decree
 

.changed hands. From 1975 to 1979, ISTA did manage to acquire
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35,000 acres which were distributed to 3,900 beneficiary
 

families. Like the lands distributed by its predecessor
 

institutions, ISTA land was given in cooperative holdings and
 

together these efforts resulted in the 103 farming enterprises
 

now known as "Pre-Reform Cooperatives." These efforts were not
 

enough, however, to alleviate the rural crisis which was
 

growing within El Salvador's relatively successful,
 

agriculturally based, macroeconomy.
 

The agricultural which had developed in El Salvador during the
 

1900's was, if lacking in equity, nonetheless efficient arid
 

profitable. Basic grains, harvested in late summer and fa]ll
 

were produced on small, usually rented, family operated parcels
 

which supplied the nation's food requirements at a very low
 

cost. Export agriculture produced the nation's foreign
 

exchange and the harvest of export crops provided off-farm
 

income to large numbers of small farmers who would leave their
 

parcels each winter to follow the coffee, cotton and cane
 

harvest, returning with their wages in time to begin preparing
 

their parcels for the next planting of basic grains. The
 

relationship worked well except that it exacerbated the income
 

disparity between the subsistence farmers/laborers and those
 

who controled the highly profitable export agricultural sector.
 

Export producers paid an export tax which financed the
 

comparatively well developed economic infrastructure which
 

existed in at least the urban areas of El Salvador, and it
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financed the beginnings of the manufacturing sector which was
 

growing and providing much needed urban employment
 

opportunities in the mid-1970's. Higher education was free and
 

some social services were being introduced, but basic education
 

and health services in the countryside were minimal. While the
 

economic system was efficient and the social system, financed
 

by exports, was improving, it wasn't enough. Land
 

concentration maintained and, in concern with the growing
 

population pressure and income disparity, conditions worsened
 

for the majority, setting the stage for more radical change.
 

On Octobeer 15, 1979, amid depending social crisis, increasing
 

radicalization of popular labor unions and escalating violence
 

from leftist guerrillas, Colonels Adolfo Majano and Jamie Abdul
 

Gutierrez overthrew the government of General Carlos Humberto
 

Romero and, inviting three civilians to join them, constituted
 

themselves as the first Civilian-Military Revolutionary Junta.
 

Their statement of October 15, 1979, accused the Government of:
 

(1) Violating the human rights of the majority, (2) Fomenting
 

and tolerating corruption, (3) Creating an economic and social
 

disaster, and (4) Profoundly embarassing the country and its
 

armed forces.
 

After announcing the coup which was bloodless (General Romero
 

and his Cabinet fled to Guatemala), the Junt.. proclaimed an
 

emergency program of the following: (1) Cessation of violence
 

and corruption, (2) Guarantee of human rights, (3)
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Redistri.bution of national resources--including specific
 

statements creating the bases of agrarian and financial reforms
 

but guarranteeing the right of private property within the
 

social conLext, and (4) Improving foreign relations, including
 

reestablishing relations witn Honduras (A brief war was fought
 

between Honduras and El Salvador in 1969) and strengthening
 

ties with the Nicaraguan people (The Sandinista government of
 

national reconstruction had taken power three months earlier.)
 

Amidst a situation of general violence and pressure from
 

traditional interests, while attempting to give participation
 

to diverse and opposing sectors, the first Civilian-Military
 

Revolutionary Junta self-destructed on January 3, 1980, with 

the resignation of the three civilian members.
 

Six days later, a pact between the military and the PDC
 

resulted in two important events: (1) PDC dissidents left the
 

party and with others formed the "Frente Democratico 

Revolucionario" (FDR), the political wing of the insurgents 

currently attempting the overthrow of the GOES, and (2) the 

second Civilian-Military Junta was formed which shortly
 

proclaimed the current agrarian reform.
 

On February 2, 1.980, the Junta froze land sales and announced a
 

series of economic r,'forms would be forthcoming, including
 

nationalization of banking, government control of export
 

marketing and an agrarian reform. On February 8 the
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Constitution of 1962 was suspended and a state of emergency 

declared in order to introduce "structural changes" within 

Salvadoran society. On March 5 the Junta issued Decree 153, 

the Basic Law of the Agrarian Reform, and implemented the 

reform on March 6 by Decree 154. On March 7 the Junta 

nationalized the private banking sector. On March 9 one of the 

Junta members resigned, and Jose Napoleon Duarte was called as 

the member to replace him. 

In December 1980 Col. Majano resigned from the Junta, naming 

Jose Napoelon Duarte as President of the Junta Government. 

Duarte affirmed that the revolutionary government was opposed 

to the private sector. Later in December the guerrillds 

launched their ill fated final ofEensive. Attacked by leftist 

guerrillas tr)ing to overthrow the fragile reform government 

and rightist seeking to reverse or moderate the reforms, the
 

Junta functioned but without stability, ruling by Decree.
 

In March 1982 elections were held for a Constitutional Assembly 

and, despite violence and denunciations by the left, a 

Constitutional Assembly was convened in April. The
 

Constitutional Assembly, led by Roberto D'aubuison of the
 

conservative "ARENA" party, choose Doctor Alvaro Magaiia as 

provisional President and created three Vice-Presidencies, one
 

for each of the three major parties--ARENA, PCN and PDC. From
 

March 1982 to March 1984, the country was run by the 

provisional government while the Constitutional Assembly
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struggled to write a Constitution. During this period, the
 

Ministry of Agriculture was in the hands of the "ARENA" party
 

which, ironicly, became responsible for implementing the
 

agrarian reforms it had opposed.
 

In March 1984, Jose Napoelon Duarte was elected President and
 

installed PDC appointees as Ministers, and the next year the
 

PDC won control of the Legislative Assembly.
 

The rest of this report provides an in-depth examination of the
 

Salvadoran Agrarian Reform, but the political context within
 

which the reform has existed since March 1980 should be kept in
 

mind.
 

EL SALVADOR'S AGRARIAN REFORM:
 
IMPLEMENTATION
 

El Salvador is an agrarian country, depending upon agriculture
 

for much of its employment and 65 percent of the country's 

foreign exchange earnings, so it is logical that efforts to 

implement economic and social structural change focused on 

agriculture and its most basic resource, land. The
 

nationalization of the private banking sector and the marketing
 

of export crops, l.oth activities which were controled in large
 

part by the large landowners, were important adjuncts to the
 

expropriation and redistribution of agricultural land.
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In a 1985 Iowa State University address to the American
 

Agricultural Economics Association meeting, Col. Majano, leader
 

of the Revolutionary Junta and one of the Architects of the
 

reform (now living in Canada), stated, "When we started the
 

process of land reform, we were thinking of the peasants, of
 

changing the structure of the ownership of the land and of
 

social justice."
 

Agrarian reform, as envisioned by the Revolutionary Junta had 

three goals: (1) Greater income equality, (2) Expanded
 

employment opportunities in the rural sector, and (3) Increased
 

and diversified agricultural production. Redistribution of the
 

land and creation of viable, productive agricultural 

cooperatives and owner operated farms have been the objectives
 

of the reform since its inception.
 

The reform is being implemented in the midst of continuing
 

violence. Its success in terms of increased income equity,
 

employment opportunities and agricultural diversification
 

cannot be objectively evaluated until the reform is completed
 

and the incentive of free ownership has had a chance to take 

hold within a country at peace.
 

The Decrees that implemented the reform were intended to
 

insure: (1) Compensation of the former owner, (2) Payment by
 

the new owners to amortize tie debts incurred compensating 

former owners, and (3) The rights of individuals and 
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cooperatives to private property. The land reform itself was
 

envisioned in three phases, each of which affected different
 

properties and individuals and in different ways. Each is at a
 

different stage of implemencation.
 

Phase I and Phase III have intervened about 22 percent of El
 

Salvador's farmland 2/ and have benefited almost 20 percent of
 

the rural poor 3/ (See Figure 2). Phase II was to extend
 

expropriation to smaLler properties, setting 250--370 acres
 

(depending on soil classification) as the maximum size private
 

landholding in El Salvador.
 

Decree 154, which i.mplemented the reform, created the 

distinction between Phase I and Phase II by stipulating that 

during the initial phase only properties of persons owning more 

than 1235 acres would be expropriated. Smaller land holdings 

would be dealt with in Phase II which applied to landholdings 

between the 1235 acre and 250 acre maximum limit. Phase II was 

2/ Assumes 1,452,000 Hectares (3,588,000 Acres) of land in farms 
3/ Assumes 2,202,700 as the rural poor population 
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not implemented at the time, and the maximum landholding limit 

was increased to 600 acres in the 1983 Constitution. The 1983
 

Constitution also stipulated that instead of immediate
 

exproptiations, owners had three years to sell off land above
 

the limit. The extent and impact of Phase II are difficult to
 

assess and will be discussed later.
 

PHASE I
 

THE PROPERTIES AFFECTED
 

Phase I of the Agrarian Reform affected the largest of the land
 

owners in El Salvador by expropriating their holdings although
 

the farming operations themselves were preserved, nearly
 

intact, rather than broken up and distributed as smaller
 

parcels. Col. Majano has stated that this was done in an
 

effort to maximize employment, and although this reasoning may
 

be questionable from the point of view of labor utilization,
 

the strategy did preserve important economies of scale which
 

had evolved over the years, especially in crops such as coffee,
 

cotton and sugar cane.
 

Phase I of El Salvador's agrarian reform began on March 6,
 

1980, when the GOES began exprooriating properties subject to
 

Decree 153, the Basic Law of Agrarian Reform which states:
 

"Land affected by this Decree is understood to be any property
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within the National territory belonging to one or more
 

individuals, estates or associations exceeding one hundred 

hectares for land classifications I, II, III and IV7 and one
 

hundred and fifty hectares for land classifications V, VI and 

" VII. 

The property affected by the Decree included all livestock, 

machinery and equipment permanently located on the expropriated 

property, as well as fixed properties which constituted
 

industrial, agricultural and livestock complexes, i.e. sugar 

mills, coffee processing plants, slauther houses, etc. 

In addition, holdings below the limit could be affected if any 

of the following conditions were not met: (i) Land must be
 

worked directly by its owners 4/; (2) Minimum productivity
 

level must be maintaine2d; (3) Renewable natural resources must 

be managed, conserved and protected7 and (4) Labor and social 

security laws must be complied with. The reform did not apply
 

to land or property belonging to duly registered agricultural 

cooperatives or campesino organizations.
 

A freeze was placed on sales of affected property and owners
 

were instructed to maintain their machinery complements and
 

4/ This condition became the basis of Decree 207 which 
authorized Phase III
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herd levels. Military forces were sent to conduct the
 

expropriations, and owners were allowed minimal, if any, access
 

to the property once the expropriations began.
 

During Phase I almost 400 landholders were identified as owning
 

single or multiple properties exceeding the limit of 500 

hectares (1235 acres) total. Each property, regardless of its 

individual size, belonging to one of these owners was 

expropriated. All Phase I expropriations have taken place, 

although thuLe has been continuing confusion over the exact 

number of properties expropriated under Phase I of the reform.
 

This confusion stems from several sources, not the least of 

which was the rapidity with which the GOES moved to expropriate 

in an attempt to prevent counterreform efforts by affected 

owners. Adding to the confusion is the problem of defining 

exactly what constituted an "Expropriation." There may have 

been several owners of one property; subdivision may have taken 

place; the property may have consisted of different complexes, 

inventories, movable goods and livestock pastured on land not 

belonging to the owner. Under these circumstances, separate 

acts of expropriation had to be recor?.d making it difficulty 

to determine a single number of properties affected. 
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Although expropriations themselves have ended, the land
 

transfer process is continuing, and decisions on expropriations
 

have been changed or are still being reviewed because of
 

technical or legal factors or becaus.e of claims of former
 

owners. In the rush to expropriate, some of the owners
 

identified (estimates range as high as 50 percent) did not, in
 

fact, own 1235 acres, although most would have been eventually
 

subject to Phase II. After the expropriations were completed
 

and these errors discovered, another Decree was passed allowing 

these owners to sell their properties to the State. Many chose 

to do so while others are still fighting for return of their 

land through the legal system. As a result, the Phase I 

properties acquired by the State are a combination of those 

expropriated and those sold voluntarily by their owners. 

The most exhaustive inventory to date indicates that 469
 

properties were acquired through expropriation or sale during
 

Phase T of the Agrarian Reform. The total area represented by 

these properties is 228,000 hectares (563,000 acres), but the
 

net Phase I area remairing after adjustments for reserve rights 

and various other transfers is 214,000 hectares (529,000 acres) 

or 15 percent of the land in farms. 

The conflict in some regions continues to make an accurate and
 

consistent accounting of what was expropriated difficult.
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THE PIASE I BENIELICIIARIES
 

The beneficiaries of Phase I are the former permanent workers
 

and colonos (and their families) of the expropriated haciendas
 

who are now members of cooperatives, altogether about 188,000
 

rural persons as of April 1986 (8.5 percent of the rural poor
 

population). From the 469 properties acquired since 1980, 317
 

cooperatives currently are organized 5/.
 

A 1985 census of cooperatives reported almost 28,000 members
 

(168,000 persons including family members) organized into 309
 

active cooperatives and 29 cooperatives with 20,000 persons
 

abandoned or functioning only intermitantly. 

During the expropriations GOES personnel arrived on the 

haciendas (often accompanied by military troops) to explain the 

meaning of the reforms to the workers and begin organizing them 

into cooperatives. Amid increasing violence from the left and 

sometimes violent recalcitrance of the right, it was a time of 

fear, hope and confusion for many of the workers who had known 

only a system which on many of the haciendas resembled 

feudalism. Before the reform these persons were laborers on 

the haciendas, now they are cooperative members, experiencing 

57 Up to 338 cooperatives were orqanized, but over the years 
the nunber of currentIy active cooperatives has changed for a 
variety of r[caions, because there is not a one-to-one 
correspondence h,tween the number of properties and the number 
of cooperatives (or "productive units" some confusion has 
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both the advantages and disadvantages that the Salvadoran
 

reform cooperative system brings.
 

Some aspects of current and initial membership appear below in
 

Table I:
 

TABLE I
 
CURRENT (1984/85) AND INITIAL (1980/81) MEMBERSHIP
 

IN PHASE I COOPERATIVES
 

% OF TOTAL 
MEMBERSIIIP CATEGORIES NO.OF PERSONS CURRENT MEMBERS 

Current Total- Members (84/85) 27,436 100 
Males 24, 714 90 
Females 2,722 10 

Initial Members (80/81) 31,183 114 
Initial Members as of (8,1/85) 19,537 71 
Probationary Members (84/85) 2,997 11
 
Refugee Members (84/85) 968 3
 

We see from Table I that current membershio is about 14 percent 

less than initial membership, although adding persons waiting to 

join the cooperatives (probationary members) and refugee members 

(displaced persons accepted into the cooperatives on a 

probationary status) makes current membership more or less equal 

to what it was at the beginning of the reform. About 10 percent 

of members are women who enjoy the same b.nefits and 

responsibilities as men within the r.eform. 

Eighty percent of members live on the cooperatives, but almost
 

18,000 non-member families (108,000 persons) also live within
 

the limits of the cooperatives. These are generally families
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which former landlords allowed to "squat" on the haciendas in 

return for services. These non-members still supply much of the 

labor neede at peak harvest seasons, but they also are a cause 
of friction on some cooperatives where non-members are denied 

services available to neighbors who, because they were full-time 

employees at the time of the expropriation, happen to be
 

members. The GOES is currently trying to incorporate as many
 

members into the cooperatives as possible.
 

The members of each cooperative must assume a collective 

agrarian debt equal to the compensation paid to the former 

landowner by the GOES Phase I land reform implementation 

agency. Members are responsible for paying the agrarian debt 

over a period of years and under terms agreed to between the 

cooperative and the implementing agency. 

A member's share (or equity) within the cooperative is an 

unresolved issue on most cooperatives, and the right to sell or 

otherwise capitalize one's membership is not addressed in the 

law governing Phase I cooperative organization. Even the right 

of inheritance is obscure and handled on a case-by-case basis 

on most cooperatives. The cooperative itself is also restricted 

from selling or renting its land (although in practice this is 

sometimes done). 

Surveys of Phase I cooperative members indicate that many still
 

see themselves as wage laborers rather than owners. 
Almost all 
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agree that the assurance of work and access to a milpa and
 

homesite provided to most members are the most innortant 

benefits of membership. Thw whole issue of beneficiaries' 

rights (and obligations) is being addressed in pending GOES 

legislat ion. 

THE ROLE OF THE SALVADORAN INSTITUTE OF AGRARIAN TRANSFORMATION 

(ISTA)
 

ISTA, a semi-autonomous GOES agency, is the Phase I implementing
 

authority. In fulfilling the goals of Phase I, ISTA has five 

major roles:
 

1. 	ISTA acquires the land by expropriation or voluntary sale 

from the former landowner(s). 

2. 	ISTA organized the former workers into cooperatives and
 

co-manages the property (Cogestion) with the coooerative for 

an 	indefinitve amount of time, usually equal to the
 

amortization period of the cooperative's agrarian debt. 

3. 	 ISTA negotiates with the former owner(s), issues compensation 

and settles reserve right claims. 

4. 	 After reaching agreement on compensation with the former 

owner(s) and agreement on the agrarian debt with the 

cooperative, ISTA transfers title to the property to the 

-ooperat iv e. 

5. 	 ISTA coordinates the support services (technical assistance, 

management and accounting systems, and credit) to the Phase I 

cooperatives. (During a recent reorganization of ISTA this 

function was given to the Ministry of Agriculture.)
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The tasks of ISTA are dif[icult and] onerous, especially the 
6 

complicated process of land transfer which is sometimes further 

delayed by Court actions of former landowners. The cooperative 

members themselves are sometimes reluctant to assume the large 

agrarian debt which accompanies the transfer of title to the 

haciendas which in many cases are large, complex and capital 

intensive agricultural operations. To assist ISTA in completing 

the land transfers, a recent reorganization has focused ISTA's 

resources almost exclusively on the task of land transfer,
 

compensation and titling. 

ISTA is programmed to complete land transfer to all cooperatives 

by the end of 1986, all-hough it is recognized that issuing 

titles to cooperatives in conflictive zones and To cooleratives 

organized on 15-20 properties still subject to Court decisions
 

will be almost impossible within the timeframe. 

ISTA is represented on the cooperatives by Coqestores who act as 

the Government's agents on the cooperatives (assisting in 

decision-making, development of plans and obtaining credit) and 

social promoters who work with the beneficiaries in cooperative
 

development and social welfare projects. During the 1985 census
 

of 309 cooperatives, 75 percent of them were served by ISTA's
 

183 Coqestores and 84 percent received the services of ISTA's
 

254 social promoters. 

A separate program of administrative development was in place on
 

118 cooperatives and uniform manaqement/accounting systems had
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been installed on 97 cooperatives. One hundred, eighteen 

cooperatives (118) had employed one or professionalmore 

managers under a program subsidized by A.I.D.
 

ISTA has coordinated the technical assistance provided to 
the
 

cooperatives by other agencies. 
Ninety-four cooperatives in the
 

census had received no technical assistance during 1985 while
 

215 had, mostly from CENTA, the GOES agricultural research and
 

extension service.
 

Forty-four percent of the 309 cooperatives in the 1.985 census
 

had schools, providing education to 33,000 students, and schools 

were available in the area for all but 10 percent o[ the 

cooperatives. Most of the cooperatives without access to a 

school were in or near conflict zones. Almost 5,000 persons on 

138 cooperatives were enrolled in a literacy course of some type. 

Almost 16 percent of the cooperatives (49) have housing programs 

which have benefited over 1,800 persors. Only 12 percent have a 

clinic or other medical service available, although 24 percent 

pay for members' medicines and 30 percent provide some 

resimbursement for medical and/or hospital care. 

It is difficult to obtain reliable information about Lhe 

cooperatives located in the conlfictive zones. The 1.985 census
 

of cooperatives reports 29 abandoned or worked only 

i ntermitantly due to violence, but this number changes with the 
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tides of the conlflict. In recent years the number of abandoned 

cooperatives has been as high as 48, comprising over 24,000 

hectares (59,000 acres). 

RESERVE RIGHTS 

The 100-500 hectare (250-370 acre) limits applied to class I-IV
 

and class V-VIII land respectively constitute the former owner's 

reserve right. The reserve right entitles the former owner to 

retain a portion of the land to continue farming. If, at the 

time of acquisition, the GOES found the owner had mf1intained or 

increased productivity or otherwise improved the property, the 

reserve rig!ht could be increased by 20 percent, a move designed 

to discourage decapitalization and reward investment. 

Owners had 12 months from the date of expropriation to file a 

claim specifying which land and assets were to be included in 

the reserve right. The owner was obl.igated not to claim lanri or 

assets which would debase the remaining land's productive 

potential. Reserve right claims were filed with ISTA which has 

final authority to arbitrate and grant reserve rights. 

Only 125 owners filed reserve right claims. As of July 1986, 

eighty of these had been approved and/or granted; 33 still 

require further processing or surveying and the remaining 12 are 

in litigation or located in conflict zones that make swift 

resolution of the cl.aim impossible. 
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COMPENSATION 

Decree 153 provides for compensation to be paid to owners of 

oryperties acquired by ISTA. The former owner's compensation 

was to be the average of the property's stated value on the 

owner's 1976 and 1977 tax declarations. For various reasons, 

deciding compensation has not been as simple as envisioned. Tax 

declarations have been missing and, in some cases, altered. The 

strategic behavior of owners in 1.976-77 led some to undervalue 

their properties to avoid taxes. Other owners overvalued their 

properties as the bases of bank loans or because they 

anticipated the reform and its compensation scheme based on 

declared values.
 

Capital improvements made after 1977 and adjustments for reserve 

rights are also considered when determining final compensation. 

Verifying and valuing the capital improvements and determining 

the reserve rights have delayed compensation to many former 

owners. Simply locating and certifying the necessary documents 

for compensation is an arduous task.
 

When tax declarations or other documents are not available, the 

former owner delcares a value which is then accepted by ISTA or
 

rejected with a counteroffer. Whatever compensation amount is
 

finally aqreed upon has great significance for not only the
 

-26­



former owner, but also the beneficiaries since by law the debt
 

they assume must equal the compensation paid to the former owner.
 

METHOD OF PAYMENT FOR PHASE I COMPENSATION 

Compensation payment for expropriated properties is being made
 

in cash and agrarian reform bonds. All Phase I land (and Phase
 

II land voluntarily offered for sale and subsequently purchased
 

under Phase I) is paid for in bonds only. Livestock and
 

machinery are paid for with 25 percent cash and 75 percent bonds.
 

Agrarian reform bonds are issued in four series depending upon
 

the type and utilization of the property they compensate.
 

Series "A Preferential" bonds (five year maturity) are issued
 

for the portion of livestock and machinery not compensated in 

cash. Series "A bonds (20 year maturity) are issued for land 

and fixed capital. that was utilized efficientlyr Series "B" 

bonds (25 years maturity) for less efficiently utilized land and 

capital; and Series "C" bonds (30 years maturity) for land that 

was rented, underutilized or abandoned. 

Agrarian reform bonds pay 6-7 percent interest and the interest
 

and capital represented by them are tax exempt. Decree 220
 

authorized various other uses for the agrarian reform bonds to
 

enhance their acceptability. The most important of these other 

uses has been the acceptance of bonds and coupons to pay various 

taxes. A market exists for the bonds which are traded privately 
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at 40-60 percent of their nominal value depending upon their
 

denomination and maturity.
 

Table II p-esents the GOES cash and bond obligations necessary to 

complete Phase I titling, settling the compensation on all 469 ISTA
 

properties by the end of 1986. As the Table shows, for
 

compensation purposes there are three categories of Phase I
 

properties: (1) 337 properties for which compensation has been 

approved an6 paid, (2) 83 properties for which compensation has 

been approved by ISTA but are as yet unpaid (due to lack of funds, 

court actions, disagreements over valuations, etc.), and (3) 49 

properties sLill pending approval. The total paid t date is 

almost 520 million colones (t104 million), and it is estimated that 

the total cash and bond obligation will be 706 million colones 

(l41.2 million) when all 469 properties are settled. 

TABLE II
 

CASH AD BOND OBLIGATIONS FOR PIHASE I PROPERTIES THROUGH 1986
 
(MLLIONS OF COLONES)
 

MUMBE,R FORM OF PAYMENT TOTAL 
OF PROP CASH BONDS A PRPF A B C VALUE 

1pproved 
paid 

and 337 39.82 480.12 47.84 379.43 19.12 33.73 519.94 

Approved 
but paid 

83 14.73 111.61 10.59 69.35 4.11 7.56 126.34 

Pending 
Tpproval 49 3.88 55.92 5.53 44.29 2.18 3.92 59.80 

FOTAL 469 58.43 647.65 63.96 513.07 25.41 45.21 706.08
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I 

In addition to the cash and bond oblignt .on, the GOES is 

incurring interest charges on the bonds issued thus far. 

Through 1986, the total accumulated interest for Phase 

property compensation is expected to be 232 million colones 

($46 million), bringing the total cost of Phase I compensation 

through 1986 (assuming all 469 properties are compensated) to 

938 million colones (*187 million). 

These obligations of almost one billion colones will eventually 

require cash to settle. In order to ifeet its obligation to payt 

the 25 percent initial cash portions of compensation, redeem 

the five year series "A Preferential" bonds and pay interest on 

other bonds issued, the GOES will need 355 million colones (t7l
 

million) before the end of 1986.
 

The GOES has been making cash payments, redeeming bonds and
 

paying interest, as well as accepting bonds and coupons in lieu 

of taxes, since the reform began. While it is riot current on 

its obligations, Table III shows the Phase I cash obligations 

through' 1986 and the amounts already paid by' the GOES. 
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TABLE I I I
 
1986 CASH REQUIREMENTS PnR AL, PHASE I PROPERTIES
 

TOTAL OBLIGATIONS MINUS PAYMEINTS MADE THROUGH 30 APR 86
 
(MILLIONS OF COLONES)
 

TOTAL PAID AS 1986 CASH 
OBLIGATION OF 30 APR 86 REQUIREMENT 

337 PROPERTIES PAID 
Initial Cash 39.82 39.82 -0-
Redeem A Pro[ Ronds 47.84 15.00 32.84 
Interest thru 1986 172.37 89.26 83.1.1 

Subtotal 260.03 144.08 115.95 

83 PROPERTIES 
APPIROVED__BUT UNPAID 

Initial Cash 14.73 -0- 14.73 
Redeem A ]?ref Bonds 10.59 -0- 10.59 
Interest thru 1986 40.08 -0- 40.08 

Subtotal 65.40 -0- 65.40 

59 PROPERIPIES PENDING 

Initial. Cash 3.88 -0- 3.88 
Redeem A Pref Bonds 5.53 -0-- 5.53 
Interest thru 1986 20.08 -0- 20.08 

Subtotal 29.49 -0- 29.49 

TOTAL PiASE I) 354.92 144.08 210.84
 

Table III shows us that of the 355 million colones (t71 million) in 

cash required for compensation through 1986, the GOES has paid 144 

million colones (1,29 million) and still owes 211 million colones 

(442 million). It is anticipated that with assistance from A.I.D. 

local currency generations and GOES budget allocations, the GOES can 

be current on its compensation obligations by the end of 1987. 

A total of 138 million colones (t27.6 million) in bonds and coupons
 

has been accepted by the GOES in lieu of taxes.
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TITLING AND DEBT REPAYMIENT 

Once the former owner's reserve right is settled and compensation 

determined, the cooperative's agrarian debt level is set, as well as 

its payback schedule. When the cooperative accepts the debt and 

payback schedule, title can be transferred. As of June 1, 1986, 

titles had been transferred to 149 of the 317 (47 percent) Phase 

cooperatives.
 

By law, the agrarian debt of each cooperative must equal the 

compensation paid to the former owner. Each cooperative is expected 

to retire the debt on its property. The debt originally bore 

interest chairges of 9. 5 percent per year, and repayment was spread 

out over 20-30 years depending on the type of bonds issued to the 

former owner. 

Equating the cooperatives' agrarian debts to the owners' 

compensation has led to some problems. Because the amount of
 

compensation (and thus the agrarian debt) is determined by 

negotiating from a declared amount, it often bears little 

resemblance to the productive capacity of the land or the ability of 

the cooperative to repay. 

During a 1984 analysis of the total debt structure of the 

cooperatives, it was found that the debts faced by the cooperatives 

conci-ited of throec components: (1) 97 percent was the agrarian debt 

incurred for the land and other expropriated assets, (2) four 
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percent was the "ISTA-13FA Cartera" of 75 million colones in 

emergency credits eittended during the first year of the reform, and 

(3) the remaining nine percent was "rolled-over" production and 

investment credits. The analysis determined that almost 75 percent 

of the cooPerMAtives could not meet their current debts (production 

and investment loans) and 95 percent could not service their total 

debt load. It was recommended that if the agrarian debt itself 

could not be reduced (since it was inextricably linked to 

compensation paid), the terms of the agrarian debt portion of the 

coopcratives' total indebtedness be administratively restructured by 

ISTA. 

In April 1.986 this recommendation was acted upon and the agrarian 

debt of the cooperatives is currently being restructured to include: 

(i) reduced interest of 6 percent, (2) extended payback period to 50 

years, (3) an extended grace period of five years from when the 

title is issued, and (4) freezing of the interest on the "ISTA-BFA
 

Ca rt-ra"
 

PHASE I PRODUCTION
 

Throughout the Salvadoran agrarian reform, emphasis has been placed
 

on maintaining agricultural production. The incomes of Phase I
 

beneficiaries, the Nation's foreign exchange earned by agriculture
 

and, to a large extent, the success of the agrarian reform depend 

upon the ability of the Phase I farms to maintain production even 

during the disruptive process of changing ownership and management. 
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It is difficult to measure precisely how well the Phase I farms have 

maintained production because comparative pre-reform and post-reform 

data for the Phase I sector don't exist. Isolating the production 

effects of world market conditions and domestic economic policies 

from the impact of the war anJ disruption cuased by the reform 

itself is almost impossibl(e. Export crops like cotton, coffee and 

sugar cane have suffered poor world prices and have been 

particularly targeted by the guerrillas for destruction. 

Also affecting the apparent production trends are changes in land 

use natterns on the cooperatives, especially between coll.ective and 

inividual cultivation of particular crops. Tab].e IV shows land use 

on the 309 r.operatives in tle census for the 1984/85 crop year. 

The 24,000 hectares cultivated individually is more than double the 

10,400 hectares cultivated individuall.y the year before. Official 

Phase I proCuction reported by the GOES is normally for the area 

planted collectively only, thus underestimating actual production 

avai. [able. 

TABLE IV 
1984/85 LAND USE ON 309 PHASE I COOPERATIVES
 

LAND_ USE 
HECTARES PERCENT 

Cultivated collectively 69,094 32 
Cultivated individually 24, 141 11 
Pasture 46,050 22 
Forest 35, 228 16 
11f rast mcture 9,379 4 
Idle during 1984/85 15, 977 8 
Unusable (swamps, salt flats, etc) 14, 180 7 

TOTAL, 214,049 100 
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Tie fol.owing Tables are presented to iil.ustrate the e,perience 

of tlie Phase I cooperatives, and the agricultural sector as a 

whoLe, durin) the yea.:;s of the reform. The data are for the 

major basic grains and export crops of El Sal.vador. Tables V 

and VI show area planl:ed, an important determinant of 

production and one of the few variables over which 

agriculturists have any control. Tables VII and VIII show 

yields which are dete:rmined mostly by weather and latid quality 

but are certainly influenced by cultural practices and 

management. The area planted times the yield determines 

production, and this is shown in Tables IX and X. The final 

set of Tables, XI and XII, show reform area and production as 

percentages of national production. All the Phase I data 

report only the collective production. 

Table V presents, in thousands of hectares (one hectare equals 

2.471 acres): (1) The national average area pl.anted for the 

five years (1975-80) preceding the reform, (2) The actual area 

planted for each year of the reform (1981-1985), (3) The 

average area planted during the years of the reform,- and (4) A 

comparison of pre- and post-reform five year averages.
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TABlE V 
NATIONAL AREA PLANTED (000'S HECTARES) 

% CHANGE 
75-80 AVG 80/81 81/82 82/83 83/84 84/85 85/86 80-85 AVG 75/80-81/85
 

Corn 247.1 291.9 276.5 238.7 241.5 24.3.6 253.4 ."57.6 4.25 
Rice 14.7 16.8 13.3 11.2 12.6 15.4 17.5 14.5 -1.59 
Beans 53.2 52.5 49.7 55. 3 56.0 57.4 58.1 54.8 3.07 
Sorghum 133.7 119.7 115.5 119.0 110.6 116.2 114.1 115.8 -13.35 

Total 3asi.c 448.7 480.9 455.0 424.2 420.7 432.6 443.1 442.7 -1.33 
Gra ins 

Coffee 
 170.0 185.0 180.0 175.0 170.0 1-70.0 170.0 175.0 2.94 
Cotton 92.4 70.7 63.7 58.1 45.5 44.8 26.6 51.6 -44.19
 
Cane 
 32.9 26.6 27.3 31. 5 34.3 36.4 39.9 32.7 -0.71
 
Other
 

Total Export 295.3 282.3 271 264.6 249.8 25[. 2 236. 5 
 259.23 -12.21
 
Crops
 

Table V shows that there has been virtually no chawge (-].33 

percent) between the pro-reform and post-reform five years 

averaqes of national area planted in basic grains. A 1.2 

percent decrease in area planted to export crops has occurred 

between the two periods, reflecting both the world price 

situation and destruction by the guerrillas. No crop 

increased dramatical].y while cotton area planted decreased by 

almost half. Eight and 
16 percent drops, :espectively, have
 

ocurred in area planted in basic grains and export crops 

between the first and the sixth years of the reform. 

Table VI shows almost the same data categories for the Phase I 

reform sector, except that a five year pre-reform average
 

cannot be computed because the data are not available.
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TABLE VI
 
PHASE I AREA PLANTED (000' S tEIECARES)
 

% CHANGE 
80/81 81/82 82/83 83/84 84/85 85/86 80-85 AVG 80/81-84/85 

Corn 15.1 16.0 8.9 6.7 4.7 N/A 10.3 -GS.87 
Rice 3.3 4.1 2.9 2.6 2.8 N/A 3.1 -15.15 
Beans 5.2 4.2 2.6 2.3 0.5 N/A 3.0 -90.38 
Sorghum 5.2 2.9 1.7 1.3 1.7 N/A 2.6 -67.31. 

Total Basic 28.8 27.2 16.1 12.9 9.7 N/A 18.9 -66.32 
Gra ins 

Coffee 22 19 19 1.9 20 N/A 19.8 -9.09 
Cotton 20 19 16 14 14 N/A 16.6 -30.00 
Cane I1 i 13 14 15 N/A 12.8 36.36 
Othe1: 0 10 10 12 14 N/A 11.2 40.00 

Total Export 53 49 48 47 49 N/A 49.2 -7.55 
Crops 

A 66 percent decrease in the Phase I area planted and cultivated
 

collectively in basic grains has occurred during the years of the 

reform. The consistent downward trend indicitos that the 

decrease is more systematic than a random difference between the 

two crop years compared. The explanation for this decrease is 

the low profitability of co]lectively cultivated basic grains. 

(There has beer- an almost corresponding increase in cultivation 

of basic grains by individuals on the cooperatives. Some of this 

increase is due to the reactivation of abandoned cooperatives 

which usually begin their renewed operations by planting basic
 

grains as individuals before farming other crops collectively.)
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Table VI shows a 7. 5 percent decrease in area planted in export 

crops with most of the decrease in cotton and most of the 

offsetting increasing in sugar cane an3 other, diversified croos.
 

Tables VII and VIII compare yiells between the national and Phase
 

I reform agricultural sectors. The comparison shows that with the 

exception oE rice, and to a lesser extent s ug;ir cane, Phase I 

yields equal or eKceed the national averages on a ccilsistent basis 

throughout the crop years presented. 

TABLE VII 
NATIONAL AVERAGE YIELD (QQ/HA)
 

75-80 VGS0/81 81/82 32/83 83/84 84/85 85/86 80-85 AVG 

Corn 38.70 39.22 39.30 37.70 39.89 47.05 42.05 42.50 
Rice 70.4B 70.57 81.95 68.75 74.60 89.42 85.60 79.82 
Beans 16.58 16.50 16.74 15.01 1.6.39 18.4.0 12.93 15.99 
Sorghum 26.16 25.40 25.54 22.69 24.20 26.28 25.09 24.87 

Total Basic 33.38 34.67 34.59 31..35 33.68 39.18 35.84 34.89 
Grains 

Coffee 22.03 20.98 21.1]6 23.38 20.19 20.96 20.19 21.14 
Cotton 44.97 35.95 38.70 40.79 36.92 38.77 52.63 40.63 
C'--e 87.08 74.55 77.55 86.06 90.93 88.27 91.48 84.81 
Gt ler 

Total Export 36.45 29.7B 30.97 34.67 32.95 33.89 35.86 33.02
 
Crops
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TAWrE VIII 

PHASE I AVERAGE YIELDS (OQ/HA) 

75-80 AVG 80/81 8t/82 82/S3 83/84 84/85 85/96 

Corn 64.77 50.00 43.03 68.01 66.7 N/A 57.06 
Rice 67.A8 73.17 53.45 74.62 80.00 N/A 57.06 
Beans 16.73 21.67 L6.92 20.87 20.00 N/A 18.92 
Sorghum 3904 3L.38 22.35 43.08 18.82 N/A 32.81 

Total Basic 51.81 47,1? 38.5L 58.84 59.48 N/A 49.95 
Gra ins 

Coffee 18.36 23.16 27.74 19.42 25.05 N/A 22.64 
Cotton 48.55 44.95 56..9 40.57 49.36 N/A 49.34 
Cane 7736 79.91 71.85 82.29 82.33 N/A 78.92 
o t he r 

Total. Export 42.00 44.35 49.17 46.83 49.53 N/A 46.29 

Crops 

Table IX shows that pre-reform and post-reform five year averages
 

for national production indicate a slight increase (3.4 percent) in 

basic grains and a large decrease (-20.7 percent) in production of 

export crops. Much of the change i.s due to the 50 percent decrease 

in cotton production, mostly attrLbutable to the world price of 

cotton and guerril].a actity. Reduced coffee production is probably 

due to undertainty over goverTnment policies regarding coffee 

mareting and Phase II of the agrarian reform which has led 

producers to delay or reduce expenditures for necessary cultural 

practices and tree replacement. 
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TABLE IX 
NATIONAL PRODUCTION (000's/QQ)
 

%CIIANGE75-80 AVG 80/8L 01/82 R2/83 83/84 84/85 85/86 80-85 AVG 75/80-81/E 

Corn 9526 
 11448 10867 9000 9633 11461 10769 10529. 10.5 
Rice 1036 1320 1.090 770 940 1377 1498 1165. 12. 5Beans B2 866 832 830 918 1056 751. 875. -0.7

Sorghum 3497 3040 2950 
 2700 2677 3054 2863 2880. -17.6 

Totn. Basic 14941 16674 15739 13300 14168 16948 15881 15451. 3.4
 
Grains 

Coffee 3745 
 3881 3810 4092 3432 3564 3432 3701. -1.1
Cotton 4155 
 2542 2465 2370 1680 1737 1.400 2032. -51.0
 
Cane 2865 1983 2117 2711 3119 3213 3650 2798. -2.3
 
Other 

Total. Export 10765 8406 9173 85148392 8231 8482 8532. -20.7
 
Crops 

Table X presents production data for the Phase I 

cooperatives. The decreased collective basi.c grain production
 

on the Phase I cooperatives (-61.3 percent) parallels the 

decrease in co].lective area planted (--66.3 percent) on the
 

Phase I cooperatives. The almost 
ten percent increase in 

export crops reflects tenure certainty enjoyed by the
 

cooperatives and 
favorable credit pol.icies. It al.so is a
 

natural result of 
the higher yields on the Phase I
 

cooperatives much of 
which has to do with the high quality of 

the basic land resource on the properties intervened. 
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TABLE X
 

PHASE I PRODUCTION (000's QQ)
 

%CHANGE
 
80-81 81/82 82/83 83/84 84/85 85/86 80-84 AVG 801/-84/85
 

Corn 978 800 
 383 461 31L N/A 587 -68.2
 
Rice 224 300 155 194 224 N/A 219 0.0
 
Beans 87 91 
 44 48 10 N/A 56 -88. 5
 
Sorghum 203 91 38 56 32 N/A 84 -84.2 

Total Basic 1492 1282 620 759 577 N/A 946 -61.3 
Grains 

Coffee 404 440 527 
 369 501 N/A 448 24.0
 
Cotton 971 854 899 680 
 691 N/A 819 28.8
 
Cane 851 879 934 
 1152 1235 N/A 1010 45.1
 
Other
 

Total Export 2226 2173 2360 
 2201 2427 N/A 2277 9.03
 
Crops
 

Tables XI and XII show Phase I area planted collectively and
 

corresponding production as percentages of national area planted
 

and yields. For 1984/85, a comparison of the two tables says that
 

on the two percent of the national land area planted in basic
 

grains, Phase I beneficiaries produced, in a collective manner,
 

three percent of the basic grain; while on 20 percent of the area 

planted in export crops they produced 29 percent of the national 

total. 
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TABLE XI
 

PHASE I AREA PLANTED AS A % OF NATIONAL AREA PLANTED
 

1980/81 1981/82 1982/83 1983/84 1984/85 1985/86
 

Corn 0.05 0.06 0.04 0.03 0.02 N/A 
Rice 0.20 0.31 0.26 0.21 0.18 N/A 
Beans 0.10 0.08 0.05 0.04 0.01 N/A 
Sorghum 0.04 0.03 0.01 0.01 0.01 N/A 

Total Basic Grains 0.06 0.06 0.04 0.03 0.02 N/A
 

Coffee 0.1.2 0.11 0.11 0.11 0.12 N/A
 
Cotton 0.28 0.30 0.28 0.31 0.31 N/A
 
Cane 0.41 0.40 0.41 0,41' 0.41 N/A
 
Other 

Total Export Crops 0.19 0.18 0.18 0.19 0.20 N/A
 

TABLE XII
 

PHASE I PRODUCTION AS A % OF NATIONAL PRODUCTION 

1980/81 1981/82 1982/83 1983/84 1984/85 1985/86
 

Corn 0.09 0.07 0.04 0.05 0.03 N/A
 
Rice 0.17 0.28 0.20 0.21 0.16 N/A
 
Beans 0.10 0.11 0.05 0.05 0.01 N/A
 
Sorghum 0.07 0.03 0.01 0.02 0.01 N/A
 

Total Basic Grains 0.09 0.08 0.05 0.05 0.03 N/A
 

Coffee 0.10 0.12 0.13 0.1.1 0.14 N/A 
Cotton 0.38 0.35 0.38 0.40 0.40 N/A 
Cane 0.43 0.42 0.34 0.37 0.38 N/A 
Other 

Total Export Crops 0.26 0.26 0.26 0.27 0.29 N/A
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In summary, it appears that the Phase I cooperatives are holding their 

own, although they have (and the data reflect) the advantage of owning 

some of the best farmland in El Salvador and have enjoyed a priority in 

credit and technical assistance. They are increasingly imiportant 

producers of export crops although their collectively produced 

proportion of basic grains has diminished greatly. The most striking 

trends on the Phase I cooperatives, such as the reduction in cotton 

production, are mirrored by El Salvador's agriculf:ural sector as a 

whole.
 

Some diversification is ocurring, increasing 40 percent in area planted 

collectively (see Table VI); and despite GOES policies which limit or 

leave undefined the rights of individuals on the cooperatives, the 

members seem to be moving toward individual production of those crops 

which enjoy only limited economies of scale and have a subsistence 

value (basic grains). 

CREDIT TO TIE PHASE I REFORM SECTOR 

Adequate production and invest,,,1ent credit is essential, to the operation 

of the Phase I cooperatives. Since 1980 over $1.78 million dollars of
 

agricultural credit from foreign assistance sources has been channeled 

to the reform sector, mostly the Phase I cooperatives. Over the years 

of the reform, the Phase I cooperatives have enjoyed a priority in 

obtaininq credit suppl.ied through A.I.D. projects, although the actual 

credit supplied to them in la:er years has decreased in both nominal 

and real terms. 
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There are four classes of lenders to the agricul.tural sector: (1) The 

Agricultural Development Bank (BFA), (2) The mired banking system, so 

called since nationalization of the private banks during the reform, 

(3) The Mortgage Bank (Banco Hipotecario), the only private bank 

remaining, and (4) others which includes several minor lenders such as 

credit cooperatives (FEDECREDITO) and the National Coffee Institute 

(INCAPE). 

After the agrarian reform, all. lenders were assigned Phase I 

cooperatives and expected to lend to them. Table XIII show1s the credit 

flows (including reflows) to the entire agricultural sector ant to the 

Phase I cooperatives from 1980 to 1984). 

TABLE XIII
 
CREDIT TO THE AGRICULTURAL SECTOR AND PHASE I COOPERATIVES
 

1980-84 (MiILLIONS OF COLONES)
 

AVERAGE
 
ANNUAL 
GROWTH 

YEAR 1980 1981 1982 1983 1984 RATE
 

NOMINAL TEMS
 
Total Ag Credit 974.4 1424.9 873.5 893.5 1.749.6 15.8%
 
Ref Sector Credit 165.7 204.4 21.8.6 194.1 224.5 7.9%
 
% Share of Ref Sec 17.0 14.3 25.0 21.7 12.8
 

REM, TERMS
 
Total Ag Credit 974.4 1242.0 681.0 616.1 1079.4 2.6%
 
Ref Sector Credit 1.65.7 178.0 170.4 133.9 138.5 -4.4%
 
% Share of ReF Sec 17.0 14.3 25.0 2L.7 12.8
 

During 1984, 244 of the then 31.1 active cooperatives (78.1 

percent) received credit. This is fewer than the 256 

cooperatives which received credit during the first year of the 
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reform, and the 269 which received credit in 1982. Reasons for 

which cooperatives may not be served by a credit institution 

are: (1) Location in zones of acavy conflict, (2) outstanding
 

delinquent debt ?.evels which make them ineligible for fresh
 

credit (although credits been "rolled over"
many have several
 

times), (3) some did not request credit, (4) others are too
 

disorganized to be considered creditworthy.
 

Responsibility for providing them credit was distributed among 

the lenders as shown in Table XIV: 

TABLE X1V
 
DISTRIBUTION OF PHASE I COOPERATIVES AMONG LENDERS
 

(1984)
 

LENDER NO. OF COOPS PERCENT 

Ag Development Bank 119 49
 
Mixed Banks 94 39
 
Mortgage Bank 28 11 
Other 3 ]. 

Total 244 
 100
 

High delinquency rates characterize the lending experience ot 

the credit institutions to the Phase I reform cooperatives. 

The BFA's delinquency rate in 1980 was 14 percent. The rate 

climbed to a high of 28 percent in 1982 and has hovered a point 

or two below that ever since. However, extensive refinancing 

masks the true delinquency rate which is considerably higher. 
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A survey of credit agents reveals the three major problems
 

affecting the creditwormhness of the Phase I cooperatives: (1) 

.iy,
Lack of management capab. (2) Lack of organization within 

the cooperative, and (3) A lack of sense of urgency and 

responsibility to repay on the part of the membership.
 

MARKETING AND DISTRIBUTION OF PROFITS 

Much of the production credit extended by the financial system
 

goes to pay the daily wages for which most members still work. 

The perception that members havve of themselves, that of daily
 

wage laborers, inf uences the way in whm ich production and 

investment credit resources are used on the cooperatives.
 

Activities which maximize the use of daily labor, as opposed to 

maximizing proiits, are the resol.t of this wage earner 

perception. The perception itsel.f is r.inforced by a system of 

restricted accounts which intercedes bc tween the members and 

income which the cooperative may generate. 

Income derived from each cooperative's production and sales is, 

according to the law governing agricultural cooperatives, to be 

used for the Col.lowing pnrposes, in order of priority: (1) 

Payment of production and operating loans, including wages, (2) 
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Payment on the agrarian reform debt, (3) Social dOavelopment 

programs, :nd (4) Capitalizing a legal reserve. Any remaining 

profits are to be shared equally among the members. This 

system tends to restricts individual initiatiave as we know it 

in traditiona].ly capitalist enterprises such as farming, and it
 

would be an even greater disincentive to production than it is
 

if it weren't, at least on some cooperatives, ignored or
 

subverted.
 

To insure, to the extent possible, that the distribution of
 

income conforms with the priorities dictated by the GOES, the 

reform has a built-in coll]ection machani sm known as "Restricted 

are sold to parnsta tal ma rhetingAccounts." Most export crops 

COPA, and coffeemonopolies: Sujar cane to INAZUCAR, cotton to 

to INCAV. Basic grains are marketed through IRA, the National 

Food Suppl.y Institute, which subsidizes basic grain prices but
 

can afford to purchase less than 20 percent of the production
 

and thus has little power to affect prices.
 

The parastatals take in the farm produce it; record weight,
 

measure and quality; and issue a voucher to the cooperative.
 

Money is later credited to a restricted account within the Bank 

which lends to the cooperative. The bank has a record of the 

cooperatives' total debt and, in turn, pays the creditors 

according to legal, priorities.
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Delays by the parastatals in selting cooperatives' products and 

crediting their accounts, as well as delays in required ISTA 

administrative approval for withdrawals from the restricted 

accounts, have increased the financial uncertainties faced by 

the cooperatives and reinforce members' incentive to get their 

benefits via wages paid from production credit. 

PHASE TI 

Phase II of El Salvador's Agrarian Reform, affecting 

landholdings between 250 and 1,235 Acres, was authorized in 

Decree 153, the basic law of alrarian reform, but wasn't
 

implemented at the same time as Phases I or III. The 

expropriation of Phose IT properties (approximatel.y five times 

the number of Phase I properties) would have required
 

administrative, financial and personnel requ irements beyond
 

those available to the struggling Revol.ut:ionary Junta. Phase
 

II would have required a political commitment and popular 

sunport greater thaLn what existed during the Phase I 

expropriations since smaller, family onerated farms would have 

been affecteLd and owner resisLance would have been much greater 

than was that of the mostly absentee landlords af.fected by 

Phase I.
 

The uncertainty which surrounded Phase II, however, from the
 

reform's announcement in 1980 to the clarification of l.andowner
 

rights in December 1983, immeasureably damaged Salvadoran
 

agriculture, especially in the coffee sector where decisions to
 

invest in needed cultural practices and tree replacement
 

require the assurance of secure tenure over the payback period.
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The implementation of Phase II was clarified somewhat in 

Article 105 of the 1983 Constitution. It changed the size 

criteria of properties affected by Phase II, increasing the 

maximum size landholdinq in El Salvador from 250 ncres to 600 

acres, and it gave landowners three years, until December 1986, 

to sell off their excess to small farmers, campesinas and 

cooperative organizations or face expropriation. 

Unfortunately, the Article also specified that implementing 

legislation would be forthcoming, defining the conditions of 

sale, elogible buyers and the method of expropriation. As of 

July 1986, thi.s legislation has not been developed, giving rise
 

to confusion and resentment among those potenti.ally affected.
 

The eventual impact of Phase II has been dampened by: (1) The
 

voluntary sale of some 27,000 acres of Phase II Land to ISTA,
 

(2) Claims by Phase III beneficiaries to approximately 32,000
 

acres of Phase II land, and (3) Voluntary sales of potentially
 

affected land to elegibLe (and possibly some inelegible)
 

individuals.
 

A late 1985 census of the 389 persons who where registered 

owners of more than 600 acres produced 282 usuable interviews. 

Of these, 89 still owned more than 600 acres but al.except 22 

of these were trying to sell their excess above the limit. 

They indicated that the Lack of GOES resolve to implement Phase 

IT, as evidenced by the lack of called for implementing 

legislation, was their basis for not selling. During the 

summer of 1986, President Duarte called oni the Minister of 

Agriculture to prepare the required legislation. 
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Regardless of the eventual disposit ion of remaining land 

subject to Phase II, the political implications of more 

expropriations. wilU far outweigh any productive impact on El 

Salvador's agricultural economy or its rural poor. 

PHIASE III 

Phase III, enacted in April 190 by Decree 207 of the 

Revolutionary Junta, created the opportunity for renters and 

sharecroppers to secure title to small, individual land 

holdings as opposel to the cooperative landholdings of Phase 

I. Dec reo 207 a]]owed for expropriation of land based on the 

type of t,:nu r, arrangements between owner and tenant ins;Lead of 

the tot;. numhc r oE acres held by the owner as provi.ded [or in 

Decree 153. Implementation began in March .98t. 

Phase III, or "The land-to-the-tiller" program, was based on 

the principle that agricultural land should belong to the 

persons who directly farmn it. Decree 207 allowed simiall, 

independent farmers who rented or sharecropped land to claim up 

to 17 acres of it. Its objective was to give secure title to 

persons who traditionally had cul.tivated different parcels each 

year under a variety of ad hoc arrangements with various 

landlords. Coupled with El. Salvador's chronic land scarcity 

and overpopulation, the former system not only weighted the 

terms of trade heavily in favor of the landlord, but gave the 

farmer little incentive to conserve soil or make long term 

investment. 
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Phase II titles also gave formerly disenfranchised citizens
 

with little to lose a stake in the growing political/military
 

struggle going on within El Salvador.
 

Decree 207 defines rental and sharecropping agreements broadly
 

to include: (1) Written and verbal agreements, (2) Payments in 

cash, kind or service and (3) Arrangements whereby renters or
 

sharecroppers farmed the same or diEf.erant parcels every year. 

Renters and sharecroppers who thought they were eleg i.ble had 

one year to fMIe a title petition at local offices of t],u 

Nat ional i.nanc al Inst tutnt .or i,-]ricultura. lands (IT"AT'A), 

the Phase III implementi.ngc authority. hfter initial processing 

in the local office, FINATA issued a provisional title which 

gave petitioners usufructory rights to the land while the 

complex and time consuming titling process of verification, 

measurement, valuation, etc. ground away toward defi.ntive 

titles which could then be registered in the name of the
 

beneficiaries.
 

Phase III freed elegible beneficiaries from further rent
 

payment. Renters who continued to make payments to their
 

landlords and obtained a receipt could deduct the amount paid
 

from their future amortization payments, as well, as from the
 

compensation eventually paid to the owner.
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Granting ownership riqhts to the tenant and freeing the tenant 

from the burden of rent was intended to initiate a chain of 

desirable events. By making modest, long-term amortization 

payments to the government (to cover the cost of the land) 

instead of rent to the landlord, family income was expected to 

rise. Increased income would be invested In improved 

agricul tural inputs, leading to increased and diversified 

production and better family nutrition. Investments in soil 

conservation measures and the opportunity for secure homesites 

were also considerel likely results of land ownership. 

Former landlords affected by the claims were contacted by 

FINATA and a val.ue for compensation (based on tax declarations 

when available) agreed upon. The beneficiary assumed a debt 

equal to the former owner's compensation. While beneficiaries 

waited (and some still wait) for definitive titles, former 

owners endured (and some still endure) similar delays in 

compensation payments. Some former owners resisted the 

expropriations by evicting claimants, others fought in Court, 

and for a while a controversial decree aimed at preserving 

cotton production (much of it on rented land) reduced the 

program' s effectiveness. 

When it turned out that some affef-ted landlords were 

smallhol.ders themselves, economic peers and, in some cases, 

relatives of claimants, the program appeared to merely 

redistribute poverty among the poor until a FINATA 
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adm in 1 st inrtve r.1 1.i,Ig ( 0he so c;l 1 L('l "W i. ii, ws aiid Orph1; 

Rule") "dissaffected" profperties beloning to persons who owned 

less than 17 acres themselves and/or were otherwise 

di sad vantjed. 

The inabliLty of FINAA personnel to service petitioners in 

conflictive zones has reduced the total number1 of Phase III 

bene[iciaries and hias always denied the opportuity for secure 

land ownership to pe rsons within those zones. 

In June 1984, after three extensions, the filing period closed 

and FINATA shiftedi its resources Erom extendinj the progrm~i to 

as many epeg 1le claiari~nts -is possible to the iborions task r)[ 

verifying petiLions Tnd trans e ri ng titl.es. FIW:IA'A coit:nues 

these tasks ta0day, anti with the aid of a moderniized land 

registry system, the number of xefinLtive titles being 

registcred has increased. A law which is expected to pass the 

Legislative Assembly soon will allow propeerties with exi.sting 

mortgages (heretofore unregisterabl.e) to be registered, 

increasing the rate of trans[er even more. 

TIE EXTvrq'pT OF DECREE 207 PROPIRTIES AND BEUEIVICIARTIES 

Because tenancy is found in many kinds and sizes of properties 

in El Sa.v--idor, a priori estimation of the extent of Decree 

207's impact was difficult to determine. Properties of any 
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size which were indirectly .xp lotted were subject to Decree 

207. The most reliable pre-reorm estLmate of the potentital 

area af ecteci by Decree 207 was 490,000 acres (14 percent of 

the lani in farms). Tbis incu ed ].and renuted on pr)pe rti.es 

subjec : to Phase [I and some pre-reform I STA cooperatives wh i.ch 

had been subdivided and rented. 

It was equally difficult to estimate the number of ootentia-. 

Decree 207 beiv.eiciartes. Estimates ranged from 60,000 to 

150,000 direct benefi.ci:ries although most observers Finally 

agreed on about 117, 000 persons. Assuminj this est:i mate is 

correct, given the current state of imp .e,',ntation, Decree 207 

reached approximately 50 percent of the land an( 45 percent of 

the pe rsons suject to it. 

There are several reasons why some renters did not file claim.s 

despite Decree 207's pr. 'V[3ions: (1) To some farmers who 

traditionally rent land, longsta uilin rental agreements 

repr esent assurances of access t-o the rented parcel and the 

opportmuriiy to earn ina:ome from it: (2) Some landlords 

int:i.midated tenants or coe rced them Into not appl.yini: for 

elogible lands, (3) Some tenants rented from fami ly, friends or 

economic peers and felt an obligation not to claim these 

parcels,- and (4) Some potential beneficiaries were unaware of 

Phase IrE or lived in areas of conflict where implementation 

was impossible. 

Much of the land rented in El Salvador and subject to Phase III 

is of poor quality and/or on steep erosion prone hillsides. 
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Some tenants felt their chances were better if not tied by a 

long term debt to this marginal land. 

It is important to note that unlike Phase I which was initiated
 

by GOES expropriation, no action took place under Phase III
 

until. the renter initiated the claims procedure. In an 

environment of threat, violence and civil unrest, the 

"self-imolementing" aspect of the program was impaired. 

TITLING AND DEBT REPAYMENT 

The preparation of application documents, carried out in FINIUTA 

field offices locate( in all 14 of El Salvador's Departments, 

began a multistep' process which led quick].y, in most cases, to 

a provisional title and more slowly to definitive titles. Once 

a claimant has received a provisional title, however, he/she is 

assured of the right to cultivate the land and reap the full 

benefit of its harvest. The provisional title also provides 

the former renter with access to BFA production credit. 

After a provisional title has been issued, a set of actions, 

approvals, notifications and registrations are required to 
complete the titling process. This involves detailed searches 

of tax and property registry documents, visits to the field to
 

].oc ,te and survey the parcels, soil classifications and signing 

of official documents by the former owner and the applicant. 

Adjoining property owners must 
verify the parcel's location. A
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for the applicant. Legal procedures 

to determine compensation of the forimer owner and the new 

owner's mortgage and repayment schedule complete the process. 

credit plan is developed 

As of April 30, 1986, FINATA estimates there will be 52,000 

direct Phase III beneficiaries. About 79,000 petitions 

(beneficiaries can file more than one petition so long as they 

don't exceed the 17 acre limitation) were filed, resulting in 

62,0000 provisional titles to over 240,000 acres (about 17,000 

petitions having been declared invalid or deferred). The 

62,000 valid peti.tions for which provisionnl titles have been 

issued have resnlted in 1.3,000 definitive titles and 6,000 

registered titles. Given an average family size of six, the 

estimated total number of Phase III beneficiaries wil. be about 

312, 000 persons. This is almost twice the number of Phase I 

beneficiaries, although the land area affected by Phase III is 

only half that of Phase I. 

Cash payments to amortize the new owner' s mortgae, which must 

equal the former owner' s compensation, are to be made alnnually 

over bya 30 year period or the land is subject to repo,: sesslon 

FINATA. Allowances for the type of crop and the time of 

harvest are considered in setting repayment terms. The 

mortgage may be paid in full at any time, an many 

beneficiaries have elected pay-off periods of less than five 

years which entitle them to FINATA discounts of from ten to 33 

percent of the land value. 
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To protect the intent of the re'form, new own-rs ir' not allowed 

to rent or sell the l.anrl for a )eriLod of 30 years, even if the 

mortgage has been satisfited. The land distributed under Phase 

III may be passed on through inhseritance but only to a single 

heir until the 30 year period has passed. An A.I.D. study of 

the rights of beneficiaries has recommended that forthcoming 

GOES agrarian reform legislation consider shortening or 

eliminating this restriction. 

COMP,]NSATION ANDM METIIOD OF PAYMENTS 

The law provides that former owners with holdings less than 250 

acres be compensated 50 percent [n cash and 50 percent in 

agrarian rejorm bonds (30 year maturity), a higher percentage 

of cash than allowed under Phase I. In the case of affected 

landlords with more than 250 acre. the compensation formula is 

25 percent in cash and 75 percent in bonds. 

The amount of compensation paid to former owners is determined 

by FINATA on the basis of the property value as claimed on the 

1976 and 1977 tax declarations,- or, in the absence of a 

declaration, on the basis of the land's soil classification and 

other characteristics. 

Phase III claims were made on 6,653 properties during the 

application period (some properties had up to several hundred 

claims filed upon them). FINATA has approved and paid 
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compensation on 1, 772 of them as of April 30, 1986, and is 

programme(i to complete compensation on the remaini ng 4,412 

properties by the end of 1987. Tie total obligation estimated 

to be incucred by the end of 1987 is 125 million colones (,t25 

mil lion). Interest payments due through 1987 on the bonds 

issued will add another 21. mi1. lion colones (44.3 miillion) to 

the obligation, making the total cost of Phase III through 1987
 

more than 146 million colones (t30 million). (See Tabl.e XIV.) 

TABUIE XIV 

1986 AND 1987 CASH RFQUIREM!,I'vS IOR A!,L PHASE III PROPERTIES: 
OBLIGA'IONS MINUS PAYMENTS MADE TIROJGH 30 APR 86(14ILLIONis OF' COLONES) 

TOTAL PAID AS 1986/1987 

OBI,1(TVIO OF 30 APR 86 REQUI Er ENT 

PHASE III PROPERTIES 

Initial Caslh 55.44 21.67 33.77 
Redeem Bonds 69.55 2.00 4.00
 
Interest 
 21.26 
 5.83 15.43
 

TOTAL PHASE III 146.25 29.50 53.20 

For the 1, 772 properties already compensated, FINATA has paid 

or issued 29.5 million colones (H5.9 million) in cash, bonds 

and interest to the former owners. Each year two million 

colones (t400, 000) worth of FINATA bonds are redeemed by 

lottery. The goes will require over 53 million colones (tl0
 

million) in cash before the end of 
1987 to be current in its
 

obligation to compensate former owners.
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EVICTIONS 

One of the early problems of Phase III implementation was the 

eviction of beneficiaries from parcels of land to which they 

were entitled. Evictions ware a serious form of opposition to 

the reform process and threatened its validity by undermining 

the credibility of the provisional title. Evictions 

discouraged some potential beneficiaries from making and/or 

continuinig applications, Fearing that they too could be evicted 

or denied access to land and be worse off than they might 

otherwise have been. 

There were varying estimates as to the magnitude of the 

eviction problem. The most reliable study indicated that as of 

August 193, there had been 5,634 beneficiaries evicted. 

Unofficial estimates made by camoesino labor organizations 

representing small farmers and rural workers tended to be much 

higher. Th-e disparity in the estimated number of evictees was 

due largely to definitional differences. 

The fact remainis that evictions of actual and potential
 

beneficiaries of 
the reform occurred, often times accompanied
 

by acts or threats of violence, and their effect on the process
 

was negative. To counteract evictions and reinforce Phase III
 

credibility, FWIATA, in cooperation with the armed forces,
 

initiated a program of returnitng evicted beneficiaries to their 

parcels. Under program submits listthe FINATA a of evictees 



to a departmental or local miit. ary commandler who then
 

confronts the property 
owner and, if necessary, authorizes
 

troops to accomipany the evictee to hs/her parcel to insure
 

that they are securel.y resinstalter on the property.
 

FIN'ATA also conducts a radio publ.icity cam oaign describing the
 

details of the program and 
encouraging evicted beneficiaries to
 

make their cases known.
 

Evictions have been much less of a problem since late 1983.
 

Most "evictions" reported 
now turn out to he "disaF[ectations", 

incidents where FINATA dlet ermiHs the he eici[ary was
 

ine.igible or the ownor proLected 
 under the "windows., and 

orphans" rule. In there cases VINATA attempts to relocate 

applicants to ahandoned or recl.aimed parcels. FINATA's 

legislation does not permit it to purchase land for
 

resettlement, but changing this is being contemplated.
 

DECREE 6 

Decree 6, issued by the Salvadoran Constituent Assembly during
 

the first weeks of its 1982 session, temporarily confounded the
 

implementation of Phase III. 
 Confusion arose out of 
the
 

Constituent Assembly's efforts 
to permit owners of land
 

appropriate for the production of cotton or 
sugar cane to enter
 

into land 
rental contracts without incurring the risk of Phase
 

III related expropriation.
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To accompli,sh this, the As'embty passed legisl.ation suhmi:ted 

by the provisiona1. President that suspended Phase III claims on 

cotton and sugar cane lands for one crop cycle.
 

The intent of the legislation was to encourage the production 

of cotton and sugar cane by minimizing the uncertainties and 

reducin. the percei ved ritsks relat ed the rentalto of cotton
 

and su a r cane land. Broadontng the suspension to include
 

lands rented for basic grains and li vCstocl was widely taken
 

(both in El. Sal.vador and the United States) to be a do facto
 

repeal of Phise T1ii, 
 evert though Decree G specif icaly protected 

the righi.s of all bene:iciaries, current and potential. 

The confusion was tempoary and Decree 207 claims and
 

exp ropriant Lons con tLnue]. 

THE IMPACTS OF PHASE IIT
 

It is always difficul.t to measure the effects of social and 

economic structural change, especially within the short time 

span of the arar[an reform, and mo re espneci ]_ty within the 

context of civil violence and general economic chaos. Add to 

this the natural vagaries affecting agricultural income and
 

attempts to accurately measure change become heroic.
 

Nevertheless, a Phase III evaluation plan has resulted in two
 

profiles of Phase III beneficiaries from which we 
see an
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emergling pi7tture of the effects of socu-e land temre on the 

personll ard pr(odIct ve of1 i. yes hrn-e f iciaries. 

Conducted by the Off ice of Planni.nj and Evaliwation for the
 

Agr.arian Reform 
 (PERA) of the Minii.!3try of Agr[cul.ture (MAG), 

the two profiles used slightly different sampl i ng methols 

(dictated by the data avai.lable to da.-lw strat ifiod beneficiary 

samples) hut both ut ilized Compa ral)].e field survey i.nterviews 

an1d yielded sitatist ca.lly significant r.esults. The second 

prof ii.e wvi s con(Iuctcted in 1.984 and daia f rom it are compnI red,
 

where anpropriate, with data 
 from the(: first profil.e conducted 

in 1982. 

THE PJItA, I I BEItJfTCTARI.F],--IEMOG RAPI11.C CIIARACTERISTICS 

Demo-graphic charace-.rirti-s indicate the Phase III
 

bencfici,ar[c,-
 are, on t:he average, among the more disadvantaged 

of the 2.202 mi 1.1.ion rural, poor in EIl. Sal.vador. The 1984 

illiteracy rate for Phase III beneficiaries is almost 5]. 

percent, exceeding the 1980 rural illiteracy rate of 46 percent 

and unch:nergd frorn the 1982 survey. In the seven ess nt a I 

foo'l itews surve-yed, Phase EII beneficiar.es' annual per capita 

colsumpiont was below cot sisldered u,[nitmum requ i re ments in six, 

excee(ding the minimum requirements only in cotisumption of 

corn. Thrire is virtua].l.y no di fferonce between the first 

profi]I.e and the secold in .ivinrg standard ir]d icators Such as 

ownership of their home, basic services (potable water, 

sanitation, electricity, cooking fuel orsources) household 

equiptttent (radios, irons, bicycles, etc. 
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7\mong Lhc dtoeforaphi( i.nd i n ao-, surveyed, only a rate of 

infant mortal.iLy below Lh- rura:l averago and decrensing since 

the first orofile shows the liv[n cond itLons of the Phase III 

beneficiaries to be respond ig positiv ley to secure land tenure. 

It should be noted that many o[ 
the demographic characteristics 

are long term measures whi[le the majority of Phase III
 

beneficiar ies ha va enjoyed 
secare land tenure for only 
2-3
 

years (and the provision of basic )ices
serv is extremely
 

diffi[cult given 
 guerri l.a destruction of public infratLructure). 

And, as we see in the next section, it is one thing to increase 

family income while yet another thing to decide how to spend it.
 

.YAHT1Y iNCOM'E 

One of the mai.n objectives of granting secure title was to
 

increase family i.ncome. 
 In this regard, Phase III has been
 

very successfuL. Total family incomn (on and off farm) h-s
 

nearly doubled from ,371 per year in 1982 to ,732 in 1984. 

Family income derived from the I)rcree 207 pa r.els inc reased 37 

percent in current prices from 0;3(03 in 1982 to ,417 in 19R4.
 

Moreover, even when adjusted for inflation, income from the 

parcels increase 9 percent, a claim which few agriculturalists 

in El. Salvador could make over the same time per io..
 

Net income from the parcel s (after subtracting production costs
 

on the parcels) averaged ,;250 per year 
in 1984 which was 34
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percent of total net family income. Tie remaining not family 

incomn was der ived from [arm and off-o[aurm .a].,aries, small 

bus i nesses, a nd i ncoie Criom parcel.s not acqui red through Decrec 

207. It is notable that the percentage of Phase ITI famil ies 

earn nc loss than 0;200 per year decreased from 41.5 percent in 

1982 to 5.3 percent in 1984. 

If family income is increasin, why then is the standard of
 

living 
of Phase IF1 hc, neCicia;: ies remaininrg more or less
 

constart? The 
 answer i es in beneficiaries' responses to 

questions abo,'t their agricultural operations which are 

expandinj and divars i yi ng. 

LAN.!) TENIURP'i 

Over 81 percent of the land parcels owned by the Phase III
 

beneficiaries were acquired through FINATA as a result 
of
 

Decree 207. The remaining 19 
 percent were acquired through
 

inheritance, gifts or, more 
 recently and most importantly,
 

purchase. The 
 family average parcel size has increased since 

the first profile by almost 20 percent (from 4.1. to 4.6 

acres/family), usually through purchase of additional land. 

PRODUCTION 

Phase III beneficiaries have traditiona.ly cultivated basic 

grains for sale and subsisteLce, but wi ti basic .grain 

production on the Phase I farms fall ing, Phase III 
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benef ic iari Os lVve become an imporLand- sourceVof 1) i(c 

EoodWn f[fs for ttLe countLry. From .9R2 to 1984, tive prt-centare 

of notLonat basic grain producn:in at:tril tLthuLle to Phase T[II 

be.no i es.cjari has incrocasod from1- L to 25 lpercaint, ani 62
 

percQ nL o he prod uction 
 en ters the ma rketi ng systom (versus 

53 percent in 1982). 

Yields on Phase I[I paric,].s are equal to the national_ average
 

and almost 60 percent of the yi eld on the Phagse I farms with
 

th eir sup1er-ior <sol]1 and tochnology. Only in rice, a crop 

requyr.nq good sa0il 1nd lig h U 1cnology, do Pha< e I'l yields
 

fall. below liaLional averovjer.
 

Divers ified production was an objeLctive of Phase III based on 

the hypothesis t:ha secu re tenu re would promote iuvestment in
 

the [irrigatLion, 
 drinige and otjer structures necoq::a-ry for 

crop diversqificoution. In 1982, hasic. grains accounted for 95 

percent of the va].ue of Phase III prouction. In 1984, basic 

grains accounted for 72 percerL ot the valu,, di versif ed crops 

having increased in iUp~ntance from 5 percent to 28 percent 

over the two year span. The average va.ue per acre of 

diversi Lied crops is 250 percent of the value of basic grains.
 

CAPTT/\L INVEST"ENT,_ _MP_ _VEEL,S !, \lDTECV] Q9r 9y 

Ai.liough over the years the Phase III beneficiar[es have 

employed only the crudest of tools and technology, secure
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