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Name of Country:

Name of Project:

Number of Project:

Number of Loan:

PROJECT AUTHORIZATIObJ
(A~2ndment No.4)

El Salvador

Agrarian Reform Credit

519-0263

519-T-028 ID

1. Pursuant to Section 103 of the Foreign Assistance Act of' 1961, as
amended, the Agrarian Reform Credit Project for El Salvador ("The
Project") was authorized on June 20, 1980, and amended on June 11, 1981,
December 30, 1981, and May 12, 1983 (hereinafter, as so amended
"Authorization").

A. Project Purpose

Section 2 of the Authorization is hereby deleted in its entirety and
the following new Section 2 is substituted therefor:

"2. The Project ("Project") will increase the availability of
agricultural credit to the agrarian reform and traditional small
farm sectors and improve the capacity of the national financial
system to deliver such credit".

B.· Loan and Grant Increase

The amount of the loan funds authorized for the Project is hereby
increased by $21,900,000 (the "FY 1984 Loan Increment"), increasing
the aggregate amount of the loan to $73,400,000; and the amount of
grant funds authorized for the Project is hereby increased by
$600,000, increasing the aggregate amount of the grant 'to $2,225,000.
Upon compliance with the Conditions Precedent to Disbursement by the
Cooperating Country, A.I.D. may disburse Loan Funds to reimburse the
BFA for eligible credit extended through the Integral Line, from
January 1, 1984, provided that evidence of such credit is furnished to
A.I.D. in form and substance satisfactory to A.I.D.

C. Repayment Terms

The Government of El Salvador (the "Cooperating Country") shall repay
the ·FY 1984 Loan Increment to A.I.D. in U.S. dollars within forty (40)
years from the date of first disbursement of the FY 1984 Loan
Increment, including a grace period of not to exceed ten (10) years.
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The Cooperating Country shall pay to A.I.D. in u.s. Dollars interest
from the date of first disbursement of the FY 1984 Loan Increment at
the rate of (i) two percent (2%) per annum during the first ten (10)
years and (ii) three percent (3%) per annum thereafter, on the
outstanding disbursed balance of the FY 1984 Loan Increment and on any
due and unpaid interest accrued thereon.

D. Conditions Precedent to Disbursement

Prior to disbursement of the FY 1984 loan increment or the issuance by
A.I.D. of documentation pursuant to which disbursement of the FY 1984
loan increment will be made to finance credit activities, the
Cooperating Country shall, except as A.I.D. may otherwise agree in
writing, furnish to A.I.D., in form and substance satisfactory to
A.I.D.~ .

1. A description of the mechanism by which at least $2.06
million for disburse~ent to Phase III beneficiaries will. be made
available to other financial institutions by the BFA.

2~ New executed.sub-agreements between BFA, FINATA, and CENTA
regarding the provision of credit to Phase III beneficiaries,
including disbursement targets, promotion, and monitoring
responsibilities and amounts disbursed.

3.· The executed Trust Fund Agreement and training plan for the
Credit Agent Program; by which credit agents working out of
participating financial institutions will provide credit services
to the agrarian reform sector, as described in Annex I (nproject
Description") of this Amendatory Agreement.

4. Plans for monitoring provision of credit by the BFA to Phase
I cooperatives, and Phase III beneficiaries, including a monthly
reporting system by credit agents.

5. The terms of the refinancing lines for Phase I cooperatives,
on a one-time-only b~sis for the 1984/85 crop cycle, including a
description of steps that the BCR will take to ensure that the
BFA and other financial institutions present their refinancing
applications to the BCR in an acceptable and timely manner for
implementation in the 1984/85 crop cycle.

6. Identification of an Agrarian Reform Policy Coordinating
Committee for Phase I of the reform, which will consist of the
Presidents of the BeR, the BFA, ISTA, the Minister of
Agriculture, and other key GOES officials whose decision making
affect the agrarian reform process. The committee will meet as
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needed to consider information and analysis provided from the
technical level in order to formulate appropriate and timely policies
regarding the agrarian reform.

E. Covenants

Unless A.I.D. otherwise agrees in writing:

1. The GOES agrees that within 60 days of the signing of this
Amendatory Agreement it will cause the BFA to provide to USAID,
in form and substance acceptable to USAID, a detailed, written
evaluation of loan recuperation and collection procedures,
including strategies for uniform application of such procedures
to the entire BFA portfolio.

2. The GOES agrees that within 90 days of the signing of this
Amendatory Agreement it will cause the BFA to provide to A~I.D.,

in form and substance acceptable to USAID, the steps that the BFA
has taken to establish all necessary ledgers to account arnd
provide accurate reports for all project Loan and Counterpart
funds and reflows from project Loan 'and Counterpart funds,
separately from the accounting and reporting of other sources of
funding. Such reports will be provided to USAID on a q~arterly

basis, to be certified annually by the BFA's external auditor.

3. The GOES agrees that within 90 days of the signing of this
Amendatory Agreement, it will cause the BFA to complete and
provide to A.I.D., in form and substance acceptable to USAlD,
evidence that contractual arrangements have been made for
appropriate technical assistance necessary to undertake a
detailed and comprehensive study addressing the problem of
meeting agricultural credit needs through local savings
generation and mobilization.

4. The GOES agrees that, within 120 days of the signing of this
Amendatory Agreement, it will enable and cause the BFA to develop
policies, approved in writing by USAID, for either writing off
(including forgiveness) or eliminating (not including
forgiveness) bad debt and interest from Balance Sheet accounts in
a manner that is consistent with Generally Acceptable Accounting
Principles, standard banking practice, and GOES law, and within
the foltowing 60 days to implement these policies.

5 The GOES agrees that within 180 days of the signing of this
Amendatory Agreement, it will provide evidence to A.I.D., in form
and substance acceptable to USAID, that the BFA has taken
whatever action is necessary to insure that postings are up to
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date (no more than two weeks delay in posting source
documentation to official records) and that all of its agencies'
accounts have been completely reconciled to home office records.

6. The GOES agrees to cause the BFA to present to A.loD., in
form and substance acceptable to USAID, by December 31, of each
year for the next three years, beginning with December 31, 1984,
a disbursement plan for all reflow funds resulting from the Loan
and Counterpart Assistance provided under the project by sector,
including the traditional sector and Phases I and III of the
agrarian reform sector.

7. The GOES agrees that a total of $10.3 million from all
funding sources, including any amounts carried over from
Amendatory Agreement No.3, will be provided through the BFA to
Phase III beneficiaries, and that of the $10.3 million total, at
least $2.06 million of new loan funding will be made available by
the BFA to other financial institutions for disbursemenlt to
Phase III beneficiaries. Any loan amounts carried over from
prior amendments will be limited to disbursement by the BFA.
Disbursements to Phase III beneficiaries will be made between
January 1, 1984 and March 31, 1985.

8. The GOES agrees that it will cause the BCR, the BFA and ISTA
to meet on a quarterly basis to evaluate the provision of credit
to Phase I cooperatives and to make appropriate recommendations;
and the BFA, FINATA and CENTA to meet on a quarterly basis to
evaluate the provision of credit to Phase III beneficiaries and
to make appropriate recommendations. A.I.D. and mixed banks will
be invited to such quarterly meetings.

9. The GOES agrees that it will cause the BFA to assign
vehicles purchased with A.I.D. loan funds, provided under this
Amendatory Agreement, on a priority basis, first to field credit
agents working with agrarian reform· clients and secondly to other
credit agents or for other project purposes.

10. Tile GOES agrees that the terms of the refinancing lines will
remain in effect for the 1984/85 crop cycle only, and that new
terms and the general utilization of any additional refinancing
will be renegotiated with A.I.D. prior to December 31, 1984.

11. The GOES agrees to provide to A.I.D., in form and substance
acceptable to USAID, quarterly reports regarding the utilization
of the refinancing lines, on a calendar year basis, beginning
with the quarter ending March 31, 1984.
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F. Waivers

Competition in the procurement of goods is hereby waived and a
single-source negotiated contract with AMC International Headquarters
is hereby authorized in order to permit the procurement of
approximately 120 AMC CJ-7 Jeeps, and spare parts with a value of
approximately $1,800,000.

G. Project Assistance Completion Date

The Project Assistance Completion Date is December 31, 1985.

2. Except as expressly amended or modifi~d hereby, the Authorization
remains in full force and effect.

c-~ M. Peter McPherson
trt \. Administrator
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PROJECT NO. 519-0263

PROJECT PAPER AMENDMENT NO.4

I. SUMMARY AND RECOMMENDATIONS

A. Recommendations

USAID/El Salvador recommends authorization of a $21.9 million
increase in Loan Funds and a $600,000 increase in Grant Funds for a fourth
supplement to the Agrarian Reform Credit Project (No. 519-0263).
Cumulative Life of Project cost will total $112,125 million (GOES $36.5

. million, A.I.D. Loan $73.4 million; and A.I.D. Grant of $2.225 million).

USAID/El Salvador further recommends that the authorized
Project Assistance Completion Date (PACD) be extended from December 31,
1984 to December 31, 1985.

Due to the continuing economic crlS1S resulting from
prolonged civil strife in El Salvador, USAID/El Salvador also recommends
that the Loan be authorized under the most concessional lending terms,
i.e. that the Government of El Salvador repay the loan to A.I.D. in United
States Dollars within 40 years from the date of first loan disbursement,
including a grace period not to be exceed ten years, and that the rate of
interest be set at 2% during the grace period and 3% thereafter.

B. Borrower/Grantee

The Government of El Salvador will continue to be the
Borrower/Grantee. The major implementing agency will continue to be the
Agricultural Development Bank (BFA). The GOES will use the A.I.D. loan to
provide a capital contribution to the BFA for the purposes described below.

C. Summary Description

1. Goal and Purpose

The goal of the Project is to improve the economic and social
well-being of the agrarian reform beneficiaries and other small producers
through increased agricultural production and employment. To this end,
the Project's purpose is to increase the availability of credit to the
agrarian reform and traditional small farm sectors and improve the
capacity of the national financial system to deliver such credit.

2. Background and Project Activities

The assistance provided by this project is helping the BFA to
meet the credit demand of its growing portfolio of Phase I cooperatives
and Phase III clients. However, since the BFA currently attends to about
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1/3 of the Phase I cooperatives, not all credit needs of the agrarian
reform sector are being met through the project. In the process of
examining the whole agrarian reform credit delivery system, USAID has
identified the following constraints to providing credit to the agrarian
reform sector and to its beneficiaries achieving financial viability:

Financial

-The credit,needs of all Phase I cooperatives are not being
entirely financed.

-Overdue, outstanding debt of prior years, at high interest
rates, is impeding the approval of new, fresh loans needed to
purchase inputs for the current crop year.

-While Phase I cooperatives lack intermediate credit to make
investments to increase production, IDB funds available for
capital improvements are not being utilized.

Institutional

-There is poor coordination among institutions, financial and
other, in providing credit and technical assistance to the
agrarian reform sector.

-On many Phase I cooperatives, planning and management are
inadequate.

-Financial institutions do not take a sufficiently active role
in promoting and supervising credit to Phase I cooperatives.

The constraints described above are to be addressed by four
Project elements managed by the BFA and the BCR, in coordination with
other financial institutions, ISTA,FINATA, and CENTA:

a) Credit

The credit element will provide $18.9 million of new credit for
the BFA's expanding Phase I and Phase III operations, and $1 million for
the traditional sector making for a total of $19.9 million to be provided
to the Integral Line of Credit with development assistance loan funds.

b) Refinancing

This element will facilitate the use of existing BCR credit
refinancing lines and add $12.0 million from PL-480 local currency
generations to the BCR/AID consolidated line. The result will be a
reduction of four interest points in the cost of refinancing to Phase I
cooperatives; enhanced prospects of solvency, and, therefore, eligibility
for new credit for cooperatives using the consolidated line.
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c) Institution Buildin~

The institution building element will improve the capacities of
all financial institutions to attend to the credit needs of their
agrarian reform clients through the following activities.

-Credit Agent Program

Placement of two program managers in the BCR and 24 new credit
agents in the six or seven financial institutions which, together,
service the majority of Phase I cooperatives for the purpose of
generating bankable investment projects for as many of the Phase I
cooperatives as possible. Under this Supplement PL-480 local currency
generations totalling $800,000 will fund this activity. These funds will
provide the agents' salaries and related administrative costs,
transportation, and short-term trainin5. This element will facilitate
the disbursement of up to 22.0 million of IDB funds. Financial
institutions will be assisted to provide in-kind credit to the
cooperatives in the form of BFA fertilizers and to apply IDB funds to
eligible investment projects.

-Technical Assistance to the BFA

The project will provide 70 person months of technical
assistance to expand continuing programs in the functional areas of
financial reporting and analysis, far~ credit management, loan
recuperation, accounting, training and organization; and to initiate
programs in data processing and loan review procedures.

-Coordination Program

Specific efforts leading to enhanced coordination among
cooperating financial institutions and agrarian reform implementing
entities are included in this supplement. These include: BFA training
provided to credit agents of other financial institutions, active BCR
leadership in the provision of refinancing, and quarterly Phase I review
meetings between BFA and ISTA and Phase III review meetings between BFA,
FINATA, and CENTA. Such coordination will lead to accelerated placement
of managers and accountants on Phase I farms; improved planning for Phase
I fanus, increased Phase III applications for cred~t; and improved
technical assistance and extension being provided to Phase III
be~eficiaries.

d) Integrated Pest Management

This element will expand field level research and extension in
cotton Integrated Pest Management (IPM) from 7,000 mz. to 11,000 mz. in
the western part of the country and will introduce cotton IPM in eastern
£1 Salvador. The objective of the IPM element is to define economical
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and practicable IPM packages for cotton and other crops in order to
maintain and, in some cases, increase production, while lowering
pesticide costs on agrarian reform farms. PL-480 local currency
generations "in the amount of $200,000 will fund this element to December
31, 1985.

SU~~~RY FINANCIAL PLAN
($ 000)

Proposed Supplement
AID AID
Grant Loan GOES

Total Project
AID AID
Grant Loan GOES

800

12,000

19,9001. BFA Credit
2. BCR Investment

Credit Line
3. BCR Spec. Line of

Credit for Refinancing
4. Agrarian Reform

Operational Support
5. Vehicles and Equipment
6. Technical Assi~tance

7. Training
8. Integrated Pest

Management
9. Contingency

600
200 200

200

69,900 16,700

3,900; .

12,000

3,300
3,100

2,225
200 200

200 400

TOTAL

II. Background

600 21,900 13,200 2,225 73,400 36,500

A. Project Results to Date

1. Summary

a. Programmed Disbursements:

By December 31, 1983, the BFA had disbursed, from the
Integral Credit Line, the following amounts programmed by Amendatory
Agreement No. 3 for the 1983/1984 crop year

$31,269 million, or 88% of the total $35,500 million
programmeq ~oan and counterpart funds.
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$17,406 million or 80% of the total $21,637 million
programmed for Phase I and Phase III beneficiaries.

In compliance with Amendatory Agreement No. 3 the BFA
estimates that by June 1, 1984 an additional $4.231 million will have
been disbursed to Phase III beneficiares. With these additional
disbursements, the targets of $35.500 million, to all sectors, and
$21.637 million, to the agrarian reform sector, will have been met.

b. Institution Building

1. During calendar year 1983 the following institution
building objectives were achieved:

-Field operations were strengthened through the
transfer of 109 personnel from regional offices to
field agencies and the addition of 102 new field
agents (for all sectors). ' This contributed to an
increase in disbursements from the Integral Credit·
Line to the agrarian reform sector from a combined
total of $17.930 for the 1981/1982 and 1982/1983 crop
years combined to $21.637 million for the 1983/1984
crop year alone.

-All financial targets set in Project Paper Supplement
No. 3 for the beginning of the year were exceeded.

-Administrative cost as a percentage of banking
revenue decreased from 59% in 1982 to 47% in 1983.

-The loan recuperation rate increased from 65% to 83%,
consequently improving liquidity and increasing the
availability of funds from reflows.

-The training plan was completed and the BFA is now
prepared to initiate an extensive training program.

c. Integrated Pest Management

-Field testing was carried out in a 7,000 rnanzana area.

-CENTA extension agents provided technical assistance
and training in cotton IPM to Phase I cooperatives.

-As a result, the average annual pesticide application
rate for cotton in the test area was reduced from 25
to 15 applications, while maintaining yields.
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2. Credit Element.

At the commencement of the agrarian reform, neither the BFA nor
other financial institutions had adequate financial resources and
institutional capacities to deal with the new sector's demand for
financial services. ,

Accordingly, the Project is providing the BFA with both
financial resources to capitalize its credit lines and technical
assistance to stren5then its institutional capacity to mana~e the new and
expanded lines of credit. Given the initial tenuous viability of the
Phase I cooperatives and Phase III parcels which'created a lower than
expected real credit demand, and the BFA's still evolving credit delivery
capabilities, amounts programmed and disbursed through the Project in the
first two years of the agrarian reform were lower than those of the last
supplement and that which is proposed. For the two year period comprised
by the 1981/82 and 1982/83 crop years (i.e. from April 1, 1981 through
March 31, ~983) a total of $17,930,000 was disbursed to the agrarian
reform sector by the BFA under the Project. This compares with
$17,406,100 estimated disbursements'to the agrarian reform sector for the
83/84 crop year (April 1983 to March 1984) alone. The increases over the
previous two cr6V years were: 1) Phase l Cooperatives-from $5,706,370 in
1982/l983'to $14,935,200 in 1983/1984 'and; 2) Phase III beneficiaries
from $797,000 in 1982/1983 to $2,470,900 in 1983/1984.

:The total BFA/AID programming for the reform sector in the
1983/84 crop year was amb~tious and placed considerable strain on the
BFA's institutional capabilities. In spite of the BFA's activities to
service the reform sector, which included the completion of farm plans
and regular visits by 'BFA agents, total disbursements from all sources of
funding to the reform sector during the year did not reach programmed
levels. However, as noted above, significant increases in providing
credit to Phase land Phase III beneficiaries were achieved.

The following three tables present, for the 1983/84 crop year,
BFA programmed disbursements from all sources as of January 1983, actual
disbursements through December 31, 1983, and estimated disbursements
through March 31, 1984.
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TABLE 2

BFA 1983/84 CROP YEAR PRODUCTION AND
INVESTMENT CREDIT PROGRA}l

JAN., 1983 THROUGH ~MRCH 31, 1984 FOR THE 1983/~4 CROP YEAR
($000)

S E C T 0 R
Sou r c e Tradi- Phase III Phase I

tiona1 Beneficiaries Coop. Total

AID-0263-Loan 1,063.2 6,701.6 14,935.2 22,700.0
AID-0263-Count.*Amd.3 12,700.0 100.0 -0- 12,800.0
IDB-642-124 -0- -0- 11,303.1 11,303.1
IDB-605 3,175.2 49.2 -0- 3,224.4
BCR-Short Term 25,807.6 2,808.8 1,383.6 30,000.0
BCR-Investment 1,922.4 77.6 -0- 2,000.0
BFA-Recuperations-Net 35,876.0 108.0 236.0 36,220.0

TOT A L 80,544.4 9,845.2 27,857.9 118,247.5

*Count-counterpart

TABLE 3

BFA DISBURSEMENTS
JAN., 1983 THROUGH DECEMBER 31, 1983 FOR THE 1983/84 CROP YEAR

($000)

S E C T 0 R
Sou r c e Traditio- Phase III Phase I

na1 Beneficiaries Coop. Total

AID-0263-Loan 1,063.2 2,470.9 14,935.2 18,469.3
AID-0263-Count.*Amd.3 12,800.0 -0- -0- 12,800.0
AID-0263-Count-*Amd.2 2,437.7 -0- -0- 2,437.7
IDB-642-124 -0- -0- 4,164~1 4,164.1
IDB-605 4,590.0 1,666.4 -0- 6,256.4
BCR-ShortTerm -0- -0- -0- -0-
BCR-Investment 960.5 -0- -0- 960.5
BFA-Ref1ows 30,069.1 295.3 1,122.3 31,486.7

TOT A L 51,9?0.5 4,432.6 20,221.6 76,574.7

*Counterpart
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TABLE 4

BFA ESTIMATED DISBURSEMENTS
FROM JANUARY 01, 83 THROUGH 11ARCH 31, 1984 FOR 1983/84 CROP YEAR

($000)

S E C T 0 R
Sou r c e Traditio- Phase III Phase I

nal Benefic. Coops Total

AID-0263-Loan 1,063.2 2,470.9 14,935.2 18,469.3
AID-0263-Count.*Amd.3 12,800.0 -0- -0- 12,800.0
AID-0263-Count-*Amd.2 2,437.7 -0- -0- 2,437.7
IDB-642-l24 -0- -0- 4,533.4 4,533.4
IDB-605 4,590.0 1,666.4 -0- 6,256.4
BCR-Short Term 1,400.0 -0- -0- 1,400.0
nCR-Investment .960.5 -0- -0- 960.5
BFA-Reflows 30,069.1 295.3 1,122.3 31,486.7

TOT A 'L 53,320.5 4,432.6 20,590.9 78,344.0

*Counterpart

For the purpose of crop reporting, the Salvadoran crop year
begins April 1 of each year and terminates the following March 31.
Presented here is a very brief description of how BFA credit
programming and delivery system coincides with the crop reporting
schedule.

By January of any given calendar year (Yr. 1), the BFA
estimates the credit that will be contracted for the crop year
commencing the following April and terminating on March 31 of the
next year (Yr. 2). Almost all that credit is disbursed from January
through December (Yr. 1), with very little being disbursed between
January 1 and March 31 of the next year. In those first three
months of the next year, most of the funds disbursed by the BFA are
for the following crop year.

Table 2, therefore, presents, levels of credit that the BFA
expected to contract for credit to finance inputs for the 1983/84
crop year (April 1, 1983 through Narch 31, 1984). Almost all of
this credit was expected to be disbursed during calendar year 1983.
Given the explanation provided in the preceding paragraph, the
difference between Table 3, which presents disbursements through
December 31, 1983 and Table 4, which presents estimated
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disbursements through March 31, 1984, is minimal. It should be
noted that the $6.7 million which was programmed in the BFA
Production and Investment Credit Program for disbursement to Phase
III beneficiaries was considered ambitious by both the BFA and
A.I.D. Prior to the 1983/84 crop year, the BFA had only disbursed
$797,000 to Phase III beneficiaries from the Integral Credit Line.
Promoting and providing credit to Phase III beneficiaries presented
a new and difficult challenge to the BFA. To allow the BFA a
reasonable amount of time to achieve the target, Amendatory
Agreement No. 3 included a covenant by which GOES agreed to allocate
$6.7 million, for use by Phase III beneficiaries by June 1, 1984,
without reference to crop year attribution. By December 31, 1983,
the BFA had disbursed nearly $2.5 million to 10,737 Phase III
beneficiaries. The BFA estimates that the $6.7 million target will
be reached by disbursing $4.23 million for Phase III 1984/85 crop
year needs by June 1, 1984.

Generally the tables reveal substantial differences,
between amounts which the BFA intended to contract and disburse and
amounts actually disbursed. The tables document the following
disbursement schedule: to Phase I cooperatives, $20.591 million as
of March 31, 1984 or 74% of the programmed total of $27.588 million
to Phase III beneficiaries, $8.~63 million as of June 1, 1984 or 88%
of the programmed total of $9.B45 million; to the traditional
sector, $53.321 million or 66% of the programmed total of $80.544
million, as of March 31, 1984.

The lower than anticipated disbursement to the BFA's
agrarian reform and traditional clientele can be attributed to
several factors:

a. The civil strife continues to be a limiting factor in some
important agricultural zones, principally the eastern part of the
country. Areas planted with cotton and sugar are vulnerable to
guerilla sabotage as are cattle herds, which explains, in part, the
reduced cotton planting and the slow rate at which the national herd
is being repopulated. Thirteen Phase I cooperatives serviced by the
BFA did not receive credit during 1983-84 principally due to their
location in areas of conflict.

b. Very localized, but serious drought conditions continued
into the 1983/84 crop year and were responsible for substantial
reductions in the production of basic grains.

c. World prices for El Salvador's principal export
commodities: coffee, cotton, and sugar cane have been depressed in.
recent years and production suffered accordingly. In recent months,
prices for all three commodities improved. With an increased quota
for exports to the United States, the outlook.for sugar cane is
encouraging and while coffee prices have stabilized, the long-range
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outlook for that commodity remains depressed. World-wide demand for
cotton has increased over a year ago and prices for it have
improved. However, internal policies relating to the pricing of
inputs, the level of production costs eligible for financing and the
foreign exchange rate at which exports are priced may have prevented
cotton producers from maximizing benefits from enhanced world prices
for cotton.

d. Many BFA Phase I cooperatives do not have qualified
managers to plan and supervise production and investment projects.

e. FINATA estimated that all 30,000 Phase'III beneficiaries
holding definitive or provisional titles on its roster at the
beginning of the 1983/84 crop year would apply for loans. Slightly
over one-third of that group actually did apply. A large number of
beneficiaries who, before the reform, had obtained mostly in-kind
financing from the land's previous owner or financed their own
production requirements are not cognizant of the procedures to
solicit formal credit from the BFA.

f. The Special Line of Credit for refinancing established at
the BCR was not utilized due to less than favorable terms and lack
of coordination between the BCR and the BFA. The BFA rescheduled
loans to some cooperatives by deferring the due date to the end of
the next crop cycle.

5. Of the $11.3 million programmed for BFA Phase I
cooperatives under IDB loan number 642-124, only $4.164 million was
disbursed by December 31, 1983. The reasons for this are the lower
than anticipated demand related to a, b, and c, above, and the lack
of Phase I investment projects involving the purchase of new
machinery and property improvements.

3. Institution Building

All of the factors listed above, except for the first
three, which are exogenous to this Project, indicate that the larger
institutional framework must be addressed, in addition to ongoing
institution building at the BFA. Coordination among the BFA, the
BCR, other financial institutionals, FINATA, CENTA and ISTA is
essential to providing agrarian reform beneficiaries with credit.
This larger institutional framework is examined at length, under D.
Constraints to the Effective Provision and Use of Credit for the
Agrarian Reform Sector, presented below.

The institution building activities at BFA produced
positive results. The project-funded technical assistance is
contributing to the following management and organizational
improvements:
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ongoing support to the administrative reorganization which
took place in early 1983. This includes supporting efforts
such as completion of a training needs assessment, and a
training plan for BFA personnel, and the presentation of
courses such as "control and monitoring of loans" given to
supervisors and coordinators in the agrarian reform credit
program.

continued financial performance reporting including comparative
financial statement analyses between critical months in 1982
and corresponding months in 1983.

improved monitoring of loan disbursement and recuperation,
including a pilot project with positive results which will be
applied on a wider scale.

improvement of internal control and accounting operations.

These technical assistance efforts contributed to improved
performance by the bank over the past year. While, according to
official, published bank financial statements, the bank's portfolio had
increased from $56 million on December 31, 1979 to $150 million in
December of 1982, by December 31, 1983 the portfolio reached
approximately $175 million. Over the past year, as of December 31,
1983, adjusted capital increased $46.8 million to $79.6 million; the
liquidity ratio increased from 2.8:1 to 4:1; working capital increased
from $72.6 million to $96.6 million. Loan recuperation also improved.
Amendatory Agreement No. 3 proposed that recuperation of loans increase
from $65.7 million in calendar year 1982 to $76.2 million in calendar
year 1983. By December 31, 1983,. the amount recuperated in the year had
reached $76.1 million.

In spite of such improvements in the BFA's management of a
growing portfolio, there are still weak areas which require technical
assistance and a stronger effort by the BFA. The preceeding discussion
of credit points to some of these areas. Solutions for correcting
institutional weaknesses are discussed below in the Project Supplement
Description.

Although the BFA actively promotes the provlslon of credit to
the agrarian reform sector and employs field agents who work with Phase
III beneficiaries and Phase I cooperatives and regularly visit their
clients, credit needs of many of the beneficiaries are not being met.
The BFA needs to work closely with ISTA, FINATA, CENTA and other
institutions to reduce risk and facilitate the approval of greater
amounts of credit.
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Discussions with the BFA, ISTA, FINATA and USAID identified
another area needing improvement, that of loan application processing.
This process needs to be streamlined, especially during the planting
months of April through June when the field agencies must attend large
numbers of applicants and some beneficiaries are discouraged from
applying for credit because of long lines and waiting periods. Phase I
and Phase III beneficiaries must be encouraged to apply early, from
January through March, for needed production credit.

Credit approval, as well as internal reporting, loan
disbursement, monitoring and recuperation would be greatly improved by
better information processing equipment and systems.

In summary, the major areas requiring improvement which,
heretofore, have not been sufficiently emphasized in technical
assistance, are credit approval and information processing. Ongoing
technical assistance is required for improvement in the areas of:
training, financial reporting and analysis, accounting, and portfolio
and recuperation management •.

4. Integrated Pest Management

Over the past year, in the pilot area where cotton IPM
techniques are being researched and extended to Phase I farms, the
annual insecticide application rate on cotton was reduced from an
average of 25 applications to 15 with no decrease in yield.

B. Complementary A.I.D. Assistance

Project Paper Supplement No. 3 presented descriptions of all
other A.I.D. projects which provide asssistance to the agrarian reform
sector. Of these, the new Agrarian Reform Sector Support project
(519-0265) is the most relevant and is directly linked to the success
of this project. Project 519-0265 provides $30.0 million in loan funds
and $4.9 million in grant funds to the GOES to increase the efficiency
and effectiveness of the agrarian reform by (a) accelerating the land
transfer process, (b) improving the ability of the GOES to provide
essential resources and services to agrarian reform beneficiaries while
increasing the managerial capacity of the agrarian reform cooperatives,
and (c) encouraging expanded private sector invesment in agri-business
enterprises directly related to the agrarian reform.

The Agrarian Reforw Sector Support Project addresses many of
the problems identified in the Agrarian Reform Credit Project. For
example, technical assistance provided by Project 519-0265
counterpart-funded CENTA extension agents will improve planning and
consequently increase the demand for credit on Phase III parcels. Also,
the ISTA efforts to incorporate the uniform management and accounting
system on Phase I cooperatives, and to assist Phase I cooperatives to
recruit and hire competent managers and accountants, will generate an
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increased demand for the credit available through the BFA and other
financial institutions. Recently, ISTA provided USAID with a document
containing the institutional and financial arrangements to recruit and
hire managers and accountants and, over the past year, developed an
extensive list of candidates for such positions. These arrangements
assign the BFA and other financial institutions a major role in the
selection of managers and accountants. Such support activities will
require close collaboration among the institutions directly involved:
For Phase III -- FINATA, CENTA and the BFA; for Phase I -- ISTA, the
BFA, other financial institutions and CENTA.

C. Other Donor Assistance

The status of IDB funds provided throu~h the BFA did not chan~e

significantly from the situation described in the previous Project Paper
Supplement. Table 5, presented below, provides information on the
availability of IDB funds as of January 1, 1984. It should be noted
that these funds are available not only to BFA agrarian reform clients,
but also to those of other financial institutions.

The previous supplement discloSed that the BFA had considerable
difficulty disbursing the IDB loans due "principally to the
administrative and operational difficulties resulting from the
assignment of Phase I cooperatives among a variety of financial
institutions." The loans were negotiated at a time when all Phase I
Cooperatives were placed under the BFA. Subsequently, over half the
then existing cooperatives were assigned to other financial
institutions. Upon further analysis, USAID found that most other
financial institutions do not have the technical field staff to generate
bankable projects to utilize the IDB funds.
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TABLE 5

IDll LOAN FUNDS
Available as of January 1, 1984

(US $000)

IBD Loan No.

605 (Decree 207 and Traditional)

Purchase of fertilizers
Purchase of livestock
Agro industrial projects
IDB Administrative Costs

TOTAL

642 (Phase I)

Purchase Fertilizers
Purchase insecticides and other

chemical inEuts
Purchase Machinery
Inprove Property
IDB Administrative costs

TOTAL

124 (Phase.I)

Improve property
IDB Administrative costs

TOTAL

GRAND TOTAL

120
600
880

55

1655

7800

5880
4680
2920
120

21400

4400
40

4440

27495

USAID recently held a number of discussions with the IDE, BFA,
BCR and mixed banks to define mechanisms to "mobilize" disbursement from
the $25.8 million available from IDE loan No. 642-142 to Phase I
cooperatives for the purchase of fertilizers, machinery, equipment,
livestock and, other needed farm improvements. The terms agreed upon by
these institutions are described below:

The mobilization of IDB funds for the acquisition of
fertilizers will be accomplished in close consultation between the BCR
and BFA and other financial institutions. BFA will revise present norms
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to make all IDB funds available to all the financial institutions
financing fertilizer purchases of Phase I cooperatives. Existing norms
include only funds to buy farm machinery and equipment. The revised
norms will include two .categories;

1. Provision by the BFA of fertilizers and pesticides to all Phase
I cooperatives.

2. Intermediate loans to finance the purchase of farm machinery
and equipment, and farm improvement projects, including cattle projects
currently being negotiated with IDB. (A large number of Phase I
cooperatives have good potential for cattle projects.)

In the case of fertilizers and pesticides, participating
financial institutions will provide these products in kind to the
cooperatives utilizing BFA stocks, by directing their Phase I
cooperatives to BFA warehouses. Such fertilizer and pesticide stocks
imported by the BFA are funded with IDB advances which will be
liquidated as the BFA distributes the stocks to Phase I cooperatives.

In the case of investment projects requiring intermediate
loans, the BFA will require the guarantee by the financial institution
to BFA, but the BFA will be active in helping to identify and evaluate
projects for those financial institutions that do not have sufficient
technical staff and are willing to accept BFA assistance. This
arrangement will have two benefits. It will reduce costs to the
financial institutions and will expedite processing loan applications
both to the institution giving the guarantee to the BFA and to the BFA
itself which will sign the loan directly with the cooperative. The
BFA will contract additional technical staff to help promote this
program and to identify and design the projects, working in close
coordination with the financial institutions.

D. Constraints 'to the Effective Provision and Use of Credit for
the Agrarian Reform Sector

The foregoing review of the Project's credit and institution
building activities with the BFA reveal a number of larger problems in
providing credit to the agrarian reform sector. The agrarian reform
credit constraints described below were identified through discussions
with the BFA, BCR, ISTA, FINATA, other agrarian reform implementing
institutions, a number of mixed banks and with campesino organizations.
USAID concludes that many of the problems confronted by the BFA in
providing credit to the reform sector, discussed above, form part of
larger sectorial constraints to the effective provision and use of credit
for the agrarian reform sector. The major constraints are discussed below.
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1. Financial Constraints

a. The credit needs of many Phase I cooperatives are not being
well attended.

The agrarian reform can be successful only if the credit needs
of the 317 Phase I Cooperatives are addressed. BFA is now responsible
for 129 cooperatives and tile remainder, or 1~8, are assigned to other
financial institutions. ·The bfA has progressively been expanding its
portfolio. In the last half of 1983, and the beginning of 1984, the BFA
took on 35 additional cooperatives. Additional transfers are beinh
considered. The underlying cause of these transfers is that the mixed
banks, by and large, have played a passive role in servicing the
cooperatives. Presently, only the successful Phase I cooperatives,
which approach the banks with viable projects, receive investment
credit. Discussions with the BFA, HCR, other financial institutions,
and ISTA indicate that to actively attend the needs of all Phase I
cooperatives the ratio of cooperatives to agents should average 3 to 1.

b. Overdue, outstanding debt of prior years, at high interest
rates, is impeding the approval of new credit needed to
purchase inputs for the current crop year.

Many cooperatives are unable to repay overdue loans or
refinanced amounts at present terms and, as a result, are rendered
insolvent and cannot obtain new loans needed for current production and
for investment.

The constraint is twofold. On one hand, previously established
BCR refinancing lines for coffee and cotton and the AID/BCR Special Line
offer refinancing at what are essentially unattractive terms to Phase I
cooperatives. Interest is high for the cooperatives at 11%. The
pay-back period is eight years with equal payments every year. Many
cooperatives which were refinanced cannot comply with these terms and
are not paying back refinanced amounts.
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On the other hand, not all financial institutions are fully
utilizing existing refinancing mechanisms. They have not refirtanced and
instead have' charged a penalty interest on past due loans, increasing
their earned interest on an accounting basis. In this process,
cooperatives are financially damanged by: 1) increases in inteiest
payment obligations and 2) limitation of new credit to basic needs only,
thus precluding the financing of new investment projects which could
increase production and income. It is a vicious circle.

The above problems in refinancing are complicated by a
considerable gap between refinancing demand and currently available
refinancing sources. The BCR recently informed A.I.D. that $42.7
million are needed to refinance outstanding balances of cooperatives
through crop year 1982/83. Of the $42.7 million needed, $20 million are
available from the A.I.D./BCR Special Line and $10.5 million are
available from the BCR coffee and cotton lines, making for a total of
$30.5 million available. Therefore, there is a refinancing deficit of
$12.2 million dollars.

c. While Phase I Cooperatives lack credit to become more viable
and increase production, available IDB funds are not being utilized.

As presented in Table 5, $25.8 million are available for
Phase I cooperatives through the BFA from the IDB. However, for reasons
explained below, these potentially low cost funds (to other financial
institutions) have not moved very well. Instead, financial institutions
have been utilizing more expensive BCR lines of credit which increases
their costs.

To be eligible for disbursement from IDB loans,which can fund
both production and investment, the BFA is required to grant loans and
disburse funds directly to Phase I cooperatives. This situation results
from the fact that at the time of the IDB loans' negotiation and
signature in 1980 all Phase I cooperatives were BFA clients. Later
during that year, about two thirds of Phase I cooperatives were
reassigned to other financial institutions. The IDB has maintained the
original requirements in spite of BFA proposals to channel loan funds to
non-BFA Phase I cooperatives with BFA functioning as a discounting
institution for other financial institutions. The IDll continued
requiring the BFA to sign loans directly with cooperatives.

After long negotiations, the IDB agreed to accept sales of
fertilizers made by the BFA to non-client Phase I cooperatives. The
amount sold under this arrangement is not large because it is strictly
on a voluntary basis between the financial institutions and the
cooperatives.
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Recently, the BFA negotiated a mechanism with the other
financial institutions whereby it grants loans directly to cooperatives
to buy farm machinery and equipment with the provision that the
financial institutions guarantee repayment of such loans to the BFA by
terms of an "aval". In turn, the BFA offered a four point spread to the
financial institutions for the supervision of the loans. Thirty-two
cooperatives have already received loans for farm machinery and
equipment under this arrangement.

Reasons for low amounts disbursed are:

1. Other financial institutions, particularly .the mixed banks,
behave as commercial operations and are being very cautious in
grantin~ intermediate (machinery and equipment) loans to
cooperatives, most of which have weak management and have
difficulties in repaying outstanding balances of production
loans granted during the first two years of the agrarian reform
program.

2. Most financial institutions do not have sufficient technical
staff to work with the Phase I cooperatives. The developmental
needs of the cooperatives are alien to their commercial bank
practices.

2. Institutional Constraints

a. There is inadequate coordination among agrarian reform
institutions, financial and other, in providing credit and
other factors of production to the agrarian reform sector.

There is a need for better coordination among all of the
institutions involved in the agrarian reform to make its beneficiaries
credit worthy. The 'BFA and other banks must cooperate with ISTA in the
placement of cooperative managers and accountants, in devising farm
plans, and in providing technical assistance. The BFA and FINATA must
hold regular meetings to monitor activities identifying and reaching
Phase III beneficiaries, and to provide planning, and arrange technical
assistance'by CENTA extension agents.
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b. On many Phase I cooperatives the management and,
consequently, planning are inadequate:

In the past, poor planning or no planning at all by
cooperatives has been a constraint to providing needed credit to Phase I
cooperatives. Under Project 5l9-0265,Agrarian Reform Sector Support,
it is planned that all Phase I cooperatives will be provided with
qualified managers and accountants. The BFA and other banks are
participating in the selection of such managers and accountants. One of
the chief responsibilities of these professionals will be to obtain
needed credit for their coops. This will require an active role, on
their· part, in working with the BFA and other financial institutions.
As required by covenant in Amendatory A~reement No.3 of this Project,
the BFA and ISTA signed a working agreement to carry out this program
and all of the banks are being encouraged to. facilitate the pro5ram.

c. Financial institutions do not take a sufficiently active
role in promoting and supervising credit to Phase I
cooperatives.

In order to meet credit needs of Phase I coops, the BFA and
other financial institutions must also become more active in identifying
credit needs and providing loans to the cooperatives and Phase III
beneficiaries~ Traditionally, financial institutions assume a passive
role in the credit application process: they wait for the client to come
to them. This modus operandi characterizes the financial institutions·
handling of their Phase I clients. The BFA is carrying out an outreach
program with 41 credit agents assigned to Phase I cooperatives and 73
credit agents assigned to Phase III beneficiaries. Since more than half
of the Phase I cooperatives are assigned to other financial
institutions, those institutions must be given incentives to plan
outreach activities. There is a need for the BFA and other financial
institutions to plan and execute a comprehensive, coordinated effort to
reach all agrarian reform beneficiaries. Financial institutions must
not only help to increase the number and improve the quality of plans
for agrarian reform beneficiaries but the financial institutions· own
planning, in general, must be better meshed with the whole credit and
production processes. For example, farm plans and credit applications
must be approved well before the beginning of the planting season. When
considering credit applications of Phase I cooperatives which have
overdue loan balances, a careful analysis must be made to determine
whether such cooperatives are viable and whether overdue amounts can be
refinanced before the application for new credit is rejected.
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3. Studies Conducted to Address Financial and
Institutional Constraints

As part of its continuing and collaborative program with the
GOES to identify appropriate policy alternatives for the agrarian reform
sector, USAID progran~ed for 1984 a set of analytical activities to
identify policy and structural constraints to the optimal performance of
the agricultural credii delivery system, particularly as it relates to
the agrarian reform sector.

a. Agrarian reform credit delivery assessment

The firsi of the activities is an evaluative study currently being
conducted by the Ministry of Agriculture's Office of Agrarian Reform
Planning" and Evaluation (PERA) to assess the adequacy and timeliness of
credit delivered to agrarian reform beneficiaries. The following
constraints were identified by PERA as critical to the delivery of
credit for agrarian reform beneficiaries.

Delays perceived as excessive have been associated with
agricultural credit approval and disbursement procedures. Despite the
BFA's ~fforts to facilitate cre~it delivery, agrarian reform
beneficiaries continue to complain about its loan approval process.
Bank management contends, on the other hand, that agrarian reform
beneficiaries and othe'r -small farmers do not prepare and submi t their
loan appli'cations in time for the BFA to respond wi thin a reasonable
timeframe. The! PERA evaluation will analyze the process.

'Throughouttheimplementatioll of Phase III, there have been
complaints on the part of some beneficiaries that their provisional
title does notguaran~ee them access to production credit as they
believe it should, and that t~e BFA does not accept it as a guarantee
and requires additional forms of collateral. The bank maintains that
there is nothing in the agrarian reform legislation guaranteeing holders
of provisional titles access to credit. Furthermore, the BFA indicated
that during the current crop year it rejected only 52 of the 10,737
credit applications it received from clearly identified Phase III
beneficiaries. This aspect will also be evaluated.

The slow rate by which credit lines specifically reserved for
agrarian reform beneficiaries have been disbursed is an indicator of an
administrative constraint preventing the BFA from channeling programmed
credit to intended beneficiaries. Whatever the nature of the constraint
it has manifested itself in the form of complaints from beneficiaries
representin~ Phase I cooperatives with livestock operations that they
cannot obtain sufficient credit even from sources designated to serve
them. Based on the data to be generated by evaluation study's survey
work, PERA will attempt to determine the number of cooperatives and
Phase III beneficiaries who have tried to take advantage of special
lines of credit but whose applications were rejected and the reasons for
the rejections.
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The effects and disposition of restricted accounts for Phase I
cooperatives is proving to be a factor limiting the prospects of those
enterprises operating with them from attaining financial viability.
Briefly, the restricted accounts permit ISTA to direct the earnings or a
portion of the earnings of a cooperative in excess of those required to
liquidate its production credit obligations into an account to be used
to amortize the cooperative's agrarian debt. The impact of this
procedure on cooperative operations has not been fully assessed. The
managers and leaders of cooperatives who have had earnings transferred
to restricted accounts maintain that the procedure seriously constrains
the financial viability and flexibility of their enterprises. The
survey instrument to be used in the data collection portion of this
exercise contains a series of questions intended to determine if the
cooperative enterprise to be interviewed has a restricted account, the
bank administering the account, the date on which it was restricted for
the first time; details of the procedure with respect to commodity,
amount, and date of execution; amount, date, and end use of any
withdrawals, and current status of the account. The agrarian debt and
its impact on the agrarian reform process will be the subject of an
assessment to be conducted at a later date in 1984. A more detailed
description of that assessment is presented below.

Many of the questions to be asked of the Phase I beneficiaries
in the evaluation study will also be directed to Phase III beneficiaries
to be selected by random sample. Recognizing the inherent differences
between Phase I and Phase III enterprises, a specific questionnaire will
be developed for the Phase III beneficiaries. The questionnaire will
solicit information regarding the beneficiaries experience with
institutional credit sources.

The beneficiary will be asked if he/she has applied for credit
from a financial institution in the time since the initiation of the
agrarian reform, the amount requested, the disposition of applications,
and any explanations that may have been advanced for a rejected
application. If a beneficiary applied for credit in the current crop
year, he will be asked to list the commodities to be financed with
corresponding amounts requested and approved, terms, approximate date of
application submission, and approximate approval date. He will be asked
to describe the status of his current obligations with the bank and his·
participation in the BFA'solidarity group lending program.

To complete the data gathering portion of this exercise, a
questionnaire will be administered to financial institutions servicing
the agrarian reform sector. That instrument will request information of
lending institutions relative to their experience lending to agrarian
reform beneficiaries, both cooperatives and Phase III beneficiaries.
Specifically, representatives of the institution will be asked to
describe by crop year the number and financial status of the
cooperatives their institution serviced. With regard to their lending
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to the Phase I cooperatives, the questionnaire will solicit information
pertaining to the frequency with which agents of the financial
institution visited assigned cooperatives, the average period of time
transpiring between the date on which a cooperative applies for a loan
and the date on which it is disbursed. In those cases where
disbursement delays are recognized, the bank or financial institution
representatives will be asked to list factors delaying the timely
processing and approval of agrarian reform credit applications. For
those institutions administering restricted Phase I cooperative
accounts, respondents will be asked to describe from their institution's
point of view the impact of those accounts on their clients' financial
vaibilitYe They will also be asked to briefly describe their ability
based on experience to access special lines of credit for the agrarian
reform as administered by the BFA. If the bank or financial institution
has been lending to Phase III beneficiaries, its representative will be
asked 'to describe the prerequisites by which beneficiairies apply for
credit. They will be specifically asked to describe the function of the
provisional title in the approval process.

b. Census of agrarian reform cooperatives

In late 1983, the Salvadoran Federation of Agrarian Reform
Cooperatives (FESACORA) initiated a nation-wide census of the Phase I
cooperatives. The census is an ambitious undertaking intended to
generate farm level data describing the cooperatives' resource base,
infrastructure, cropping and production patterns, employment, and
financing while institutionalizing within FESACORA the capacity to
generate and analyze this type of information in a manner that will
compensate in part for the lack of baseline data that constrained the
inauguration of the agrarian reform and is a constraining factor in its
continuing implementation. Much of the data to be collected under this
census will be both complementary and supportive of PERA's analytical
program and for that reason PERA has been forthcoming with both
technical and logistic assistance for the census.

c. Socio-economic profiles of agrarian reform beneficiaries

In addition to the agrarian reform credit delivery system
assessment described above, PERA has scheduled two agrarian reform
profiles for its 1984 program, one describing the socio-economic
conditions of the Phase I beneficiaries and the other the Phase III
beneficiary population. As with the previous exercise of this nature
conducted in late 1982, credit will be an important subject for review.
The Phase III beneficiary profile of 1982 provided important insights
into the credit utilization patterns of that population. These two
profilesw~ll contain expanded and refined credit components to generate
the information needed to provide the analytical basis for estimating
the demand for credit, including investment credit, in the agrarian
reform sector. The Phase I beneficiary profile questionnaire will
contain a set of questions devoted to generating data on the beneficiary
population's participation in their cooperative enterprises. More
specifically, the information to be derived from this aspect of the
exercise will permit analysts to quantify the beneficiaries' accumulated
equity in their cooperatives and predict how it will influence their
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management behavior, particularly as it might relate to investment
decisions. In the case of the Phase III beneficiary profile, a section
of the questionnaire will be devoted to producing information that will
assess and distinguish the behavior of provisional and definitive title
holders as it relates to the use of both production and investment
credit. A similar approach will be used to distinguish the production
credit use patterns and investment intention of beneficiaries with
oppositions pending against their title applications and those whose
applications went unopposed.

d. Agrarian debt policy analysis

Of particular interest to USAID is the debt structure of the
Phase I cooperatives as it impacts on the success of this project and
the financial viability of the agrarian reform cooperatives. The debt
structure of the Phase I cooperatives in most cases consists of three
components: the "agrarian debt", that is, the cooperative's obligation
resulting from an assessment based on scheduled payments to compensate
former landoweners; emergency credit extended in 1980 under the BFA-ISTA
emergency lending facility; and production and investment credit
extended since 1980.

Questions have arisen as to the equity of procedures employed
in the adjudication of compensation payments to former landowners and
whether or not determined values bear an appropriate relationship to the
economic value of land transferred to cooperatives, and hence to their
income producing potential and repayment capabilities.

USAID will conduct with the GOES a policy analysis of agrarian
reform debt. The study will develop alternative policy options to
redress the debt service burden of agrarian reform cooperatives and
evaluate these in terms of their financial impacts on the Phase I
cooperatives, their financial impacts on ISTA and the country's
financial institutions, and both financial and economic ~mplications of
their impacts on public sector revenues and expenditures. This last
issue is of particular importance to USAID and will receive special
attention. The proposed methodology is to establish, through sampling,
debt restructing requirements of the cooperatives. Once that is
established, the fundamental question becomes one of how to execute a
restructuring program in a manner that is affordable and would contain
only minimal adverse financial and fiscal effects.

e. 1983/1984 crop year lending to the agrarian reform sector

Finally, PERA included, in its 1984 schedule of activities,
the publication of a document that will report on the national financial
system's lending to the agrarian reform sector during the 1983/84 crop
year. That document will contain among other things, a definitive
determination of the amounts of credit provided to and utilized by the
agrarian reform sector for production and refinancing.

A schedule for the above analytical exercises is presented in
this Project Paper Supplement's section describing evaluation
arrangements.
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III. PROJECT SUPPLEMENT RATIONALE

The present supplement was designed to address the constraints
to providing credit to the agrarian reform sector, with a view towards
addressin~ the credit 'needs of the 317 cooperatives to the extent
possible with available resources. In exploring ways to address the
credit needs of the 317 cooperatives, discussions were held with the
director of ABANSA, and with the commercial banks (referred to as mixed
banks) which are members of ABANSA. The discussions highlighted a
fundamental difference in attitude between the mixed banks and the BFAr
BFA, being a development bank, takes a more active role in developing
projects for agrarian reform beneficiaries. Most of the mixed banks,
do not take an active role in designing projects for their cooperatives
and, as a result, extend credit only to those cooperatives which are
financially and administratively capable of presenting applications and
projects on their own initiative. Other financial institutions are
willing to take on what they consider the "development" activities of
making field visits and designing farm plans and crop and investment
projects as long as the administrative costs of engaging in these
activities are met.

Within the GOES, some thought was given to assigning all of the
Phase I cooperatives to the BFA. Implementation of such a reordering
would be a long and complicated process which presently would place an
unmanageble burden on the BFA as an institution. Also, commercial banks
prefer to retain Phase I cooperatives which are good clients. In view
of these circumstances, GOES reassigned to the BFA cooperatives in
generally poorer financial condition. During 1983 and early 1984, 35
additional Phase I cooperatives were assigned to the BFA, bringing the
BFA total to 129. Another 13 might be reassigned soon.

A.I.D.'s assistance under Amendment No.4 takes this overall
institutional framework into account. This year's supplement proposes a
set of integrated, comprehensive project elements. While the financial
institutions' capacity to actively attend to the agrarian reform sector
will be improved, and consequently, demand for credit will increase
through the generation of bankable investment projects, refinancing will
make cooperatives solvent and eligible for new credit. New credit, in
turn, will be made available. from new project loan funds and more
accessible IDB funds. To accomplish this, the constraints discussed
above will be addressed as follows:
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A. Financial

To address the credit needs of the 317 cooperatives, A.I.D.
will continue to provide credit from development loan funds through the
BFA, for its Phase I clients. Grant funded technical assistance will
continue to emphasize the strengthening of BFA field activities and
efficient coordination between the field agencies and central office.
To improve the delivery of credit to viable cooperatives, the project
will provide GOES counterpart for a nCR administered trust fund to
finance the salaries of new field credit agents in other financial
institutions to supervise cooperatives with existing loans and to work
with less financially viable cooperatives to develop bankable projects
and to solicit and process applications. These counterpart funds will
also be used to pay for other administrative costs directly stemming
from the effort to meet the credit needs of the agrarian reform sector.

While a greater number of credit agents work to generate
projects for available new credit, solvency will be promoted by an
expanded and improved refinancing mechanism. This supplement proposes
to address the constraint of overdue debt from prior years as follows:
existing refinancing lines will offer more attractive terms to Phase I
cooperatives; and the refinancing gap of $12.2 million will be closed by
the addition of counterpart, PL-480 generated funds to the newly
established consolidated line of credit for refinancing.

The provision of field credit agents, described above, will
increase demand for the available IDB funds through the generation of
new investment projects to acquire machinery, cattle and to make
infrastructural improvements on Phase I cooperatives. The movement of
IDB production credit will be stimulated by the the use of fertilizer
supplies from BFA warehouses through the granting of a 4 point interest
spread by the BFA to the intermediate financial institutions.

B. Institutional

The contracting of credit agents by other financial
institutions to work exclusively and directly with Phase I cooperatives
will contribute to better planning by the financial institutions in
assessing credit needs of the cooperatives and in providing credit. To
attend to Phase I cooperatives recently transferred from other financial
institutions to the BFA, the BFA is in the process of hiring 21 new
credit agents.

Better planning will result from improved coordination among
all institutions involved in Phases I and III. In the implementation of
Agrarian Reform Credit and the Agrarian Reform Sector Support projects,
USAID will continue to foster coordination through planning meetings.
Recently, under the credit project, FINATA met several times with the
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BFA to agree on the number of Phase III beneficiaries expected to apply
for credit in the 1984/85 crop year (25,000) and necessary measures to
reach that target. Based on mutually agreed upon targets, the BFA will
be able to plan the use of its loan sources. FINATA and the BFA are
conducting joint meetings with CENTA of the Ministry of Agriculture and
Livestock to coordinate the provision of technical assistance to Phase
III beneficiaries. Also, FINATA recently contracted a private sector
firm to provide technical assistance to approximately 3,000
beneficiaries.

An important Phase I coordination effort will include the BFA's
participation in the selection and placement of managers and accountants
on Phase I cooperatives under the Agrarian Reform Sector Support
project. Most of the placements are expected to be completed during the
1984 calendar year. As soon as cooperatives have managers and
accountants, BFA credit agents will be better able to plan and supervise
credit.

While activities to improve the overall institutional
framework discussed above are being carried out, complementary
improvements in the BFA will be made. For example, as more credit plans
are generated by a greater number of credit agents and improved
coordination among institutions, the BFA will streamline its loan
application review process in order to provide new credit to a6rarian
reform beneficiaries in a timely manner.

Co Agricultural Credit Demand from the BFA and Other Financial
Institutions.

The provision of an adequate supply of credit to support
agricultural production in the agrarian reform sector continues to be a
vital element in the stability of the Salvadoran economy. In 1982, the
178,530 direct beneficiaries (including family members) of Phase I
cooperatives produced 14 %, 34 % and 37 % of the country's coffee,
cotton and sugar, respectively. Exports from the entire agricultural
sector generated 65 % of annual foreign exchange receipts which are used
for the purchase of vital industrial raw materials imports and other
imported goods and services.

A number of factors have combined during the past four years to
depress the entire agricultural sector (including the agrarian reform
sector) and as a result, the economy as a whole. Some of these factors
are exogenous to El Salvador, such as continued low world market prices
for the major cash crops and isolation from access to foreign credit.
Some of the factors are related to conditions existing in El Salvador,
such as continued high level of rural violence, dislocation resulting
from agrarian reform, and this year's weather conditions, which reduced
the harvest of most major crops. Analyses by USAID indicates that
planting and production by the agrarian reform sector will show a slight
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increase in 1984/1985, given the efforts to strengthen financial
viability of reform beneficiaries through this project and the Agrarian
Reform Sector Support project. Furthermore, through USAID's policy
dialogue with the GOES, we expect to see improved price incentives for
agricultural producers, beginning with cotton. However, domestic
financial resources are not sufficient to provide the necessary
production credit. The availability of external financial resources to
meet the demand for such credit during the 1984/1985 crop year continues
to be crucial for the production of additional cash crops to generate
vital foreign exchange. In addition, the agricultural sector is at the
point where further increases in production can be realized only through
improvements in farm infrastructure and machinery, which will have to be
financed by medium and long-term loans from external sources of funds,
and which must be part of a concerted effort by all agrarian reform
institutions to improve the viability of Phase I farms and Phase III
beneficiaries.

The following table presents projected agricultural demand for
the 1984/85 crop year, by sector:
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TABLE 7

PROJECTED AGRICULTURAL DEMAND FOR NEW CREDIT FOR 1984/1985
IN US$OOO

Decree 207 TOTAL

10,300 103,515

Source Tradt. Sector Phase I

BFA 62 613 30,602

Other Financial
Institutions 132,761 31,214

TOTAL 195,374 61,816

Source: BFA/USAID estimates

10,300

163,975

267,490'

The analysis of the total credit required for BFA
clients, made by the BFA and modified by the joint analysis of
consultants from STC and USAID staff, concludes that demand for
new loans will reach $103.6 million for the 1984/85 crop year
for both the traditional ($62.6 million) and agrarian reform
sectors ($40.9 million). Most of the credit provided to meet
this demand will be disbursed during the 1984 calendar year.

The following table shows the BFA/STC/AID estimates by
sources of funds (in $ millions).

TABLE 8

1984/1985 CREDIT DEMAND
(In $ Millions)

Source
BFA own funds
BCR Discount Line
BFA Reflows (from IBD,AID)
IDB Loans
SUB-TOTAL Funds available
CREDIT DEl-lAND
UNFINANCED GAP

Source: BPA/USAID Estimates

BFA/STC Projected
8.2

10.0
56.0

3.8
78.0

103.5
25.5
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IV. PROJECT SUPPLEMENT DESCRIPTION

A. Project Goal and Purpose

The goal of the Project is to improve the economic and social
well-being of the agrarian reform beneficiaries and other small
producers through increased agricultural production and employment.
To this end, the Project's purpose is to increase the availability of
credit to the agrarian reform and traditional small farm sectors and
improve the capacity of the national financial system to deliver such
credit. In prior supplements the project purpose made reference only
to the BFA. This 'supplement will expand the purpose of the Project to
include addressing the credit needs of the agrarian reform sector
clients of all national financial institutions, and improving the
capacity of those institutions to deliver needed credit.

B. Project Elements

1. Credit

a. Description

The objective of this element is to continue to
provide the BFA with funds to meet the demand for credit by the BFA's
agrarian reform beneficiaries•. Under this supplement, the credit
need~ of the traditional small farmer will be met in part by loan
funds under this supplement, but mostly by the BFA's own sources of
funds, provided by reflows from prior A.I.D. and I.D.B. assistance.
A.I.D. funds will be channelled by the GOES directly to the BFA as an
addition to capital, to the Integral Credit Line established in 1982.
The eligibility criteria and procedures for disbursement are being
modified by the BFA to streamline the loan approval and disbursement
process (See Annexes G and H for complete description of
procedures). The table below presents the BFA's credit program for
the 1984/85 crop year by source of funds and by sector. The BFA
plans to disburse most of the funds during the 1984 calendar year.
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TABLE 9
BFA

1984/1985 CROP YEAR PRODUCTION AND INVESTMENT CREDIT PROGRAN
BY SOURCE OF FUNDS (In $ 000)

Tradt. Sector
Phase I

Banking Develp. Decree Reformed
Window Window 207 Sector TOTAL

b/

1. AID-0263 1,000 5,500 13,400 19,900
2. AID-0263 pipeline 4,231 1,356 a/ 5,587
3. AID-0263 reflows . 21,994 569 6,445- 29,008
4. BID-642-l24-605 805 3,001 3,806
5. BID-642-l24 reflows 0,400 6,400
6. BID-0605 reflows 14,050 14,050
7. AID-25l reflows - 2,600 2,600
8. BID-119 reflows 4,000 4,000
9. nCR-short-term 10,000 10,000
10. BFA-own funds 694 7,470 8,164

TOTAL 10,694 51,919 10,300 30,602 103,515

Source: BFA/STC/USAID

a/ BFA applied this amount to disbursements
to Phase I cooperatives prior to the initial
project authorization date of June 28, 1980.
The disbursements were, therefore, ineligible
and were reinstated. .

b/ Less than $40,000 in total assets.

(1) Phase III

The $10.3 million allocated to Phase III beneficiaries under the
loan for the 1984/85 crop year represents the demand of approximately
25,000 provisional and definitive Phase III title holders. The average
amount of credit programmed for beneficiary for the 1984/85 crop year is
consistent with the $4,432,600 loaned to 10,737 Phase III beneficiaries
or, $412.00 per beneficiary for the 1983/84 crop year. FINATA and the
BFA met early in February 1984, to agree on a target for the number of
Phase III beneficiaries who would apply and be approved for credit.
FINATA estimated that, by the beginning of the crop year, approximately
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42,000 Phase III beneficiaries will hold either definitive or provisional
titles, and that more than half of that group will apply for credit from
the BFA. Accordingly the BFA, and USAID programmed loan funds '($4.231
million pipeline of Amendatory Agreement No. 3 and $5.5 million of this
amendment) and Project loan reflows ($569.000) for 25,000 beneficiaries
at last years average credit per beneficiary, $412.00. Of the $5.5
million in new loan funds, approximately $2.06 million will be made
available for disbursement by mixed banks. At the average rate cited
above, this amount will provide credit to about 5,000 beneficiaries.

During the 1983/84 crop year, the BFA provided credit to 10,737
Pha~e III beneficiaries or 36% of the estimated 30,000 who held either
definitive or provisional title. For the 1984/85 crop year, FINATA, BFA
and CENTA will implement certain actions designed to increase the number
of Phase III applicants for credit to' 25,000. The actions are:

FINATA will issue identity cards to Phase III beneficiaries
who hold definitive or provisional title. Information on applying for
credit to the BFA will be distributed with the cards.

FINATA and the BFA will air a radio campaign to promote BFA
credit for Phase III title holders.

FINATA, throu5h a series of meetings will provide credit
information and prepare Phase III beneficiaries for subsequent meetings
with BFA credit agents, in which loan applications will be filled out.

FINATA will provide the BFA and CENTA with lists of all Phase
III beneficiaries (definitive and provisional title holders).

The BFA will institute an automatic lending program under
which Phase III beneficiaries with good repayment records will be
automatically approved for credit. This will free up BFA agent and other
staff time for new or riskier Phase III credit applicants.

The BFA will increase its number of Phase III credit agents
from the 58 it had last year to 73 this year.

The BFA will initiate a special campaign to promote
investment credit for Phase III beneficiaries holding definitive titles.
These beneficiaries have a tangible stake in making property
improvements, purchasing machirlery and equipment, etc.

CENTA recently hired 145 extension agents to work Dlostly with
Phase III beneficiaries. These agents will carry out fieldwork in
accordance with action plans jointly developed by'FINATA, BFA, and CENTA.

FINATA will contract private sector technical assistance for
Phase III cooperatives who have organized into cooperatives.
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(2) Phase I

The total amount programued for Phase I cooperatives reflects
credit needs of approximately 129 cooperatives after cooperatives were
transferred from other financial institutions to the BFA duri~g 1983. By
the beginning of 1984, approximately 129 cooperatives were under the
BFA. Total credit estimated for this number is $30,602 million or
approximately $240,000 per cooperative. These amounts are consistent
with the BFA historical average per year, per cooperative, increased by

. about 15% to accomodate both new demand created by newly placed Phase I
cooperative managers and stepped-up BFA field activities and additional
transfers of cooperatives from other financial institutions.

b. Implementation

Close coordination between the BFA and FINATA and the BFA
and ISTA will be required to meet disbursement targets to reach loan
applications targets. A condition precedent to disbursement in
Amendatory Agreement No. 4 will require new sub-agreements between the
BFA, FINATA and CENTA for Phase III coordination. The sub-agreements
will include disbursement targets as well as steps to be taken to reach
such targets.

Quarterly meetings will be held among all institutions involved,
including A.I~D. to review disbursements under the project and to make
appropriate recommendations.

As described in the disbursement schedule of the Implementation
Plan, this year's supplement will increase credit available through the
Integral Credit Line. The 1984/85 Credit Program, presented above is
illustrative, for estimating purposes. The $19.9 million proposed in
this supplement will be available for disbursement from January 1, 1984
through March 31, 1985, for either the 1984/85 or the 1985/86 crop year.

2. Refinancinb

a. Description

The objective of this element is to make Phase I cooperatives
solvent and, therefore, eligible for new credit programmed for agrarian
reform by the BFA and other financial institutions.

Presently, there are two refinancing lines available to Phase I
cooperatives: the BCR cotton/coffee line and the BCR/A.I.D. line. The
cotton/coffee line has been utilized and the present refinanced balance
in that line is $10.5 ~illion for cotton and $186,000 for coffee. Phase
I cooperatives are having difficulties repaying these amounts because of
the interest rate (11%) and the terms of equal payments not based on
capacity to pay. Also, the BCR estimates that an additional $15.1
million are needed to refinance overdue coffee and cotton loans.
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The BCR/A.I.D. line was established in 1983, but problems have
been encountered in its utilization. Prior to September, 1983, the
interest paid by cooperatives stood at 11%, and as was the case with the
cotton/coffee line, repayment terms were not based on repayment
capacity. In September 1983, the nCR published terms of the BCR/A.I.D.
line. The terms were not acceptable and had to be modified for the
following reasons: 1) the line only provided for production credit and
did not include refinancing of investment credit; 2) repayment terms were
not clearly based on capacity to repay; 3) the interest rate of the line
was not stated in the terms, although it was understood to be 6%; 4) the
expiration date of January 31, 1984 was unreasonable; 5) terms included
reference to the agrarian debt (althou5h no funds were used for the
agrarian debt) and 6) cotton and coffee refinancing were not included.

In December 1983 and January 1984, the BFA and A.I.D., each,
recommended through correspondence that: l)the line include investment
credit; 2) repayment terms be based on repayment capacity; 3) the
interest rate be 6% for cooperatives; 4) the eligibility period be
extended; 5) the agrarian debt be excluded from refinancing and, 6)
cotton and coff~e be included in the line. Also, in January, USAID began
to hold discussions with the BFA, other financial institutions, and the
BCR, on the need to meet the total refinancing gap and on improving and
speeding up utilization of refinancing lines. The discussions identified
total refinancing needs, including renegotiation of already refinanced
amounts, as presented in the following table.

The discussions led to a concensus on procedures to make terms
and conditions of each line compatible in order to facilitate effective
refinancing, as described below.



-34-

TABLE 10
AMOUNTS TO BE REFINANCED THROUGH CROP

YEAR 19H2-83, BY CO~~ODITY AND BANK
. ($000)

Institution Coffee Cotton Other Total

BFA

Hipotecario

Sa1vadoreno

Comercio

Cuscat1~n

2,278.3 6,853.0 10,59b.7 19,730.0

1,843.8 7,823.0 1,960.1 11,626.9

9.7 1,658.3 1,221.5 2,889.5

177.8 1,055.8 1,434.8 2,668.4

45b.U 1,796.9 78.2 2,331.9

FEDECREDITO

Cr~dito Popular

88.8 83.4

899.2

923.5 1,095.7

151.2 1,050.4

Agricola Come~cia~

Capita1izador

48.6

58.5

.269.5

445.0

471.1

27.5

789.2

531.0

Totals

%

Source: BCR

4,962.3 20,884.1 16,866.6 42,713.0

12 49 39 100

Under the proposed refinancing mechanisms, the terms of the
currently refinanced amounts will be renegotiated between financial
institutions and with Phase I cooperatives. In effect, the amount
available for refinancing will nearly meet the refinancing demand of
$42.7 million: $10.5 million from the cotton/coffee lines; $20.0 from
the previously established AID/BCR Special Line of Credit; and $12.0 of
new counterpart PL-480generated local currency.

After the currently refinanced amounts (totaling $14.5 million
as shown below) are renegotiated and new refinancing agreements are
negotiated, the $42.5 million will be available for refinancing at
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approximately a 6.0% interest rate to the cooperatives. Repayment will
be based on the cooperatives capacity to pay and therefore may vary
from year to year. Repayment by the banks to the BCR will be at 4.0%.
Reflows from the HCR/AID line will be made available to refinance
future overdue amounts. Therefore, refinancing will be a continuing
process.

Table ll,presented below, compares the present refinancing
situation with the proposal under this supplement.

In resolving overdue amounts of Phase I cooperatives there are
basically three alternatives: 1. To forgive and write-off such amounts;
2. To refinance such amounts at the lowest rate of interest possible
given the financial structure over an eight to ten year period; and 3.
To refinance such amounts at higher rates of interest which approach
the market rate on new credit, with equal annual payments over an eight
year period. The first alternative is legally complicated and would
involve setting a dangerous precedent. Also, it is inappropriate given
the improved financial viability and repayment record of many Phase I
cooperatives during 1983 and the probability of continued improvements
in 1984/85 and future crop years. The difference between the 11% and
the 6% interest rates under the second and third alternatives could
reach several hundred thousand dollars per cooperative per year and
would have a negative impact on the cooperatives capacity to pay
refinanced principle amounts.

Based on these considerations, the BCR, BFA, and the mixed
banks concluded that the second alternative was the most appropriate if
applied on a one-time~only basis for the 1984/85 crop cycle.

The BCR, BFA, and mixed banks have concluded that the
refinancing lines, with interest at 6% and payment based on capacity to
pay, will result in improved repayment of refinanced overdue debt, as
well as current production credit because of various factors (the rate
on new production and investment credit being provided by the BFA, and
mixed banks and on AID and IDB credit lines continues at about 13%):

-Payment of principle will be based on capacity to pay, including
improved production and income estimates for the 1984/85 crop cycle;

-The drop in interest rates from 11% to 6% will considerably lower
amounts paid by the cooperatives. In some cases the difference in the
first year payment is several hundred thousand dollars.

-There was a large increase in loan recuperation during 1983. As
described in the Financial Analysis, the BFA recuperation rate
increased from 65% in 1982 to 84% in 1983

-Placement of farm managers and accountants on Phase I coopera~lves is
proceeding at an accelerated pace (50 managers have been placed and 100
additional are being processed for placement). This will contribute to
improved financial viabilit¥ of Phase I cooperatives.
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-Other support activities such as improved coordination among the
institutions involved in agrarian reform process, and improved and
greater technical assistance provided to the Phase I cooperatives will
also result in improved financial viability of the Phase I cooperatives.

-While production on Phase I cooperatives in expected to rise, prices
are also expected to increase. In addition, the GOES is also seeking
ways to speed up payments to Phase I cooperatives for produce.

The process for approving cooperative applications for
refinancing is a careful two-step proce~s. This involves approval at
the BFA/mixed bank level and then a careful review by the BCR before a
cooperative is approved for refinancing. A review of this process,
including representative examples of Phase I cooperatives is presented
in the Financial Analysis Annex.

TABLE 11

AVAILABLE RESOURCES
FOR REFINANCING PHASE I COOPERATIVES

($000)

Item

Amount
Out­
standing

Interest.
Rate
Paid by
Coops

Interest
Rate Paid
by banks

Present situation

1. Outstanding refinanced
balance 10,507.2 11.0% 9.0%
Cotton/Coffee BCR line

2. Outstanding refinanced
AID/BCl{line 4,000.0* 11.0% 9.0%

3. Outstanding debt in
financial institutions 28,205.8 14.00%

TOTAL 42,713.0 12.98% 9.0%

4.0%

4.0%
4.0%

6.0 %
6.0 %

6.0 %

32,205.8
42,713.0

2.

Consolidated Line for Refinancing
Under Amendment No.4
1. Outstanding balance

Cotton/Coffee BCR line 10,507.2
Revised and Augmented
AID/BCR line

TOTAL

Benefit to Coops
* BCR line of ~38 million ($15.2 million).

** Assuming that 50% is past due causing interest rate to increase
from 13% to 14% due to penalty interest charged.
***For. additional information on refinancing, see Project background,
D. Constraints to the Effective Provision and Use of Credit for the
Agrarian Reform Sector.
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b. Implementation

The lines will administer by the BCR program managers
described below in the Credit Agent Program under 3. Institution
Building and will be closely coordinated with the BFA and others
institutions. Financial institutions will be required to ~resent

applications for refinancing within 60 days of the signing of
Amendatory Agreement No. 4 of the Project Agreement. The BFA is ready
to present refinancing applications totaling approximately $19.0
million to the BCR, pending modification of the refinancing
mechanism. USAID is proceeding with negotiations to settle· on a rapid
implementable mechanism before or soon after April 1, 1984, the
beginning of the crop year.

3. Institutional Building

a. Description

The analysis of the BFA's disbursement and institutional
performance, as well as the review of the agrarian reform credit
sectoral constraints, presented in the Project Background, reveal
major problems which relate to the entire institutional framework of
the Project. For this reason,to the extent that A.I.D. and
counterpart project resources permit, the objectives of the
institutional building element is to improve the capacities of
financial institutions to attend the credit needs of the agrarian
reform sector. Three activities under this element are proposed.

Credit Agent Program

a. Description

The objective of this activity is to service the credit
needs of all Phase I cooperatives by maintaining an average
cooperative to agent ratio of 3 to 1. This program will consist of
placing an average of three credit agents in each of the banks which
have, together, the largest numbers of Phase I clients, and providing
two managers in the BCR to administer and supervise the program. A
total of 24 agents will identify and develop credit plans as well as
production and investment projects for Phase I cooperatives. These
projects will identify timely opportunities to utilize credit
available through the IDE funds mobilization element described above.
The credit agents will also mobilize the $3.9 million AID/BCR
investment credit line established by Amendatory Agreement No.2. In
addition to the salaries and support costs of 26 agents, the activity
will provide funds to finance the transportation and training of each
of the agents. Training will include short courses in: general farm
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planning and management, development of financial plans,
identification and design of investment projects, credit superv1s1on,
methods of financing, identification of technical assistance needs,
and other appropriate topics.

b. Implementation

To finance this activity, a trust fund will be established in and
administered by the BCR. The HCR will disburse funds to the mixed banks
to pay for salaries and other support costs, including training and
transportation of the 24 credit agents and two HCR program managers. The
BFA, as well as other financial institutions will be included in the trust
fund to accomodate the fluid situation of Phase I cooperative assignments
as described earlier. Presently, theHCR evaluates agricultural credit
activities of the BFA and other financial institutions annually in order
to determine bonus interest points (up to two) in addition to the
customary two points. This evaluation process will be increased to
include quarterly progress reports and be made part of HCR supervision
activities to be focused on the agrarian reform sector. The two HCR
program managers will supervise utilization of the refi.nancing mechanism
described above.

USAID negotiations to establish the credit agent program have
confirmed interest on the part of the BCR_ to establish and supervise the
program, by financial institutions in incorporating the agents into theii
organizations and by the BFA in providing short-term training to the
credit agents.

-Institution Building at the BFA

a. Description

The following activities will continue as part of the
project's continuing effort to consolidate and strengthen the BFA's
reorganization.

(1)

(2)

(3)

(4)

Completion and implementation of the job
classification plan together with an established
system of performance evaluation and motivation.

Implementation of a new training program, on a
bank wide basis.

Improvement of internal auditing and expansion of
the auditing function to include management audits
at the field agency level.

Naintenance of the following attained financial
performance targets:
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-Maintain liquidity ratio above 4.0
-Maintain working capital above of $90.0 million.
-Maintain loan recuperation rate above 80%,
-establish threshold level for loan recuperation

and attain that level.

(5)

(6)

b. Implementation

BFA utilization of the nCR special Line of Credit
for refinancing and, correspondingly, increased
lending to Phase I cooperatives that have been
refinanced under that line.

Streamlining of the BFA loan review and approval
process, through the introduction of an automatic
loan processing mechanism. This mechanism will
entail the automatic approval of loan
applications, up to certain levels, made by BFA
clients with solid repayment records, including
those who are agrarian reform beneficiaries. This
will make mbre BFA staff time available for new or
less financially viable clientso

To help carry out the above activities, the project will finance
7000 person months to extend technicians presently providing technical
assistance and to cover new identified needs, as presented below under C.
Project Amendment Inputs.

To monitor technical assistance being provided to the BFA for
institutional building; BFA, STC, and A.I.D. staff will meet together
every quarter to review pro~ress. Such meetings will be based on timely
presented, concise quarterly reports by the STC.

Coordination Program

a. Description

This supplement's institution building efforts will address the
institutional framework as a whole i.n relation to providing credit to the
agrarian reform sector. There are certain constraints, which to be
addressed, require coordination among all of the institutions which are
charged with contributing to the viability of Phase I cooperatives and
Phase III beneficiaries. ISTA and FINATA are responsible for promoting
viability and especially for assuring that Phase I and III units are
properly managed; the HCR, the BFA, and the private banks are responsible
for providing credit inputs; ~~G and its divisions, such as CENCAP and
CENTA, are charged with providing training and technical assistance inputs
into the agrarian reform program. All of these inputs are indispensable
for achieving production targets and financial viability. At USAID's
recommendation, several meetings have taken place among these
institutions, with positive results. In the future USAID will promote
quarterly meetings at the technical level, as described below, under b.
Implementation.
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In order for effective coordination to take place and for
important issues to be resolved and constraints to be addressed, decisions
must be made and policy directives must emanate from the highest GOES
levels. For example, once the policy analysis on the impact of agrarian
debt is completed, recommendations from the analysis must be translated
into policy. This will be accomplished only through effective and
coordinated policy formulation by key GOES leaders. This effective
coordination does not now exist and is particularly important as a means
of dealing with Phase I issues$ For this reason, USAID will advocate not
only coordination at the technical level, as described above, but also at
the highest policy-making level.

These activities will not require any resources in addition to
those already provided by Projects Nos. 0263 and 0265. Coordination will
be an orientation in the implementation of both projects (an orientation
reinforced by covenants).

b. Implementation

USAID will require quarterly review meetings at the technical
level, with the participations of institutions by covenant as follows:
for Phase 1- BFA/ISTA/CENTA; Phase 111- BFA/FINATA/CENTA, and other
appropriate MAG entities, such as CENCAP for Phases I and III. USAID will
also covenant the GOES to identify an "Agrarian Reform Policy Coordinating
Committee" for Phase I, which will consist of the highest GOES officials
whose decision making have an impact on the agrarian reform. The
committee will include the Presidents of the BFA, BCR, ISTA, and the
Minister of A6riculture, among other appropriate decision makers. This
committee will meet as necessary and \ViII review information and analysis
provided by the technical levels. These activities will not require
project funding.

4. Integrated Pest Management

This element will expand field level research and extension
in cotton IPM from ~,OOO mz. to 11,000 mz. in the western part of the·
country and will introduce cotton IPM in eastern areas of El Salvador.
The objective of the IPM element is to define economical and practicable
IPM packages for cotton and other crops in order to maintain and, in some
cases, increase production, while lowering pesticide costs on agrarian
reform farms. By the PACD of December 31, 1985, CENTA will be able to
expand IPM techniques to other crops. By this time, the ROCAP regional
IPM project which contemplates the provision of training, technical
assistance, and diagnostic services in IPM by re6ional institutions for a
variety of crops, will have been initiated. That regional project should
assist CENTA in the extrapolation of IPM techniques to other crops.
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C. Project Amendment Inputs

1. AID Financed

a. Loan Funded

Of a total of $21.9 million:

(1) $18.9 million will be provided to the Integral Line of
Credit for loans to the Agrarian Reform Sector; $1.0
million will be provided to the traditional sector

(2) $1.8 million will be provided to the BFA to purchase 120
additional vehicles (jeeps) and spare parts, principally
for credit agents working with agrarian reform
beneficiaries.

(3) $.2 million will be provided to the BFA for foreign
exchange to finance short courses in the U.S. and
Geographic Code 941 countries as outlined in the BFA
training program.
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b. Grant Funded

The BFA will use $600,000 to provide 70.0 person months of
technical assistance in the following areas:

TECHNICAL ASSISTANCE TO BE FUNDED WITH GRANT FUNDS
Number of Person

Months

Financial Specialist
Credit Services Advisor
Accounting Advisor
Credit Advisor (collections)
Electronic Data Processing Advisor

Farm Credit Advisor
Planning Advisor
Other

TOTAL

2. GOES Counterpart Contribution

12.0
12.0
12.0

7.0
1.5

l2.CJ
12.0

1.5

70.0

The GOES will make available local currency contribution of
$13.2 million from PL-480 generated funds to finance the following
activities:

a. -$12.0 million as a contribution to the newly established
BCR Consolidated Line of Credit for refinancing.

b. -$800,000 million for 26 credit agents to be placed in the
BCR and other financial institutions through a BCR
administered trust fund. Transportation for the 26 agents
will be also financed by the trust fund.

c. -$200,000 for the local currency cost of courses to be held
in-country under the BFA training plan.

d. -$200,000 for continuing IPM activities to the proposed
PACD of 12/31/85.

v. PROJECT ANENDMENT FINANCIAL PLAN AND ANALYSIS

A. Financial Plan

The following tables show: the financial plan proposed by this
supplement; projected 1984 expenditures; projected 1985 expenditures; the
life of project financial plan; and the costing of project outputs/inputs
under this supplement. Financial plans for Amendments 1, 2, and 3 are
presented in the Financial Plan and Analysis Annex.
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TABLE 12

Sun~ary Cost Estimates and Financial Plan
(US $ 000)

Supplement

AID HOST COUNTRY
SOU R C E FX LC FX LC TOTAL

Development Loan Funds

Credit
Special Line of Credit
Integral Line of Credit 19,900 19,900
Investment Line of Credit

Refinancing 12,000 12,000

Vehicle and Equipment 1,800 -0- 1,800

Integrated Pest Hanagement 200- 200

Operational Support 800 800

Training 200 200 400

Contingency

Sub-Total Loan 2,000 19,900 13,200 35,100

Development Grant Funds

Technical Assist~nce 600 600

Sub-Total Grant 600 600
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TABLE 13

Projection of Expenditures for Fiscal Year 1984
(US $ 000)

A I D Host
SOU R C E Loan Grant Total Country TOTAL

USE

Credit
Special Line of Credit
Integral Line of Credit 16,000 16,000 16,000
Investment Line of Credit

Refinancing 12,000 12,000

Vehicles and Equipment 1,800 1,800 1,800

Integrated Pest Management

Operational Support 400 400

Training 100 100 100 200

Contingency

Technical Assistance 300 300 300

TOTAL 17 ,900 300 18,200 12,500 30,700
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TABLE 14

Projection of Expenditures for Fiscal Year 1985
(ULS $ 000)

A I D Host
SOU R C E Loan Grant Total Country TOTAL

USE

Credit
Special Line of Credit
Integral Line of Credit 3,900 3,900 3,900

- Investment Line of Credit

Refinancing

Vehicles and Equipment

Inte~rated Pest Nanagement 200 200.
Operational Support 400 400

Training 100 100 100 200

Contigency

Technical Assistance 300 300 300

TOTAL 4,000 300 4,300 700 5,000
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TABLE 15

Summary Cost Estimates and Financial Plan
(US $ 000)

Life of Proj(~ct

AID HOST COUNTRY
SO'U R C E FX LC FX LC TOTAL

USE

Development Loan Funds

Credit
Special Line of Credit 11,100 3,900 15,000

- Integral Line of Credit 58,800 12,800 71,600
- Investment Line of Credit 3,900 3,900

Refinancing 12,000 12,000

Vehicle and Equipment 2,900 200 3,100

Integrated Pest Management 200 400 600

Operational Support 3,300 3,300

Training 200 200 400

Contingency

Sub-Total ·Loan 3,300 70,100 36,500 109,900

Development Grant Funds

Technical Assistance 2,075 150 2,225

Sub-Total Grant 2,075 150

TOTAL 5,375 70,250 36,500 112,125
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TABLE 16

COSTING OF PROJECT OUTPUTS/INPUTS
(In $ 000 or equivalent)

Project Outputs (see log frame)
Project Inputs a.l.2.+3 b.l+2 c.ldl+d2 e.6 f 1 Total

A.I.D. Appropriated:

Integral Life of
Credit 19,900 19,900

Vehicles and
Equipment 1,HOO 1,800

Training 200 200

Technical
Assistance 600 600

Host Country

IPH 200 200

Refinancing 12,000 12,000

Operational
Support 800 800

Training 200 200

Total 19,900 12,000 1,000 2,600 200 35,700

B. Financial Analysis*

The Regional Inspector General for Audit, Latin America, in audit
report No. 1-519-84-2, dated January 18, 1984 identified three major problems
which affect the BFA's operation: -q,

High operating costs

Poor rate of loan recuperation; and
.. ..::

Weak fiscal, accounting, and credit management controls.

*A table presenting ~1ethods of Implementation and Financing is presented in
the Procurement Plan on p. 74.
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The analysis presented below covers four areas: 1) Operating
Costs; 2) Comparative Financial Indicators; and 3) Loan Recuperation. The
discussion on operating costs and loan recuperation is based on official,
published BFA financial reports and information and analysis provided to
USAID by STC advisors. The BFA financial reports indicate that in 1982
and especially 1983, much progress was made in reducing administrative
costs as a percentage of income and in reducing the cost of short-term
borrowing. This progress is borne out by 1982 and 1983 comparative
financial statements audited and published in an audit report dated
February 24, 1984 by Rivera, Menendez and Associates, the BFA's external
auditors. These financial statements are presented in the Financial Plan
and Analysis Annex. Official published statements by the BFA and analysis
performed by the STC also indicate that the recuperation rate as uniformly
measured for 1982 and 1983 improved considerably. The fiscal, accounting
and credit management controls are areas of concentration of STC Technical
Assistance and will continue to be. Progress in these areas is also
discussed in the institutional analysis.

1. Operating Costs

The financial analysis presented in Amendment No. 3 provided
a detailed discussion of the BFA's financial performance from 1978 through
19828 That analysis revealed that the lowest period in the BFA's
financial performance ocurred in 1980, and that a recovery program was
initiated as a result of the recommendations made in early 1981. The
recovery program included taking steps to reduce BFA's outstanding debt
with the BCR, contracting additional agents to improve the supervision of
-field operations, increased utilization of farm plans in the loan approval
and repayment schedule proceses, and implementation of a set of procedural
changes to strengthen the BFA's fiscal, accounting and credit management
controls.

One of the areas of concern in the audit conducted by the
Regional Inspector General for Audit dated January 18, 1984 was the high
operating cost of the BFA, consisting of high administrative expenses and
the high cost of short-term borrowing. rt should be noted that the IG's
opinion was based on 1981 financial information. The financial analysis
of Amendment No. 3 revealed that, due to the implementation of the
measures described above, BFA's financial performance improved
considerably by the end of the 1982/83 crop year. According to BFA
financial statements, and financial statements published by the external
auditors in the audit report, that improved performance continued into
the current crop year. Tables 17, 18 and 19 presented below, indicate
that while revenue rose in 1983, expenses, as a percentage of revenue,
decreased significantly, while BFA's loan portfolio and number of loans
contracted rose, administrative expenses, as a percentage of gross
income, dropped. BFA's cost of capital or interest paid dropped
sharply. This is due to the large reduction in the BFA's debt with the
HeR.
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TABLE 17

BFA. PROFIT AND LOSS STATEMENT FOR THE BANKING OPERATIONS
1978-1983
($000,000)

ITEH 1978 1980 1981 1982 1983

Revenue 5.2 11.6 16.8 17.2 23.2

Expenses:
Adm. Expenses 4.7 7.5 8.9 9.5 10.8
Interest Paid 1.1 5.3 5.2 3.8 3.2
Other 0.4 0.6 0.8 0.8 1.1

TOTAL EXPENSES 6.2 13.1 14.9 14.1 15.1

Net Profit before (1.0) (1.8) 1.9 3.1 8.1
bad debt adjustment

Bad debt charges 1.0 5.4 5.9 12.1*

Net profit (1.0) (2.8) (3.5) (2.8) (4.0)

Source: BFA/STC

* In 1983, because of a large net profit before bad debt expense, the BFA was
able to allocate a substantial amount to the bad debt reserve. This is in
accordance with the bad debt reserve and loan recuperation strategy described
below. Accordingly a large extraordinary adjustment was made and the bad debt
reserve was increased $12.1 million. External auditors found that
approximately $5.3 million apply to 1983 while $6.8 million apply to prior
years.
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TABLE 18

BFA'S NET PROFIT, 197H-1983
($000,000)

Bankin~ Other
Year Operations Operations TOTAL

1978 (1.0) 1.0

1980 (2.8) 2.9 0.1

1981 (3.5) 4.2 0.7

1982 (2.8) 3.7 0.9

1983 (4.0) 5.3 1.3

SOURCE: BFA Profit and Loss Statements
TABLE 19

Comparative Financial Indicators
1978 through

($000)

Dec.31 Dec.31 Dec.31 Dec.31 Dec.31 Dec. 31.
1978 1979 1980 1981 1982 1983

1. Working Capital 4,542 (5,524) (50,500) (54,039) 72,681 96,576

2. Liquidity Ratio 1:1 .9:1 .6:1 .6.1: 2.76:1 4:1

3. Quick (Acid Test)
Ratio .12:1 .05:1 .05:1 .18 :1 .70:1 .6:1

4. Administrative
Cost as % of
income 90% 78% 65% 52% 59% 47%

5. Reserve for
Bad Debt $2.6M $3.2N $4.21'1 $9.6N $15.5H $27.3H*

Source: BFA/STC

* Includes $6.0 N for unco11ectab1e interest.
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The most noteworthy development in the BFA's income statement
trends (see Table 17) is that the BFA turned a large increase in profit
from its banking operations. Over recent years, the BFA has been
dependent on other operations, mainly the sale of fertilizers and other
inputs, to make a profit. It should be noted, however, that interest
income is accounting income and increased because of a growing
portfolio. Some of the interest income will never be received and should
be offset by appropriate charges to the bad debt expense and
corresponding credits to the bad debt reserve. A large adjustment ($12.1
million) was made and the reserve (provision) for bad debt (shown as an
offset to loans receivable and interest receivable on the balance
sheet). Eventually loans and interest receivable which are deemed
uncollectable will be written off against this reserve account. This
will take place when the BFA and GOES agree on a debt forgiveness/write
off policy.

2. Comparative Financial Indicators

Comparative financial indicators (uniformly measured by BFA and
STC over the past several years), presented above in Table 19, also
demonstrate the BFA's strengthened banking operations. The improvements
in working capital (from $72.6 in 1982 to $96.6 million in 1983) and the
liquidity ratio (from 2.76:1 in 1982 to 4:1 in 1983) were due to BFA's
reduction of short term debt liability to the BCR and to the increase in
current assets. Current net loans receivable, which are current assets,
show no change, since both current loans receivable and the corresponding
offset in the reserve for bad debts increased. The most liquid current
assets were also stable. This is borne out by consistency in the acid
test (quick) ratio (From .7:1 in 1982 to .6.1 in 1983). In the case of
the BFA, the acid test ratio represents the ratio of the BFA's most
liquid current assets, such as cash on hand and in transit, to short term
debt, mostly with the BCR. The improvement in the liquidity ratio
indicates that the BFA is in a stronger position to control short term
debt, which in prior years seriously threatened the BFA's financial
viability.

In terms of meeting the credit needs of the a~rarian reform
sector, the improvement in liquidity means that the BFA should be in a
better position to provide short term or production credit to its clients.

3. Loan Recuperation

The Financial Analysis of Supplement No.3, estimated the
recuperation rate to be 60% for the 1982/83 crop year and predicted that
corrective steps being taken would result in a 76% recuperation rate in
the 1983/84 crop year. The recuperation rate for 1983 reached 82.7%.
The target was surpassed. Further, Amendatory Agreement No. 3 expressed
the target in dollars, i.e. that, by the end of the 1983 calendar year,
the BFA would "increase loan recuperations from $65.7 million to $76.2
million". By December 31, 1983, the dollar value of loans recuperated
had reached $79.6 million. ~



-52-

Loan recuperation is one of the strongest areas of the STC
technical assistance and such technical assistance coupled with the BFA's
own efforts had a very positive impact on loan recuperation. There is a
continuing need for improvement, however. A sizable portion (at least
50%) of the delinquent loans should be written off as uncollectable. In
reco~nition of this, the BFA, under STC guidance, implemented a
recuperation rate and bad debt reserve policy. This policy can be
explained by describing how the recuperation rate was calculated for
calendar years 1982 and 1983 as of December 31, of each of those years,
respectively~

The recuperation rate is calculated by dividing the actual
amount recuperated by a estimated "recoverable" amount. The recoverable
amount is an estimated amount recoverable out of the total amount
becoming due during a specified period of time, usually one year. In the
case of the BFA, the recoverable amount is established in the beginning
of the year by adding the following amounts: 1) all short-term loans
becoming due during the period; 2) 20% of all intermediate loans and 10%
of all long-term loans; 3) 50% of all overdue amounts; and 4) 20% of all
loans disbursed during the period. Based on this, the recuperation
target is established. The calculations for 1982 and 1983 follow:

1982
Recoverable
(in US$OOO)

Short-term loans (100%)
Investment loans .
(20% of 5 yr. loans and 10% of
10 yr. loans)
Overdue loans
(average of 50%)
Amount disbursed (20%)

Recoverable

Amount recuperated by
December 31, 1982

Recoverable

59,226

7,554
13,600

13,600

93,980

$61.2 =65%

94.0



1983

Short term loans (100%)
Investment loans
(20% of 5 yr. loans, 10% of
10 yr. loans)

Overdue loans
(average of 50%)

Amount disbursed (20%)

Recoverable

Amount recuperated by December
31, 1983

Recoverable
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Recoverable
(in US$OOO

54,160

7,413

21,046

13,606

96,219

79.6 = 82.7%

96.2

If only 50% of overdue loans are assumed to be uncollectable,
then the bad debt reserve should approximate that amount plus interest.
For Calendar Year 1983, because of high income the BFA was able to make a
large extraordinary adjustment and credit the bad debt reserve
(provision) by $12.1 million. The bad debt reserve now totals $27.3
million, $21.0 million for unrecoverable loans (see calculation above)
and $6.3 million for unrecoverable interest. Thus, for the first time
ever, the BFA realistically dealt with the fact that 50% or more of
overdue loans are uncollectable. However, more than 50% of overdue loans
are uncollectable. The technical assistance will focus helping the BFA
to estimate unco1lectable loans and interest and to accordingly make
adjustments to the bad debt reserve.

Approximately $42.1 million or 26% of the $163.8 BFA agrarian
reform and small farmer portfolio are overdue, as presented in the
following table:
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Table 20

BFA AGING OF ACCOUNTS AT DECEMBER 31, 1983
ANALYSIS OF PORTFOLIO

(US $000)

No of Loans 133,458

Total Balance ($)

No. of Overdue Loans

Amount of Overdue
Loans ($)

Percent of Portfolio
Overdue (%)

Amount Overdue 61-120
days ($)

Amount Overdue more than
120 days ($)

*Source BFA

163,789

44,341

42,719

26

618

42,101

There are several conclusions to be made from this analysis of
overdue balances and the recuperation rate. The technical assistance in
this area, as well as the BFA's own efforts, must be continued. The BFA,
with technical assistance, has undertaken a pilot project in loan
recuperation at the Sonsonate agency. The pilot project involves
improved monitoring by field agents, supervisors and the BFA central
office through the use of computor print outs, feedback to agents,
reports to management, etc. The results have been positive. The
techniques for improved portfolio management tested by this pilot
activity must be applied by the BFA on a country-wide basis.

C. Assessment of BFA Financial and Internal Controls and Audit
Capability

1. The implementing agency for this project is the
Agricultural Development Bank (BFA) which is classified as an
Intermediate Credit Institute (ICI). USAID/ES is required to "assess the
organization's financial management procedures and related internal
control". Furthermore, "PP's are to include an evaluation of the need
for audit coverage in light of
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potential risk and ar.e to describe planned contract and project audit
coverage by the host government. Project funds should be budgeted for
independent audits unless adequate audit coverage by the host country is
reasonably assured ••••• "

2. Scope of Work

In an attempt to address the above requirements, USAID
met with the following officials:

BFA officials

President
General Nanager
Financial Manager
Internal Auditor
Chief of Data Processing (EDP)
Chief of Accounting Division

External Officials

The Bank External Auditor, Rivera Men~ndez, Cia

STC advisor, Enrique Salas

USAID obtained and partially reviewed the following
reports:

BFA Financial Statements for the years 1981, 1982, and
1983, prepared by the external auditor;

BFA Financial Statements for the years 1981, 1982, and
1983, prepared by the internal auditor;

BFA Internal Audit Manual

BFA Accounting System Handbook

BFA Credit Resolution Regulations

Reconciliation Status prepared by STC advisor to the
Financial Manager dated February 6, 1984;

Reconciliation of AID funds as of December 31, 1982.

In addition, USAID examined the following AID internal
documents:

-The IG audit report No. 1-519-84-2 dated January 18,
1984;
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-USAID's own response to the IG draft audit report;

-The Controller's Office records;

-The draft project paper amendment No.4.

3. Findings

The BFA, as a financial institution that has exvanded
rapidly in the last four years, has both strengths and weaknesses in its
financial management procedures and related internal control.

a. Areas of Strength:

1. BFA maintains all the mandatory books and
records prescribed by the Central Bank (BCR).

2. BFA written procedures and policies have been
improved and revised in the last few years to cope
with the responsibility assigned to the bank as a
primary source of credit for agrarian reform
beneficiaries.

3. In 1983, BFA reorganized its administrative and
management structure in order to increase the rate
of recuperations and to speed up bank response to
credit applications. As a result, the loan
recuperation rate has increased and field operations
have been strengthened through transfer of personnel
from regional offices to field agencies and the
addition of new field agents.

4. The Internal Audit Office has been reorganized
and strengthened by the addition of staff. In 1983,
all field agencies were audited. The office has
plans to audit every agency once a year with one
follow-up visit. Deficiencies and recommendations
are reported on a timely basis to the appropriate
officials.

5. The BFA is audited twice a year by the
Superintendent of Banks. The Court of Accounts has
a permanent staff of 7 professionals stationed at
BFA and they are continuously auditing bank
transactions.

6. EDP Division reports that it has completed the
reconcialiation of the records of six agencies.
This Division also has plans to complete
reconciliations of the records of the rest of the
agencies with the main office.
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7. BFA management has been receptive to suggestions
made froM both internal and external sources to
improve efficiency and carry out the bank's
responsibilities.

8. BFA has established safeguards to preclude the
possibility of charging loans to more than one
source of funding.

b. Areas of Weakness

1. Both internal and external auditors have
indicated that collection procedures are not applied
uniformaly in accordance with written procedures.

2. Lack of a clear cut BFA policy for writing off
bad debts. Inadequate analysis to identify
uncollectable accounts.

3. Posting is not current. It has improved in the
last few months and is currently about two months
behind.

4. BFA has not completed reconciliation of branch
office records with home office records.

5. The EuP equipment is obsolete and inadequate to
satisfy the bank's requirements.

6. Need for improved and expanded technical
assistance in the areas of finance, management,
credit, EDP and administration.

7. The bank's clientele consists of high risk,
marginal and small producers. It has limited
latitude in selecting its clients and the type of
activities the bank is mandated to finance makes the
bank more vulnerable.

8. Slow follow-up on internal and external audit
recommendations.

Conclusion

Based upon our limited review, the above observations and
the proposed additional technical assistance in Amendment No.4, it is
USAID's opinion that the BFA does have the mln~mum level of financial
management procedures and related internal control required for proper
utilization and safeguarding of AID funds.
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No additional audit coverage is required for the project
with the exception of the condition precedent recommended below.

Recommendations

To insure that BFA's financial management procedures and
related internal control provide adequate control and accountability of
AID funds, the following areas for improvement should be dealt with by
covenants in the Amendatory Agreement (see IX. Conditions, Covenants and
Negotiating Status on p. 77.):

a. that internal control is adequate to insure Vroper
utilization and accountability of AID funds
separately from all other sources of BFA funding.(On
March 9, 1984 USAID received a positive opinion from
the external auditors on the BFA's internal control
and financial management. The opinion is presented
in Annex F.)

b. that the BFA establish all necessary ledgers and
records to account and provide accurate reporting
for all AID funds, both new and reflows from prior
AID funds, separately from other sources of funding.

c. that the BFA develop and implement written
procedures for the writing off and subsequent
control of bad debts in accordance with GOES banking
regulations.

do that the BFA provide a written evaluation to USAID
of its implementation practices with respect to its
collection procedures and, if necessary, a plan to
insure more uniform and satisfactory application.

e. that postings be up to date (no more than two weeks
delay in posting source documentation to official
records) and that all agencies' accounts have been
completely reconciled to horne office records.

VI. PROJECT AMENDMENT ANALYSES

A. Economic Analysis

During the 1982-1983 crop year, the most recent for which data are
complete, a total of $987 million was lent by El Salvador's financial
institutions to the agricultural sector. An estimated $246 million, or
25 percent of this amount, was allocated to the agrarian reform
subsector. Phase I cooperatives received about $166 million, or two
thirds, of the total. The BFA provided $23.2 million, or 14 percent, of
the total financing for Phase I. The remainder was provided by the
cOlilluercial banks, with 54 percent; the national mortgage bank, 18
percent; INCAFE, 11 percent; and Fedecredito, the remaining 3 percent.
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The planned allocation of BFA credit to and within the agrarian reform
subsector appears in Tables I and II. The first details the distribution
of credit by crop for Phase I and Phase III producing units. The
following Table employs the same approach to examine the distribution of
credit by hectares planted for each crop.

The fi~ures in both Tables lead, in general, to the same conclusions.
Phase III producers have concentrated on the production of domestic
foodstuffs while the Phase I cooperatives specialize in the production of
cash crops for foreign markets. Hhile the distribution of land planned
for financing under Phase I and III is roughly equal -- 47.7 percent for
the latter as opposed to 52.3 percent for the former -- the distribution
of funds to be disbursed is skewed toward the Phase I producers with
their export crops. Despite the high priority given to corn, which is
cultivated mostly by Phase III producers, the larger cooperatives are to
receive slightly more than 80 percent of all lending planned by the BFA
for the subsector.

Among the crops financed, specific data on production costs and revenues
are available for only three of them. Appearing in Table III, they are
corn, rice and beans. The higher productivity which inputs financed
through the availability of credit makes possible for these crops,
together with their cost and revenue implications, is striking. In the
most dramatic case, that of rice, the net revenue per hectare increases
from a loss of $126 with traditional technologies to a positive $317 with
capital intensive production techniques: It is assumed, ceterus paribus,
that the cash crops have yielded, on the average, even higher returns.
Otherwise, it would be difficult to explain why the larger, more
efficient, Phase I units have continued to produce such crops when other
alternatives were available.

While the precise cost and revenue configurations of the other crops are
lacking, they can certainly be estimated within a range which permits
reasonable conclusions to be drawn concerning their potential
profitability. For example, if per hectare costs of production for such
crops are assumed to be considerably higher than those appearing in Table
III, and if revenues are assumed to be corresponding lower, and an
acceptable rate of return is still forthcoming, a reasonable degree of
confidence that the Project is an efficient use of Agency resources
appears to be justified.

Utilizing precisely such an approach, a benefit/cost analysis of Project
activities was undertaken. The results are summarized in Table IV.

Beginning with costs, components A and B contain AID, GOES and BCR
contributions as appearing in the original Project Paper and subsequent
amendments, through 1985. It is assumed that a final follow-on activity
will then be carried out, extending Project activities through 1987. It
should be stressed that the necessity for, as well as the level of, such
activities has yet to be determined. To bias the project in a manner
that leads to conservative results, the level of financial activity
during this period, i.e. costs, has deliberately been set at a level that
appears to be exaggerated.
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The next two cost categories, thos~ for the BFA and the commercial banks,
are somewhat unusual. The convent{onal approach in analyzin~ an
agricultural credit project would ~imply be to include the improved
inputs which borrowed capital make~ possible, plus interest, as on farm
costs rather than as costs to the financial institutions which make the
loans; Precisely because this is a credit project, however, it was
considered more useful to the reader to indicate the sources of supply of
all of the financial resources involved in the project. The BFA and
commercial bank credits listed, it must be em~hasized, are only those
which are clearly additional to those that they are receiving from AID,
the GOES and the hCR. In the BFA's case, only reflows from the resources
provided by the donors have been estimated through 1987. In the case of
the commercial banks, on the other hand, the small stream of credits
which appears estimates the bankers lending to Phase III producers. It
is assumed that it will remain small due to the high per unit cost of
servicing such clients. Given that the commercial banks previously·
provided credits to all of the producin~ units included in Phase I, it is
extremely doubtful that they would provide net additional real resources
to those enterprises in the foreseable future.

Estimates of the BFA's costs for administering its agrarian reform
activities are based upon that organization's own estimates. It is
noteworthy that such costs are substantially higher than the amount which
the GOES is providing. It is assumed that the real level of such costs
will decline after 1987. Once the extension agent program is established
and running smoothly, the institution should be able to get by with fe\'ler
of them.

The final component of project costs are the on farm costs. They are the
additional costs undertaken by the producers themselves in connection
with the more highly productive production packages made possible with
credit availability. Usually, labor is a very substantial component in
this category -- c.f. Tables III and IV, for example. Thus far, however,
the BFA's loans to Phase I cooperatives have included full wage
remuneration to their members. They are thus included in the credit
lines of the financial institutions discussed previously.

Project benefits, again in the interests of skewing the analysis in
conservative fashion, are limited to those obtained from the increased
production which results from more highly productive technology
packages. The stream of benefits, it must be emphasized, is
illustrative. It is not supported bi specific data for most of the crops
which the BFA finances. It is also conservative in comparison to the
results noted earlier for corn, rice and beans. For purposes of
illustration, the year 1990 has been selected. Gross benefits for this
year are estimated at $135,000,000 while total costs for the same year
are $121,210,000. Assume for the moment that 100,000 hectares
approximately one third of the land included in the agrarian reform at
the moment and about four times the amount of land financed in 1983 are
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financed by the BFA this year. The production cost per hectare would be
$121,210,000 divided by 100,000, or $1,212. Net revenues per hectare, on
the other hand, would be $135,000,000 - $121,210,000 = $13,790,000
divided by 100,000, or $137.90 per hectare. Note that this figure is
well below the net revenue per hectare figures obtained for corn, rice
and beans.

Two forms of rate of return were calculated for the net benefit stream,
or NBS. They were the net present value, or NPV, and internal rate of
return, or IRR. With a discount rate of 12 percent, the NPV of the NBS
is a healthy $69,159,000. To determine how the NPV would be affected by
increasing costs or declining benefits, a sensitivity analysis was
performed. The resulting matrix appears in Table V. The figures
disclose that while strongly positive, the NPV, is highly sensitive to
both reductions in benefits, and to increases in costs. If either
remains constant, the other may vary by as much as 10% in an adverse
direction with the NPV remaining positive. Likewise, both costs and
benefits can move in adverse directions by 5 ~ercent and retain the
positive NPV. These are the limits, however. Further adverse movement
by either variable or by both in combination will result in a negative
NPV.

The IRR resulting from the NBS was 38.7 percent. Sensitivity testing was
also carried out in a manner analagous to that conducted for the NPV.
The resulting .matrix of IRR values for increases in cost and reductions
in benefits appears in Table VI. The IRR proved slightly less sensitive
than the NPV to adverse movements in costs and benefits. It remains
positive with a 15 percent increase in cost, benefits held constant, or a
10 percent reduction in benefits, with costs held constant.

Before closing the present discussion, it is important to emphasize once
more that the benefit cost analysis which was undertaken is indicative
that with reasonable assumptions as to costs and benefits, the Project
appears to be able to utilize resources efficiently. Likewise, the
analysis seems to demonstrate that some care should be taken to reduce,
insofar as it is within the discretion of Project management to do so,
adverse pressures on both the cost and the benefit side. A final
cost-benefit analysis is contained in Annex VII.

'- "-- -_.. __._- ---~-.-.__._---~-~ ....._-----_._---_...._-~"--~- --.-_ ... _---~~-,---,-----._-_. _. __ .- ...
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TABLE I 1/

PLANNED BFA FINANCING BY MAJOR CROP
FOR AGRARIAN REFORM SECTOR AND OVERALL, 1984

(In OOOs of Colones)

1 2 3 4 5 6 7 8 9
207 153&154 1+2 Total-BFA 1 as % 2 as 1 as 2 as 3 as

Credit of 3 % of % of % of a %
-3- -4- -4- 0£4

Corn $11,522 $4,121 $15,643 $69,570 73.7 16.3 16.6 5.9 22.5

Haici110 1,319 725 2,044 8,712 64.5 35.5 15.1 8.3 23.4

Beans 2,074 1,146 3,220 11,928 27.7 72.3 17.4 9.6 27.0

Rice 1,64~ 4,310 5,958 17 ,656 34.7 65.3 9.3 24.4 33.7

Vegetables 730 1,391 2,12<) 6,013 16.9 83.1 12.2 23.1 35.3

Fruit 36 177 213 545 4.4 95.6 6.6 32.5 39.1

Cotton 1,021 22,117 23,138 51,085 2.3 97.7 2.0 43.3 45.3

Coffee 174 7,158 7,693 23,626 10.2 89.8 0.7 30.3 31.0

Sugar 685 6,400 6,724 16,605 7.2 92.8 4.1 38.5 42.6

Refinan-
cing 2,232 28,800 31,032 50,905 4.3 95.7 4.4 56.6 61.0

Other 2,225 19,461 21,686 74,330 3.0 26.2 29.2

Total $23,674 $95,806 $119,480 $330,975 19.8 80.2 7.2 28.9 36.1

1/ BFA Plan Crediticio 1984 '
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TABLE II

PLANNED BFA FINANCING FOR AGRARIAN REFORM SECTOR
IN RELATION TO AREA PLANTED FOR 1984 IN }U\NZANAS 1/

1 2 3 4 5 6 7 8 9
207 153&154 ft"2 Total Total 1 as % 2-as % "3 as 3 as %

Manzanas Manzanas of 3 of 3 % of of 5
-4-

Corn 20,448 4,952 25,400 119,343 347,950 80.5 19.5 21.3 7.3

Maici110 6,734 1,365 8,099 39,195 n.a. 83.1 16.9 20.7 n.a.

Beans 6,097 1,555 7,652 27,966 80,500 79.7 20.3 27.4 9.5

Rice 1,659 3,119 4,778 15,942 18,000 34.7 u5.3 30.0 26.5

Vege-
tables 613 940 1,553 4,583 n.a. 39.5 60.5 33.9 n.a.

Fruit 36 166 202 508 n.a. 17.8 82.2 40.1 n.a.

Cotton 414 8,753 9,167 20,557 52,550 4.5 95.5 44.6 16.7

Coffee 405 4,790 5,195 12,970 268,000 7.8 92.2 40.1 1.9

Sugar 569 6,777 7,346 16,931 55,000 7.7 92.3 43.4 13.4

Other 776 9,007 9,783 13,086 n.a. 7.9 92.1 74.8 n.a.

Total 37,751 41,424 79,175 271,081 47.7 52.3 29.2

1/ One manzana is equivalent to spproximate1y 70 percent of one hectare, or
1.7 acres.
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TABLE III

PRODUCTION COSTS AND BENEFITS PER BA.
(US $)

Corn Rice Beans
Witho~ With Without With Without With

Gross Costs 364 831 622 1171 482 725
Seeds 15 30 SO 100 80 80
Fertilizer 150 250 150
Pesticides 27 42 40
Herbicides 57 70
Capital Cost 20 50 108 108
Land 85 85 120 120 60 60
Labor 220 330 280 357 280 318
Internal
Transport 8 20 8 16 4 8
Contingency 16 37 26 48 22 34
Interest 45 78 35
(Credit) (460) (600) (230)
Gross Benefit 366 1056 496 1488 693 1170
Net Benefits 2 225 -126 317 . 211 445

Source: . BFA and NAG/DGEA.
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TABLE IV

ECONOMIC CASH FLOW
COSTS AND BENEFITS PER HA.

(US $)

Corn Rice Beans
Witho~With Without With Without With

Gross Benefits 366 1056 496 1488 693 1170
Gross Costs 254 704 482 1056 306 596
Seed 15 30 80 100 80 80
Fertilizer 195 325 195
Pesticides 28 42 40
Herbicides 57 70
Capital Cost 20 50 108 108
Land 85 85 120 120 60 60
Labor 110 165 140 179 140 159
Internal
Transport 8 20 8 16 4 8
Contingency 16 37 26 48 22 34
Credit
Delivery 37 48 30
(8% of credit)
Net Benefits 112 352 14 432 387 574
Increase
Benefits 690 992 477
Increased
Costs 45U 574 29U
Cash Flows 240 418 187
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TABLE V

MATRIX FOR SENSITIVITY TESTING OF NPV
PERCENTAGE CHANGES IN NPV

Cost
Increase

0% 5% 10% 15%

0 -0.35 -0.70 -1.05

-0.40 -0.75 -1.10 -1.45

10

15

% Benefit
Decrease

-1.15

-1.20

-1.15

-1.55

-1.50

-1.90

-1.85

-2.25
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TABLE VI

~~TRIX FOR SENSITIVITY TESTING OF IRR
IRR VALUES FOR CHANGES INDICATED

%Cost
Increase

o

5

10

15

%Benefit
Increase

o

38.7

29.9

19.0

o

5

30.0

20.6

. 3.0

o

10

21.5

7.0

o

o

15

9.8

o

o

o



-68-

Table VII

BENEFIT COST ANALYSIS

1980 1981 1982 1983 1984 1985 198b 1987 1988 1989

I. COSTS·

A. AID

BFA CREDIT 9500 1600 16200 22700 16000 3900 15000 10000
• VEHICLES & EDUIPI1ENT 530 700 1800 2000

INTEGRATED PEST
MANAGEI1ENT 200

TRAINING 100 100 200 100
TECHNICAL ASSISTANCE 500 625 500 300 300 500 350
CONTINGENCY 70 500 500

SUB-TOTAL 10000 1600 17625 23900 '18200 4300 . 18200 10950

~~ aOES AND BCR

BFA CREDIT 3500 400 12800 10000 5000
BCR INVEST"EtH

CREDIT LINE 3900 2500
BCR REFINANCING LINE 12000 5000
OPERATIONAL SUPPORT 2500 400 400 750 750
TRAIHINB 100 250 250
INTEGRATED PEST

KANAGEI1Ern 200 100 200 250 250
SUB-TOTAL 3500 400 6400 12800 12400 500 18500 6000

c. BFA

PRODUCTION CREDIT 1000 1000 12500 20000 25000 30000 65000 80000
ADMINISTRATION 2340 2500 2500 2500 2500 2000 2000
DEFAULTS AND MISC. 6000 2500

SUB-TOTAL 0 0 1000 3340 21000 22500 30000 32500 67000 82000

D. COMMERCIAL BANKS

PRODUCTION CREDIT 150 200 200 225 225 250 300 350 400
ADMINISTRATION 20 30 50 110 220 330 750 800 800 800
OTHER 5 8 9 11 22 33 100 150 200 250

SUB-TOTAL 25 laB 259 321 467 5Ba 1100 1250 1350 1450

E. ON FARM COSTS

LABOR 77 1068 2568 3563 4719 5663 6607 iSSI 7650
INVESTMENT (INTEREST) 537 B06 8S5 1158 2300 3450 3700 3B50 . 4000 4225

SUB·TOTAL 537 883 1923 3726 5863 8169 9363 10457 11551 11875

F. TOTAL COSTS 14062 3071 27207 44087 57930 36057 77163 b1157 79901 95325

II. GROSS BENEFITS



BENEFIT COST ANALYSIS (Continued)

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

I. COSTS

A. AID

BFA CREDIT
VEHICLES ~ EUUIPHENT

t INTE6RATED PEST
MANAGEHENT

TRAININ6
TECHNICAL ASSISTANCE
CONTIN6EHCY

SUB-TOTAL

B .!lOES AND BCR

BFA CREDIT
BCR INVESTMENT

CREDIT LINE
BCR REFINANCIN6 LINE
OPERATIONAL SUPPORT
TRAINIU6
INTEGRATED PEST

MANAGEMENT
SUB-TOTAL

C. BFA

PRODUCTION CREDIT 105000 115000 120000 125000 125000 127500 127500 130000 130000 130000
ADMINISTRATION 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000
DEFAULTS AND HISC.

SUB-TOTAL 107000 117000 122000 127000 127000 129500 129500 132000 132000 132000

D. COMMERCIAL BANKS

PRODUCTION CREDIT 500 600 750 900 1000 1100 1200 1300 1300 1300
ADMINISTRATION BOO 800 BOO BOO BOO BOO 800 BOO 800 BOO
OTHER 200 200 200 200 200 200 200 200 200 200

SUB-TOTAL 1500 1600 1750 1900 2000 2100 2200 2300 2300 2300

E. ON FARM COSTS

, ;t1'0R 76~,!) 7b50 7b~j(\ 7650 7650 7650 7650 7650 7650 765(1
lt~\'ESI~1E1n IINHREST' 5(160 5;'WI ~~~; :-!O 5750 5750 5865 5865 ~980 5981) 5980

SUB-TOTAL 12710 12940 13170 13400 13400 13515 13515 13630 1~~ '7(; 13630...... .,J,)'"

F. TOTAL COSTS 121210 131540 136920 142300 142400 145115 145215 147930 147930 14-7930

II. BROSS BENEFITS

INCREASED PRODUCTION 135000 147500 155000 165000 170000 170000 170000 175000 175000 175000

III. NET BENEFITS 13790 15960 18080 22700 27600 24885 24785 27070 'j7(,"'i, 27070~, ,-I w

E:E,Si /H~.:J.l:..j"JLf rOFv



Discount Rate
IRR Suess
NPV
IRR

COST INFLATOR
BENEFIT DEFLATOR
ELASTICITY

0.12
0.36

69159.49
0.386555

1
1

0.000007
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BENEFIT COST ANALYSIS (Continued)
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B. Institutional Analysis

The responsibility assigned to the BFA as the source of credit
for the majority of the agrarian reform beneficiaries continues to place
a heavy burden on the administrative capacity of the BFA. Since the
presentation of Project Paper Supple~entNo. 3, 35 additional
cooperatives have been added to the roles of the BFA, which with the 94
originally assigned to the BFA, makes for a total of 129. The BFA is
solely responsible for providing credit to all Phase III beneficiaries.

The BFA has adequately carried out its responsibility to supply
the demand for credit by the agrarian reform sector over the past four
years. In order to do so, however, the BFA placed a great burden on its
administrative structure and was forced to seek more expensive funds from
the BCR to meet new credit demand.

For this reason, the project has been oriented towards both
providing a needed source of credit and improving the institutional
capabilities of the BFA. Last year, to accomplish the latter task, the
BFA, with the assistance of STC, designed a program to reorganize its
administrative and management structure. The primary objective of the
reorganization was to consolidate the administration of the BFA and
direct additional resources into the credit related functions of the bank
to speed up the BFA response to credit applications and to increase the
rate of loan recuperations •. In order to accomplish this, regional office
personnel were shifted to the Central Office and to the local BFA .
agencies. This step was intended to both strengthen field activities and
to remove a layer of bureaucracy between the Central Office and the local
agencies. The reassignment of regional office personnel is illustrated
in the following tables.

TABLE 23

REASSIGN~ffiNT OF REGIONAL OFFICE PERSONNEL

Previous Present
Location Location
Regional Central

Classification Office Office Agencies Total

Professionals 15 6 9 15
Administrative 78 21 57 78
Field Technicians 36 16 20 36
Service and Other 24 1 23 24

TOTAL 153 44 109 153
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TABLE 24

PERSONNEL INCREASED TO ATTEND FIELD ACTIVITIES

Classifi.cation Central Office Agencies Total

Professionals 2 10 12
Administrative 7 7
Field Technicians 102

TOTAL 2 119 121

The reorganization proposed several major changes which coincided
with the shifting of regional personnnel:

-That several units, including the planning unit and the
development and special studies· unit report directly to the President, and
analyze, make recommendations and supervise implementation of bank policy
with the objective of improving the medium and long-range planning of the
bank.

-That the Office of Human Resources be strengthened and organized
into several units performing classification, selection contracting,
compensation, and personnel development functions.

-That an Information Processing Office be incorporated under the
Office of Financial Management to facilitate the flow of information
required to produce a series of financial reports for management decision
making.

In terms of 1983 financial performance, the results of the
reorganization described above have been positive. Although the staff
increased from 1,260 to 1,496, total administrative cost, as a percentage of
income decreased from 55% in 1982 to an estimated 48% in 1983. Amendatory
Agreement No. 3 established the following financial targets as a function of
the ability of BFA management to implement the reorganization of the bank
begun in late 1982:

-Increase current ratio from 2.5 to 4.2.
-Increase working capital from $61.2 mi.llion to $86 million.
-Increase loan recuperations from $65.7 million to $76.2

mill:l.on.
-Obtain medium term, loan-interest refinancing for the overdue

debt accumulated by BFA clients from the 1980/81 to 1982/83
crop years.
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Reports from BFA indicate (see the Financial Analysis in the
preceding section) that as of December 31, 1983, all of the targets had
been met. The current ratio, at 4:1 working capital, had reached $96.6
million, and the loan recuperation had reached $79.6 million.

Of equal significance is the BFA'S ability to provide credit to
the agrarian reform sector as planned in the beginning of the crop year.
As described in detail in preceding sections, as of December 31, 1983,
the BFA had disbursed $24.7 million to the reform sector and estimates
that it will disburse approximately $29.3 million of the $37.6 million
target prograwaed in the beginning of the 1983/84 crop year.

The reorganization is a difficult and evolving process, which
requires the completion of long, complicated supportive tasks. Three
such supportive tasks are: 1) completion of a training needs assessment
to be followed by the elaboration of a training plan; 2) completion of
an operations manual, and 3) completion of job descriptions for all
personnel. In addition to tasks specifically in the mana~ement area,
there is a need for a continuation of all areas of expertise provided by
the STC technical assistance team. The bank requires on-going technical
assistance in financial management, human, resources and organization and
methods, credit systems, portfolio control and recuperations, and
accounting. Over the past year, it has become more and more evident that
assistance in information systems and planning is needed to improve the
bank's institutional capacities and to enhance the reorganization.

In their October 31, 1983 report, the STC advisors raised the
following concerns:

-That the elimination of the regional offices, coupled with a
reduction in the upper limit loan amount which can be approved at local
agencies, resulted in delays in loan approvals and disbursements.

-That the transfer of the Legal Unit from the Credit Division to
the General Managers Office resulted in the lack of coordination in
providing legal back-stopping to credit activities.

On the other hand, the same report noted progress in the
supervision of loans and collection department, where new personnel were
hired and trained.

C. Social Soundness Analysis

Under this supplement, the Agrarian Reform Credit Project's
beneficiary population will be expanded to include the cooperative
membership of all 317 Phase I agrarian reform enterprises as well as
actual and potential Phase III beneficiaries, and other small farmers.
As of December 31, 1983, the agrarian reform process in El Salvador had
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transferred effective control of 426 properties exceeding 500 hectares
(1,245 acres) in size to an estimated 31,359 farm laborers and their
families. The 426 properties were formed into 317 cooperatives or what
are sometimes referred to as productive units. The farm land included in
these units totals approximately 215,760 hectares (539,400 acres), an
area that represents 15 % of the country's land in farms.

As of the same date mentioned above, 60,733 former renters and
sharecroppers have applied for title to land parcels to which they
previously had only tenuous access. The 60,733 farmers who applied for
Phase III benefits are heads of households with an estimated 364,398
members. When added to the household membership of the Phase I
beneficiaries, the agrarian reform population represents approximately 25
% of the rural poor population in El Salvador. The land area that has
been affected by Phase Ill's implementation is estimated to total 115,292
hectares (228,230 acres) and represents 8 % of the country's farm land.
The critical elements of Phase III process, titling and transfer,
continue. At the close of 1983, 55,287 provisional and 5,456 definitive
titles had been i.ssued to Phase III beneficiaries. In one of its first
acts as a legislative assembly, having completed its charge to draft a
new constitution, El Salvador's congress extended the filing data for
Phase III land transfers to June 30, 1984.

The country's new Constitution recognizes and protects the
agrarian reform process as it has developed since the proclamation of
Decrees 153 and 154 (the Basic Law of Agrarian ~eform) and 207 in 1980.
Also included in the new Constitution is a definitive resolution of Phase
II o#~t?e reform process. Articles 104 and 105 of the document place the
maximuIll agricultural holding that a single individual, either natural or
corporate, may own at 245 hectares (605 acres). The definition of Phase
II through the constitution's limitation on agricultural holdings will
make an estimated 21,000 hectares (51,870 acres) of land available to
potential agrarian reform beneficiaries. Still pending is legislative
action to determine the exact procedures to effect Phase II transfers,
the precise legal definition of the small farmer beneficiary group, and
the mechanism to finance transfers.

As discussed in previously published documents describing this
project, the various phases of the Salvadoran agrarian reform process are
distinct in concept and implementation. There is, however, one
underlying current in the process, the low living standards of the
respective beneficiary populations as indicated by their restricted
access to the goods and services needed to satisfy basic human needs.
Housing, education, water delivery, and sanitation in rural El Salvador
are inadequate by any recognized standard.

It is the intent of this agrarian reform program to convert the
beneficiary population's newly determined control over an important
se~ment of the country's agricultural wealth into increased production
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and income which in turn will be translated into an improved standard of
living for this portion of the rural poor population. Agricultural
credit has been ana will continue to be an important element in this
process.

1. Phase I Beneficiary Population

The most immediate effect of the first phase of the agrarian
reform in El Salvador was to change the status of workers on expropriated
haciendas from that of peonage to that of cooperative associates of
multimillion dollar agricultural enterprises. Problems and
opportunities, some of which are discussed here, abound.

In its report entitled Agrarian Reform in El Salvador which
was published in January, 1983, the consulting firm of Checchi and Co.
reported on the results of a survey its team conducted to assess the
quality of life on Phase I cooperatives. The survey was limited in scope
and conducted in part to verify the findings of previous exercises. Its
respondents were randomly selected from the rosters of seven cooperatives
and its results tended to reinforce the findings assessments conducted by
the Office of Inte~rated Campesino Enterprises of Development (DIECRA)
and the Office of Agrarian Reform Planning and Evaluation (PERA).
Although no attempt was made to expand the survey to the universe of
Phase I beneficiaries, its findings are informative and are summarized
here.

The respondent's average age was 38 years. The average
level of education attained was two years with 32 % responding that they
had not received any formal education at all. As an indicator of the
next generation's level of education, respondents reported that 26 % of
their school-aged children were not attending school.Interestingly, a
survey of the Phase III beneficiary population conducted in the same
period of time reported similar education levels for that population.

On the average, respondents had five children and 42 % of
them indicated that they had lost at least one child. Other indicators
of the beneficiaries' quality of life were not encouraging. Only 19 % of
them had access to tap water, v,hile 57 % of them drew their water supply
from a well. Compounding sanitation problems was the fact that only 28 %
of them reported having a latrine.

Electricity, like potable water, was also reported as a
limited service by the responding beneficiaries. One third of them
reporting that their dwellings were connected to the electrical grid.

For those respondents reporting a wage income, the average
daily earnings was 8.90 colones, an amount that coincided with estimates
of average earnings estimated by the DIECRA- organization.
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With respect to the operation of their cooperatives, 55 % of
the respondents indicated that their cooperatives were well mana[;)ed. The
factor most frequently cited by the respondents as constraining the
optimal o~eration of their cooperative was credit. When asked how they
felt the government could more effectively support their cooperative, the
most frequent reply was punctual credit.

With the expansion of rural employment as one of the stated
goals of the agrarian reform, there is continued interest in the
generation of employment in the reformed sector as an indicator of the
reform's progress. Comparing employment data measured in terms of
man-days worked for the Phase I cooperatives during the 1981/82 and
1982/tl3 crop years, the two most recent years for which data is
available, indicates that there was a slight deterioration in the
situation. In general terms, there was a decrease of 1.1 million
man-days worked on the Phase I enterprises between the 1981/82 and
1982/83 crop years. There were 12,847,UOO man-days worked on the
properties during 1981/82 and 11,939,000 in 1982/83, a reduction of 7 %.
The commodities accounting for the reduced utilization of available man
power were basic grains and cotton. There were modest increases in the
emp10y~ment generated by the production of coffee, sugar, and livestock.
Table 11 compares employment generated on the Phase I cooperative by
cOllimodi ty.

TABLE 25

COMHODITY

Corn
Beans
Rice
Sorghum

SUB-TOTAL

Coffee
Cotton
Sugar

SUB-TOTAL

Livestock
Other

TOTAL

PHASE I EHPLOYHENT GENERATED BY COHNODITY
(000 Man-Days of Work)

Crop Year cr0
7

Year
1981/1982 1982 1983

1,193 664
364 226
352 254
154 88

2,063 1,232

4,888 4,973
2,457 2,079
1,102 1,281

8,447 8,333

1,607 1,646
730 729

12,847 11,939

Source: Tercera Evaluaci5n del Proceso de la Reforma Agraria, Ministerio
de Agricultura y Ganader£a, Proyecto P1anificaci5n y Evaluaci5n de 1a
Reforma Agraria, San Salvador, E1 Salvador, Octubre, 1983.
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The reduced employment lJer commodity noted above can be
attributed to corresponding reductions in area cultivated. Comparing the
two crop years, there were 11,136 fewer hectares cultivated in crop year
1982/83 than there were in the 1981/82 crop year. The 1982/U3
performance represents a 13.6 % decrease in area cultivated when compared
to the previous crop year. Table 12 below summarizes and compares area
cultivated by principal commodities on the Phase I properties during the
two most recent crop years for which verified data is available.

TABLE 26

CONPARATIVE PHASE I CULTIVATION BY COMNODITY AND CROP YEAR
(Hectares)

Comparative

Corn
Beans
Rice
SorghuIil

SUB-TOTAL

Coffee
Cotton
Sugar New Planting
Sugar Naintenance
SUB-TOTAl

Others

TOTAL

Percentage
C r 0 p Yea r s Change

1981/1982 1982/1983

16,047 8,924 - 44
4,240 2,632 - 38
4,108 2,965 - 28
2,964 1,712 - L~2

27,359 16,233 - 41

1b,992 19,320 2
19,095 16,154 - 15

906 1,534 69
10,100 11,259 11
49,093 48,267 2

10,001 10,192 2

86,453 74,682 - 14

Source: Tercera Evaluacion del Proceso de la Reforma Agraria, Ministerio
de Agricu1tura y Ganaderia, Proyecto P1anificacion y Evaluacion de 1a
Reforma Agraria, San Salvador, El Salvador, Octubre, 1983.

As with em~loywent generated on the cooperatives, the largest
relative reductions recorded in area cultivated were in basic grains.
The area planted with corn is a dramatic indicator of the Phase I basic
grain production pattern. In the 19U1/82 crop year, 16,047 hectares of
the Phase I cooperatives were planted with corn. The following crop year
that area was reduced to 8,924 hectares, a 44 % reduction.

With the exception of cotton, there were modest increases in the
area cultivated with the traditional export crops. Reflecting a pattern
prevalent through the entire agricultural sector, the Phase I
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cooperatives planted 2,941 fewer hectares of cotton in crop year 1982/83
than they did in 1981/82, a 15 % decrease. New sugar plantings increased
from 906 hectares in crop year 1981/82 to 1,534 hectares in 1982/83, a 69
% increase, while coffee cultivation during the same period increased by
a modest 1.7 %, 18,992 hectares in 1981/82 to 19,320 hectares in
1982/~3. The expanded sugar and coffee cultivation are encouraging, but
are not enough to comvensate for the reduced cultivations recorded in
basic grains and cotton.

Reasons given for the reduced area worked include violence in
important agricultural zones and in the case of basic grains the
purchasing activities of the country's grain marketing board. At the
on-set of the 1981/82 crop year, the grain marketing board published
attractive prices for Gasic grains. Farmers responded with expanded
planting of those commodities. However, due to limited resources ,the
marketing board was not able to purchase basic grains at its announced
prices, leading producers the following year to shift cultivation into
other commodities.

ISTA has a social promotion program for the Phase I
cooperatives, which promotes three general social development functions;
identification and programmin~ of training opportunities, housin~, and
community development. The program's coverage is incomplete. Only 168
of the Phase I cooperatives have a full time social promotor assigned to
their operations. Another 49 cooperatives have part-time promotors and
the remainder are not serviced in this regard. In recognition of the
importance of con®unity development to the integral development of the
agrarian reform enterprises, U.S.A.I.D. included a community development
activitiy in its "Agrarian Reform Sector Support" project. This activity
is providinb resources to ISTA's Farm Promotion and Organization Division
enabling it to expand it supportive services to its promoters and the
cooperatives they serve. The exvanded program is assisting cooperatives
to secure services of the public health and education systems. In
addition to assisting the cooperatives to procure services from external
sources, this activity has placed a priortiy on the development of pilot
projects of a self-help nature that will train beneficiaries as rural
health paramedics and literacy agents, construct low cost housing units
on the cooperatives, and distribute seed and plant material.

The training opportunities mentioned above are intended in large
part to compensate for management deficiencies encountered in the
agrarian reform cooperative enterprises and are developed around four
topical area; rural administration, social promotion, technology
transfer, and associative business education. During the first eight
months of 19~3, the Ministry of Agriculture and Livestock's Agricultural
Training Center presented 255 courses, 68 seminar workshops, and 144
field days to 8,557 agrarian reform beneficiaries and other small
farmers. Training opportunities for agrarian reform beneficiaries will
be expanded under a training component in a companion project to this
one, "Agrarian Reform Sector Support" (519-0265).
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Along with to credit and training, the Phase I cooperatives will
need extensive access to technical assistance services to assure the
economic viability of their enterprises. Providing the cooperatives and
other small farmer beneficiaries with appropriate levels of technical
assistance has proven to be a difficult undertaking for the Salvadoran
public agricultural sector given its budgetary and manpoHer constraints.
Table 13 below contains data representing areas planted with various
commodities on Phase I cooperatives during the 1982/83 crop year and
compares them to the portions cultivated with the benefit of technical
assistance.

TABLE 27

PHASE I PLANTING AND TECHNICAL ASSISTANCE DELIVERED
Crop Year 1982719~3

(Hectares)

Commodities Total Planted/Technical
Commodities Total Assistance Percent

Basic Grains 16,223 10,736 66
Coffee 19,320 17,468 90
Cotton 16,154 8,330 52
Sugar Cane 12,793 5,792 45

Technical assistance, like training, for agrarian reform
beneficiaries is receiving important development assistance support under
the "Agrarian Reform Sector Support" project. lJuring the life of that
project, the GOES agricultural research and extension system will receive
$9,677,000 to expand its institutional capacity to develop and deliver
appropriate production technolobies to Phase I cooperatives, potential
Phase II beneficiaries, actual and potential Phase III beneficiaries, and
other small farmers.

In addition to the training, social promotion, and technical
assistance support act.ivities encompassed under the "Agrarian keform
Sector Support" project; U.S.A.I.D., under the same project, .included
support for a contracting facility that will permit Phase I cooperatives
to procure the professional serv.ices of qual.ified farm manabers and/or
accountants. This particular activity is in direct response to
lllanaherial deficiencies that have been identified on the cooperatives and
will be financed through a direct subsidy to them. The subsidy will be
provided on a decreasing scale over a four year period, after which the
participating cooperatives will finance the services ent.irely from their
own revenues. With this type of managerial service in place on the
cooperatives, the probability that they will be able to maximize the
credit and other supportive resources to ensure their financial viability
will be enhanced.



-80-

2. Phase II Potential Beneficiary Population

As was mentioned above, the Salvadoran Constituent Assembly
completed work on the agrarian reform process prior to publication of the
new Constitution. The two outstanding issues pertaining to the a6rarian
reform before the Assembly, the incorporation of the process into the
country's basic law and the definition of Phase II parameters, were
resolved with the approval of Articles 104 and 105. Briefly, the two
articles provide that individual owners, may own no more than 245
hectares. The limit does not apply to partnerships and jointly held
properties. While Phase II limits have been determined by the new
Constitution, their full impact on the dynamics of the agrarian reform
process have not been fully assessed. Using data contained in the 1971
Census of Agriculture, estimates of the land area that will be affected
by Phase II total 33,373 hectares. Substractin~ land already affected by
Phase I and Phase III leaves an estimated 21,000 hectares for
distribution to potential Phase II beneficiaries. Still pending is the
passage of legislation that will define Phase II procedural arrangements
and assign its execution to a specific implementing entity.

3. Phase III Beneficiary Population

According to the terms of Decree 207, the third phase of the
agrarian reform's beneficiary population, both actual and potential,
consists of landless farmers who were renting or sharecropping small
parcels of land in May 1980.

In January 1983, the Ministry of Agriculture and Livestock's
Office of Agririan Reform Planning and Evaluation (PERA) conducted a
nation-wide survey of the rural population to estimate the size of the
Phase III beneficiary population. The analysis of the survey results
indicate that the beneficiary population consists of 117,000 small
farmers.

Prior to conducting the nation-wide survey to determine the
beneficiary population's size, PERA conducted another survey, also
nation-wide in scope, to determine some of the population's
socio-economic charasteristics.

The analysis of the survey data indicated, as might be expected,
a positive relationship between income and indicators of quality of life
such as literacy, family nutrition, and housin~. Phase III beneficiaries
derive slightly more than 50 % of family income from their parcels with
the remainder coming from wa~es earned from day labor obtained off the
parcel. In their responses to the survey instrument's questions relating
to production and yields, beneficiaries indicated that yields for
commodities they produce are close to national averages, an interesting
indicator of the intensity with which they cultivate their parcels given
the generally inferior quality of the land on which those parcels are
located.
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The study contained a brief analysis of the beneficiary
population's marketing activities which indicated that at least 50 % of
the commodities produced on the Phase III parcels enter the country's
marketing channels, and, as might be expected, the percentage of
production entering marketing channels increases proportionally with the
size of the parcel.

With respect to credit usage by the Phase III beneficiary
population, the study documented that the percentage of beneficiaries
using production credit provided by the country's financial system
increased from 24 % prior to the procamation of Decree 207 to 36 %
after. Before the initiation of Phase III, 57 % of the beneficiaries
financed their production requirements with their own resources. For
tllose beneficiaries with access to parcels smaller than one manzana that
percentage increased to 75 %. Table 14 below summarizes and compares
financing patterns for Phase III production activities before and after
the proclamation of Decree 207 by source and size of parcel.

TABLE 28
PHASE III AGRICULTURAL PRODUCTION FINANCING BEFORE AND

AFTER (1981) DECREE 207
BY PARCEL SIZE AND SOURCE

Before After
SOURCE L.T.l Hz. G.T.l Hz. Avg. L.T.l Mz. G.T.l Hzo Avg ..

Percent. Percent. % Percent. Percent. %

O\Vn funding 75 54 57 63 41 45
Banks 12 24 22 25 39 36
Private lenders 4 4 4 5 2 3
Family 1 1. 1 1 1
Others 1 2 1 1 2 2
No inforrllation 7 15 14 6 15 14

TOTAL 100 100 100 100 100 100

The increased rate at which Phase III beneficiaries are
utilizing formal credit sources, namely the BFA to finance their
production requirements can be attributed to the increased availability
of production credit specifically earmarked for this clientele and the
BFA's efforts to distriLute it to them. During the 1981/82 crop year,
the first year in which there would have been specific Phase III lending,
the BFA made 271 loans to this client group totalling the e4uivalent
$183,600 which financed production on 821 hectares. The following year,
1982/U3, lendinb to this group was expanded to include 2,981 loans
totalling $2,901,600 and financing the cultivation of 11,314 hectares.
By September 1983, BFA lending to the client group for the current crop
year reached a total of 7,840 loans. The value of those loans totaled
the equivalent of $5,721,200 and financed production on 18,899 hectares.
Table 15 below summarizes BFA lending to the Phase III client group
during the 1981/82, 1982/83, and 1983/84 crop years by number of loans,
amount lent, and area plant~d.
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Table 29

BFA LENDING TO PHASE III BENEFICIARIES 1981/82
THROUGH 1983/84 (SEPT.)

Number of
Crop Year

1981/H2

19b2/83

1883/84
(Sept. 83)

Number of Amount Financed
Loans ($000) (Hectares)

274 183.6 821

2,981 2901 .. 6 11,314

7,841 5721,,2 18,899

Source: BFA as reported in Tercera Evaluacion del Proceso de 1a Reforma
Agraria, PERA, October 1983

VII. Implementation Arrangements

A. Administrative Arrangements

The GOES signatories to the amended loan and grant agreement
will be the Presidents of the BCR and BFA and the Ninisters of Planning
and Agriculture.. The loan scheduled to capitalize the integral line of
credit, to purchase vehicles, and to finance foreign exchange requirements
for training will be allocated to the BFA. The BCR will administer
counterpart funds-for refinancing and for the Credit Agent Program under
trust fund a~reementsQ Grant funds will be managed directly by USAID.
The BFA's General Manager has and will continue to exercise primary
project management responsibilities for the the Integral Credit Line.

USAID's Rural Development Office will have primary
responsibility for the overall supervision of the project's implementation
in a manner consistent with the goals and purposes described in this
document. As project implementation requirements necessitate, the Rural
Development Office will utilize the services and support of USAID's
Projects Program, Management and Controller's Offices to insure that the
project resources and services descibed herein are provided in an adequate
and timely manner.

As a part of its overall project management responsibilites,
USAID will conduct quarterly, or more frequently if conditions
necessitate, project review meetings in conjunction with the BFA executive
and project management staffs and representatives of the technical
assistance contractor, STC. As part of its preparation for these
meetings, the BFA will prepare and submit to USAID a financial statement
detailing credit disbursements and drawdowns on the Integral Credit Line.
Concurrent with the submission of the BFA's financial statement, STC's
chief of party will submit a report describing the progress made and
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problems encountered by the advisory team contracted under the terms of
the technical assistance contract's scope of work. A consolidated
quarterly report describing the progress of both the BFA and the STC
advisory team in the attainment of project goals, factors constraining
progress encountered, and problems pending or anticipated will be
presented to USAID's Rural Development Office. Also, AID will participate
in the quarterly meetings, held between the BFA and ISTA for Phase I; and
between the BFA, FINATA and CENTA for Phase III.

Bo Implementation Plan

The implementation schedule below lists the various activities
that will be completed as part of the project's continuing implementation
and the dates of their expected completion, with the exception of

. technical assistance which lists begin dates.

Implementation Schedules

1. Project Authorization Amendment

2. Project Agreement Amendment Signed

3. 30 day covenants met

4. Vehicles ordered

5. 45 day covenants met

6. 60 day covenants met

7. CPs to disbursement met

8. Project Completion Report on
Credit Element

90 180 day covenants met

Target Date

April 3, 1984

April 9, 1984

Nay 9, 1984

Hay 9, 1984

May 23, 1984

June 9, 1984

June 9 , 1984

May 30, 1984

Dc to 9, 1984

10. Procurement of Advisory Services under
Technical Assistance Contract

Begin Date End Late

Financial Specialist (12"U PH) 4/1/84 3/31/85
Credit Services Advisor (12.0 PH) 4/1/84 3/31/85
Accounting Advisor (12.U PM) 4/1/84 3/31/85
Credit Advisor (collections) ( 7.U PH) 10/1/84 3/31/85
Electronic data Processing

Advisor ( 1.5 PM) 2/11/85 3/31/85
Farm Credit Advisor (12.0 PN) 6/1/84 5/3U/85
Planning Advisor (12.U PM) 6/1/84 5/30/85
Other TA ( 1.5 P1Vl)

Total (7U .0 PM)
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Quarterly Reports Presented
No. 1
No. 2
No. 3
~o. 4

July 30, 1984
Oct. 30, 1984
Jan. 30, 1985
April 30, 1985

10. Project Activity Completion Date

C. Procurement Plan

Dec. 31, 1985

To acquire 120 new jeeps for BFA field activities, Handbook
No. 11, Chapter 3, Section 2.2.5 Propietary Procurement and Section 2.2.6
Waiver - Negotiation with a single source will be followed. In accordance
with guidelines set at in Section 2.2.5, the GOES, including the BFA,
standardized its vehicle fleet with AMC vehicles. Further, in accordance
with Section 2.2.6 ABC headquarters is the single source of supply for
export transactions. The waiver, as outlined above, is included in the
draft Project Authorization Amendment.

The Project's technical assistance as described in Chapter III
B of this paper ("Description of Supplemental Assistance - Grant Funds")
will be procured through an amendment extending and incrementally funding
USAID's current contract with Servicios Tecnicos del Caribe, STC. The
continued use of this contractor in the project's implementation is
justified by ongoing USAID review of contract compliance and the
documentation of satisfactory performance. The Regional Contracting
Officer, who currently has the authority to negotiate contracts up to $5
million will review, negotiate and execute the amended contract in
consultation with USAID.

The following table presents Methods of Implementation and
Financing as required by the AA/M December 30, 1983 memorandum on payment
verification policy implementation guidance for A.I.D. project funding:

Method of Implementation and Financing

Method of Implementation

I. BFA Credit (L)
2. Vehicles and Equip.(L)

(HC Contracting per HB
3. TA (G)

(Direct AID contract)
4. Training (L)

(PIO/Ps)
Total A.I.D. Loan and Grant

Approx. Amt.
Method of Financing (US$OOO)

HC Reimb. 19,900
Direct L/Comm.* 1,800

11)
Direct pay * 600

Direct pay * 200

Funding 22,500

* Justification for using these methods of financing instead of HC
reimbursement is that El Salvador lacks access to foreibn exchange to
apply HC reimbursement to these foreign exchange items.
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D. Disbursement Schedule

As detailed in Chapter V, AID will disburse $19.9 million
under this project supplement to capitalize an inte~ral line of credit
which will finance the production credit and investment requirements of
a5rarian reform beneficiaries and other small farmers. The project
disbursement plan projects disbursement of the $19.9 million scheduled to
finance the integral line of credit from January 1, 1984 to March 31,
1985. All disbursements will be made in the form of reimbursements for
BFA loan disbursements made from January 1, 1984 through Harch 31, 1985.
BFA loan disbursements made prior to the Authorization Amendment (from
January 1, 1984), will be eligible for reimbursement. The greatest demand
for BFA production credit occurs in the months of March through September,
1984 and it is expected that the largest reimbursements will be made for
those months.

Technical assistance resources, along with GOES funds
allocated for BFA operational support, will be disbursed in their entirety
prior to the amended Project Activity Completation date of December 31,
1985.

Project funding allocated for the procurement of vehicles will
be disbursed in its entirety on/or about June 30, 1984.

The following briefly summarizes scheduled disbursements under
the amended project:

1. $19.9 million for the Integral Credit Line by March
3l,19b5;

2. $1.8 million for the purchase of 120 jeeps and spare parts
by June 30, 1984;

3. $200,000 to finance the foreign exchange of the training
program by April 30, 1984;

4. $600,000 for technical assistance by June 30, 1985.

VIII. Evaluation Arrangements

Project Paper Supplement No. 3 to this project scheduled an
evaluation of project supported activities to be conducted November 1983.

The USAID's project design and implementation schedule precluded
the initiation of a specific evaluation for the Agrarian Reform Credit
Project in its most recent evaluation cycle. That evaluation was
rescheduled for August 1984. The recommended issues to be addressed in
the previous set of evaluation arrangements are still valid and current.
To review and summarizes, the evaluation will analyze and report on the
followin~ project related issues:

The proportion of potential clients recelvlng credit number the
Integral Line of Credit; the rate at which loan applications are received,
processed and approved; the end uses of credit extended to agrarian reform
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beneficiaries; the ability of the BFA to supervise its agrarian reform
portfolio through the adequate staffing of its field operation; the rate
at which loans are being repaid; the rate at which farm financial plans
are being prepared and submitted to the BFA and other financial
institutions as sup~ort for loan applications,the degree to which
cooperatives are ~articipating in the preparation of financial plans, the
technical adequacy of the plans, and the degree to which the banking
system as a whole is utilizing the financial plans in meeting the
production and investment credit needs of the reform sector.

The Agrarian Reform Credit Project evaluation will draw upon and
incorporate its report, where appropriate, the observations and findings
of the policy studies and documents describing the constraints to
providing credit to the agrarian reform sector as discussed in Section B.3
of this paper; the agrarian credit delivery assessment, the results of the
census of the Phase I cooperatives, the two agrarian reform beneficiary
profiles, and the agrarian debt policy analysis.

Table 30 below provides a schedule for the Agrarian Reform Credit
project evaluation and other credit related analytical activities.

TABLE 30

AGRARIAN REFOR}l CREDIT EVALUATION AND ANALYSIS SCHEDULE

Activity
Implementory

Agency
Commencement

Date

To be contracted

PERA
FESACORA

PERA
PERA
PERA
To be contracted

Agrarian Reform Credit
Delivery Assessment
Phase I Census
Report on National Financial

System Lending to the Agrarian
Reform Sector during 1984-85
Crop Year

Phase I Beneficiary Profile
Phase III Beneficiary Profile
Agrarian Debt Policy Analysis
Agrarian Reform Credit Project

Evaluation

!-larch 1984
December 1983

Barch 1984.
April 1984
April 1984
May 1984

August 1984

In addition the evaluation scheduled for August 1984 will include
a detailed financial and institutional analysis of the BFA. The financial
analysis will include a review of the IG audit completed in Januaryy 1984,
the audit ~eport completed by external auditors in February 1984, and
quarterly information ~repared by the BFA and STC as background. The
analysis will further make recommendations regarding the financial
viability of the BFA and need for future A.I.D. institutional
strengthening activities as well as infusions of loan capital.
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IX. Conditions, Covenants, and Negotiating Status

A. Negotiating Status

The wide ran5e of constraints to the effective provlsl0n and use
of credit for the agrarian reform sector was considered in planning this
Project Supplement.sector. For this reason, the project elements go
beyond providing credit and technical assistance to the BFA, and
encompasses refinancing, support to other financial institutions, and
coordination among all institutions involved in the agrarian reform.
USAID is now negotiating with the BCR and other financial institutions so
that the improved consolidated refinancing line and the credit agent
program may begin as soon as possible. The conditions and covenants
recommended below will assure that the wide scope of the supplement be
implemented.

B. Conditions Precedent and Covenants

Conditions Precedent to Disbursement

Prior to disbursement of the FY 1984 loan increment or the
issuance by A.I.D. of documentation pursuant to which disbursement of the
FY 84 loan increment will be made to finance credit activities, the
Cooperating Country shall, except as A.I.D. may otherwise a~ree in
writing, furnish to A.I.D., in form and substance satisfactory to A.I.D.:

1. A description of the mechanism by which $2.06 million for
disbursenlent to Phase III beneficiaries will be made available to other
financial institutions by the BFA.

2. New exe.cuted sub-agreements between BFA, FINATA, and CENTA
regarding credit to be provided to Phase III beneficiaries.

3. The executed Trust Fund Agreement and training plan for the
Credit Agent Program, to which, participating financial institutions are
signatories as described in Annex I of the Amendatory Agreement.

4. Plans for monitoring provision of credit by the BFA to Phase I
cooperatives, and Phase III beneficiaries including a monthly reporting
system by credit agents.

5. The terms of the new consolidated line for refinancing,
including a description of steps that the BCR will take to ensure that the
BFA and other financial institutions present their refinancing
applications to the BCR in.an acceptable and timely manner.

6. Identification of an Agrarian Reform Policy Coordinating
Committee for Phase I of the reform, which will consist of the Presidents
of the BCR, the BFA, ISTA, the Hinister of Agriculture, and other key GOES
officials whose decision making affect the agrarian reform process. The
committee will meet as needed to consider information and analysis
provided fronl the technical level in order to formulate appropriate and
timely policies regarding tqe agrarian reform.
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Covenants

Unless A.I.D. otherwise agrees in writing:

1. The GOES agrees that within 60 days of the signing of this
Amendatory Agreement it will cause the BFA to Vrovide to USAID, in form
and substance acceptable to USAID, a detailed, written evaluation of loan
recuveration and collection procedures, including strategies for uniform
application of such procedures to the entire portfolio.

2. The GOES a~rees that within 90 days of the signing of this
Amendatory Agreement it will cause the BFA to provide to A.I.D. the steps
that the BFA has taken to establish all necessary ledgers to account and
provide accurate reports for all A.I.D. funds and reflows from A.I.D.
funds, separately from the accounting and reporting of other sources of
funding. Such reports will be provided to USAID on a quarterly basis, to
be certified annually by the BFA's external auditor.

3. The GOES agrees that, within 180 days of the signing of this
Amendatory Agreement, it will enable and cause the BFA to develop and
initiate implementation of policies for writing off bad debt and interest.

4 The GOES agrees that within 180 days of the signing of this
Amendatory Agreement, it will cause the BFA to take whatever action is
necessary to insure that postings are up to date (no more than two weeks
delay in posting source documentation to official records) and that
a~encies' accounts have been completely reconciled to home office records.

5. The GOES agrees that to cause the BFA to present, in January
of each year for the next 3 years and in form and substance acceptable to
A.I.D., a disbursement plan by sector for all reflow funds resulting from
the Loan.

6. The GOES agrees that $8.24 million will be provided by the BFA
to approximately 20,000 Phase III beneficiaries from all sources. Such
disbursements to Phase III beneficiaries will be made between January 1,
1984 and March 31, 1985.

7. The GOES agrees that an additional $2.06 million of new loan
funding will be made available to BFA or other lending institutions for
credit to be provided to approximately 5,000 additional Phase III
beneficiaries for the 1984/85 crop year. Such disbursements to Phase III
beneficiaries will be between January 1, 1984 and March 31, 1985. $2.06
million will be available for disbursements by either the BFA or other
financial institutions. Any loan amounts carried over from prior
amendments will be limited to disbursement by the BFA

8. The GOES agrees that it will cause the BFA and ISTA to meet on
a quarterly basis to monitor the provision of credit to Phase I
cooperatives; and the BFA, FINATA and CENTA to meet on a quarterly basis
to evaluate the provision of credit to be provided to Phase III
beneficiaries and to make appropriate recommendations. A.I.D. will be
invited to such quarterlY meetin~s.
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9. The GOES agrees that it will cause the BFA to assign vehicles
purchased with A.I.D. loan funds~ on a priority basis~ first to field
credit agents working specifically with agrarian reform clients and
secondly to other credit agents or for other purposes.

10. The GOES agrees that it will cause the BCR to .provide to
USAID~ quarterly reports regarding the utilization of the nCR/A.I.D. line
for refinancing~ and that the terms of that line will be renegotiated in
January of each year for the next three years.
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A."1I1ex A
pInJECl' DES1GN SU·l!~HY

I.o3ical tr'l!;ll.:\.\''1rk

Agrari~l P~for~ Cre~it Project ~o. 519-0205

~m Goal: To improve the l;QCi~econanic

\·.ell hcing of all agrari,m reforc beneficiaries
a~ well as the traditional ~ll farm sector
through increased agricultural proouction and
employment: •

Projl~..t PurroC)c: To in,~n~aC)c the ~vail,lbility
. of credit to the a9rarian reform and traditional

Groll farm fieCtors and iJr.prove the caIEcity of
the ~~ti~ial fir~ial ~ystem to delivery suCh
cre.iit.

Objectively Verifiru11e Ind:cators

-Increased ir£cr.es
-Increa~ed on-farm ~~pl~~nt

-IncreaBeC productivicy ~~ agrarian refO-~

and traditional ~ll far~~ FCoperties.

-BFA is F!'oviding timely credit to its
clients a..'1l1 i'.as a well ma.....aged agrariam
reform crc~it portfolio.
-other financial institUl:i'Jns are providing
timely credit and supportive services
in adequate amounts to their Vna~e I coops.

BEST AVAIL./:8LE COpy

\

l-~s of Verificaticn

-Studies, reports and
evaluaticns of BFA, ISTA,
FINATA ar.d MAG.

BFA repxts and USAID
evaluations

BCR evaluaticns of fir.ancial
institutions.

Imp:?rtant AssumptiOl

-Political
stability and GOES
C<Xlmit;nent to contir
p:oviding supportivi
te::'Vice~.

-Fair t=rices receiVi

by proouccr!; for
export ~Ddities
and basic food ~tuf

Equit~ble marketing
II'.ccr.ani~s in place
and functi~~ing.

Ti.acly avail~bility

of GOES and AID fun'



Narrative ~\'r.n"1ry

fh.,'TS
:to l\CJr<\r\i'U1 reform i111'~ tri'vli tion::=tl !;11li'\11
t- •• -; (X'odIJction and inv·...!!;tmcnt credit
-rlli re;r.cnt" finnnccd t.hrough the Integr.al
1\1 of Cr(.... Ut with nc\~ fund!;.

lOB fund!'J Ir.obilized

d. Financial Inf;titutic::ns cap3.city to service
rarian rc!orm "'ector imtr0vcd.

•

Objectively Verifiable In~Ucators

a.····· A total of 2B,748 ~~)l~1nq contracted
wi th project 10.-."'U1 fund!'; a!J
followq:

A:nt~ ~o. T-!A
l.Decree 207 9.7 25,000 44,279
Small

2.Producers 1.0 2,777 4,694
I

3.Pha!'ie I 14.8 M 971 40,192

Total $25.5 lot 28,748 87,165

h.1. $42.5 Mrefinanced.

b.2. financial in!;titution~utilize
refinancing

c.l. lo..m!; contracted fo1.·
50% of the available S25l1

AID records

d.l. 252 proouction projects proposals
ea:tpletcd and approved.
d.2. 252 investment projects propo.o;als
canpleted a''1d aPIX'oved•

BEST /J.'/,·A.J:"/d='.~~Ecory

\

r-~!'; of Verification
For all O"utPJts, OCH/BFA/OIHER
financial institution reports.

PEFA c;tudies

Imp:>rtant A!,,;!'i\Jr.1ption!';



e. BFA o~ratir.n!'; improved through:
1) reorganization conc;olidatci and
2} financial indicators re-:ich and

3) ~trcngthcningof field operations
4} exp:vl!'iion of BFA internal training

p:-<:g!"i1Il\
S} Coor1ination of BFj\ with othcr agrarian

reform institutions improved.

6) Imrrovcd Financial records nanagement
and rep::>rting ca~ility.

f. Extcn~ion of IPM field testing.

\

A-3

(As above)
e.1+2}liquidity ratio above 4.0.

- quick ratio above 1.0
- \-.'OI'king cupital ab:>Vc S90.Omillion .
- loon recut=eratio:1 above 80%.' (As above)

e.3} -nc''''' field per~c:1nel hired.
e.4) - new traini~ plan fip~lized.

- 50% in no. of BFA r:er·;onnc1 trair.'?d.
,e.S} - quarterly mcetin:.JCj ~Ield among BFA/FINATA/

ISrJ\/FAG.
-ForiTk"11 ~llb agrec."lie.nts mnde: P.FN I fJrA;

BF/\/FIN1\'i'A
e.G). - new conputer installed ~~d operating.

- timely and accurate ~~pcrts on BFA

f.l)- froc 7,000 to ll,OOo.nz.

In $ Hillions

•

Ir.j1~tc;

~\11)

1?i7\ Credit (II..)
Vch:'clc<; and Equipnent (DL)
I~'i (fl..)
Training (DL)
T~hic;ll A«;~i~tance (00)
Con': i ngc'?ncy

Total

GOr-s
-Df,\ Crerlit

In Invcst.r.tent Credit
OjY:'rat ion."l.l SUPFOrt
H"·1
P!~ fi rV~!1cing
Trnining

SUPPLD~

19,900
1.800

.200

.600

$!!3' M

.800

.200
12,000

200

.$13, 200 ~1

toP
69,900

3.100
.200
.200

2.225

$15.6251-1

$16.700
3.900
3.300

~0O)

12.0..,0
200

$36.500 101



Listco,bE:lou arc sti1tutory
crjte:i~ app'ic~b10 to projects.
Thi$ ~ection i~ divi6cd into two
P;~l"1:s. ?;::.:t ],. iIlCl!.:Cic:S criteri.o
nppli c.<~bJ.e t:~ L:ll1 p::-ojoc:ts. Part.
U. ~pplie5 to p~ojccts funded
f~om specific sourCQ~ only: D.1.
ap?li~s to nll projec~s funded
\·,,5. t:b I;t:'\'clor',:·)::~n·:' j..,.:-" sir:":~:.nce
Fu~ds, B.2. 2P?lics ~o projects
f:lH;r>~c1 wi tb T.J(;vC.1.Dp;;IC~1~~

Assistance lo~n~, ~nd 3.3.
~b?lies tD projects ~cnded from
~Sl' •

CJWSS j8r:;?':;NC;;S~ :r $ c:mm1'7C{
cm::cr~X,I .S'l' U?
~~o j)j.~C'E7 EJ... S
S 'J~ j',lm :t.1UJ :r '1':S H
Cr.n; C:i:r. I 3'1' :.? i-::: 1'1
iiEVl r;1-i;;D :COR
T:~:( S Pi10J7,;CT?

l\NNEX B

1. FY 1982 ~c~~Dori~tion ~ct--_ _-- _ ~ _..__ ---_.. - _-
Sec. S:23~ FJ..i> E,(-c. 63.~J.;

sec:--G'~~(6') .'-----------

(a) Dcscri~c bou
authorizins and up?r~­

prli:.t::io;l:; c;::','Jnittcc$ of
Scnat~ and E0US~ have
been or will ~e notified
concerning t.~~.~ proj oct;
(b) is ~s~i5L~nce within
(Operational YC2r Budget)
country or intc~n~tional

or g ~~:) ;l :: ~- ~~ i s· r.: :-=. ]_1 \J C Q t ion
rcpor.t~~ ~o Co~sr~ss (0=
not n:Circ t:;:;.~ t;l ~illion
over. tlla. t '~i:.()~:·, i:.)?

eN to be prep3.rcd.

2. FA~, s(~~. G1~(;~)(J). Prior
to oJ)Ti.-s~:~.; l:·n-·~~;<cc:s s
of SlOO,00, \'~~.:" thcrl'! be

, ,

13[5, ,A'/./~/!..-/~:;~l {'l-;;~';

1]o\



, .

:

(a) engineerins, finan­
cial or other plans
necessary to c~=ry out
the assistance and (b) a
rC~50n~b17 fir~ e~timatc

of the cost to tb~ o.s.
of the ~szistunce?

3 • P11.]\ 5 e c. G~. ,. ( i! ) (2 ) • If
f \1r fb c;i:], c 9 :t~.l z~ t:;::;;e
action is r0~uired within
recip"icnt CCHJ.Ut:-y, \/hllt

O

is b~sis foT. rCu50nable
expectation that sucb
action will be cO~Dletcd

in time to permit ~rderly
accompli:~:h,.1~nt of: pu"rpo!;e
of the a~$istancct

(a) Yes

(b) Yes

N/l\.

4 • .r.~:.~~i:.:.~}:\ L~2.l.._XI_.:l9 82 N/A
~p~ro~ri~tion.ActS~C&

50-:;:-:--ff ._$-:{.~i:-wa·~r-o·x-
mlier-related land
resource construction,
he.s PX 0 j c:c"L: life t the
st~ndards nnd criteria as
set: fort.h 5pD tlJc
Principles ~nd St~ndaras

for planning Hater and
Related Land Resources,
dated october 25, 19737
(See i~ID )J'~ondbooJ.: 3 for
ne\-1 guic3clines.)

5. F]\A Sec.. 61 J. ((r) • If Yes
proJectrscapl tal
nssistancc (a.g.,
construction), and all
u.s. assi~tnnce fo~ it
will exceed 51 ~illion,
has Mission Director
ce~tified and ncgion~l

.hssistant. ]H~~:linistr a tor
taken into considcr~tioD

the country's cap~bility

effectively to maintain
and utilize the project?

BEST AVAILABLE COPY'
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rAe.r t..'O, I r r l c', IVl (11\. ... t 1 nAN~"'.1 ":4(' NO,

~:1-)~ S(·pt(·rn~I:·r 30. 19B? " 3:43 ' fdD HI\N()l;O()J~ :-, 1\1'1' ~\~ J
_. 0.4 _. ._. .. -----~---------- ...... ·---.----_•• P_ •• ._-- - __ a.

J\NNr~x I~

Pdql' 3 (\! 1~)

6 • F)L'J'.. S e c. 2 0 ~ • ! s pro j c c t
SU!;(;c?tJ.J:>l~. to execution
~s p~rt of Iegiori~l or
~ultilutc~al project? If
so,uby is project., not so
e~ecutcdt !nfor~~tion

~d conclusion whether
ass~~t~nce will encourage
rcg10nal dcvelopm~nt

progr rLUlS.

7. IAA Sec. 601(~).----_._---------
1 11 :~. CJ 1:;:~~ 'i:;.. Dn ::.n d
cDnc:Lu!;:t.cn)~ l,1bctber'
project will encour~ge

effort.s of tbe: count:-j"
to:: . (a ) inc r (~ 1:: oS f:.' tb r~

flow ot intcrn~tional

tr~~c; (b) f~~tcr'privute
initi2ti~0 2nd -
cDmpetition: and (e)
en C 0 U Z ;.1 9 ,~ (~ c .... C). 0 pl'::) (~ 11 t li 11 d

- usc of cDoperntives r and'
crer.~:i. i: un:~ons I and.'
savi~gsand l~aD

~ssoci~tions; (~)

rJi .c:;cu u;: (l gc nonor~oJ.i:;tic
p r. (.:1 c t. i c 2; ~ ; { e) ;~J:~£)rov c
t(~ChIl:~C~:l c::fi cicn'cy of"
industry, asricllltuic und
commerce; ~nd (f)
!itx (·~~·.i9trJ·'::D i:c~c l~bor

unions.

No

The Proj cc t \'Jill inc 1"0,! [~C
the flo\} of intern&t:.ol1z:1
trade, foster pri.vatc ini­
ti.ativc, encourage U(;V(~J.op­

ment a nc1 use of ag): icul­
tural cooperatives .:-\nd
improve the technic211 ef.fi­
ciency of agriculture and
commerce.

8. rh]~ Sec. Gn 1 (h) •
Yn·-'::-(·;·,-:::::...-;_-:::·~-;:::·~~,-·· :~ 1- c)
.'~, ,.l. '.... ,u.. I ~ l-...I. ..... ~ ..... J "

conc1usion.s on bou'
proj~ct will cncoura~~
IJ C' , -' ,", .... ~. '~-,..' ... ~. • ..)... .?), J... \ :.. "- ,- ... _ tiD (; ".na
,- n v e s t.~:12 ~'l t t:, b ~ 0 i..: ~. an cl
cncDur~gc p~ivat~ U.S.
P·, 4-". .. ...-. '"' • • - ' ••
~r~~c2~~~~on 2n rorc~sn

GSS~$t~nc~ prograo5 .
( ~ )') c 1 " "':.: "'"' ~ , - ~ .f: -' '.... _. v C ,'- • J S U .... \.; O.i... P L ~ " ..~ t c
tr,~ 0 Q cb;.!r. :1cl ~ and the
s e r vic c s .0 f D. S • 'D r i v ute
r>. - ." c ,- ....., '!"' 0\ ~ ~. ) ..
'-~JL. -,t...... .J\;; •

BESTAVAILABLE COpy

/

The Project Hill direct.ly
~enefit U.S. priv2tG trade
throuryh the procuro!':ici.t
equipment manufactured in
the u.s. and indirectly'
thl:-ongh inputs SO!i1C of
which Hill be of u.s. source
and origin

,
<\J

--------------_._---
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9.

10.

F h J, Sec.. r:: 12 (b', G3 6 (h ) ;
~V-lQ-c-:)-~:~~;~:-c·-;.,.::-;-:;-::-J;-1·-0-1·'1-_.. .) 0,. / .... ~. "".. ..., _ ..L I ••

hC~ Sec~_~O/. Dcscr:tbe
·S:CpS ta~cn to ns~urc

that, to tbe P~XiDum.
'b' . hextent pos~~~ le, ~ c

country is ~ontrihuting~

loc~l Ct1!" r·~nc~.e.s t.o .1Ti~ct

the cost of contractu~l

arid other ~~rYic~~, ~~~

foreign cUT~cncies O~;~ca

b th D ,.. - Ul..l'·' .; -.,."y c ....:: • , (? '- 01 • .....' 0

in lieu of dollars.

F)J~ Sec.. 612 (c)) • Dot~'s

t b c---O:-s :c;-\\~-)(~~-c e s s
foreign currency of tbe
cOll.ntry ~ncJ if so"wb~t

'arr~ngemc~ts have been
maoe tor its rclcas~?

l\.~NEX 13
Page 4 of 15

'1'hc GOES is pl:ovidiIHJ COUUtC'1"­

pnrt. contributions to the
project in locul currcncy.
u.s. owned foreign currcllcy
will be used for goods and
scrvices suppli.ed lo....:~~111y.

No

, .. \

11 • -. FAA S c~ c.. G01 ( p ) • Hill
. -t1':;--l)~=-o-:;-;'-;-C7"".-:·-l-:~-"1.: ..~ no.J~ .. ~ _. .... A c.. ......... _ .\, / .... \:; ..

- .... 1- ' t ~ ... ~.. 1-."\:>' ~' 0 I .comp..,;"",,_ .... \"~_ ... C.J.(;.c,.). '1

pr'oce~'~r~- ~-r ~~~ .\,,( ~ ~•• ";7 .1_ ...1_ ._ ..~ .._ .

a"!~rcirJ9 of contr.·C!c ts,
except wheT.c ~?p1ic~bl~

proenr em·~:n·t: t111er: al1o;'1
otbcr-j·;ise?

Yes

. 12.

13.

FY 19B2 APDrapri~tion Act-------.,.-.-"'.__.........._--_.- ------
Sec. 522. If aSS1S~nnce

is for the p~o8ucti6n· of
any cownoaity for c~port,

is the co~modity li~~~j

to be in surplus en'world
);'jar}~~ ts ~ t. tbc ti:ilC th,=:
resnl t. i n 9 P ~~ 0 due t i v e
capacity beco~es

opcr~tiv~t ~nd is such
assistance likely to
caus~ substnntinl injUry
to u.s. p:oc\~cc;rs'bf th2
senne t simi J.ilT. or
competing commodity?

Fh~ 118(c) ~~d (d).
Docst.he p:: <..;-5e c '~ cornply
h·i th the ~n\':'ron~n('ntal

proce~ure5 sc: for~h in
hID n~gul~tion 16: Does

BEST AVAILABLE ~9py

., ....

No

Yes

'.
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l\N1\'EX H
Page 5 of 1:;

the project or pro.,grn.m
t ~ ~ e i Jl toe 0 n !; i c) l! I a t i 011 .

the p:oblcm .of the Des­
truction of tropical
!or.czt:s?

l~. F}~ 121(0). If a S~b~l Nih
~roJcc~1 bas ~ deter~in~-
tiOD been made tbbt tbe
host oovernment bas an
adegu~~e system'for
accou~t~ng ~Dr ~nd

cont~o11ing =eccipt ana
ex?cnditu=c of project
fund$ (dol1~rs or local
currency gencr~ted "
the:: e f. 1:' 0)"0 ) ?

1. Devc)onment A~$ist2ncc--_._"_._._._---,._ .._~,... ---,
Pro ., ~etC t· :i. t. r: r ~_ i:1...-.-..-."_._-•.._------
a • F : .. fl S ('0 C .. ). [J 2 (b), 11
J.13 , ·_;rf:rM(:~-j '~--"i:~:- t: en t-to
\;·1:il-EE·····;.7·c~i.vi 1:1 ',7 i 11 (c:.\)
effectively involve tbe
poor in ocveJ..op~i1ent, by
extending aCC~S5 to
econony at IDc~l level,
inc:cusing labor-inten­
sive produc~ion and the
usc of ~pp~opri~te

tcc~nolo~YI 5preaoing
inv(;;::;tmeni: out: from
citic~ to small towns a
r u r ,~ ). c';. r e::\ :;" ;,\ n c1 insuri
\\'i de p:~.'::"t i c.:: ij)t~ t i on of t
poor in th~ b(:l~cfits of
dcvcl()~)=.1C~1t on ~ ~"jUS....
t2ined~ba$is, using thE
appropri~tc O.S. insti~

t uti 0 i1 S : ( b) he!. p d eve J
coopcr~tivc~, c~peci~lJ

by tcchnic~l a~sistanc~

to ~$~i5t rur~l 3nd U~!

poor to help thcmselve!
lo~ard bc~tcr life, anc

This project is designed to
benefit the )~ur(ll poor by
providing them with the cre­
dit necessary to invest in
and improve their agricultu­
ral lands.

'.
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otherwise cncDur~9c

dcruocratic private and
local 90~crn~cntal
insti~ution5; (c) support
the self-help efforts of
ocvclopin~1 t.~c:)Jnt.ric:;: (e)
prorJote the p~;:-tic;.pt.'t.ion

·of '''OH~cn i~'~ '.... :Jt.: nutionnl
economies o~ developing
cQu::ltr-ic..r; ana th~

iJnprover:1Q~"': Df ".'omen·:;
status; an~ te) utili~~

and encourage region~l

cooperation by cleveloping
countries?

b • F i'J\ Sec.. 1 0 3, 1 0 3~ ,
101" ,)~O 5, .UJ"{',-:--- l'oC$the
p r. o..J e c t i i t: ..t"!J C c r j, ~: {: ria
for the type of fundS
(function~l account)
be-lng USCG',,?

c • ! j...~\ ~.e c..:..__}. 0 .~ • 1 s
e1nphf.l..sj...~ or~ \.":~:;C of. ~:?prD­

pr i?t '.."! tee:': ~~; «t r:J 9Y
(rclu~ively ~~a21er,

cost-savino, l~bor-usinq

tccbnologi~s tb~t nrc ~
gCl1cT.;:;lly mo!~~ r.\ppro­
priate for th~ small
farms, s~all busine~scs,

~nc1 small inCt1iiles of the
poor) :'

d • F lJ'. Sec.. l:t 0 (a ). ,~ i 11
the rc'c1-?I~~itC""OUi1t~r 'Y
provioe ~t l~ast 25~ of
the.costs of the program,
project, or activitiy
with respect to wbicb the
assistance is to be
furnished (or is the
latter cost-sharing
requirement b~ing waived
for a arcl~tivcly leust
dcvelopcd~ cou~try)?

BEST AVAILABLE COpy

Yes

Yes

Yes



L.:~-=t4·;O ;;~. _·_~__~I~;(~·~;I\N~~'~~~·_~~A)~~~~~J
ANNE.X Il
Pugo 7 0:' .lS

, .

C • rA~ 5 e c .. 11 0 (b) •
Will gr~nt c~pltal

bssistance be cisburscd
for 'project o\'er nlorc
~han 3 ye~r.5? If so, bas
justification satis~

factory to congre~$ been
~ade, nod ~fforts for
other fin~ncing, or is
the recipient country
~rQlativcly leazt .
oevclopea-? (M.O. 1232.1
def5ned a c~?ital project
as ~thc construction;
expansion, e~uipping or
eltcr~tion of n physicDl
fncilitv or facilities
fin~nce~ 'by AID dollar
assistanc~ of not l~ss

t han S1 0 0 " 0 0 0. linc J. u t1 i TJ 9
re~~tcd.~dvisory, ..
ma.na ger~,al ~nd t= i.".1. n:~ ng
services, ~nd not unQer-
·ta ken c.:S pa:c t "of CJ
p~oject of a predom­
inantly ~echnical

a5si~t~nc~ ch~rwcter.

f. FA.~ Sec. 122 Cn) • Does
th e ac't'rv-it."1-g-;' v e --.
reasonable promise of
contr ibu-ting to thE~

development of economic
res0 ur c (~!;, 0 r toth e
incrc~sa of productive
cap~citics aDd self-sus­
taining economic grouth1

9 • F), 1~ ~(:c.. ~Hll Ch) •
De SCI i.bee;tt'{mt- to ~-\\'h i c.:b
progr~~ r~cogni~e~ th~

purticul~r needs,
desires, ~nd ~ap~citics

of the p(-:t".lple of the
country: utilizes the
country's intellectual
resources to encour~9c

No

Yes

This Project responds directly
to the needs, desires and capa­
cities of the small. far:ner to
improve her standard of living
by 'incrcil.!iing t.he pro<.1uc:.: ~i \Ie
capc:\city of his land th:r:0~~.~jh .
the effective and -effici('nt use
of credit. Additionally, this
Project provides substantial

'.
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2.

institution~l d~velopmcnt;

~na 5UPPO~ts civil
education ~nd tr~ini~9 in
skills requi:cd for
cf;:·~c~::i.~·:: p,~:='"::.icir.-..~~:5.~n· ir~

govern':ic:~~4:;::l procc.s:;e.s, .
e:;cnti ;,.1 t.e· se1£..·~!O".' c;: i.\j;":(.~.T'.i.t .•.

techni.cal assistance
SUpPO)~t to the l\w.jor
agricul t.ur.:ll crcdi t. .i.~::~­

titl~tion to improVE! i. I
:.:::

opcr.l t i.onsO'

a.

b ..

Fi\.A $e:c .. 12?(b).
111£ or)M::-:~·it.ji)-~nd c'on ellJ :-;;. on
cn ca'p~c:i.ty of ~:hc cot1n~:ry

'to rcpav t.b~ lo~n; a"c Zl_ oJ

rc~son~bl~ r~te of interest.

F 7'...'"1;"" S {:. cO' .G'- 0 (1:1 ) • J. ;t
e.~s {$:::;~.11·':':~··-·'i:: ;:D;.: 2.:ny
prod~ctiv2 entcrpri~e which
will cospcte ~ithDpS.

enterp~i~cs, istbere an
a or ee7(!C~r:t b'v t be, 'r c.' c;. p i. ("n ~:.. .1 _

cO!..1n t:ry tOIl: r:;vO::'n'~: (~x:)():.. .~:

t:o tbe U ~ S.. or j710i: (1; thE n
2 0 ~'; of tj.)~· C!1 t: (~1' pr ;;.::.;::~ ! :;

annual prod~ction6uring

tbe lif~ of the lo~n?

El SalvC}c1or hus the fi.~-:·::j·;"

cial c2p~'city to rep2~{ ~.:~~(~

loan. ri'hc terms of lhc
AID 'loan a'r8,reasona ble .:lnd
lcg.:llll)"~c1cr 'the l,l\':s of' t h8
UO' S . ilnc1 host country ..

N/A

c. lSDCA (l: )931~ S~c~ 72~
Tc)-~Y·-·Tt:l)-.--'fi-·-f~)r.:---· N/A
}~I c.~-s-u-;~·-;..-rJ 0 .:;'::~ t bel 0 .:i n

.... " ~ .... ,- ~" u'; 'Y"" l- ·l... ;..~. ~, "J ("'~l 9 r e ~ ".1'_ ll. ... ~ ':' _ J. _ l~ .. J ........ t..-. ~

funds be useo to tbe .
ri)2'~}:ir:ln:i"i c;·~"~c'nt :;'~)$;:;ib.1.c for
the priv2t~ sector? Docs
thc.prQ~cct P~OVi~8.f~r
)TiO n:'.. t.c :~. :'. ;..1 9 un C C J: l'L'\.t\ S (~C ~

G24(g)?

• (""" ................ ~-~- 't'''n..-':3 • E con c t1 J.. C ..... :~.':.~::'"...: •.•-:.....:_.__~__~

?ro~~ct c=~t~=~~..---------_ .._-._- N/A
.,.

a. T:"1"';" S(.' c. 5 3). ( ~ ).. \oJ i 11
.t.~... - r: (.,;.. " - ~... ~. .) (; ~-: p r (."'l ~71 '.) t .~

;.. .. ~ .,;.I .'- •• -.J •• _- .....,.. _ ••

economic or po!itic21

BEST.A VA/LABLE copy

,t$J



1\1\.'NEX 1\
Paqc 'l of 1~')

stability? TO the extent
possible, docs it reflect
the policy direc~ions of
FA.}" section 102·/

b • r A1\ Sec.. 5 3:1 '( c ).. 1<7ill .---.---
as~~~~~nce under this
chapter. be used for
milit~ry, or paranilitary
activities? .

No

c.

.-

0.

p~~ Sec. 534~ Will ESP
fUl~ias-·De-uzcd to t.inarlce
the construction of the
oper~tion or ~aintenance
of, or the supplying of
fuel for, a nuclear
facility? !f so, hns the
Pr~si~cnt cc~tified that
such use of funds is
incispe~1$c.ble to
nonpro1i£c::ation
ob j (~ c t i v e 5 ?

r),.;.. 5 c c.. t) 0 9 .. If
coiT;7r1;:;·iti. ~ i e S ;1ret 0 . be
granted so that sale
procecas will ~ccrue to
the recipient country,
have Special hccount
( co U 11 t e r pL'.l r t )
~rri:~!)D~mc.:nts bc:cn m~de?

BEST AVAILABLE COpy

No

N/n



N~NEX n
1\.1g", 10 c. It l~)

Se(3) - S~AND~RD 1~2H CEECKLIST

Listed below ~rc the statutory
i tef,1S \.'h:i.ch nC':.. :::t;::~.).y ,'ill b(:
covex eel 1: ''':' t~:. 3.:h~1:· :.. j'1 ~ho:::. ~

p!.;.DV i zi or·:::; of ~n ,:~~.~~.st~nce

~sr!:~c;-::(~IJ.·~ l~·:~;:..."_:.j~·:; ~,·':\.. ':.1, ~t.s

i m"tJ ). ene 11 t: c:. t i. c. n. ,or <.: 0 v ere r.J . ;i. n t lie
•• ., ..-..:-t>.. •• " " ....~r r:".~ ... ~... .:,...,.; tC'· onagreeIJc.l.J.1o- ::J,J _.l-~.i.'""D_;,,.I.')~ ..I. ......, ... ,;.

eel" 1:c:i n u ::.:~s (") f f '.: jJ ds •

~rbcse it:ems r.;;.~Q z.\:~l";~\.r9C:c3 l.H)Uer.

the gene~~l h!:~;~c3il!9S of (~)

Procurem~ntr (3) CD~structiont

and (C) Other Restrictions.

1. }'j\;\ S(:'C~ Gr.:?. Ar~:: tbt~rc
:-.';':-.-:.~-~-:--::-;--:~~:.::... ;; '. 0 ··I~C ~"'i'·~ ~
d ..~r(.:'.lJ(;il-llh.:"l'._' 'I.. r ""

u.s~ 5~all business to
pctr t i c:"p:·; tc cc~t1i t:.c::bJ.y in
"a:hc:.: fu~n~:·~hing of. .
co~moa~t~C3 nnd s~rv~ccs

f i IJ ;::. ~: t; (! ii 7:t

~£' }.)~ S !.*! C. • 6 0 ,~. { ~: } • ~~...~ ). 1 a ). j
1)1'-0 ~t.~~-~;;·~iT-;·~ -'-/)0.--:~ r om t:, c
••~ (~ . v ..... · ~- ~,- ... \., ;'\ .,. '\: • eU • .... • e ,I. C _,")._ '-••:- 0 '- J••, C... :,1). w e
deterrninc~ by the
President or under
Dele~r~ti(.ln from hi1n?

y (~.:; . S1.:andn rc3 proc U l.-CI1'.C:H t
regu:La tions, pl:'occdures 2r:d
good COlTlliH.'l.·C iul practice:::
will be followed under the
Project.. .

Yes

3.

4.

l' .i'.. J', $ C c • GD~ ( d) • :C f tb e
·c·c.;"o r5<':-i:~-~::lT~·-g·c·ou n try
discrinin~tc5 ~9ninzt

marine insurance
co~p~n~c~ ~ll~~Dri2cd to
ao bU~~D~~~ ~n tbe U.S.,
will co~~odities be
insuze6 in the United
States ~gainst marine
risk with such a company?

BEST AI/A/LADLE COpy

. Ycs

N/A



.---------------------~-.,.,~~.-.-.~..~....._---........-------.....--~--------

Q fincnccd, is th~re

prOV~Slon ~~nin$t such
procurcmcnt.wb~n the
domestic price of such
corm~cS.t:y is l~!.;s tbZl.n
pt\ri ty7 C}":~,;cr~~')tion '·:he·rc
corxilodi 'cy i:i.l1~~nc'i.::d cDuld
not re~son~bly be
procu7.<.::o in U.S.)

5. F~A S~c.· 601.(0). Will-----_.__.__.........-
cOl;.strnc~i 0:1 0):

engineering services be
procrircd frc~ ~i~~s of
countri cs ,otner'\o.ti!:;e ....
eligihle tJn.oer Cocj~ S~l,

but ubich b~ve ~ttnined a
competitive ce?~bility in

. ·int-errH'.: t i n!~.::.J. m~r l: c t.s in
on~ or tbc~~ ~rcaz?

No

t.

\ 1
No

Yes

6. l~f.i\ Sec. 6 D3 .. , Is the
S-h·~-Pl;~U:~·9-c):cluQQrj il:Dnl

cO)'!Ipl i~1'Ct"; wi t.h
r {: Cj 11 i !: eIn('.:: n tin !..:; e c.ti 0 n
901{b) of tbd ~~rcbant

HCirinc jl.C;'t 01 1936 r lJ.S
amended, tb~t nt lcnst 50
p e: r c:. ef.l t: &~m 0 f. t beg1: tJ~;::;

tonnc~9c of 'c~)~;:;oditics
(cDrnput~d s~parQtcly for
dry bulk carricr~, dry
c~r90 liners, and
t~nkers) financed shall
be trans~orted on
p r: i v t~ t. c~1:1 .cr..7!i C c1 11. S.. f 1 (1 9
cornu8fcial va~sels to the
t:;<tent t:h,;; t. such vc:s~els

are L'.\Tv.i.l(-~b::\c at fair ill'ld·
rc~sonablc rates?

7. F~fi Sec. 621. If
t e·ch n {z::;.·:r~"i-~:~~s i oS t C', fJ C cis
fin~Dcedr vill such
assist~:nc~ be furni!;bed
by pr:i\,.(:t~ <::ntc:rpri~(: on
a contrE:ct b,::-; is to the
fullest extent .
pr a ct.5. c;:obl (;o! 1:: the
f~cilitics of. otherl'""··~

\,.......--------------------_:...-._----------
BEST AVAILABLE COpy

::._~~·:...."::;~··.,:....J:::.:·~~~.._:· ....•....::;_:.·..:J,':r:::u'_~nt.~~~~ ......_w - _
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J\.~NE~ l\
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pedcrnl ngcncics ui11 be
utili=c~, ~rc they
p~rticularly sUit~bl~,

lH')t: r.·~~;)?c~:i~::t·~t~~ wi t!.1
Pi: :;.....' ;:\ ~. i~ c~ I:', ~'. e :: ;':"): i 5 ernn r~

~.~dell \' l~ i :;. ,~~, h ,"'-,. ~ 'Y i t.b 0 \1~

un~:~ l:(~ in ~:t~~:;~t:!: (~ncc ~'~i tb
c1o!!lc:stic p~ogT.'l~ms?

8.

9.

In i: <: ,~~ ;', ~:. 5. f..';) t-_ :'I. )'\ i !:'
-'i.7;:"2. :;:~:.:;' ':\':.: ..~.:... ~~. '.;~-;;:i:._....----_._--_..__..-.........
S!l_~::':2:. ·;:~:~..t: j. '0' r:.__L~:~~ tic ("'~
hc~, 1~7(~ Ii ~ir-_._....- ..__ .._.- .
t)~ ;nH,~:..':;'~ t.~"':: ~:~.. t)n of per :~on~:

or pro~ertv ~s fin~Dc~d

on 9~~;t b;~i~t wil~ u.s.
c ~, r ~':i. :~ r. .:; b 12 \.1.~'; cat0 ..t l:H~

e:-=t.(~~:lt. ,r.;t1cb ::~cr';ice is
av:~i:L;:lblc?

fY_l~82 Ann~cu~iation hct
c·;~,·":... -..·r:-(·;?-·-"_.Jf ..·":'t~·· --(:. h ,':to iJ--',::---
....,.- .• • .J,.2 #t ~;,. L.U ~ .-. .:;,I •

..G-o·~~:·;,:::-.~·,.:,l· ". .; ~.' ~ "Da ,.. ty to
~ 'W' \i"oo .t. J.~ ..... _.. J \... • .... ~ ... .... . #w.

II con t r. r.~ c~:- f. f) ::

pr0cu£~~~~tr 00cz the
contr~ct cont~in a
pLovi;:icn (;:\~L~Jo::izii:lg
tc~~inntion of ~ucb

contj:- f:t::~ ~:':)~~ 'e-ne
conv~ni~ncc oi the united
stCI't.es?

. '

Yes

Yes

1. Fr,? ~:~~c. G[\~.(cl) .. If_..__.............--._.-...- ...'-.._~,.
(; i: i.) i t:;~). (~. 9 .. I

c?nstruction).proj~ct, ~

Y~l~ U.~. eng~ne~~1ng ane
pr():(.ess~on;:.l serVJ.ce5 to
be u$cd1

N/A

2 • r J... A Sec. G:1. ~. ( c ) .. I ;f
cont·::·;.:~ttsi~0r-

con~tr~c~!~n arc to be
fin::':';H:~cJt ','::;.J.1 they he
let on a c~~?~titive

b~~i5 to n~~inu~ e~tcnt

p r i.~ c t. i. C oJ. b 1 ~ ?

BEST AVAlLABLE COP}'

N/A

"



]\;'~t-.1EX 1~
P~9~ 13 "q J.~.J

3. r~.].. ~(.~. G:·~n(k). If for N/Acoils:'1: u c-.z~·o"ii-oi

productive cntc=prisc,
will ag9grcg~te value of
l.~s.si~t~nc..:~ -:-:~ be
flll~Hisb(:(1 i:Jy ~bc U.S. not
exceed £100 ~il1ion

(c~cept to= ?Ioductive
enterprises in Egypt tbat
\J f: !: e 0 e t. t;rib~din th c c:p)?

1. P7__\ Sec. 1'~2 Cn' • I£
dcvel-o?4·.1c-:~t:-.lc,~nI is
interest. rat\:: at J.eiiSt 2t
per annum during grace
period and bt l~ast 3'
per lJ n1.lUnl th<:.:l· o;.1it~r?

2.- P}.]\ S~c. :~Ol (d) • If fund-------- :...•..,.-.----.-.....--is e~tabl~s~cQ solely by
n. s. CClnt:c ~.buti ons r:n~

ad:-nil)iDt!:'G by an
intcr;H.:t.io.:::l
or~ftni~at~0nl ~ocs

Comptroller Gener~l have
audit r :'i.Shi.:s.?

3. :]\]1. S~:c. (; 2 0 (h ). Doar-r.ange )~·iC·:~·.Mi~~~;-c·>:i $ t to
i.nsure thr'.t: nnS.ted States
foreign e5d is not u~cd

in i:J. 1M:! rlrJ(.::';' \~h i ell,
contr~ry to the best
in~erestz of the United
St~tes, p~c~otes or
assists tb~ iorcic~ ~id

projects or nctiv~ties of
the COl:1.!~1u:~ist·-blclc

countries?

~. 17l11· arr;.I,l'1S'~;':I{~nts preclude
use of fin~ncing:

BEST AVAILAfJLE COPV

Yes

N/A

Yes

Yes



plenning or to ~otivctc

or coc=cc persons to
prac~icc abortions; (2)
to p~y for pcr!ormnncc of
involun~~ry stcriliz~tion

as JnctboQ of .f l:'uniJ.}*
planning, or to coerce or
provide ~i~~nci~l

incentive to ~ny person
to unaergo ste~ilizution;

(3) to p~y·forany

biomedical =esen~ch Yhich
~elatest in wbole or
part, to methods or the
perfor~ancc of ~bortions

or invo1.1.1nt~ry

sterilizations as a means
of familypl~nningJ (4)
to lobby for abortion?

b. FJ>.]} ~£E..._G2p (9J_o., To Yes
compensate owners for
expr opr i ~ t.ed na ti on~li.zccJ
proper~y'?

c. F~.J\ S~c:. (-)CO. 10 Yes
prov·;\. oe ,f~~h.rilI3 or:
advice or provide any
f.inancial support for.
poli~e~ prisons, or Dther
law enforcc~cnt forc~s,

except for n~rcotics

prograIilS?

l\NNEX B
Page 14 ·of 1:,

d. F1\i\ Se..c;..:-6_62. For
CIA activities?

e. F~A Sec. G36(i). por
purcbasc-:, s~).c, long .... ter:m
lease, exch~nge or
guaranty of the sale of
Jjlotor vehicles
manufactured outside
U.S.( unless a waiver is
obtained?

f. FY 1982 ~pnrooriation
,,--_._-~.~.-----"Ct, Se c.. .?~;:.. ;"(i pc::y

pen$~on$, ~nnuitics,

retirement pay, or

Yes

Yes

, Yes
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a~justcd ~crvicc

compensation ~or military
per sD~Jnel?

g. T-":f._19 S~_ A':)PI5)..E.~ i"a tion
Act, S~c. 50S. TO pay
O. H. z~ssCSSjuen t::; ,
aIIear~ges or cues?

h. FY 1982 ~~~~o~ri~tion

hct ,~c-:-:.;0 6.. '':::0'·' c~r rv
~p r ov;.-i'"i'Oii5 () f. F _';1, ..

section 20S(d) (Tt~Ds~e~
of Fl":;" fUl1c)S to
)!lnltil~teral

org~niz~tiDns for
lending) i'

i. FY 1982 Aonroorintion
~._._..---,-~---_._>_ ...-----

).~ct-r Se-c .. ~~.~n. ';f'O
l"Ti1ai1c;"'~tJt~cxpo~ t. of
nuel er~r ec:p.J i?~lent, :~ue1,
or tc~hnolD~i Dr tn train
foreign )J~tioncls in
nucleLlL iic.lds?

~ r~ 'OD? ~l?~ron-~~tl·on.J • J... .. ~ eJ ..... I~.:::=._ ....~_~~__
~ct, Sec. 511. ~ill

assict.~e· iJ.5' providcd
for the purpose of ciding
the effort~ of ~hc

govcrn~~nt 0: sucb
count~y .to repress the
lcgitim~te rights of the
popul~tion of such
country contr~ry ·to the
Dniver~~l Decl~~ntion of
Euman nights?

k. FY 1982 ~n~ronri2tion

Act,-S2C. 515. ~o bc
U:~ed iOj~ pnbli ei ty or
prop~g~ri6a?u~po~es

\,'i thin D. S. not
autho=izco by Congrczs?

BEST AVAILABLE COpy

Yes

Yes

Yes

No

Yes



'MIHISHRIO DE PlAHIFICACION
Y COOROIHACIOH DEL DESARROllO

E.CD.N(OI-.b~ICO Y SP-CIAl
.' ::i.cfEFE-147/84

Senor
MI\RTIN V. DAGATA
Director de 1a Agencia para e1 .
Desarrollo Internacional - AID ­
San Salvador,

Estimado senor Dagata:

C-1

San Salvador, 8 de Marzo de 1984.

ASUNTO: Solicitud de prestamo 21.9
millones de d6lares y 600
mil d6lares en donaci6n.

Como es de su estimable conocimiento, a partir del rnes de noviembre
erel ano pr6ximo pasado , e1 Banco de Fomento Agropecuario y el Banco
Central de'Reserva de El Salvador, han estado trabajando en la deter
rninaci6n de necesidades crediticias para mantener la producci6n agro
pecuaria de nuestro pais, esp~cialrnente los requerimientos para el - .
Sector Reformado, as~ como del Sector Tradicional Agropecuario. .

Como resultado del trabajo realizado, se ha llegado a estimar para 1984
una necesidad adicional de US$35,700.00 a los recursos ya proporciona
dos por e1 Proyecto "Credito para 1a Refonna Agraria" - No.S19-0263.­
Por 10 que solicitamos que sea considerado por ustedes una ampliacion
a1 proyecto de prestamo y donaci611 mencionado, el cual de ser aproba­
do ser~ manejado por el BFA y se utilizar1a de la siguiente manera:

(En miles de US$ D61ares)
A.l.D. GOES

1) Lfuea Integral de Credito BFA
2) .(\Sistencia 'l'eOlica del BFA
3) Capacitaci6n'BFA
4) Vehlcu10s y Equipo para el BFA
5) Refinanciamiento (BCR)
6) Programa de Agentes de Credito

(BCR)
7) Control Integrado de P1agas

(COOA)

TOTAL

Prestamo
19,900.0

200.0
1,800.0

'21,900.0

Donaci6n

600.00

600.00

Contraparte

200.0

1.2,000.q

800.0

200.0

13,200.0

••••• 2



.)1 [~'O Dl PLANIf ICACION
;P.DiNACIOH DH DESARROLLO

[CONOMICO Y SOCIAL

C-2

-.2 -

E1 Gobierno de E1 Salvador, por su parte, tal como se muestra en el
cuadro anterior, se comprornete a·proporcionar tll1 aporte como contra
partida, por 1a cantidad de US$13.2 mi1lones de d61ares en su equi7
valente en colones, cuya fLlente de financiamiento' sera la generaci6n.
de moneda local a traves del convenio PL-480. .

. .',
Esperando contar con su valioso apoyo y cooperaci6n, me es'grato'rei
terarle las muestras de mi distinguida consideraci6n y aprecio •.i .. ;)

/'JI-: ./
., .. ,.

,GU\DYS TORRES PAZ DE ADARCA
VICEMINISTRO

{,
J'II. ~..., \,

\\\ \,-v \
\



AN~"'EX 0

CERrIFICATIO~~ PURSUi\Nr TO SI:L"-rION GlICe) OF 'IHE FOREIGN l\SSIS11\NCE
Acr OF 1961, AS AHEt-1DED

I, }Brtin V. Dagata, as Director of the Agency for. International

Develop-.1ent Hission to El Salvador, having taken into account, alaon] other

.things, the maintenance and utilization of projects previously financed by

U.S.A.I.D./EI salvador, clo hereby certify that in r.r.l jud~e;1ent r';'11e

Govern.T:lent of el Sa.lvador and t....~e imple.r:lenting agency have tl1e fi:nancial

capacity and hrn~ resources capability, to effectively utilize ~d

maintain the pror:osec1 third supplement of the Agrarian Refonn Credit loan

and Grant.

I
(

ft;~a7$;j-
~tijv.,kgata

/ Dir· tor
{ US· D/El Salvador

r~arch 13, 1984
Date



ANNEX E

DRAFT
•

PROJECT AUTHORIZATION
(Amendment No.4)

Name of Country:

Name of Project:

Number of Project:

Number of Loan:

E1 Salvador

Agrarian Reform Credit

519-0263

519-T-028

1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as
amended, the Agrarian Reform Credit Project for E1 Salvador (:'The
Project") was authorized on June 20, 1980, and amended on June 11, 1981,
December 30, 1981, and May 12, 1983 (hereinafter, as so amended
"Authorization").

A. Project Purpose

Section 2- of the Authorization is hereby deleted in its entirety and the
following new Section 2 is substituted therefor:

"2. The Project ("Project") 'viII increase the availability of
agricultural credit to the agrarian reform and traditional small farm

. sectors and improve the capacity of the national financial system to
delivery such credit".

B. Loan and Grant Increase

The' amount of the loan funds authorized for the Project is hereby
increased by ~;21, 900,000 (the "FY 1984 Loan Increment"), increasing the
aggregate amount of the loan to $73,.400,000; and the amount of grant funds
authorized for the Project is hereby increased by $600,000, increasing the
aggregate amount of the grant to $2,225,000. Upon compliance with the
Conditions Precedent to Disbursement by the Cooperating Country, A.I.D.
may disburse Loan Funds to reimburse the BFA for eligible credit extended
through the Integral Line, on January 1, 1984 and after, provided that
evidence of such credit is furnished to A.I.D. in form and substance
satisfactory to A.I.D.

C. Repayment Terms

The Government of E1 Salvador (the "Cooperating Country") shall repay the
FY 1983 Loan Increment to A.I.D. in U.S. dollars within ~orty (40) years
from the date of first disbursement of the FY 1984 Loan Increment,
including a grace period of not to exceed ten (10) years. The Cooperating



Country shall pay to A.I.D. in U.S. Dollars "interest from the date of
first disbursement of the FY 1984 Loan Increment at the rate of (i) two
percent (2%) per annum during the first ten (10) years and (ii) three
percent (3%) per annum thereafter, 'on the outstanding disbursed balance of
the FY 1984 Loan Increment and on any due and unpaid interest" accrued
thereon.

D. Conditions Precedent to Disbursement

Prior to disbursement of the FY 1984 loan increment or the issuance by
A.I.D. of documentation pursuant to which disbursement of the FY 84 loan
increment will be made to finance credi~ activities, the Cooperating
Country shall, except as A.I.D. may otherwise agree in writing, furnish to
A.I.D., in form and substance satisfactory to A.I.D.:

1. A description of the mechanism by which $2.06 million for
disbursement to Phase III beneficiaries will be made available to other
financial institutions by the BFA.

2. New executed sub-agreements between BFA, FINATA, and CENTA
regarding credit to be provided to Phase III beneficiaries.

3. The executed Trust Fund Agreement and training plan for the
Credit Agent Program, to vlhich, participating financial institutions are
signatories as described in Annex I of the Amendatory Agreement.

4. Plans for monitoring provision of credit by the BFA to Phase I
cooperati~es, and Phase III beneficiaries including a monthly "reporting
system by credit agents.

5. The terms of the new consolidated line for refinancing, including
a description of steps that the BCR will take to ensure that the BFA and

"other financiul institutions present their refinancing applications to the
nCR in an acceptable and timely manne~.

6. Identification of an Agrarian Reform Policy Coordinating
COl."'111ittee for Phase I of the reform, "lhich will consist of the Presidents

I of the BCR) the BFA, ISTA, the Minister of Agriculture, and other key GOES
officials whose decision making: affect the agrarian reform process. The
committee will meet as needed to consider information and analysis
provided from the technical levelin"order to formulate appropriate and
timely policies regarding the agrarian reform.

E. Covenants

Unless A.I.D. otherwise agrees in writing:

1. The GOES agrees that· within 60 days of the signing of this
Amendatory Aereement j.t will cause the BFA to provide to USAID, in form

E-2



and substance acceptable to USAID, a detailed~ written evaluation of loan
recuperation and collection procedures, including strategi~s for uniform
application of such procedures to the entire.BFA por~fo1io.

2. The GOES agrees that within 90 days of the signing of this
Amendatory Agreement it will cause the BFA to provide toA.I.D. the steps
that the BFA has taken to establish all necessary ledgers to account and
provide accurate reports for all A.I.D. funds and reflows from A.I.D.
funds, separately from" the accounting and reporting of other sources of
funding. Such reports will be provided to USAID on a quarterly basis, to
be certified annually by the BFA's external auditor.

E-3

3. The GOES agrees that. within 180 days of the signing of this
Amendatory Agreement, it will enable and cause the BFA to develop and
initiate implementation of policies for writing off bad debt and interest.

4 The GOES agrees that within 180 days of the.signing of this
Amendatory Agreement, it will cause the BFA to take whatever action is
necessary to insure that postings are up to date (no more than two \leeks
delay in posting source documentation to official records) and that
ag'encies' accounts have been completely reconciled to home office records.

5. The GOES agrees that to cause the BFA to present, in January of
each ye~! for the next 3 years and in form and substance acceptable to
A.I.D., a disbursement plan by sector for all reflow funds resulting from
the Loan.

6. The GOES agrees that $8.24 million) including amounts carried
over from Amendatory Agreement No.3, will be provided by the BFA to
approximately 20,000 Phase III beneficiaries fro~ all sources. Such
disbursements to Phase III beneficiaries will be made bet\·:ecn January 1,
1984 and March 31, 1985.

7. The GOES agrees that an additional $2.06 million of new loan
funding provided under this }~endatory Agreement ,:i1l be ~ade available by
the BFA to other lending institutions for credit to be pr.ovided to
approximately 5,000 additional Phase III beneficiaries foe the 1984·/85
crop year. Such disbursements to Phase III beneficiaries ,·,ill be between
January 1, 1984 and Ma reb 31, 1985. Loan amounts carried OVi:~r from
Amendatory Agreement No. 3 will be limited to disbursement by the nFA

8. The GOES agrees that it "1i11 cause the BCR, the BFA and ISTA to
meet ori a quarte~ly basis to monitor the provision of credit to Phase I
cooperatives; and the BFA, Fn~ATA and CENTA to meet on a qU.:irter1y basis
to evaluate the provision of credit to be provided to Phase III
beneficiaries and to make appropriate recommendations. A.I.D. and mixed
banks will be invited to such quarterly meetings.



•

9. The GOES agrees that itowill cause the BFA to assign vehicles;
purchased with A.I.D. loan.funds) provided under 4his Amendatory
Agreement, on a priority basis) first to field credit· agents 'Working
specifically with agrarian reform clients and secondly to other credit
agents or for other purposes •

.10. The GOES agreds that it will cause the BCR to provide to USAID,
quarterly reports regsOrding the ut ilization of the BoCR/ A. I. D. line for
refinancing, and that the terms of that line" will be renegotiated in
January of each year for the next three years •.

2. Except as expres'sly amended or modified hereby) the Authorization
remain in full force and effect.

F. Waivers

Competition in the procurement of goods is hereby waived and a
single-source negotiated contract with MiC International Headquarters is
hereby authorized in order to permit the procurement of approximately 120
AHC CJ-7 Jeeps) and spare parts with a value of approximately $1,800, OiOO •
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(US $ 000)

Original 'Authorization'
. i

I s o u P. c' E AID HOST COUNTRY T 0 TALFX LC FX LC

I
/C U~-:.>~

I nevelopment FundsLoan
i

I Credit .
,
i - Special Li:1e of Credit 9,500 3,500 13,000

I
- Integral Line of Credit I

Investment Line of Credit
.- f•

I ..

Vehicle and Equipment •

Integrated Pest Management .
BFA Operational Support

I

Contingency I
I

Sub-Total Loan 9,500 3,500
I
I. !Development Gra:1t Funds
I

Technical Assistance 380 120 500 i

I
I... I

Sub-Total Grant 380 120 I

f

r . i
I I

T 0 T A L 380 9,520 3,500
I

13,500i

i I I !--- .. I ~--_.
."-_.- I- I I

..... ,.... .- _ - - --.---,- --
'.

_._,-- ......- ..._- ---- -----....-.--.. --_.._.~ -----.. .,~-..--



Summary Cost Estimate and Fintlncial Plan

... (US ..$ . 000 )
First i\r.lena.r.1ent

----

I s OUR C E
;,ID HOST COUNTRY TOT A L IFX LC FX LC

I
USE I

Development Loan Funds
1I

I Credit
.- .

i - Special Line of Credit 1 t 600. 400 2,000

- Integral Line of Credit I. I

- Investment Line of Credit
I .

I Vehicle and Equipment

I Integrated Pest Management
I ..

I BFA Operational Support

i Contingency .
Sub-Total Loan 1,600 400

.
Development Grant Funds

Technical Assistance
:

.,
ub-Tota !r-

i



-~--_.~._-_..__ ..~.•..==-~~---------------------

Su~ma~y Cost Estimate and Finnncial Plan

. . . (US ..$ ... 00 0 )
Second Amendment

1

s OUR C E AID HOST COUNTRY
TOT A LFX LC FX LC

USE

t Develon~ent Loan Funds'
e

Credit .
I Special Line of Credit .
I -

j

_. Integral Line of Credit 16,200 16,200

- Investment Line of Credit 3,900 3,900
•

I
i Vehicl'e and Equipment 530 530I
I

.
I

! Integ.rated Pest Management 200 200 .
BFA Operational Support 2,500 2,500.
Contingency 35 35 70

Sub-Total Loan· 765 16,235 6,400

, Develonment Grant Funds.

I Technical Assistance 595 30 625 .

! •
Sub-Total Grant 595 30I.

! t IT 0 tr' A L I ·1,350 16,.2':~ -0- 6,400 I 24,~25...
I ! I

t I -



,
Summary Cost Es.tirnate e.nd Financial Plan

.__CUS_.$ .•.QO.PJ.

Third A1rendment .

s 0 U R C E AID HOST COUNTRY TOT A LFX LC FX 1JC

." USE I
Develonment Loan'Funds ;

..

Credit

Special
.- Line"of Credit

- ·.Integral Line of Credit 22~700 12,800 3Sf'SOO

I •

I - Investment Line of Credit
- I . I

I Vehicle and Equipment 500 400 i 700

I
I

Integrated Pest Nanagement I 200 200

II

I BFA Operational Support .
I• I

Contingency" I
i

S\.lb~Total Loan 500 22,900 13,.000
,

Development Grant Funds
•

I
Technical Assistance 500 500

I

500
,

I Su.!:-':'ctal Grar'"t . i ! I,
Ii i I I I I

i"- --=--__'r_O_T__A._L d1, 0
00 E;~:~=-=O~=-:t!====-=-==--:r:l;==:1=3='O=O=0::l!:::::==;=-~·=~~=~-o==~~=------6=:11

.,

. ---- -;----_ ... _... _...-- , .. ;

....~......-...~~.... ,. ~""-T,r •· ..."~Ib~.J~"':f.~.a .~~:o.J.t.:. I,~
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F-S
JUsrIFICNrIO~I ".cO BUY VErUCI.£S" FOR B. F .A.

Prepared ~J B.F.A.!S.T.C.

Present Situation

B.F.A. has a fleet of 429 vehicles of \',ihich 369, or 86% are jeep:; and
motorcycles mainly assigned to the 26 ha.n}~s agencies that the B.F.A.
operates thrOUg11oUt the national territo~. ot the 429 vehicles, 271 or
63% have reen in use for 5 years or more and only 101 or 24% are in good
w:>r}~ing condition. A breakc101,m of nurnl)er of vehicles and condition is
given in Tables I and II.

TABLE I

NUHBF..R AND YE..~S OF USE OF B.F.A. \TE:iICLES

TYPE
Number of Years in Use

Less Tnan 2 2-4 5 illld more

Jeeps-_

t-'btorcycles

Hicrobuses

Autanobiles

Trucks

!\rmored Vehicles

42

60

102

4

10

2

5

2

3

56

TABLE II

210

43

16

1

271

256

113

2

21

2

4

429

Condition

Regular

Ba.d

TOTAL

PRESENT ca~IDITla.l OF B. F .A. VEl iICLES

Number

101

254

74

429

Percentage

24 .

59

17

100
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Except for 40 vehicles (jeeps and motorcycles) p.Jrchased with funds

pt"'ovic1ed in Amen<.1rnent No. 2, the B.F.A. has been unabled to maintain a
soond replacement program in recent years mainly due to lack of financial
resource~.

The situation is even more critical" because agrarian reform field
~rsonnel are rapidly increuc;ing.

Toe number of Decree 207 ~leficiaries ~nll increase tv~fold during
1984-85. This increase of about 12,000 additional beneficiaries estimated
to receive crejit will bring the total to 25,000 to receive c:cedit froLl
B.F.A. in -the 1984-85 C'Jcle. In the case of Phase I coop=ratives, the
-nuln'ber to receive credit during 1904-85 from B.F.A. is estimated to
increase fran about 100 presently receiving credit to 150. ~ese

cooperatives need intensive supervision and not more tr~tn 3 coOperatives
should re assigned to one credit agent on the average.

In addition to the increase in clientele, the reorganization of B.F.A.
undertaken last year, has substantially increased supervision of bank
agencies originating in the central office~. A large nUl~Jer of staff
people are nay required to spend good part of ~1eir tine visiting field
agencies. Areas of priority are: imp:-oving lo:m recur.eration through the
recently created Department of Portfolio Contra, and closer supervision of
accounting ~ocedures, in order to eliminate discre[.ancies bet~een

infon'lation m..:=illually prcrluced by the agencies and that prcrlllCed bol' the.
ComDUter_C~'ter.

Vehicles to Be Purchased

A total of 246 vehicles will be rurchased \'Vi th lQ.1.n funds for
$1;900,000, \'.ihile $300,000 \vill be used to acquire SI)3re p:1rts for a total
of $2.2 million. Of the 246 vehicles to be acquired, 75 are replacements
and 171 \'Jill be additional of Which the great majori.ty - 165 - are jeeps,
and motorcycles. The great rejority of these vehicles \\d.1l be assigned to
!the field agencies and to personnel from the central office assigned to
field sUp2rvi oory hOrk.

Tahle III 5ho;-IS a breakdoh'Il of the vehicles by tJTl,c;e:



NUl,mER AND TYPE OF VEHICLES TO BE PUROV\Sill

..., y P E f~pl;lcc;',i:~nt rlCdi tion riDi'i\L.L

Jeer.:; 53 97 150

r-btorcycles 7 68 75

l·licrobuses 6 6

Auto."TIObiles 12 12

Arr,lOred vehicles
to transp:>rt
money 3 3

IDrAL 75 171 246
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Table IV shows a breakdown of the estimated cost by number and tY};e of

vehicle.
TABLE IV

TYPE

Jeep3 *
r-btorcyc1es

l.ucrobuses

Autanobiles

.
NUI:IDer Price p:rr Unit. Total Price

(US $000) (US $ 000)

150 10,500 1,575,000

75 1,200 90,000

6 10,641 64,000

12 8,000 96,000

Armored vehicles
to trans];ort
noney

rorALS
Spire Part~

GPAND 'lUI'l\J I

3

246

25,000

-0-

62,000

1,900,000
·300,000

2,200,000

'I: US.~D Note: A.I.D. \'Jill finance 120 jeeps for the 120 as-rarian credit
agents. Costs per jeep i8 estimated at $12,000 plus $3,000 srare parts or
$15,000 per jeep. $15,000 x 120 = $1.8 million as 1)udgcted.
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COflSULTORES-AUDITORES

~~[\J"@~t=\ fV~~rlggr~B@;:~~ eEJ.
JoJ>AP.1AOO I'O$TAL !.r.J

tAU $ALVM)Ort. [l SALVAOC.Jn. C. 1\.

Señores~

Asamblea de GobcrnJdores del
Banco d~ Fomento l\gropccuario
Presente.

, .
liemos ex~minado el Balance d2 Situación del I3Ar1CO DE fG:·iENTO ~GROPECUARIO

al 31 de diciembre de 1983 y los estados conexos, de resultados del patri~

manio institucional y de 'Cambios en la Posición Financiera por el año ter
minado en esa fc:cha.~ I'luestl"o exornen se efectuó de' 'acuerdo con nonnas de ­
Auditoria generalmente aceptadas y por lo consiguiente incluyó las pruebas
selccti\'~s de los l"cgistros de contabil idüd y aquellos r>r.oc-edirn-icntos adi­
cionülcs ci"'ue consideramos apropiados según las circunstancias. Las cifr'as
corrcsporldientes a 1982 fueron examinadas por Ilosotrúsy emitillioS en mar-zo
de 1983 el dictamen sobre los mismos.

'T¿~l cc:~~o ss n:enc":on:3 en la nota 12 a los Estados Fin~nr.;p.i"ns ("!1 Bilnco Iilan­
tiene registrados valores por' ~21.844.749 de, sltldos incobrables a cargo ­
de cr:ipresas en bancc.rrota. cuyos bienes remanentes fueron ya exprop;t1dos ­
por ~~1 Estado. Dichos saldos Célrecen de garantía y su l"ccuperac;ón es casi
imposible, sin embargo no se han creado las reservas de valuaci6n que con
ir,arresten dichas pérdidas al 31 de diciclllbre de 1983.

~mo se explica en la nota 21, el Banco ha c~pitalizado los montos de apo
yo i nsti tuc; ona1 pur a el fin anc i am; ent o de' 9as t os de ope r él c; Ón de uno de­
los pr'ogrumas de. reforma a cargo del Banco. Estos apol'tes debieron manejar
se como fondos en 'custodia con fines específicos y no cápitalizarlos in- -

.' crH'lcntando temporalmente el patrimonio del Ganco.

¡
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ll/\f':CO [1[ Fnl'¡ri'!TO l\r.nC)f'I:C1.1AR JO.-.---.-----
Ba 1ance de Si tUilci ón-------_._---

Pasivo y Ptl_lrilllonio Insli lucional

31 de Dicicnlbre de 1983 X. 1982

- ••-- - __ e -. ~

Cu il(h~() 11 1\ 11 ',~,

COllt i IllIiH: i Ó11

1 983 1 982

~ 10.676.409 9.483.667

)5.947.500 5.913.050

565.073 181.666
-'-

17.188.982 15.578.383

8.032.221 18.230.666

25'·l21.2.03 l-~~59.045:_

6.100.400 6. 100.400

Depósitos ( notu 3 )

Depósitos a la Vista

Dep6sitos a Plazo

.: Depósitos en r;~oneda Extranjera

Depósitos a la Vista y a Plazo

. pepós; tos de Ahor'ro

Total Depósitos

Bonos Financieros de Gar'antíél Especial (nota 15)

Prés tumos y Desc~ entos del Ba n_ca Cen trul de

Reserva (notQ 16)

Fondos Propios del B.C.R.

Fondo de Desélrrollo Económico

1": : Préstamos con Recursos del Exterior

Total Banco Central dcR~serva

¡ Pr~stcmos de Instituciones Financieras del Exter";or

!. i~cluyendo intereses y comisiones por paqar de
I , - -,' -

~ , e236.695 (r.352.90e en 1982) ( nota 16 y 17)
I -

¡ PrEst~mos de Instituciones Financieras del País

! Otros pas i vos

Adeudos derivados"del convenio P.L. 480 (nota 19)

Fondos ajenos en custodia

Otras cuentas por' pagar y acumulaciones

Total Otros Pasivos

¡ Patr'imonio Institucional (nota 1 y 18)

; Fondo de DesarTollo Económico

• Fc\ndo de Cap; tl~ 1 para Operaci ones Bancari as

Comerciales

Total '·Iantos de ,Capital

Excedentes por aplicar (nota lB)

Reservas de previsión

Total del Pa' tl'imoni o 1ns ti tuci ona1

'= _.. - - •..- --_.- ... -_....•. _-_ .... - _ ...... - . __Oo. __ . . . _

63.000.000
9.0!¡4.785

__~L~Cj9~_?21

79.9~~.306

73.700.024---_._---
8.000.000----

. 14.731.732

13.638.314

6.72].909--
35.091.955

219 )Ji 2~ •392

10G. 305.587

325.732.979

3.275.820

2.655.502

33hº.6~.3_º-!.
~559 __7?2.:189

97.573.71;7

13.025.754

9.1G2.634

119.762.125

67.439.017

29. 747. 9~1r¡

10.615.303

6.926.389

. 47.289.63G

142.066.393

92.242.929

234.309.327

2.164.812

1.G69.82!¡

23fLJ43.9CJ_._---
~1.? !j94. 2_º~~= . ~

•• __ o ••• \~~
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BI\I~CO DE FUi·1ENTO J\GI:OPlCUl\RIO

Balanc~ de Situaci6~

Activo
31 de Diciembre de 1983 y 1982.

CUc1dro "[\,I

.-.-..' .._..~ ..... .....
-,\,

'jI
11

l':!
~I. .
1(

11
1,
I
I

I

49.764.863 42.352.225

5.639.797 2.985.6?8

439.982.0SS 389.307.120

437.223.391 376.6G1.5/3

·486.988.254 419.013.798

( 52.645.993) c.32. 692~QS~)

434.342.261 386.321.492Ca rtera neta
-

Titulosvalores en carter'u (nota 8)

Total inversiones financierts

Ca rtera to ta 1

Henos provisión para saneamiento de préstamos
. (nota 7~

1 983 198 ?. --------_. -._-_.--

Dispanibil id~.dcs, incluyendo encaje legal (nota 3 y 19) r: 47 .668.847 68.eGO.l::·~)

Inversionrs Financieras:

.Car!.cr_~_.glabul de crédi tos:
Préstamos otorgados (notas 4, 7, 15 Y 16)

Productos por cobrar, principalmente intereses
(nota 5) neto de· una estimación de incobrabi­
lidad de ~15.S42.758 (eS.353.383 en 1982)

i ,
1

1

I
I

1

Inversiones Comerci0les:

8.766.308 10.103.588

1.332.450 3.039.025
21.844.749 21.844.7[¡9

6.301.644 4. 74-8. SEJi1

38.245.151 39.735.946

f:559.722.189 512.594.200

1¡.
Inventario de insumas agrícolas y otros, al

costo (nota 9).

Otros activos derivados de la actividad comercial
Total inversiones comerciales

Otros Activos
Bienes muebles e inmuebles (nota 10) neto de una

depreciación acumulada de ~7.281.662

(~5.556.144 en 1982)

'Cargos diferidos (nota 11)

Cargos a empresas por avales pagados, (nota 12)

Otros Activos

Total Otros Activos

30.842.720

2.983.413

33.826.133

14.070.911

620.103

14.691.014 i¡

¡
I

;\
:1

Riencs en Fideicomiso ( nota 13 )

eII C' nt l! S d',: or den v e() 11 t. i~ r nt es ( n() t II 14 )

~ .. las notas que se acompilnan son parte integral de los Estados Financieros.

~_ _-o -.---- .:-.- .• -. . . __ ....•.- •• ~_............ __ o ••••• _ ..-. - ••••• __ ••.•_ ••• __.' __"_"0_
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BANCO OE ro!~[NTO I\GI~OPECUf\ru O---
Esludo de r~cstll Lucios

31 de Dicicmhre 0~19..fl~Y 19.~? ,

- ----- --------

Clhl(i ro 11 l, ,,--..----.-....._-

-Í.1~. 5?1. 722) (--l1.1~~.Q?).

31.968.763 19.992.07t¡

:1
'1

. Pro~uctos de Ope rac'; ón

Oper~cion~s Bancurins:
Intereses gan?dos
Control de inversión, comlSloncs y otros
Otros Ingresos financieros

Ingresos por Operaciones Bancarias
Menos: Intereses Pag~dos y Otros Gastos Finan­

cil2ros (nota 7)

Margen Gruta en Operaciones Bancarias

1 9 8 3

5"1. 449 . 631
2.1f¡0.G7G

900.128--
57.490.485

1 9 8 2

38.541.91:
1.418. 3~: ~l

1.163.205----- _.-
41.123.97[,

Ij
I .,
i
!,

Operaciones Comerciales
Venta dé insumas JI otros productos agrícolas

(nota 19) .
Henos:

Costo de ·Ventas de Prrductos Agrícolas (nota
Gastos-de Venta y Corner'cializacién 1\9i~1cola.

Margen en Operaciones Comerciales
Mar~en Bruto de Operaciones

181.391.255 1~2.4GO.123

!
I .

I

I •

i
!

~ ~ 1.765.23S

3.510.625) ( 3.673.212)
1.625.203) ( 807.500)

524.579) ( 636.629)

.~ Gastos ~25~.I(::rGle..?'y f\dministrativos:
Sueldos y Prestaciones al Pcrsonal Administrativo
Alquileres
Depreciación (nota 10)
Se9uros
Papelel'~a, r'~ateriales y Suministros
Combustibles y Lubricantes
Conservación y f'1antcnimiento de Equipo y locales
Otros Gastos de Operaci6n

Total Gastos Generales y Administrativos

Utilidad en Operaciones

..Ca.!:.9..os Extraordinarios y fuera de Operación
1; 1nCrCi~¡Cnto adi ci ona1 a 1a reserva pa ra saneami en-

to de intereses .
RegLJ12rización de reservas pc:ra saneamiento de

pd~st2.m()S (nota ,)
knortizaci6n rebaja en precio de Insumas (nota 11)
Otros CC1r'gos de Ejercicios Anteriores) neto
Regll12rizD.ción de Intereses Sobr~giro , ISTA y

otros (l1e>ta 6)

Utilid~d Neta del aRo

20 •.232. 0~3
. 695.057
1.832.776

268.747
653.868
789.879
536.589

1.596.880---
26.G05.839

18.625.602

( 9.689.375)

(
(
(

~ 3.275.820

17.951.7)~

590.179
1.179.529

365.925
527.530
606.07'1
490.6t¡3

2.062.497

23.774.155

5.516.918

2.164.812

Lel ~ no t {~ s qu{? se aeo~:!Pufla11 son pél r t e i nte9ra1 de
\ los EStilC:OS F'inC1l1cieros.
~,::,:",:,::"":,:,,,,=,-_,:,,--:,:,,_.--. ~"'--:..::..;..;:.;.'-'-'~--'.;.:..;.:.""='- ~=-=,:.:-=--:.:;=:=;;:...;;..-~---";=';;"':";'-"-"=':'=':-.'="-'-~'-··,"'-c-'...:...-_·_"'" -.. ---._. ._ - ----
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BANCO DE FOi"ENTO AGROPECUARIO

Estado del Pat~imonio Institucional
Año Term;néldo el 31 de Dici~mbre de 1983

Cuadro l' e 11

Capital Fondo I t ,
.'Capital Divi- Reservas de Excedentes por Totál

sión Bancaria de Desarrcllo' Previsión Aplicar Pa trimoni oEconómico

~ 92.242.929 142.066.3S=8 1.669.824 2,164.812 238.l43.963

li

''===========~=====
~

Las notas que se ncompaAan son. parte integral de los

.'
í

.1

:1
·1
;J
I
1

:1

¡j
1i

..
·1
i

J
.1
'1

2.694'.054

1.711.535

193.456 )

24.433.450

61.598.935

328.388.481

3.275.820

331.ó64.301

¡
¡

=======.::==-:/'

3.275.820

( 193.456)

1.971.356

(1.971.356 )

. 3,275.820

985.678

1.669.824

2.655.502

Financieros.

492.839

Estados

17.190
1.711.535

24.433.450 .

50.705.980

219.427.392

218.934.553

492.839

2.675.864

10.892.955

105.812.748

~106.305.587

e o N CE P T o S

r:o':a 18

D~n3tivo Gobierno Ja~onés

C0pitalización de aportes del
Gobierno Central, derivado
préstap:os de Instituciones
Extranjeras de Crédito
( ¡~ota 2 y.18 )

Capitalización d~ aportes de
contrapartida local en con
tratos de pr6stamos

Utilidad Neta del Ejercicio

Traspaso por asignación legal
de resultados del año/82

Saldos al 31 de Diciembre/83

l
!.~,~ Sa1dos al 31 de di ci embre/82

Aportes provenientes del Ban-
11 ca C~ntral de Reserva
I
j'
1:
/;
"

ji
'1': .-

i
I

i
1
J

1:
" Aj us tes p·3 tri rr.oni a1es efectuados
11 ( i\ota 18 )

1:

11

1
1

,1

,I
, I
"

!

1

.lO .. • ,

. --_ ... _.··.·r_.....·...~_ ..,·......-..-,.__'.-..........-.c:-__.._~........~..,.-.:"~.. _,.,..,......... .................,~~._ ........... .... _-...... •.-......_••~~•••.•oo _._.•..-_.... _
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OI\NCO DE rOl·U:nTO I\GROP[CUf\R 1O----_._--
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CUildro l' po:

[Sléldo de Cdl1lbio~ en lo Posic;c;n rini!llci('t"ü

Años TcrminJdos el 31 de Dicicl1lbr~~~~J2.ED_ ...r~19r.~

198 3 1 982

Fuentes netas de Recursos Financieros
.. Rccur'sos Pro'lcnicntes de Operaciones:

Utilidad neta del año
Menos Aplicaciones Directas al Super&vit por

Contribución complement~ria dl Fondo
de Funcionarios y ElIlpleados del S.F.A.
(nota 18)

~ 3.275.820 2.164.812

Mfis: Cargos extraordinarios a operaciones del
ejercicio:
Para el incremento adicional de Reservas
de Saneamiento.
Amortización de Cargos Diferidos

Recursos netos derivados de operaciones
Otras Fuentes de Recursos:
APoi~res yUt i 1i d-adesproveni entes del B. c. R. (nota 18)

Capitalizact6n Donativo Japon~s de fertilizantes
Capitalizaci6Q de Aporte del Gobierno Central, deriva­

do de Pn~stamos o torgados por Instituciones Inter..;.
nacionales de crédito (notas 2 y 18)

Recup~ración ud12udüs dül l.S.T.A. (nota 6)
In~remento en saldos de Pr6stamos recibidos de Institu-

ciones Extranjeras
Pr~stamos de Instituciones Financieras Locales
Incremento en Fondos Pdenos en Custodia
Di~ll11inución neta en Otros Activos'
Patrimonializacián aportes locilles en pr"oyectos [lID/ArO
Disminución en Inversiones Comerciales - Insumas Agrico

las -
"Aumento en saldos de cr~ditos derivados del convenio

P. L. - ~80

Utilización de Recursos Financieros:
Aumento en Car-tera n~~ta g-robalde Créditos
Títulosvalores obtenidos
bisminuci6n en monto de los dep6sitos
Cancelaci6n neta del endeudamiento con el B.C.R.
Di smi nuci 6n en .otros étdeudos y aculllul aci ones
Aumento en Inversiones Co:nel"ciales - I.nsumos Agr"í ..

colas
Cancelación neta de Créditos derivados del Convenio

P.l. - 480

AUllI!:nto (Disminución en Soldas de Efectivo)

I.as nota s que se acO:i1ruiit1n son pa rte i nteg ra1
~.. dl! los Est;)d~..: F:llunc.;~¡-os.

\.

..

13.200.000
1.775.203

-[8-:-057 . 56:¡

2.694.054
1.711.535

61.598.935

6.261.007
8.000.000
3.023.011
1.090.186

24.433.450

. ·12G: 869. 7115

62.G45.363
2.654.169
8.637.846

39.717.829
254.480

19.135.119

15.016.212
1~ Ü• 061 . Ofa

( 21.191.273)

~126.869.745

1.017.231

66.257.9J.8

11 . 332 . 2·; 8.

5.02i'.~19

1.430.274

25.400.661

19.691.1.• 597
853.733

5. 35i' . ()(~ 5
159.956.815

450.35G

-.-

186.3] j·:-f·~-c .
7.0·~5.CJ? '

193.353.223
----._--

\~
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CONSULTOA ES-AUDITORES

~?ttPt;g~e Mgf'J~f\lB~~ ~ E!eJ.
APARTADO POSTAL 582

SAN SALVADOR. EL SALVADOR.j:. A... 1984
I>1arzo ~ de

Señores
Asamblea de Gobernadores
Banco de Fomento Agropecuario
Presente

Por este medio estan10s ratificándoles oue nuestro examen de los Estados Financie­
ros del Banco de Fomentó Agropecuario, "al 31 de diciembre de 1983, se efectuo* de
acuerdo ex>n normas de auditoría generalmente aceptadas y que dichos estados fi~
cieros fueron prel~ados de acuerdo con principios de contabilidad generalmente ­
aceptados, aplicados en fauna .consistente con el año anterior. l\uestro dictamen
sobre los estados fi.nancieros mencionados se emitió con fecha 24 de febrero de­
1984.

D8SeaID:>S ratificarles además, que nuestro examen canprendió, entre otros procedi­
ITdentos de auditoría, la evaluación general del sistema de control interno del­
Banco, COiTO base para la determinaci6n del alcance y amplitud de las pruebas se-­
lectivas a.efectuar, y la oportunidad de aplicaci6n de las mi~s con miras a dic­
taminar sobre la razonabilidad con que dichos estados financieros presentan lapo
s1ción financiera del Banco al cierre del ejercicio fiscal, los resultados de sus .
operaciones y los cCJllbios habidos en su ¡;osici6n financiera por el año entonces ­
te~nado. La mencionada evaluación del control interno comprendi6 los procedí-­
mientas establecidos para el mejor control de fondos de prCXJraInas total o parcial
mente financiados y;.or Instituciones Internacionales de Crédito. -

Es nuestra ooinión, basado en el examen efectuado del control interno existente,
que los proceaimientos y aspectos nODTLativos de a~nistracióny control de fon-­
dos que se aplican en el Banco a esta fecha, ·on razonablemente adecuados en las
circunstaT)cias que vive el País, para garant i r de buen grado el In3l1ejo de los
fondos confiados al Banco.

IDEZYCIA.~

3
Rivera, Socio
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Introduction ,
---Tbe BFA-loall I:->0rtfolio totals alJlJroximatemately $170
million. Of this amount, $42 million is overdue. The BFA has
analyzed the overdue portion of its portfolio, ano concluded
that $19.9 of the overdue amount, attributable to 79
coo~eratives, can be collected ifrefinanced under the terms
described on pages 34 through 36. By January, 1984; the BFA had
already aI:->~roved nlost of the refinancin~ applications.from the­
79 cooperatives and submitted them to the BCR for approval.
The chief criteria which the BFA and the BCR have been usinS in
the approval process is that the cooI:->erative be able to pay
1984/85 cro~ year production credit, as well as the interest
payment and part of the lJrinciple payment. The cases presented
below were collected by STC advisors to illustrate the
financial circurnstances of Phase 1 cooperatives beiqg
refinanced. The first example presents 1983 information, while
the followins four examp1es preserit 1984 estimates. It shou1d
be noted that lJrofit projections are considered to be
optimistic by STC and USAID.

l. "Escuintla"
Outstandiny debt 12/31/83
profit after payment of
1983/84 credit
first year refinanci14 <:J pay­
ment at 6%
remainder to lJay princilJle
and to ~urchase inputs for
the next crop year

$1.96million

.421

.295

.126

•
2. ".§l~el"

Outstanding debt 3/31/84 $1.027million
estimated profit after payment
of 1984/85 credit .260
first yr. refinancing pay-
ment at 6% .062
remainder to ~ay principle .198
and to purchase inputs for
the next cro~ year



3 .•~ Santa Ague3~"

outstanding debt 3/31/8"4
estimated vrofit afL~r ~ay­

ment of 1984/85 credit
first yr. refinancing pay­
ment at 6%
remainder to pay ~rincip1e

and to }?urchase in~uts for
. the next crop year

. 705

.215

.043

.172

•

F-16

4 ." Sa n Ra f ael"
outstanding debt 3/31/84 .702
estimated profit after pay-
ment of 1984/85 credit. .203
first yr refinancins pay-
ment at 6% .042
remainderto pay ~rinci~le .161
anó to purchase inl:>uts for
the next crop year.
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ANNEX G

EANCO DE FOMENTO AGROPECUARIO
0RD~N DE INSTRUCTIVO

(

I 1- PROPOSITO

11- DISTRIBUCION:

111- AN EXO:

IV- OBSERVACIONES:

Rr:SOLUCiON DE
CRED1TO.

Limitada.

Un Ejemplar de las Normas.

Las presentes Nor~as entr
rán en vigencia a partir ­
d~l 1~ de febrero de 1984,

según Resolución de Junta
de Directores Nc.JD-6/84 ­
emitida en la Sesión No. ­
JD-2/84 de fecha 11 de ene
ro de 1984 •

.$an S a1va do r t 18 de'enero

ych.

,



~~ o p. r·~.I'. 5 p /J, r}~ r. f SOl Ue ~ lo~! of e~ rOl ToS
__ o _ •• __ _oO' ._. ._. A _o_ •• • -

1- CONSIDERAHeo:

1- Que el Art. 19 de la Ley del Eanco de Forr.entc t~.gropecu~

rio sE~ala, (~trp las atrihuciones de la ~unta de Dirpc
tcres, acordar las m~didas administr~tivas y las po1iti
cas que sean necesarias para 10rrar 10s objetivos del ­
Banco, ~mitir los reglamentos esp~cificos qu~ SGan nece

sarios y aprohar las solicitudes de pr6stamos mayores ­
de e 50.000.00

2- OU( el Art. 21 de la misma Ley faculta al 'Presidente
del_Banco, para autorizar préstamos que no excesan de ­

~ 50.000.00 Y aprobar.las operaciones relacio~adas.con

1a 9E: S t ; ón or d i nar i a del Ba neo, a e t ua ndo. d f: nt r o del a s
condiciones y limitaci.on~s que dEtermina la citada Ley

.y las que establezcan los R0glamentos Internos Y. la Jun
ta de Directores.

3- 0ue la expüriencia ha ¿~mostrado que El cr&dito aQríco­
1a, pe r s u na t t! r a 1 f: Z a. :: r eq IJ i e r e una r e s o1ució n opor tu na;

en cons€cuentia su tr§mite d~be s~r din&mico y ~9il por

10 cual es convQni~ntc crear Niveles d~ Resoluci6n de ­
créditos qu~ satisfaroan la demanda de los clientes.

4- 0u€ la demanda dE sfrvicios del SEctor Ag~opecuar;o se
ha incrE.~t:~t~~J ~·r: :osúltimc.'s afios y para satisfacerla
el Banco rGquierf adecuar sus ncr~as y procedimientos ­
para el losro dE. los óbjetivos y motas.

BEST AVAILABLE COPY
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que para a~ilizar el trimite de las solicitudes de cr&di.. ..-

to de los clientes del Banco, es necEsario clasificar
10s cr~ditos(n 3 cat€gorias:

1. Crédito Automático
2. C¡faito de Tré.r:.it?ción r;or¡;¡al
3. Crgdito con R'iesgo

11- CREDl TG AUTOI·jAT 1CO

l. DEFINICION
Se ccnsiderar~ como cr~dito autom§tico J aquel otorgado-.'
mediante un tramite ágil, para:

~ Asegurar ~ue el crªdito sea oportuno
- Reducir costos de trámite
- Estimular al cliente en el cumplimiento de sus obliga

ciones.

2. SUJETO DE CREDIlO AUTOMATICO

- Personas Naturales
- PersonasJur~dicas

3. REQUISITOS

Condiciones para Persones Ncturales
- T~ner capacidad leQal para obliparse
- No ser mayor de 60 a~os de edad

Gczar de buena salud aparente
- Gozar de solv~ncia Goral v económica

G-2
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eondie i () n c. s r.. ~ r a Pl: r S (' n ro ~ ,J u r ~ ei e ~ s_ ._ .. .'__ ..-_0 __ .. o •• _ • _._ ••__•

- T0ner cnr~cidad l~g~l pa~e pbli9~rSC\

- Ge Z i1 r de s (: 1v (; ne i a mG r e1 y t: e [. né· m; e a

HISTORIAL CREDITICIO

cualcuier t~~ncia d01 B~ncc. s;n r~fi~~nci~~icntr ~u-
• • . 1

r~ntf.' les tres Gltií.~cS ciclcs cc:;rícr-l~s y/( Z crédit05
rt:facc;cnarics.

- r~c: tener comprcmises en mora dí: créditos viQ(:nt(.;s.

EXPER1ENeJ f\ TEer·: 1e(l - f, D!~~ 1N1STR. AT 1Vf

- Haber manejadc satisfactcriamen~e durante los ~ltimos

tres ciclos a~r~cQlas cxpTctncicnes similares.

4. OTROS REQUISITOS
Tener documente que le gar~ntice la Explctaci6n de la

tierra durante el pcrícdc de duraci6n del crfdito.

- que el cr&dito que solicita no exced2 en un 2C% del ­
~rea G unidades o un 50% del m~nto del cr¿ditc ante ­

riar m~s elevado 2n su historial dentro· del mismo ru­
bro~ habi6ndolo c~ncElad~ satisfactcriamente.

- QUE los proyectes sean Gcon6micamentfr rentebl~s y t~c'

nicamente fcctibles.

s. G,"~RrtnT1AS

Las 9e r el ntía s q ue 5 e f: X ; 9 ir? n p ~ ro u ~ s t € t i r (i d(: f; li an
cianiento scr~n las qUf tradicirn~lm(ntc h~ ofrecido

•y dE ccu~rdc n las n0rm~s v;gGntüs.

G. PROCE[:IiiIEi~T(\

- El sujc:tc de créditc cut~~In€ticr'~ rrf:vi~mE:nt~ c~i;fica

do, pré:s~ntará su s01icitud de crtditC t les dccum~ntcs'

BEsr AVÁILABLE COPY
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dE ~ ~ re ntí u, 1ñ i d(;. fl t i f i c~c ; 6n dÍ! 1a s p f r S ('. na s nu e r c. r­

t ; e i pa 1" En f n t 1 e ro [ d i t (. .~' 1 ('. s .d ( e u::: L í: 1. e ~ '''': ~ \: 1 C: r· f~ r ~ nt i

c (; 1a lX r 1(~ t ~ cié n d€ , c. t i (. r r a •

[ 1 ;~ 9 ~ nt (: d e c r' ( d i t r' c: ne? ''" f ? d" [11'" (. r ~ r i' r 5 e 1 Rl S l: n c; r. .Y

Resolución 0(' Cr-[ditc .." .ic ·S0r.l(:tE:rt <11 nivel de aprcb~­

c i én ccrrLspcr,d i e r.tc.

Le ccntr~teci6n de este tip~ d~ cr¿~it0 SL h3r~ en un" ­

documento dise~~dc r~ra tal p~~p6sitc, en dende se debe
r~n r~lacionar las hipotecas abi~rtas, si l~s hubiere.

les dGscmb01sos se har~n inmediatamE'nte despu6s de ha ­
b0r suscfito el c0ntrato.

111- (REDIIOS CON R1ESGO

l. DEF1NJe1G~!

Es aquel cr&dito otnr~ado a personas naturales o juridi­
cas cuya recuperación sec dudpsa.

2.. SUJ ETD DE CREO i iD CO~! r1 ESGO

- Person~s Naturales
-Personas Juri¿icas

3. CR1TER lOS P¡;Rr. eL:, s 1F1e¡ e J o f'(

- Cli~ntes nueves

CliEntes crn cr6~its pcrc pa~o de dGuda y/o rcfir:ancia
miC!nto.

- Clientes qUE soliciten crédito pera proyecte CUjO monto
de financiarnicntc se~ moyar ~~ rc~ del teta' eutcrizadc

pcr el Eancp C~n.tral ~~ R~s~rva p~ra c~da Rubrc ~grop~­

cu~r;(:, EXclptUc.ndo equc:llcs cr[ditcs sclicitf!G0S por ­

'1ientas c~lific?¿os paru cr&dit05 automáticos.

BEST AVAILABLE COPY
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Clientes antiguos del Banco que prescnt€n ~rcy~ctos dif~

rentes a los que han venido explot=ndó.
Clientes que presenten proy~ctos no tradicionales, por ­
ejeri1ple-:

Cúrcuma
Cardcmomo
Vid
Nanzanc

Orégano
Menta
Chan
Cá rtamo
Joj aba
OKra

Añil y

Otros
- Clientes cuya edad scbrepasan les 60 eAos.

4. GARfHiTIAS

las garantias exigidas para este tipo de cr§ditos serfin
las señaladas por la Ley del Banco y l~s normas de cré­
dito vigentes, y ser§n aceptadas a satisfacci6n del ni­
vel de Resoluci6n correspondiente.

5 • PRneED1}i I ENTo
El solicitante presentar§ en la ~gencia respectiva 1~ ­
documentcc~3n requ~rida.

El Agente de Cr&ditc encargado dtbere planificar el pro·
yecto en el campo, el que sEr~ presEntado al nivel de·­
Resoluci6n corrcsprndiente.



G- E•

Une vez ;: [. r r· t.o ~ d ~ el;.· r' ( v l e t (". se de ti G r á e (' r. t r (\ t c. r e n e 1 i ns
~' .

r r é e t G .: nv~ 'A S i é '"1 Ó f- 1[' s ; 2 e ti rs (' s .

l. rJ~rINICTOt~

Se considera cr[ditc de tramitación ncrmRl, ~quE1 otorg~

de a personas naturale~ o juridica~, que no califiquen-­

dentro del cr~ditc autom?-tico. ni qUE reunan carccteris­

ticas del suj~to de crédito ccn rirsgo.

y- N1VELES OE RESOLti eJ o~,! [) E er.. [ o1ToS

Para el ot0rºami~nto opGrtuno de les cr~dit0~sr establecen

los n; v 01 e s de i1 e s (; 1 u e i 6 n d c: er 5d ; t (. s i 9 u i en t E: S :

1. Cocrdinador de Crªditos
2. JefE de fgenc;c

3. Ccnité d0 ~9tnC;~

4. Comit§ dG Oficina C~ntral

S. Junta d2 Dir~c~cr(s

Estos niveles rEsolV~tt~ 'a~ SJ1~citud2s de la manera si­

guiente:

· .

NIVEL DE R[~0LUSIO~

Ccord. Ce Cr[óitcs

J f: f é GG i·~ g l .~ e i L

Cemitª de ;g~~cin

Comité ef. Ce.¡trGi

JuntG ce Dir~ctGres +

ce t: K1ES GO

ti es t e ~ 25 • OOO

ti es 1: e ~ 5O• eoo
Hasta ~25.00(\ P.cst~ ~ 5 • 000'

Hcste ~50.000 Masto e')~ ncoc... ... • ,.,.

d~ eSr..ooo + ce eSO.OOO + de ~25.0GO

BEST AVAILABLE COPY



~I- INTEGRACION DE LOS COMllES

1- eotI¡ 1TE DE:; GEn e1J'.

Jefe de f\genci a
Ccordinador Oc CrÉdito

.Coordinador Fincnc;ero

El jefe de ~gencia será el Presidente del Comité y el ­
Coordinador ~e Cr~ditos actuarS cQmo Secretario; .

El Coordinacor de Créditos sustituirá en las funciones
al Jefe de Agencia en su ausencia.

G-7

.. ",; \

El-Coordinador de Cr€ditosy el Coordinador Financiero'
tendr~suplentes, los que ser~n propuestos~or el Comi
té, dentro del personal de mayor experiencia y procu ­
rando ser d~ la mi$ffia profesién. el nombramiento de e~

tos miembros será autorizado por el Presidente del Ban
co.

2 o COr~ITES DE OFI Clt~A CENTRJ\L

En Oficina Central existirán dos Comités inteQrados de
la manera siguiente:

Comité tlf\"

Subgerente de Operaciones
Subjefe del Departamento de Créditos Agrcpecuarios
Jefe de la Sección de Cobranza del Departamento Jurídico

El SubQerente de Operaciones serS el Presidente del Co
mité y el Subjefe cel Depto. de Créditos Agropecuarios
el Secretlrío.

El Subjefe del Dento. ~e Cr~ditos ~gropecuarics susti -

,J<)
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tuirf. en leS funcicnc:s ~l Subocr,:'r~tf ce C"¡J(.rccicni:s tn -

su ~ust:ncia.

~l Jefe de la S~cci6n de Ccbranze ~~l Dcr~rt~~entc Jurf
dico t2ndrEn suplentes, 105 que serfn ~rcru~stos por el
Comit€ dentro del persGnel de las respectiv25 unidR~es,

procurando qUE SEcn los de mayor expcr;cnc;a;el ílC'r:lbr~

miento de estcs micmbr0s sEr~ autoriz~do pcr el Presi ­
dente del Banco.

Ccmi té IIB ';

_Subgerente de Programas
Jefe del Depurtc~Entc d0 CrÉcitcs kgrr.ptcucrios
-

Jefe d~ Secci6n C0ntrat~c;én y Asist~ncio legal .

El Subgerente de Programes scrS ~1 Prcsid~nte ¿el Ccmi­

t€ y el Jefe del D(parttm~nto ,de Cr~dit0s ~~rcpGcuarics

el Secretario.

El Jefe del Departamento de Cr~~itcs ~9rcp~cuarios sus­
tituirá en leS funcionc:s "al SllbgErf:nte de Prcgram~s En

su ause'o c i a •

El Jefe dEl Dfpartamentn de Cr0ditos A~rc-récu~rios y el
Jefe de Sección de Ccntr~tacif.n y fsistGncia legal ten­
drán supléntes j 105 que s0rán prcpuest0s por el C0mitÉ,

" .
dentro del per50nal rl~ las respectives unidades, procu-
rando qu~ sean 105 ¿e'mayor experiencia; el ncmbrarnientc·
de estos m~G~brcs "ser5 eutorizadc por el Presidente dEl
Banco.

BESTAVAILABLE COPY
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VI 1- NORtL'\ S G[ ~! EPo h LES

A- La Junta de Dir~ct0res r~sclvEr~:

1. Les s01ic;:uccs dE cr~ditG de les H~c;cnées del S~c

tor Refcrmado.
2. las solicitudes éQ crédito de las AS0ciccioncs Coo-,

perativas cEl Sector Tradicicnal qu~ l~ requi~rar. ­
por primera vez e qUE nc Hayan cumplido a cabalidad
sus obligaciones.

B- Otras disposiciones:
1. Las Resc·l uc; ones de 10s Comi tés s<::rán tornedas' por ­

unanimidad y en case dé desacuerdo, la solicitud se
pasar~ a ccnsideraci6n del nivel inmediato sup~ricr.

De igual manera se proceder~ con los cr~ditcs ~ene­

gados, adjuntando las razones de traslade al nivel
superior. Los ComitÉs se reunirán en Sesif.n las VE~

ces que sea necesario, ya sea por acuerdo previo o

o por convocatoria del S~cretario. Los secretarics
de losComit6s preparnr§n los expedientes que se so
meterán al ComitÉ. revisándolos prEviamente para ­

establecer si contienen la documentacién completa
y la información neccseria para su resoluci6n.

2. En 'los limites autbrizadcs debe de consid~rarse in
cluidos los saldos deudores, si los hubiere.

3. Las pr6rrogas o modificaciones en las condiciones
de los pr~st~mos, tales como cnrnbios en la forma de .
pago, empli~ci6n ~e plazo, deben ser resueltas por
el nivel inm~diato sup~riQr al que apr~b6 criginal­
ménte ~l crédito.
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4. Las sQ1icitu~es d~ crfdit0 para ~mpl[~dos d~l SancG
y s u s f ? iii i 1 i ;:; r G s qti i.. (: s t é n (' ( TI t r (, el e 1 e ti r: r t c~. ,.. ~ ~ r ­

d e con s Ca nr u i n i d Ca e y ~ s (; ~ und(. d l;' a fin ida d, s ~ r á n r e ­
su~ltas pcr l~ Junte ¿e Dir~ct~r2S: ~ 0xc(pci¿n de
1G S S e1 i e i t ué f: S d E 1(' s f! u f' c?.1 i f i q u(n e e~ G e r ~ Gi t o

autom~tic~.

~. L~ s amp1 i G e i (. n f 5 ec: e r (; (; i t o pe r a r E' c.c. 1e c. ció n CE. ce·­
sechas pcr ~cntos menores de ~ 50.000.00. Sergn rc~

sue1t os .por e1 \.1 ef e d(: f: ~:H:' n.e i e Q n f or me Gu t emátic a

contre prcsentaci6n de recibes que dcb0rSn pi9n0ra~

se.

6~ Para la implementaci6n de las pr~s~ntrs ncrmas la

tdministraci6n debcr§ elab~rar l~ re~1~mcntaci6n ­
r€:spectiva, la cual deberá ser aprobada pnr la Fre

sidcncia del Rence.

7. Esta rescluci~n d8ja sin efe.ct~ todas las disposi­
ciones Dntericr~s Que la contravengan.

Las pres~ntes normas entraran en vi~Gncia apnrtir d~l Ira.
de fcbrGre de 1984.

18-1-34
:zaf.

BEST AVAILABLE COP}I



ANEEX H

DESCRIPCIOM DE LA POLITICh DE CREDITO DEL PROGRAMA 207

EN SUS ASPECTOS DE ,ORDEN OPERArl VO "

1- Se consIdera esencIal que para la aprobacIón de los crédItos' r."

para los beneficiarios del Decreto 207, los proyectos hayan:.
sido elaborados por técnicos en el campo especffico en GU~ se'
desarrollar5n. Para 10$ de~embolsos de los cr5dftos aproba­
dos, los proyectos deber5n ser supervisados por el perso~~l

del Program~ 207, para la adecuada utfl fzacrón de los fondos
y el desarrollo normal del proyecto.

2- El nivcl de aprob~c¡6n quc discuta las sol icitudes de los bene.
flciarlos del Programa deberá analizar la viabilidad técnfca,­
económIca y de mercado y asegurarse que Justifique el proye.cto. ¡,.. ;:

Las consIderaciones anteriores s~rvlr5n de base para emitir la
resolucIón de aprobación ~ rechazo de los crédItos.

3- Los rubros a financiar de los diferentes destinos y los montos
máximos están establecidos en cada una de las líneas de fInan
clamfento disponibles para el Programa.

4- COon fondos del Programa 207 el 5rca a frnancJar será la adquI­
rida a través de FIHATA, que nunca será mayor de 10 Mzs. por
beri e f 1e i a r ¡o; s ¡, n e mbar9 o " los U 5 U a r J o s e o n á r e a s a die ion a 1e s
a las adquiridas de FINATA, se flnanciar5n en forma integre1
usando los fondos disponibles en las agencias, pero manejados
con tarjetas diferentes.

5~ Al aprobarse los cr5dltos, el Banco proveerá los insumosa tra
v~s de sus Almacenes, y solo en casos excepcionales se acepta=
r5 que sean adquiridos en casas comerciales, previa autori2~-.

cl6n de la Gerencia Comercial', la cual proveerS en fecha opor-.
tuna una lista de precios e insumos disponibles.

6- las tdsas de -interés que se util izarán-son las establecIdas
por la Junta Monetaria para cada lTnea disponible en el Banco.

7- la garantía a ¡ex,igi r en los créditos de'l Programa, será la c~
secha del proyec~o!propuesto, ya que aquel los que sean ,aproba'
dos habrán demostrado su viabil (dad. Solo en casos excepcio::"
nales de alto riesgo como clientes con dibll historial c~edl­

tlero el Banco podrá exigIr garantfas de existir éstas, ya Que
daran una mayor seguridad para la aprobacl6n y recuperación de
los préstamos. .

8- los lineamientos especifIcas del Programa serSn dictados por
la Gerencia de Créditos a través de la Jefatura- del mismo. La
Jefatura del Programa determinar5 el tipo de Informacl6n, su
periodicIdad y los formatos a utilizar en el transcurso de las
act¡v¡d~dcs, según las necesidades de Información de los nive­
les superiores del Banco.



9- lo~ diferentes formularios a utilizar po~ el Programa serán
seleccionados o disenados por el Programa de Reforma AgrarIa,"
s u Jet o s a 1a s no r ma s 9eñe r a 1e s 'c n v i gen c', () .

10- No se tramltnrán sol icltudes a usuarios con record credItIcIo
o·aspectos personalcs Inaceptables para el Banco. En grupos
organIzados eri los que a1gunos de,sus mIembros se encuentren
morosos con el Banco, éstos podrán ser excluidos o su situa­
crón normalizada para que el grupo sea consIderado sujeto de
crédito.

11- En grupos organizados o en proceso de organización en los que
exIstan diferencias en la tenencia de la tierra, deber~n con­
slderarsecomo beneficiarios del Decreto 207 aquellos en los
que más de uno de sus miembros ,sea beneficiario de dIcho De­
creto.

12- Los niveles de aprobación de créditos del Programa serán los
mismos que actualmente han sido autorizados por la Junta Di~

rectlva del Banco. En las reuniones donde se analicen las
solicitudes de beneficiarios del Programa, tendrán participa
clón los zonales del mismo, con derecho a voz, a fin de que­
expresen sus objeciones y/o recomcndacio~cs en la aprobaei6n
o' re c haz o de c a s o s e s pe c í f i e o s .

13- Para el procesamiento de las sol icitudc5 de crédIto del Pro­
grama se seguirSn los mecanismos ya establecidos para dicho
prop6sito el beneficiarlo de FINATA presentar§ su tdentff!
ención por medio dcl carnet provisional o definitivo, extcn~

dido por la Financiera Nacronal de Tierras Agrícolas, del
cual quedará una fotocopia en el expediente.

1~- Beneficiarios individuales dispersos (con un área menor de
3 Hzs. se le dar~ un trat~miento similar a 10~ usuarios de
subsistencia.

15- Para los créditos de los proyectos ganaderos de .leche .y de
crIanza la garantr~ ser§ la prenda a adquirir y el perrodo
pél r a can ce 1a r e 1 eréd i t o s e r á de ( 4) a·ño s má x i mo •

Programa Reformü Agraria - Decreto 207

11-2-84'
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SEGUIMIEHTO DEL PROCESO DESDE LA PRESENTACION DE LA

SOLICITUD HASTA LA RECUPERACION DEL CREDllO SOLICI­

TADO,DE BENEFICIARIOS DEL DECRETO 207

los pasos o el detalle del séguim[ento que a continuacl6n se des
crrbe, es para dar a conocer el proceso asi como el contenido o­
sea los datos, documentos, etc., que dentro o adjunto a la solI­
citud de crédito tIenen que proveerse o ser incluidos, para la
agJllzaclón y/o el ahorro de tiempo tanto para el sol rcftante
como p~ra los funcionarios del rFA al tramitar solicitudes de
crédito.

1- la present~ci6n de documentos, las· garantfas que se solicitan
y la dcscrrpcl5n del o los proyectos a fInanciar varlar~n se­

'gún las diferentes condiciones de los sol icitantes, 10 que se
determinarfi en el primer contacto' con funcionarios del Banco.

1 • 1 Cl ¡cntes con créditos vigentes al momento de la entrevls
tao

1 .2 el icntes 'S in crédItos vigentes al ·momento de la entrevls
ta, pero que han sido clientes del Banco.

.1 .3 Cl rentes nuevos o que nunca han tenrdo créditos en el Ban
co y que por 1o tanto dcben ser lnvestigndcs.

2- Con el· llenado de la sol icitud ~ los oeneficiarlos del Dccre
to 207 se les elaborarán. formatos adicionales propios del
P rog rama.
2.1 Descripción de los proyectos·
2.2 Boleta de evaluaci6n del· usuario

3- Es Importante efectuar el registro de la solicItud con él o
la recepcionista a-cargo de esta función en cada agencia.

~- PlanIficación de los cróditos
:lt • 1 Con los e 1 ¡en t e s n ue vos, pro y e c fa s d u d o s o s, e te. 1a p 1a -
. nificación' se rcalizara en el lugar donde se llevarán a

cabo el o los proyectos.

4.2 Con los clIentes delBF~ (antiguos) la planiflcaci6n se
real izar5 en las agencias, excepto en aquellos casos
cuando el proyecto sea mayor o disLinto a 10 planificado
y realizado en años ünteriorcs.

5- Aprobaci6n o denegaci6n de~ cr~drto sol {cItado por el nivel
respectivo de aprobación.

Es necesarIo conocer los requisitos que exigen los diferen­
tes niveles de aprobacl6n al elaborar las solicitudes de cr~
dlto.

....
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6- Contr<ltacrón del crédlt·o aprob'ado

Es necesario asistir a los usuarios sobre este partIcular,
pues' no se oueden efectuar desembolsos antes de la contrata
cl6n.

7- Desembolso de fondos para el destIno planificado, aprobado
y ·contré)t~do.

Este procedimiento está reglñmentndo para los usuarios del
Decreto 207.

8- Visitas de cümpo para verlfi.car 10 real fZedo, proveer asis­
tencia técnica y relncionar el uso de fondos con el estado
de 105 proyectos en el campo.

Este procedimiento también e~tá reglumentado para los usua­
r~os del DGcreto 207.

9- Lleva r u ca b o 9 e s t ion e s y lo él ce ion e s en c a m¡na da s a. f a e i 1 J t a i-
la recuperación de los créditos, en efectivo o mediante el .
~omprometimiento de fondos de cosecha en proceso de liquida­
ción o venta.

Esta es una rmportante actividad u oblIgación para los Agen­
tes de Crédito asignados al Subprograma 207.

RequIsitos que deben cumpl ir los beneficiarios del Decreto 207,

antes de que se considere la sol iei.tuó de cr6dito.

Los beneficiarios del Decreto 207"han sióo subdivididos en Indi
vfduales, grupos sol ¡daríos y cooperativas; por 10 tanto los do
curncntos que presentará cada tipo de cl ¡ente o usuario varía de
un tipo de cl ¡ente a otro.

Para una mayor agilización dc la solicitud, los documentos que
a continuaci6n se detallan scgfin el tipo de el iente, ser5n soli
citados por el Agentc de Crédito con anticipación al llenado de
la solicitud de crédito.

Individuales

1-'Presentaci6n de la C~duladc Identid~d Personal del solIcitan
te y dc la persona que v~ actuar como codeudor. Estas deben
encontrarse vigentes y dcbe anotarse por el Agente el lugar
donde fueron extendidas.

2- 0 El eodcudor pued~ ser la esposa o un hijo mayor que haya cum
pI ido 21 años, esto será presentado por el sol icitantc para ­

'cualqu"ier crédito a sol ¡citar.

3- Presentación del carnet que 10 Identifica como beneficiarlo
del Decrcto 207:

- Carnet dcfinitivo
Carnet provisional ...

" .

(l'\}
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~- Presentncl6n del últImo recIbo-de pago o c~ncelacfón dol eré
dlto del ciclo anterior (no necesario para los beneflcfar!os
del Decreto 207 que se presentan al B.F.A. por prImera vez) •

. S- Se sollcltar§ garantia adIcIonal o re"al a aquellos $ol(cJtan
tes 4uc han hecho mal uso del cr&dlto'anterlor, la que~sc ­
presentar5 al Agente de Cr6dlto que nticnde la solicItud.

" . .
6- Cuando el Banco solicIta fiador, este presentará su estado

económIco actual al Agente de Cré~ito que atiende la sollcl
tud.

E; f I a do r s e s o 1 I C I t e en c a s o s. q u e e 1 el ¡en t e e a e en mo tano
justifIcada y no tiene garantra adIcional o real para salie'
tar un refinanciamlento.

7- Se presentará carta orden Irrevocable a favor del BFA acepta
da por INAZUCJ\R, INCAFE y COPAl, cuando se van a financiar
los proyectos de ca~a de azGcar, caf~ y algod6n. En el caso
del INCAFE esta carta se presentará posterior a la aprbbación
_~el crédito (requisito para contratar).

S- Presentación de los dntos necesarios para que el Agente de
Cr~dlto el~bore un plen del proyecto a financiar segGn 10
exIge el formulario adoptado por el Subprograma 207.

Grupos Solidarios

1- Presentación de la Cédula de IdentIdad Personal de cada mlem
bro que forma el grupo, ~stas deben encontrarse vigentes y
debe anotar el ~gente de Crédito el lugar donde fue extcndida~

2-.Presentaci6n delos carnet~ que los identific~ como ben~ficJa~"
rios del Decreto 207, esto para cada uno de los miembros que
fo rman e 1 9 ru po:

- Carnet definitivo
Carnet provisional

3- P r e s en t a cIó n de 1 Ú 1t i mo re c I bo de 1 pago o can eel a cIón de 1
crédito del ciclo anterior (no necesario para los beneficia
rios del Decreto 207 que se present~n.al OFA por primera vez).

~ - Se s o 1 i c ita r a 9 a r a n t ra a d i' c ion a 1 o r e a 1 ea a q u e 1 los 9 r u Pos .S o
l¡darios que han hecho mal uso del crédito anterior, la Que-
s e p r e s en t a r á al Agen te d e eréd Ita q u e el t i en del a s o 1 (c ¡tud e

5- Se presentará ccrta orden irrevocable a favor·del BFA acep­
tada por INAZUCAR, INCAFE, COPAl, cuando se v~n a ffnancinr
los proyectos de Ceña, café y algodón. (Igual que el Inciso
No. 7 de los ¡ndfvi~ualcs).

6- Pr~sentación de los ¡düto~ necpsarios ,para que el Agente puc
da elaborar un plan ;dcl proyecto a finoncfar p~ra cada uno-
de los miembros d e ~ .9 r uPo s e 1 ida r i o según ,1 ~e ~ i 9 e el f o r fi'!"':'
1a r i o a do p t a do poi:' e 1 Subpro 9'r ~ma 2 07 •
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CooperatIvas

1- Presenta.cl6n de la C~dula de Identidad Personal de cada miem­
bro de la Junta Directivü, estüs .deben encontrarse vlgontes y
debe anotarse por el Agente, el 1ugi:lr donde ;·fue extend r dn.

2- Prc~entact~n de los carnets de cada miembro de la Junta Dlree
tiva que' los identlficar5n.como beneficiarios del Decreto 201.

- Definitivo
- Próvisional

3- lIstado de todos tos socios de la Cooperativa, con su número
de Cédula de Identidad Personal vigente, donde ha sido exten
dédü y dirección particular dé cada socio.

4- Copia de personeria jurTdica que extiende el MAG.

5- Acta deconstituci6n

·6- Constancia de deuda con otras instituciones, casas come.ci~­

les~ referenci.as ~ancarias y de otra rndole.

7- Punto. de ActéJ donde la Asamblea General autoriza a la Junta
Oircctiv~ a que se sol ¡cite el crédito para los destinos que
se incluyen en la sol icitud.

8- Copla de los últimos dos balances elaborados (General y de
Comprobación).

~- Se presentar~ carta orden irrevocable a favor d~l BFA acepta
da por INAZUCAR, INCAFE y CaOPAl, cuando se van a financiar­
los proyectos de caña de az.iJcar, café y algodón; ( Igual que
el número 5 de Grupos Sol idaríos ).

10- Re¿ord de las Gltimas tres cosechas obtenidas en los ciclos
ag ri co las an·te ri-oTes· -de café,- caña deazúca r. 01 g·odón.

11- Licencia para llevar a cnbo la .sicmb~a del proyecto del alg~

dón emitida por ~l HAG.

12- los datos necesarios p0ra que el Agente pueda elaborar el
plan del proye~to a financiar, segGn 10 exige el procedimie~

to adoptüdo por el Programa 207.

13- En caso de compra de ~aquinaria o equino, se presentará ~1

Agente de Crédito que atiende la la Cooperativa tres (3) ca-o;
tizaciones. Cada cotizaci6n de distint~ casa comercial.

14- L~ Cooperativa contará con una estructura ad~inrstrativc y
contable dentro de élla y co~o requisito ~1 BFA le acmJni5~

tr~r~ t~cnica y contablemente;

15- Planos y presupuestos de mejoras (obras a construir).

Pro!)r~ma Reforma ''\!1rarli)- ,Oecreto 207

- ... ~ o •.
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THAINIl~ Phn3PJ\i.,\l
(Summary by src i~».Jvisor )

Project will ad~reS5 training needs of ~1e B.F.A. as a~ i~fDrtant

element of the institution building prDg'ram. The Project h~ll also
addrens the training nceJs of the a";j'ricultural credit !=>ecticns of the
mixed banks and other institutions financing Phase I cooperatives.

The B.F.A•

The B.F.A. has desinge..i, vd.th the assistance of S.T.C. advisor, an 18
moths training program (mid 1984 through Dece1!l!.>er 1985) consisting of t\..o
major canp::nents: (1) in-country training and (2) short-term training
abr03..d •

. In the case of in-country training, 100 training sessions of
appro>:iTlBtely a duration of three days eaC'l1, and grouped in 54 courses,
"ill be delivered throughout the duration of the prcgrarn. The total
number of particir:ants is estimated at 4,200 hut since the sar,lC ~rson may
be attendIng several training sessions, the actual nunber of persons
benefited \'lill be much less. Table I ~t1mrnarises the training r.rogram to
00 conducted and financed with project funds.

\ ... TABLE 1

B.F.A. IN~'"DUNTRY TR~INln3 PR03f<l)j,\'l

Priority Area NtJInbo--r of Nurribcr of N'urnboJ of
Courses Training Particip3.nts

Sessi01"1S

credit 11 30 1,745
r

Portfolio Analysis
and ILpCuperation 4 4 114

Ag. Technology 18 41 1,380

Accounting 6 9 431

Auditing 5 5 112

Organizatio., & !·bthcx1s 4 4 67

Executive Skills and
C-eneral l·anagene..'1t 7 7 350

~J"L 54 100 4,200



-2-

The above'tuble does not inciuc1e trainin<J in electric d~ta

processing that is being funded se[nr~tely und~I: Alne.L1Cln0nt No.3.

~1e 100 tT.aining activities will be conducted in San Salvador illld

in c1iff~rent rart~ of the country and i.lOnt of them will be held freta
r:'11UC'1:}:-:.lY thro'.l]h !~-:1turd:::lY tc rO']uce, as nuc~l ~c; p:>c;sible, interruz.:;tioA1r; in
B.F.A.'s operations.

In co:luucting courses anLl training sessions Sl~cific needs of
major prOJrClr.lC'; "dll be taken into account. For exa.1"j1f?le, in the area of
cr.-,edit, where 30 training sessions will be held, s{:ecial consideration
\'Iill be given to t.."'~ needs of field r:-ersonnel assignej to \',ll"Jrk \-lith Phase
I and Phase III clients.

Similarly, srEcial attenti~n will be given to the personnel
assigned to YX)rk \·li.th D.F.A. traditional s~ctor in the 4 courses to be
given in portfolio analysis and recuperations, since i11 tllis sector past
due loans have been accUloulayed since the creation of t.."l)e B.F.A.

To conducting in courses, the B.F.A. will rehabilitate a
conference rCXJ.l1 and a library. Presently, B.F.I\.• has to rent sf:Ece in
notels in order to conduct training courses.

TIle training pr03rarn abroac1 will have b'IO comr;onents:

1. Sencling J??Opla for parioo~ o! up to one mcnth to receive on the
job at foreign institution's training in the same or related areas to
those i.n \'lhich they are Y.0rking in B~J?A. Selected institutions \·ri.ll have
successful pr03rar.ls in the areas \·ihere B.F.A. personnel \fnll be sent to
\..ork. This tec1mique of "learning by aoing" is proven to be effective and
could be of great help in satis~ing B.F.A. training needs.

An estimated total of 45 rersons will be sent abroad to receive
this t~ of training during a r;ericd of time of 18 months •.

2. Sending r;eople for r:eriods of one to thO !!lOnths to C'0urses being
offered by universities or through training prCYjrarn institutions. A total
of 14 technicians hill be sent for a total p2ricrl of 23 person-IilOnths of
training in financial planning, credit, accounting, management, auuiting
and sur:ervisio~1 among ol:hers.

The total estir:1ated cost of the B.F.A. prcxjrall is $600,000.
Table II gives a break down of pro3ram canp:mcnts and. cost.
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TABLE II

B. F .A. TRAINING P.RCX3RALwt AND EsrIMATED mST*
(U5$ 000)

In Country Abroad 'IUrAL

l1tl~?er of Training
1001/sessions 100

·Nunber of
?articipmts 4,200 68 4,260

Cost 314,0002/ 286.000 . 600,000·

1/ Grou~ in 54 major courses

2/ Includes $64,000 to rehabilitate a conference roaJ and a library.

* Us..ruD Hote: Foreign Exchange necessary for 12 of the total 18 months
of the training abroad \\ri.1J. be funded by this loan funds under supple.Lient
(i.'e. 12/18 x $286,000 = approx. $200,000). GOES counterp:u:t will fund 12
month requirements of the in-country costs ($200,000). .

•
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other Financial In«:>titntion.-; .In~luding I,sr.7\
- i

There arc 12 financial in~titutions,' apart fron B.F.A., ~oviding

credit to Phase I coop;:~ratives of \f.tlich 10 are r.Uxecl b:inks. In addition,
IS'::'l\. lG involved because i t i~ guaranteeing lQ.tn~ grnrlted to 2:-las~ I
co..."p:ra t i ves.

Presently, there nrc ab.:mt 50 credit agent!=; in t}le~3C il1!~titutions

tl1a.t are directly of indirectly involved in granting loans to Pl1ase I
Ct-X)p~rativcs. ?his nlJelbcr will increase Hith the o.:>r~tracting of
additionu1 credit agents under this ~oject.

The training needs of these persorl.'1el is varied and will
necessi tate a sp2cial effort and a brood and challenging apprCBctl. , The
miXed b::mk is limited to approach the evaluation of credit applications
brought to theJ:1, \'v11ich normally include only [Jl:oouction cr(..odit. '~'lith very
few e.xceptio:1s, these institutions do not do any promotion nor they really
assist Phase,! cooperatives in identi~ing and designing new investment
projects.

Since the project will finance the contracting of ,additional
technicians to ~ovice better credit to cooperatives, ill1d fi~~cial

institutio}')'s are willing to assist in identifying and dG~igning ne\,{
projects, It is very imp:>rtant to develop a training pL09ram to both
credit-financial institutions to the actively providing- cre.-dit to Phase I
c..A:)p~ative throur3h planning projects and to train agents in inv8stT:1ent
project design and sup~rvision.

Project funds of $100,000 will be used, during a r:erioc1 of 18
nonths·, to conduct a training program for the 10 to 12 rersonnGl of the 12
institutions involved in financing l~se I cooperatives.

The thrust of the training pI:'03X'aI:'I will be a series of seninars
and short-term courses that \onll include concerned r::erscnnel fram all the
financial instit.utions providing credit to I!nase ! coop2ratives, the
B.C.R. and IS1~.

In certain courses and seminars, Phase I coo~ratives leaders and
17illl3l.gers \\111 also be included. The pt'03rcuo \·,'ill be conducted in-country
and training abroad.

Credit agents and others \vi.ll receive training in:

1) Identification, design, and presentation of investment ~ojects

in prorerty improvements, equiJ...nent acquisition, cattle, crops, etc.

2) Orientation to the ba.nking system in relation to agrarian reform1
available credit, sources: B.F.A./I.B.D., B.C.R. o~~er sources.

3) Teci'J1ical arCt:"1S as ~Pl.ropriate.

4) Crcdit sur;ervision and recu~ration.

-
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INITIAL ENVIRONr-1ENTAL EXAHINATION
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Project Title: Agrarian ReforQ Credit
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Life of Project Amendment: One year

lEE prepared by: Peter B. Lapera, USAID/El Salvador

Date April 2, 1984

Action Recrnumended Negative Determination

Concurrence: James S. Hester
Environmental Officer
Bureau for Latin America
and the Caribbean



I. Project Description

The project purpose is to increase the availability of
credit to the agrarian reform and traditional small farm
sectors and improve the capacity of the national financial
system to deliver such credit. To this end, the project will
continue to provide loan funds to the BFA for credit to be
disbursed through the Integral Credit Line. Under the
supplement, the Project will provide $18.9 million of new
credit for the BFA's expanding Phase I and Phase III
operations, and $1 million for the traditional sector making
for a total of $19.9 million to be provided to the Integral
Credit Line with development assistance loan funds. The project
will continue to provide grant-funded technical assistance
directed at the institutions building effort in the BFA. This
supplement adds $600,000 in grant funds.

To improve and enhance the delivery of credit to the
agrarian reform sector, and to make that sector more
financially viable, counterpart funding will finance the
following activities for a total of $13 million dollars:
Refinancing of Phase I cooperatives collectable overdue loans:
and the placement of field credit agents in other financial
institutions to generate investment projects for Phase I
cooperatives in order to drawdown availa~le investment credit.

The supplement will also continue counterpart funding of
the important Integrated Pest Management element. One of the
objectives of this element is to reduce production costs
through reducing pesticide applications while maintaining or
increasing crop production.

II. Discussion of Impacts

In 1983 in a 7,000 manzana test area located on Phase I
cooperatives pesticide applications were reduced from an
average of 25 to 15 on an annual basis, while production was
maintained, and, in many cases, increased. Although under this
supplement the test area will be increased by 4,000 mz. to
11,000 mz., no pesticides other than those described in the
original IEE will be applied.

The IPI1 element will be closely coordinated with the FY
84 regional project, 596-0110, Integrated Pest l1anagement which
proposes, on a regional level: research; training; diagnostic
services and an information management center. The proposed
the regi.onal project fUlly incorporates the results and the
planned activities under the IPI1 element of this project.

III. Recommendation

F~om the above discussion, it is determined that the
project· supplement will not have a significant direct effect on
the environment. ~ negative determination is recommended. !~
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