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El Salvador fi-ds itself, once again, at a critical tumi.ng point in its 
history. For clmost ten years, it has successfully faurjht off a Marxist 
inmqency which in 1983 had more cambatants than did the Salvadoran arnred 
forces. Today, the hsmgents have virtually no chance of taking puwer 
through violent means. -cy is ftmctioning for the first time in this 
mall country and a political and econlanuc system formerly duminated by a 
small group of the wealthy and pawerful is taking its first solid steps taJarjl 
becxaning a pluralistic society with broad-based participation. 

The causes of both the insurgemy ard the refoms were the centuries~ld 
economic, social and political injustj-ces d c h  virtually disenfrandsed 70 
to 80 percent of the population and conoentmted the c0untry1s mth in the 
hands of a small mhority. In 1979, a coup by reformist military officers and 
a subsequent civilian-military junta began a far-reaching process of social 
and political change. This prooess oontinued under the government a c h  came 
to pawer in 1984 in the countryls first free demcratic Presidential elections 
in 52 years. 

The initial years of refonn (1979-1983) were xnarked by the rising pawer and 
violence of the leftist guerillas who were fighting the governmnt, and a 
similar force of lawless right-wiq extremists who used the same tactics of 
intimidation, terror and murder that was practiced by the left. ale result 
was economic and social chaos. 

As the scale of fighting hcmased, eoonomic conditions worsened. Betwem 
1978-82 real GDP fell by 32 percent and real per capita GDP by 28 -t. 
Over 500,000 persons were displaced f m  their haws and hundreds of thousands 
mre migrated to other countries. Schools, health facilities and municipal 
centers were destrayed. Dams, pawer lines, water supplies and railroads were 
attackod ard damaged by the guerrillas. Over the caurse of the first four 
years of fighting, wery major bridge in the cumtry was sabotaged. Fbn?ign 
investozs left and domestic bw~cnesses closed their doors. Massive capital 
flight took place. Between lost production and d-ed infrastructure, the 
cost ran to sane $2.6 billion. In 1981, the inc~pgent forces boasted that 
with one more mjor offensive the country would be theirs. 

m i z i n g  +the seriousness of the situation, the U.S. Gavernment framed a 
strategy emphasizing substantial resource transfers (about $2.0 billion 
between 83-83) to stabilize the econamy, restore the provision of essential 
social services, and to effect a more equitable distribution of wealth. Our 
balance of payments support program was designed to arrest the d a m m d  slide 
in output, employment, and imams. The associated local m n c y  program, as 
well as dollar funded activities, were directed to restore health, education 
systems and public utilities. In addition, substantial dollar and local 



aurency - allocated to -rting GO= efforts to effect a more 
equitable distrikrtion of wealth, primarily through the redistribution of 
larrd. Finally, U.S. food aid and teqmrary job programs enabled the GOES to 
address the social shock of war-displaced persons. 

C. Bpa& of A.I.D. Ass- 

lhis strategy achieved measurable results on a l l  fronts. 

Al~.ost $1 billion in Balance of Payments Support since 1983 has all& the 
gcnremmmt to arest the rapid decline in ecmcdc growth fram 1980-1983, 
nraintain levels of enplaynmt, and to prevavk further deterioration in the 
income lzvels of the poor. By providing the dollars necessary to inport raw 
nraterials, machinery and spare parts, the U.S. played the criticdl role in 
prwenting the Salvadoran economy from falling into total disarray. me local 
currency generated f m  the  Balance of Payments assistance allowed the 
guvennnent t o  finance the reconstruction of war and -quake damaged 
infrastruchn, and pravide the basic social services needed i n  health, 
education and welfare. It pso provided the equivalent of $US 800 million i n  
production credit t o  the private sedo~r, l3xthe.r helping to stem the economic 
decline. Finally, Balance of Rqments m r t  helped to reduce the extent of 
the decline in the standard of living of the Salvadoran people to a tolerable 
level, and raise the level of -es available for social programs by 35 
percent wer what they would have fallen to without U.S. aid. 

2. Mntemmx of Social Scsxi- ami Prwision of l f u m m i w  Assistance 

U.S. assistance has been criticdl in keeping the basic health and educatioml 
systems functioning. By 1982, the supply of medicines in gwernment health 
clinics and hospitals was  nearly exha-. U.S. assistance financed the 
importation of d i c a l  -lies and helped the GOES to develop more efficient 
distribution systems for the drugs. A.I.D. resauroes were  also used to 
stmythen th= achhktmtion and mmgenmt of the Ministry of Health to  
emble it to main&.in a -laable curative h a l t h  system in the urban areas 
mi to keep at  least minimal assistance flawing to rural areas. While the 
health situation is still surrstaPldard, am& ml.nutrition has not hcmased, 
infant and child mortality is dawn since 1978, and the incidence of vaocine - 
preventable disease such as measles and polio has w. 'Ihe papulation 
grwth rate, without considering migration, has by one half peroent 
since 1977 and nw stands a t  2.5 pemmt anrlually. 

In spite of the insurgency, the eduCati0~1 system continues to  operate and 
2/3 of the children of grammar school age are now enrolled i n  classes. A.I.D. 
programs have rehabilatated 3,000 classrooms, reopened over 300 schools, and 
prwided desks, textbooks and tmching materials to thousar~I~ of children and . teachers. Without these programs, it is doubfui that the Ministxy of 
Education could have maintained its efforts i n  the rural areas. 



Since 1982 guerrilla sababge has form3 the GOES to repair danrage tatalling 
$3.5 billion to the electrical grid, to hiwys, bridges, and water systems. 
W i t h  tedmical assistance and equipmt prwided by the U.S., Salvadoran 
institutions are able to @ these basic services back on line in a matter of 
hours or  days ~3tk.r than weeks or  months. 

u. S. humnitarian assistance programs have provided more than 500,000 persons 
displaced a t  the height of the w a r  wikh h t p o ~ a r y  nausing, health sewices ard 
fwJ 5 ease their' initial dislocation. 9hey were  then assisted in finding 
employment and integrating into their new m. As war conditions impruved, 
many were helped t o  return to their hams and farms and given fimwia.1 
assistance or  materials start anew. The number of displaced persons is now 
dawn to around 125,000 ard by early 1991, these w i l l  have been relocated to 
their original hcmes, inmted into new m, or absorbed into Salvadoran 
social assistance progranrs. ?he 1986 earUqmh which left mre than 300,000 
pasons hasneless and did $ lb i l l ion  in m a t e r i a l  damages to San Salvador 
required almost $150 million in ESF funds to bring the capital city back into 
operation. Food, shelter and medicines were furnished, tmporary housing was 
prwided, credit t o  remnstruct permanent housing and businesses was r i e  
available and more than 60 temporary buildings w e r e  constructed to house 
gwexnment off ices. A. 1.D.-f inanced pmj& also prwided short term 
employment to thausands of laborers and residents hired to remove the ruhble. 

One of the most critical and f a r - r e a m  refoms of the Salvadoran gwermmt 
has been a major transformation in land tenancy. In a country which w a s  not& 
for its inequitable land distribution, a- 25 pemmt of the farmPand has 
been distributed t o  tenant farmers, shmxrqpxs and fann laborers. Ihe U.S. , 
through the pnxrision of credit ard technicdl assistance, has helped these new 
land mers obtain legal t i t l e ,  begin to impme their holdings and increase 
and diversify their production. Almost one-half millioi-\ fanners and family 
menhrs have directly benefitted from the land reform program. 

4. Inpmed kmcmtic Processes and Institutions 

By prwiding humanitarian assistance, avo!.ding a S M o w n  in the prnvision of 
social services, ard supporting the ecx,nanic base of the country, the U.S. has 
given the gwexnnent of E l  Salvadcir the time and stability necessary to  
consol lhte  the refonns which it ha5 initiated. %is was particularly 
cr i t ical  for carrying out land reform and for guaranteeing the long-term 
viability of democratic institutions - the electoral prooess, free labor 
unions, the legislature, and in impruving the obse~vance of human rights and 
due process of law. Improvements made i n  these areas directly address many of 
the root causes of the insurgexy. 



I n  spite of hpezfections in the p- ard strident criticism fm thoGe 
unfamiliar with either p-1979 E l  Salvador or the realities h &her LaCjn 
American countries, the -tic p- has a fouthold in this cumtry, ard 
imp--, albeit perhaps small by aur standards, have been made. One 
pmsidential election has been held, Ugislative Assanbly elections .vere 
carried aut in 1985 and 1988, and, in the elections for mayors in 1988, the 
opposition party w n  the majority of the nunicipalitiw. 

Refom of the judicial qstm, while also SAW, are prpceeding, as are 
hpn%emnts in a formerly powerless legislative body. The d m t i c  labor 
unions acknowledge that collective banpining with emplayers is now a m m l  
pmcedme rather than the exception that it was prior to 1979. The e i g h t  
violent intimidation and -on of labor unions and -tives which 
PAS widEspread in the past has all lnrt disappeared. Given the situation which 
prevailed b fo re  the reforms began, the progress has been ~mnarkable, 
particularly whim one considers that, e e r  wartime oanditions, iadividual 
liberties and constitutional rights are usually contracted rather than 
eqanded. ?he erwxwragement and assistance prwided by the United States were 
key factcrs i n  rreating the conditions in which such progress could take place. 

C. Sumnary R s a r a ?  Table 

Table 1, below, summarizes the absolute minifiarm resource level required to 
implement our strategy. The amount mested w i l l  enable El Salvador to  
consolidate its democracy, s tabi l ize  its econay and broaden participation in 
social and m n d c  benefits -out the society. 

Table I 

APPLS PROVIDED IN AIDP CDGS GVIWCZ E 'IR EL SALVADOR 

ESF 185.0 155.0 110.0 100.0 79.0 629.0 
IIA 78.0 80.0 8b. 0 80.0 80.0 398.0 
PG480, TITLE I 35.0 35.0 30.0 27.0 25.0 152.0 
-480, TITLE I1 4.8 5.2 4.8 

If E l  Salvador is only alloted the AAPL figures wer the five-yar planning 
period, the ESF balance of payments assistame w i l l  decline by wer 57 percent 
(fmn 185 to  79) ; M funds will -in wnstant and P.L. 480 m m w e s  w i l l  
drop gradually. By FY 1994, total resouroes levels w i l l  have drapped more 
than 40% (302.8 t o  184). This precipitous phase down, especially i n  the ESF . Balance of Payment support oarponent, is unjustified. ~ i v e n  the mxd for 
econcanic reform, th-i s l u g g i ~ m s s  of the edonomy and the continuing war, it 
seems 



highly unlikely that the GOES will be able to absorb a $300 million drup in 
EsF assist- wer the later part of the CES period without major disruptive 
cuts in so cia^ services and emmnic grclwth. Keeping ESF balanoe of payment 
support at appmxhaWy the FY 1990 levels of 185 million wer the FY 
1991-1991 ]perid is -1y -ed. 

m changes in emfxmic plicy m t  by the Missian during the C D S  period 
will set the stage for inpmved ecaamic perfomaxe, especially in the rate 
of grawth in real GDP. Impruved d c  perfo~manoe will g-te higher 
levels of w r t  earning and inmas& flaws of private foreign capital. 
~ m e r ,  these gains will likely nut be sufficient to cover the balance of 
payments deficit that will p-ly exist even at higher lwels of growth. 
mnseqwntly, El Salmdor will oonthme to require extend domr assistame 
during the CJXS period as well as thnmghout much of the 90's. 

The Mission has esthaw this gap to be appmximately $150 - $180 ncillion 
annually during the period 1990-94. (Xlr strategy assumes that impruved 
economic policies will open the door for other external donor programs, such 
as those of the World mk and the IMF, allowing USG participation to decline 
as projected above. If other donor participation does not materialize, USG 
assistame must remain at current lwels; otherwise targeted gruwth in 
employment,  ham^^ and social services will not be achieved, and the 
continued financing of nu-a1 service delivery prugrams put in place during 
1990-94 will be in jeopardy. 

The Sumnrary Table I1 on the next page, (together wia the qlmtory 
narrative and the resoume tables in Annex B) indicates clearly that the 
overwhelming majority (90 pement) of programable funds &.A to irrp?lement 
the straw will be applied to pmgrams that will -fit law incum segments 
of the society. The balance will be assigned to productive developrent 
activities that will benefit the society at lqe. 

As discussed above, progress has been made in addressing the problems which 
caused the social meaval at the start of the decaue. However, much m i n s  
to be a-lished for the country to achieve both sustained economic grCklth 
and broad participation in the benefits of such grrrwth. 

IL, avoid long-term dependency on U. S. assistance, the GOES must adopt a 
variety of economic and social reform measures, such as those set out in Annex 
E (Economic Policy Dialogue Matrix). These policies need to be combined with 
investments designed to provide  stainable improvement in the quality of life 
of the poor majority. Key improvements are needed in the productivity of 
small farmers, small businesses, and in the quality and extent of education 
and health programs. New job generation in the private sector, bath in 
industry and agriculture, is paramount. However, the war continues to be a 
constant drain on COES resaurces, and laxye scale capital repatriation is 
unlikely unless the a n n d  conflict abates significantly. Thus, strong 
economic grawth is several years away, probably in the latter half of the 
1990 Is. 



The eoonamy t d a y  has made only a modest n?cuvery relative to its high point 
in 1938. GDP aml GDP per capita are 85 percent and 73 percent, respectively, 
of their 1978 levels. Unaployment is dawn, but so are real wages. Inflation 
has declined, but it remains curmntly at 20 pement per annurn. 

In spite of a two-year s tnqgle  to m3uce the rate of inflation, lawer the 
fiscal deficit, and give -4tiOnal exportms a mre favorable climate, 
the Salvadoran econany today is labor- UTYler several abstacles to mcuvery 
and gruwth. An wewalued a d m g e  rate, supprted by nummms import 
restrictions, reduces the profitability of many actual and potential aport 
products and dampens demand for danestically produced goods, e.g., corn, 
fruits, and other vqetables, which are produced by small fanners. The fiscal 
deficit  plaoes increasing demmk on the available credit resaurces of the 
f inancia1 sector. The financial system, characterized by wementmlized 
operations and a regime of negative real interest mtes, is incapable of 
mobilizing financial savings and &amelirg credit to  the most profitable 
activities. Finally, inefficient pxshtal monopolies in mffee and sugar 
have created disincentives t o  domestic production. 



Table I I 

I. Sectors 
Agric. Rural Dev. & Nut. 
Health L Pop. 
Educa t i on  
Pr ivate Scc. 8 Misc. 

TOTAL 

SUPURY 
Planned Uses o f  Developnent Assistance, ESF and LC 

Broken Out by Sectors, Benef ic iar ies and 
Act ion Plan Objectives Cortsic!>rations 

CbSS PERIQ) 
(Mi l l ions  o f  US Dol lars)  

FY 1990 FY 1991 FY 1992 FY 1993 FY 1W4 TOTAL 

s X s X s X s X s X s X 

11. Beneficiary Considerations 
Targct Group Social Programs 154.5 55 150.8 60 125.5 61 115.8 60 95.3 55 641.9 58 

Target G r o u p  Productive Progronr; 102.5 36 78.0 31 ' 3  30 57.4 29 54.4 32 353.6 32 

A l l  Society Productive Programs 26.0 9 24.2 9 "-2 9 20.8 11 22.3 13 111.5 10 

TOTAL 283.0 l o o  253.0 loo  205.0 l oo  194.0 l o o  172.0 l oo  1107.0 too 

111. Act ion Plan Goals and Objectives 
Econ. and Soc. Stab i l i za t i on  
-Objective 3-Stab i l i ze  Fin. Strucs. 
-Objective 7-Expand Infra.  
Long-Term Grouth 
-Objective 1-Increase Agr. Prod. 
-0bjcet ive 2-Strengthen Priv. Scc. 
-Objective 5-Promotc Exports 
Spreod Bencfi ts of Grouth 
-Objective 8-Family P laming 
-Objective 9-Health & Ch i ld  Surv. 
-Objective 11-Education 
Strengthen Democratic I n i t i a t i v e s  
-Objective 12-Streng. D m .  Insts. 

TOTAL 

A. I .D. Operating Expnses 15.0 17.0 15.0 13.0 12.0 72.0 

Non Projcct izcd BOP Support 143.5 116.0 82.0 75.0 59.0 475.5 



2. Pblitical Structures 

El Salvador's nascent d-cy must be nurtured and its key irstitutions 
fortified. It is critical that the uj?cahg presidential eler.cions be 
conducted with integrity and that they result in a peaceful transfer of p e r  
from one civilian g o v e m t  to anather. T h e  Judiciary a.r& the &qislatur= 
fave yet to achieve status with the Executive as first pawers of the 
state, and both entities suffer f m  severe institutional, human resource and 
budge- difficulties. The National Assembly lacks the ability to draft 
relevant, sound legislatis~n. The Legislature and the Judiciary and the 
Central Election Camittee all suffer from budget deficiencies which inhibit 
their ability to hire qualified individuals. Ds=ntralization of decision 
making authority, and the consequent respnsibility of municipal govemmwxh 
to pruvide camuni ty  services, is in its most incipient stages. Equally 
incipient is the process of camunity participation in the operation of local 
gwf2mnent. 

3. Social J3quity 

Dwindling budget resources have limited advances in the social sectors. It is 
remarkable that the GOES has been able to maintain a m n a b l e  level of basic 
education and health sewices in the face of the war and unfavorable world 
prices for traditional aport carmnodities. 

Like all GOES institutions, the Plbistry of Education stlffers serious 
management deficiencies. m e  Ministry is hard pressed to develop a aerent 
policy menu to guide the formal training process and is especially lacking in 
planning capability. Appmximately 640,000 primaq school age children are 
without access to formal education. ?he internal efficiency of the 
educational system is among the poorest in Iatin America (it currently takes 
9 years to produce a sixth grade graduate), the curriculum is outdated and 
teaching methods anphasize rote learning as opposed to problem solving. 

The GOES has been able to sustain a reasombly effective curative health 
system, which is centered mostly in urban m. And, as noted earlier, there 
have been saane gains in certain health indicators (e. g. , reduction in the 
incidence of infectious diseases and infant mortality) which a m  laxyely a 
product of Ministry of Health sponsored vaccination campaigns. HckJwer, the 
bhistry of Health has suffered from m e t  arts wer the past decade, a fact 
which has negatively affected planning capacity and the wnmll professional 
quality of its staff. With limited exceptions, there is an absence of 
preventive health services in the rural areas and, while .population grcrwth 
rate has declined by .5 percent since 1977, tens of thousands of Salvadorans 
are without access to family planning services. Perhaps most alarmingly, only 
13 percent of the rural population has access to potable water. 

The productive inf rastruct~~'e of the country (e. g. , m2d network, pcrwcr grids, 
port facilities) was adequate, and in some aspects jviz., highways) above par 
prior to the outbreak of hostilities. Tha conflict has been parti.cularly hard 
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on the m d  network, where almost 10 percent of the highway system has bsen 
last and the balance, approximately 9,000 b, ~ Z S  suffer& severe 
deterioration attrjbutable to def- mintenaxe. The power grid has 
remained functional in spite of the rep~~~bxl guerrilla attacks, but the la& 
of funding for maintenance has seriously dimhished the efficiency of port 
facilities, arad is beginning to impinge 0x1 the. safety standards of ahpom. 
Funding shortages are e x a d t e d  by a government policy that keeps utility 
rates artificially low to favor oansunret-s, themby denying the Naticml Water 
Authority (ANDA) and the National Electrical Ckmpmy (a) the revenues needed 
to impme service delivery. 

If GOES policies are favomble, the private sector can play a vital role in 
productive grawth arrd equity. m e  availability of jobs ani inoaPne can be a 
politically unipYw factor anrmg the popitation at large. Taxes an 
pmductive enterprise can finance h~mt jn social capital to impme 
services. Jabs can provide the wherewithal for people to pay for 
services. 

Private enterprise, while beginning to react to the stimulus offered by the 
CBI, continues to suffer fram a .series of institutional limitationh. 
Financial. and. i~formation systems have not kept  apace of technology advances. 
Expertise for production and marketing fdr werseas transactions are in short 
supply, md there is a dearth of adequately trained professionals, 
particu1arl.y at the mid-technical and administration levels. A rapproachenm 
between the public and private sectors concernhg the c o r d u c t  ofthi economy, 
and the appropriate role for each party in this process, has j u s t  begun and 
requires considerable expansion to achieve the mininnrm consensus necessary to 
begb to solve the camtry's severe social and econanic problems. -1 and 
micro Fmsinesses have g m  tremnlously in numbers wer the past decade. 
However, the develapnent of institutions to pruvide these entrepreneurs with 
credit, training and technical w i s e  has not kept pace with this 
expansion, and we must deal with this constraint to achieve broad-based gmwth. 

The agrarian reform has been successful in correcting the severe imbalances 
which existed concerning access to land. Nevertheless, the refom is far f m  
complete. Small farmem find themselves in the precarious position of not 
bing able to determine how they will ozganize their production units in the 
absence of a clear beneficiary rights law. Over 80 percent of the country's 
small farmers lack access to formal credit, and lack the tedxmlogy required 
to diversify production through the addition of cash crops to their 
traditional production of basic grains. Linkages between the gruwers and 
apindustries with ties to international markets are absent. An arti-f icially 
over-valued e x m e  rate and price ceilings on certain agricultural 
commodities continue to act as disincentives to inmwxd pLDdUction. 
Pelatedly, there is still excessive interference in agricultural prices by 
GOES parastatals-especially with respec=t to coffee and basic grains. These 
parastatals distort resource allocations to the agricultural sector and limit 

. its domestic and international cc~npetitiveness. 



A. A.I.D. m + e q Y  S T  

m e  goals of the A.I.D. El Salvador program are: (1) e c o d c  and social 
stabilization t (2) e c o d c  gruwth; (3) broadening the benefits of growth; and 
(4) stmngtha6ng democratic institutions. Our specific w e t  group is the 
seven art of ten Salvadorans (approximately 3.7 million people) who have 
little or no participation in the political or economic processes which gwern 
their lives. We will impme the standard of living and quality of life of 
this target group thrcPrgh an intqrated program characterized by: (1) 
continued balance of payments support that will be used in a manner to 
leverage key policy m e s  necessary for the reactivation of the pruductive 
sectors of the econany; ard (2), the application of dollar and local aurency - to spur the dwelopnent of lasting, structural m e s  in the 
private and social sectors. 

1. Stabilization ardGra*th 

Our macmeconcnnic objective is to assist the GOFS to achieve sustainable 
broad-based econcnnic gKlWth with eqllity withaut continued dependence on 
capematory balance of payments. This will require a amprehensive economic 
adjustment program that will contain memums to increase the qrrrwth potential 
of the economy without enduring inflationary pressures. We will promote 
liberalization of the exchange rate, the -de regime, and the financial 
sector in order to mobilize domestic savings and promote productive 
investmnts and to enwurage diversified, export-led gruwth. In addition, we 
will encclurage the implementation of other co~npensatory measures (e.g. , reform 
of the tariff structure for imports, reduceion of price contrpls for 
agricultural caamnodities) in a time-phased program of cmprehensj.ve structural 
ad justmmt. 

We recognize that macmeconamic structural refonn, Mile critical for econanic 
rearperation, will, in the short-run, have a negative inpact on certain 
sectors of the population (viz . , urban poor, rural landless) t h e  
exacerbating the difficulties almdy by these groups. lb cushion 
the shock of these adjustments, our strategy includes a safety net of social 
programs to maintain stability thruugh a series of labor intensive 
infraslxu- activities (e.g., construction and maintenance of rural roads, 
water systems and schools, urban markets and the repair of the electrical 
grid) to be carried out throughout the country. These initiatives will 
provide the country with badly needed infrastructure while generating 
short-term employment to enable the affect& population to sustain themselves 
until the economy begins ,to grow and they can be absorbed into the permanent 
work force. 



our ongoing efforts tc~ haease a m  to quality education ard health 
services also will help those affected by econamic adjustment, particularly in 
1990-91 perid when we e>rpect to devute ~ ~ l y  30 peroerrt of cur DA, ESF and 
U: resmrcs to these ssdmrs. If the next admhbtmtion is successful in 
eliminating gwemmmt intervention in pricing policies for snall farmer crqs 
like basic grains and coffee, inoentives to invest and hczwse pm&ctdon 
will raise -1- iuld inxmeS in nual m. 

~imlly, we will continue our efforts to reintegrate remaining displaced 
persons and help the cjlty of San Salvador m e r  frcan the October 1986 
-quake. And, thxmgh hmeas& support to municipal govemmnts to impme 
their capability ta prcwide senrics to the 1 d  populace, we will assist the 
GOES in cavlteracting the inZl.uena of the FMLN h z e n t s .  

In conjunction with m c ~ c  policy refonn, aur long t e r m  strategy for 
achieving sustained e o a n d c  growth will m p k s i z e  ccmtinued US3  assistance to 
increase production and productivity. We will, therefore, support hvedments 
in the private sector for the production of both traditional and 
nontraditional q r t s  and the continued devel-t of the .small ard micro 
business sector which, in the main, produces to satisfy dcrmestic cmsmption. 
our strategy also calls for a shifting of emphasis in our rural develqmmt 
portfolio from laad refonn to assisting -11 farmers, including land refonn 
beneficiaries, to increase their production and incame. We will er@asize 
diversification of the production and processing of traditional anG 
nontraditional expo* to ccanpliment basic grain production. 

It is our judgment that a strategy to diversify and reorient the Salvadoran 
ecorxmy will have important equity dhmsions in addition t~ fostering 
sustained economic graJth. Mission strategy will W i z e  broad-based 
participation in private sector grwth to avoid of the 
concentration of wealth in the hands of a few - one of the root causes of the 
insurgency. The qrt-led strategy will result in m e d  employment 
oppo~r"unities for the labor force ad, if acccmpanied by adequate pricing 
poli~ies and a redlistic exchange rate, will prwide greater inoane 
opportunities to small fa.zn-e-rs. lhLs approach will also stimulate danestic 
demand which, in tuxn, will foster the creation of small and microenterprises, 
and generate additional government revenues for social sewices and productive 
public and private infrastructure. 

While the root causes of the hsuqency are related to employment and incane 
for the country's poor, they are also associated with inequities in access to 
social services. Accordingly, we will continue substantial involvement in the 
social sectors to improve the quality of life of the poor majority and to 
ensure that they can take advantage of the new opportunities that will be 
presented by the economic growth. For example in ducation, A.I.D. will 
continue to f i m  rural primary school construction, while shmltanecKlsly 
la~mching a program to improve the quality of education through teacher 
training, revised curricula, increased availability of books, and use of the 
mass media. We will also maintain our commitment: to upgrading the quality of 
technical training. 



In the field of health, w will support government efforts to expand rural 
health services. T h e  mghasis will be on the provision of capmhensive 
preventive health care, includiq access to potable water, to ccsnbat the 
health and child fluvival prablems (e.g., malnutrition, gastmenteritis) faoed 
by the rural poor. We will also expand a.r nation-wide family planning 
Progran. 

It is important to mte, that praposed invdmmts in the social sectors 
represent an inmeas& financial bnde;~ (recummt oosts) that the GOIS cawrot: 
afford nuw nor will it be able to fully afford by 1994. This inplies a 
long-tenn cammibent, by A.I.D. and/or other donors to finance social sector 
investments until the economy recovers sufficiently to enable the GOES to meet 
these culmitments. 

3. Ikmcratic Institutions 

It is our firm belief that broad-based e c o d c  gruwth can best be realized 
thraugh a democratic political system. Accordingly, we will im=rease our 
efforts to enhance the capability and effectiveness of the public bodies that 
form the core of the democratic process, so that they may better serve the 
needs of the populace. As these institutions (e.g., the Judiciary, the 
Iqislature, the labor unions, human rights commissions, municipal gwernment 
aml the electoral process) beccsne stronger and impme their record in serving 
the public, they will help foster a sense of confidence by the citizenry that 
they can voice their views and seek mdmss through the democratic prooess. 
'Ihis heightened sense of confidence will both prunote and reinforce equitable 
growth. 

?his strategy, and the program it will guide, will enable the GOES to take 
significant strides to w- the eoonanic, social and political problems 
wkich El Salvador currently exprienoes. On the macmeconanic front, we 
envision the formulation of a c~lprehensive. restructuring of the eoonanic 
policy framework that will position the country for sustainable grad31 by the 
mid-1990's. Relatedly, we foresee the active participation of other donors 
(viz., IMF and IBRD) in assisting the OOGS. to mstmchm the eoonany, 
g-te employment and impme health and education services. 

While we do not anticipate that self-sustaining econanic graJth will be - I 

possible during the CD6S period, w do expect the eamany to remain stable and 
the first signs of significant growth to ocmr during the strategy period; 
e.g., inflation will be d u d  to arPYnd 10 percent and annual, GDP growth I 

will be 4-5 per-cent annually. 

We also expect continued economic reinvigoration of the private sector, grcrwth 
in the numbers of mall and medium sized businesses, and the emeryence of a , 

. more efficient public sector. By 1994, private investment will increase from 
the current 11 percent of GDP to 14 percent level, traditional exports (viz., 



coffee) will return to the levels achieved in 1978 and mntraditianal wrts 
will grww by at least 100 percent. The banking sysbm will be restructured to 
facilitate a more efficient flaw of d t  resaurces and to include the 
participation of private enmrise. We also lock for both enhanced 
pruductivity fmn the mall and miamenmrise =abe&ors, and suktantial 
grawth in their rmbers. 

our strategy will also asscure wide distribution of the benefits of the 
e c o d c  impwernent. We believe that our assistance will generate at least 
125,000 productive jabs in both dopnestic and export industries, L-rcluding free 
zones. Most of those jabs will be filled by people frnm disadvantaged 
groups. In addition, at least 32,000 more jobs will be produced in the small 
and microenterprise sectors. An estimated 250,000 snall farmer families will 
realize production and productivity hxwses a d  all lxk a very mhor number 
(3,000-4,000 families) of displaced persons will be reintegrated into the 
society. 

By 1994 approximately 1.2 million elementazy school students will have better 
access to fonnal edumtion as well as benefiting f m  improvements in the 
quality and efficiency of education. Improved preventive health services will 
be available to the rural population resulting in significant declines in 
mlnutrition (15 percent to 13 percent) and infant and child mortality 
(50/1000 tx, 42/1000). 

~ontinuing high population grawth rates (currently 2.5 percent per year) , 
threaten to wipe out m y  of the gains expected during the CCISS period for 
El Salvador, the most densely populated mainland country in the Americas. 
Wucing the popuJ.ation growth rate, and W t a n t  population pressme, dawn 
to a 2.2 percent per year level is one of the Mission's highest priority 
targets. 

The end of the strategy period will also see more effective demcratic 
institutions in place and functioning. Both the 'Legislature and the Judiciary 
will have improved their capability to sewice the populace, and they will 
have impwed their position relative to the Esrecutive, thereby sharing more 
equally in the administration of the nation. 

!lb be sure, by 1994 the process of economic and social -tion will not 
. be complete. However, the synergism of activities in our program will impme 
the stancbrd of liv.ing and the quality of life of significant numbers of 
Salvadorans who heretofore have had only limited access to the benefits of the 
society. Our assistance will afford them an enhanced economic and political 
stake in their society and its democratic system. In the prooess, the 
influence and appeal of the hsuqency will be reduced. It is our judgment, 
that this strategy coincides with, and will contribute to, the broad USG goals 
for El Salvador which include economic grawth with equity, a stable demo~racy 
and peace and security in the region. 



111. DaXCMlC SDWXWWICN AND GlXMH - clbj&zhes: Stabilize Finzwial 
s-, Pramote Ekports. 

Achieving swtahed immxses in real per capita GDE, in the Salvadoran economy 
is essential to i m p w i n g  the material will-being of the Salvadoran people. 
Huwever, an analysis of economic trends since 1984 reveals quite clearly that 
the Salvadoran emnumy has only been able to m g e  average real gruwth of 
about 1 percent annually-in spite of high levels of USG assistanoe. Even 
considering the war, the 3.981-83 world recession, ard the collapse of the 
Central American Cclmmon Market (CACM), it is clear that the postponement of 
key economic adjus-nts, h m e r  massaq, has -ted structural imbalances 
that constrain overall econanic perfonname. 

1. The Exfernal M a r r c #  A deficit in the trade balance that has reached 
the equivalent of 9-10 percent of GDP (conpar& to being roughly in balance 
during the 1970s) l i m i t s  the import capacity, and therefore the grawth 
potential of the economy. Financing this deficit  has required a flaw of USG 
grant assistance and foreign remittances that nm exceed $400 million 
annually. Luw cammodity prices in world markets have contributed t o  the 
problem, but stagnant i n v e s m t  in the coffee sector, the slow pace of 
agricultural export diversification and nontraditioral --regional export 
grcrwth have also been contributing factors to stagnant export gmwth wer the 
past decade. 

2. she Fiscal Idxilame me def $..zit in the mnfinancial public sector has 
reached the equivalent of about 4 percent of GDP. Oentral gwemment revenues 
have fallen frum the equivalent of 13 pement of GDP in 1978 to 12 percent in 
1988. Curmnt egenditures, needed t o  sustain the war effort (which today 
account for 30 percent of GOES total expemlitures) and to  extend social 
services to  the poor, have grown f m  the equivalent of 10 percent of GDP in  
1978 to about 1 4  percent i n  1988. Fiscal sukidies to m r t  current and 
capital expenditure1 in the ut i l i ty ccmpanies and to support a food subsidy 
prugram have risen. 

The fiscal imbalane poses a constraint to  eoonunic growth in  revera1 ways; 
First, financing the deficit place5 pres;ures on the financial system by 
reducing the flexibility of the monelzy authorities in pmgrambg money and 
credit expansion, particularly with mspect to credit expansion to the private 
sector. In 1988, 40 peroent of total banking system credit was allocated t o  
financing the deficit. Fwthennore, future economic perfonname is hampered 
by reduced gwernment expenditures for productive infrastructure. As the 
overall deficit increases, the gwerment is forced t o  sacrifice investment 
expen3itures in favor of maintaining the level of current expenditures. 
Capital expenditures have fallen from the equivalent of 4.4 percent of GDP in 
1978 to 2 percent in 1988. 

The financial system in E l  Salvador is not capable of channeling credit 
efficiently t o  productive uses, nor is it able t o  generate sufficimt 
financial savings t o  finance credit expansion from thc system's awn 
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w. Tile sys:tem is dxmcterized by a regime of negative ;.& 
interest ra~xs, overcentraliz& control of banking operatians, ti\e lack 
of a strong s u p a v i s o k y  and auditing body, and a m i a l  banking 
sector burdew3 with a luw level of managerial and technical skill and 
saddled with pxtfolios clutterd with perhaps 30 percent non-perfow 
assets. ~onsequently, in its cum=nt state, the financial system cannot 
provide the necessary degree of financial intermediation for the 
Salvadoran economy. 

4, I m b a l m  in the PmduCtive Sect~rs lllese imbalances in the 
maameconomy have resulted in a misallocation of resources in both the 
manufacturing and agricultural sectors. Until 1978, El Salvador's 
manufacturing sector was one of the strongest in Central America, 
exporting to the CACM and to emenging atm-regional markets for 
nontraditional manufactwed goods. H~ever, f m  1978 to 1988, the fall 
in danrestic incanes and the 48 pe~rcent contraction in q r t s  to the CArX 
have led to a 21 pement decline im manufacturing output. In spite of a 
32 percent rebound in exports of nmufactured goods to the CAW in 1987 
and some grclwth in extra-regional the manufacturing sector 
remains stagnant, operating at XI estimated 65 percent of capacity. 

Specifically, the imbalances are: 

- The financial sector does not allocate credit efficiently to 
manufactwing activities. There are long delays in obtaining loans, 
periodic shortages of working capital, an absemce of long-term lending, 
and heavy collateral reqluimnents. 

- ?he excharge and trade reg i~~w encourages manufacturing activities that 
are not consistent with the comparative advantage of the country. 

- Inefficient administration of customs and bureaucratic controls wer 
trade, plus other administrative deficiencies, hamper intemction 
between the government and the private sector. 

The most significant impact of the imbalances in the economy has been tke 
fall in agricultural production. Until 1978, El SalvadorDs aq-iculturd 
sector WES the engine of growth for the nation, financing much of the 
development in the pmductive and social sectors. Fram 1960-1978, El 
Salvador's real agricultural growth averaged 4.0 percent per year. Since 
1978, hmever, agricultural output has fallen at a rate of -1.7 percent 
per y=r= 

As is the case in manufacturing, macroeconomic policies have lwered the 
profitability of agriculture. More specifically: an ovenmlued exchange 
rate diminishes the incomes of traditional producers; the tariff 
structure and the quantitative restrictions on imports distort the 
pattern of import prices raising the cost of imported inputs for 
agriculture, such as fertilizer and agro-chemicals; taxes are 
levied on the final products of agriculture instead of on the factors of 
production (coffee, for example, has been taxed in El Salvador in recent 
years at an explicit rate of 30-35 percent, versus 10 percent in 
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Hodmas), and w i t h i n  the agrarian refom sector, especially the large 
Fhase I agrarian reform cuopemtives, a p r  incentive dxmztme as .,ell 
as inadequate management, excessive debt loads, and lack of technical 
assistance, have constrained pruductivity . 
B. Ihe Action Plan 

A program to address the imbalances in the econcany nust be based on 
political and social mities. Cbnsidemtion nrust be given to the 
delicate socid fabric underlying the ecc,ncnny given the high lwels of 
tension and distmst anrong the various elements of the society. The GOES 
must take pains to explain the rationale the reforms and must inspire 
confidence among the general population regarding Salvadoran institutions 
and the orientation of econanic policy. rhe QOm faces 'the ned to 
allocate 1-e amounts of productive resaxces to conthe the war and to 
replace war4maged assets. The gw-t rrtust overcome the reliance on 
non-market, or administrative mechanisms, for the allocation of resources. 
Both the USG and the GOES must m z e  the importance of, and act to 
achieve, a balcmced prcqram of economic reform that takes El Salvador's 
realities into account. 

The importance of both continued USG ecokiic assistance and of policy 
reform for the C E S  period may be assessed through the following 
scenarios: (1) continued ESF assistance for $185 million per year with 
no policy change; (2) continued ESF assistance at $185 million with 
policy reforms implemented by the end of 1989; and (3 ) ,  ESF assistance 
eliminated in 1991 with no policy change. With no policy changes but 
continued USG assistance, haaws wwld fall by 8.4 percent Flaschel. The 
same differences among the three soenarios hold with respect to the 
gw- social budget. The fall wwld be naxh iqer,  19.1 pement, 
if ESF assistance is eliminated in 1991 ard no policy refoms take 
place. In contrast, it would risk by. 6.6 percent if policies are 
ix~@ruved and assistance levels ndintziined. Finally, if the pmpoaxl 
policy changes are made, exports would mre than dauble. The amclusions 
are that policy refom are critical achieving faster e c o d c  and 
export gmwth. Nonetheless, regardl- of the paoe of policy refonn, El 
Salvador will continue to need substantial external aid into the 
mid-1990s if lower inoomes e to be avoided. 

!the Mission is pruposing a phased and carefully balanced program of 
economic refonn. Only through a clear policy direction and apprupria~ly 
timed reforms can such a program be inplemnted. 9Iwoughout the CD6S 
period, the GOES will be encaraged .to continue with the rigoms annual 
economic plans that were so important to achieving the stabilization 
goals in 1987-88. Achieving sustah& economic grawth will require an 
economic adjustment program that will cambine elemerrts of dmmd 
management, i.e. , stabilization, with measures to increase the efficiency 
and productive capacity of the Salvadoran economy. m e  key element for 
stabilization will be a monetary pbgmh that will allaw sufficient 



growth of money and credit to achitwe the annual growth and inflation 
targets. To efficiency and productive capacity, the  mission 
will encourage the GOES to implement the refonn measures dismsxd below. 

Economic refoms will be sought in two relaw and werlapping phases. 
In the first phase, the GOES will be enwuraged to set the stage for a 
liberalization of the exchange and trade regime and begin a multi-year 
program of fiscal and financial sector irnpmement. ?he second phase 
will see a continuation of the fiscal and financial progranr; along w i t h  
concert& efforts to wrove price controls and administrative barriers to 
investment in mufacturing and agriculture. 

1. Setting the Stage: late 1989-1990 %he principal focus of this phase 
will be a refonn of the exchange anrl trade regime to remme the import 
constraint to gruwth and to increase the profitability of the export 
sector. ?he mst fruitful caurse of action would be the adoption of a 
flexible exchange rate regime, the exact design of which will be 
determined through a joint GOES-USAID technical study. 

The policy dialogue with the GOES will press for the implementation of a 
m exchange rate regime late in 1989. However,  a change in the exchange 
rate regime cannot be taken in isolation; several complementzuy measures 
are required to avoid inflating the economy and 1os~;ng the beneficial 
effects of such a change. !the GOES will be encowaged to take the 
measures outlined below. 

- Increase damestic interest rates to increase the denrand for local 
curency denominated assets and remove pressure on the balance of 
payments. This action is also important for improving financial sector 
efficiency, a program that will be,discussed belcw. 

- Eliminate non-tariff import barriers such as quantitative import 
restrictions, prior import deposits and selective consumption taxes 
that save to support an overvalued exchange rate. 

- Impme the revenue performance of the public sector in the short-run 
through an extension of the stamp tax and an im=rease in utility rates 
for water, electricity and port charges. By increasing revenue, the 
public sector deficit will be reduced, along with a cormsponding 
reduction in pressure on the banking system. 

In addition to the refonn of the exchange and trade regimes, the Mission 
will negotiate with the GOES several multi-year programs to improve the 
efficiency of the fiscal and financial sectors. 

- Implement a program to strengthen the financial sector so as to 
increase financial savings and improve the fluw of credit resources to 
the most productive sectors of the economy. Such reforms would 
eventually encampass a broad range of activities, but in 1989-90 will 
embrace adjusting interest rates to positive real levels (a measure 



discussed W e ) ,  stmrqthening bank supexvision by regulatory 
agencies, raising auditing standards rqimd froan financial 
institutions, and enhancing the managmt and credit analysis 
capabilities of financial institutions. 

- Implemmt a pmg-ram .to hcrease plblic sector efficiency by focusing on 
imprwing tax acMmstration Wmqh broadening the tax base, the 
elimination of inefficient taxes, and a mre effective tax oollection 
system. 1989-90 te&n.icdL assistance will be provided to s w  
tax audits, impme custarrs administration and inp?lemmt imprwed 
accoueing in the Ministry of Finance and the Court of m e .  

W o  principal actions are needed to inpmc the p e r f o m  of the 
agricultural sector: first, a reform of IRA, the institute that 
regulates basic grain prices, will be carried a t  to return it to its 
original function as a food stabilization agency; seoond, we will work 
with the G O B  to jointly establish objectives and a time phased 
implementation plan for parcelization, establishment of beneficiary 
rights and self-mgement of Phase I agrarian refonn caperatives. 

2. Fhase T b :  Cbnsolidatim, 1991-1994 Fhase two of the Mission's 
policy reform effort will contain adjustment m a s u s  that are essential 
to the full realization of the e c o d c  benefits stemming fmn the 
reforms begun in the first phase, and will be addressed in o o m m  
with the degree of success achieved in the inplenumtation of the first 
phase. Accomlhgly, the Mission will focus on the caplementary agenda 
sham belaw: 

- The program to strengthen the financial sector will continue with 
activities to further adjust the interest rate regime, establish 
prinrary and secondary markets for financial imstmnmts, impmring the 
solvency of the banks and, in general, impme the ernrirwrment for the 
introduction of private banking. 

- A program to increase plblic sector efficiency will build on the 
activities begun in 1989-90 and focus on more c~~prehensive budget 
prepamtion and execution, controls wer the m t s  of autonarous 
institutions, the application of cost benefit criteria in the selection 
of public sector projects, and a possible revision of the tax axle. 

- The efforts to impme the allocation of pmductive msarmes through 
the elimiilation of price distortions in the econcmy will continue. 
This will include: the elimination of all remaining quantitative 
restrictions on imports and their replacement with tariff equivalents; 
refom of the tariff structure to equalize the tariff rates among 
categories of imports; and, further reduction of the number of 
categories of products subject to prim controls. 



. . - pkaswes to remove the admmstmtive barriers to hxeased h m t  
in the productive sectors by: streamlining bureaucratic p-, 
primlcipally the industrial licensing system; introducing legislation to 
refonn INCAFE, the state cnffee marketing agency, to permit the private 
sale of cnffee; continued pmgmss on parcelization and self-ma~gmt 
in the agrarian reform sector; an3 hplementation of the IRA actions 
begun in 1989-90. 

C. Ma-c Targets for 1994 

~ ~ ~ u r n i n g  continued health in the world economy and continued stability in 
world financial markets, El Salvador, with a judicious adjustment effort, 
could be able to substantially inkrove e o o d c  perfonnance by 1994. 

- Grwwth in real GDP, driven by impmed performme in the coffee sector 
and the gmwing participation of nontraditional wrts, cmld achieve 
4-5 percent annually, conrpared to about 1 percent tcday, implying about 
2 w t  grawth in GDP per capita. 

- With improvements in the financial sector, the annual inflation rate 
could be reduced to about 10 prcent. 

- With revenue improvement and better control over expenditures, the 
deficit of the consolidated nonfinancial public sector could be redud 
to the equivalent of 2 percent of GDP without grant assistance, 
canpared to about 3.7 percent in 1988. 

- me balance of payments could be in equilibriun at a grawth rate much 
higher than it is today. Even with improved export perfonnance, the 
trade deficit would be constant wer the 1989-94 period, equivalent to 
9-10 percent of GDP; however, an improved policy regime would encaurage 
increased inflows of private capital and added external donor 
assistance. 

The allocation of productive reso- will be improved: 

- A reduction in price controls frrnn wer 26 categories today to about 
five relatively n a m  categories; 

- The average loan interest rate will be increased to 6 percent in real 
terms from approximately a negative 5 percent tcday; 

- Private sector investment will increase to the equivalent of 14 
percent of GDP f m  approximtely 11 percent m y ;  

- Gross domestic savings will be increased to the equivalent of 13 
percent of CDP. 



The economic refonn/adjustment pl~cess artlined here will be an mlving 
effort that will span severdl years. It is a very ambitious ag-, and 
one that will take a cancerted, sustained effort on the part of bath the 
GOES d A. I. D. to implemnt. Given the frail nature of the Salvadoran 
d d c y ,  the refonns will be masued and sequential. To do otherwise 
could lead to social and political unrest ithat oould -ten the 
demcmcy, and possibly have a heavy negative short-term inpact with no 
lorlg-term benefits. We recqnize that macmemmnic reform, while 
crucial for ecodc n=cuveq, will in the short run have a negative 
impact on certain sectors of the population (viz., u r " m  poor, rural 
landless) thereby exacerkating the difficulties al-dy cmamtered by 
t h e  9roupc;. 

The Mission and the GOES will assist the poor to deal w i t h  the shock of 
adjustment through its existing prtfolio and the flexibility inherent in 
the local a\rrency prograrmning process. % Mission and the Corn will 
draw on the current inventory of proje;ct interventions to help maintain 
emplayment and incanes and cushion the impact of adjustment on the 
targeted poor during the first year of adjustment. Our dollar portfolio 
currently includes general projects (e.g., the Displaced Fersons, 
Earthqualce Reconstruction, and Rural Electrification) , that will prwide 
short-term employment to unskilled labor in the urhn  and rural areas. 
New activities, such as the $135 hillion Public Services Reconstruction 
pmject slated for initiation late in FY 89, will also generate 
considerable lwels of short-term enplayment. It is calculated that in 
1990 A.I.D. dollar finanoed activities will create 19,000 jobs. 
Apprdmtely 18,000 will be established thmtqh the same mechanisms in 
1991. 

Local cummcy activities for FY 90 include m t e r p a r t  for other donor 
(viz., BID, IE3RD) infrastrucbm progr"arns that have l q e  job creation 
cagmnents such as r-epair of the San S,alvador water and sewer system, 

reconstruction and the oonstruction of rural ruads. They also 
include GOES-USG jointly programmed h-ts for infrastructure in the 
countryside (viz . , the National Plan) and in urban m (viz., housing 
constmction, and street repair). The local ammq funded activities 
will generate approximately 29,000 pekon years of enplayment in both 
1990 and 1991. 

The Mission will be able to adjust its jab creation program to respond 
rapidly to c-es in dislocation once a e  adjustment measures are taken 
and their inpact begins to play out. I f  required, we will expand our 
local aurency infrastructure program to &ate mre employment 
opportunities. Similarly, if needed, we will alter the geographic target 
of such programs should extremely hard hit population pockets be 
identified. 



The Mission's investment in the productive sectors w i l l  also oontribute 
to cushioning the shock of adjustment. The private sector --especially 
those mbsectors which w i l l  benefit -iaWy £rum the e c o d c  
refom--wil l  have fllbstantial dollar and local auremy ESOWO=S 
available for i n v m t  in export  operation^, working capital, 
refinancing, etc. Ihe FY 1990 Qf fee Ikdmology Project w i l l  provide 
credit and ttx3mica.l assklmce to app&M.y 20,000 smll farmers. 
U f i c a t i o n s  to the AgLarian Reform Financing Project w i l l  expand 
beneficiaries to other than non-reform snall and medium-size fanners. 
The new F'ree Zone Development Project w i l l  also offer employment 
opportunities in urban areas. 

CaES and Missior~ efforts t o  assist snall and rnicrcentrepreneurs w i l l  
offer further relief to the poor during the adjustment period. ~n 
addition to the ongoing Small and Miamenterprises Project, q l emen ted  
by significant la-A au;~ency -1: to these enterprises, a I= FY 1990 
project w i l l  focus on mi-trepreneurs and smaller businessmen in urban 
and rural areas. Eloreover, several PVO' s working in this area are being 
supported by USAID and the GOES. 



- objectives: 
Strmgthen the 

Immxse Agricultuml 
Private Sector. 

Agriculture aurently prwides wmxhately 30 percent of the oauntry's 
GDP, 75 pement of its earn& fo~ign excbqe arrd 50 peroent of its 
enplayment. Foreign exchange earned by traditional agricultwal exports 
finanaed nu& of El Salvador's early e d c  developnent ar~3 social 
werhead capital. Taxes paid on coffee, the oaurtry's prinrary 
agricultural cmmdty, constitute a major source of public revenues; and 
in rural areas where wer half of the poplation lives, agriculture is 
often the only source of h a m e  and subsistence for many residents. 

El Salvador's agricultural sector is characterized by three major 
cmmdiity groups: traditional aport aqxs ,  basic grains and livestock, 
and non-traditional agricultural q r t s  (MXE's) . 
Traditional export crops (cotton, sugar cane and aoffee) a m t  for 55 
percent of the value of of the agricultural sector. In recent 
years, however, the production of all traditional export crops has 
declined. Cotton production in El SalGador pdced in 1978 after almost 
three decades of steady growth. Since then, as a result of high costs 
which have mde it u n e c o ~ c a l .  to produce, it has fallen steadily and no 
longer supplies wen d d c  requirements. Cottonvs decline has left 
wer 50,000 hectares of fonner cotton land, most of it in the fertile 
coastal plain, available for other amps. About 15,000 hectares have 
been oonverted to sugar cane since 1978, while a rmch smaller area has 
been planted in diversified crop, primarily sesame and melons. 

Although sugar cane has replaced cotton in many m, much of this 
increase was fueled by higher thah world price sales made under the U.S. 
sugar quota. With recent reductions in the quota, declining d d  and 
strong capetition fmn high fru- sweeteners, £mther reduction of 
sugar cane production in El Sdlvador is likely. As with cotton, sugar 
has a limited future in El Salvador. 

With the decline of oattan and s w p r  cane, the traditional export sector 
is increasingly a monoculture based on ooffee. Ooffee is a Salvadoran 
institution and now accounts for a l e  all the value of tqditional 
agricultural export production. It is produaed on 170,300 hedams by 
some 40,000 farmers, most of whan own less than five hectares each. 
Mower, seasonal harvest labor prwides the only cash incane available 
to an estimated 600,000 Salvadorans in rural arcxm when production levels 
are high; but coffee production has been declining in El Salvador since 
1980. After slowly rising to a level of production of approximately 4.3 
million hundredweight in 1979-80, production has steadily declined by 

. wer 65 percent to appmxhately 1.5 million hundmdweight in 1988, 
lwels lower than the early 1960's. Ihe reduction translates into s loss 
of 6.6 million person days of labor h e  equivalent of US$ 26 million 1st 
in harvest wages alone. 



~ o o d  crups, basic grains and livestock, account for 35 percent of the 
value of the agricultural sector's output and 2ruvi.de food for domestic 
constmption. They are pmduced primarily by small and medium size 
farmers using l w  levels of technology on landholdings with generally 
poor resauroe bases. Basic grains (oorn, beans, riae and soqhum) 
constitute more than 55 percent of the average Salvadoran daily diet, and 
their production supplies subsistence and occasionaJ. cash earnings to 
appmximately 250,000 farm families. 

 on-traditional agricultural export production accounts for 10 pement of 
the value of sector atput and is increasing, but currently the 
production of NIRE1s in El Salvador is best characterized as an I1 infant 
irdustry. l1 Like many other mtml m i c a n  mtries ,  El Salvador is 
seamhhg for the right ambination of pruducts, technology and market 
opportunity. Aquaculture, fruits and vegetables, as well as processed 
and s;>ecialty craps, hold potential for reducing dependence on coffee and 
expanding the agricultural sector's contribution to the economy. 

El Salvador historically suffered one of the most inequitable land 
distributior~; in the Western Hemisphere. As the pressure for change grew 
during the 19701s, access to land was recognized as a critical constraint 
to social, e c o d c  and political progress. One of the first, and 
perhaps the most contruversial, actions of the new gwernmnt in 1979 was 
the sweeping agrarian reform. The agrarian reform has redistributed 
about 25 percent of the fannland i r ~  El Salvador to f o m  rural laborers, 
renters and sharecroppers. 

Fhase 1 was begun in 1980 and affected 469 properties belonging to 
landhcldings greater than 500 hectares. It has redistributed 220,000 
hectares to wer 30,000 farm families (an average 7.3 hectares per 
family). Fhase 111 of the land transfer process was begun in 1981 and 
has titled almost 100,000 hectares to over 45,000 families (an average of 
1.8 hectares per family) . 
Phase I11 beneficiaries have responded well to secure tenure by improving 
and conserving their limited land resources, as well as increasing and 
diversifying production. They currently produce about one-fourth of El 
Salvadorls basic'grain production. Fhase I cooperatives have been less 
successful in achieving agricultural prodtiction, diversification and 
income goals. In many cases, production and employment on the 
cooperatives has fallen, and although the GOES has incurred high costs in 
providing management, technical and credit assistance to the 
cooperatives, family incame is only slightly better than that of Phase 
I11 beneficiary families, despite having an average of three times as 
much, am3 better, land. Fanning under a system of individual ownership 
and decision making, as in Phase 111, appears to provide superior 
identification with the land and incentives to produce, than does the 
system of collective clwnership and lgwemmentt directed decision making of 
mse I. 



1. Socidl Oorrstraints file violence associated with auTent Salvadoran 
political and social unrest haeases the risk and uncertainty of all 
production, and decreases the propensity to invest, especially in new and 
unpruven activities. An hsecu.m investmefit climate makes it all the 
more important that other constraints be identified and minimized. 

a) EX-e Rate - The wervalued exchange mte negatively impacts 
the en& agricultural sector. It makes El Salvador a relatively high 
cost ecocany in dollar terms and reduoes the inwmes of aport 
agriarltutalists. Ihe impact on subs- p- is even worse, 
however, because they do not have the luxury of being able to reduae 
production as do their colleagues with lqer holdings. It has been 
estimated that just the wemalued e x m e  rate alone directly reduces 
the im=omes of traditional corn produoers by 18 percent. 

b) Commodity Pricing - Currently, consumer prices for a wide variety 
of agricultural cammoditis, especially the oamnodities pruduoed by mall 
farmers (basic grains, milk, etc.) , are set by the GOES. Under this 
system of government controlled prices, incentives to pruduce, as well as 
subsequent producer inaoanes, have decreased dramatically shoe 3.978. A 
recently concluded study CdLculates that fmn 1967-69 to 1977-79, real 
agricultural prices of all c m p s  hcmased 5.2 p e ~ ~ ~ l t  per year, but wer 
the follawing ten years, real producer prices for all craps decreased by 
10 percent per mum. Without an adjustment in prim policy *ich 
&ts producezs to capture the value of their prduction, agricultural 
recweq will be delayed and difficult, if not impossible. 

c) Qffee Tax - El Salvador's coffee tax policy constitutes another 
distortion of agricultural pricing. In 1987, cunbined direct and . . u&rect taxes, as well as losses i m p t e d  by the wervalued exchange 
rate, w e r e  equivalent to a 67 percent tax on coffee producers. As a 
result, Salvadoran cof fee produoers have been deferring investment for 
almost eight years with concanitant reductions in ooffee pruductim. It 
is estimated that for every 1 percent reduction in wffee prpduction, 
132,000 person days of direct labor and the equivalent of one half 
million dollars in rural wages are lost (in hawesting alone). This cut 
in enplayment and wages is taken by the poorest of El Salvador's rural 
residents, either subsistenoe farmers who depend upon ooffee harvest 
employment for off-season cash incoPlres, or landless persons who have few, 
if any, other sources of wages. 

d) GOES Parastatals - GOES parastatals control the marketing, and to 
an extent, the pra3xAion @ processing of coffee, sugar cane and basic 
grains. Mismanaged and expensive to maintain, the parastatals have been 
a drain c3n the GOES resouroes without benefiting agricultural marketing. 
Instead, they distort resoume allocations to the agricultural sector and 
reduce its domestic and international carpetitiveness by restricting the 
flexibility of producers, processors and marketers. 



3. on the  actors of Pm%xtion. After almost eight years 
of uncertainty and restrained public and private inveslment, El 
Blvador's technology stock has been depleted. The demise, w i t h o u t  
replacement, of major traditional agricultural export industries (cotton 
and sugar) ; the slaw graJth of non-traditional agricultural acprts; axl 
the sluw rate of divexsification by traditional farmers indicate the 
pervasiveness of the problem. 

~ormer cotton producers have left large tracts of land idle because they 
do not )axrw what alternative crops to produce or huw to produce them. 
Many sugar cane producers will soon face the same question. The idling 
of this land has denied thousam% of rural laborers a traditional source 
of income. Non-traditional agricultural exports require technical 
knowledge for proper crop selection, production using 3rrigation, proper 
processing of the product and preparation and packaging. The production 
of ltfanned" aquatic species (shrimp, prawns, fish, etc. ) is a 
technologically sophisticated activity with potential in El Salvador, but 
in order to capitalize on the natural ccnnparative advantages found in the 
country Is water and estuarine resources, advanced production tedumlogy 
must be available to those willing to invest. Adequate aquacultural 
technology does not exist within the country yet and there are currently 
no institutions which appear capable of generating it. 

Technological constraints in marketing and transportation hinder the 
development of NI'AE1s in El Salvador. Export marketing and 
transportation, especially of perishable, high value NTAE's, require a 
more responsive information system than the one used for marketing the 
country's traditional sports. El Salvador's agricultural credit 
delivery system also constrains development. For small farmrs, the 
system is sometimes too qlicated, and for all producers, credit 
delivery is untimely and inadequate to respond to agricultural's seasonal 
demands. 

A final constraint is the issue of haw long El Salvador's resaurce base, 
under cumat intensive use and limited management, can sustain 
agricultural production. Recent estimates are that forests wver only 9 
percent of the nation (ccanpared with a regional average of 41 percent) . 
Although the depletion of El Salvador's rich but fragile natural resource 
base has been longstanding; it has intensified due to the conflict. 

Etivimnmental studies of El Salvador have identified some specific 
constraints to adequate protection and management of the country's 
natural resources: poor policy formulation, lack of regulatory 
enforcement, a lack of interagency coordination and inadequate 
institutional capability. Coastal and wrine resources with the 
potential for aquacultural development are currently inappropriately 
protected. Environmental contamination in El Salvador is pervasive and 
unchecked. Chemical and pesticide use rn-eatens the safety of 
El Salvador's citizens and its potential as an agricultural exporter. 
Continued environmental neglect has the potential to deprive agriculture 
of its very base and future. 



T h e  ccsnbined impact of these constmints has been a 29 peroent ~xductian 
in the per capita agricultural production s h  the late 1970's. 

I h e F t u r a l D e v e l ~ t p r u g r a m s t r a t e g y i s ~ t c k J a r d v a r i ~ ~ ~  
producer groups, as well as fann wage labom: 

- The 250,000 small and subsistence fann families who produce rice, 
corn, beans and sorghum; 

- Approximately 10,000 families, many of them participants in Fbase I 
and Phase I11 agrarian refom programs, who 2ure patential new 
prPducers of non-traditional agricultural products for aport; 

- The 28,000 farmers who produoe ncm-traditional agricultural 
products, but who lack adequate 'kncwledge of, or good contacts with 
export rmrkets; 

- Some 40,000 small coffee produoers, most of whom own less than 5 
hectares each, and the 600,000 farm wage labonzts employed primarily 
in the harvesting of coffee. 

fie objective of our agricultural strategy is to hcrease, via enhanced 
productivity and pmduction, the inoomes of the rural poor and increase 
the agricultural sector's foreign exchange contribution to the econany. 
Ne will pursue this objective through a ambination of policy dialogue 
and program level intementions. m e  dialogue will facus m the cluster 
of policy issues that constrain pmduction. The pmgmm interJention 
will focus on the technical constraints to impme agricultural artput. 

1. EbPicy Dialogue. The policy questions which mst serirrusly affect 
the agricultural sector are whnge rate, prioe aontrols, a f  fee tax and 
parastatals. All fax rank high on the Mission's policy agenda and will 
be the subject of policy discussions from the artset of the C D S  period. 
The exchange rate is the 'lprinus inter paresm of policy matters and it 
will d v e  particular attention, highlighting the ESF pr~gram agenda at 
the earliest possible date. !the benefits of a devalW oolon are 
multiple and will i m p a c t  on all secgmts of the agricultural sector, 
notably the landless and small farmsrs. For the exporter, an exchange 
rate adjustment will @me the cmpetitive position of Salvadoran 
ccsmnodities in the international market plaoe. This in turn, will 
stimulate prcduction and create jobs that can be taken by the 
poor. A devaluation will also prwvide relief for basic grain producers - 
the small farmers. 

The Mission will employ the P.L. 480 program as the principal lever to . address the price ceiling on agricultural ccmmdities, especially basic 
grains and dairy products. 'Ihey wiW be included among the self-help 
meafllres in the FY 1390 P.L. 480 agreement. The elimination of ceilings 
will stimulate production and impact directly and significantly on the 
countryls small fanners. 



The coffee tax and the excessive involvonent of the Govemmumt in 
connmodity marketing via the pamstatals will also be the subject of ESF 
policy dialogue early (first cr second year) in the QlSS period. 
Concerning the tax, our position will be to have it reduced to less 
onerous levels. Without doubt, a significant reduction would stimulate 
production -. On balance, a lower tax rate aver a higher volume 
of production would probably yield a net increase in revenues for the 
Government. 

The most important of the parastatals is a e  ~ational Coffee Institute 
(INCAFE). The Mission believes that the public sector should and must 
play a key role in coffee marketing - but not the all exonpassing role 
exexcised currently by INCAFE. Ammdhgly, we will encourage the GOES 
to focus on policy formlation and monitoring of coffee transactions, 
i.e., coffee sales, repatriation of fur& and qliance with 
international agreamts. Sin'niltaneously, we will seek GOES acceptance 
of private sector participation in marketing. A second parastatal whose 
role will be reviewed is the Food Price Regulation Institute (IlW). We 
will encourage the GOES to alter the function of IRA from the current 
@Ifood subsidy irrq?lemntorw to a more narrowly defined role which will 
focus on assuring that there a-e no major fluctuations in food prices and 
on insuring that adequate meqency food stocks exists. 

2. Program -rt. Our progr-am support will be directed at, in the 
main, the country@s 250,000 small farm families - agricultural reform 
beneficiaries and others. (Xlr assistance will be geared to help these 
grawers increase their inccsnes by diversifying their pmduction regime 
through the addition of export ocamnodities to the traditional basic grain 
inventory while simultaneously addressing basic grain pmduction 
constraints. 

Diversification via non-traditional agricultural export development in El 
Salvador is as risky as it is necessary. New activities are by mture 
confronted with technological constraints, and they will not normally be 
undertaken by those who cannot afford to risk their investment and 
production capital. The Missions Is strategy will be to assist 
agribusinesses - processing and marketing f i m  -- wermne 
technological constraints and link these agribusinesses witr"l small. i'm 
and cooperative producers. Although the target qmup for these 
act-.iv%t ies will b snm.11 faPmrsi LTSFID will 1- 2pibllSiness investors 
as implementers of the strategy. These implementers will pass on credit, 
technical assistance, plant materials and market information to small 
farnlers who, in addition to their basic grains vill be able to plant 
off-season, high value crops for sale and export. The benefits deriving 
f m  these agribusinesses are expected to multiply quickly as grawing 
export sales increase the demand for raw product. This will generate 
o,!lc!;--!t i!? p-ai.. 9 -- ar.4 =F+! cppTtl~!ities fcr ~ 2 1 l  +s 

a supply production. 

This approach recognizes that agribusinesses are innovators and diffusers 
of technolq and that small producers of basic grains are constrained by 
the limited, rainy season crops they have traditionally produced. It 
utilizes those who have vested interests in assured quantities of Itmarket 
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quality1' production to transfer technology which will hcmae the 
intensity with which the small f- user; his land and labor. It will 
improve e c o d c  wrtunities for farmers who have traditionally 
produced for subsistence, enter* the market only when a surplus 
resulted. With new markets and technical assistance provided by the 
prmssa~s mar- of non-tmditiiandl agricultural export craps, 
subsistence farmers can fully utilize their land ard family labor 
resmmes and earn important new cash inocmes. In this manner, 
agribusinesses will prwide irnoCme qprtunities to those otherwise 
unable or less willing to invest in risky ven-. 

We will continue and expam2 our w r t  to the coffee sec*r. lhis will 
include sustaining our irnrolvepnent with Salvadoran Coffe Research 
Institute (L9IC) to enhance production t h m q h  better plant material and 
improved disease control. Moreuver, once the policy adjustments are 
undertaken we will launch a new endeavor, via a private sector cmffee 
pmducer group or axperative federation, to impme pniimtion. This 
effort, in addition to institution building will focus ton such activities 
as rehabilitation of plantings, intmduction of new, high yielding and 
disease resistent varieties, plant protection and cultural practices. 
The direct beneficiaries of this effort will be the camtry's 40,000 
coffee growers, the majority of wham are -11 fanners with holdings of 
less than 5 hectares. 

The USAID agricultural strategy will oontinue to pmvide svgpr t  to 
programs directed at small farmers, which are being hplellen- by the 
Ministry of Agriculture and other donors such as IDB, FAO, IICA, and 
IFAD. Our support to these activities in 1988 amounbd to wer $24 
million generated by the P.L. 480 Tittle I program, ad it is 6xpeckd 
that similar lwels will be maintained during the = planning period. 
Small farmer programs, currently sqported by USAID, cmist of the 
dwelopment of new varieties of basic grains, certified seed production 
(corn and beans), agricultural restar& in fertilizer use and soil 
erosion c,"ntrol, mall animal pmduction for small farmers, and on fann . 
storage for basic grains. Our ccwnterpr t  fundhq i s  also financing the 
decentralization of the Ministry's extensi.c-n servL;es and the creation of 
camunity lwel extension agencies to better 2:me the small fanner. 
lhmugh the local currency pmgmw, (P.L. 483) we are also funding the 
rehabilitation of a major irrigation district and the establishment of a 
water users association to continue its mamgemt. Finally, local 
cu~ency P. L. 480 counterpart to a major IDB irrigation project is 
providing 3000 - 5000 small basic grains farmers with the means to 
diversify and increase their incomes. This type and level of support 
will continue through the CD6S period. 

We %ill sustaiii, via trah$.ng and ix;n-pmject f i n a r i i ~ l  sBzpprt, c;r 
. assistance to the Ministry of Agriculture to imprwe its data collection 

and natural resource management capability. 



Natural resoume depletion and the lack of adequate resauroe m g m t  
LEIS noted as a significant constraint to sustainable agricul- 
pmduction, and although the Mission is addressing saane corn, mre 
will k done. 

 ind dings n=mmmdations in ths "Biological Diversity Annex to the 
FY 88/89 Action Plan1' and "Natural Resaurce Managenmt in El Salvador: A 
strategy for USAID1' reccnmnend increased s~rpport to international and 
domestic NGO's that implement resourCe management and consemation 
programs within El Salvador. Tho local NGO ' s have been identified and a 
coalition of environmental interests is being formed and funded by a 
local civic organization. The Mission will work closely with these groups 
to develop a long temr strategy and then to help finance specific 
interventions. 

The Mission s y ~ ~ r t s  the A. I.D. regional ~~turdl raames strategy and 
will continue to support specific regional projects with relevance to 
El Salvador's environmental situation: finmood, integrated pest 
management and reforestation projects. All agricultural projects begun 
within the C B S  period will have inherent, but aplicit, resourc=e 
managment cmponents. These caponents will be defined by fur ther  
studies and implemented as project activities. Within agricultural 
p m j e ,  soil, water and forest resource mgement activities will 
receive particular attention. 

In addition, if security concerns p d t ,  the Mission will design and 
implement a natural rezames project which addresses deforestation and 
soil erosion problems. 

The strategy will, as discussed above, assist hundreds of thousands of 
small farmers to im=rease their production of basic grain crops, 
non-traditional agricultural products and coffee. A substantial 
impruveme.nt in the incame of basic grains farmers can be made f m  even a 
slight diversification in production. The difference in annual income of 
farmers grawing only basic grains and farmers growing basic grains plus 
some additional cash crop is striking. Basic grains fanners earn an 
equivalent of $424 per year; those grawblg p i n  and another crop earn 
the equivalent of $788 annually. The suggested policy changes in 
exchange rate, price controls and producer incentives, along with 
continued provision of credits, technical assistance, and extension 
services under the ongoing IDB program, should increase the incame 
earning potential of basic grains farmers by 48 percent and coffee 
farmers by 43 percent. Over the C E S  period, we anticipate that 
non-traditional agricultural q r t s  should grow by an estimated 25 
percent annually. This will provide increased income opportunities for 
another 44,000 farmers who join the ranks of KI?AE producers bringing the 
total to 72,000. Also, 40,000 coffee farmers will increase their hcmes 
as a result of an annual average increase of 5 percent to 6 percent in 
coffee exports. 



In addition to increasing pmduction and gaining IIEW markets for  mir 
craps, more than 30,000 mnbers of agrarian reform m e r a t i v e s  urxler 
Ehase I w i l l  be able to determine for  thenselves what forms of pmduction 
and management they l i s h  to use in cpemting their coqp2ratives. Many 
ooqerative m n b ~ ~  w i l l  be given the option of uwnhg their awn land, 
rather than continuing to work land on a oamnnral bas.b. 9'he result of 
these changes s h a d  be an bgmwmmt in pmduction . ' L e m l s  and iname, 
such as that already seen on the  priMtely mmd and operated Fhase I11 
agrarian reform land. 

It should be noted that the policy changes and  lolo logic dl impruv-ts 
related to  the coffee irrdustry w i l l  result in hcresed production and as 
a direct result, in more enplayment for sane 600,000 wrkers i n  
the ccffee harvest. Ebr many of these people, theh earnings f m  
picking coffee are the only cash inoame that they retsive. 

- The role of IRA tiill be gradually reduced and redefined. IRA'S role, 
by the end of the CE6S period, w i l l  be primarily to insure that 
adequate mexyenc=y foo3 rcsemes exist, to avoid major fluctuations 
in commodity pricxs. It w i l l  no loryer implement a broad-gaged food 
subsidy Program* 

- The role of INCAIZ w i l l  be modified. 1nte.rnational coffee marketing 
w i l l  be liberalized allming private firms to canpete w i t h  INCAF'E. 
The GO= w i l l  continue to regulate repatriation of foreign exchange 
and register sales contracts. 

- The dim& export tax on mifee w i l l  be gradually reduced and 
replaced by a tiuc: which does not penalize production. 

- Increase the value of non-traditional agricultural wrts by an 
avamge 25 percent per year wer the 5 year CD6S period. 

- 72,000 snall f m m  w i l l  derive higher hams fmn  the imxlease in 
NTAE as a r e s u l t  of hcmased pmduction incentives, better marketing 
opportunities and technological inprovemrits i n  production techniques. 

- Processing and export firms provide technical assistance t o  small 
producers, including agrarian reform land holders and cooperatives. 

- A = ~ r n u i ~ t ~ l y  20,01n0 .w-11 mffee producers k-wfit frcun techmlqy 
transfer frum public and private sector institutions. 

- 40,000 coffee farnras and sane 600,000 farm laborers w i l l  benefit 
f m  increased pra1uction resulting from policy changes. 



50,000 basic grains producers will receive credit ard extension 
sewices. 

Accelerated loan application prooessing for MlE projects thmugh 
improved training of financial sector employees. 

Passage of agrarian refonn beneficiary rights and responsibilities 
legislation which permits reorganization of cooperatives in a manner 
consistent with efficient production and, ard allaws 
self-determination of the beneficiaries as contrasted with the 
gwermnent-imposed management and communal awnership pattern in foroe 
at present. 

All phase I m t i v e s  meeting the criteria for self-manag- by 
1994. 

Seventy-five amperatives divided and distributed as individual 
parcels by 1994. 

A voluntary land bank organized and operating in a self-sustaining 
manner. 

A GOES natural resources managemer.t plan will be developed. 

An explicit natural resaurce canponent will be included in every 
agricultural project. 

The Mission will prwide assistance to international and domestic 
non-gwemmntal organizations in the implementation of erwirommtal 
and natural sesauroe management activities. 

The Mission will design and implement a specific natural mswmes 
project, which addresses deforestation and soil erosion problems, if 
security conditions permit. 



V, rn m GWXJM - O Z r j d v e s :  Strengthen the Private Secbr, - Exports 

By 1983, it had clear that hcmased private sector activity was 
essential to rwerse the eoOnanic slide which in 1980. 
Accomly, the USG and GOES formulated an econanic recovery plan w h i c h  
was based on the private sector's historical performance and a belief 
that an expanded private sector which involved small producers, 
microentrepreneurs, and businessmen from all socioeconanic levels caild 
becanre an effective vehicle for distrhting the benefits of grwwth in a 
mom equitable fashion. A strencJthened private sector wmld create 
pmductive, sustainable jcbs and pexmit eoonanic a-~lent thmqhart 
the society for a greater rnnnber of Salvadorans. In addition, a 
stmqthened private sector wmld generate menue which the 
public sector could cam thrcugh taxatio= the provision of 
essential social services. 

It was also evident that El Salvador wuld no longer depend on a mix of 
nontraditional exports to the CACM and traditional exports to 
m-regional markets as the basis for its foreign e x w e  earnings. 
At the close of 1983, q r t s  to the CACM had declined to $164 million 
frum $283 million in 1978 and would canthe to decline to a low of $91 
million in 1986. Exports of Cattan wWld eventually drop to a fraction 
of t4e $98 million figure registered in 1978. Sugar and coffee 
production were a d v d y  affected by state control of prooessing and 
marketing and a fall in world prim. 

The response to these challenges ms a strategy to: (1) praote the 
production and marketing of nontraditional aqmrts; (2) bmaden 
participation in the econany by assisting the increasing number of small 
and microenterprises; (3) sfmaythen the institutional base of both the 
private and public sectors; and (4) forge a better, working relationship 
between the public and priMte sectos. 

An initial m e  in implemnting the strategy was to develop an 
institutional mechanism to channel assistance to the private sector, the 
Sdlvadoran Foundation for Social and Econanic Develapnent (FUSADES). The 
Faudation enbarked on a program to upgmde the capabilities of private 
sector entities, enhance private sector productivity, capitalize on 
nrarket opportunities, and improve the policy environment in which private 
enterprise must operate. For exanple, the Association Strengthening 
Prugram (FOHTAS) has pravided m i c a 1  assistance and training to 
business associations on export promation and investment. The Export and 
Investment Pramotion Program (PRIDEX) and the Agricultural 
Diversification Program (DEVAGRO) have furnished technical expertise to 
individual firms on a range of matters especially related to 
nontraditional export markets. 'me Export ~nvestment (FIDEX) 
finances the production of nontraditional agricultural and industrial 



products destined for  extra-regional markets. The Foundation has also 
worked w i t h  the plblic sector to improve the m t s y ' s  e c o d c  aJld 
social policy framework. Passage of the 1986 mrt Pramutj.an Taw, and 
appruval of the 1988 Foreign Investment Guarantee Law are, in large part, 
a d t  of joint  private-phlic sector effor ts  in which FUSADB played 
an active role. 

A s  a oomp1ement t o  private sector institutional developmt,  assistance 
to the  Ministry of Foreign Trade (MICE) has helped it to define its role 
in support of the  private sector in export and investment p d o n  and 
to create mechanisms, such as the CENIWX a one-stop exprt/import 
center, to  fac i l i t a te  export . ?he creation of a high level, joint  
plblic sector-private sector advisory carranittee on i n v e s b m t  and aport 
developmnt (mDEXI) has served to amelioriate soprre of the canstraints t o  
productivity and exports and has also provided a forum for  constructive 
dialogue between the  public and private sectors. 

Through PRC)PlNL, the small business division of FUSADES, and through 
F E D E O I T Q ,  a public sector ent i ty  which specializes in credit for  the 
small prducers, credit, technical assistance and training has been 
prwided to significant numbers of small and micro-entrepreneurs. 
Camplementary act ivi t ies ,  such as technical assistance provided by IESC 
volunteers and support t o  the Salvadoran Junior Achievement Program have 
rounded out the  joint  USAID-host country program fo r  aiding small and 
micro-enterprise. A l l  of these effor ts  attenp?t to broaden participation 
i n  the benefits of graJth and pravide resources to groups that, 
historically, had received little assistance. 

Financial resaurces were  also needed to  convert impmved ins t i tut iornl  
capability into haeases in  prduction and productivity. The strategy 
has included credit f m  local currency resoun=es for  investments in: 
coffee production, industrial reactivation, nontraditional export 
development, small enterprise development, and eastern region 
reactivation. 

Policy dialogue with the GOES has also produced sane important private 
sector policy changes, such as free zone regulations and export prumotion 
and investment laws. 

1. nhe --- War. The war is the  single greatest obstacle t o  the gruwth of 
foreign investment and t o  stemming capital flight. 

2. Iblicy . .- . . . -- Envi-rammt - . The over-valued exchange rate is a disadvantage 
t o  penetrating overseas markets. Price controls on agricultural 
cormnodities serve as a dishcemtive t o  increasing prduction. Credit 
rationing and clrmbersame foreiyn exchange allocation procedures inhibit 
investment, as does interest  ra te  manipulation and excessive state 
involvement (e .g . ,  coffee marketing, financial intermediation) i n  the 
conduct of the economy. 



3. Inakqate Fhamidl  Inkmdatim. !the nationalized banking system 
is unable to service investor needs dur? to w i z a t i o n ,  
inefficiency, poor management, absence of log-- lendirrg, heavy 
collateral , law capital resenres and illiquidity. The net 
result is t h a v -  - by private entexprise to 
dimlate pruduction and pmductivity hmxases a m  either in short 
supply or are made available in an untimely fashion. The cummt GOES 
policy of not allawing captition frun the priMte sector in banking 
only serves to intensify the problem. 

4. Institutional Inefficiemies. Private sector entities, of all sizes, 
lack sound organization, management, financial and infonnation systems. 
W e  there is a high level of professionalism and skill at the senior 
manag- level in many large Salrmbran Ixlsinesses, only a limited 
number of ccanpanies are experiaced in production and marketing of 
mn-traditional qmrts. 

The Mission's strategy for private sector development, not including 
agricultural sector activities wvered in that section of the CES, is 
targeted tmard assisting the firms and bus- involved in the 
pruduction and marketing of both products for doanestic consumption and 
non-traditional exports, encouraging a broader participation in the 
econcany by small and micmenterprises, and slmm$hening public and 
privdte institutions which support the private sector. 

The small and micro- enterprise subsector is made up of sane 81,000 
businesses which employ wer 170,000 persons. Almost 80 percent of the 
operators or employees of these businesses are wanen. Half of these 
operations are located in the capital, and only 18 m t  are outside of 
urban areas. 

The export subsector pmgrzn~ will prwide expaxied opportunities in 
production and assembly for some 75,000 additio~l skilled and 
semi-skilled workers as well as managers and supewisors. In this 
context, an additional 70,000 square meters of factory space is planned 
for the expansion of free trade zones. 

Credit lines for private enterprise financed from host-amtry owned 
local currency generations are targeted to assist larye, medium and small 
business and will be used principally for production and employment in 
industry, agroirrdustry and construction. About 75 percent of the 
anticipated employment resulting from the use of local currency credit 
lines will go to urban workers and 30 pemmt to rural job-seekers. 
Wm will benefit slightly more than men frum the employment 
opportunities created by the credit lines in a proportion of about 60-65 

. percent Warnen to 35-40 percent men. 



The strategy formulatd in the early 1980 * s to s m e n  the priMte 
sector will take time before showing maximum resailts. Acmrdhqly, for 
the C E S  period we will continue to enphasize b a z s e d  private sector 
and public sector efficiency, aport and investment pramtion, and 
m e d  participation of small and micro- enterprise. 5b this program, 
we will add an effort to reform the financial sector as a major step 
tuward broad-based gmwth. Finally, we will identify other private 
sector institutions to cc~mplement the efforts of FUSADES and will broaden 
the gecgraphic coverage of our help to the private sector. 

1. - 1  Sector Efficiency. 'Ihe darninant theme of our strateSy on 
~ublic sector efficiency will be to alter the role of public 
'organizations in the coCOnduct of the econcnny. The obje&ive is to have 
the public sector assume a "policy setter, facilitator and monito~' role 
wkile delegating hplementation of productive activities to private 
enterprise. To this end, we will work closely with the Ministry of 
Foreign Trade (MICE) to develop regulations to further enhance private 
i n v m t  and to continue to streamline pmcedures for export by the 
private sector. As will be discussed belaw, we will assist the BCIR in 
restructuring the financial sector to provide for me efficiency in the 
banking system. Finally as noted in the previous sector on Agricultural 
l?mduction, we will allocate resources to address, thruugh a 
restructwjng of roles, the disincentives to agricultural production that 
are generated by the state controlled coffee (INCAFE) and basic grains 
and dairy products (IRA) marketing organizations. 

2.  Export and linrestmerrt Pmmution, Successful implementation of the 
financial inmiation -nent of our strategy (described below) will 
stimulate investmnt. FUSADES has developed a five year strategy for 
export and investment prrrmotion which includes targets for gruwth in 
export earnings, new investment and employment generation. It is 
anticipated that the new Free Zone Developent project will have a 
significant impact on all three areas. With the dwelopnent of private 
free zones and the recent A.1.D.-funded qgmding of the state-run San 
Bartolo Free Zone, the public and private sectors will mopemte to 
irx=rease promotion of foreign inv-t, particula-ly production sharing 
arrangements where the capital investment of the foreign investor is low, 
and risk is, therefore, perceived to be manageable, 

As discussed in Section N, such current and future efforts as technolqy 
to impme productivity, enhanced managerial capability to producers, and 
the linkage of growers to agro-industries with export market ties which 
are aimed at assisting agriculture diversification and nontraditional 
production and export will be expanded. These efforts will be 
coordinated with the export and investment promotion activities mentioned 
above. 



3. small axd M i c r r ,  M ~ .  'nle Mission has pmidsd 
substantial support to the small enlxqxise sector through the credit and 
technical assistance prugrams of ~~ ard We recagnize 
that this assistance has gone primarily to csbblished small enterprises 
and particularly to the elemmts of the sector at the end of the 
strata; and in the case of WPEMI the support has been limited to 
grea* San Salvador. Our support for broad-based develqmmt will 
evolve by develapirq new projects to inc=rease the universe of a 1  a d  
micm-mtmpmneurs participating in our progranrs by reaching down 
further into these entrepreneurial mbwicbrs. Sbmltaneasly, the 
prograrrrs of PLiOPEMI and other private secbr entities will be exprdd to 
urban centers outside of San Salvador. PROPEZ4I will be emamaged to 
establish satellite efforts in key regional cities (e-g., Sonsmate and 
Santa AM). Technical assistance will be provided to -m to 
decentralize its operations, reduce fidmbktmtive costs, and deliver 
credit mre efficiently to the rival small and mi-. As 
part of our effort to broaden the institutional delivery base, we will 
enlist the support of WO's to provide technical assistance to the snrall 
and micro- enterprise sector. 

Lrocal currency credit lines, includiy one for small and micro- 
enterprise will be continued. Finally, as part of our financial sector 
refonn initiative, discussed belaw, we will engage the GOES in a dialogue 
to open a rediscaunt facility to any register& fLnamial institution, 
plblic or private, to enable greater participation of lenders and the 
more efficient delivery of credit to more members of the small and micro- 
enterprise sector. 

4. F k m 5 a . l  Sector Wa~m. It is generally zwognized that the banking 
system cannot adequately service the nseds of the priMte sector. 
m e s  in policy and in the legal arrd regulatory framwrk a .  mquimd 
in order to prurnote the conpetition am3 efficiency needed to inpruve 
savings mobilization and the allocation and delivery of -it. In 
addition, the BCR must dwqe its fmus f m  -ial banking to the 
fonrrulation of monetazy policy. Other refornr; such as those on interest 
rates and e x w e  rate adjustments, described in Section I11 nust also 
be made. Finally, capital mrkets rmst be develaped to pmvide 
alternative means of financing and savings mbilization. 

At the outset of the CD6S period, w will undertake an intensive effort 
to oorrect the deficiencies of the financial sector. This effort will 
include both policy dialogue and direct prugram assistance. The policy 
dialogue will be carried out in association with the b a l m  of payments 
program and will address macmxonanic issues such as the exchange rate 
and interest reg- and the decentralization of lending operations. 



In support of this policy dialogue, A.I.D., will facilitate the 
establishwnt of primary and s e c o w  markets in debt instruments to 
make nnnetary policy more efficient ard to enhance the ability of the 
financial sector to capture savhlgs f m  the no* public. In 
addition, we will wpport the formulation of the legal and regulatory 
f-rk as well as the institutional guidelines relative to the 
establishment of a Salvadoran stock exchange. 

We will amly program level assistance to improve the c &zational and 
administrative efficiency of the financial sector. Assistance will be 
provided in the form of technical expertise b review the legal and 
regulatory badqmund of tile banking system and to construct a plan of 
action for change, concentiathq on the law of Nationalization of the 
Banking System and the Iaw for Credit Institutions and Auxiliary 
Organization (LIOOA) . The objective of this assistance will be to 
impme the systemv s efficiency, reintraduce private enterprise into the 
banking system, and, through captition, enhance the systemvs 
efficiency. The mclvement tcxJard private participation in the banking 
system will be a major item in our policy agenda. In our effort to 
reintroduce private banking, we will consider a range of modalities 
(e.g., local camercial banks, credit unions and foreign banks) to 
determine what is most appropriate for the Salvadoran situation. In 
addition, we will embark on a comprehensive effort to strengthen the 
managerial, analytical and audit capabilities of the financial 
institutions. 

Investments in dollar and local currency financed export promotion, lines 
of credit and free zone expansion projects are expected to create sane 
157,000 jobs - 15,000 in free zones and 142,000 in other export and lines 
of credit activities. 

Efforts in small and microenterprises will result in about 32,000 of 
these positions, in addition to higher incomes and inrreased activity for 
people already employed in this sub-sector. 

The increase in indirect jobs resulting fmn this higher level of 
economic activity and income is estimated at 1to 1-1/2 additional 
positions for each direct job created. 



and Irnrestment Pmmoti 1. Emort a'! 

- An anrud hcrease in the value of mtraditional exprts of 23 

- cbnsbxction of at least t w  private secbr-cwned free zones. 

- Attraction of at least $110 million in new irntestment. 

- Creation of 75,000 jobs in export industries and free zone aperations. 

Supprt the establidmmt of a credit mchanhu to service 
microentczprices and an institutional mechamm . . toaxm3hate 
technicdl assistance to snall and microenterprises. 

Expand the aperations of FROPEMI to regional papulation centers - 
d c i p a l  capitals, etc. 

Inuease employment by 32,000 jabs wer the next 5 years. 

Tatal of 6,800 loans to be made to small, medium, and Large 
businesses wer the CDSS period. 

A total of 50,000 jobs m t e d  by 1994. 

Finarrcial Sector Mom 

Establishment of an independent superintemhq of banks. 

A systm of internal audits set up. 

Nan-performing asset of the banks mdwed to the point whem all 
banks have a positive net worth. 

Authority given to the banks to authorize loans up to the equivalent 
of $500,000. 

Broaden private sector participation in the banking system. 

A stock market functioning by 1994. 



rn. S~CIAL, - Clbjectives: Impruve Infrastmdxme, 
stmngthen "Grass Demcmcy, Assist Displaced R=rsons, 
-quake ~econstruction. 

1nfmstn.l- Rsmstnction, the National Plan, Displaced Pasons and 
~econstmction caprise the social stabilization caponent of 

our strategy. As the title suggests, the cambined purpose of these 
activities is to pruvide social services for the population in general 
until the economy begins to grw and until the demcracy is .stnm$hened. 

Infrastructure Reconstruction is a direct response to the hsuqency. ~t 
replaces productive infrastructure (e.g., electricity, bridges) destrayed 
by the guerrillas, thereby enabling the populace at laqe to on a 
relatively mrmdL curse of e c o d c  and social activity. The Displaced 
brsons program is also a direct product of the war. It the 
n e d s  of those individuals who have had their lives uprooted fleeing the 
conflict, the wide majority of wham cane fmm the ranks of the rural 
poor. Ihe National Plan is pruviding badly needed social senrices to the 
Salvadoran citizenry at the grass roots level. It is demonstrating that 
a demcratic system can pruvide equitable access to social goods and, in 
so doing, it is reducing the influence of the insuryency among the 
nation's poor. The earthquake reconstruction activities are providing 
residents of El Salvador's capital with a wide range of productive and 
social semi ces, such as roads, credit for housing and reconstruction of 
businesses, hospitals, schools, public markets and municipal buildings. 

By definition, this set of activities is designed to be short tenn. Tk~e 
Displaoed Persans and Earthquake programs will be concluded early in the 
CIlSS period. The continuation of infrastructure replacement and National 
Plan efforts will be determined by the duration and intensity of the 
conflict. Huwever, it is anticipated that by the end of the C?ES period 
the need for these types of interventions will have ended or been 
dramatically reduced and that the other elements of strategy will have 
came on line so that El Salvador can begin to mlize sustainable 
economic gruwth with broad participation thmqhout the society in the 
benefits of such grawth. 

In 1978 the extent and the condition of the Salvadoran infrastructm 
system was adequate and same parts of it, for example the highway and 
road network, were possibly the best in Central America. The GOES 
maintained a continuous road building and improvement program. The 9,706 
Km. highway and road network fully served the national economy's needs. 
The Ministry of Public Works8 (MOP) budget assured an adequate level of 
investment for construction and maintenance. Since 1978, the .x has 
taken its toll on this system: the MOP'S budget is 36 percent of its 1978 
budget in real terms; nearly 800 Kms. of highway have been lost and the 
remaining 8,907 Xhs. have deteriorated significantly due to deferred 
maintenance. l%e frequency of guerrilla attacks on the electric power 



sector, the backbone of Salvadorls infm&m&re and in2ustridl 
develapnrent, has r i m  dur- the past ten years and attacks hade becane 
hcmxhgly scqphisticated. The cast of msbrhy the system (generation 
axil tram&sion/distribution) to its original condition wwld be abart 
$80 million. In 1978 the mtional water and sewer authority ( A m )  
pmvided aocess to patable water for 59 pemat of bke urban ard 30 
perrwrt of the nml papulation. % yam latex, urban a-r; Is 89.7 
percent, but rural access has pl~rmeted to an ednated 13 percent. The 
impact on health is demonstrated by m x m t  health Statistics: 6.4 
percent of all deaths and 57.6 percent of all infectiaus diseases are 
related to diarrhea and intestinal infections. 

Like. the highway system, the railroad, the ports and the ahports also 
se;nred the national econcmy well in the late 70's. S h e  then, the 
railroad has suffered major damage from sabotage and def- mainteMnce 
and, given the estimated $17 million needed to repair it and the increase 
in importance wer the years of the oomedmg highway ne-rk, the 
railroad probably never will be restored to its 1978 importance. The two 
international sea ports and the Intermtiom1 Airport, which opened in 
1979, are basically adequate for today's needs. They have not suffered 
dixect damages from the war, but have mifiered E m  e q u i e  damaged by 
constat electrical p e r  fluctuations due to sabotage to the electrical 
grid, deferred maintenance and the lack of equipment replacement. 

a. Pblicy. Gov-t subsidies to consumes through l w  utility rates, 
particularly for electricity and water, result in revenues and budgets 
which are totally inadequate to meet recurring costs or new investment 
lqwbments .  

b. F i m m h l .  The inadequate budgets of the utility services are a 
result of the subsidies mentioned above, coupled with dollar debt 
servicing w t s ,  the use of a great part of m e n w  to repair 
sabotaged equipwmt and facilities, and the need to finanoe security 
meafllres to pment further sabotage. The severely restricted budget has 
resulted in the deterioration of existing plant and equipmt  due to 
deferred mainterme and little or no construction of new infrastructwe 
to serve growing needs. 

c. ImkitUtiOndL. A lack of capable and coherent nmagment and 
leadership in the Ministry of Public Works and in m, have resulted in 
failure to adopt appropriate policies to optimize the use of limited 
resources or to anticipate and plan for new requirements. 



The target group of the infrastructm reconstruction cqmnent is the 
entire population of the country, all of whom a .  dependent upon the 
efficient operation ard nabtermme of the nation's hfrastmcture. All 
elexler~ts of society, both urban and rural, L3cuffer as a result of damage 
to the electrical power grid, the putable water system or interruption of 
the highway and railroad networks, sea ports and air temhals.  The 
rural areas, in particular, have been left without adequate electrical 
servjce, access to potable water or a road system which all- travel to 
urban market centers. 

The major capnents  of the ~~~ reconstruction program target 
the 2.6 million ruml people, althaugh the -ration of sabotaged and 
deteriorated i n f ~ ~  has an obvious inpact on the urban population 
as well. The latter has been served principally though the constant 
repair of the electrical grid, power generating plants and the highway 
system, all of which have been preferred targets of the guerrilla forces. 

The rural population, in addition ta suffering the impact of constant 
sabotage of infrastructure, lack many of the most basic services. 
Current estimates indicate that only 20 percent have electricity and, as 
noted above, only 13 percent have access to potable water. 

The Mission's strategy durimj the CDGS period will be to: (a) maintain a 
quick respnse capability in all of the key GOES infrastructure agencies, 
:i.e., electric per, public works and the rail.road, for the repair of 
sabotaged facilities; (b) s ~ ~ e n  the mnagement and implementation 
capabilities of these agencies so that they can deal with deferred 
~naintenance of infrL structure, particularly of secondary and tertiary 
i-jk-1 r ~ d s ;  zind (cj assist the agencies tc m t  the rist critical needs 
for the extension of electri.ca1 distxibution systems and rural potable 
water systems. 

The Mission cannot predict when guerilla sabotage may decrease, much 
less cease. Consequently, our prirlcipal efforts, and those of the 
utility campanies, will be directed at repairing or restclring pblic 
senices damaged by sabotage. A.I.D. will continue financing for support 
of on-going activities designed far this purpose. 

A second area of activity will be the repair of existing rural potable 
water systems which are not opera1:ing and the construdion of new 
systa~s. We will provide financil,q, technical assistaAlce and training to 
the Water Authority in order to d,welop its capacity to carry out these 
tasks. The aim is to arrest the decline in potable water services and 
recover to the 1984 level of potable water access of 33 percent of the 
rural population being sel.v&. 



A third major ama will be impruvirq the ability of the Minbtry of 
Public Works to plan and acecute uyent ly  needed inf- 
maintenance pmgmns. A.I.D. financ*, via P.L. 480 and ESF generated 
local cun;wcy, will emphasize mainkname of rural ~ 8 ~ 0 ~  and 
tertiary roads. 

X h e M i s s i o n w i l l n o t f u n d n e w o r ~ c t e d i n f r a s ~ ~ i n  
those rural areas which are not targetxd by other d m r  organizations. 
For example, our financing to ANDA waiLd be pruvided only for water 
system in ammities smaller than LJH! ccnrered by IDB projects. 

The hplementation of the strategy described here will result in an 
haease in the number of pexsons with electricity frnm 500,000 now 
served lm about 700,000 in 1994. Access b potable water in rural areas 
and small towns will be increased fmm s<mne 315,000 persons semed I=, 
to 825,000 pensons with access to pure drinking water by 1994. 
Transportation £rum the rural areas to urban centers will be hpmred for 
some 650,000 people through maintenance and repair to approximately 25 
percent of the secondary and tertiaxy road system. 

4- Targets 
- Provide an additional 200,000 people in rural areas with electricity. 

- Restore or expard approximately 1,000 potable water system to serve 
an additional 500,000 pexsons, primarily in small tams and n~.--1 
areas. 

- Improve access and transportation in the rural areas through 
improvement of same 2,500 kilameters, (approximately 25 percent of 
the road network) of roads with enphasi.s on s e c o ~  and tertiary 
roads. 

- Attempt to make the electrical carp#ny and the water authority 
operationally self-sustaining and, therefore, able to inpme and 
extend their sewices to a greater pe-e of the polxilace. 

- EXtend and h p m e  the coverage of the potable water system and the 
1r.5intenance of rural roads thrmgh ,-ened mgement in the 

of Public Works and the Water Authority. 

- Sustain the capability of the electrical company, public works, the 
railroad, and the water authority to rapidly repair sabotaged 
inf~-astructure and public services. 



B. Natianal Plan - Ba- 
&acting to the huyemy's serious threat of gaining widespread p o p l a r  
support, in 1983 the GOES formulated a strakgy for restoring order and for 
strengthening civil govenrment in areas targeted by the guerrilla foroes. 
mis strategy, labeled the National Plan, was two-fold: (1) eliminate the 
insurgents via military intenrention, and (2) establish strong local 
g~e,mnmts and prwide essential public services. Simultaneously, an 
institutional mechanisn - The National Carranission for Areas Restoration 
(m) - was created to implement the Plan. 
In 1983 and 1984, the Plan focused in two guerrilla stronghold areas: the 
~eparhents of San Vicente and Usulutan. After initial success in the fom of 
the establkhnmt of a military shield and the prwision of public semi- 
such as small and medium scale. infrastmcture projects, the effort was 
effectively stalled. @me military units were withdrawn to respond to a 
gwrrilla offensive in another area, financial resourr=es needed for public 
services restoration were insufficient and the central gwerrm~~t service 
ministries (the entities which carried out the infrastructure cmpnent) gave 
only lukewarm priority to the Plan. 

since 1984, the Plan has ungone a series of adjustments leading to its current 
configuration. Beginrxhlg in 1985, the Plan added Ccnnbined Civic Actions 
(CCAts) to its inventory. ?he CCAts are short duration actioi.ls, normally one 
day affairs, in which the military provides security allowing civilian 
gwe,mnmt organizations (e.g., Ministry of Health) to undertake humanitarian 
aid activities (egg. , distribute food, medicines and pruvide medical care) to 
residents in conflictive areas. By 1987, there were, on an average, 30 such 
interventions per month. 

In 1986, the Plan was further modified. Rather than have the line ministries 
responsible for infrastructure jntewentions, the Municipalities in Action 
(MEA) program was developed. Msou.res were channeled from OONARA directly to 
municipalities, which selected Rnd carried out the investments. The MEA 
program was begun on an experimental basis in 14 geographic zones (United to 
Reconstruct, UPR) selected for special emphasis. The military not only 
seaxed the areas, but also developed localized civj.1 defense units to provide 
ongoing security. The program was a notable success and within 12 months, it 
was expanded to 232 of the country's 264 municipalities. Simultaneously, 
OONARA launched a mtionwide program to train municipal officials, mayors and 
other functionaries in general public administration and the planning and 
management of modest public sirvice infrastructure investments. 

a, T h e  - . - - War. - -- - - Uncertainty due to the security situations in contested areas 
remains a problem. The Salvadoran militaryts ability to control insurgent 
access to a given area of the country is critical for success of both the 
dwelopmental and political impacts of the program, 



b. F~XEUEM. Iack of budgetary resowes by national ministries to f h m e  
their activities in newly opened areas and a strong tendency on the part of 
civilian agencies to view the conflict as the Army's pmblem and to pusue 
their regular activities. 

c. lhskitutional. Program administration is ccmplicated by a need for 
coordhation between civilian and military authorities, as well as local 
gwernment and national g w ~ t  coondination. 

2. !Emget G m q  and Stmtegy 

The National Plan, originally a program for reestablishing gwernment sewices 
in the areas regained from the insurgents, has nuw apanded its operations to 
include 232 of the country's 264 municipal jurisdictions. Only San Salvador 
and same conflictive areas are excluded fm the Plan. The participating 
municipalities represent a paplation of sane 1.5 million m n s .  The 
activities carried out are basically regional development pn~~rams which 
address the economic problems, particularly small infrastru~, of villages, 
small towns and isolated rural areas. Most of these ammumities have no 
schools, health posts, camunity or municipal buildings, water or sanitation 
systms. The inhabitants, historically, had no participation in the 
developmmt of their camrmmity, nor a voice in establishing priorities for 
municipal activities . 
In addition to the inhabitants of these ammnities, 1,200 municipal 
officials, including mayors, are also w e t s  of the Plan's strategy. Many of 
the mayors have had no previous training in government. Most of the officials 
have no experience in the provision of municipal semices, and virtually none 
have experience in encouraging camunity participation in development 
activities. 

To address the problems of access to the benefits of the society and the 
influence of the insurgency in the countryside, as well as to pranote the 
democratic pmcess at the grass roots lwel, the Mission will -lay an 
inwted, development strategy. operating through the Salvadoran Institute 
for Municipal Develapnent (ISDl3-l) and the National Caranission of Areas 
Restoration (-), we will help the GOES prwide technical assistame and 
trahhg to upgrade the administrative and planning capability of mayors and 
other local gwe.mmnt officials. In the pr~cess, we will be upgrading the 
capacity of dcipal gwernment to provide services for their constituency, 
thereby contributing to our objective of decentralizing gwernment and 
bringing true participatory democracy to the grass roots of Salvadoran 
society. A second and equally important leg of the strategy will be provision 
of emices to rural people. The ~ocessful Municipalities in Action (MFA) 
program, the operational a m  of the Nationai Plan, will be the centerpiece of 
this effort. Financial resources will be channeled to all of the 
municipalities in the country to carry out small and medium scale 
i n f r a s t r u c t ~  projects. The activities will be selected by laal residents, 
the beneficiaries, in open town meetings. -1 suppliers will be used as 
mmzdity procurement sources and camunity residents will help supply manual 
labor. 



m e  MEA portfolio will be ccnnplimentxxl by a special set of integrated 
development efforts in a .  of the country where the insurgency has had a 
prolonged, strong presence and which have received little attention froan the 
ce.ntral guv-t. In simplest terms, these special, concentrated 
initiatives will be amplifications of the MEA program carried out under a 
military security shield. The municipalities selected to participate will 
receive grant resources, above the levels they will receive under the regular 
rn program, to implement infrastructure activities. The national level 
ministries will compliment municipal efforts by pmiding resauroes for social 
infrastructure (e. g. , schools, water systems, latrines and rural mads) along 
with credit and technical assistance related to agricultural production. ?his 
concentrated integrated development approach was initiated, on a pilot basis, 
late in EY 88, in the Department of Chalatenango with very positive results. 
over the caurse of the CIES period, it will be expanled, in controlled phases, 
to other ahmely conflictive areas of the country, especially the eastem 
region. 

The final leg of our grass mots development strategy will be to enhance 
ccrmmunity participation, and comespondingly, the degree of community 
responsibility, in the provision of social sewices. To this end, we will 
seek the transfer of authority over the construction of social infrastructure 
(e. g. ! schools, health posts) f rum the central government to the 
municlplities. We will also encourage the GOES to adopt measures that will 
enable the municipalities to generate reve-nue to maintain such infrastructure. 

3. Impact mTarget G m q  

~ousands of Salvadorans will participate for the first time in llgmss-rootsll 
democracy through community participation in tcxcm meetings, where priorities 
and plans for carrying out small community infrastructure projects are 
decided. The community members help to determine the priority of activities, 
plan their implementation and, in many cases, participate in the construction. 

This process has proven to be very successful in focusing local authorities on 
the priorities as seen by the camunity and for developing a greater degree of 
interdependencx and mutual trust between the Camrmrnity and local authorities. 

Same 1,200 mayors and other officials will receive training and support under 
the program to improve their abilities in administration and leadership, while 
the corm~lunity members develop a sense of responsibility for the progress of 
their town or village and a new concept of their rights as citizens. 

The self-help programs to provide water and sanitation systems, schools, road 
repair, and municipal buildings will, in addition to pruviding a vehicle for 
community participation and an exercise in democratic decision-making, also 
make a contribution to economic reactivation of many communities through the 
considerable investment in local labor and materials. 



- m e  number of mmicipal projects will increase fmm the current 830 per 
year to 1,500 per year f m  1991thrrrugh 1994. 

- Euplayment generated by dcipal darelapent projects will increase frcun 
600,000 person days per year to 1.2 million person days per year until 
1991.  ram 1991 until 1994, the rnrmbes of person days of enployment will 
decrease by 10 v t  annually. 

- ?he number of beneficiaries of municipal projects will average 400,000 
people annually. 

- Same 1,250 local leaders and officials will receive training each year. 

- In areas of conflict, where other programs cannot to provide adequate 
assistance to the civilian Popsllation, sane 400 civic action programs will 
be carried out annually. 

C. D i s p l a c e d  I&zms Prograrm - Baclcgrand 
El Salvador's rural population historically has had a significant landless 
migrant c a p n e n t ,  basically people who w e d  where there was agricultural 
enployment. By 1981 hundreds of thousam% of person af fectad by econmic 
recession and an armed conflict began to leave their haws and farms. People 
fled many ru ra l  areas in fear of both the Salvadoran army and the guerrillas 
and/or in search of work as the agriailturdl sector entered into hard times. 
Those who moved became IaKlwn as Displaced DXSOIIS (DB) , a title that has 
never had ari economic - i  test, i.e., all one needed was a cedula (official -- 
identity card) froan a conflictive area other than whem they currently were 
located. 

Fraan 1983 to 1986, a significant safety net of donor funded food, medical 
servioes and minimum enployment activities was in place for what was a 
generally destitute DP population. By 1986 scane DPs had retuned hoane, but 
~ I r t  gru- like the Internationdl Red Cross, the Catholic church and 
A.I.D. grew increasingly alarmed at the graJth of dependency; the indifference 
of the GOES to solving "the donor oamnmityls pmblen~;~ and the 
"institutionalizationw of what was to have been an emergency response. 
Shrthg in 1986, the USAID began to -is econanic reintegration 
activities and to begin a slaw phase-out of dole assistance. By mid 1988, the 
number of DPs was around 125,000 and falling. Mter five to seven years of 
displacement, hundreds of thousands of DPs have i n k g a t e d  into new 
communities, returned hame or voluntarily been relocated, same on idle 
Agrarian Reform lands. 



Between 1981 a d  mid-1988 A.I.D. dispersed about $60 million and jointly 
programmed local currency equivalent to about $11 million for  the  Dps program, 
largely for  minimum employment, health, and relocation ac t iv i t ies  (large 
levels of P.L. 480 T i t l e  I1 cmmdities also have been prwided both directly 
and thraugh the  World Food Program). Current DP support ac t iv i t ies  are listed 
below. 

- E'unding for U.S. PWs engaged in voluntzy returnee and relocation 
progranrs, w h i c h  ass i s t  the exdkplaced persons through one crop cycle to 
reestablish themselves as small farmers. 

- Pilot  vocational training and productive projects, designed to foster 
micro enterprises run by DPs. 

- m a 1  currency program funded budget support t o  the  GOES, a t  about $1 
million a year, basically for the logist ics required for  World Food 
prosram feeding. 

Palicy. The GOES has assumed the positior. that the  displaced are a pmblein 
whose resolution is primarily the resporr. :.i.:)i.'li-ty of the donor cxmmdty. 
Activities to  ass i s t  the  displaced have nuc enjoyed pr ior i ty  status w i t h i n  the 
govenrment. 

2. met ~rcnrp and Strategy 

The number of displaced pezsons, using the de facto definition of "needy 
persons enrolled in discrete programs for the displacedI1, has now dropped t o  
125,000. This number is falling m t a n t l y  as  people return t o  their original 
Pmmes or pemanently relocate in  other amununities. Virtually, no new 
displaced persons are  being created under the current type of conflict. 
Within two years, the remaining displaced w i l l  be reintegrated into the  
economy o r  picked up by the social welfare programs of the GOES. A t  that 
p i n t ,  A.I.D. w i l l  phz.se out its program. 

In the next two years, the Mission strategy for  addressing the Displaced 
Rxsonls problem w i l l  be a continuation of the  approach which 
has been successfully implemented since 1986. W e  w i l l  work closely with the 
GOES to have land (abardoned Phase I cooperatives o r  other suitable 
state-uwned land) made available to enable DP's to relocate pemmently in 
nonconflictive areas and to assist with an expansion of programs for DP's 
voluntarily returning to the i r  place of origin. The relocation and returnee 
programs w i l l  be supported by agricultural starter packs (i .e., seeds, 
f e r t i l i ze r  and tools sufficient for  one growing cycle), production credit and 
housing material that w i l l  be made available t o  the participants. 

By the end of 1990, using the  definition given above and given the  current 
trend of the war, there w i l l  no longer be any displaced persons. An estimated 
97,000 of the current 125,000 w i l l  have reintegrated into  the econcuny and w i l l  
have returned t o  their hcnnes or w i l l  have relocated elsewhere. An additional 
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1,500 persons with some 6,000 dependents will be trained and will have beoane 
ecmmicdlly active using newly acquired vocational skills or through 
participation in miamenterprise activities. 

The remaining 15,000 to 20,000 pesons, such as wid-, orphans, the mtally 
and physically handicapped and others wfro for sane reasan cannot integrate 
into the ecommy will be abso- irrto an-goizq social programs of the 
Ministry of Labor or the Ministry of the Interior. 

m e  Mission will conclude its involvement in this azzs early (FY 1991) in the 
CDSS period. To date, A.I.D.'s earthquake recovy ard reconstruction has the 
tutaled $148 million. An initial tranche of $50 million was for rapid impact, 
emery- assistance immediately a£ter the quake. These msaxcs prcnrided 
credit to approximately 7,000 families to Mid their haws and to 2,300 
persons to reestablish their businesses. More than 35,000 families, the 
majority of which were urban poor, were given building materials to erect 
hnpmry qluarters. Over 700 school classmoms were reconstructed, basic 
services (e.g., water, electricity) were reestablished, more than 60 tempom 
buildings were constructed and more than 900,000 person days of work were 
generated through the removal of over 1,000,000 cubic met3323 of rubble - a 
process wh ich  put the city back in operating order in a very short time. 

The second tranche of funding, $98 million, is assisting with permanent 
reconstruction efforts. These resaurces are being used in the proass of 
reconstructing classroanrs, rebuilding public mrkets, repairing of highway 
between the capital and the international airport and reconditioning health 
facilities. In addition, credit msoumcs are being made available to repair 
hmes and -pen small businesses. 

The following targets will be achiwed by 1991; - Housing: 8,000 ha~nes repaired - Smallbusiness: 400 -11 businesses restored - Education: 1,200 classroams repaired/constructed - Markts: 9 major markets repaired - Highways: 24 lans reconstructed - Health facilities: 3 major hospitals reconstructd; 1 health laboratory 
reconstructed; 1 health care facility reconstmcted. 



sn,wmX w n  EmwrE OF GRCNlS - Objectives: Inrpmve Educational 
opportunities. 

-tion in El Salvador suffers £ram years of neglect exacerbated by civil 
conflict. Prior to 1978, the sy- was performing masonably well, with 
primary school enrollmnt gmwbg, Wcher ranks and the Ministry of 
Education enjoying stable annual budget allocations of 20 to 25 pement of the 
public budget. Illiteracy rates dropped fram 49 percent in 1960 to 38 percent 
in 1978. 

&tween 1978 and 1982, however, the war caused school enrollments to decline 
slightly ( f m  928,000 to 885,000). Over 875 school closures and the 
migration of nearly 500,000 Salvadorans fram rural to safer urban and 
semi-urban areas strained a system ill equipped to v n d .  Dwindling budget 
allocations (frum 20.7 percent of the national budget in 1978 to 18.8 percent 
in 1982) contributed to a significant system-wide decline in quality of 
instruction. 

Substantial A. I. D. investments began in 1982 for school construction, 
equipment, and material. A.I.D. financed construction or rehabilitation of 
nearly 3,000 classroams, resulting in the reopening of 323 schools. However, 
there is still a deficit of approximately 600 primary schools. Despite these 
inveshents the illiteracy rate has not inproved frum the 38 percent of 1978; 
approximately 35 percent- of school-aged children (K-9) rennin out of school, 
and it takes an average of 10 years for a student to q l e t e  the sixth grade 
in the public education system. 

A sharp drop has <Irccurred in prcductivity of the labor force due to 
deterioration of technical and vocational skills and the outmigration of large 
numbers of skilled workers. Only a small number of vocational and Weal 
training institutes exist today, and these are ill-equipped to meet the 
demands for skilled manpower. Technologies are outdated; teachers are poorly 
trained; and GOES policies prohibiting tuition increases inhibit expansion or 
improvement of most of these institutions. The dimensions of the problem of 
scarce technical and vocational skills have recently been fully examined by 
the manpower survey carried out by the Entrepreneurial Foundation for 
Educational Development (FEPADE), established with A.I.D. funding in 1986. 
According to the suwey, unmet demand exists for 17,000 skilled and 
semi-skilled workers and 2,000 foremen and mid-level supervisors in numerous 
Sectors. 

1. ----. Instituti.0~1. -- Although the Ministry of Education is hampered by 
siqnificant financial, human resource, and infrastructure limitations, its . &t serious constraint is managerial-weakness. MOE executives have been 
unable to articulate a comprehensive policy or program to achieve increased 
coverage or upgrade the quality of basic education. The official basic 
curricula has not been evaluated in over 15 years. Language arts and 
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mathematics skills, especially in the first six grades, have not been 
emphasized. The MOE has funded the production of teaching guides and useful 
texts, but availability WlMihs severely restricted. An effective 
distribution system is ladking, wen if materials were available. 

!bchical tsaining has suffwed f m  many of the same prablems as basic 
educatian. Also GOES sponsored programs have not been linked to the 
employment needs of the private sector. Private tedmical schools have been 
attempting to fill the void, but are constrained by GOES policies and the lack 
of skilled tethers in priority fields such as irrigation, agricultural 
technology, construction trades, business management, and electrical 
engineering. 

Currently, 25 peycent (approximately 9,000 persons) of all Ministry employees 
perform aCimhistxzttive tasks rather than teach (worldwide norm is about 15 
percent) . T h i s  results in an overstaffing of administration by nearly 3,500 
persons. Finally, weaknesses in mid- and luwer-level staff, most of wham work 
half days only, further limit the Ministry's ability to provide for a quality 
education. 

2. Finarcidl.  To a p e  with dwindling budgets and increased enrollment, the 
Ministry has postponed maintenance and repair of facilities, reduced or 
eliminated purchases of apemkble supplies (e.g. , desks, tactbooks) , and cut 
teacher training, resulting in dependem on rote memorization as the 
principal didactic mechanism. Also as a consequence of budget limitations, 
the Ministry adopted a policy of part-time employment allowing the number of 
teachers to grow to 27,000 and budget allocated to salaries to rise to 95 
percent 

3. Hunran -. The Ministry of Education (MOE) workforce is poorly 
trained and supervised, and the nunker of administrative (non-teaching) 
personnel are clearly excessive. Teachers have not received apprupriate 
inservice training since 1979, and them is a systematic lack of supervision 
and management, cmgmtiied by politicizatian of employmmt and trainbg 
opportunities. The mcmitment system for new teachers, too often based on 
political or family connections rather than professional qualifications, is 
inadequate to attract and retain qualified onplayees. The pmnotion system is 
no better. 

4. -, Despite A.I.D. investments, the system suffers from lack 
of physical facilities, furniture and equipnent which prevent thousands of 
primary school children from attending school or which place them in severely 
wercruwded facilities. Current estimates put the number of primmy schools 
required at 600, with the wide majority of these locate3 in -11 rural 
locales. 

5. Fulicy. Present policies and centralized administration discourage - participation of the camunity and the private sector in the pravision of 
basic education and vocational training. GOES-mandated tuition ceilings for 
educational facilities constrain development, expansion and upgrading of 
private technical and vocational institutes. 



6. Socjal. Emigration of educated Salvadorans has led to a loss of 
qualified tseachers. A cyclicdl pattern of internal migration for 
aqridtural workers results in children being m e d  f m  schools prior 
to the ccanpletion of the school year and contributes to the high 
repeater/7-~htion rates. Children, especially older girls, are expeckd 
to wntrjbute labor for economically productive or hauseholti activities, 
~0ntribut:ing to high drapsut rates. 'Ihis phenmon is ,exawxbated by 
the civil conflict, emigration and the resulting absence of one or more 
parents. In addition, given the relatively short tradition of public 
education in El Salvador, the value of education is not adequately 
appreciated, especially among the disadvantaged. These other social and 
cultural h p d h e n t s  have not been systemtically studied and play 
virtually no role in GOES educatioml planning or policy formulation. 

s m  640,000 elementary school aged children, almost 35 percent of the 
total number eligible - are not enrolled in classes. Those who are 
enrolled receive an education that is inadequate in many ways and suffer 
f m  overcraJt3ed classes, lack of textbooks and lack of teacher tmining, 
and high teacher absenteeism. This group is the primary target of our 
education strawy. 

The thousands of unskilled and underemployed workers who are in the job 
market, or who will enter it in the next five years constitute the second 
major target group which will be served by the proposed approach. 

m e  third target group is the body of young potential leaders, 
predominantly f m  rural areas, who need training in order to contribute 
to the gmdA of denmtic organizations and institutions. 

The Mission's program in education is built around a strategy to (1) 
impme the quality and efficiency of primary education through teacher 
and curricula developwnt and greater decentralization of the public 
school system; (2) expand access to primary education through school 
construction and cost effective and innovative teaching methodologies; 
and (3) expand vocational/technical programs, primarily but not 
exclusively in the private sector, and focused on skills essential to 
restoring the productivity and cmpetitiveness of the Salvadoran 
workforce. A complementaxy policy dialogue agenda will also be pursued 
to encourage the (1) decentralization and increased respnsibility at the 
local level for school construction and maintenance; and (2) inmxsed 
private sector involvment in educational planning, teaching and 
financing. We intend to pursue these policy reforms in the context of 
our DA portfolio interventions. 

1. l i r p r w v e  in the Quality and Effici of Education. This . c m p o n e n ~ t t e s y  calls for: (1) %roved adminihtive 
efficiency throughout the system at large, (2) camplete evaluation and 
updating of primary school curricula, (3) comprehensive teacher training, 
(4) the preparation of critically needed didactic materials and (5) 
community involvement. 



Major changes in the way that the Ministry operates and allocates its 
remmxs are needed to sustain qualitative imprwvonents cnrer the 
long-term. The program will seek to effect institutional refonn thnxgh 
the qgmding of planning, mnagerial and administrative skills. 
Management training programs for senior officials will be developed and 
the IWE will be assisted with in- efficiency studies and financial 
analyses. 

For mid-level management, in-service training programs will be initiated 
to streqthen capabilities in such areas as supervision, cost-effective 
educational tedmolcgies, materials dwelopmnt, arrd pemonnel mmagement. 

A.I.D. will finance the develogmmt and distribution of -ks, 
workbooks, teacher's guides a d  mnplenmtary didactic materials for 
kirdeqarten thmugh ninth grade and their distribution. In-sewice 
teacher training will also be increased dramatically, and a pmgram of 
teacher's aides, drawn fram local school parents, will be intmduced to 
reduce high student-teacher ratios and increase pazental participation. 
At the same time, A.I.D. will assist the Ministry to establish a unit 
charged with the responsibility of evaluating and updating curricula. 

The Ministry will also be encouraged to establish advisory camittees 
consisting of mts and private f inns, to stimulate greater awareness 
within the system and a more responsive and responsible poshre relative 
to the educational needs of the society at large. In this regard, a 
major step has already been initiated thruugh the establishment of the 
National Cannnission for Educational Develapnent (OONACODE). This is a 
unique experiment, fomented by A.I.D., in pblic/private sector 
development between the Ministry and FEPADE which is already active in 
severdl  aspects of educational q 5 t a n  and policy reform. 

2. ? ! .  For the foreseeable future, the GOES will not have 
sufficient resources to address all of the infrastructure needs of the 
public educational system and will have to depend upon donor agencies for 
funding. As a result, during the ClES period, A.I.D. will provide local 
currency funding under the ~o~ budget for school construction. 

A. I. D. will encourage municipalities to assume construction d 
maintenance activities initially on an experimental basis. The 
participation of parents and camunities in these endeavors can also 
serve to strengthen demcratic processes through hacased citizen 
participation in such aspects as site selection and school construction. 
With this in mind, continuing local currwcy support to municipalities is 
planned throughout the CDSS period in order to institutionalize an 
effective cost sharing arrangement with the Central Guvernnmt for school 
construction and maintenance. 

3. Vocational 'cal JMmation. There is an urgent need for 
vocdtional/ a training to meet the demands of a growing emnomy 
for a skilled and productive workforce. Spearheading the effort will be 
FEPADE, mentioned above, which is equipped to assess vocational/technical 
education needs and serve as a broker/catalyst for the establishment of 
programs to respond to them. Specifically, the Mission will assist 
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WADE to expard its edtucational credit program for needy students 
enrolled in priority vocational/~cal P~CJENS. It will also help to 
upgrade the capabilities of vocationdl/technical schools through the 
provision of teacher fellowships and grant resourr=es to expard 
facilities. 

The Mission will also support the efforis of other private organizations 
such as FUSADES, AIFUI, and the ~alesian Society, to provide short and 
long term training in professions related to priority sectors of the 
economy such as irrigated agriculture, business managemmt, and 
construction trades. Other donors, such as the IDB, have also apressed 
an interest in vocational training, and the USAID will agresssively 
support their hlveznent and investmnt in this field. 

4. Ihe Ckntml Amxican Eeaoe ~ 1 ~ p  m?ogram (CAPS). - Althaugh the 
Mission's strategy for education, training and human resource developmt 
is not dependent on CAPS per set CAPS is important to upgrading the human 
resource base of the country. The CAPS program also camplemmts priority 
Mission activities in such areas as the strengthening of democratic 
institutions and processes, agricultural diversification, and small 
business developmnt. The taryet population of the CAPS program is 
disadvantaged rural leaders, with a potential for future leadership 
roles. Selection of those trainees who occupy, or will occupy, positions 
that will give them opportunities to infl~lence other Salvadorans will be 
emphasized. Also, based on past experience, medium tenn training 
prqmms lasting from three months to a year will be stressed. Given the 
limited funds available, this will enable more Salvadorans to 
participate. Emphasis will be placed on practical mid--level technical 
skills developmnt, in addition to meaningful apos~u-e to traditional 
American values and democratic principles. 

mlicy Dialogue, The Mission will pursue the two policy dialogue 5-  --- 
lines described above during the C E S  period, although others will 
undoubtedly arise in the process. 

Same 300,000 elementary school children will be enrolled in classes aver 
the C E S  period. A substantial reduction in the number of children who 
are held back to repeat grades year after year will take place. The 
quality of teacher training, combined with a greater number of new 
classrooms, and expanded availability of texts and materials will reduce 
the average number of years n e c e s q  to produce a 6th grade graduate 
from 9 years to 8 years,, The primary school completion rate will be 
increased from 63 percent to 69 percent of the students and nationwide 
literacy rates will be raised from 62 percent to 65 pemt. 
Approximately 1.2 million elementary school students will be receiving a 

. higher quality of instruction as a result of impruved curriculum, better 
and more widely available textbooks and a larger bcdy of better trained 
teachers. In conjunction with our program of democratic initiatives, we 



will proanote the incorporation of civics inssion into the 
curriculum. This will prwvide youg ddldren w i t h  an undens;tanding of 
haw a demcracy should fundion and clarim their rights and 
mnsibility under such a system. 

The strategy will also prwvide vocational technical b d n b g  to between 
15,000 and 20,000 workers who are needed to fill skilled and semi-skilled 
jobs in Wtry. 

The CLASP program will bzih r ame 2,000 yaung Salvadorans in mid-lwel 
tzdmica.1 jok to meet needs in both the public and private sectom in 
specialities such as agriculture, health, private enterprise and 
education. Skills for enhanced participation in demoaatic organizations 
will also be qhsized: lead-p and camnunication, negotiating 
skills, conflict resolution, parliamentary procedures, voluntary 
aannnmity involvement and development. 

E- Targets 

- Decentralization of school construction, rehabilitation and 
maintenance function frum the MOE to municipalities and ccrmrmxnities 
in order to cut costs and involve camunities in their school systems. 

- Construction or rehabilitation of at least 600 rural primary schools. 

- Improved curricula developed for pr- and secondary sc1"100ls, to 
include civics instruction. 

- Development and distrib~.ition of new t e x t b o k s  and didactic ma-ials. 

- 5,000 new or in-service teachers trained in use of new teaching 
materials and methods. 

- 15-20,000 workers will have their job skills develaped or enchanted. 

- 300 short tenn and 100 long tenn participants annually will be 
prwided training under the CIASP program. 

- Thausards of parents and ccararmnity leaders taking a role in their 
ccammurity's educational system. 



VIJI. smAD'JNG m-TS OF GRcXEI -.-&jcctivcss: Increase ~ c a s s  to 
~anily P1rni.r~~~ Wuce Infant and Child M~I~-Wity, Impme ~ealth 
and Health Services. 

In spite of the vicjlent cor~flict and resulting population displacemmt, 
national level health statistics shaw the people of El Salvador to have 
experienced generally improving health status since 1950. The most 
dramatic ir-dicato~s of this are the falling infant and child mortality 
rates ard the increase oE life -imq at birth. Although there was a 
brief rise in all mortality rates durhq the early 80 Is, infant mortality 
fell frum 77 in 1379 to 50 in 1988 (per 1,000 live births). Consistent 
efforts on the part of the Ministry of Health to impme and reorient its 
innovative mal.aria control program have also shown results, with the 
incidence of malaria reduced by some 40 _ ~ ~ r = e n t  between 1979 and 1985. 
On the population side, contraceptive prevalence r a h  have also 
inaeased during this time period, w i t h  b,gmximately 47 percent of women 
of fertile age in union n w  regularly practicing same form of 
contraception. PoLpilation growth rate has declined from the 3.0 percent 
level of ten years ago, but it is still at an unacceptable 2.5 percent 
per year level. 

Nationwide indiamrs of health sbhls msk an inequitable distributj.on 
of gains by the rural and marginal urban populations. For ample, 
although the infant mortality rate for the country as a whole in 1988 was 
50 per 2,000 live births, in rural areas the- rate was faklnd to be 56 p r  
1,000 live births (roughly 31,000 chil- in 1988), while rates were 
second highest in low im=oane ubm areas. And, both mortality rates and 
nutritional status were faund to be significantly worse than the national 
average for displaced children in q i n a l  urbar-areas. Protein-calorie 
malnutrition in rural children under 5 years of age continues to be a 
problem. However, the preliminary data (December 1988) of the 1988 
National Nutzition Survey indicates that there has been an overall 
decrease in acute child malnutrition ( N W  Standard I1 and I11 degree) 
frmn 18 percent in 1978 to 15 percent in 1988. 

Diarrheal disease, undernutrition, acute respiratory infections, prenatal 
mortality, and vaccine-preventable illnesses (all topic areas which may 
be referred to as Child Survival or, more traditionally, as 
Maternal-Child Health), continue, therefore, to be major health prab1e.m~ 
in El Salvador, and particularly am013 warnen and children living in rural 
areas, reflecting both the poverty level and the limited availability of 
health care services and potable water. 



. Despite nominal a. Phmial  c30arstraints in the MXi'S budget 
between 1979 and 1987, the MOH has suffered a antinual decline in its 
pu-ing power. Betcdeen 1980 and 1985, for example, the cumulative 
effect of inflation resulted in a 50 percent mluction in the MOWS 
budget in real terms. At the same time, family incunes have remained low 
ard mecIdcines and food have beanne more expensive. m e  1986 devaluatj.on, 
c(&ined with high import taxes on @xmmceuticals, has resulted in a 
daubljzg in the price of most medicines in the past t w o  years. 

b. Institutional -. The MOH continues to suffer from the lack 
of a comprehensive, well-articulated health strategy and acpnpetent 
mmgemnt. ?he manifestations of the non-tent policy and 
programmatic framework include: a) imbalanced allocation of samx 
resaurces (personnel, facilities, medicines, equipment and supplies) to 
hospitals rather than rural areas; b) deficient logistics systems which 
delay provision of essential drugs and supplies to high risk areas; c) 
the vertical planning d implementation of donor funded projects, 
fragmenting service delivery and resulting in duplicative and expensive 
administrative system. 

c. - Social- - Ihe War. Over the last 10 years, the M0I-i has had 
restricted service delivery to the rural population due to the conflick. 
?he Ministry of Hedlth has had to close 25 of the 100 health units and 
posts in the Eastern Region of the country, as well as n u m m w  other 
health facilities in other parts of the country where medical neutrality 
was not respected. Medical personnel continue to be in danger when 
delivering services in rural m, thereby exacerbating the already law 
caverage of high risk populations. 

d. -. As indicated by the continuing high rates of 
diarrheal disease, aocess to safe water supplies, particularly in rum1 
areas, continues to be a major constraint to imprwing health status. As 
noted earlier, rural population access to potable water had dmpped 
dlaxmingly, frcnn 30 percent in 1984 to 13 percent in 1988. Zhis is in 
sharp contxast to USG's Central Amrim Initiative goal for 1989 of 33.3 
percent for rural population coverage. The internal oonflict, high 
population gruwth rates, and lack of maintenance for existing systems are 
blamed for the precipitous drop ,,h merage. 

To date, A.I.D.'s financial assistance for phamaceuticals, medical 
supplies and emeqency medical equipment has enabled the public sector to 
prwvide basic health services despite dislocations caused by the war and 
the related constraints on the public sector budget. However, the USG 
resouus, which have been concentrated on supporting a facility basal 
urban and larger town health programs and the few child survival-comrmnity 
health inventions (e.g. UNICEF immunization program, German--AR 
c c 1 m t y  health worker initiative) have had limited impact on the part 
of' the rural population living in the more remote areas. 



Accordingly, the Mission will shift the emphasis of our health sector 
program from systems streqtheniq to sesvice delivery to high risk 
groups, largely those located in the areas that have, to date, been 
poorly served by health sewices and whose health indicators have lagged 
behind those of the country at laqe. 

These are three specific target groups as bdm. 

warnen jn fertile ages and children under the age of five years living in 
same 2000 of the country's poorest and smallest rural communities 
(populations of 200-800); warnen of fertile ages and children of less than 
five years living in same 100 of the country's rural tcrwns (populations 
of 500-5000) ; geneYal papulatio~~ of those urban and marginal areas with 
populations of more than 5000. 

The primary target group lives in areas with extrendy weak or 
nonexZstant services and will receive selective interventions via 
preventive and curative health care. The components of the health care 
system will generally include potable water, vaccination, health and 
nutrition education, growth ranitoring, pre-natal m, child spacing and 
basic curative ,services. m e  number of direct beneficiaries in this 
group is estimated at 800,000 of wham some 350,000 an! wamen in fertile 
ages and children less than five years old. 

The secmnd target ~ K ~ U P  has traditionally had access to some sewices and 
will receive limited A.I.D. assistance to cmpliment these services. The 
health care system camponents will vary depending on need but will 
probably include same potable water, child spacing, pre-natal care and 
nutrition education assistance. m e  number of direct beneficiaries in 
this group is estimated at 800,000 of whom approximately 330,000 are 
women in fertile age and children under 5 years of age. 

The tertiary target group are those receiving sewices supported by 
A.I.D.'s assistam to the MOH and other donors via vertical and 
institutional strengthening activities. These cut across a wide swath of 
urban/rural populations and programs provide a wide variety of curative 
and preventive services. Some 1,200,000 Salvadorans are served via these 
Programs- 

Wing the transition period frorn institutional systems strengthening to 
the focus on the high risk groups, predominantly in rural areas, the 
strategy will cconplete current efforts to impme planning, management 
and logistical capacity to deliver health sewices through the existing 
system of the Ministry of Health. Increased efficiency in this area will 
free up resources allowing greater emphasis and effort to be applied to 
more critical problems among the rural and urban poor populations. 



Because we intend to reach high risk in a short period of time, 
the Mission will utilize all institutional vehicles available, w i t h  at 
least beg- of organizational capacity, technical -be a 
philosophical camnitment. T h i s  will entail a major pmentive h&th 
care effort through the public sector (National Water Authority, ANDA, 
and tkte Ministry of Health) complemented by significant involvement of 
private organizations under a potential variety of modes - e.g., grants 
to P;O1s, and private practioner incentive programs. -out we will 
emphasize the introduction of cost mccwery methods to redtuce the 
r~current expense to the delivery system. 

We recognize that our resaurces for health, family planning and potable 
water alone, although estimated at $35-40 million per year lhmughout the 
CE6S pexicd, will not be sufficient to adequately address the health 
problems which the country faces. Accordingly, as a part of our 
strategy, we will actively engage other donors to either oantirmue ongoing 
efforts or undertake new heals initiatives. For -let t ~ l e  will 
encourage UNICEF to m e  frum its current narrw program which focuses on 
expensive technological intewentions, to a broader approach that 
emphasizes child survival through cmmmmications, water and sanitation, 
and nutrition. We will provide cuunterpart ~SOWCES for the IDB1s water 
and sanitation project for metropolitan San Salvador. And, we will 
emxxuage UNFPA to sponsor an enhamxd demgmphic data collection effort 
and a family planning education p.mgram. Curmtly the World Food 
Program (WFP) is prcnriding approximately $US 15 million per year in food 
assistance and is expecbd to continue assistance at this lwel for the 
period cove.mil by the CDSS (see Annex G Food Aid WFP). Also, the UNDP 
will inplement a SUS 30 million food ather assistanoe prugram for DPs 
and margindl graups early in the QXs period. 

The implementation of this strategy will reduce the percentage of 
children under five years of age suffering f m  seccmd and third degree 
malnutrition frum 15 percent to 13 percent. 

Patable water will be available to 825,000 rural people by 1994 as 
oanpared to 315,000 now, with a aonsequent. reduction in diarrheal disease 
in children. 

Seventy-six (76) percent of children under 2 years of age will be 
protected fram cammicable diseases, i .e., measles, polio and DmI as 
contrasted to the current 66 percent receiving p-ion. 

These improvements will result in infant mortality rates reduced from 50 
to 42 per 1,000 live births nationwide and fmm 56 to 48 in rural a-s. 
Child mortality rates will be reduced from 24 to 22 per 1,000 live births. 



me annual population graJth rate w i l l  be reduced fm 2.5 percent t o  2.2 
percent by 1994 as a result  of the expanded merage  of the family 
planning programs which w i l l  reach 53 percent of q l e s  - a 6 percent 
increase wer the current level. 

- 500,000 couples using &ern methods of 'family planning. 

- 3,000 private family planning distribution outlets. 

1,000 public family distribution outlets. 

- Vaccination coverage for polio, DPT and measles w i l l  be h x e a s d  
20 percent wer the five year period. 

by 

- About 1,000 potable water system, w i l l  be repaired or  installed in 
rural tams and villages. 

- Improve basic health services in 1500 of the 2,000 villages with a 
population of less than 500 persons. 

- Child health vis i t s  w i l l  increase frum two to three per enrolled 
child. 

- 800,000 rural poor a t  highest health risk, prcrrided with a basic 
health system. 

- 2,000,000 poor in urban and secondary cities areas receiving impwed 
health services. 



M. !iZRBUlING llE BENEFlTS OF GECNlH - Objective: Improve Wing. 

e y ,  2.2 million uut of more than five million Salvadorans live in 
inadequate shelter; up frm an estimated 1.5 million in 1978. S i x t y - W  
pemmt of rural humes are in precarious Nysical mkLition and/or lack 
basic water and electricity services. Ttenty-three pexcent of the urban 
hoanes wnsist of little more than wood and tin shacks, and many are built 
in non-legal subdi.visisns and lack water, sewerage and stom drainage. 
El Sal~dor has been try* to keep pace with population gruwth and 
rural-urban migration mainly thruugh informal production of l w  quality 
shelter. 

Over the last twro decades, the gene.ral ppulationns ability to afford 
formally produced housing has declined. Reduced real incams, irx=reased 
real  land and construction costs, and higher cost of credit has reduced 
by 50 percent what a below median inom? family can afford. Standards 
have been reduced, but they have not resulted in sufficient cost savings 
to OV- inflation, higher interest rates, and limited land 
availability. To cmpmsate for lost affordability, more families are 
building, renting or moving into informally produced shelter, often 
lacking basic services. In sum, El Salvador's housing problem is 
es,sentially a matter of declining quality. 

Infrastrudure serving housing has also suffered from l w  investment. 
Tnere are gruwing watex, sewer and storm drainage deficitz in mos;t towns 
and cities. 

In 1986, wer $100 million (C503.9 million) was lent by financial 
institutions for an estimated 15,100 haws built, by formal sector 
builders. Institutional housing production for 1986 added about 11,700 
units. While the share of housing in GDP has derate ly  -sed frum 
1.2 percent in 1978 to 1.4 percent in 1987, in real tenrr;, the level of 
hausing investrrent has not changed significantly during the last 10 years. 

Hausing officials have nck cane to grips with the fact that over 60 
percent of Salvadorans cannot affoxd adqua- shelter, even with intemst 
rate subsidies, and that adequate housing is a pr- element of social 
stability. El Salvadorns shelter policy must, at some point, recognize 
that upgrading the stock of existing p m i o u s  housing will contribute 
to resolving housing problems far more efficiently than will the 
construction of new housing alone. 

Over the past 20 y- A.I.D. has provided $58 million for housing under 
a variety of prcgrams, -- egg. , housing guarantees, local currency 
projects and ESF dollar funds for earthquake reconstruction. Another $48 
million is in the pipeline to be invested in the next several years for 
earthquake re~on~~~zuctior~ and resettlement. IXlring .this period, the 
Mission will begin to shift its primary emphasis tmaml inpming  the 
housing sector's policy and legal framec~orks. 



1. Lblicy Cb&mhts. The lack of a formal shelter sector policy 
cons5uains effectiveness. The GOES'S National Housing Folicy has no 
legal or regulatory effect. El Salvador's de facto housing policy is 
contained in the body of laws, decrees and regulations that created the 
myriad of hausing institutions, the water and sewer a~tthority and the 
savings and loan system. This legislation, cambined with the political 
m a r w h t s  to build more, new, standard houses, detambes the direction of 
investment in the housing sector. At this juncture, the upgrading of 
substandard housing rather than continued construction 02 new hausing 
which is unaffordable to the majority of people, is a matter of social 
equity. But, it is an area which has not been successfully address& by 
GOES refom. 

2. msI5tuti.W -. El Salvador has an excess of housing 
development and finance institutions, both private and public. Most of 
these institutions are not associated with a large portion of the rural 
settlers and poor urban dwellers. 

Each institution sets its own policies, inte.rest rates, mortgage 
documents, elegibility requirements (limited to contributors) . They are 
autonomous and are not controlled by either the Central Bank, Monetary 
Control Board or the Vice Ministry of Housing. 

3. -1 Qnstraints. The current legal framework, as contained in the 
various, d i s c o n n ~  laws, regulations and decrees that control the 
financial policies, construction, land titling, municipal services, and 
taxation for the most part impedes low cost housing construction and, in 
particular, works against upgrading informal settlements and facilitating 
non-formal home construction or impr~~ement activities. 

4. Financia l  Cbnstmints. In addition to the major cross cutting issues 
thateif-e f inancia1 sector in general (e . g. , low real interest 
rates and limited ability to capture savings), El Salvador's housing 
finance institutions are merely constrained as to where and how they 
can hvest their resourr=es. With few exceptions, funds available for 
these institutions can only be used to finance first mortgages on new 
houses, requiring a clear u n e n m  title and certificate that all 
sewices are installed and legal requirements met. These requirements 
effectively eliminate financing informally produced hausing impruveme,nts 
or new construction in non-legal subdivisions. Also, the installation of 
services (e.g. , water, sanitation) cannot be financed 
f inar~cial institutions. 

thr0ugh-t 

Generally, low income families or ,mall, non-formal home builders do not 
have access to credit or othcr facilities with which to buy, build or 
impme houses. Of the over $100 million of housing finance prwided 
each year, 70 percent is restricted in some manner to new housing 
production. 



lhe Mission plans to phase out its major financial assistame to the 
housing sector and shift its hausing strategy to one of induchg major 
policy and structural refonns thratgh policy analysis and dialogue, 
technical assistance and training. Until the policy, legal, 
institutional and financial basis is set, W will be very limited 
opportxnities for the GOES, A. I. D. or other donom efficiently h e s t  
funds into large scale upgrading programs. Themfore, during the Cll6S 
period, the GOES will have to decide on policies, develop apprapriate 
legislation, ax3 pramote institutional refom that in addition to 
prumting new home construction, will allow a major increase in the scale 
of upgrading activities needed to ;improve the existing, precarious 
housing stock. These activities include prwision of basic residential 
in£rastmcture (water, sewer, drainage, electricity) as m l  as 
activities that increase land titling and tenure security. Ihe Mission 
will seek to achieve the follclwing objectives listed belm. 

- A fonnal housing policy staterrent that recognizes the need for 
upgrading non-formal settlements and sets out clear central gav-t, 
municipal government, public institution and private sector roles. 

- Upgrade the position, authority and capability of the Vice Ministry of 
Housing to coordinate the various housing sector activities, including 
the activities of the multilaterdL and bilateral donors. 

- A plan to make the housing sector financial institutions more 
efficient. This could include consolidation of savings and loan 
associations, and key public housing institutions into a hausing bank; 
and regulations that provide for new hstmments for both savings and 
lending and for secor&ay financial markets for housing sector 
securities . 

- A liberalized set of eligibility criteria and guaranty mquhmmts for 
hame impravement and construction lending, as well as lending for basic 
utility services, so that financing can reach low imme families 
t h m q h  the savings and loan system and other housing finance 
institutions. 

- -islation or regulations that set wt the terms, conditions and 
responsibilities for land titling in non-foml settlements on both 
public and private land and that provides appropriate criteria and 
standards for llpgrading non-fonnal settlements. 

Policy dialogue will be directed at the fomnilation and review of fonnal 
policy statements and/or legislation. Technical assistanoe will be used 
to back up policy dialogue With analysis, expert opinions and 
presentations and to formulate plans for institutional actions such as 
improving the cost efficiency of the savings and loan system. Training 
will assist in upgrading the human resources needs across the board at 
the institutional level. 



wing the war-torn period in the late 1970gs and early 1980gs, democratic 
prooesses in El Salvador underwent major transitions. Same demcratic 
institutions (e.g., electoral prw;.esses, human rights organizations) emq:ed 
for the first time. Others, such as the legislative assembly, the democratic 
labor mxrement, the judicial system, and municipal government made same 
sporadic progress. A.I.D. assistance to this process took many forms. 

For local, legislative and presidential elections, the Mission provided 
cammd.ities and technical assistance to create a voter regisby and finanad 
the participation of intermtional obsemers to assuw, that the elections were 
conducted in an abuve board, public fashiofi. 

m e  Mission M e d  the creation of the Human Rights Cammission (W), to help 
pmvide thousands of Salvadorans a safe, effective means of infom3.q their 
govemrtlent about alleged abuses of authority by government officials, by 
guerrillas, and by others who have taken the law into their own hands, Since 
1980, the trend in the number of civilian deaths f m  political violence has 
declined dramatically and the work of the CCW was clearly a contributing 
cause. 

The salvadoran Legislative Assembly, historically a weak institution, has with 
A. I. D. assis- been resunrected and since 1983 has demonstrated sclme 
progress tmani attaining institutional credibility. While there is limit& 
staff turnover with elections, a core staff group prwides a measure of 
administrative continuity. A major weakness of the legislature has been that 
it lacks the capacity to draft and analyze laws independently. To counter 
this problem, USG r e s o m  have been used to create the National Revisory 
Conrmission on mislation, which has been active in redrafting a series of 
outdated laws including legislation to improve the penal system, and aeate a 
judicial career system that would require judges to be selected by merit. 

After suffering near decimation during the violence of the early 19801s, the 
lahr nmement, with A.I.D. funded assistance, is now resurgent. By December, 
1987, there were 150 trade unions and employeesg associations in El Salvador - 
a figure that represented 19 percent of the labor force. Eleven of 14 private 
sector labor unions now have negotiated and signed collective bargaining ' 

contracts  with t3)ei.r employers. A.1.D. support has been channeled through 
AImD to train union leaders to organize and educate their constituency, to 
help unions provide disability training, and masonry training. since 1986, 
aver 15,000 union members have participated in AImD-sponsored training 
courses. 

The judiciary system is one of the weakest elements of the democratic 
institutional structure. The institution suffers f m :  a politicization of 
the selection of judges at all levels, corruption, undue influence 
(particularly through intimidation exerted by the military and elements of 
both the extreme right am1 l.cft), a weak human resource base, and insufficient 
fund incj . 



Judicial reform has been the oenterpiece of A. I.D. assistance efforts to El 
Salvadorls democratic institutions. ~inancing has been pwided to train . I judges, justices of the peace, and adrmJllstrative personnel, d to finance a 
separate administrative office in the Supreme Court for a t m p r a r y  court: 
center for San Sdlvador. fie Mission has also stp~~"-ted the establkhmnt of 
the Cosrrmission on Investigations, which has created a civilian wedge in the 
otherwise military-dcxninated police forces. 

on balance, demcratic processes in El Salvador have limpruved measurably wer 
their status in the late 1970's. Hwwe.r, all of El Salvador's democratic 
institutions are fragile. They must be stnmgthened if they are to play their 
assigned role of serving the general populace and, engendering a sense of 
confidence in the democratic system. 

1. Social/Cllltmal cm&mhts. A ~ t a l  problem is the lack of 
consensus among sectors of society on values which should take p~~ over 
personal inte&ts, monetary and concentration of power- For example, 
corruption in the judicial system affectrs the impartiality of the system and 
impedes the formation of consensus that reform is necessary. Decisions are 
made on the basis of political or personal rationales, or even bribes, as a 
matter of common practice. 

Social and political polarization also has made the stmqthening of 
democratic institutions difficult. In the demorratic labor mavement, mutual 
distrust of labr and management makes collective bargaining hard. Physical 
m t s  from the political right and left impede judges1 ability to make 
decisions based on the law and discourage witnesses and prosecutors ~ K W I  
participating in the process. 

2. Pblitical -. Folitical dependency has had a detrimental impact 
on the Judiciary as lack of a judicial career system has resulted in the 
politicization of appointments-and opened the system to corruption. 

The military and the extreme right or the extreme left, unduly influ- the 
appli&tion of the law. Wers  have gone unpunished, bringing severe 
denunciation of the Salvadoran judicial system by the autside world. 

The fact that military officers have yet to be successfully prosecuted for 
a m m i t t i n g  serious crimes, including human rights abwC~s, must be counted as a 
failux? of the judicial system. The militaryls legit ;e need to pursue its 
objectives at times conflicts with the legitimate wed of Salvadoran society 
to gumtee due process under the law to all. 

3. lhstitutional Constraints. Poor administrative procedures, inadequate 
financial management, and a lack of adequate information systems make 
institutions vulnerable to political maneuvering. Poorly trained court 
administrators cause unnecessary delays in case handling. The National 
Assembly lacks the data center and library facilities that would enable its 



numbem and their staffs to generate data, conduct analyses, and draft 
appropriate legislation. Absenoe of fhmcial management skills reflllt in 
inefficient utilization of scarce resources. 

4. ~inancial c b m t d m k .  Irrw salaries are one of the root causes of the law 
quality of judges and other personnel attracted to the profession, and of 
their susceptibility to bribes. 

~inancidl constraints on the legislature W p  that body f m n  e s t a b i w  and 
mintaining an adequate technical staff and building its resource base. me 
electoral process is dependent on A.I.D.'s support and once that -rt 
stops, funding constraints could restrict the CCE1s ability to continue the 
process it has so successfully put in motion. 

und-i.~q hinders the ability of the police to investigate cases and 
pmsent adequate evidence to the courts. Without good police work, the system 
breaks down completely. Both the Attorney General's Office and the Public 
Defender's Office are severely limited in what they can acccnnplish because of 
a lack of funding. 

C. Target Gmupandstratesy 

While all members of Salvadoran society will benefit from improvements in the 
judicial system, human rights protection, a democratic labor muvement and an 
honest, efficient legislative p e r ,  sane groups will receive specific 
benefits: 

- current and potential members of democratic labor unions, the judicial, 
and legislature systems. 

- current and potential future victim of human rights abuses. 

- Those who, bemuse of a lack of influence, social or financial position, 
cannot receive due process due to the nature of the judicial system. 

- The voting public (historically disenfranchised) who naw and in the future 
will participate in a freer, m01-e open electoral system; and those who, 
because of civic education efeorts, will be more capable of participating. 

Significant, immediate impact is simply not probable. We can and will 
however, continue to push on the constraints discusxi! above, thereby 
contributing to their eventual resolution. The majority of our efforts for 
now will be directed at human resoure and financial oonstraints. As 
tangible, albeit modest, impmements in El Salvador's basic institutions are 
made, expectations on the part of Salvadorans that democratic institutions can 
work will, hopefully, result in an increased reliance on them and, over time, 
in the attainment of the fundamental attitudinal changes necessary for a 
stable democracy. We will also continue to encourage popular participation in 
decision making at the local level, and activities, such as civic education 
and CLASP scholarships that build popular support and understanding for 



democratic ideals and proaesses. rxlring the CES time frame there will be an 
increased emphasis on policy dialogue to achieve an hcrease in the ordinary 
budget resmmes for the judiciary. 

Within the judicial sector, our basic program will continue to upgrade the 
quality and effectiveness of three of the institutions that m the foundation 
of this sector: the court system, the Attorney General's office, ard the 
Public Defender's Office. These activities (largely training and ecpipnent: 
pm3mses) will be expanded and efforts will be made to institutianalize 
training programs. Specific program anas will include: activities aimed at b 

law schools to build in a greater concept of ethics at the formative stage of 
lawyers; a complimentary effort with attorneys1 associations; establishing an 
ethics office ard moving to a full-time judiciary. By the end of the C E S  b 

period these activities plus funding for the Public Defender's Office and the 
Attorney General's Off ice, including its Human Rights Division, should be 
incorporated into the regular budget, to ensure their continuity. 

Thus far, A.I.D.has addressed the police side of the judicial system equation 
by creating and providing support to the Carmnission on Investigation. 
Although A.I.D.'s authority to finance this activity has expired, we do 
recognize the importance to upgrading the judicial system. A c c o ~ l y ,  
amangements have been made to transfer nzqonsibility for assistance to the 
Cdssion to the Departments of State and Justice. U.S. gw-t support 
to imprwe the capbility of the police force will continue but through a 
different channel. 

In the area of the democratic labor ll~~ement, continued support will be given 
to the on-going efforts of AImD to train leaders ard members of ru ra l  and 
urban unions in basic union management and organization. Also, the successful 
AImD program of union/management joint efforts in jab skills trai~xhg will be 
increased. Both of these activities are designed to wemom fhlcial and 
human resoume constraints which impinge on the grcrwth of the labor movement. 

Prograrmnatic efforts will be made to werw~me the polarization and mtual 
distrust between mgement and labor. The human res- of the Direxion 
General de Trabajo in the Ministry of labor, which has the legal mardate for 
facilitating collective bargaining, will be upgraded. Labor and management 
will be brought together wer less controversial issues, e.g., 'the ,safety of 
the workplace, and once dialogue and cooperatior. is established, on issues of 
a more controversial nature, such as wages. 

We will undertake policy dialogue with the government, the legislature and the 
private sector in an effort to .have the labor d e  revised so as to streamline 
the enforcement process with respect to labor cases and a general 
strengthening of the democratic labor mavement. 

We will launch a major new initiative to strengthen the Lqislative Assembly. 
Key will be policy dialogue aimed at. ensuring that sufficient resources are 
pmvided to the legislature to permit it to hire permanent staff. Project 
assistance will train this staff, and expand the data rater/library. 



m e  Mission will actiwely pmmote thruugh training, trips, em., for 
legislators, and the public, the need to reintroduce the widespread tea* 
of civics. 

Regarding the electoral prooess, we will continue tm enoourage ordinary budget 
support for the Central ~lections Council to pennit, it to imprwve the 
electoral pmoess, particularly in registering vaterr;. Wing election years, 
we will also pmide support for international election observers as 
necessary, and will facilitate training by CAPEL on voting procdwes. In 
off-election years, emphasis will be placed on -let* the vater registry, 
which ultimately anild be used as a basis for a national. registry. Voter 
education activities will also be carried out in off years, and efforts will 
be made to educate the political parties in organizational methods. 

We will continue to provide local currency budget and technical assistance 
support to the Governmental Human Rights ~ s s i o n .  This institution plays 
an important mle in beginning to make Salvadom in all sectom aware of 
their rights to basic due process, and of the detrimental effects to their 
society of human rights abuses. 

With imprwenents in the judicial, legislative and electoral systems, 
Salvadorans in all walks of life should begin to develop confidence in the 
ope-rations of these constitutionally- mechanisms to resolve their 
differences and to rnake their opinions Icnuwn. The impact of refom in these 
ar-as will be greater on people at luwer socio-econdc levels (a majority of 
the population) . 
Under the present system, the poor and those without influence are 
second-class citizens. They are more likely to languish in jail, not receive 
access to legal representation, or simply not receive equal treatment under 
the law. m e  democratic initiatives program will work to redress this 
imbalance. 

Similarly, efforts to strengthen the demxratic labor muvement impact strongly 
on people at lawer incame levels, showing them that workers too have rights 
and obligations. 

The impact of improvements in the electoral system will be felt nationwide, 
but those who w e r e  formerly disenfranchished or who had no other option than 
to participate in an undemocratic and more corrupt political system will feel 
the impact of the benefits in greatest measure. 



- An qgrading in  the quality of juiges, as a resu l t  of training, merit 
selection and judicial career l a w ,  and a general upgrzlding of the 
standarcls of lawyers and the bar associations. 

- 600 judges, justices of the peace and other court personnel w i l l  receive 
training to upgrade their skills. 

- 2,700 people w i l l  receive assistance f m  the Public Defenders Office. 

- Improved adninistration of the court system, particularly the management 
of cases. 

- Improvements ~ J I  the penal codes, which should, in turn, result .in impruved 
processing of cases. 

- strengthening of the Attorney General and Public Defender's functions, 
w i t h  resulting impruvements i n  defense of the poor. 

- Greater expectations 3n 1-he part of Salvadoran society that the judicial. 
system can and must operate more effectively and fairly.  

- 5,600 prsons aided by the Human Rights C d s s i o n  to resolve camplaints 
or  redress grievance . 

- Improvements in the working relationship between labor and management. 

- Increasing the  ab i l i ty  of the democratic labor unions to  prwide for the 
needs of t h e i r  menbexs and a parallel weakening of the  m-d-tic. 
labor movemmt. 

- 280,000 democmtic labor union mrbem w i l l  have received training and 
support through Arm. 

4. Iegislative Reform and Strengtheninq 

- Ass i s t  the  legislature t o  acquire the capacity t o  independently analyze 
and draf t  legislation, and, thus, tc assume a role equal t o  tha t  of the 
executive in the functioning of the government. 

- 60 legislators and 60 alternates w i l l  receive training in the legislative 
L process. 



- civics education, gmatly hctx~~~ing the awamass by Salvadorans 
of the role that the legislature am3 other branches should play in a 
democratic society. 

5. the El- System and Citizen Participation 

- Institutionalizing the pmcedmes for carrying out free and fair elections 
and the concept ,chat all citizens have a right: and obligation to vute. 

- Introduce civic education into public school curriculum. 



The expansion of o+Ale.r donor participation in El Salvador is vital to the 
accolnplishment of a-~y strategy designed to put the country back on the path to 
economic growth. We estimate that, even taking into consideration timely GOES 
action on difficult macmeconomic policy reforms, the GOES trade deficit as a 
percentage of GDP will remain constant at around 9-10 percent. In absolute 
terms, it would reach about $870 million by 1992. Some $200 million in 
financing, in addition to planned A.I.D. levels, must be secured frcnn external 
sources to help '11 this gap. 

Although the IMF continues annual discussions with the GOES 9n economic 
policy, there has been no Fund program in place since 1983. IBRD, while it 
has provided funding for school construction and for earthquake 
reconstruction, is not a significant contributor to El Salvador at this 
point. Both organizations are reluctant to expand their assistance given this 
comtryls macmecondc situation. While some of the mratary and fiscal 
targets of the GOES were met during 1987, neither the F'und nor the World Bank 
see the actions taken to date as sufficient. Both a m  concerned abcp~c the 
current negative interest rates, the overvalued currency, the effect of price 
controls on invatment and pmduction, and the general state of public sector 
finances . 
The ~ntzr.??!xri.can Development Bank is financing projects, on a limited basis, 
in the areas of health and municipal planning and has been a sizable 
contributor for infrastructure projects. In contrast to the macroecondc 
concerns of the IMF and the World Balk, the reluctance of the IDB and many of 
the bilateral donors to expanding cssistmce ap- to be based upon the lack 
of efficient management and adbnhistration by the GOES in the execution of 
projects. Tne level of resouzc'es which " h e  donors presently prwide, while 
considerable, is nmhere near s r f  ficient to meet the muntryls needs for 
repair, maintenance and construction of basic infrastructure for electricity, 
water, sewage, roads, bridges, airports or seaports, or for the apmsion of 
critically needed programs in health and education. 

The A. I. D. strategy for enmuaging other donors to expand their financing for 
El Salvador addresses two constraints: the present macmezandc policy 
environment and the inecficierlt management and administration of programs by 
the GOES. The strategy seeks to create the conditions which will attract 
other donors to this country once again. We see the *licit aclmowledgement 
of a fiscal and monetary tlhouse in orderft which an IMF arrangement confers 
upon a country, in addition to the value of the standby itself, as an 
essential precondition to the return of many cammercial financial 
institutions. An IEBD structural adjusbnent loan would also be of great 



assistance in meeting El Salvadorls needs, particularly in view of the 
likelihood of a decline in U.S. resource flaws wer the next five to six 
years. Our extensive macroeconomic policy reform agenda is directed at 
enmging the GOES to die the fiscal and monetary adjustments required to 
stabilize the economy. me success of these reforms should provide sufficient 
incentive to attract the IMF andl World Bank back into El Salvador. 

To address the second constraint to expanded other donor activity - 
inefficient management and administration of projects - we will continue to 
accelerate our efforts to improve the accounting, auditing, and financial 
control and management systems of the GOES institutions involved in 
administerhg A.I.D. dollar-funded or local currency projects. In addition to 
improving management of activities financed with U.S. funds, the implementation 
of other donors1 projects will benefit as well, and, as implementation 
improves, the nurnber and magnitude of projects which other donors are willing 
to undertake should increase. 

The Missionls policy reform group, (PEEG) , which will be the working-level team 
in contact with the GOES on the policy reform agenda, will also be the point 
of contact with the technical teams f m  the World Bank who are working on a 
new economic memorandum for El Salvador and with the DF teams who are here, 
periodically, on Article IV consultations. 

While the Mission can provide a cammunicatiors link with the other donors at 
the country level and keep them appraised of progress on economic reform and 
inpmed project implementation on the part of the GOES, this level of 
camunication may not be sufficient. Upper management i .I the LAC Bureau must 
accept the responsibility for applying regular high-level pressure on the 
donor institutions to initiate apmded programs in this country. 

We do nut see any near-term pmxpcts for the creation of a Consultative 
Group. However, if we receive the necessary support f m  AIDFJ on negotiating 
the policy reforms with the GOES, conditions should be favor&le for the 
oqanization of sud~ a donor group by 1991 or 1992. In the ]reantime, we will 
work with the GOES to create a policy and management envw=t conducive to 
an increase in activity by individual donors and then m e  taward prcPnotion of 
a formal Consultative Group. 

USAID/El Salvador is in the process of adjusting its system for nmagement of 
host country awned local currency (HmIX) . The Mission's adjusted system of 
H a 3 K  pmgmdng will begin in FY 1989. It will restruchme Mission and GOES 
responsibilities, and make it easier to meet A. I. 5. 's HOOIL: policy objectives 
of: enhancing the GOES1 capacity to design and m e  dwelapnent prugrams, 
furtherins USAID and US gavemment policy objectives, ensuring appropriate use 
of funds, and maintaining flexibility so as to maximize developrental impact. 
The system will holve a switch fram the ~urrent emphasis on the project 
specific programming mode to a more varied pxapadng mode which will include 
the three principal prqmmhg alternatives (general budget support, sector 



or sub-sectoral support, and projects or specific activities) suggested in the 
new Agency and LAC Bureau HCOLC guidance. The Mission is making this 
adjustment to: increase the GOES role in HCOLC decision making and management, 
reduce A.I.D.Is accauntability and vulnerability and eventually, but not 
immediately, relieve the Missionls HCOIC management burden. The new 
management system will go into effect on an experimental basis beginning with 
the FY 1989 H a L C  program to be negotiated with the GOES in cY 1989. 

Under the general budgetary support approach, the GOES and the Mission will 
jointly program HCr>ILI funds for general support of the GOES1 budget. This 
lrechanism will be used when the Mission can establish a credible linkage . between the HCOUS budgetary support and A.I.D. developmental objectives. 
A.I.D. guidance on programming and design, imglementation, monitoring, 
accounting and reporting, evaluation, and remedy requirements will be 

C follwed. In the past two years, approximately SlOO million (US $20 million) 
was provided from H C O K  to the GOES for general budget su~pprt for the GOES 
O r d i n a r y  Wldget. This approximate level of funding is projected to continue 
during the C E S  period. 

The major new approach to joint programming of H a L C  with the GOES will came 
in the area of sector or sub-sectoral support. Up to naw, the Mission has 
,primarily p r o g r m  in a project specific mode requiring intensive monitoring 
h order to camply with accountability requirements. Beginning with the Fy 
1989 HCOU3 program, the sectorial mode of programming will be introduced. 
Under this approach, decisions on what can be funded will be based not on 
project specific juligments, but on reviews.of the proposed sector program 
content, types of activities, overall quality and developmental impact. 
A. I. D. H C O E  guidance on programming and design, implementation, monitoring, 
accounting and reporting, evaluation, and remedy requirements will be 
followed. Current thinking is that the GOES and USAID will agree to assign 
set amounts of HCOLC to support sectoral (sub-sectoral) activities in same of 
the following areas: education, health, agriculture and rural development, 
infrastructure and regional development, private sector development, and 
counterpart to other donors (note: this is an il.lustrative list) . For each 
participating sector, the GOES will, as part of the H C O E  negotiations, agree 
to a series of sectoral objectives, similar to P. L. 480 self-help measures. 
Sectors may be split into -ral programs, for example, under the 
private sector program there will be a sub-sector titled financial sector 
support. 

There are a number of HOOLC funded activities, which for reasons of importance 
to meeting Mission objectives or political sensitivities, will remain as 
projects or specific activities. Illustrative item in this category include: 
counterpart funding to A.I.D. projects, funding for audit and compliance work, 
funding for specific activities such as OONARA, Chalc~tenango, ISDEM, the FZree 
Zones and the Land Bank. For activities of this sort, the Mission will make 
the extra effort to assure itself that these activit'es have been designed in 
accordance with acceptable technical, financial , acoo~mting, adhninistrative, 
and ernrironmntal standards. Funding for these activities is apeckd to 
continue at current levels. 



Movirig to a new H C O E  mnagement approach, which emphasizes the sectoral 
approach will help the Mission relieve same of its management burden t d  
the middle and end of the CJXS period. The total number of GOES management 
units requiring direct USAID management supervision will dmp, as will 
A.I.D.'s accountability and vulnerability for H a L C .  The GOESv role in HOOLIL: 
program planning and management will increase and impme during the ClXSS 
period. 

-Fa - . ?he increasing economic participation of wmen is one of the most 
E t  changes in latin America in the past 20 years. W a n w  are entering 
.- ' .  mr force as a result of increased rural to urban migration, gxreater 

a m u c  presflll-es on households due to recession and falling real wages, 
increased incidence of households headed by warnen, and increased demand for 
unskilled and semi-skilled workers in certain sectors. These modern trends 
add to the body of evidence which indicates that, in several sectors, warnen 
have played a much more irrp?ortant role in daily e c ~ n d c  activities in the 
household throughout history than was camonly believed. For example, wcrmen 
participate directly in the production, harvesting and mark~ting of food crops 
in El Salvador's agricultural sector. W o s n e n  form the majority of 
mer/operators of microbusiness in the country's urban private sector. 
Women take the hausehold lead in addressing health issues. 

%he principal concern of the Mission aver the last six years has been aiding 
in trying to stabilize the economy and providing the basis for sustained 
econcnnic grawth. m e  program has been implemented in an ernrbmmt  of a 
guerilla-based civil conflict and intense government intervention in the 
production, marketing and financial sectors of tho, econcany in hopes of 
diffusing the causes of that conflict. This atmsphere of war and civil 
unrest has irhibited the Mission fram incorporating gender considerations to 
the degree which it would have preferred in the design and dwelopent of 
programs and pmj=ts. 

Nonetheless, Mission projects have had positive impacts on warn in several 
areas. For example, wamen have received increased -rt in the more 
production-oriented agricultural projects. Appro~dmately 35 peroent of loan 
recipients in Mission-mpported small business programs have been wunen. 
Woanen workers have ccpnprised the largest proportion of new enployees in 
Mission-stimulated industrial dwel-t and industrial mntraditional export 
progranrs. The Missionls health, nutrition and family planning pmgrams have 
targeted women and children as the primary bePlef iciaries. 

IJnfortuMtely, our data base as presently stsudnured, is unable to extract 
disaggmpted data to quantify and qualify gender impacts. H m w e r ,  during 
the early years of the CWS period, the Mission will install an inpruved data 
system f m  which to design p- and projects. 



Although warnen participate and contribute in all econamic activities in 
society, various cultural barriers exist within the mindset and actions of 
most mmbers of Latin societies. This affects the general treatment of wumen, 
but also impacts on specific project interventions employed by A. I. D. , such as 
credit programs and receipt of technical assistance. bcal implementing 
institutions are subject to the same .inertia, cultural. pressures, and 
prejudices present in the rest of society. 

strategy. The Mission will integrate gender considerations into all 
applicable phases of its program. The main objective will be to expand the 
data base marding gender issues so that new profpamatic and project 
interventions will more accurately reflect the situation in El Salvador. 

wing the CCISS period, we will take the following actions: 

1. Sensitize Mission staff to gendex considerations by conducting a WID 
conference in El Salvador early in the C E S  time frame. 

2. undertake suweys, ongoing svweys and compile exist* information 
to fonn a reliable gender disaggnqated data base. These information 
tools will identify current constraints to the participation of men ard 
wmm in Mission-financed activities. Key data variables to be 
illuminated include allocation of labor, sources of incame, household ' 

expemditures, and access and control of resources. 

3. Integrate gender concerns into new macro, sectoral and project 
intewentions . 

4. Specify WID objectives, targets and performance indicators in each 
applicable sector. 

These efforts will alluw us to incorporate gender considerations and measues 
in new project designs and will wrenre monitoring and evaluation of prPposed 
activities by including gender disaggmqated guidelines for study. 

Ihe Mission will encourage host country counterpar& and implementing 
institutions to adopt measmes to stimulate participation of wanen, thrcnqh 
guidance, technical assistance and training. 

The WID representatives will establish relationships with host country 
institutions and r e s d e r s  who have the potential to provide a better 
understanding of WID concerns in El Salvador. We will make a concerted effort 
to strengthen WO ' s as implem~tors of WID activities. 

In June of 1989 a new GOES administration will take office. It will be faced 
irranediately with the enonnous task of dealing with the politid/military 
problem of the immyent movement, stabilizing a shaky econany, initiating 
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major economic reforms in pursuit of growth, prwiding employment 
opportunities and social services to the needy, and strengthening incipient 
democratic institutions. 

&th the institutions and the personnel of the GOES are ill-prepwed for such 
a challenge. In the past, inef f icient use of resaurr=es, hcaptence and 
featherbedding have been camon characteristics of the bureaucracy here. 
Potential increases in financing by other donors has not been forthcuming due 
to the poor record of some government institutions in implementing both their 
uwn and other donor-f inanced projects. 

Financial! ylicy, institutional and political constraints have kept the GOES 
f m  rectifying its human resource problems. The GOES has few discretionary 
funds available to increase the rnrmber of skilled technicians ard 
professionals and pay scales are lw. Austerity measures to control public 
spending, while needed, have impacted on the GOES'S ability to train its 
existing people or hire new ones. GOES ability to reduce public sector 
recurrent costs or reallocate resources is hampered by t h ~  fact that almost 
all these resources finance salaries. Cutting these expenditures means laying 
off larye numbers of public sector employees - a politically untenable 
position. In addition to these constmints, El Salvador's educational 
institutions are not producing graduates with sufficient skills and training 
to upgrade the public sector, especially in the areas of middle and senior 
level management. 

Given this difficult situation, the A. I.D. Mission has prwided assistance to 
selected ministries for decentralization of management, personnel training and 
technical assistance to strengthen control systems, management methods, 
auditing standards and management information systems. We consider such 
imprwvements inperative if: 

1. The GoEs is to meet its responsibilities in managing A.I.D. and other 
donor pmgmms ; 

2. Other donors are to increase the lwel of assistance to El Salvador; 

3. The GOES hopes to be successful in its e c o d c  mcmery and in 
progressing on its social reform a m .  

Over the CD6S period, the Mission will pick out key ministries where we can 
conoentrate our management hpmvem~t assi~4mce and interventions. Ihe mix 
of interventions will include assistance in GOES: prngram develapnent, 
(training and technical assistance to develop a solid data base and strong 
pblic sector analyticdl capabilities) , program hplementation, monitorhq and 
oontml, as well as pmject administration. Thus far, the Mission, thrtugh 
the local c u .  pmgram, has prosnoted 51 external audits of GOES agencies 
who are hplemnting local cvrrwcy projects to assum that acWnistx'2~tive and 
financial controls are in place, or if they are not, that they a m  put in 
place before the agencies receive additional local cunrency for activities. 
The aim is to have a modern system of fiscal contml in place and operating in 



all GOES entities to which we directly disburse local currency. These 
entities are the Ministry of Planning's Technical Secretariat for - m l  
Financing (SETEFE) , The Central Bank and the Ministry of Finance. As a second 
step in the process, SETEFE will certify, on the basis of the audits of the 51 
GOES institutions, that these have tkE! capacity to properly manage and account 
for local curency resources assigned to them. 

sETEFE has designed a training plan for the personnel of implementing agencies 
who work in ths areas of financial control and planning. Projected areas of 
involvement include: macro-economic planning and analysis, promotion of 
exports and private sector strengthening, agricultural productivity, 
decentralization of health and education servic=, improved financial 
controls, improvements in budgetary manag-t, improved fiscal management and 
improved auditing and accounting functions. Interventions will be tied, for 
the most part, to U.S.A.I.D. programs and projects. ?he Mission will work . with the GOES on macropolicy agenda level item but. most interventions will be 
at the program and project levels. 



The El Salvador assistance program is large and anprehensive. To help 
explain its size, scope and targets, the resource tables that follow 
disaggregate the program in three different breakouts to help the reader 
understand what areas are being worked in, who is being reached and for what 
objective . 
Each of the three tables that follcw has three breakouts. The first breakout 
is by general sectors of A.I.D. activities. Over the CDGS period, an 
estimated 36 percent of all available resources (DA, ESF and LC) will go for 
agricultural and rural development sector activities such as: irrigation 
projeds, coop and fanning projects, rural electrification, the National Plan, 
municipal developmmt, the Land Bank, construction of rural roads. An 
estimated 17 percent of all resources will fund health and population projects 
such as: family health sewices, family planniry, potable water, support to 
health N O S .  Eleven percent goes for educational activities such as: 
continuing efforts to rebuild educational infrastructure and to stmngthen the 
quality and quantity of education services, continuation of the CLASP 
program. Thirty six percer3t of resources will go to build up El Salvadorls 
private sector and for other activities such as: free zone developmnt, 
credit lines, financial sector reform, export pramotion, industrial 
stabilization, micro and small enterprise development, judicial reform, 
strengthening the Legislative Assembly, and free labor development. 

The second breakout tlBeneficiaq Considerationstt is a different way to examine 
the ilse of these same resources. There are three beneficiaq categories: the 
first two are social programs and productive programs that directly benefit 
A.I.D.Is target groups, for example activities in health, education and small 
business development; the third category is productive programs that impact on 
all society, i.e., programs targeted for econamic gruwth benefits, without a 
direct A.I.D. target group linlc, such as free zones or industrial credit 
lines. This breakout gives the reader a feeling for who will benefit fram 
A.I.D.Is activities; and it sham that more than half of all funding (58 
percent) will go to benefit A.I.D.'s target group of low income families with 
assistance for: health s-ices; potable water; roads, bridges and electrical 
service; education; family planning; judicial reform; free labor development; 
access to land; and other kirds of social services. 32 percent of resouties 
will be used so that A.I.D. Is tarqet group can participate more fully in El 
Salvadorls productive activities via programs such as: agric. reform 
financing, agribusiness and ccpmnerr=ial farming via cooperatives, small and 
micro b~lsiness dwelopent activities. Ten percent of total reso- are not 
specifically aimed at A. I. D. Is law incoane target group (although they may 
benefit from the activities) for programs for industrial stabilization, export 
pmmotion, free zones dwelcpmmt and the like. As the tables show, the 
overwhelming majority of reso- ga directly to A.I.D. 's taxyet group. 



me third breakout is the Action Plan breakout by Goals and Objedives wing 
the FY 1990 - FY 1991 format. Viewed this way, 27 percent of total msowas 
w i l l  go for e c o n d c  and social stabilization to meet the objectives of 
stabilizing the financial structures (6 pement) and expanding infrastructure 
(21 percent). Forty-eight percent of resources w i l l  go for long-tern growth 
and i t .  objectives of increasing agricultural production (13 percent), 
strengthening the private sector (24 pement) and prcgnOting exp0r-b (11 
percent). l3denty-nr.e percent of resouces w i l l  go t o  spread the benefits of 
growth by working on the objectives of family planning (4 percent), health and 
child m i v a l  (9 percent) and education (8 mt) . Four pexcent of 
resources w i l l  be used t o  s t m e n  democratic initiatives. 

Fut together into a summary table, (see Table h Environment for Welopent  
section) , the JX, ESF and LC figures paint a picture of an A. I. D. program that 
emphasizes grcwth and reaches the target gruwth. The figures shaw a balanced 
program with its eye on the target group and major emphases in the areas of 
agricultural, private sector, health and population, and education 
dwelopmnt. Keep in mind that these amunts a m  considered to  be the minimum 
levels needed and that adjustments w i l l  obviously be needed given unforeseen 
earmarks, evolving realities, and changing needs and opportunities. 

Econdc Support Funds (ESF) are given special treatment in  the tables. These 
funds are split into two categories: the 75 percent that is non-projectized 
and goes for cammodity purchases, and the 25 percent that is pmjectized and 
goes to  fund Mission pmgrams and projects. The 75 pemmt category is listed 
a t  the bottm of the ESF table as a separate line item. mese funds are not 
p ~ p m j e c t i z e d  so they are not included in the three b-ts because 
doing so skews the tables and misrepresents progranrmable resowas. Their 
impact is ma-ndc and f e l t  across a l l  sectors of the econany and 
society. The 25 percent category is pmjectized and is included in the three 
bmabuts. This 75 percent to 25 percent sp l i t  is a Congressional earmark 
assumed to continue through the CW3 period. 

Host -try C)wned Imal aurenCy is generated by the unprojectized 75 peroent 
of ESF funds and these funds plus P.L. 480 T i t l e  I generations make up the 
msomes broken out i n  the local aurency table. 



I. Sectors 
Agric. Rural Dev. & Nut. 
Heel t h  & Pop. 
Education 
Pr ivate Sec. & Hisc. 

TOTAL 

PI anned Uses o f  Devel opnent Assistance (DA) Funds 
Broken Out by Sectoru, Beneficiarios Considerotions, 

Action Plon Objectives 
LOSS PERIOD 

( M i  1 l ions o f  US Dol Lars) 

FY 1990 F Y  1991 F Y  1992 FY 1993 F Y  1994 TOTAL 
X S  X s X S X 0 X S X 

11. Beneficiary Considerations 
Target Group Social Programs 45.3 58 40.8 51 47.8 60 42.0 53 41.5 52 217.4 54 
Target Group Productive Programs 22.6 29 2n.2 35 24.7 31 29.4 36 29.3 36 134.2 34 
Al  l Society Productive Programs 10.1 13 11.0 14 7.5 9 8.6 11 9.2 12 46.4 12 

TOTAL 78.0 100 80.0 100 80.0 100 80.0 100 80.0 100 398.0 100 

111. Action Plen Goals end Objectives 
Econ. and Soc. Stabi l i z a t i o n  
-Objective 3-Stab i l i ze  Fin. Strucs. 
-Objective 7-Expand Infra. 
Long-Term Growth 
.Objective 1-lncreose Agr. Prod. 
-Objective 2-Strengthen Priv. Sec. 
-Objective 5-Promote Exports 
Spread Benefi ts o f  Growth (*I 
-Objective 8-Family Planning 
-Objective 9-Health & Ch i ld  Surv. 
-Objective 11-Education 
Strengthen Democratic I n i t i e t i v e s  
-Objective 12-Streng. Democ. Insts. 

TOTAL 

(*) Housing i s  not shoun as a seporate object ive (No. 10) given the modest amount of funding proposed, see narrat ive 
f o r  more information. 



Note: This i s  the 25% o f  
Balance o f  ~ a & n t s  Support 
t h ~ t  i s  projectized. 

I. Sectors 
Agric. Rural Dev. & Nut. 
Health & Pop. 
Education 
Pr ivate Sec. 8 Hisc. 

TOTAL 

Plannod Uses o f  Economic Support Furlds (ESF) 
Broken Out by Sectors, Denef f c i a r i es  Consldertltions 

Action Plan Objectives 
CDSS PERlOO 

(Hi 11 ions o f  US Do1 Lars) 

FY l W 0  FY 1991 FY 1992 FY 1993 FY 1994 TOTAL 
s X s X s % s X s % s %. 

I I. Beneficiary Considerations 
Target Group Social Programs 15.6 38 29.4 75 19.9 71 22.8 91 20.0 100 107.7 70 
Target Group Productive Programs 25.9 62 9.6 25 8.1 29 2.2 9 45.8 30 
A l l  Society Productive Programs 

TOTAL 41.5 100 39.0 100 28.0 100 25.0 100 20.0 100 153.5 100 

111. Action Plan Goals and Objectives 
Econ. and Sac. S tab i l i za t ion  
-Objective 3-Stab i l i ze  Fin. Strucs. 
-Objective 7-Expand Infra. 
Long-Term Grouth 
-Objective 1-Increase Agr. Prod. 
-Objective 2-Strengthen Priv. Sec. 
-Objective 5-Promote Exports 
Spread Benefi ts of  Grouth 
-Objective 8-Family Planning 
-Objective 9-Health 8 Chi ld  Surv. 
-Objective 11-Education 
Strengthen Democratic I n i t i a t i v e s  
-Objective 12-Streng. Democ. Insts. 

TOTAL 

Won project ized Balance o f  Payments 
Support (75% o f  t o t a l )  143.5 116.0 82.0 75.0 59.0 475.5 
TOTAL ESF (Includes proj .  25% 185.0 155.0 110.0 100.0 79.0 629.0 

broken out above and the non-prof. 75%) 



planned Uses of Local Currency Generations (ESF and P.L. 480 T i t l e  I) 
Broken Out by Sectors, Benef i c i a r i e s  Considerat ions 

Action Plan Objectives 
CDSS PERIOD 

(Mi l l i ons  o f  US Dol lars)  

FY 1990 FY 1991 FY 1992 F Y  1993 FY 1994 TOTAL 
S X 8 X S X S X S X S X 

1. Sectors . Agric. Rural Dev. & Nut. 

Health & Pop. 
Educat i on 
Pr iva te  Sec. & Hisc. 

TOTAL 

11. Benef ic iary Considerations 
Target Group Social Programs 93.6 57 80.6 60 57.8 60 51.0 57 33.8 47 316.8 57 
Target Croup Productive Programs 54.0 33 40.2 30 28.5 29 25.8 29 25.1 35 173.6 31 
A l l  Society Productive Programs 15.9 10 13.2 10 10.7 !I 12.2 14 13.1 18 65.1 12 

TOTAL 163.5 100 134.0 100 97.0 100 89.0 100 72.0 100 555.5 100 

111. Act ion Plan Goals and Objectives 
Econ. and Soc. Stnbi l i z a t i o n  
-Object ive 3 -Stab i l i ze  Fin. Strucs. 
-Object ive 7-Expand Inf ra.  
Long-Term Growth 
-Object ive 1- Increase Agr. Prod. 
-Object ive 2-Strengthen Priv. Sec. 
-Object ive 5-Promote Exports 
Spread Benef i t s  o f  Growth (*) 

-Object ive 8-Fami l y  Planning 
-Object ive 9-Health & Ch i ld  Surv. 
-0bject iwe 11-Educntion 
Strengthen Democratic I n i t i a t i v e s  
-Object ive 12-Streng. Democ. Insts. 

TOTAL 

A.I.D. Operating Expenses 15.0 17.0 15.0 13.0 12.0 72.0 

TOTAL LC PLANNED USES 178.5 151 .O 112.0 102.0 84.0 627.5 

(*) Housing i s  not  shown as o separate object ive (No. 10) given the modest amount o f  funding proposed, see nar ra t i ve  

f o r  more informotion. 



Annex C -- 
PERSONNEL TABLE 

Does not include 4 I D I s  for FY 1990. 

The Mission believes that the personnel levels specified above are me 
absolute m i n i n u n  w i r e d  to design and hplement our program a t  the 
assigned APPL levels. Hmever;there is a problem w i t h  the mix of the 
staff. Given the size and complexity of the USAID/El Salvador portfolio, 
w e  believe that  an additional 15 US direct hire p o s i t i o ~  are needed. 
This increment would permit the Mission t o  replace a large percentage of 
our current cadre of PSCs with experienced A. I. D. personnel, which would 
contribute to increased continuity in program management. 

I f ,  as  argued previously, msowces a w e  the APPL levels were to  be 
prwided (i.e., a straight l ine of ESF resowcxs a t  the FY 1989 $185 
million figure) then the pemonnel requirement, w i l l  have to be revised 
- 0  

The mt critical monitoring and hplementation problem of the Mission at 
th i s  time is a result of the gruwth i n  the number of projects i n  the 
local currency program and the hcmasingly detailed monitoring required 
during the i r  hplemerrtation. n'lere are currently 80 management units in 
the local currency portfolio which together make almost an impossible 
demand on the staff for administrative processing and monitoring. The 



Mission plans to follaw the new A I D f l  guidance on sectoral and 
subsectoral progranrming of local curremy funds to bring the number of 
activities down to a manageable level. 

l3eginning in EY 1989, using a sectoral rather than a pmjectized amroach 
to local currency programming, we expect to bring the number of 
management units down fram the current 80 to about 30 units. On the 
Devel0pm-k Assistance side, we are a'itenptirrg to eliminate those 
projects which a .  periph-1 to our strategy and mderbke fewer, h t  
larger, project starts. 

This sort of consolidation of the very large program will enab1.e us to 
reduce our personnel ceilings slightly aver the next five to six years, 
r e d ~ z z s  some the currently high level of additional hours work3 by the 
staff and reliwe same of the resultant stress. 



AND REsxJm --- O O N ~ T I U N  

OV2r the past few years, USAID/ES has concentrated its efforts along two 
tracks: short-term assistance focused on economic stabilization, pruvision of 
essential social services and assistance for people displaced by the war (the 
safety net program), as well as long-term assistance aimed at enhancing the 
productivity of the private sector and bringing about sustained economic 
gmwtLh. Although this dual program will continue, the Mission anticipates an 
increasing emphasis on activities that will promote further developrent of the 
private secr~or and long-term economic growth. Yet development assistance must 
also focus on the renewable natural resounes upon which most economic 
developnent in the country depends. These resources are the soil, timber, 
water and coastal zone, which can sustain economic development indefinitely. 

Depletion and degradation of the renewable resou. base are becdng 
increasing constraints to future econamic 'and social development in El 
Salvador. With few mineral and petroleum resources, the country is heavily 
dependent upon renewable natural resources for generation of inccnne productive 
sectors such as agriculture, fisheries, and energy generation, as well as for 
supply of raw materials for most manufacturing and processing industries. 
Moreover, control of envimnmental contamination and protection of watersheds 
to presemr: clean water and forest, and to avoid solid erosion are fundammtal 
to socioewndc gruwth. 

Depletion rates of soils, forests, wildife, and other crucial resources exceed 
renewal rates, and secondary problems such as soil erosion, floods, 
sedimentation of hydroelectric dams and coastal waters, pesticide misuse and 
environmental contamination, and water pollution have rea&ed critical levels 
in many parts of the corntry. Continued deterioration of these natural 
resource systems in the future is likely to lead to decreased productivity and 
immes, which in turn could further exacerbate problems of pervasive paverty, 
political and social instability, and economic stagnation. 

2.1 Soils and Iand Use 

2.1.1 Soil R s a m x i s  aml Their U s e  

El Sal.vador, with a surface area of 21,000 sq. la., is one of the smallest 
countries on the American continent. Despite the generally high fertility of 
the soils, there are several limiting factors - erosiveness, shallowness, 
drainage -'which make these soils susceptible to degradation if not properly 
managed. 

Land use capability is defined as the most intensive use that a piece of land 
is able to sustain on a continuous basis without suffering degradation. This 
capability can be ampared with actual land use to determine whether a 
particular pie- of land is being degraded through overuse, or could be 



utilized in a more intensive manner. In El Salvador, 17 percent (357, 189 ha) 
of the land is suitable for crop-intensive and capital-intensive agriculture, 
ard runs little risk of erosion. Another 16 peroent of the land (332,860 ha) 
is suitable for limited annual amps, permial c m p s  and pasture. Over 40 
percent of the land should be used for cultivation of mixed perennial craps 
ard production forest. Only a limited amaunt of this land is being managed 
appropriately; the majority is used for shifting cultivation, production of 
corn and sorghum and extensive grazing, or left in brush. The remainder (12 
percent) of the country is classed as land which should be pmsemed as 
protection for-est. At present, however, same of these fragile lands a .  being 
used for extensive grazing or production of typical crops such as corn and 
sorghum. 

2.1.2 Ihe Degradation and LDss of the soil Resamx! 

As a consequence of extensive clearing of forest cover, the expansion of 
cattle raising a d  agriculture on hillside and mountainous areas, and a 
general failure to apply soil conservation and land management techniques, the 
problem of land degradation and soil erosion is reaching crisis pmportions in 
El Salvador. In a recent study, it was estimated that 77 percent of the 
country is seriously affected by erosion or has already been significantly 
degraded. A FA0 study rep.rted that in upland watersheds, 80 pement of the 
soils are suffering intensj-ve degradation or already degraded. El Salvador 
suffers greatly frum rampant soil erosion because so much of the land 
cultivz..sd is on steep slopes. In the volcanic highlands, soil erosion has 
not yet caused widespread loss of productive lands. Nevertheless, rates of 
loss of volcanic mils due to erosion are high and appear to be increasing. 
Another serious loss of soil resources is due to urbanization and road 
construction. 

2.2.1 Status of Forest R?samxs - 
Perhaps the single most important ecological change thmughout 
Centrdl Amesica has been the rapid and continuing cornrersion of forests to 
other land uses. In the case of El Salvador, this prooess has led to the 
clearing of the greatest pementage of forest area in all Central America. 
Recent estimates indicate that the area of broadleaf, coniferous and mangrwe 
forest covers 184,515 ha, or only 9 pement of the caultry's land surface. 
This figure can be campared with the regional average of 41 pement to better 
appreciate the near camplete deforestation of this caurtry. Land use 
capability studies indicate that, due to topographical, hydrological, and 
pedological factors, more than 55 percent of the country should be used for 
apforestry or forest production. Furthermore, in recent years almost all 
clearing is occurring on lands unsuited for agricultural purposes. 

The natural forests of El Salvador are of general types: broadleaf and 
coniferaus. Most of the land originaliy m e r e d  by broadleaf forest was 
cleared long ago; the remaining amas, and especially the mangraves, a m  under 
extreme pressure by local populations as sources of fuelwood, building 
materials, and tannins. 



It is important to note that much more deforestation results -?m demand 
for the land which the forests cover than f m  commercial or 
noncammercial d d  for tinker. 

El Salvador faces severe problems of uvercrowding and extreme scanzity of 
land. Thus, small farmers are driven to clearing and cultivating 
undersized plots on law-quality, sloped marginal lands, and mst use this 
land as intensively as possible.The 1973 Forest Law attempted to conW1 
deforestation and p m t e  sustained use of forest and other natural 
resources. Unfortunately, the law does not encourage fomt development 
and management. Nevertheless, the critical problem is its lack of 
effective enforcement. The d d  for wood and other forest products is 
great in El Salvador. Fuelwood is by far the most important product 
derived from the forsts. About 64 percent of all energy consumed in El 
Salvador is derived from biumass, most of it fuelwood. 

In economic and social terms, loss of forest and soil have seriously 
limited sustained agricultural production, and resulted in the country 
becoming dependent upon inports of wood products. Continued degradation 
of forest re.~urces has also driven up the real price of fuelwood, and 
auld force d switch to greater dependence upon imported sources of 
energy, using up scarce foreign exchange needed for other developmmt 
activities. Proper forest management is beaming increasingly important 
for sustained econdc development. 

The Gov-t of El Salvador has responded to reforestation with a 
series of programs sir.ce the seventies. These efforts have been hampered 
by lack of necessary financw and the absence of a coherent poiicy. 
At the present t b ,  the M-inism of Agriculture maintains same 300 
nurseries throughout the country for productj.on and sale of seedlings to 
the public, supplying a wide variety of species. A sizeable plantation 
effort was carried out on Phase I farms of the land refonn under an 
employment generation project. A total of about 10,600 ha of plantations 
were established; it is estimated that about half of the plantations are 
still alive. Funding for this project ended in April, 1988. 

A different approach, using P.L. 480 furds, has been followed since 1984 
based on the increasing interest of -11 farmers in establishment of 
trees in various agroforestry systems and woodlots, for fuel and rustic 
construction wood, and for sale of the excess. The program has been 
quite s u m f u l  and has expanded to create 80 nurseries in 1987, 
operated by 1200 fanners producing 450,000 seedlings. There is naw 
greater demand for seedlings than the program is able to meet. In 1989, 
the program will continue to be operated through the MAG. Financing for 
the program is provided by P.L. 480 funds, by the World Food Program, and 
by the FuXW/CATIE Tree Crop Production Project which also prwides 
technical assistance. 



Wildlands are defined as natural land and water areas, little affected by 
modern society, where wild species predomirlate. Wildlands thus include 
the full range of ecosystems (natural areas) , whether land-- (e-g. 
forest, woodlands, bushlands, grasslands) , natural inland bodies of 
water, or coastal and marine areas. Wildland management is defined as 
the direct maintenance, protection or enhancement of relatively 
unmodified natural ecosystems and their characteristic plant and animal 
species. 

2 -3.1 Wildland l&scmcs  and Their Use 

El Salvador has one of the smallest systems of protected area in Central 
America. Nevertheless, the ip~-Azmce of th?se areas is increasingly 
being recognized and the amount of land set aside as protection areas is 
gmwing. At the present time, thexe are six pmteted areas officially 
established and actively manag&. Five of these areas are managed by the 
Semicio de Parcpes Nacionales y Vida Silveslxe (SEWS) of C!DJREN: The 
sixth (Parque Deinhqer) is managed by the Institute Salvadordb de 
Turismo (ISITJ) . These six areas total 9680 ha in area (rang- fmn 180 
to 3400 ha). Another 47 areas, consisting of 18,700 has., have k e n  
provisionally identified for protection. These areas were obtaimd 
thraugh the agrarian reform program, and havz been set aside with +ho 
wentual goal of acbninisteringi them as national parks and wildlii~ 
resews. ?he total amount of protected areas would cover 1.5 pen;rent of 
the country and represent most of the major life zones and plant 
carmrmnities characteristic of El Salvador. 

One of the major difficulties in establishing and managing a system of 
wildland areas is the lack of 8-less of their value in sustaining 
economic develaplnent efforts in the country. WildlanXs play a vi ta l  role 
ensuring produdion of Ereshwzter for irrigation, hydmpmx, danestic 
and industrial consumption. Tourism based on wildlands and natural 
history can generate much needed foreign exchange. 

2.3.2 Problems Associated w i t h  l&mqmmt of W i l d l a n d s  

A number of problems are associated with the consolidation and management 
of wildland areas in a country as small and densely m a t e d  as El 
Salvador. They are briefly summarized below: 

Imdequate Pmkction and BQmqement 

The additional 47 new wildland areas to the wildlands system is not 
adequately protected. SPNVS, an active and creative agency considered to 
be among the finest of its type in atin America, is hampmd by its 
GllliiLl size and a scazity of funds to cover operating cxxsk .  



Deficiencies in Wildlands Iegislation ard Eolicy 

A serious lack of legislation and its regulations concerning wildlands 
deters effective management, although the present forest law does contain 
two articles dealing with parks and wildlife. 

Institutional Fble - Public vs Private Sector 

Until recently all regulation and management of wildland areas has been 
handled by the public sector, principally by SPNVS and I m .  Inadequate 
use has been made of the private sector especially regardiny resource 
management and develaljment. This may reflect the pmsent absence of a 
politically or financially strong NGO consewation community. The 
efforts of several groups such as the Asociacion Salvadorena de . Consewacion del Medio Ambiente ( E A C M A )  and the G r u p o  Ecologico de 
IBcentes de Ciencias - Montecristo to undertake innovative environmental 
education programs have been recognized. 

2.4 Wildlife 

A necessary starting point for an effective program in wildlife 
consemation and utilization is a detailed howledge of the local fauna.' 
Regrettably, no comprehensive treatment of the flora and fauna of El 
Salvador exists today, although work on developing such an irnrentory has 
coamnenced. 

2.4.1 Wildlife Rsmmes 

Acwrd:.ng to the El Salvador Ferfil Ambiental Estudio de Campo, El 
Salvador has a herpetofauna of about 110 species (ca 80 reptiles, 30 
amphibian) ; an avifauna of sane 450 birds; and a mama1 fauna of same 110 
species. 

2.4.2 PrPbleas in Wildlife m t j . o n  

?he most significant threat to wildlife in El Salvador is habitat 
destruction resulting fmm deforestation. Nevertheless, legal and 
illegal hunting and mrtation of exotic species further contribute to 
the problem. 

Trade in endangered species was active in the past in El Salvador. 
Recently, however, El Salvador became a signatory to the CITES 
cornrention, and is naw canrmitted to regulating trade of those plants and 
animals listed by CITES, including prohibition of trade of those species 
considered endangered by the convention. Trade in illegal wiPdlife,has 
slowed. Still, trade continues. 



In general, most of the thn=ats t o  wildlife are adequately countend by 
habitat pmtection/mcmagement and the cc)ntrol of the negative impact of 
illegal hunting, animal trade and the mi.suse of biocides. Thus, actions 
taken to protect and manage wildlands and other forest w s  are 
essential to  the conservation of wildlife. 

2.5 C b a s b l  and Marine R s a m x s  

The coastal zone of E l  Salvador provides an h p r t a n t  national resource. 
The coast extends for a total of 321 h. The character- of the coast 
varies from w e s t  t o  east; plains and lagoons prevail in the  west, while 
to the east the coast is much more irrqv.1ar with many gulfs, penbiulas, 
rocky headlands and estuaries. Given the 200-mile l i m i t ,  E l  Salvador has 
an exclusive economic zone ad jurisdictional waters covering about 
122,000 sq. km., an area equivalent t o  sbc  times its te r re s t r i a l  surface 
area. 

Beaches, rmnqroves, coral reef and lagoons are the  principal coastal 
habitats. Many of the sandy beaches are  nesting grounds for  threatened, 
cammercially important imrji~e ~t.u*l.es. Furthermore, these beaches 
provide an impor ta~ t  natior la1 tourist attraction. 

Mangrove are  an especially i m p r t m t  and fragile features of the 
Salvadoran coast, mexirig orfly 45,000 ha or  a mere 2 percent of the 
national terri tory.  Their value, by and large, is poorly understood, 
although in E l  Salvador they are being exploited as source of fuelwood, 
construction material, tarmins and for t he i r  biotic resources. 
Unfortunately, the i r  c r i t i ca l  ixgmtanw as habitat, breeding and nursery 
areas for  shrimp, molluscs and for  nwy other marine species important 
for  artisandl fisheries is p r l y  understood. 91ese lMngrwe systems 
also play an imp0-t role in  protecting fragile coastal areas, and 
support adult marine species by providing a suurce of nutrients and 
detri tus which serves as a food base in  adjacent estuarine and m o r e  
waters. 

E l  Salvador generates mrs wastes than ever before. E n v i r o m t a l  
protection and natural resource management measures and insti tutional 
capacities have lagged far behind technological advances. Organic 
matter, ,trial and domestic effluents are conbnimting the oountry's 
waterways. Many of the rivers suffer f m  severe contaminations pmblems. 

?he widespread use of agricultural pesticides in E l  Salvador, a l l  of 
which a .  imported, has had a significant effect  on human health and 
environmental quality. bIhe indiscriminate use of these pesticides is one 
of the most pervasive environmental contamination and human health 
problems in El Falvador. Contamination by organochlorine canpounds has 
been noted in  motheras milk, hum1 blood, so i l  and water. With the 
recent co!.lapse of cotton production, hmever, levels of pesticide use 



have dropped substantially. USAID/El Salvador has implemented integrated 
pesticide management progmms and is supporting workshops on pmper use 
of pesticides. The use of pesticides affects human health, acceptability 
of cmmlities by U.S. and other markts, costs of inputs, use of foreign 
exchange for -ticide inputs, resistance and secondary pest outbreaks, 
and environmental contamination. 

El Salvador is the most densely populated country in Latin America (about 
245 m n s  per square kilometer), and V.a population grawth rate remains 
at a high level of 2.4 percent per year. With this high population 
density and limited lard m, pressures are intense on land in general, 
and the limiw lands set aside as parks and reserves, in particular. 

In El Salvador, even after the agrarian refonn, one percent of the 
agricultural landuwners possess 50 percent of the land, while 95 percent 
of the landmers owned only 30 percent of the land. With the best lands 
already being worked, many small fanners are forced to g r w  crups on 
steep slopes and areas ecologically not suited for such land use. 

Laws affecting natural resources are limited, diverse, and often 
lacking. Fezimps the most important law is the current forest law, which 
unfortunately has never been properly implemented. Other bills for a 
Wildlife Law and a Parks and Rwxves Law have been drafLed by W ,  but 
have never been passed. The main pmblem is lack of enforcement, because 
actions affecting natural resaurces aze often spread wer remote areas. 

3 . 3.1 Iaw Ef ficierrcy of Public Sector Imkitutians 

As a rule, guvernment agencies dealing with natural msames are 
iref f icient:. Much of the inefficiency is caused by the obsolete, rigid 
structures of the agencies and l w  salaries. Most of the natural 
resouroe agencies are daninated by yaurg, inexperienced, though.often 
highly motivated staff. Most of the w e t  acnrers personnel costs. The 
result is central staff stuck in the office and unable to carry c u t  field 
work. 



3.3.2 Inadequate ~oordination J3ebmm Oxganizatians 

Efforts to manage natural resources enjoy little cooxdination among and 
within agencies. Another major difficulty results f m  the p m a s  of 
regionalixation. Although the purpose of regionalization is saund, the 
procxss appears to have been carried too far. 

The result has been the creation of small central offices whose 
responsibility is ~4tablishing general policy, standards and guidelines, 
and carrying out research. Field operations are carried out through 
four field off ices. Unfod*ly, these field off ices pravide extmnely 
limited suppo.rl= for field operation. Fhqyent ~ c t u r ~  and shifting 
responsibilities between the central and field offices have led to 
considerable difficulties and inefficiencies in carrying out operations. 

3.3-3 Infonnaticm arrd Qualified E!ersmd 

Although the techniques requimd to improve management of ratural 
msaurces are generally well known, the staff equipped with such 
hnwledge in El Salvador are limited. For instance, the professional, 
techniml staff of the Park Service (SEWS) consists of only six 
biologists and three administrators. There is a serious lack of trained 
professional staff in charge of administration of parks in the field. 
The Forest Service is similarly constrained. 

Recgnizing the bportance of natural resaurce management to contribute 
to sustainable development, USAID/San Salvador has supported various 
activities including integrated pest management, soil conservation, 
reforestation, protected areas and wildlife prog~ms focused on the areas 
of agrarian reform and expansian of agricultural production. Ihe major 
direct contributor to biological diversity comation was the 
C m t i o n  of Employment pro-ject (519-0256) which prwided support to 
CENREN and CEWTA (Centro de Tecnologia Ayricola) to carry art wildlife 
management activities and germplasm mnservation. This project was 
concluded in FY 1986. Reforestation and soil conservation efforts have 
been supported on Phase I fums since 1980. This effort will also be 
terminated after 1988. 

USAID/San Salvador will continue to su-rrport reforestation efforts thraugh 
a community nursery program using P.L. 480 funds, .programned on an a m 1  
basis. ?his p-am receives t--echniml assistance f m  the cXTIE Tree 
Crop -&ion project funded by ROC?@. The Tree Crap Production 
project: is also providing assistance in training, research and 
information transfer concerning the establishment, management and 
ccnmnercialization of multi-purpose trees on fanns. 



USAID/San Salvador also intends to support training in pesticide 
managanent with PD&S funds, beginning in 1988. 

In wuntryls such as El Salvador, with limited nonrenewable natural 
resources, sustained econdc development must be based on rational 
exploitation of domestic renewable resaurces. Thus development efforts 
must recognize the mutual interdependence of conservation and management 
of the resource base, and pursue a program linking environmental/natural 
resource management with other important development programs. 

USAID/San Salvador has undertakn efforts to address these problems and 
promote natural resource management and conservation. 

The goal of th2 USAID environment and natural resame is to 
help El Salvador consewe and protect its envbrrment and na- 
resources, and to p- long-term economic gruwth by managing exploited 
resmmes for sustainable yields. 

USAID1s strategy to reach the goal consists of four interrelated 
components; policy dialogue, d w e l w t  of private institutional 
capacity; human resaurr=e developent, and support for select d activities 
designed to enhance sustainable management of critical natural ESOWXS. 

The objective of the policy dialog cmponent is to develop a national 
environmental policy that produces a coherent national environmental 
strategy which leads to rational use of the countryls natural resaurces 
and appropriate management of the countryls -. Over the 
planning period, USAID will support several natural 
~/erwironmental policy studies, possibly using the central 
Environmental Planning and MaMgement (EPM) project or ILANUD as a saxce 
of technical assistance. Ihp, time seems right to establish a forum for a 
national dialogue to discus envimmtal/~tural resauce management 
issues. Working within the framework of i t s  ongoing projects with the 
Ministry of Agriculture, the Mission will seek to stimulate greater 
attention to forestry, watershed management, and soil comation 
activities by the gwerrmmt. 

5.2.2 Institution FUildinq 

USAID strategy will seek to impme the institutional capacity of private 
environmental organizations. Assistance will be pruvided through P.L. 
480 local currency to the countryls leading environnmtal organization, 
such 



as the Grupo Ecol6gico de Ibamtes de Ciencias - Montecristo and the 
Asociacion salvadoreda de Consemacion del Mdio Ambiente (ASACMA) to 
develop environmental eduation programs, comation and management 
plans, and prcgrams to manage protected areas. The ultimate objective of 
this w r t  is development of a public ernrh:.,?m~tal conscience and the 
formulation of coherent national envimmtai policy. 

A shortage of well-trained staff is an impediment to the implemntation 
of natwal rescmce ma~gement programs in El Salvador. For example, El 
Salvador has less than ten university trained foresters and only two 
fonisters and only two mid-level. There is an urgent need to upgrade 
professionals and technicians in a broad range of environmental and 
natural ZESOUXW fields, and to generate a critical mass of trained 
technicians in selected fields for sustained action. USAID will prwide 
technical assistance and training to strengthen public and private 
institutional capabilities in natural resources management, particularly 
in land-use planning, forestry, soil and water conservation, watershed 
management, and management of wildlands and protected areas. USAID also 
plans to send participants to a natural resources management course for 
mid-level policy makers given by the Organization for Tropical Studies 
(UE) in Costa Rica. 

5.2.4 s&xted M q x w m t  Activities 

In order to sustain production on fragile lands and increase incomes wer 
the long run, it is extrendy important to encourage appropriate use of 
natural resmmes and imprwe yields on existing lands. USAID has been 
supporting a numbex of activities addressing these needs and a t w i n g  
to reverse deterioration of the environment. These p-, including 
soil and water consewation, and reforestation, will be continued. 

me task of maching and ttxtching small landholders proper land use 
management techniques is difficult. The wakness of guvernment 
institutions in charge of extension, such as CEHIR, and a number of 
deeply embedded political, social and econanic factors make the effort to 
change the behavior of small landholders challenging. Yet the need for 
such efforts to pmmte proper land use and agricultum practice is 
m t .  'Jro work taJards the a w e  djective, USAID will work thrargh 
sewice cooperatives to pravi.de training in shple farming systenrs and 
n s m m e  management techniques of benefit to small landholcks , i . e. , 
soil and water consenration techniques, pdxre managemint, agmforestry, 
mixed w i n g ,  and integrated pest management. Imprwed syste3ns for 
demonstrating the ease and suacess of utilizing such techniques rmst be 
developed in rural areas throughout the country. 

WatersheJs in El Salvador are suffering frwn widespread deterioration, 
l q d y  resulting from deforestation and improper use of upland 
watershed. USAID will help the GOES to deal with this problem by 



undertakhg a watemhed managemmt pmgram which w i l l  integrate soi l  
c o m a t i o n ,  agroforestry and pasture xnanagement to  enhance the natural 

w i l l  be implemented with P. L. 480 local currency, or 'thmqb, a 
buy-in to the ROCAP Watershed Management project, or through activities 
funded under the Water Management project. 

I n  response to requirements of Sections 128 and 119 of the Foreign 
Assistance Ad, USAID pqamd an analysis of the current biological 
diversity and tropical forest situation in  E l  Salvador. Recognizing the 
vi ta l  role played by these wildlarrZcj, USAID w i l l  support deveLopent and 
~ l ~ t a t i o n  of a strategy by the Park Sewice to identify and m g e  
so~ne of the most important and threatened wildland areas left in E l  
Salvador. 



ECONOHIC POLICY DlALOGlJE MATRIX 

Annex E 

Late 1989 - 1990 1991 - 1994 

- - - 
Sett ing the Stage f o r  L ibera l i zo t iun  Cnnsolidating ond Reinforcing L iberal ized 

OBJECTIVE o f  the Economy Markets 

MEASURES BY SECTOR 

FISCAL. Extension of stamp Improve revenuccol lect-  Cont inuat ionof  a c t i v i t i e s  
tex. i on  and expenditure t o  improve f i s c a l  s t ~ t o r  ef f ic iency.  

contro l  in centra l  gov. - -tndget preparation 

Adjust u t i l i t y  rates. --Improve tax audits - -cont ro ls  over autonomous i ns t i t u t i ons  
--Improve customs - - rev i s i on  o f  tax code 

--Improve accounting - -be t t e r  pro ject  select ion 

in  GOES 

FINANCIAL. Adjustmnt o f  in terest  Develop f inanc ia l  Continued implementation 
rates. Sector reform project. Fin. sector reform 

- -strengthen c red i t  project. 

analysis capab i l i t ies  --markets f o r  debt instrunents 

o f  bonks --improve solvency o f  h n k s  
- -strengthen bank -- inprove envirorment f o r  p r i va te  banks 

superintendency 
- - p o r t f o l i o  audi t  o f  banks 

EXTERNAL. I n s t i t u t e  f l e x i b l e  
exchange r a t e  regime. 

Remove n o n - t a r i f f  

barr iers. 

. - - . . . 
Reform import t a r i f f  regime 

Removal o f  remaining non - ta r i f f  

barr iers.  

.-. ..a .-. -.. 
PRoOUCT IVE . Agrar i an  reform IRA reform. Continued proqress on parcel i ze t  i on  i 

a c t i v i t i e s  in parcel- on parcel izat ion, s e l f  -management, and 

ization, s e l f  manage- Reduction i n  nmbr of benef ic iary r i gh t s  i n  agrarian reform sector 

ment nnd benef i c i e r y  Pr ice contro l  categories. 

r ights.  
Streamline indus t r ia l  Liscensing system. 

Reform INCAFE 



suMm?Y OF m - m c  mmcy DUIlClDaJE 
IssulE OF QXE;S PERIOD 

- ~ontriiction in the role of the basic grains parastataJ., IRA, from 
subsidizing and fix- grain priW3 to insuring the mahtemne of 
emqency food m e s  and, t h e  avoiding major fluctuations in 
grain prices. 

- Modification in the role of INCAFE by liberalizing campetition, 
alluwing private finns to compete with INC FE in marketing coffee. 

- principal policy issue is the decentralization of lending operations. 
- other policy concerns of the private sector are macmecondc and are 

cuvered in the ~concnnic Policy Agenda. 

- Policy on utility rates for electricity and water sufficient to pay for 
recurrent costs and new investment. 

- R3licy discussions to pram,te decentralization of school comtruction, 
maintenance, management and financial zuthority to regional offices or 
local gwernments. 

/ - Ranoval of tuition rate ceilings on private academic and vocational 
institutes. 

- Pravision for expansion of lending and repayment nqulaticms for 
. comtmction, and administration of private schmls. 

- Encourage the GOES to adopt employment practices and incentive packages 
that will enable them to hire and retain pmperly qualified personnel. 

- Policy discussions will center on Ministry of Health planning and 
managtment problems which w e !  efficient delivery of health services 
to rural populations. 3lwse include the adoption of cost recuvexy 
progranrs, reducing tariffs on phanmceuticals and contraceptives, 
&centralizing planning and budgeting, reducing the lKH1s recument, 
msts as a pemmtage of the overall public health m e t  and hpruvbq 
international donor coordination. 



- Negotiate for a hausing policy statement which recognizes the need for 
-ding of non-formal settlements and. sets out clear central 
government, micipal gwernmnt, public institutions and private 
sector roles in meeting this objective. 

- Revision of labor code to streamline enforcement with respect to labor 
cases. 

- Dialogue aimed at ensuring that suificient resources are prwided to 
the legislative to pennit it to hire pemanent staff. 

- Dialogue aim& at reintmduction of the teaching of civics education in 
the public school q-. 

- Seek GOES agreement to revise legislation to allow dcipalities to 
levy taxes. The revenue will be used to support dcipal 
administrative and service costs and to construct local infrastructure. 

- Dialogue arrived at ensuring that sufficient mxmces are prwided to 
thp, judiciary to permit it to hire sufficient permanent staff and 
adequately compensate judges and other court officials. 



EScact figures for 1991-1994 not yet available but organization has 
pblically stated general intent to continue at the satre level during 
cDss period. 



AImD - American Institute for  F Y e  Labor Development 
F N N  - Water and Sewer Authority 
ASERODERH - Private Humart Rights Ccmun.ission 
BCR - Central Rserve Bank 
DOP - Balance of Paynmts 
CACM - central American Cananon Market 
CAE's - Central .%nerican Peaa Scholarship Rogmm 
CBI - Caribbean Basin Ini t ia t ive  
B I  - Commner Price Indez 
CKX - Central Elections Council 
C E S  - Cuuntry Development Strategy Statement 
CEKTA - MAG'S National Center for  Ag icultural Technology 
CENTREX - GOES l9One Stoptt Ekport/Inport C a t e r  
CODEXI - ccmmittee for  Investment and Ekprt 
ClH - C a m m i t t e e  for  Human Rights 
OONAODE - National oaamnission for  Cooperation in Educationd. 

Devel- 
OOMLDES - National oaamnissian for  Displaced F4msons 
OOMIRA - Canrmcission of National Reconstruction 
CRS - Catholic Relief Services 
CTII) - R=nucratic Workers Confederation 
DIDM30 - Directorate for  Chmmity Welopnent 
DP -- Displaced Pasons  
FEDE@U?F3)ITO - Federation of Credit Unions 
FEPADE - Private Sector Faurdation far Educational Welopmt 
FDFa'AS - Association Stragthening Activities 
FUND - Fbnd for  Social and Economic & ~ e l o p m t  
FUSADES - Salvadoran Foundation for  E c o n d c  ard Social Development 
GDP - G r o s s  ;'bPnestic Product 
GOES - Guv-t of E l  Salvador 
IERD - World Bank 
IDB - Interamerican W e l o p e n t  Bank 
INCAFE - National Coffee Inst i tute  
IICA - Inteyamerican Inst i tute  of Agricultural Scieaces 
ISDEM - Municipal Welapent Inst i tute  
ISTA - Agrarian Reform Institute 
IW - Urban H a u s i n g  Institute 
JHJ - Judicial Fmtsction Unit 
MAG - Ministry of Agriculture and Livestock 
MEA - Municipalities in Action 
MINmAN - Ministry of Planning 
MICE - Ministry of Foreign Trade 
MSPAS - Ministry of Public Health and Social Welfare 
NAP! - National Association of Municipalities 
NBCCA - National Bipartisan C d s s i o n  on Central Americrt 



NGO 
m 
PEEG 
PRIaM 
PW3PEMI 
m 
REDO 
s m  
SIDES 
SIU 
TCIP 
UCS 
UNOC 
UN'rS 
usrA 
WF!? 

- Non Governmental Organization - Nontraditional Agricultural Exports - UsAID Policy Reform Group - Trade and Investmnt Pmmtion Services - Emgram for Small and Micro Businesses - Private Volunta~~ Organization - MAG'S FUml mterprise Developnent Offioe - MDJmAN8s TWhnicdL Secretariat for External - Industrial Syndicate of El Salvador - Special Investigative Unit - Trade Credit Irrvesbnent Pmgmn - Salvadoran Campesino Union - National Union for Capesin0 Workers - National Unity of Salv doran Workers - US Department of Agriculture - World Food Erqmm 

Financing 



.L. _proceedings of Workshop cn Ikcentralization of Educational Services. 
LAC Bureau Document, May 1985. 

2. Improvements in Educational Efficiency for Basic Education, 
Association for Educational &velopment, Septqnber 1988. 

3. Encuestra Sobre Demanda de mleo Y Necesidades de Qpaci.taci6n 
(Manper Suwey) , F'EPADE, March-April 1987. 

4. A Study of the Fuundation for Productivity and Educational 
Development (FEPADE) Role, Association for Fducational Devel-t, 
N C N ~  1988. 

5. Annual Report of the Ministry of EikIcation, 1987 - 1988. 
6. Various information sear&= cond!!cted by the infomiton unit of the 

Ministry of Education for USAID/El Salvador, 1987-88. 

HE2U5i, lPOKlL?WION, AND IWEUTIm (INCLUDING DISPLACED FKKL-) 

1. Primary Health Can? in El Salvador - Project HOPE Evaluation, 
J. Cawajal, FhD, and A k l  IX1enas P a n ,  M. D. , May 1988. 

2. Evaluation of the Ayudanks Ihual de Salud Program, Dr. Javier 
Lorenzana, Ministry of Hedlth, El Salvador, September 1988. 

3. Ehcuesta Nacional c?n Salud Familiar (FESAL 88) , Salvadoran 
Demgraphic Associatior1 and the Centers for Disease Control, 
Septembex 1988. 

4. Child Suwival StratesY, USr;ID/El Salvador, Elhabeth Burleigh, FhD, 
June 1988. 

5. -1 -e Water in El Salvador, WEN Report, 1988. 

6. Evaluation of Catholic Relief Services P.K. 480 Title I1 Nutrition -- 
Program, a, Se- 1988. 

7 .  The ~easibility of the U s e  of the Private Sector for Rural Health 
Care Delivery in El Salvador, Roy Brooks, MaMgenmt Sciences for 
Health, September 1988. 



8. Report on Rural Contraceptive Distribution in El Salvador, 
Development Associates, October 1988. 

9. EMluacion a Medio T d o  de Proyecto de Sobrevivencia Infantil 
Financiada Por CEE, Health and Life Sciences Partnership, September 
1988. 

10. Estimaciones y FYuyecciones de Fublacion, El Salvador, Hasta 2025, 
Ministry of Planning, El Salvador, 1987. 

11. Econamic Analysis of the Public Health Sector in El Salvador, Jack 
Fiedler, PN), 1987. 

12. Health Systems Vitalization EMluation, University Research 
Corporation, August 1985. 

13. Nutrition Status fluveys: Janua y - P h r c h  1978, Ministry of Health, 
El Salvador. 

14. Estudio Sobre Salud Materno-Infantil, INCAP, Ministry of Health, El 
Salvador, 1986. 

15. IDS Proqramas de Population y Planif icaci6n Familiar - ~ituacion 
Actual y Perspctivas Tecnico Financieras a Corto Plazo, Salvadoran 
Demographic Association, 1984. 

16. The Journey Home: Durable Solutions for Displaced Families, m n y ,  
Lynch and Gamelink, July 1986. (Classified) . 

17. Formative Evaluation of the Displaced Families Program (Project No. 
519-0281), G M i  and C m y  Consulting, Inc., September 1988. 

18. Mzmanitarian Assistance Program, Strategies for Displaced Wirsons in 
EL Salvador, USAID/EL Salvador, April 1987. 

19. ?fie Economic Reinteqration of Displaaed Families, AID Strategy for 
Assistins Displaced Families in El Salvador (Project No. 519-0281), 
NOV- 1988. 

-, R F X ; I r n  I)Emm=, ImuHcpm REmwmmmON AND 
HUEING 

1. mlic Sexvices Infrastx-ucture Damage Assessment Report, Develqmmt 
Associates, Inc., July 1988. 

2. Plblic Services 1nfrast.tucture m g e  Assessment Report, Vols. I am3 
I1 Development As-sociates, Inc. April 1986. 

3. El Salvzdor I3amaqe Assessment, I)evelopent Associates, Inc., July 
1986. 



4. An Assessment of USAID/El Salvador's Pilot Potable Water and 
mironmental support &Pmject, WISH Report PYX- by John chudy, 
Carola Rull and Cirlos Solares, May 1988. 

5. preliminary &sign for Handpmp Installation Project in El Salvadoy, 
W H  Report No. 187, July 1986. 

6. Estudio de Tmmprte Regional de Cenhnam&ica: Informe Reqional, 
m n s  Brincherfioff International, Inc., Junio de 1987. 

7. CONARA ~mpact Evaluation, Research Triangle Institute, 16, 
1988. 

OFFICE OF lxwxm!mc - 
1. Diagnosticx, Sobre el organ0 Judicial en El Salvador, Centm para la 

AdmkktraciGn de Justicia, Florida Internacioml Universit (m), 

2. Mid-Term Evaluation of the Judicial Refom Project, R-thur MWge, et. 
al. , Nwember  1987. 

3. Information Needs Assessment of the Iqislative Assanbly, 1988. 

4. ~ r m e ~ w s  studies by the Wisory Conunission Iegislation of Needed 
Reforms to Salvadoran Law 

1. El Salvador; Credit Supply and Demand, Checci and aarrparry, March 
1983. 

2. Studies on The Private Sector in the Eastern Region and Other 
Conflictive Regions, Danial - and Associates, 1987-1988. (draft 

3. Final Project Report on the Sma?.l Enterprise Development Project, No. 
519-0322: m n s  f m  21 Ekperimental Sub-Projects, 1988. 
(being translated into Ebglish) . 

4. Regional Assessnent: Impact of the Civil War on the Eastern Region, 
chapter in Rblic Sewices 1nfrastmctu-e Damage Assessment Bport, 
D e v e l q t  Associates, Inc., 1986. 

5. El Salvador: Small Scale Enterprise Sector Assesamt, Robert R. 
Nathan and ~ssociates, 1987. 

6. Strateqy for Export Develqnmt and Investment Pmnotion, mice 
Waterfiouse and Associates, 1984. 
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7. Fstudio de l a  Capacidad Pmductiva Wrtable  del  *Lor Ihduskial  
de E l  Salvador, AS0 Consultors. 

8. The Salvadoran Textile Industry: Facts and Requirements to Generate 
Ehployment and Export, FUSADES. 

9. Tipo de cambio y Politica de Desarrollo en E l  Salvador, FUSADES. 

10. 8ases Para una Politica de Famento de Frcduccion, FUSADIFS, July 1987. 

11. CIWIWX: Diseno ~rganizacional, Procedimientos y Progranr; de 
Computaci6nf =ABLE, May 1987. 

12. Liberalization FconMca: Soluci6n a La Crisis Econhica y Social en 
E l  Salvador, Gimara de Cmercio y Industria, Octaber 1987. 

13. Review of Export and Investment Legislation of E l  Salvador, Verner, 
Liipfert, Bernhard and McP erson, December 1983. 

15. Proyedo Programs de Capacitact6n '~Scnica Para Industria 
Manufacturers y A q r o i n d u s t r i a l ,  Asociacion Salvadoreija de 

16. Eficiencia EconMca y Procesos de Rivatizaci6nt Centre de Fbliticas 
y Economia Aplit-a&, INCAE, February 1988. 

17. Increasing E l  Salvador's Exports Through a Strengthened Base for 
Liqht Manufacturing and Assembly Operations, Y k m h  1986. 

18. Textile Exclusive: E l  Salvador, July 1986. 

19. Fblitica Aqroindustrial de E l  Salvador, MIPIAN, Deaember 1986. 

20. Reporke Final: Servicios de Apoyo a L a  Industria de Confeccih en El 
Salvador, August 1988. 

21. Fopeiqn Aid: Impruvhg +he Impact and Control of Econanic Support 
Fbds, U.S. General Accounting Off ice, June 1988. 

22. Line-enters para Definir dna Estrategia para Reactivar l a  M a  
S a l v a d o ~ ~ ,  FUSADES , 1983. 

24. Reac thc i6n  del Cultivo de AlgoZ!6n1 FUSADES, 1983. 



26. Aspectos Econbicos, Financieros y Juridicos que mifican la 
Aperkua a la Banca Cmuxcial ESRranjera, FUSADES, 1985. 

27. Ia Necesidad de un Nuevo Modelo Econhica para El Salvador: 
Linedentos Cknerales de una Estrategia, WSADES, 1985. 

28. - &tegia Ante La Crisis: ~ t r u c c i 6 n  y Reactivaci6n, FU-, - -- - 

29. Caraceristicas micas y ~~oluci6n Reciente del Sector Exkmo de El 
Salvador. FUSADES. 1986. 

30. Diaqn6stico Social: Situacien Actual de las Neoesidades micas en 
El Salvador. FUSADES. 1986. 

31. Ley de -to y Garantia a la Inv.~ridn m j e r a ,  FUSADES, 1986. 

32. Ley de Famento de Exportactiones, FUSADES, 1986. 

33. Ref lexiones Sob= mlitica Cambiaria, FUSADES. 

34. cam0 estS Nue tra Ecoda?, FUSADES, 1983. 

35. Estudio Sabre Denam% Poti .al Para Espacio en Zonas Francas en El 
Salvador, FUSADES, 1988. 

36. A Desk Stuciy of Investment Incentives for El Salvador and Selected 
Cnetral American and Caribbean aXmtries, Cc3pers and Lybrand, 

37. Maintaining El Salvador's heivate Sector: Industrial m e r y ,  
Checci and Carpany, Dewnber 1981. 

38. MDfl Evaluation of the Trade Credit Insurance Program, 1988. 

39. FUSADES Evaluation, DeVelqIw2n't Associates, Inc., December 1988. 

40. Assessnrent of FUSADB, Daniel Chaij and Aaron Williams, 1987. 

41. Balance of P a w  Audit Report. 

42. Draft Audit Report on Local auTency. 

1. Financial Sector Assessllent, Inter-American Managemint Consulting 
Corporation, Sptmber 1988. 



2. IUtPxnative E 3 r ~ ~ e  Reate Regimes (draft) , I n ~ A m x i c a n  Management 
Consulting Corporation, June 1988. 

3. ~l Salvador: Recent ~conamic Development, International MwMq 
Fund, August 16, 1983. 

4. El Salvador: Recent E c o n d c  I)evelopments, International Monetary 
Fund, December 8, 1987. 

5. E l  Salvador Country E o n d c  Memrandum, World Bank, N a v e  15, 
1985. 

6, Employi,'lent and Unemplayment in Central Amria, Peter Gregory, June 
23, 1986. 

7 .  Iblicy Issues in Ad-sing the Employment Problem in Latin America, 
Peter Gregory, Februaxy 1985. 

8. Evaluation del Proqrama de Estabilizacion Econamica del 21 de 
de 1986, Grupo de Asesoria Econanica, MIPUIN, August 13, 1986. 

9. credit Delivery Systems and Transaction Costs of Credit in El 
Salvador, Carlos Cuevas, January 14, 1988 

10. Redl Exchange Rates in El Salvador, William Loehr, February 2, 1988. 

11. Tax Policy in a Small, @ea Develop* Economy, Amold C. m e r ,  
1984. 

12. Wesequilibrio ESRezno, Politica Cambiaria y Crisis EcoWca en El 
Sal\;,ador. Es la Dwaluacian una Alternativa?u, Juan HtScbr Vidal G., 
Presencia, 1988. 

13. Canercia1 Policy in El Salvadot: An EValuation, Larry Sjaastad for 
the Grupo Asesoria E c o ~ c a ,  MIPIAN, August 1985. 

14. ?he Theory of N c x n h l ,  Effective and Truew Pmkction, Hans G e r m  
for the Grupo Asemria Econhica, MIPLAW, Aujust 1985. 

15. a m l o  de la  hmteocidn Efectiva en El Salvador, Carlos Alfred0 
FWkiguez for the Grupo Asesoria EZxmZdca, MIPLAN, August 1985. 

16. La Farticpaci6n de El Salvador en el -do t2mii.n Centroamericam, 
Carlos Alfred0 Rodriguez for the Grupo Asesoria Econkica. MIPLAN. - - 
August: 1985. 

17.  The 1988 El Salvador Agricultural Land Ownership and Land Use Survey, 
Peter H. Gore, Samuel A. McReynolds and Thanas M. Johnston. NCBA. 



18. Memorandum de Adhesion a1 Acu&o General de Aranceles Admnems y 
~amercio, Ministxy of Foreign Trade, September 1988. 

19. Food Imports, Agricultural Fo-1,ccies and Agricultural Devel-t in 
El Salvador, 1960-1987, Mirna Lihmo and Roger D. Norton, Rabert R. 
Nathan and Associates, June 1988. 

20. Analysis of El Salvador's Household Employment Suwey of 1986, peter. 
Gregory, April 13, 1988. 

The Determinants of Savings in Financial Institutions in a 
Wlitically Unstable Economy: The Case of El Salvador, Jerry R. 
Ladman and Jorge E. Gabitz, 1987. 

22. The Balance of Payments Crisis and Adjustment Pmqmmes in Central 
America, V. Bulmer Thomas, Deprbent of E c o d c s ,  Queen Ma~y 
Oollege, University of Lnndor'i Paper No. 136, March 1985. 

23. Adjustment Programs and Social Welfare, Elaine Zu-, World Bank, 
September 1988. 

24. Adjustment With a Human F'ace: Pratectbq the Vuherable and 
Promwrthq Gruwth, G i d  Andma Cornia, Richard Jolly and Ekances 
Stewart, Oxford University Fmxis, :by 1987. 


