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I. SUMMARY
 

This PAAD presents USAID/El Salvador's strategy for the 1991 Balance of
 
Payments Support Program (BOPS). The 1991 BOPS program will support Mission

and LAC Bureau objectives of achieving broadly-based, sustainable economic
 
growth and the evolution of a stable democratic society.
 

The GOES successfully implemented a set of macroeconomic reforms in
 
1989-1990. In 1990, the Salvadoran economy began to respond favorably to

these adjustments, and economic performance was the best that the country has

enjoyed since the onset of the civil war in1979. Encouraged by GOES efforts
 
to reform the economy, other donors (the International Monetary Fund, the
 
World Bank, and the Interamerican Development Bank) have, after lengthy

absences, greatly expanded their lending operations in El Salvador and will

provide support to the GOES in the continuation of its adjustment effort in
 
1991 and beyond. The engagement of these donors is significant, as it is a

sign of support for the structural adjustment program of President Cristiani's
 
administration. The GOES program, however, hinges on continued USG support as
 
well.
 

As articulated in the 1990-94 CDSS, the goals of the USG's economic
 
assistance program to El Salvador are to: (1) promote economic and social
 
stabilization and economic growth; (2) facilitate broad participation

throughout the society in the benefits of growth; and (3) enhance the

maturation of incipient democratic institutions and processes and create a
 
political environment conducive to growth with equity. The progress made in

the comprehensive restructuring of the economy and the entry of the other
 
donors affords the Mission the opportunity to expand its policy dialogue to

include additional strategic objectives. USAID/El Salvador will continue to
 
provide the external resources crucial to ongoing GOES stabilization and
 
adjustment efforts. However, in addition to encouraging further progress in
 
macroeconomic reform, the Mission will focus more strongly on public sector
 
efficiency, a major constraint affecting the implementation of the overall USG
 
program, and on judicial reform, a key Mission and USG priority for
 
strengthening democracy in El Salvador.
 

Improving public sector efficiency will embrace three distinct, but

interrelated areas: (1)reform of tax policy and tax administration, (2)

building integrated financial management and auditing and (3) improving the
 
efficiency and effectiveness of the public sector (including the privatization

of some government services). Judicial reform will be the other area of
 
emphasis of the conditionality for the 1991 program. USAID/El Salvador
 
already has, or will 
soon have, technical assistance interventions to assist
 
the GOES in each of these areas. The Balance of Payments Support Program will
 
add critical policy leverage to support these efforts by establishing

performance benchmarks against which the BOPS disbursements will be made.
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II.BACKGROUND
 

1. The GOES Economic Adjustment Program
 

Mhen President Cristiani took office in June 1989, his government was
determined to firmly iddress the causes of the stagnation that plagued the
Salvadoran economy since 1983 and contributed to deteriorating living
standards for mpny poor Salvadorans. 
 The free market economic philosophy of
the Cristiani administration was significantly different from the previous
Duarte administration. 
 The Cristiani government has much greater confidence
that the private sector, under more liberal market conditions, can stimulate
improved conditions both on economic and social fronts, and that such
improvements would be dispersed throughout the country to benefit the majority

of Salvadorans.
 

In July 1989, the GOES initiated the most far reaching economic
adjustment program in the history of El 
Salvador. 
The set of measures chosen
to overcome the constraints to economic growth and tecovery went far beyond
what had been attempted by prior administrations. 
 The program was balanced in
the sense that it included the adjustments necessary to address the most
serious imbalances in the economy, while also including social programs
designed to mitigate the impact of these reforms on the poor.
 

The Removal of Restrictive Trade Practices. 
 The first task that
faced the GOES economic team was 
to attack the anti-export bias inherent in
the old policy regime. Accordingly, the administration implemented a sweeping
liberalization of the foreiGi 
trade market. 
 The reforms included the
substitution of a flexible exchange rate regime for the prevailing overvalued
fixed rate regime, the reduction of high nominal tariffs on imports, and the
elimination of numerous nontariff barriers (NTBs) to imports (e.g., quotas,
import prohibitions and prior deposits for foreign exchange permits). 
 These
measures were designed to increase the profitability of exports, thus
enhancing incentives to invest in the sector that holds the greatest promise
of higher growth rates for the Salvadoran economy.
 

The most noteworthy accomplishment was the adoption of a new exchange
rate regime. The GOES initially moved away from the fixed exchange rate,
progressively passing more foreign transactions to the free market, and by
June 1990, had adopted a fully flexible exchange rate system. The banking
sector now competes with the newly legalized foreign exchange houses ("casas
de cambio") in the foreign exchange market. 
 The Central Bank still
participates in the market, but the rate at which it buys and sells foreign
exchange is based on the free market rate. 
 Thus, the new regime is more
flexible and responsive to domestic and international economic conditions.
This has not only halted the growing overvaluation of the colon, but has
achieved an estimated 20% devaluation of the real exchange rate through 1990.
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To complement and reinforce the beneficial effects of the new
 
exchange rate system, the GOES moved quickly to reduce the distorting effects
 
of import tariffs and NTBs. The elimination of most nontariff barriers, the
 
reduction incoffee export taxes, the elimination of export taxes on sugar and
 
shrimp, and the adjustment of import tariff rates all supported the new
 
exchange rate regime. The Mission estimates that with the new 5-35% range of
 
nominal import tariff rates and the abolition of many NTBs, the average

effective rate of protection (i.e., the protection given to value added in the
 
production process) has fallen from 47% to 33%. These changes have not only

exposed domestic production to the healthy effects of international
 
competition, but have significantly reduced disincentives for investment in a.
 
wide range of profitable export activities.
 

Finally, the GOES successfully negotiated its accession to the GATT. By

agreeing to the terms and conditions of world free trade ingoods and
 
services, El Salvador has committed itself to maintain a trade regime free of
 
high tariffs and trade restrictions.
 

The Strengthening of Public Finances. The tax structure underwent
 
modest reform in 1989. The administration's economic team realized that by

streamlining the tax rate structure and eliminating exonerations to indirect
 
taxes, the efficiency of the tax system could be improved, and the stage set
 
for greater tax collections in the near term. Overall, the goal of the
 
reforms was to improve fiscal performance through revenue improvement, since
 
there is limited scope for expenditure reduction inthe near term. Investment
 
expenditures are already at very low levels and the continued need to finance
 
the war and to provide necessary public services limited the possibility of
 
reductions in current expenditures.
 

Accordingly, late in 1989, the Legislative Assembly passed a
 
comprehensive package of tax reform measures focusing on the stamp tax, the
 
income tax, the wealth tax, and several excise taxes. The stamp tax was
 
greatly simplified; a uniform rate of 5%was levied, and most exemptions were
 
eliminated. The income tax for individuals and corporations was modified.
 
For individuals, the top marginal rate was lowered from 60% to 50%, and the
 
number of tax brackets was reduced from 24 to 7. For corporations, the top

marginal rate was lowered from 35% to 30%, and the number of brackets was
 
lowered from five to three. Furthermore, corporate income tax payments are
 
now based on estimates of current rather than on previous year revenues. The
 
maximum rate for the wealth tax was also reduced, from 2.5% to 2%. The wealth
 
tax exemption for individuals was raised from 150,000 colones to 300,000

colones,* and for corporations from 300,000 colones to 500,000 colones.
 
Several excise taxes, (such as on public shows, distribution of films and
 
matches), whose yields were low relative to the costs of administration were
 
eliminated. Finally, export taxes on coffee were reduced and those on sugar

and shrimp were abolished.
 

* 8 colones/U.S.$ as of 4/91. 



-- 

-- 

-- 

-4-


Financial Sector Strengthening. 
 The GOES also implemented several
measures to improve the policy, legal, and institutional framework of the
financial sector. 
 Interest rates--both on deposits and loans in the banking
system--were raised to positive real 
levels in order to stimulate financial
savings, improve profitability In the banking system, and allocate credit in
more rational manner. In a
a separate measure, an audit of the nine commercial
banks was conducted to determine the extent of nonperforming assets. 
 As a
result of this and other analyses, four of the nine commercial banks were
intervened. 
 The GOES then secured passage in November 1990 of three key
pieces of legislation needed to implement reform measures 
- the Portfolio
Clean-Up and Strengthening of the Commercial Banks and Savings and Loan
Associations Law, the Commercial Banks and Savings and Loan Associations
Privatization Law, and the Financial System Superintendency Law. 
These laws
provide the basis for a private financial system and strengthened supervision
and regulation. 
 In December 1990, the GOES presented Action Plans to USAID/El
Salvador which outline their plans for further Financial Sector Reform and
Strengthening of the Financial System Superintendency. The Action Plans were
approved and will 
be the basis for USAID assistance to the GOES for financial
 sector reform in 1991-92.
 

Reduction of State Intervention in the Economy. 
 The administration
swept away a host of price controls and monopolies that posed serious
constraints to increased investment in the productive sectors of the

Salvadoran economy.
 

-- Price controls were removed for 230 items. Only a few essential
items remain under price controls: wheat flour, edible oil, 
refined petroleum
products, sugar, cement and public services su,:h a: electricity, water and
port charges.
 

-- The operations of IRA, the GOES basic grains marketing board,
ceased in late 1989, and a system of price bands for corn 
linking domestic to
world prices was Introduced to maintain producer and consumer price stability

for corn.
 

The GOES completed titling of most of the agrarian reform
properties and introduced long sought after beneficiary rights legislation
into the Legislative Assembly. 
Secure title increases farmers' propensity to
make production and conservation investments in the land. 
 The beneficiary
rights legislation, when passed, will grant Phase I land reform beneficiaries
freedom to choose their own 
land tenure arrangements, and permit them to
re-organize factors of production.

create a 

The GOES and USAID have also agreed to
mechanism to finance the voluntary transfer of land to small farmers.
 

A study of GOES petroleum policies 
was conducted and the
recommendations of this study were acted upon early in 1990. 
 As a result, the
importation of crude petroleum was removed from CEL, the state-owned
electricity company, and privatized.
 

Finally, legislation permitting private competition in the
marketing of coffee was passed by the Legislative Assembly.
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Ensuring Price Stability. 
The GOES has begun to implement measures
 
to close the fiscal and BOP deficits and has implemented strict monetary

programming to control Inflation and to enforce stability in domestic

financial markets during this period of adjustment. For :ts part, the USG has
provided resources to offset the deficits in the balance of payments and in
 
the fiscal accounts.
 

2. 
Response of the Salvadoran Economy to the Adjustment Program
 

Just as the Salvadoran economy began to adjust to the 1989 reform
 
measures, itwas buffeted by the fall 
in coffee export receipts and by the
November 1989 FMLN offensive --
 the largest in the history of the war. The

deficit of the Central Government, excluding grants, rose from 3.1% 
in 1988 to
4.9% in 1989 (Statistical Appendix C.2.c) due to the decline in coffee
 
exports, increased outlays to meet increased public sector wages (pushed

through the Legislative Assembly by the previous administration), and the
impact of the aforementioned offensive. Furthermore, the trade deficit

worsened in 1989 under the weight of the contraction in coffee exports and the

increase in imports because of trade liberalization.
 

As a consequence of worse than expected performance in the fiscal and

trade accounts, the Salvadoran economy weakened. GDP growth for 1989 was 1.1%
(as compared to 1.6% in 1988, Statistical Appendix A.l.a), as much of the
economic activity generated by mid-year was 
lost through the disruption of
commercial and manufacturing activity during the offensive. 
Although the GOES
met its annual inflation target, inflationary trends were clearly on the rise
by year end. 
Measured on a December to December basis, inflation was 23.5% at

the end of 1989 (Statistical Appendix B.1).
 

The GOES successfully weathered these setbacks, and by mid-year 1990
 
began to reap the beneficial effects of the economic reforms. 
 With the
exception of the offensive-induced loss of monetary control 
at year end 1989,

the GOES exercised sound economic management throughout the crisis. The
deterioration in the external and fiscal 
sectors were contained through

further liberalization of the exchange rate regime and sound management of
 
money and credit. 
More than anything else, these actions preserved the
 
beneficial effects of the adjustment measures taken in 1989.
 

Balance of Payments. The reforms in the foreign trade sector, along

with a Paris Club rescheduling of bilateral debt made possible by lender

confidence in the reform program, significantly strengthened the balance of
 
payments in 1990.
 

-
The current account deficit in the balance of payments fell
 
from the equivalent of 9.5% of GDP in 1989 to 6.6% of GDP in 1990 (Statistical

Appendix E.1). A major improvement in the service account (drawback exports
rose almost 50%), a 17% increase inmerchandise exports, and a 46% increase in
recorded remittances from Salvadoran living abroad were key factors in the
 
decline.
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-
The merchandise trade deficit did not change significantly
between 1989 and 1990. 
 The $101 
million growth in imports (a 9% increase) in
1990 -- reflecting higher real growth in the economy 
-- was almost offset by
a 
$82 million improvement inexports (Statistical Appendix E.2-3). 
 It is
worth noting that nontraditional exports to extra-regional markets surged 33%
in 1990.
 

- A dramatic improvement was registered inthe capital account
as net private capital inflows (including errors and omissions), increased
from a negative $16 million in 1989 to a
positive $161 million in 1990.
combined with a This,
$36 million net inflow recorded in the official and financial
sector accounts, pushed the capital account balance to $196 million, a 
major
gain from $86 million in 1989 (Statistical Appendix E.1).
 
Overall, with the improvement in the current and capital accounts, the balanceof payments registered a surplus of nearly $60 million during 1990 -- a marked
improvement compared to the deficit of almost $100 million in 1989.
 

The Fiscal Sector. The GOES achieved its program targets inthe
fiscal sector. 
 Before grants, the deficit of the consolidated nonfinancial
public sector (consisting of the Central Government and the rest of the public
sector) declined to 3.6% 
of GDP from 5.8% in 1989 (Statistical Appendix
C.1-3). Led by a 32% 
Increase inCentral Government tax collections, total
public sector revenues showed a 
gain to the equivalent of 11.0% of GDP in 1990
from 10.8% in1989. 
 Although this represents a relatively small real
Increase, itdoes reverse the trend of prior years when public revenues fell
froi 
16.8% of GDP in 1986 by the equivalent of two percentage points of GDP
each year through 1989. However, the strong fiscal effort in 1990 was
expenditure control. in
While total public sector expenditures rose 11.6% in
nominal terms, as a percent of GDP they dropped from 16.6% in 1989 to 14.5% in
1990. 
Mirroring financial developments in the entire fiscal sector, deficit
of the Central Government was reduced from 4.9% of GDP in 1989 to 3.5% in
1990, under the program target of 3.6%.
 
Even though the GOES met its revenue targets for 1990, it isapparent
that a
more extensive effort to improve the machinery of collections and
further movement towards a 
more efficient and equitable tax system is needed.
Expenditure restraint enabled the GOES to narrow the fiscal deficit, but this
cannot be continued year after year. 
Public sector investment is already at
very low levels and must be increased to support higher real growth rates in
the private sector.
 

MoneySuply. The performance of the money supply was one of the most
noteworthy developments in 1990 (Statistical Appendix D.1-5).
stability and higher real Exchange rate
rates of interest on deposits in the banking system
have led to an increase in the demand for money, i.e, the willingness of the
nonbank public to hold monetary assets inthe domestic financial instruments.
The desire of the public to hold more colones (and not trade them for dollars
or speculative assets) has given the monetary authorities more flexibility
over monetary programming and taken the pressure off the balance of payments
 



-7

and inflation. Overall net domestic credit growth in 1990 was 7.7%; growth in
 
credit to the public sector was almost nil and credit to the private sector
 
grew by about 11%. Banking sector liabilities to the private sector, however,
 
surged by nearly 29%. 
 The consequence of these financial developments was
 
overall broad money growth of 28%.
 

Summary. Sound economic management in 1990 allowed the Salvadoran
 
economy to respond favorably to the stabilization and adjustment measures
 
initiated in 1989. Improved performance in the balance of payments and in the
 
fiscal and monetary sectors led to real GDP growth of 3.4% (Statistical

Appendix A.1-4), the largest increase recorded since 1978. This was
 
considerably above the 2-3% target and up sharply from the 1.1% 
real growth in.
 
1989.
 

The best performance in 1990 was registered in the agricultural

sector. The devaluation of the real exchange rate, the removal of price

controls, and the abolition of state trading in coffee and sugar sharply

boosted price incentives and increased plantings throughout the agricultural
 
sector. Preliminary figures indicate a 7.4% real growth rate for GDP
 
originiting in the agricultural sector in 1990. Benefit-ting from the improved

policy regime and favorable weather conditions, almost all agricultural

categori.es registered impressive gains. 
 Record harvests were achieved for
 
both corn 
and beans, the two most important staples for domestic consumption

and an important source of income for small farmers. With both improved

yields and greater areas under cultivation, bean production rose more than
 
30%, sorghum 11%, and the corn harvest, while only showing 2.4% growth,

bettered its earlier record. 
Coffee output is estimated to have increased by

about 19% in calendar year 1990. This, however, is the result primarily a
 
strong 1989/90 harvest which showed an almost 80% increase over the previous
 
crop year. The 1990/91 coffee crop is expected to show a 15-20% drop due to
 
irregular rains and heavier than normal winds during November and December.
 

Real growth in manufacturing was somewhat slower, at 3%. The reforms
 
in the trade and exchange regime hit hard at import substitution industries.
 
Construction activity also continued to be depressed. 
Slow implementation of
 
the public sector investment program and reduced demand for private sector
 
housing construction led to a 13% fall in real GDP originating in the
 
construction sector.
 

Strict adherence to the monetary program was instrumental in bringing

inflationary pressures under control in 1990 (Statistical Appendix B.1-7).

Without the sudden jump in petroleum prices after the start of the Persian
 
Gulf crisis, inflation would have been about 15-16%, well within the 15-18%
 
target range for the year (on an end-of-period basis). Even with the shock of
 
higher oil prices in the last quarter of 1990, the inflation rate for 1990,

19.3%, was only one percentage point above the hIgh end of the target range

and much lower than the 23.5% rate for 1989. This success in battling

inflation eased the shock of the adjustment program on the Salvadoran people.
 

http:categori.es
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Also contributing to a lower inflation rate were slower increases in
food prices. The bumper 1990 harvest inbasic grains helped keep the food
component of the CPI below a 13% annual rate for the last half of 1990.
was a major improvement compared to the 25% annual 
This
 

rate recorded during the
first half of 1990 and the 32% annual rate during the last half of 1989.
 

3. The 1991 Economic Adjustment Program
 
The GOES has made itvery clear that it isnot content to rest on its
successes in1989-1990. 
 Although significant progress has been made, further
efforts are needed to ensure tii 
 reforms are sustainable, and that there isno
backward slippage. The adjustment effort must continue until the Salvadoran
economy has achieved self-sustaining, noninflationary growth. 
The GOES now
has much more external support for its economic program. 
With the support of
these external donors, the GOES isnow constructing a more ambitious economic
program for 1991 and beyond.
 

The first 
 tive of the program is to achieve hher rowth and
lower inflation in 1991. Supprted by the IMF upper tranche Standby
Arrangement, the GOES will attempt to further reduce inflation to the 10-14%
range and to strengthen the balance of payments 
so as
conditions for real GDP growth of 3%or higher in 1991. 
to create favorable
 

To achieve these two
objectives, the GOES (.s targeted:
 
A reduction inthe overall deficit of the non-financial public sector
to a level 
that can be supported by external grants and concessional
loans from bilateral and multilateral creditors, without recourse to
additional financing from the banking system. 
Based on projected
foreign assistance to the GOES, net banking system credit to the
public sector is programmed to be reduced by 5% in 1991. 
 The
deficit, excluding grants, will be reduced from 3.6% of GDP in 1990
to 2.6% of GDP in 1991. Given the 1991 expenditure target of 15.3%
of GDP, achievement of this objective will require an 
increase in
revenue collections to 12.6% of GDP in 1991 compared to 11.0% in 1990.
 
The continuation of a
monetary program designed to contain pressures
on domestic prices and the balance of payments while simultaneously
permitting growth targets to be achieved. 
As such, domestic credit
expansion will be limited to 6% growth during 1991. 
 With net banking
system credit to the public sector programmed to be substantially
reduced during 1991 
(see above), suffiient credit should be
available for private sector production, commerce and investment.
Consistent with growth and inflation targets and balance of payments
projections, the broad money supply isprogrammed to grow 14% 
in1991.
 
A narrowing of the current account deficit of the balance of payments
(before grants) from the equivalent of 6.6% of GDP in 1990 to the
equivalent of 5.5% of GDP in 1991. 
 This target envisages a 15%
increase inexports combined with 5% growth in imports. 
 Private
remittances are projected to grow by-9%.
 



--------------------------------------------------------

--------------------------------------------------------

--------------------------------------------------------

-9-


An increase in the net international reserve position of the Central
 
Reserve Bank of $13 million. This is consistent with a programmed

increase in gross reserves 
to a level equal to 4.8 months of imports,

close to El Salvador's near term goal of five months of imports.
 

The achievement of these targets will contribute to the ability of
 
the GOES to sustain noninflationary growth in the long run, thereby raising

the real per capita incomes of the Salvadoran people and laying the basis for
 
sustained social and economic development.
 

TABLE 1
 
1991 MACROECONOMIC TARGETS
 

GOVERNMENT OF EL SALVADOR ECONOMIC PROGRAM
 

1991
 
Program


Performance Indicators 
 1990 Target


Real GDP Growth Rate 
 3.4 3
 
in Percent
 

Inflation -- Percent
 
Change in CPI

Year-end basis 
 19.3 10-14
 

Fiscal deficit As
 
Percent of GDP
 

Central Government 3.5 2.5
 
Consolidated Nonfinancial
 
Public Sector 
 3.6 2.6
 

Current Account Deficit 
 6.6 5.5
 
in Balance of Payments
 
as Percent of GDP
 

Increase in Net
 
International Reserves
 
of the Central Bank
in millions of dollars 
 117 13
 

Growth in Broad Money
 
Supply-Percent change
 
over previous year 28 
 14
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The second broad objective in 1991 is 
to continue and extend the
structural adjustments begun in 1989. 
 The GOES is now outlining a further two
year program of comprehensive structural reform. 
Many of these actions have
already been the focus of USG-GOES negotiations and USAID financed technical
assistance. 
 The program includes:
 

GOES will 
--

maintain the unified and flexible exchange rate regim 


Continued Liberalization of the Exchange and Trade Regimes. 
 The
 
under which
the nominal exchange rate will automatically adjust as domestic and world
conditions change. 
 The range of nominal import tariffs will be further
compressed to 5-30% in 1991 with the goal of 10-20% by 1993. 
 The remaining
nontariff barr'ers, such as 
import authorizations for certain categories of
food imports, will be abolished.
 

-- Strengthening of Public Sector Finances. Following the
adjustment and rationalization of tax rates 
in 1989, the GOES will 
initiate in
1991 
a multi-year program to improve the administration of tax policy and tax
collections. 
 A strategy to strengthen budgeting, treasury operations,
financial management, accounting and the Court of Accounts will 
be developed
in 1991 with a program of activities to begin later in the year or in 1992.
 

Financial Sector Strengthening. 
 Following on the adjustment of
Interest rates 
in 1989, the GOES has agreed with the World Bank to implement a
flexible interest rate regime in which the loan and deposit rates will adjust
to market conditions in 1991. 
 Now that the legal basis for a private
financial system has been established, the GOES will 
initiate a program to
restructure the portfolios of problem banks and S&Ls, divest itself of
ownership in these institutions, and develop a strong and independent
financial system supervisory and regulatory body.
 

Further Removal of Distortions in the Productive Sectors.
1991, 
--

Inthe system of price bands will be extended from corn to include rice and
possibly sorghum. 
 The GOES will also continue its prograr,i to privatize the
assets of INAZUCAR and INCAFE, the state trading boards for sugar and coffee,
and IRA, the now defunct state agency for basic grains.
 

Passage of the Beneficiary Rights Legislation. The GOES will
obtain passage of legislation that was 
introduced to the Legislative Assembly
as part of the 1990 program.
 

4. 
Other Donor Efforts
 

The increased participation of external donors will broaden support
for economic stabilization and adjustment in El 
Salvador. USG policy
dialogue, reinforced by technical assistance and the ESF cash transfer
program, was instrumental 
to the GOES in their extensive reform efforts in
1989-90. Other donors wilI 
 now build upon the earlier successes and support
the GOES in the continuation of their program in 1991-92.
will continue into 1991, The IMF program
with a possible follow-on program in 1992. 
 The World
Bank recently approved a Structural Adjustment Loan for 1991-93. 
The IDB is
planning major sector lending. 
 A World Bank-sponsored Consultative Group will
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convene inMay 1991 which will hopefully lead other bilateral donors to assist

El Salvador.
 

III. PROGRAM DESCRIPTION
 

1. Introduction
 

The success achieved by the GOES inmacroeconomic reform and the
significantly increased participation of other donors in support of economic
adjustment in El Salvador has led the Mission to expand the focus of
conditionality under the BOPS program. 
The GOES has implemented a
comprehensive program of economic adjustment, and the Salvadoran economy is
responding favorably. Furthermore, the IMF, World Bank, and IDB are

supporting a continuation of economic adjustment in El 
Salvador. These
 successes 
ineconomic reform now make it possible to broaden the
conditionality under the BOPS program and apply our policy leverage to achieve
other objectives crucial 
to USG interests in El Salvador. Two of these
objectives --
improving public sector efficiency and promoting judicial reform
are the most important for they are instrumental to achieving sustainable

economic and social development in El Salvador.
 

2. USG Goals
 

As stated in the Mission's FY 1990-FY 1994 Country Development
Strategy Statement (CDSS), the goals of the USG's economic assistance program
to El Salvador are to: 
 (1) promote economic and social stabilization and
economic growth; (2)facilitate broad participation throughout the society in
the benefits of growth; and (3)enhance the maturation of incipient democratic
institutions and processes and create a political environment conducive to
growth with equity. 
These USAID goals are consistent with the new LAC Bureau

Objectives of broad-based sustainable economic growth, support for the
evolution of stable, democratic societies, and responses to needs for
international cooperation in addressing specific challenges.
 

It has become increasingly apparent that achieving USG goals are
contingent upon improved public sector efficiency and progress in judicial
reform. 
 As mentioned above, many of the previous constraints to improved
economic performance and broad based economic growth have been successfully
addressed by the GOES. However, in spite of GOES efforts in 
tax reform and
expenditure restraint, the efficiency of the public sector remains a problem.
The government is inefficient in that it does not capture sufficient resources
to finance its operations, nor does it consistently use the 
resources

allocated to it in a rational 
manner. 
The structure of government
administration isobsolete; many ministries are overstaffed in 
some areas and
understaffed in others. 
Many government services could be privatized.
Internal budgeting and accounting systems track public funds are slow and
practically useless for management decisions. 
 The Court of Accounts is

engaged in an inefficient pre-audit role. 
 Unless these problems are
addressed, it will become progressively more difficult for the government to
respond to a growing and developing economy, and a continuing fiscal deficit
will continue to frustrate the monetary authorities in their quest to keep the
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economy on a stable growth path. 
 Without a long-term commitment to improve
public sector efficiency, high rates of noninflationary growth will be an
elusive goal, and economic and social development in El Salvador will be

conhvained.
 

Judicial reform isa

society. 

sine qua non for a stable, equitable, democratic
The heretofore absence of significant success inaddressing the
problems of the judiciary contributed to the inability of the country to bring
an end to the eleven year civil 
war. 
 Moreover, governance could ultimately
affect the success of the adjustment program. For example, tax, tariff, and
customs reforms could be undermined by inept or corrupt public officials. 
In
addition, the rule of law and the effective administration of justice provide
the populace with access to acceptable non-violent channels for conflict
resolution. 
 Without this, there is little respect for contract and property
rights, an essential feature of a
market based economy. Inaddition, a more
sound and equitable judicial system will bring legitimacy to the Salvadoran
government inthe eyes of other donors, particularly bilateral ones.
 

Given the Mission's interest inthe success of the economic program
and the continuation of other donor support for said program, the 1991 Balance
of Payments Support program will continue to support the GOES adjustment
program. 
However, the conditionality will be broadened inkeeping with USG
priorities. The agenda for 1991 will 
build a base for a long-term program of
interventions to address public sector inefficiency and weaknesses in the
judicial sector. 
 The nature of these problems, however, precludes a 
near term
solution. Nevertheless, the Mission will begin the process and focus the
efforts of the GOES on these problems. As opportunities to improve government
efficiency and judicial reform appear, the Mission will design appropriate
Interventions to deal with them. 
While there are arguably a number of other
areas that could be suggested for inclusion in the policy dialogue agenda for
1991, public sector efficiency and judicial reform were selected because they
permeate all the USG's efforts in El 
Salvador and have an'impact on the
long-term success of the strictural adjustment and reform process.
 

3. Rationale for Continued USG BOP Support
 

Although the need for USG BOP assistance has declined in 
recent
years, without assistance in1991, 
the GOES economic program could fail, and
there could be slippages on the gains made in 1990.
contemplated for cash transfer assistance in 1991 
The $90 million
 

represents about 7% of the
import level, and 30% of the current account deficit projected for the balance
of payments in1991. 
 Under the existing flexible exchange rate regime, the
absence of these resources would immediately put pressure on the exchange
rate. 
If the monetary authorities did not quickly respond to this situation,
the nominal exchange rate could devalue by at least 15% and domestic inflation
could be at least five percentage points above the GOES target for 1991.
course, the monetary authorities would respond. 
Of
 

The BCR would, in all
likelihood, do as 
It has done under similar circumstances inrecent years.
The target for domestic credit would be revised downward by as much as 
10%, as
the BCR attempted to compensate for the reduced external 
resources by reducing
domestic demand. 
 In the final analysis, itmakes little difference whether
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the monetary authorities react passively or aggressively; without significant
USG assistance, the Salvadoran economy would not be able to achieve its
targets under the IMF sponsored stabilization program.
 

These arguments for continued USG balance of payments support are
valid inspite of the increase in net international reserves that occurred in
1990 and those planned for 1991. 
 This reserve position isa very important
feature of the IMF/GOES monetary program and is designed to give the GOES an
important cushion as the Saivadoran economy passes through subsequent phases
of adjustment in 1991 and beyond. 
During the discussions among the GOES, IMF
and USAID that preceded the design of the monetary program, it was agreed that
it would be prudent to give the GOES a
margin of international reserves so
that the monetary authorities could better manage the exchange rate regime
during the adjustment shocks that will likely occur. 
 For example, further
tariff adjustments scheduled for 1991 and the privatization of the commercial
banks will have immediate an impact on import levels and on the capital
account of the balance of payments. In order to dampen the shock of these
events on the exchange rate, the monetary authorities should have at their
disposal a 
reserve position equal to some five months of imports. Such a
reserve will also prove to be useful as 
the Salvadoran economy experiences
sustained annual real growth of 3% and higher.
 

For the Salvadoran people, the absence of USG balance of payments
support would mean that their hopes for higher incomes and improved quality of
life would be frustrated. Without this support, there would be lower imports
of fuel, raw materials and intermediate goods critical to private sector
activity and for the generation of jobs and incomes. Without these inputs,
the growing response of agriculture and industry to the improved policy
environment would be choked off. 
 Consequently, the ability of the Salvadoran
 economy to absorb more people from the low wage informal sector to more

productive employment would be frustrated.
 

Less balance of payments assistance would also reduce the local
currency resources that the GOES applies to key social programs that help
cushion the impact of the adjustment program on the most needy. 
The civil
war, earthquake reconstruction and economic adjustment have put added demands
 on the capital budget. The GOES contributes counterpart funding to the
portfolio of AID and other donor projects inareas such as the displaced
persons, health, education and rural development. Resources are also needed
for the ongoing repairs and reconstruction of war-related damage to roads,
power and communications. Lastly, ifthe war comes to a 
end, the GOES will
require the flexibility to respond quickly to high priority needs in areas
such as municipal development that will allow the administration to achieve

its goals inthe social arena and promote democratic reform.
 

Lastly, balance of payments support helps forge a lasting partnership
between U.S. exporters and Salvadoran industry. USG assistance will play a
large part inthe creation of a stable economic environment inwhich U.S.
exporters can participate in Salvadoran growth and recovery. 
For Salvadoran
importers, the partnership will give them access to the goods and technology

that will be important to the long term development of their economy.
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4. Constraints to Public Sector Efficiency
 

There are numerous obstacles facing the GOES in its quest to improve
public sector efficiency and overhaul the judiciary. Constraints to public
sector efficiency lie indistinct areas: 
inadequate tax policy and tax
administration, lack of integrated financial management and auditing and an
inefficient structure of of public sector wages and employment.
 

Tax Policy and Administration. 
 The GOES cannot now capture
sufficient resources to meet its expenditure demands. The administration of
direct and indirect taxes and customs revenue must be strengthened. This will
require staff training inall 
areas of tax administration, the automation of
tax and customs procedures, an accurate and manageable registry of taxpayers
and a 
corps of skilled auditors. 
 With USAID support, the GOES has prepared a
comprehensive strategy (Program of Modernization and Improvement of Fiscal
Administration to be henceforth referred to as the PMM) to address the
formulation of tax policy and the administration of customs, indirect taxes
and direct taxes. The strategy was approved, and the GOES has now begun to
contract for the long-term technical assistance required to implement the
multi-year PMM. 
 While the lengthy procurement process unfolds, the GOES has
obtained several packages of short-term technical assistance inorder to
resolve several 
immediate problems in the area tax administration.
 

Integrated Financial Management and Auditing 
 Financial
administration must be improved inorder to efficiently plan and account for
government expenditures. To accomplish this, the GOES requires 
a uniform
system of integrated financial management and auditing that includes:
 

--a budget process converting programs into financial
requirements and assigning resources to these requirements ina prioritized
 
manner;
 

--a treasury function that includes cash flow and debt
 
management;
 

an accounting function providing the financial information for
planning and statistics and
 

--a 
Court of Accounts performing independent post-audits of
governmental organizations, programs, activities and functions. 
As such,
pre-control would be performed at individual organizational levels with proper
internal controls in place to safeguard the assets and prevent fraud, waste

and mismanagement.
 

A 1986 study contracted by USAID examined GOES financial management. It found
that the laws governing budget, treasury, accounting and auditing operations
were obsolete and badly in need of revision. Furthermore, itdiscovered that:
 

--the budgeting process has 
no single head and isdifused
throughout the government;
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--treasury operations cover only a 
part of the public sector;
 

the accounting system does not record information classified
according to the organizational units of the GOES and
 

the Court of Accounts possessed a legal and administrative
apparatus that was obsolete and overstaffed. Currently, it performs pre-audit
on all public sector institutions. The Salvadoran public sector has grown so
much that the exercise of a centralized pre-control function now poses a
significant bottleneck to the GOES financial control systems.
 

InApril-May 1991, the GOES and USAID/El 
Salvador will develop a strategy for
a program of activities to address the problems raised by the 1986 study.
program of activities should begin late in 1991 or.in 1992. 
The
 

The Structure of Public Sector Wages and Employment complements the
fiscal problem. Overstaffing, as well as inappropriate staffing, isa
prominent feature of public administration throughout the ministries of the
Central Government and the autonomous agencies. 
 For example, the Ministry of
Agriculture and its associated autonomous agencies currently have 12,000
employees; it isestimated that perhaps only 2,000 are 
really necessary. In
the Ministry of Health, the ratio of administrative to field personnel 
is
excessive. Bloated bureaucracies must be trimmed and human resources shifted
to those areas where government services are critical. 
 Several autonomous
agencies could be liquidated or privatized. Furthermore, the salary structure
of the government isantiquated and does not provide adequate remuneration for
critical skill levels. 
 The GOES, with USAID-financed technical assistance, is
planning a comprehensive review of employment and salary levels throughout the
Central Government and the autonomous agencies. 
 Based on this review, the
GOES should implement adjustments in salary scales and employment levels along

with the necessary plans for separation payments.
 

5. Constraints to the Reform of the Judiciary
 

In the early 1980s, the limitations of the Salvadoran judiciary
became apparent with the inability of the Salvadoran justice system to
successfully resolve several internationally publicized crimes.
weaknesses in the system were extensive. 
The
 

At every level the officials
involved -- prosecutors, justices of the peace, judges, police investigators
were poorly paid and poorly trained. As was true of other government
sectors suffering through years of economic crisis, resources were severely
limited, and the scarcity of basic materials and equipment would have crippled
even a 
system that was otherwise problem-free. Justices of the peace and
judges did not have even copies of the basic laws, or sufficient paper to
carry out their work. 
Laws were antiquated and contradictory. The criminal
justice system, established inmore tranquil years, was overwhelmed by the
growing flood of crimes arising from a society racked by years of war and
economic crisis, and marked by a rapidly growing population. Less tangible,
but even more detrimental to the credibility of a system of justice, was the
influence and intimidation exerted by powerful interest groups, a reflexion of
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an historically polarized and stratified society. 
The structure of the
Judicial branch itself 
 the method of selecting judges and their terms of
office --
reflected a politicization of the system that made impartial justice
a remote possibility.
 

The Judicial Reform Project (519-0296) which began in 1984 was
organized around three areas defined by Congressional earmarks: "promotion of
the creation of judicial investigative capabilities, protection of key
participants inpending judicial cases, and modernization of penal codes."
fourth component was added to the project to address the need to improve the
A
 

overall administrative capability of the court system.
 

Component I of the project created the National Legislative Revisory
Commission (CORELESAL) to modernize the penal codes. 
 The Commission was
composed of representatives of all official sectors related to the justice
system. 

was 

The purpose in creating the Commission with diverse representation
to guarantee a thorough airing of proposals by the groups most affected by
potential changes; to try to reach concensus among these groups before
introducing the legislation inthe Assembly; and to promote an apolitical
approach to changing the judicial system, an element considered crucial for
achieving real results. 
 Inaddition to addressing the penal codes, CORELESAL
was assigned the task of providing the legal basis otherwise needed to
restructure the judicial system and improve its functioning.Component IIof
the project created a Judicial Protection Unit (JPU) within the Ministry of
Justice to address the problem of intimidation recognized in the Congressional

earmarks.
 

Component III 
was designed to address the inadequate investigative
capabilities in El Salvador. 
 Besides often spelling failure during the
investigative stage of cases, the lack of investigative capability also led to
excessive reliance on confessions by police and courts 
-- a characteristic of
the Salvadoran judicial system which in turn often led to human rights
abuses. 
 In order to professionalize the investigative process and reduce the
number of human rights abuses, the Commission for Investigations was created,
under civilian control.
 

Component IV,Court f ,ninlstration and Training, was designed to
address the overall deficiency in training, resources, and organization of the
court system. Specific problems were defined by a 
study of the courts carried
out jointly by CORELESAL and ILANUD.
 

In addition to the dollar-funded activities financed under the
project, a 
number of activities were financed with counterpart funds. 
 The
Public Defender's Office, which had been financed by AID in the early 1980's
and had closed when external support ended, reopened its doors in 1986.
Support was given to the Attorney General's Office to allow itto establish a
Human Rights Division and to strengthen its overall operations. Local
currency support permitted the Supreme Court to establish an administrative
division, to provide additional resources 
to the judges, to establish a
printing office, to improve the physical facilities of some of the courts, and
to open new courts.
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The Judicial Reform Project did not address all of the problems

surrounding the failure of the administration of justice in El Salvador.

Realistically, it could not have done so given the magnitude and complexity of

the problems. Futhermore, regardless of how necessary the changes are, it is

difficult for a society to break with long traditions and seek a bold

reorganization of its legal structure inthe midst of war and economic crisis,

especially when many of the problems the system is confronting are related to

the war. Additionally, differences with the Supreme Court over advancement of

key cases and policy matters have resulted in the suspension of activities
 
with the Court twice during the life of the project, thus delaying

implementation. Within these limitations, the judicial reform activities have

achieved some measure of success, but much remains to be done.
 

All the justices of.the peace received training from ILANUD two years

ina row in the basics of their jobs. For most, this was 
the only training

they had ever received. The Court began printing the annual Judicial Gazette,

containing jurisprudence and Supreme Court decisions, for the first time in
 
ten years. The Court also printed an updated version of the most basic laws

and distributed it to all the judges and justices of the peace, many of whom
had no legal references books available to them prior to that time. 
 The San

Salvador courts increased their hours to full-time, and the Attorney General's
 
Office followed suit. Several 
new courts opened to accommodate growing

populations. The Court's budget doubled within a
few years, and it began

other programs to improve the court system, including establishing a system of
 
roving judges to clean up long-pending case backlogs.
 

The Public Defender's Office has increased its staff of attorneys to

103. It has served nearly 8000 people, resulting inthe release of 2000 from

prison. In a country where the majority of the people do not have the
 
economic resources to hire an attorney, access to legal counsel alone isa
major step forward inproviding equal justice. Furthermore, changes in the

legislation begun by CORELESAL have required that legal 
counsel be provided to
 
defendants at an earlier stage inthe judicial process and have

institutionalized the public defender's function. 
The SIU has gained

recognition as a highly trained, professional investigative unit, dedicated to

its work. 
The forensic lab has been recognized as equally professional and
 
competent. Neither of these capabilities existed in El Salvador five years

ago. Most importantly, the concept of using physical evidence instead of

relying solely on confessions has been planted and isbeginning to spread.
 

The JPU isperhaps the least successful of the elements of the

Judicial Reform Project. The JPU was disbanded after serving at two trials,

and this component has lain dormant since then. 
 The problem of intimidation
 
iscomplex and difficult to solve. Added to the difficulty isour reluctance
 
to create another armed force, of whatever potential good, ina country where
 
official armed groups abound and easily lead to abuse. 
 In the meantime,

protection services have been provided through private contractors on an
 
individual basis.
 

The final activity under the project, CORELESAL, has not been a

successful as anticipated. Although CORELESAL has drafted fifteen laws to
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date and nine of these have been enacted, a recent evaluation determined that
these laws have not had a 
serious impact on the criminal justice system inEl
Salvador. 
The reasons for this are numerous: 
 debate within CORELESAL is not
as vigorous as 
it should be, which isat least partially attributable to a
chilling effect which the members from the Supreme Court have on the others;
introduction of new ideas has been too limited, because few of the members
have any experience outside their own system and they have not availed
themselves sufficiently of external technical assistance; real changes,
including a restructuring of the court system itself, require amendments to
the Constitution, and CORELESAL did not see 
changes at that level as 
included
in its mandate, or did not think they were achievable; political opposition,
particularly from the Supreme Court, resulted in some of the CORELESAL
legislation being changed, and its effect reduced, after CORELESAL had
finished working on it.
 

Although we hoped for greater success with this component, itmay not
have been realistic to think that CORELESAL, or any other organization in El
Salvador, was easily going to address the most difficult issues involved in
judicial reform from the outset of the project. 
 The politicization of the
court system, which isat the root of much of the corruption and miscarriages
of justice, isobviously beneficial to many powerful groups and individuals.
Changes inthis system are going to occur only after a 
difficult struggle.
CORELESAL was given the freedom to create a "Salvadoran" solution to the
problems of the judicial system, with our financial and political support.
Given the sensitivity of the Salvadorans to having "foreign" reforms to the
system imposed on them, itwas an essential step inthe process.
Additionally, despite limited results, the past five years of the program have
served to help bring the need for judicial reform to the forefront. With the
results of the evaluation, we now have a 
firm basis on which to sit with the
Salvadoran Government to negotiate a 
clearer agenda for judicial reform, to
restructure the mechanism for establishing the legal basis for those reforms,
and to build on the momentum that has been generated.
 

Ithas also become clearer that real reforms will 
require attitudinal
changes. 
 A recent nationwide opinion survey of Salvadorans revealed that
although the majority believe their system of justice iscorrupt, inefficient,
and unfair, they do not see the judicial system as distinct in this regard,
but rather typical of Salvadoran government and the society ingeneral.
Obviously trying to change attitudes that shape the judicial system is going
to be a long-term affair when these attitudes and the problems manifested by
them are not unique to a small segment involved directly in the judicial
system, but rather reflect the society as a whole.
 

Given the experience gained over the past five years of project
implementation, it is an appropriate time to heighten the policy dialogue on
judicial reform. Four conditions are being included within the balance of
payments support program. 
The first requires a restructuring of CORELESAL and
establishment of a clear legislative reform agenda, to assure better progress
on this front. 
The second condition requires that the Government carry out a
public awareness 
campaign, to address the need for attitudinal change. 
 The
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third and fourth conditions require that specific steps be taken to address
the need to increase the independence of the judiciary, a
key issue within the
 
judicial reform program.
 

6. Conditionality
 

a. Overview
 

The conditionality for the 1991 Balance of Payments Support
program will consist of benchmarks related to: 
furthering macroeconomic policy
reform; public sector efficiency including areas of tax administration,
integrated financial management and auditing, public sector employment
(including privatization); and, judicial reform. 
The balance of payments
support will be disbursed in two equal tranches.on/about June 15, 1991 and
October 15, 1991. 
 This schedule isconsistent with the projections made by
the monetary authorities under the 1991 monetary program. 
The performance
benchmarks will 
be grouped around the two disbursement dates.
 

b. Macroeconomic Performance
 

The GOES iskeenly aware of our interest in the continuation of
the stabilization and adjustment program. 
It itwere to falter, or regress,
many of the Mission's interventions -- especially in privatization and export
development -- would suffer. Accordingly, our BOP program will support the
GOES commitment to pursue specific adjustment targets: a 
fiscal deficit
equivalent to 2.6% of GDP; 
a 
BOP current account deficit equivalent to 5.5% of
GDP and money and credit expansion consistent with real GDP growth of 3% and
inflation of between 10-14%. 
In June and October 1991, GOES economic
performance will be reviewed to determine ifprogress is consistent with the
 
targets set inthe GOES economic program.
 

c. Tax Policy and Administration
 

By June 1991, 
the Ministry of Finance will have initiated a
multi-year program to improve tax policy and the administration of taxes in El
Salvador. Consistent with this program, the GOES will complete the following

actions in 1991:
 

-- Elimination of most of the remaining exemptions to import
tariffs and the stamp tax; 

-- Elimination of official paper tax; and 

Specific measures to improve tax administration including,
inter alia, raising penalty interest rates to market rates, requiring tax
payments -"
time of filing, and reducing the period for banks to transfer tax
proceeds -illected to the Ministry of Finance from 45 to 3 working days.
 

By October, 1991, 
the GOES will have made further progress in
the reform of fiscal administration by simplifying the structure of the
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TABLE 2
 

II
 
I
 

1991 BALANCE OF PAYMENTS SUPPORT PROGRAM
 
mI
 

l 

JUNE 1991 I OCTOBER 1991
 
(First Disbursement) (Second Disbursement)
 

II
--------------------------------------------------------------------------- I 

Ill. Macroeconomic Program !Continue to implement GOES Economic Program. 
 IContinued satisfactory progress inachieving
 
IPerformance targets include: reduction of 
 :macroeconomic targets.
 

I, 
 !fiscal deficit to 2.61 of GOP, BOP
 
I,

,! 

!current account deficit of 5.51 of GDP, and
Imonetary targets consistent with 3%real GDP ......................................... -------

!growth and 10-141 inflation. I/ !Adjust CEL, ANDA, and CEPA rates to

U Ilevels consistent with program's fiscal targets..
 

112. Agrarian Reform !Obtain passage of Beneficiary Rights
 
11i !Legislation.
 

113a. Public Sector Efficiency: !Begin the implementation of comprehensive fiscal !Under this Action Plan, specific actions to be 
I Improve tax policy and !reform as laid out inthe action plan recently !completed by October are:
 ,, administration (P11). approved by GOES.
mm 

IConvert the current specific tax on alcoholic
!beverages to an ad-valorem basis. 

mm :Eliminate remaining exemptions to tariffs and 
ma !stamp taxes.'Eliminate official paper tax.
 
U !improve tax administration by raising penalty
 

linterest to market rates and requiring banks

U :to transfer tax proceeds to Treasury within
 
U 13 working days.
 

::3b. Public Sector Efficiency: !With the participation of the HOF and the Court oflCommittee approval of the 60ES strategy.
U Strengthen integrated !Accounts, establish a committee to !Atechnical group formed by the Committee to
 
a financial management and !review and evaluate the GOES strategy :begin drafting new legislation for GOES budgeting
 

auditing Ifor integrated financial management and auditing. !treasury, accounting and Court of Accounts.
 

I/These targets are subject to revision upon receipt of final draft of monetary targets.
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I, 


I.-------.-........---.......
-------------- ...

::k. Public Sector Efficiencyl 
1: lationalize public sector 
:, employment.,, 

,, 
IsI
 .. 


::4. Judicial Reform: 
:: Strengthen administration of 

1a justice inEl Salvador. 
:I 

1: 

4. 

,N 


- ----------------------- - - - - - - I- I-

BeIM9YIALANC OF PAYNENTS J IOT PA06RAN 	 a 

m 
------------.-------------

I KTO. 1911 	 to,
I JUNE I99 
I |First lisburseoiot) I (Second lisburseeentl sl 

o
 

Iresidential toissiOm establishtd for I
 
Iliquidation and privatizatil of state-owned I I:
 

lenterprisn, 	 II
l I 

IPrivatizatioa law drafted and presented to
 
,lqislative Assembly. I:
 

Priorities for privatization set by Comission. I 
I 	 iloplete inanalysis of public sector employmt V 

lend salary levels. Based on the anilysis, NI 

I Iprepare a plan for employment and slary N
 

N
hldjustients. 

-------------------------- .-------..--------	 - . 

IIhe GOES will initiate a program for the 

Imodernization of the Salvadoran judicial 
t 

Tke programmill consist of the I:systeh. 

I:follooing actions: 


Ihe new technical unit In NOI,wit internal and N 
II. Create a technical support unit within 

lesteroal technical assistance, will bave i' 
, the NW. 

Iprepared a legislative agenda, and havt adopted Ii 

SlIbroad operating procedures to permit public Is 

Idebate of proposed legislation. 

:2. Begin a public avareness campaign and open Continue public aareness campaing. .1 

public hearings to discuss a Judicial reform I V 

1 program to promote the efficient administration: 
I
I of justice. 

IThe WES will organize public hearingsa 

Ito discuss recommendations of the study.


13. ith technical assistance, carry out 

I study of selection process and terms of 	
N
 

I1 office of key positions of the Judicial 

1 Brnch. I
 

. . .
 
. . . . .
 

. . . . . . . .
 
. . . . .. .
. .
 

... ... 

. . . . .
 . . .. .
 . . .
..
.....
.. .. I . .
 

14. Submit legislation to the Legislative I: 
l
01 	

I Assembly sodifying the composition of the :
I 


I National Council for the Judiciary inorder V, 

I to broaden the representation of other 1 
I 

I interested groups in the selection of V 

I lit and 2%d Instance Judges. VI 
I - I - I -II - ---------------------------------- I I I I I III I ~ i I I -------	 1 
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alcohol and beverage tax including a conversion from specific to ad valorem
 
rates.
 

Discussion. These measures are an 
important follow-on to the
reforms taken late in 1989 and are consistent with the long-term objectives of
the GOES under the PMM. 
 The PMM will 
likely only have begun its activities by
mid-year 1991. 
 The above reforms, however, will result from short term
technical assistance packages which are currently being provided to the GOES.
 

d. Integrated Financial Management and Auditing
 

By June 1991, the Ministry of Finance and the Court of Accounts
shall form a committee to review and approve a GOES strategy for strengthening
the system of integrated financial management and auditing. 
This strategy
shall be based upon recommendations jointly prepared by USAID/GOES. 
By
October 31, 1991, the committee shall approve such a strategy and, in
addition, shall form a technical group to begin drafting appropriate
legislation to establish new budgeting, treasury, accounting and auditing

procedures in the GOES.
 

Discussion. 
As was discussed in section 111.4 above, USAID/El
Salvador with GOES participation will prepare recommendations for improving
the system of integrated financial management and auditing in the GOES. 
This
effort will take place in April-May 1991. The recommendations will 
be
presented inJune to a committee consisting of representatives of the Ministry
of Finance and the Court of Accounts for review and evaluation. One important
task facing the committee will be to evaluate those parts of the strategy that
call for revision of the laws governing budget, treasury, accounting and
auditing. In particular, the committee will 
consider the 1987 draft Organic
Law for the Court of Accounts prepared under USAID auspices. The committee
will determine the need to expand the scope of this proposed legislation to
cover other areas of integrated financial management and auditing. 
 By October
31, 1991 the committee shall complete its evaluation and propose a strategy
acceptable to USAID. 
 By October 31, 1991 the committee shall also form a
technical group to begin work on drafting revised legislation governing all
aspects of integrated financial management and auditing which will form the
legal basis to implement new procedures for GOES financial operations.
 

e. The Rationalization of Public Sector Employment
 

By June 1991, the GOES will 
have formed a Presidential
Commission to oversee the privatization of state-owned enterprises.
Additionally, under the supervision of the Commission, the GOES will 
have
drafted a privatization law and will have presented it 
to the Legislative
Assembly. Lastly, armed with its 
legal authorization, the GOES will have set
priorities for the liquidation and/or privatization of state-owned assets.
 

By October 1991, 
the GOES will complete a review and analysis of
Central Government wage and employment levels. 
 Based on this analysis, the
GOES will 
prepare and openly discuss a plan for employment and salary
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adjustments. The plan will 
include the magnitude and timing of the initial
round of employment adjustments, retirements and employee compensation; the
schedule and magnitude of adjustments to the public sector salary scale; and
the designation of specific departments of ministries or public agencies for
 more detailed analysis. As part of the in-depth analysis of specific

entities, the GOES will develop time-phased training plans to improve the
 
efficiency of the remaining workforce.
 

Discussion. Hith USAID-financed technical assistance, the Ministry
of Planning and Coordination of Social and Economic Development (MIPLAN) will
conduct an analysis of the employment and wage structure throughout the
Central Government and selected autonomous agencies. 
 The purpose of the study
is to identify areas of over- and understaffing and key positions where wages
should be adjusted. This analysis will be the first step in the process of
improving the efficiency of the public sector workforce.
 

f. Judicial Reform
 

In 1991, the GOES will initiate a set of four actions to
modernize the Salvadoran judicial system. First, by June 1991, 
the GOES will
have created a technical support unit within the Ministry of Justice to draft
legislative reforms. By October 1991, 
this new unit, with the help of outside
technical assistance, will 
have prepared a new legislative agenda, and will
have adopted broader operating procedures to permit public debate of proposed

legislation.
 

Discussion. Due to excessive influence on CORELESAL by the
Supreme Court and its failure to address 
some key issues, the Executive Branch
will be given more responsibility over the drafting of reform legislation.
Accordingly, a new technical 
unit will be established in the Ministry of
Justice, and financing for CORELESAL is being terminated. A strict agenda of
reforms for this unit to address will be established with the help of

technical assistance. Additionally, procedures will be established requiring
the new unit to open proposed legislation to public debate from very early in
the process, to overcome the growing problem of isolation that we perceived to
 
be developing with CORELESAL.
 

Second, by June 1991, 
the GOES will have begun a public
awareness campaign and open public hearings to discuss a judicial reform
 
program to promote the efficient administration of justice.
 

Discussion. 
As discussed above, one of the major constraints to
reform of the judicial sector is an attitudinal one: corruption and
inefficiency are regarded as commonplace and are accepted as the norm. 
Those
who do recognize the need for reform often feel powerless to bring about

change. This condition is aimed at stimulating the Salvadoran people, and the
Government itself, to recognize the need for change, and to begin to think
about how they can effect this change. The public awareness campaign will
heighten the public debate that has evolved as a result of the Judicial Reform
Project and will give the Government's imprimatur to this debate, a necessary
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condition if people are to feel 
free to discuss these often controversial
 
issues.
 

Third, by June 1991, 
the GOES will carry out a study of the
selection process and term of office of key positions of the Judicial Branch.
By October 1991, public discussion of the recommendations of the study will be
 
held.
 

Discussion. In accordance with the terms of the Salvadoran
Constitution, all fourteen members of the Supreme Court are named at the 
same
time by the Legislative Assembly and have a five year term of office. 
Neither
the selection process nor the short-term of office are conducive to
establishing an independent, impartial judiciary, and in fact result in a
highly politicized structure. 
 Wbile there are many alternatives that could be
proposed, no one is clearly more correct than the others, and any change has
to take into account the highly complex political situation in El 
Salvador.
The condition proposed would require the GOES to take the first step in making
fundamental changes to the current judicial system by carrying out a study of
the selection process of the Supreme Court and its 
term of office. The
recommendations flowing from this study would then be discussed publicly in
order to ensure that the views of all political, social, and economic sectors
are heard, reinforcing the pluralistic process intrinsic to a democratic
 
structure.
 

Lastly, by October 1991, legislation will be submitted to the
Legislative Assembly that revises the composition of the National Council for
the Judiciary in
a manner that broadens the representation of other interested
 groups in the selection of first and second instance judges.
 

Discussion. The 1983 Constitution made key advances in
promoting an independent, impartial judiciary. 
It required that a National
Council for the Judiciary be created which would nominate these judges.
(Prior to this revision in the Constitution, the naming of lower court judges
was at the full discretion of the Supreme Court, which itself was 
named by the
Legislative Assembly, resulting in
a politicization of the system from top to
bottom.) 
 For several years the Constitutional requirement to establish the
National Council for the Judiciary was ignored. 
 In 1988, CORELESAL drafted
implementing legislation that would have created a Council composed of a 
mix
of upper and lower court judges, government representatives, and
representatives of the bar associations and law schools. 
 However, the Supreme
Court revised the legislation, changing the composition to give it a dominant
role. 
Although the Legislative Assembly also revised the composition
somewhat, the legislation ultimately passed still 
allowed the Supreme Court to
retain a majority over the 
new body. The proposed reform would require the
GOES to draft and submit modifying legislation designed to increase the
autonomy of the National Council 
on the Judiciary from the Supreme Court, as
 was intended by the Constitutional Amendment.
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IV. SELECTED TOPICS
 

1. Local Currency Program
 

Purpose. 
 Host Country Owned Local Currency (HCOLC) generations from
the Balance of Payments/ESF and PL-480 Agreements continue to be programmed
bilaterally with the GOES. The objectives of the HCOLC program are to enhance
the capacity of the Government of El Salvador. to design, manage and support
its economic and social development programs; and to further United States
Government development and policy objectives in El 
Salvador. Over the past
several years, HCOLC generations have targeted: (1)stabilizing a
deteriorating economy and a 
fragile social situation; (2)achieving recovery
and sustained economic growth; (3)broadening the benefits of growth; and (4)

strengthening the democratic process.
 

Given the success of stabilization efforts and in conformance with
the dollar program, the HCOLC program now supports GOES .efforts to achieve
broad-based sustainable economic growth, the evolution of a stable, democratic
society and the need for international cooperation in addressing specific
challenges. Although the local currency program supports all Mission

strategic sub-objectives, major emphasis isgiven to'funding programs to
encourage accelerated opportunities for increased participation inthe economy
by the historically disadvantaged and the strengthening of competent civilian
 
governmental institutions.
 

Management. During 1990, the Mission continued to improve the
Mission/GOES operational management system for the design and implementation

of HCOLC activities. 
 In 1989, the Mission revised operating procedures to
clarify various program responsibilities. Although these changes improved
local currency program management, further modifications were made this year

to focus more attention on project impact, delegate more operational authority
to GOES agencies and Mission technical offices, reduce review and approval
time, and to comply with pending AID/N local currency guidance. Steps taken
Include: the HCOLC Action Plan format has been redesigned to stress purpose,

objectives and activities instead of inputs; Mission technical offices were
given the lead on review and approval of incoming action plans, thereby
reducing time and paperwork needs substantially; more audit responsibility was
placed on the Court of Accounts and SETEFE; and implementing institutions were
limited to submitting only one HCOLC Action Plan per program, thereby reducing

the number of HCOLC Action Plans to under 40 and substantially reducing the
 
subsequent number of reprogrammings.
 

ESF local currencies finance activities in four areas: (1)
counterpart for A.I.D. projects, (2)specific GOES/Mission high priority

activities such as a 
PVO support fund and municipal development activities;
(3)general budget support to GOES development programs, such as inhealth,
education and agriculture and counterpart for other donor projects; and (4)
AID trust funds. P.L. 480 local currencies fund activities inonly the first
two areas and only those with a rural focus. In recent years, the Mission has
embarked on a 
policy track to reduce the number of management units, while
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recognizing the need to maintain emphasis on the Mission's highest
priorities. There is 'so a clear understanding that ESF/BOP levels will,
most likely, continue to decline. 
 With the passage of new PL-480 legislation,
the local currency resources generated will 
no longer be available.
 

As inthe past, all local currency received under ESF or PL-480
agreements will be placed in separate accounts at the Central Bank (BCR).
Implementing agencies, for projectized activities and for counterpart to
A.I.D. projects, will receive local currency only inaccordance with a HCOLC
Action Plan approved by MIPLAN and A.I.D. 
The Mission will fulfill its
monitoring responsibilities by analyzing and approving action plans, by
requiring progress reports on activities carried out under action plans, and
by requiring MIPLAN to conduct periodic audits and end use checks of
resources. 
 For the general budget support component, which isattributed to
the national budget, A.I.D. and the Ministry of Finance will agree on sectors
to receive funding. The Ministry of Finance will provide A.I.D. periodic
reports on expenditures. 
 For funds used by the Mission.under its Trust Fund
arrangement, A.I.D. will report on uses of funds to the GOES.
 

Programming. 
 The FY 1990 ESF BOPS and P.L. 480 Title I Programs
generated the Colon equivalent of $97.96 million and $35.0 million
respectively for a total of $132.96 million. 
The Mission and GOES have
jointly programmed these local 
currency resources to reinforce the
aforementioned Mission objectives. 
Of the combined ESF/P.L. 480 Title I
generations, approximately $34.1 
million isfor counterpart to A.I.D.
projects, $32.0 million finances GOES priority projects, $59.7 million funds
ordinary budget support for the education, health and agriculture ministries,
as well as 
1991 election support and other donor counterpart, and $7.1 million
isfor A.I.D. OE and program trust funds. 
 The PL-480 Title I generations only
finances counterpart to A.I.D. projects with a 
primarily rural focus and GOES
priority projects in the rural areas. 
 Except for a significant portion of
ordinary budget support, these funds are being disbursed in CY 91.
 

The GOES in general and its implementing institutions inparticular
have matured inrecent years. 
 Although some entities are still 
struggling,
many hive overcome severe constraints to become much more reliable partners in
the development process. These institutions' long-term involvement in
implementing local currency activities has produced worthwhile experiences and
lessons learned. The local 
currency program has witnessed steady improvement
interms of implementation and results attained. 
The Mission has helped the
maturation process with technical assistance provided to strengthen management
and accounting practices within local 
institutions. 
 We have reinforced the
impri,vement process by making the earlier mentioned changes in procedures and
processes designed to give more responsibility and authority to the GOES.
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TABLE 3
 
LOCAL CURRENCY PROGRAMMING
 

(COMBINED ESF AND PL 480 TITLE I)


FY 1990 FY 1991 
 FY 1992 FY 1993
 
amount amount
Components 	 amount amount
million million 
 million million
 

(1) 	GOES counterpart for 
 $ 34.1 $ 40.0 
 $ 40.0 $ 40.0
 
AID projects


(2) 	High priority projects 
 32.0 27.5 
 0.0 0.0
(3) 	General Budget Support 59.7 43.9 37.2 45.5
(4) 	A.I.D. OE Trust Fund 
 5.1 5.6 
 5.3 4.5
(5) 	A.I.D. Program Trust Fund 
 2.0 1/ 8.0 21 
 7.5 3/ 0.0
 

T 0 T A L 
 $132.9 $125.0 $ 90.0 4/ $ 90.0 4/
 

1/ 	 $2.0 million for PVO foundation working with AIFLD. 
2/ 	 $3.0 million for PVO foundation working with AIFLD and $5.0 million for
 

Central America University/UCA.
 

3/ 	$2.5 million for PVO foundation working with AIFLD and $5.0 million for
 
Central America University/UCA.
 

4/ 	Decrease due to shift of PL-480 Title I responsibility to USDA.
 

The strengthening of GOES organizations and the Mission's desire to
reduce and consolidate management units has led to a policy change. 
 That 	is,
the Mission has decided to eliminate its involvement in GOES priority
projects. Financially, this will 
be accomplished by shifting resources
targeted for priority projects to the ordinary budget; beginning with a
program decline in FY 91 
resources and ending with total withdrawal with FY 92
resources. 
 The number of GOES priority projects has declined from 15 to nine
over the past two years. The programming of FY 91 
resources envisions a
further decline to seven GOES priority projects with emphasis on regional
development/municipalities in action, democracy strengthening and
agricultural/natural resources activities. 
 (See Table 4 for an illustrative
list of high priority projects for CY92 using FY91 programmed funds.)
 

In addition, the Mission's planned dollar portfolio will 
decline from
approximately 35 projects in FY 91 
to approximately 26 by the end of FY 94.
This decline will reduce the demand for local currency counterpart to AID
projects in the out years, and potentially free more funds for ordinary budget
support, contingent upon the overall availability of resources. 
 It should be
noted that despite the declining trend in the number of management units,
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resources required for counterpart will not significantly diminish over the
next three years This reflects the continuing need of ongoing projects
scheduled to conclude during the above period, as well 
as substantial local
currency requirements identified for the Strengthening Achievement in Basic
Education Project, the Health Systems Support Project Amendment and the FY 92
Municipal Level Democratic Development Project.
 

The increasing availability of local currency to the GOES has three
important consequences. 
 First, itshows the Mission's growing confidence in
allowing the GOES to make its own decisions within the budget process
framework. 
Although the Mission will continue to participate with the GOES in
allocating resources among priority sectors inconformance with AID policy,
the GOES will have to make the tough decisions regarding allocations to
particular activities within each sector. 
 Second, these resources will enable
the GOES increased flexibility to meet contingencies arising from quickly
changing conditions. For example, if a 
peace accord isreached, the
government would have to respond expeditiously and mobilize resources to
implement specific agreed upon arrangements. This would be more easily
facilitated without having funds tied up in specific projects. 
And third, the
disbursement of local currency to the ordinary budget provides an 
instrument
to reinforce policy dialogue at the macroeconomic and sectoral levels. Last
year, for instance, we incorporated covenant-type language into the Local
Currency Memorandum of Understanding to encourage the GOES to take steps to
modernize its public sector finance system, study public sector workforce
efficiency and establish a privatization commission, all of which are big
elements inour development strategy.
 

The FY 91 ESF/BOP and P.L. 480 Title I programs will provide a
combined total of $125.0 million which will generate approximately colones 1.0
billion. 
 The Mission and GOES have just initiated discussions regarding the
programming of these funds, most of which will 
be expended in CY 1992.
Table 3 contains current and planned program levels for local currency

generated from ESF/BOP and PL 480 Title I obligations.
 

TABLE 4

ILLUSTRATIVE LIST OF HIGH PRIORITY PROJECTS
CY 1992 LOCAL CURRENCY PROGRAM FROM ESF/PL 480 TITLE I FY 1991 RESOURCES
 

Uplands Agricultural Systems/CENTA
 

Natural Resource and Env. Strategy
 

Regional Development (MIA,

Regional Development Program, CONARA Adm)
 

Municipal Development/ISDEM
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Support to Administration of Justice
 

-Human Right Commission
 
-Election Observers Program
 

Private Sector Support(PVOs)
 

SETEFE Institutional Support
 

-SETEFE Audit Program
 
-SETEFE Administration
 

2. Price Checking Unit
 

With USAID-financed technical assistance, the-BCR established an

office to verify prices on merchandise imports financed under the USG balance

of payments support programs. The prices stated on the commercial invoices
 
are checked against an international registry to determine if the prices

conform to world prices for the same product. The purpose of the verification

isto prevent unauthorized access to official foreign exchange through the

time-honored practice of overinvoicing import transactions.
 

Under the previous fixed exchange rate regime inwhich the colon was

overvalued, the Price Checking Unit performed an important function.

Overinvoicing of imports isa tactic that is beneficial only under a 
fixed

exchange rate regime with limited access 
to official foreign exchange at a
preferential rate. However, the need for a price checking unit has
 
disappeared with the Implementation of a flexible exchange rate regime in El
Salvador. Under a flexible exchange rate regime, where the rate varies with

the forces of supply and demand, there is no preferential rate. An importer
has unlimited access to foreign exchange at the going price. 
 The incentive to
 
engage inoverinvoicing, therefore, disappears.
 

Moreover, the price checking unit isexpensive for the BCR to
 
maintain. 
 The paperwork and delays involved in its operations raise
 
transaction costs for importer and BCR alike and work against the important

objective of assisting the GOES in liberalizing import transactions.
 

During the AID/H review of the PAAD Concept Paper, the Mission

proposed, and AID/W agreed, that the BCR be allowed to suspend the operations

of the Price Checking Unit during the implementation of the 1991 Balance of
 
Payments Support Program.
 

3. Separate Dollar Account
 

U.S. Dollar and Local Currency Deposits. The BCR will open separate
interest bearing accounts inU.S. banks exclusively for the deposit and
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retention of funds disbursed under the 1991 Balance of Payments Support
Program. These accounts will 
be collectively referred to as
Account". the "Separate
The BCR will request disbursement of funds under this Grant to
USAID/El Salvador by submitting a 
letter of request together with such
information as the names of one or more U.S. commercial banks, their complete
addresses, American Banking Association (ABA) numbers, BCR account numbers,
and amounts to be deposited.
 

Upon receipt of the request, the Office of the Controller, USAID/El
Salvador will arrange for deposit to the Separate Account as
disbursement request. specified in the
All funds deposited to the Separate Account and all
interest earned on these deposits will be retained in the Separate Account and
withdrawn inaccordance with the terms and conditions described below and in
the Grant Agreement.
 

Within two (2)working days of receipt of bank notification of
deposit of funds to the Separate Account, the BCR will deposit ina local
special account an 
amount in local currency equivalent to the dollar amount
disbursed by USAID to the Separate Account. 
Within five (5)working days of
receipt of the deposit notification from the U.S. bank or banks, the BCR shall
inform the Controller, USAID/El Salvador, inwriting of the amount of dollars
received, the exchange rate used and the amount of local currency deposited.
 
The amount of local currency to be deposited shall be determined by
applying the BCR reference rate on the date of deposit of U.S. dollars to the
Separate Account. Under the procedures governing the flexible exchange rate
regime in El 
Salvador, the BCR reference rate iscalculated weekly as 
the
average rate in the free market for foreign exchange.
 

USAID/El Salvador has conducted a review of procedures and systems at
the BCR and has determined that the BCR can properly manage the Separate

Account.
 

Eligibility Dates. Funds deposited to the Separate Account may be
withdrawn to support otherwise eligible transactions for which the BCR has
evidence foreign exchange was disbursed to the exporter after the effective
date of the Grant Agreement until the Separate Account balances are fully
liquidated or twelve (12) 
months from the signing of the Agreement, whichever
 occurs first.
 

Funds redeposited to the Separate Account as a 
result of the
independent verification process shall only be withdrawn based upon
transactions for which the External Financing Department has evidence that
foreign exchange was disbursed to the exporter after the date of the redeposit
and up to twelve (12) months from the signing of this Agreement.
 
Eliqibility Criteria. 
All transactions funded through the Separate
Account shall meet the following eligibility criteria and be properly
Identified by code, source and amount as specified below:
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TABLE 5
 
PRODUCT CATEGORIES FOR THE SEPARATE DOLLAR ACCOUNT
 

I. 	PRODUCT CATEGORY CODE
 

Raw material ............................................... A
 
Intermediate goods...............................B
 
Capital goods ..............................................C
 
Spare parts ............................................... D
 
Agricultural inputs ........................................ E
 
Petroleum .................................................. 
F
 

2. 	ECONOMIC SECTOR DIVISION CODE
 

Manufacturing ................................
 
Agricultural .................................. ............ 2
 
Agroindustrial ..................................3
 
Commercial 4
 
Construction ................................... ........... 5
 
Transportation ................... .............. 6
 
Communications ............................................. 7
 
Energy ........................................8
 

3. 	TYPE OF PRODUCT CODE
 

NAUCA classification ................................ Standard Code
 

No more than thirty percent (30%) of Grant funds may be used to
 
finance imports for petroleum and its derivatives from sources outside of the
 
United States, except as A.I.D. may otherwise agree in writing. Considering
 
USG support for the San Jose Accords, the Mission considers this percentage to
 
be appropriate.
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To be eligible under this Agreement, the source of all products
imported must be the United States of America to include its possessions and
the Commonwealth of Puerto Rico, and, in the case of crude petroleum and its
derivatives, Mexico, Venezuela as well 
as other AID Geographic Code 941
countries. 
 Duty free ports do not constitute a source point under the terms
of this Agreement. When a product is shipped from a 
free port or bonded
warehouse inthe form inwhich itwas received therein, the "source" means the
country where the product was produced and shipped to the free port or bonded
warehouse. No direct procurement for the Salvadoran Armed Forces will be
financed under this Agreement.
 

The maximum amount for each transaction eligible for funding from the
Separate Account shall be the total 
cost of the import, payable in dollars to
the exporter. Such cost shall include the cost of goods, shipping, handling,
insurance, bank charges, and interest charges related to the TCIP (AID-EXIM)
Program. As a 
mean to reduce the administrative costs of the Balance of
Payments Support Program to both the BCR and USAID/El Salvador, the BCR will
to the maximum extent possible use only transactions over $US 25,000 invalue
for financing under the BOPS Program. The $US 25,000 threshold is considered
"goal," and as such can be disregarded by the BCR ifdoing so isnecessary to
meet the foreign exchange requirements of the Government of El Salvador.
 

Direct Payments From the separate Account. 
For each transaction
meeting the eligibility criteria for funding, the BCR may pay the exporter
directly from the Separate Account under the following procedures:
 

The external Financing Department of the BCR will verify that all
documentation (as specified inSection VII of this Annex) is complete
and in the BCR transaction file, that the transaction meets the
eligibility criteria and eligibility dates set forth inthe Grant
 
Agreement.
 

--In the case of a Supplier's Credit, the External Financing
Department of the BCR will make payment in the form of a 
check or
direct wire transfer to the supplier from the Separate Account.
 

In the case of a Letter of Credit, the External Financing
Department of the BCR will allocate and reserve funds from the
Separate Account from which the Letter of Credit will 
be paid.
 

Direct Reimbursements from the Separate Account. 
Transactions
determined to be eligible for financing from the Separate Account will be
applied in the order received by the BCR (first-in, first-out basis). 
 Since
the transaction collection process will be continuous and capture all 
eligible
transactions exceeding US$ 25,000, the BCR may have eligible transactions in
excess of its needs inany given period. These transactions must be applied
to the next dollar withdrawal request before any transactions of the

subsequent period are applied.
 

For each transaction meeting the eligibility criteria for funding
under this Balance of Payments Support Project but which has already been paid
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to the exporter with non-A.I.D. funds, the BCR may make reimbursement frcn the
Separate Account under the following procedures:
 

The external Financing Department of the BCR will verify that all
documentation (as specified inSection VII of this Annex) iscomplete
and in the BCR transaction file, that the transaction meets the
eligibility criteria and eligibility dates set forth inthe Grant
 
Agreement.
 

Based upon the cost to the importer of one or more eligible
transactions (as specified in Section 111.6 of this Annex) and using
any generally accepted banking mechanism, the External Financing
Department of the BCR will transfer the equivalent amount of U.S.
dollars from the Separate Account to its own account or the account
of the institution (commercial bank, foreign exchange house) that
 
financed the import transaction.
 

The External Financing Department of the BCRwill clearly identify
by Separate Account withdrawal identification number inthe BOPS
reporting system which transactions support each withdrawal from the
Separate Account and place a 
copy of the withdrawal document ineach
 
transaction file.
 

Independent Verification and Redeposits to the Separate Account.
USAID/El Salvador will conduct an 
independent verification of transactions
contained inthe BCR Report of Eligible Transactions specified above.
hundred percent of the transactions with a 
One
 

dollar value greater or equal to $
25,000 and a sample of other transactions selected inaccordance with
Generally Accepted Auditing Standards will be reviewed. 
The independent
verification will be performed semiannually or more frequently as determined

by USAID/El Salvador.
 

USAID/El Salvador will communicate the results of the independent
verification to the BCR for its review and comment within five (5)working
days of the BCR receipt of this data. Subsequently, USAID/El Salvador shall
formally notify the BCR of the official results of the independent
verification. 
The BCR shall reimburse the Separate Account, within ten (10)
working days of receipt of the official notification from USAID/El Salvador
for any transactions which USAID/El Salvador determines to be ineligible.
 

Only eligible transactions for which foreign currency was disbursed
to the exporter after the date of the redeposit shall be used to support
subsequent withdrawals of redeposited funds. 
 The BCR will maintain a record
of redeposits to the Separate Account and clearly identify the transactions
used to support subsequent withdrawals of these funds from the Separate

Account.
 

USAID/El Salvador shall notify the BCR by means of a 
Project
Implementation Letter of its final acceptance of all eligible transactions and
Separate Account withdrawals after the completion of the final independent
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verification. 
Such written notification shall 
serve as evidence of the final
liquidation of AID's disbursements to and interest earned on the Separate
Account under this Project.
 

Documentation Requirements. 
 The BCR will enter data on a daily basis
from the source documents specified below and ensure that each transaction
file contains all necessary documentation before a transaction isused as a
basis for withdrawal from the Separate Account.
 

USAID/El Salvador and the BCR will 
soon conduct a 
systems analysis of
the Information flow required to substantiate Separate Account eligibility
criteria. 
Until such time as this analysis results in a revised set of
required documentation, the External Financing Department will require at a
minimum the following:
 

Copy of the foreign exchange authorization ("formularlo

unico para venta de divisas").

Copy of the commercial invoice.
Copy of the shipping documents (e.g. airway bill, 
bill of
lading, etc.).

Copy of the import certificate ("poliza").

Evidence of payment to the exporter.
 

Inaccordance with the decision made at the AID/W review of the Concept Paper
for the 1991 PAAD as 
discussed in the section above, international price
verification will 
no longer be required.
 

Ifthe USAID/BCR analysis results ina change inprocedures during
the implementation of this Project, the BCR shall inform USAID/El 
Salvador in
writing of changes to the required documentation. USAID/El Salvador shall then
notify the BCR by means of a 
Project Implementation Letter of its concurrence
with the proposed changes.
 

The BCR shall maintain the files containing documentation for each
transaction accepted by A.I.D. for a 
period of three (3)years commencing with
the date that USAID/El Salvador issues formal notification of final
documentation of final liquidation of all Project funds and acceptance of all
eligible transactions.
 

BCR Reports. 
 The BCR shall provide to USAID/El Salvador, as
applicable, the folowing information and reports:
 

The BCR shall report within five (5)working days of receiving
notification of dollar deposits to the Separate Account:
 

a) The amount of each deposit to each U.S. bank.
b) The exchange rate used to determine the equivalent amount
 
of local currency.


c) The amount of local currency deposited.
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-subsequent to the first deposit of dollars and until all 
funds,
including earned interest, have been exhausted from the Separate

Account, the BCR will provide USAID/El Salvador, on a monthly basis,

copies of all bank statements and corresponding reconciliation
 
reports.
 

The BCR will provide USAID/El Salvador, within three (3)working
days after month end, a 
Report of Separate Account Withdrawals. This
report will specify, for each withdrawal during the month, the
withdrawal identification number, BOPS identification number and

total US dollars withdrawn for each transaction.
 

The BCR will provide USAID/El Salvador, within three (3)working

days after month end, a 
Report of Eligible Transactions for the
entire Prolect period, on a cumulative basis, with totals for all US

dollar value columns. The following data elements for each

transaction shall be reported inthe 
same order as listed below:
 

a) BOPS identification number.
 
b) "Formulario unico" number.
 
c) Date the exporter we, paid.

d) Product category.
 
e) NAUCA code.
 
f) Economic sector.
 
g) Source of imported goods.

h) Separate Account withdrawal IDnumber.
 
) Total US dollars allowable from the Separate Account. 
J) Total US dollars withdrawn from the Separate Account. 
k) Verified amount. 
1) Separate Account redeposit amount (*).
m) Independent verification date. 

(*)This amount iscalculated as described below, but only

values grater than zero will be printed in the report:
 

If the transaction has not been independently verified,

the Separate Account redeposit amount will be equal to the
total of US dollars withdrawn from the SA minus total US
 
dollars allowable from the SA.
 

If the transaction has been independently verified, the

Separate Account redeposit will be equal to the total of
US dollars withdrawn from the SA minus the verified amount.
 

Nithin ten (10) working days after USAID/El Salvador officially
notifies the BCR of the results of each independent verification, the
BCR will record the independent verification date and verified
 
amounts (items "k"and "m"above), in the BOPS database and will
provide USAID/El Salvador with a 
Report of Verified Transaction

Amounts for each of the following data elements and combination of
 
data elements:
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a) 
b) 

Product category. 
Economic sector code. 

c) Source and origin. 
d) 
e) 
f) 

NAUCA code. 
Product category by economic sector code. 
Product category by source. 

63290 



STATISTICAL APPENDIX
 



TABLE A.I.a.
 

EL SALVALOR: GROSS DORSTIC PRODUCT -- PY SECTOR OF ORIGIN 

a. In Constant 1962 Prices Millions of 1962 Colones Annual Growth Rates
 
-------------------------------------------------------- - ....... - - . .......-- - - -- - -- .... - .... ....... ....-------.... ........ ....... ........ ....... .......
 

19"0 1"91 1982 1983 1994 1985 1996 1911 19 118? 1990 31180 2111 93112 14113 85114 8615 87196 N87 IN 90199 

GOPat Market Prices 3289.3 3016.8 2947.7 2970.4 2935.6 2913.6 3012.5 3093.5 3143.9 3177.0 3295.0 -8.3? -5.6t O.92 2.31 2.02 0.61 2.71 1.6t 1.1 3.4? 

Primarv Prduction 945.0 791.3 154.4 710.5 754.1 746.6 723.6 739.1 732.4 736.0 790.1I -6.41 -4.11 -3.21 3.31 -1.11 -3.12 2.11 -0.91 0.51 7.31 
Aqriculture and Related Sectors 841.1 781.5 750.6 776.8 150.9 747.9 719.7 734.7 727.7 731.1 785.5 -6.41 -4.71 -3.21 3.31 -1.11 -3.11 2.11 -1.02 0.51 7.41 
Miinng 3.9 1.8 1.9 ".1 3.8 3.8 3.9 4.4 4.7 4.9 4.5 -2.62 0.02 -2.62 2.72 0.01 2.61 12.82 6.91 4.31 -9.27 

Secondary Production 901.3 721.7 671.1 687.5 691.4 719.3 737.4 7M.2 792.9 811.9 820.9 -10.21 -7.Ot 2.41 0.6? 4.01 2.5t 3.92 3.52 2.41 1.11 
ManJ'facturino 596.2 575.0 90.9 490.5 496.9 515.4 521.3 544.1 560.5 574.4 591.6 -10.42 -8.4Z 2.01 1.32 3.71 2.51 3.01 3.01 2.51 3.o 
Construction 111.4 94.1 90.4 92.7 86.9 90.9 91.3 104.0 112.2 116.2 101.3 -15.41 -4.11 2.01 -5.72 4.61 2.62 11.51 7.91 3.61 -12.81t

i ilities 105.7 147.4 Q99.8 104.9 107.6 113.0 115.8 118.1 120.2 121.2 128.0 -3.11 -2.5Z 5.01 2.72 5.02 2.51 2.01 1.8 0.81 5.61 

Services 1641.0 151.8 1422.2 1452.4 1489.5 1521.7 1551.5 1581.2 1618.5 1621.2 1674.1 -8.41 -5.4Z 2.11 2.61 2.61 1.61 2.42 1.91 0.71 2.91 
Transoortion and Cosainar4tions 191.7 112.5 141.1 110.9 1/5.6 118.8 119.1 193.0 196.7 109.0 201.0 -10.9t -6.51 6.01 2.91 1.91 0.51 1.81 2.O 1.21 6.31 
Coseercial Services 675.0 531.9 4019.3 479.1 497.1 489.5 491.0 497.9 500.1 516.9 534.0 -14.9! -12.02 2.11 1.91 0.5Z 0.31 1.41 0.4Z 3.42 3.31 
Financial Services 102.6 93.1 98.5 99.7 99.7 102.7 104.2 106.7 109.9 99.5 99.5 -9.31 5.92 0.21 1.01 3.01 1.51 2.41 2.02 -9.51 1.02 
Housa1n 130.0 133.9 137.3 1401.1 142.3 144.4 144.9 148.5 152.7 156.4 160.3 2.91 2.61 2.02 1.62 1.51 0.31 2.62 2.92 2.42 2.51 
Public Adainistration i1.1 344.0 156.3 366.3 384.5 411.6 430.1 447.4 462.6 457.7 464.0 1.21 3.01 2.91 5.02 7.0! 4.51 4.02 3.42 -1.11 1.62 
Other Services 24.9 226.5 20A.5 190.3 200.1 200.7 241.7 204.7 207.6 210.7 214.5 -9.61 -11.51 -1.11 1.02 0.21 ,. 1.51 1.41 1.51 1.41 

-------------------------------------------.. -------------------------------------------------------------------------------. ----------------------------------------------------------------------


As Percent of Total 6P Contribution to Overall 6DP Growth by Sector 

1990 1981 1992 1983 1964 1915 1914 1997 11 1919 1990 11110032111 83/12 14103 65184 16/95 97/86 9M81 "I1N 999 

GDP at Market Prices 100.01 100.02 100.01 100.02 100.01 100.02 100.0! W.t 100.02 10.02 100.02 '0.01 100.02 100.01 100.01 100.01 100.02 100.01 100.01 100.02 100.02 

Primary Production 25.72 26.72 26.51 75.42 25.72 24.9? 24.01 23.91 23.31 23.22 24.01 19.71 21.1-101.31 37.11-14.0t-121.71 19.11 -13.31 10.8t 50.01 
Agriculture and Related Sectors 25.61 26.1! 26.42 75.31 25.61 24.91 23.91 23.71 23.11 23.01 23.92 19.7? 21.81-104.61 37.02 -14.01-122.21 8.11 -13.91 10.22 50.41
 
mininq 0.12 0.12 0.11 0.12 0.11 0.1? 0.12 0.12 0.11 0.22 0.12 0.01 0.01 -0.42 0.22 0.02 0.51 0.62 0.61 0.61 -0.41
 

Secendary Production 24.41 23.9n 23.61 24.02 23.61 24.01 24.5? 24.1 25.2 25.42 25.02 29.92 29.9 72.21 6.01 49.11 "9. 35.61 53.11 56.92 8.4Z 
Manulacturing 17.81 17.41 16.91 17.11 16.91 17.21 17.51 17.61 17.91 11.11 18.01 22.52 26.11 42.32 911 31.92 61.31 11.5? 32.62 41.91 15.91 
Construction 3.41 3.1 3.21 3.21 3.01 3.01 3.12 3.41 3.61 3.71 3.1 6.31 2.31 7.91 -8.11 6.9? 12.7t 13.2 16.31 12.01 -13.91 
Utlitties 3.21 3.41 1.51 3.1! 1.71 3.91 3.91 3.11 3.11 3.91 3.91 1.21 1.51 22.01 4.31 9.31 14.81 2.81 4.21 3.01 6.31 

Servicte 49.91 49.91 49.9? 50.61 50.71 51.01 51.51 51.31 51.51 51.32 51.01 50.32 49.31 133.01 54.9Z 65.9? 125.9145.31 60.71 3,7.2141.61 
Transpertion and Comeunications 5.91 5.12 5.12 6.01 6.0% 6.01 6.01 5.91 5.91 5.91 6.11 7.91 6.61 42.32 7.21 5.51 4.91 4.1% 7.41 6.91 11.11 
Comeercial Services 19.01 17.61 16.41 16.71 16.62 16.41 14.3? 16.12 15.91 16.31 16.31 34.27 17.61 43.2 13.82 4.11 7.92 8.51 4.41 50.61 15.81 
Financial Services 3.11 3.11 1.51 3.42 3.41 3.41 3.51 3.41 3.51 3.12 3.01 3.52 -3.21 0.92 1.51 5.21 7.91 3.11 4.21 -31.01 0.91 
Housing 4.01 4.41 4.0! 4.91 4.8 4.1 4.8 4.8 4.91 4.91 4.92 -1.41 -2.1! 12.31 3.42 3.62 2.11 4.61 9.11 11.11 3.61 
Public Administration In.41 11.52 12.51 12.91 13.12 11.71 14.1? 14.51 14.71 14.41 14.11 -2.51 -6.1 44.11 27.92 46.7? 97.91 21.41 30.21 -14.91 6.61 
Othor Services 7.5% 7.51 7.01 6.91 6.11Z 6.71 6.71 6.6 6.61 6.62 6.52 7.91 15.41 -9.71 3.11 0.71 5.3t 1.71 5.91 9.31 3.51 

Source: Central Reserve lank of El Salvadnr.
 

http:14.01-122.21
http:21.81-104.61
http:37.11-14.0t-121.71
http:21.1-101.31


-- -- ----- 

---------------------- ------ -------------------------------------- ----------------------------------------------------

TAKE A.I.b.
 
EL SAIlVADOR-GROSSDOWSTIC PIIO0CT -- IV SECTOR OF ORI61 

a. lntCurrent Price ilIions of Colnesr::: hea rul ae 
:: :: =:: ............................................. 
 .........................
 

1990 1991 1992 1903 1984 1915 1916 1"? 1991 19119 199 31190 17181 13112 14113 85184 8611 17/86 "197 "/1@ 9019 

6OP at "Ariet Prices --------------------------------- --- --- -513- 81N ----3 S? -----9019916., 9646.4 896'.? 10151.8 11657.2 14130.3
19762.9 23140.6 27365.8 32230.0 41057.0 -3.01 3.n 13.21 
14.81 22.91 37.1 17.1 19.31 17.3R 27.'1 
Primary Prod,icion .s91.52110.5 2099.n 2175.7 2338.0 2631.3 3995.6 3236.5 3941.9 3325.2 4664.4 -15.0? -t.4? 4.2? 7.51 12.51 51.31 -19.0119.91-0.6? 21.QandRill1ed Se.tors 1qr1cultJre 2160.5 2610.6219f.2 2106.0 2075.4 2319.8 390.9 31".4 3100.8 3767.0 4599.0 -15.11-1.51 4.11 7.41 12.51 52.01-19.41 19.8!-0.9Z 27.11mining 
 11.3 12.5 13.b 15.2 16.2 20.7 26.7 33.1 47.0 50.2 65.4 10.61 9.31 11.1 19.7113.71 29.01 42.71 23.41 23.91 12.41 
Se-onarv ProdJctinn 
 1q4.4 1434.9 1941.2 7159.4 2473.6 3118.0 4050.9 5252.4 6159.1 7426.1 1511.7 0.01 
 7.61 14.7114.61 26.1! 29.9Z 29.71 17.21 20.6? 29.11Par',firturinq i.'9.4H159.11191.9 
 1572.11837.12345.7 3065.7 4044.8 4W08.5 5836.3 7647.2 1.51 1.71 13.3? !6.91 27.71 
31.51 31.11 19.91 21.41 11.'!
fonstruction 
 i05.9 294.2 '00.6 343.4 355.3 43?.0 547.1 710.4 914.5 984.3 1071.3 -7.11 5.81 14.21 3.51 23.01 75.21 29.8Z 14.71 2,.4! 01ltllIies 
 I19.1 191.6199.1 241.9 281.2 315.3 418.1 497.2 535.3 605.5 197.7 1.11 4.21 22.11 15.31 19.21 24.7?10.91 7.11 1..I 1r,.!
 
Services 459fl.74691.0 4995.0 5316.1 6945.6 
6581.3 11716.4 14651.7 17359.7 24918.7 26860.9 
 2.21 6.41 16.5117.71 25.41 36.51 25.11 18.5! 0.91
.0 4.t
"rinsortion and Coeaqnicatsons 
 113.1 329.7 346.7 411.5 480.6 613.3 315.8 1060.31205.5 1415.8 1897.2 4.71 5.61 1.71 16.31 27.61 .3.41 30.0? 1.61 17.41'4.0!Comercial Services 7,17.7 2027.6 2089.6 2509.5 2994.8 3897.3 5626.5 7275.3 8721.3 10811.5 14289.6 -0.51 3.0? 20.11 19.31 30.21 44.4! 29.3! 19.9124.2? 31.91inancial Services :AI.9 j95.2 330.9 357.1 392.1 442.0 564.0 640.0 711.2 795.0 923.6 -2.21 12.11 8.21 9.61 12.11 27.61 13.51 21.31 2.0Z 16.71Husinq 393.9 411.8 471.0 
 537.9 629.5 747.4 939.3 1132.11570.3 1892.5 2366.3 7.3% 14.41 14.2? 11.01 19.71 25.71 25.81 24.61 24.51 25.0! 
Other Services 
Public Administration 916.5 943.5 1049.7 1176.9 1366.2 1602.8 1976.5 2707.1 2384.3 2113.6 3121.0 
 2.91 11.3? 12.11 16.11 17.3123.31 11.71 0.11 13.61 1,.31
637.2 66.7 109.0 923.1 982.4 1279.2 1714.3 2216.4 2748.6 3330.3 4275.2 7.01 3.11 16.31 19.41 30.11 40.41 27.41 20.21 
21.7214
2.41
 

As Percent of Total 6SP 
 Contribution to Overall SIP Growth by Sector
 
......................... 
 .............................-----.---.......--....--.........
 
1940 1991 1992 1993 1914 193 1916 1907 191 191 199 0 1/90 32111 13112 14113 315114MIN3 37/86 997 91/4 90109---- - ----- - - ------- . ---.. -------...--------------- . --S8P at narket Prices 100.0 1".01 100.01 100.01 100.01100.01 ----- ----- -100.0?100.01 100.01 100.01 100.01 100.01 100.01 100.01 100.01 100.01 100.01 100.01 100.01 100.0?
loln.A1
 

Fripiry Prod-irion 21.91 24.5! 23.31 21.41 20.1? 18.41 20.21 14.01 
 14.1? 11.9? 11.41 138.01-9.2 7.3? 10.61 11.01 25.11 -27.51 14.51 -0.51 9.51Aricultre and Related Sectors 27.91 24.41 23.11 21.31 19.9T 19.21 20.11 13.1 
 13.9? 11.7? 11.21 139.51-9.61 7.2t 10.6110.91 25.01 -22.31 14.31 -0.71 9.41
ining 0.11 
 .! 0.21 0.11 0.21 0.11 0.11 0.21 0.21 0.21 0.21 -0.4? 0.31 0.11 0.21 0.11 0.1? 0.31 0.21 0.21 0.11
 

Secondary Prodwction 20.61 21.71 21.0? 21.31 21.21 21.1 21.51 22.7? 22.51 23.01 23.2? -0.21 14.U 23.41 20.91 24.1?17.2? 35.61 21.41 26.11flanufacturing 23.6115.0115.71 15.41 15.51 15.01 16.41 15.6? 17.51 17.61 18.11 10.61 -7.31 7.11 16.01 17.61 19.01 13.61 ,9.41 11.11 21.1? 20.51
t

Cons ruction 3.41 3.31 3.41 
 3.4? 3.01 3.01 2.3? 3.11 3.01
Utilities 2.1? 2.71 2.21 2.41 2.41 2.31 3.11 2.61 1.0% 5.1? 3.6? 0.31 3.11 2.01 4.81 2.51 3.5! 1.012.1Z 2.11 2.01 1.91 I.9Z -0.91 2.51 3.1 2.51 2.01 1.51 2.31 0.91 1.41 2.11 

Services 51.51 54.31 55.71 57.3? 58.71 59.9 59.3 63.31 63.41 65.11 65.51 -37.9% 94.41 69.3? 1.3? 64.9? 57.7? 46.9t 64.11 74.4?66.0!
Iranvetion and Co4ejoilcataons 3.51 3.41 3.91 4.11 4.1Z 4.31 4.11 4.61 4.41 4.41 4.61 -5.41 5.1 5.51 4.61 5.01Comiterci.I Services 22.9! 1.71 7.31 3.41 4.31 5.5123.51 23.31 74.71 25.71 27.21 28.51 31.4? 31.91 33.61 34.3r 3.7? 19.11 35.51 32.21 33.p 31.3? 43.81 34.2! 43.41 39.7ZFinancial Services 3.41 3.41 3.7?
1p,$tnq 4.1! 4.01 5.3 

3.51 3.41 3.11 2.91 2.81 2.31 2%51 2.2! 2.51 11.11 2.311 2.31 1.9 2.21 2.31 3.11 0.3? 1.5!5.31 5.41 5.2 4.3? 5.1? 5.6? 5.91 5.9? -10.1? 10.51 5.61 6.11 4.4XPt*blc dolIstration 10.31 ,-.91 3.51 7.21 8.01 7.7? 5.4ZI1.1 11.6? 11.1? 11.2? 10.01 9.51 3.11 6.4 1.61 -10.0?33.2t 10.7? 12.6?Other Sevics 1.11 .6? 6.91 6.98 4.2Z 6.3% 4.7Z7.91 1.91 8.11 3.41 3.9! 9.11 9.91 10.01 10.31 10.41 -19.31 6.1 9.71 10.61 I1.11 9.51 14.61 10.91 12.01 10.71 
Sorce: ttral Reserve Sanko! El Salvador. ................. ...................................
.......................................................
 

http:52.01-19.41


TAtE A.a. 
EL SALVADOR : SOS DOSTIC PROCT -- by Sector of Final esand. 190 	- 199 

Millioas of 1962 Colmes banal 6rmuth Rates 
a. InConstant 1967 Prices .................................................................................. ..------------------------------------------------------------------

= 19-I IBI 1997 1983 IM 9116 1917 190 19119 1990 11160 3211 1311214113 35134 6185 7/16 80187 "1In 90'399 1914 

6P atmarket Prires 1299.! 7047.7 7370.4 2935.6 2113.6 3112.5 3093.5 3143.1 3177.0 3295.0 -8.31 -5.61 0.81 2.32 2.02 0.61 2.71 1.41",016.9 	 1.11 3.41
 

Gross lowmsla Eulpditure 3330.2 3112.3 2375.9 2363.1 	 2971.6 3059.4 3140.1 3153.5 3259.9 3436.1 3211.6 -6.51-7.1 -0.31 3.61 3.01 2.1 0.41 3.41 5.41 -4.2? 

Con..-Stion (speud4tures 2919.12716.1257.1 2542.5 26U.3 2742.1 2755.5 2705.1 2823.3 2143.7 7994.5 -6.9n -7.21 0.91 3.71 4.01 0.51 1.11 1.41 0.91 .AI 
Private Sector 2495.7 7271.9 7AR4.6 2111.7 2175.1 2250.6 2244.9 2259.7 7284.3 2116.0 2369.0 -3.72 -3.5? 1.41 2.9? 3.51 .0.11 0.61 1.11 2.41 2.12 
Puklic Sector 4?7.4 437.3 435.5 473.3 461.0 497.2 510.6 575.9 539.0 537.7 525.5 S.51-0.41 -1.51 7.5? 1.r 3.71 3.01 7.52 -1.7t -1.1 

Net Domestic Investment 412.1 196.2 355.3 325.6 335.3 316.6 384.6 316.4 436.6 57.4 397.1 -3.9?-10.21 -3.5t 3.0? -5.61 21.51 -4.21 13.51 34.51 -12.41 
Gross Fired Capital Fnreation 427.1 174.7 119.7 313.5 370.8 353.1 330.1 414.7 430.2 469.2 331.0 -10.81-10.11 -7.41 2.31 10.21 7.51 9.11 3.71 9.11 -17.11 
Private 500or 599.4 141.3 11.7 178.4 199.4 241.9 735.3 306.3 305.1 318.5 291.3 -14.1 1.51 3.72 12.0?21.31 13.11 7.3Z -0.6Z 4.41 -7.92 
P-ibhc Sector ?12.9 715.4 175.0 135.5 121.4 111.7 94.3 107.9 125.1 150.1 94.2 -7.51 -18.11 -22.61 -10.41-1.01?-15.6? 14.41 15.91 20.51 -37.51 

Chanoes in Inventiries -1n.7 19.5 17.1 17.1 24.5 -37.0 4.5 -41.3 6.4 113.7 9.1
 

et Exports -40.9 -95.4 -79.7 2.3 	 -36.0 -65.3 -127.6 -40.0 -116.1-259.1 -6.6
 

EvvOrs of Goods and Nonfictor ervcps 017.6 690.4 5119.4693.1 674.4 643.1 566.4 13.6 571.3 476.1 731.3 -17.1 -14.3113.1 -3.41 -3.9 -12.61 17.11 -9.41 -17.51 53.1 
imports o# Goojrs4ndNonfartor SarvceS R70.5 705.3 616.6 695.3 710.4 713.9 694.0 6,6.6 692.9 735.2 737.9 -10.1 -21.51 12.31 2.11 0.5 -2.81 0.41 -0.51 6.12 0.41 

Net Factor Pavapats -47.0 -51.9 -77.7 -104.5 	 -16.3 -73.9 -72.0 -70.1 -56.5 -56.0 -51.6 -10.31-40.01 -43.92 17.41 14.41 2.61 2.52 16.61 4.32 -'.61
 

Gross National Prodict at IarketPrices 3242.4 2965.A 7774.7 2765.6 	2949.3 2919.1 2940.7 3023.5 3005.73121.0 3236.5 -3.51 -6.4?-0.3? 3.0? 2.51 0.71 2.31 2.01 1.21 3.71 

As Percent of Total 61P Contributioe toOverall G3 Gromth by Sector 

1990 1931 1982 113 1914 193 196 1917 193 199 199 sit0 32/1 33/12 14/33 65/14 36/35 G7186 03//7 3919 91 

60P a! Market Prices l04.0t 104.01 104.01 100.01 100.01 100.01 100.01 10.01t 100.02100.01 100.0 1001 tot100tool 10 1042 2002 1001 1001 100? 1001 
--..------ ..-- ..-.-----...-.--. .----. .--- ....-- -.. . ... ....... .... .... .... .... .... .... .... ....--- ....--- ....-----

Gross Domestic (.ewenitrp IOI.? 201.2? 101.01 M.U 101.21 102.21 144.7t 101.9? 103.71101.22100.21 S0 140? -34? 1539 1511 4271 17 2121 5311 -1341 

Consueptirn Evkendlturos 9.7?1".a 1. .&.6? 3.311.91.61 91.51 9 .0? 19.1 9.71t 36.2? 74? IIt 911 1441 1341 41 371 76 771 4217 
Private Sector 75.91 75.52 13.71 73.6? 74.11 75.71 74.51 73.0? 72.71 72.9? 72.11 01 21151IM1 941 130? -301 11 50 951 491 
Public Sector 17.4Z 14.51 15.31 14.91 15.71 16.41 16.91 27.01 17.11 16.01 16.01 -51 It -30? 41? 54! 971 19? 261 -191 -7 

0.'.? (.0? 0.02 0.01 0.01 0.0? 0.0? 0.01 0.0? 0.02 0.0? 01 0t 01t 02 A 02 0? at 0? 01 
et Doestic Invespent 17.5! 11.12 17.52 11.1? 12.4? 10.6 22.32 11.9? 13.11 1.52 12.1% 61 241 -13?1 1? -32Z 3601 -201 134? 4541 -1761 
Gross Fired Capital Formation 12.q 127.5111.91 10.92 10.91 11.31 12.6? 13.41 13.71 14.31 11.31 1I1 221 -1111 11 572 1402 43? 311 172 -'51 

Private Sector 5.1? 5.31 5.71 6.21 6.31 3.1? 9.51 9.9? 9.71 10.0? 1.9 10 -I 63? 3111 731 232? 26? -11 l? -711 
Public Sector 1.12 7.1t 6.21 4.71 4.2? 3.7 3.11 3.51 4.01 4.71 2.9? 61 241 -1741 -222 -17 -971 171 341 7? -52? 

Chances in Inventories -0.11 0.42 0.6? 0.4? 0.5 -!.21 0.1? -1.51 0.21 3.7? 0.31 -111 It -22? 42 -39? 2201 -631 1051 337? -tOll 

met Eoport s -1.,? -'.71 -1.01 0.1? -1.22 -2.21 -4.21 -1.9? -3.71 -9.21 -0.21 20? -40? 1341 59 -5a? -327 3? -1171 -4311 2341 

ant Services 
lmports of Goads ladN" facior 5rvices 74.12 74.0 21.72124.22 24.21 23.3? 23.01 22.51 22.0? 23.1? 22.5? 34? ot 3491 22? it -lOSt 3? -71 1272 22 

[oeorts of Wdi ionfactor 7'..'.22.91 20.1? 24.31 	 23.0? 21.61 11.1 20.6? 11.31 25.0? 72.3? 54? 40 4331 -362 -45? -4321 37? -1191 -3012 761 

NetFrtor Paro"ts -'.4 -1.7? -2.61 -3.6? 	-2.91 -2.52 -2.41 -2.3? -2.92 -2.31 -2.01
 

6r0ss Ratinal F'on-0ct 9 9 1.41 	 97.11 97.51 97.61 97.71 9.21 916.2 9351
49Naript fri.es 11. t 96.41 

. .. C. tra..e. a.............................................
. . . . . .rv....................................................... ..... .............................................
 
SweC: Cestral Rese~rve
Wt of (I Salvador.
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TAKE A.M.
 
EL SKV.VAMl GROSS SOSTIC PIOINICT -- Sector of Finaloo ad, 19M - 1991
 

Ilillival
of Collin 
 bmeal Irlih Iota
 
b. InCarrienPrices..................... ..............-....................... .....
 
................ 1930 1911 1932 1935
199319l4 M 194 1i I9 IM I9 11130 02111 13192 34113 05114 34115 $1/$3 I9,!? 39/39 9llt--- ...--- .. . -- oo .
 --- --. 
 -.... 
 oo .... .... .o. . --... 
 ----- ---.. .. ....... ----- ............--

iatmarwet Prices 891? 0646 8146 10152 11457 14331 11763 23141 27364 32230 41057 -3.o 3.7 13.n? 14.11 22.91 37.91 17.11 1@.]%17.? 217.4t 

Gross loqtac Expenditure H35 9244 9411 10702 12440 15415 23 24734 29138 35605 45641 4.41 2.51 12.91 14.31 23.3? 33.? 20.2? 17.61 22.21 29.2? 
......---.................... 
 ....................... 
 .................. -

Coauuption Ezpeda'.. 7452 8013 
 3791 9471 11054 1310 1SM 21926 25637 30373 40721 4.1 3.5? 14.3? 14.41 25.41 29.9? 2l.7? 14.9? 13.5! 31.1

Private Sector 6445 6644 6977 7871 
9114 11640 13204 18744 22153 26443 36404 3.7? 3.31 14.31 .t726.7? 30.6 23.31 132 
 19.41 37.71

Public Sector 12741 1369 1415 1607 186 222 2303 3181 3484 
 3910 4317 9.1 3.41 13.6 14.3? 18.71 24.2! 13.3? 9.5? 17.3? 9.3?
 

Net Doestic Inves!met 1183 1231 1115 12724 1394 15 4 2619 
 2861 3501 5232 4920 4.1? -3.2? 3.2? 13.9? 11.51 69.51 9.7! 22.4! 49.41 -6.01
 
Gross Fired Captil Foreation 12I0 1171 1130 
 1180 1334 1723 2514 3159 3456 42913 434 -3.11 -3.71 4.4? 13.21 
29.0? 50.51 21.3 9.4? 24.2? 12.4?
 
Private Sector 575 539 
 35 716 "1 1251 2091 2431 2607 1169 3904 -6.21 3.51 22.3! 23.0! 42.0? 67.2? 15.61 5.11 21.61 23.21Public Sector 436 634 543 
 464 455 473 502 471 343 1124 930 -0.3?-14.11 -14.3?-1.91 3.31 6.31 34.8 25.31 12.51-17.31
 

Changes in Inventories 
 -27 59 36 44 59 -149 26 -297 45 933 87
 

we! Exports 
 02 -597 -510 -530 -791 -104 -165 -14446-1772 -3375 -4584 
--------- ---- ----__-------- ---- ---- ---- ---- ---- ---- ----

Exports of Goods and oNfactor Services 3046 2307 2042 2486 2536 3199 43 4395 4327 4261 4528 -24.3?-1i.5?21.7? L.0! 26.2? 52.4! -9.9? -1.5? -1.5?51.21
Inlaorts eflfiactor 794
oa 604s ad Services 7904 25531 3036 3327 4233 5740 6040 6099 7636 11113 -2.0!-12.11 13.91 9.41 23.91 
34.0! 5.2? 1.0! 25.21 45.51
 

Net Fctor Payents -127 -149 -229 -370 -343 -334 -472 -25 -509 -560 -730 -16.61 -53.9 -41.6 7.3? -3.2? 33.41 -11.1? 3.0!1-11.61-70.51
 

Gross Wationjl Product at NarbltPrices 11789 8499 8317 9732 11314 13977 1291 22416 24351 31462 40327 -3.3? 12 .12.01 15.7!21.51 30.0? 17.2? 19! 17.9? 27.4?
 
-- ------- ----- -- ---- ---------------------------------...............
 

As percent of Total lOW 
 Contribution to Overall GOP Growth by Soctor 
-

1998 191 1982 11113 1914 193 196 1917 191 2I9 90 11S0 32181 13132 34113 35184 6185 97186 31807 37/86 111 

GOP atHarlet Prices it1).oI 100.0!100.0!200.01 100..1 100.01 100.0?200.0!200.0?100.0?100.0! 1 20t? 10lo 100? lo0! loot I0CA 0loot loI lot 

----- ---_----------------------------------------------------------------------------------------

Gross Domestic Expenditure 99.1 106.9?105.7? 10.4! 10.11 107.4! 104.41 107.11 104.51 110.51 111.21 -1511 73! 1031 1111 II1 941 123! I01? l;3' 114? 

Consumtion Expenditures ---------------- ----------------------------------------------------------- --- ----- -- --- -95.91 92.71 92.3! 13.4! 94.3? 96.7? 91.1? 94.71 93.71 94.2! 9".2? -134! 171 100! 105t 1051 761 1161 99! 971 1171PriviteSerlor 71.0 74.8? 14.1 7.3? 7.6! 1.71 76.9i 3.0? 30.91 82.0? U.It -9? 73? 
841 37? 92! 66 105z lt 90! IIM?
 

_----------------------------------------------------------------------------


Public Sector 14.0! M.t 15.8 1I.3? 14.0! 13.15 14.2? 13.71 12.71 12.2? 10.5! -451 141 16 171 131 II 111 7! 91 it 

Net Ioestic lvesteewnt 
gross Flrd Ciaital Foriation 
Private Seoor 
Public Sector 

chanes in Inventories 

I'.I 14.2? 3.21 12.11 
13.4! 21.6 12.61 11.6 
4.41 6.7? 6.5? 1.0! 
1.11 1.1! 4.11 4.4? 
-1.!% 0.71 0.6 0.41 

12.01 10.1 
11.3? 12.01 
7.6 3.7? 
1.91 3.31 

0.5? -.21 

13.31 
13.11 
1o.6 

2.5! 

0.11 

12.4! 12.31 14.2? 
13.61 12.61 13.31 
10.71 9.51 9.0! 
2.Z 3.1? 1.51 
-1.3? 0.2? 2.9? 

2.0! 
11.31 
9.31 

2.3! 

0.2! 

-181 -141 3? 
41 -14! 4? 
II! 24? Il1 
It -281 -71 

-321 -1? -I 

Il1 
1O1 
11 

-I1 

It 

6 
14? 
24? 

It 

-9! 

20? 
161 
151 

It 

4? 

7! 
17! 
2 

51 

-Il! 

15 
71 
31 

4! 
9! 

3I -4? 
17! 6 
121 9! 
6? -21 
IA? -In? 

.Nt Exorts 11.91 -6.9 1-5.1 -3.4? -4.31 -7.61 -4.4! -7.11 -6.31-10.5! -I1.21 2511 271 -31 -24? -it 4! -21 -1 -11 -4! 
-------------.--------- -

('ports of 64s and Ilonfictor
Srvi.-. ' 24.! 21.1! 22.3? 24.71 19.01 1.1 1.2? 13.91 2741 -3 37? 
 It 25! 3s! -In? -2? -i! .46!
lIoartf,of Gods andWonfictor Servir-s . b.5I 29.91 2.51 29.11 29.01 26.1! 22.3! 21.71 27.11 221 -110? 
411 191 361 271 91 It 2 1 191 

Net Fictor Plents -2.4!-I.7! -2.6 -3.61 -2.9? -2.31 -2.41 -2.1! -1.9! -1.3! -1.31 

Irosi NAtional Pro4.1ctitHaret Prices 94.41 90.11 17.41 96.41197.11 9i.3! 97.4? 97.71 9i.t 93.7? 9.2?
 
S----------------------------------------------------------------------------------

Sourre- rontral R-6ervP taok of Fl Salvador.
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Table A.3
 

El Salvador:
 
Urban Work Force
 

By Sex and Economic Sector
 
(Number of persons)
 

TOTAL 	 HALE FEMALE
 

1988 1990 1988 1990 1988 1990
 

a. TOTAL 	 739491 926478 463271 542791 276220 383687 

Agriculture 69998 80212 59380 67315 10618 12897
 
mining 342 734 342 636 0 98
 
Industry 164252 213145 100929 120033 63323 93112
 
Electricity, gas, water 527 5838 5037 5482 199 356
 
Construction 52206 63540 50771 61397 1435 2143
 
Commerce 182338 253637 67824 93382 114514 160255
 
Transport. and Coemun. 41916 50631 37842 47441 4074 3190
 
Financial Establish. 22607 24890 13843 15198 8764 9692
 
Services 176628 208667 113958 123486 62670 85181
 
Other 23968 25184 13345 8421 10623 16763
 

h. 	FORMAL SECTOR 462118 441437 316441 294390 145677 147047 

------------------ ....-- -------- -------- -----w ----------------
Agriculture 43954 36485 34464 27720 9490 8765 
Rining 250 516 258 418 0 98 
Industry 100388 106654 66341 69891 34047 36763 
Electricity, gai, water 5070 5426 4871 5148 199 278 
Construction 35408 31164 34168 29526 1240 1638 
Commerce 59490 62811 33647 35767 25843 27044 
Transport. and Comoun. 25740 22185 21889 19681 3851 2504 
Financial Establish. 21809 22743 13124 14025 8685 8718 
Services 146033 153453 94334 92214 5169 61239 

Other 23968 0 13345 0 10623 0 

c. INFORMAL SECTOR 1/ 277373 485041 146830 248401 130543 236640
 
----------- ------- -------- -------- -------- -...---------


Agriculture 26044 43727 24916 39595 1128 4132
 
Rifing 84 218 14 210 0 0
 
Industry 63864 106491 34588 50142 29276 56349
 
Electricity, gas, water 166 412 166 334 0 78
 
Construction 16798 32376 16603 31871 195 505
 
Commerce 122848 190826 34177 57615 88671 133211
 
Transport. and Commun. 16176 28446 15953 27760 223 686
 
Financial Establish. 798 2147 719 1173 79 974
 
Services 30595 55214 19624 31272 10971 23942
 
Other 0 25194 0 8421 0 16763
 
----------- W------------------------------------------------------
11 Doestic Service isnot included.
 

Source: Household Survey, Ministry of Planning.
 



Table A.4
 
EL SALVADOR:
 

URBAN LABOR MARKEr
 
1988-1990 l/
 

(Numbers of Persons ana Peroentages)
 

1988 1990 

Working Age Population (WAP) 2/ 1,657,282 1,787,896 
Eanically Active Population (EAP) 790,568 982,802 

716,473 884,921Total Empl yment 
623,263 794,074Population Fully Emfployed 

Visible Under Employment 3/ 93,210 90,847 
74,095 97,881Unemployment 
50,127 72,735Separated 
23,968 25,146New Entrants 

(EIP) 866,714 805,094Economically Inactive Population 
418,329 409,769
Students 

326,826 275,467
Homemakers 

16,573 17,823
Retirees 

76,444 86,994Disabled 
28,542 15,041others 

90.6% 90.0%Employment Rate 
11.8% 9.2%Underemployment Rate 
78.8% 80.8%Full Employment ate 
9.4% 10.0%Open Unemployment Rate 

52.3% 45.0%Inactive Rate (EIP/WAP) 
47.7% 55.0%Participation Rate (EAP/WhP) 

Souroe: Ministry of Planning, Household Surveys. 

l/ Surveys conducted during January throvi:h June of each year. 
2/ Population aged 10 and above. 

hose working less than 35 hours per week and seeking full time_/ 
employment. 



---------------

Table 1.1
 
El Salvadort
 

Consuser Price Index
 
ly Major Category
 

Heights 1985 1986 1987 1988 1989 1990
 

(December 1978,100)
 

i.Period Averages
 

Seneral 100.0 252.9 333.6 416.6 498.9 596.9 727.8
 
-- - ----- ---------- - - . . ----- -----


Foodstuffs 50.1 260.9 344.0 431.3 559.1 708.9 891.7
 
Housing 23.5 259.1 338.4 422.0 453.1 463.7 598.4
 
Clothing B.3 269.8 364.2 427.3 458.6 489.9 551.9
 
Miscellaneous 18.1 214.7 284.9 363.6 412.9 454.9 535.2
 

I. End of Period
 

General 286.7 373.7 447.0 528.5 652.6 778.9
 
------ -----........... . -----... ---.....
 

Foodstuffs 294.2 383.2 469.5 613.2 813.0 965.4
 
Housing 296.2 373.5 448.3 450.2 479.9 615.2
 
Clothing 302.9 410.6 445.0 470.9 517.3 571.1
 
Miscellaneous 246.3 323.4 383.7 422.1 494.4 569.2
 

(Annual percentage changes)
 

1.Period Averages
 

General 2.3 31.9 24.9 19.9 17.6 24.0
 

------ ---- ---- ---- ---- ...
 

Foodstuffs 19.9 31.9 25.4 29.4 27.0 23.8
 
Oousing 32.6 30.6 24.7 7.4 2.3 26.9
 
Clothing 24.4 35.0 17.3 7.3 6.3 12.6
 
Miscellaneous 18.4 32.7 27.6 13.6 10.2 17.7
 

I. End of Period
 

Seneral 31.9 30.3 19.6 18.2 23.5 19.3
 
------- .... w..- ---- ---- ---- ----


Foodstuffs 27.5 30.3 22.5 30.6 32.6 19.7
 
Housing 46.1 26.1 20.0 0.4 6.6 29.2
 
Clothing 31.9 35.6 8.4 5.8 9.9 10.'
 
Miscellaneous 26.9 31.3 18.6 10.0 17.1 15.1
 
oure n Drtore ttcs------------------------------------

Source: General Directorate of Statistics and Census 
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Table 1.2
 
El Salvador:
 

Consumer Price Index
 
Annual, Quarterly and Monthly Rates of Change
 

1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1999 199C
 

a.Annua! Percent Change-- Period Average I/
 

Annual 15.9 17.3 14.8 11.7 13.1 22.3 31.9 24.9
11.7 19.9 17.6 24.0
 

Quarter! 18.0 14.0 18.7 11.0 12.7 13.2 32.4 28.9 17.0
14.6 19.5 26.4

Quarter 11 16.3 18.5 15.1 11.5 10.9 19.7 32.6 27.9
14.3 20.1 14.1 28.2

Quarter 111 13.9 19.1 13.4 11.4 14.3 25.5 32.3 23.0 17.7
9.4 20.9 22.0

Quarter IV 15.4 17.6 12.5 13.0 14.5 31.3 30.6 20.6 21.5 20.1
9.0 18.6 


b.12-Month End-Of Period Percent Change 2/
 

January 15.9 13.5 19.8 15.2 13.1 11.2 31.7 30.9
14.7 19.1 17.0 25.7
February 18.2 13.1 19.9 10.1 12.9 14.5 13.4 33.1 27,4 19.9 17.7 26.0
 
March 20.2 15.4 16.6 11.6 12.1 14.6 14.9 32.2 28.4 
 19.6 16.3 27.5

Aoril 18.0 17.3 15.9 11.3 10.7 15.8 16.2 32.7 29.4 
 19.0 13.7 29.7
 may 16.6 18.6 14.6 11.6 10.9 14.6 18.1 33.1 29.0 20.1 13.2 298e
 
June 14.3 19.6 14.9 11.6 11.4 12.6 21.8 32.1 26.4 21.2 15.4 26.1

July 12.2 21.0 13.2 11.0 12.8 11.3 23.8 31.0 25.8 24.2 13.7 24.5
August 13.6 13.7 15.4 25.1 22.2 19.6
19.8 !0.6 9.1 33.3 19.6 20.7
 
September 15.9 16.5 13.3 12.6 14.7 27.4 32.7 21.2 19.8
7.8 19.0 20.8

October 15.6 17.2 12.9 12.5 14.4 30.5 31.7 21.1 20.0
7.7 19.4 20.1
November 15.8 17.1 12.8 12.9 14.2 31.5 29.8 .21.2 21.1 21.1
9.3 18.0

December 14.8 !i.6 11.6 13.4 14.7 31.9 30.4 19.6 23.5 19.3
9.8 18.2 


c.Moving 12-Month Period Average Percent Change 31
 

January 15.7 17.9 14.1 11.9 13.3 11.4 24.0 31.9 
 23.9 19.6 1P.4

February 15.2 18.4 13.3 12.1 13.4 11.4 25.7 31.3 
 23.3 19.4 19.1

March 14.9 18.5 12.9 12.1 13.6 11.4 27.1 
 31.0 22.6 19.1 20.1

April 14.9 18.3 12.6 12.1 14.0 11.5 28.5 30.7 
 21.7 18.6 21.4
 may 15.1 18.0 12.3 12.0 14.3 11.9 21.7 30.3 21.1 18.0 22.7
 
June 15.5 17.6 12.0 12.0 14.4 12.7 30.6 29.8 20.8 17.5 23.6

July 16.3 16.9 11.9 12.1 14.3 13.7 31.1 29.3 20.7 16.6 24.5
Aujust 16.8 16.4 11.6 12.5 13.7 15.1 31.0 28.4 
 20.5 16.7 24.5
 
September 16.9 16.1 11.6 12.7 
 13.1 16.7 32.2 27.4 20.3 16.8 24.5

October 16.9 15.7 11.5 12.9 12.5 18.6 
 32.3 26.5 20.2 16.9 24.4

November 17.0 15.4 11.6 13.0 12.1 20.5 32.1 
 25.8 19.9 17.2 24.4

December 17.3 14.8 11.7 13.1 11.7 22.3 31.9 24.9 
 19.8 17.6 24.0
 

d.Monthly Percent Change
 

January 1.5 0.4 1.5 1.0 
 0.7 0.7 2.0 1.9 2.1 1.7 0.6 2.4
February 1.9 1.6 1.6 0.6 0.4 0.2 2.3 3.4 
 0.7 1.4 1.9 2.2
 
March 1.5 3.6 0.8 2.1 1.4 
 1.5 2.0 2.1 2.9 2.7 1.5 .8AoriL 0.6 2 1.6 1.3 0.0 1.0 2.2 2.6 
 3.3 2.8 0.5 :.2


,ay.O . 0.; 1.2 1.3 0.3 1.9 2.2 1.1 2.0 1.5 0.9 
June 0.3 1.2 1.5 1.5 2.0 0.2 3.3 2.6 1.3 2.2 4.2 2.1July 1.1 2.3 0.8 0.3 1.6 
 0.5 2.2 1.3 0.8 3.3 1.8 0.5

August 1.2 0.2 0.6 0.2 2.5 0.5 1.5 
 3.3 0.4 -3.4 1.6 -1.6

September 3.9 1.0 0.6 2.4 1.7 
 0.5 2.5 2.0 1.1 0.6 0.9 0.9
 
October 0.3 0.9 0.6 0.5 0.3 0.1 2.5 1.8 1.7 2.1 2.2 1.6
November 0.5 0.5 0.3 0.7 0.6 2.1 2.9 
 1.5 1.5 0.3 1.2 2.0
December 0.2 1.4 0.4 0.9 1.3 2.1 2.5 1.2 3.4 1.9
1.8 1.3 


Source: 6eneral Directorate of Stahstics and Census.
 

I/ Quarterly fi ues reporsent change from same quarter of revious year.

2/ Chanoe inindex of indicated month comoared to same mon h of previous year.

3/ Chanie in averace oi nde; for twelve-month period ending vith indicated month compared to preceeding


tuelie-month oerio.
 



Table 1.3
 
El Silvador:
 

Consumer Price Index
 
Annual, Quarterly and Monthly Indices
 

(December 1978 a 100)
 

1979 1980 1981 1982 1993 1984 1985 2986 1987 1988 1989 1990
 

Annual 109.69 127.55 146.44 163.60 195.07 206.74 252.86 333.64 416.56 499.91 586.92 727.75
 
..... ------ .. ... - - ------ ------ .o. 0... . ----o ------ ------ ------ ---- - - ---


Quarter I 103.34 117.94 139.93 155.29 174.98 200.57 227.00 300.45 387.07 462.71 541.42 684.32
 
Quarter II 106.45 126.16 145.24 161.99 179.62 205.30 243.69 323.21 413.40 496.56 566.63 726.33
 
Quarter I1 110.47 131.52 149.14 166.17 189.90 207.75 260.64 344.95 424.36 513.08 603.76 736.35
 
Quarter IV 114.49 134.66 151.43 171.05 195.79 213.31 290.12 165.93 441.40 523.29 635.88 764.00
 

January 101.54 215.26 138.13 153.57 173.71 199.29 221.55 291.78 381.55 454.37 531.74 668.16
 
February 103.45 117.05 140.30 154.53 174.41 199.74 226.56 301.66 384.18 460.59 542.07 682.92
 

105.04 121.22 141.36 157.76 176.83 202.68 232.88 307.92 395.49 473.18 550.45 701.97
March 

April 105.65 123.93 143.69 159.86 176.89 204.79 237.98 315.86 408.68 486.45 553.10 717.45
 
y 106.70 126.52 144.96 161.72 179.23 205.39 242.54 322.74 413.02 496.15 561.50 723.21
 

June 107.01 128.02 147.07 164.09 192.73 205.73 250.55 331.04 418.50 507.09 585.30 739.34
 
July 108.21 130.95 148.28 164.64 185.70 206.71 256.01 335.35 421.77 523.95 595.80 741.85
 
August 109.4 131.16 149.13 164.99 190.34 207.72 259.76 346.34 423.28 506.08 605.21 730.27
 
September 113.72 132.45 150.01 168.89 193.66 208.83 266.15 353.17 428.03 509.20 610.26 736.92
 
October 114.01 133.60 150.90 169.76 194.20 209.11 272.94 359.38 435.37 519.77 623.75 748.96
 
November 114.62 134.23 151.38 170.95 195.30 213.53 280.95 364.68 441.87 521.56 631.35 764.29
 
December 114.84 136.15 152.01 172.44 197.87 217.30 286.68 373.74 446.96 528.53 652.55 778.76
 

--- - -- - - -- - -m- -- - - - --D ---- *- m--- - - - - - - - -------------- - - - - - - - - - - - - - - -------* m -- - -- -


Source: general Directorate of Statistics and Census.
 

1/Annual and quarterly figures are period averages.
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TABLE 0.4.a.
 
EL SALVADOR: SROSS DOMESTIC PRODUCT DEFLATORS --By Sector of Origin, 1980-1990
 

1990 1981 192 1993 1984 1985 1986 1997 1988 1989 1990
 

a. Deflators 1962 z 100
 

6DP at Market Prices 271.1 286.6 314.9 353.7 397.1 478.7 656.0 748.0 970.5 1014.5 1249.9
 
-- ------ .. -


Prisary Production 294.9 267.7 276.9 297.9 309.9 352.4 552.2 437.9 525.4 519.7 590.4
 
.. .. .- .. --
 .. -------------------
Agriculture and Reated Sectors 294.9 267.4 276.5 297.3 309.9 351.5 551.5 435.3 522.3 515.3 58c.5
 

Mining 299.7 328.9 357.9 410.9 478.9 544.7 614.6 865.9 1000.0 1187.8 1453.3
 

Secondary Production 228.4 254.2 290.5 314.1 357.8 433.5 549.3 695.5 776.7 914.8 1158.7
 
-------------------.. .. ... - .------

Manufacturing 220.5 258.9 297.4 320.5 369.7 455.1 594.1 743.4 857.9 1016.1 1292.6 
Construrt:on 274.6 301.4 332.5 372.5 409.9 480.7 586.4 683.1 725.9 047.1 1058.0 

------ --------...- ... -----


Utilities 179.9 187.1 200.1 232.7 261.3 296.7 361.1 421.0 445.3 499.6 619.3
 

Services 279.8 312.1 351.2 400.5 459.6 561.7 755.2 922.5 1072.6 1287.7 1605.7
 

Transportion and Communications 161.8 190.3 214.9 240.9 273.7 343.0 454.0 579.7 645.7 749.1 943.9
 
Commercial Services 326.0 381.2 446.0 524.9 614.9 796.3 1145.9 1461.2 1743.9 2Oq5.5 2676.0
 
Financia: Services 294.2 317.1 335.9 362.5 393.3 430.4 541.3 599.8 716.2 807.1 929.2
 
Housinc 295.3 307.9 343.0 383.9 442.4 517.6 648.7 796.0 995.6 1210.0 1476.2
 
Public'Administration 268.1 272.7 294.6 321.3 355.3 389.4 .459.5 493.3 515.5 592.9 673.2
 
Other Services 257.0 303.2 353.1 415.1 490.5 636.9 89.6 2117.0 1324.0 1580.6 1993.1
 

b. Annual 6routh Rates
 

6OP at Market Prices 5.72 9.9% 12.31 12.3. 20.61 37.02 14.0? 16.41 16.51 23.2%
 

Primary Production -9.21 3.4? 
----

7.61 4.01 13.9? 56.7? -20.7? 20.01 -1.22 13.6? 
oo.. ------------- -------------------------

Agriculture and Related Sectors -9.31 3.42 7.52 3.9? 13.8 56.9? -21.12 20.02 -1.4? 13.6?
 
mining 13.52 8.9? 14.8 16.62 13.72 25.7% 26.52 15.51 18.8 22.42
 

Secondary Production 11.32 10.32 12.01 13.9? 21.2? 26.7? 24.82 13.32 17.9? 26.72
 
-------------------------- . -- -------- . ----
- .. ---- ..- ----


Manufacturing 13,31 11.01 11.5 15.41 23.1 29.3% 27.3? 15.41 1.41 27.2%
 
Construction 9.8 10.32 12.0 9.8 17.62 22.02 16.5? 6.3? 16.71 24.92
 
Utilities 4.62 6.92 16.32 12.32 13.51 21.71 16.62 5.8 12.22 24.0?
 

Services 11.62 12.5? 14.02 14.9? 22.2? 34.41 22.22 16.3? 20.1? 24.71
 
....... -------- ----


Transportion and Cmunications 17.6% 13.01 12.0? 13.72 25.32 32.4? 27.71 11.4? 16.0? 26.0?
 
Commercial Services 16.9? 17.0? 17.72 17.1 29.52 43.91 27.52 19.3? 20.21 27.7?
 
Financial Services 7.8 5.9? 7.9? 9.5? 9.4% 25.8 10.8 19.4? 12.7? 15.0?
 
Housino 4.2? 11.5? 11.9? 15.21 17.01 25.31 22.7? 25.1? .5% 22.0%
cub! sra.o 1.71 e.01 q.11 10.6% 9.61 16,0% 7.31 4.," . .5 
Other Se'vices 18.01 16.5? 17.52 18.21 29.9? 39.7? 25.6? 18-i- :9.41 2.1% 

S--------------------------------------------------------------------------------
Source: Central Reserve Oank of El Salvador.
 



TAILE 9.4.b. 
EL SALVADOR: GROSS DOMESTIC PRODUCT DEFLATORS -- by Sector of Final Desand, 1980 - 1990 

1980 1981 1982 1993 1984 1995 1986 1987 1989 1999 1990 
....................................................................................... 

1) Deflators (1962 a 100) 

6DP at Market Prices 271.1 296.6 314.9 353.7 397.1 478.7 656.0 748.0 970.5 1014.5 1249.9 
..... o.O. .o. .. .* ---- ....* ---- ---- .- .. .... .... .... *.. .0. 

Gross Domestic Expenditure 265.3 297.0 329.5 373.1 418.9 503.8 656.9 786.0 893.9 1036.2 1396.6 

Consumption Expenditures 262.2 295.0 329.0 372.9 419.3 505.3 653.6 797.2 909.0 1066.2 1406.8 
Private Sector 256.6 291.6 329.9 372.4 422.2 517.2 677.4 829.7 969.8 1141.7 1536.7 
Public Sector 295.3 313.0 324.8 374.8 405.5 451.0 548.9 604.9 646.4 737.9 821.5 

Net Doestic Investment 287.1 310.7 333.1 375.9 415.9 491.0 691.0 776.5 801.8 890.6 1239.0 
Gross Fixed Capital Formation 286.5 311.4 333.5 376.3 416.4 497.4 682.3 761.5 903.3 915.0 1245.9 

Private Sector 303.4 334.3 357.4 402.1 441.6 517.0 731.7 808.6 954.6 995.0 132e.6 
Public Sector 272.9 294.2 311.2 342.5 375.0 423.1 532.8 627.5 678.2 746.0 997.3 

Changes inInventories 265.7 297.9 325.7 362.8 403.4 456.5 571.1 642.5 704.7 793.7 951.6 

N e t E x p o r t s
 .
..
.. .. 

------- --- --- .0. ... ---- ---- ---- ---- ----0 O .D . ---- --... * 


Exports of Goods and Nonfactor Services 363.7 334.1 347.1 356.1 376.0 493.6 960.7 690.3 750.1 895.0 992.7
 
Imports of Goads and Nonfactor Services 337.4 369.6 414.0 436.4 469.3 5".9. 927.1 867.1 880.1 1039.6 1506.0
 

Net Factor Payments 271.1 286.6 314.9 353.7 397.1 478.7 656.0 748.0 870.5 1014.5 1246.0
 

Gross National Product at Market Prices 271.1 296.6 314.9 353.7 397.1 478.7 656.0 748.0 970.5 1014.5 1246.0
 

(2) Annual Growth Rates 

ODP at Market Prices 5.71 9.91 12.31 12.31 20.62 37.02 14.02 16.41 16.51 23.21 

..
...
...
...
...
...
...
 ..
... .


---- 0--------------- ---- . ... -. - . o .. . .... .... ---- . .o.. ... m . .
 

Gross Domestic Expenditure 12.01 10.91 13.21 12.31 20.31 30.4% 19.61 13.71 15.91 33.8 
i--------------------- iiI-I-- ---- .... ---- -- . I---- .... ---- ---- .... 

Consumption Erpenditures 12.51 11.52 13.31 12.52 20.52 29.31 20.51 15.31 17.42 31.91 
Private Sector 13.61 13.11 12.91 13.42 22.51 31.02 22.52 16.92 17.72 34.61 
Public Sector 6.01 3.81 15.42 9.21 11.21 21.71 10.21 6.91 14.12 11.31 

Net Doestic Investment 8.22 7.22 12.92 10.71 19,12 39.71 14.0: !.!% 11.12 !9.1% 
Gross Fi:ed Capital Formation 9.7% 7.11 12.81 10.71 17.01 40.01 11.6; 5.51 13.92 36.1% 

Private Se:tor 10.21 6.91 12.51 9.1 17.12 41.51 10.52 5.71 16.42 33.51 
Public Sector 7.91 5.81 10.12 9.51 12.6? 25.91 17.91 6.11 10.01 32.31 

Changes inInventories 12.12 9.31 11.4% 11.21 13.11 25.11 12.52 9.71 12.62 19.91 

Net Exports --- -. --- --- ... --- ---

Exports cf Gocds and Nonfactor Services -9.11 3.92 2.62 5.62 31.3? 74.42 -19.92 9.71 19.3% -0.31 
lports o4 Goods and Nonfactor Services 9.51 12.01 5.42 7.32 26.12 37.91 4.81 1.52 19.02 45.01 

Net Factor Pavients 5.71 9.92 12.32 12.31 20.51 37.01 14.02 16.42 16.52 22.9% 

Gross National Product at Market Prices 5.71 9.91 12.31 12.31 20.51 37.01 14.02 16.42 16.52 22.91 

Source: Central Reserve Dank of El Salvador. 



TABLE .5
 
EL SALVADCR: EICHAN6E RATE TRENDS
 

MONTHLY AVERAGE RATES
 
(colones per dollar)
 

INTER-BANK BLACK MARKET
 
1989 I/ RATE RATE
 

BUY SELL BUY SELL
 

January 5.00 5.00 5,48 5.56
 
February 5.00 5.00 5.72 5.91
 
March 5.00 5.00 5.78 5.97
 
April 5.00 5.00 5.66 5.78
 
May 5.00 5.00 5.83 5.96
 
June 5.00 5.00 6.09 6.19
 
July 6.13 6.26 6.28 6.39
 
August 6.27 6.37 6.41 6.45
 
September 6.36 6.41 6.42 6.46
 
October 6.41 6.43 6.45 6.50
 
November 6.44 6.46 6.55 6.62
 
December 6.50 6,50 6.70 6.79
 

INTER-BANK EICHANGE HOUSE SLACK MARKET 
1990 I/ RATE RATE 2/ RATE 

BUY SELL BUY SELL BUY SELL 

January 6.62 6.63 7.09 7.19 
February 6.90 6.92 7.52 7.59 
March 7.76 7.79 9.14 6.26 
April 7.77 7.80 8.01 8.13 
May 7.69 7.73 7.94 7.90 7.93 7.93 
June 7.62 7.65 7.80 7.85 7.77 7.85 

July 7.69 7.73 7.84 7.99 
August 7.79 7.03 7.96 7.90 
September 7.68 7.92 7.98 8.05 
October 7.99 9.02 8.09 8.15 
November 8.06 8.11 8.11 6.15 
December 8.07 9.13 9.09 8.14 

1/	From January 1996 to July 29, 1989 the official exchange market and the inter-bank
 
market were unified at 5.00 colones per U.S. dollar. On July 28, 1999, the
 
inter-bank market was permitted to float while the official rate remained fixed
 
at 5.00 colones per U.S. dollar. By December 31, 1989, all official transactions
 
had been transferred to the inter-bank market. On March 16, 1990, the official
 
market was reestablished at 6.9 colones per U.S. dollar. InApril 1990 foreign
 
exchange trading houses were legalized.
 

InMay, 1 0 the official rate was set as the arithmetic mean at the
 
inter-bank rate and the exchange house rate-both freely floating rates.
 

2/	Since May, 1990 exchange houses are estimated to channel most transactions
 
previously registered through the black.
 
market.
 

Source: Central Reserve Bank of El Salvador
 



Table 3.6
 
El Salvador: Real Effective Exchange Rate
 

Indices: 1980:100 

Relative Exchange Consumer 
Real Nolinil Consumer Rate in Price 

Effective Effective Prices terms of Index Consumer 
Exchange Exchange (Local U.S. (Seasonally Price 
Rate 1/2/ Rate 1/ Currencies) Dollars I/ Adjusted) Index 

1986 
I 121.265 117.827 103.050 54.271 236.515 236.52 
If 117.662 110.359 106.611 50.000 251.913 253.374 
III 124.145 111.084 111.769 50.000 269.993 270.438 
IV 130.269 1111533 116.801 50.000 288,107 296.875 

1987 
I 132.779 111.283 119.322 50.000 304.781 303.469 
I1 137.256 114.290 120.125 50.000 321.799 324.165 
I11 141.652 118.711 119.331 50.000 332.256 332.684 
IV 142.386 118.315 120.351 50.000 347.844 346.064 

1988 
1 145.801 121.631 119.979 50.000 364,217 362,762 
11 154.705 127.412 121.425 50.000 386,177 389.312 
I1 166.364 138.993 119.729 50.000 401.514 402.221 
IV 165.563 142.248 116.401 50.000 412.439 410.244 

1989 
1 152.440 133.424 114.261 44.700 426.382 424.425 
I! 153.176 133.929 114.383 43.525 440.437 444.165 
I1 155.707 134.735 115.575 41.650 472.620 473.323 
IV 162.546 143.919 112.971 41.474 501.306 498,517 

1990 
1 147.488 135.515 108.014 25.801 539.976 536.487 
II 140.886 132.889 106.017 32.905 564.615 569.387 
III 136.206 132.961 102.467 32.017 576.540 577.278 
IV 136.200 598.467 

Source: International Monetary Fund 

1/ Increase denotes appreciation. 
2/ Using seasonally adjusted price iodices. 
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TABLE C.I. EL SALVADOR: Consolidated Doerations of the Nonfinancial Public Sector
 

(Prel)
 
a. InMillions of Current Colones 1986 1987 1988 1989 1990
 

Revenue and grants 3628.9 4021.5 4057.2 4011.9 5195.6
 
------------------- ----------- ---------..
 

Current revenue 3314.4 3414.1 3514.7 3467.1 4492.5
 
Tax revenue 2746.6 2816,9 2839.3 2624.3 3694.9
 
Nontax revenue 362.4 325.7 399.0 460.5 468.0
 
Operating surplus of public
 
enterprises 205.4 271.5 276.4 182.3 319.6
 

Capital revenue 2.7 19.6 0.5 12.2 16.?
 
Foreign grants 311.8 597.6 542.0 532.6 696.2
 

Expenditure and net lending 3728.9 4089.4 4436.9 5351.9 5973.4
 

Current expenditure 2795.0 3149.9 3430.5- 3967,1 4921.7
 
Consumption and interest 2654.7 2960.3 3186.7 3616.3 4500.2
 
Current transfers 140.3 189.5 243.8 350.9 421.5
 

Capital expenditure 955.1 920.4 946.1 1295.5 1051.1
 
Fixed capital formation 752,1 849.9 946.1 1253.2 996.6
 
Capital transfers 103.0 70.5 0.0 42.3 54.5
 

Net lending 78.7 19.2 60.3 89.3 0.6
 

Current account deficit (- 519.4 264.3 84.2 -500.0 -439.2
 
---- ......-----------------------
.o. 
 ------ ---- ------....
 

Overall deficit (-I before grants -411.7 -655.5 -921.7 -1872.6 -1474.0 
-------~~---------------------- .... ------ -..------ ------

Overall deficit (- -99.9 -67.9 -379.7 -1340.0 -777.8
 
------------- ------ ---------..
 

External financing (net) 260.7 206.2 318.3 506.7 1046.4
 

Disbursements 526.5 437.9 565.6 715.0 1348.3
 
Amortization -265.8 -231.7 -247.3 -208.3 -301.9
 
Other 0.0 0.0 0.0 0.0 0.0
 

Internal financing (net) -160.8 -139.3 61.4 833.3 -268.6
 

Banking System -297.7 0.6 -156.1 838.9 4.0
 
Central Reserve Bank -285.5 138.7 -27.4 913.2 47.8
 
links -12.2 -138.1 -128.7 -74.4 -41.8
 

Bonds outside banking system 55.0 16.9 -33.2 0.2 -34.0
 
Floating debt 104.4 45.2 192.4 -209.7 -1202.1
 
Other -22.5 -201.0 58.3 204.0 961.5
 

Source : Central Reserve Dank
 



TABLE C.l. EL SALVADOR: Consolidated Operations of the Nonfinancial Public Sector
 
(Completed)
 

(Prel)
 
b. Annual Growth Rates 1986 1987 1988 1989 1990
 

Revenue and grants 10.9K 0.9K -1.1K 29.51
 
m.... . ......... ------ ------ ------ .m...
 

Current revenue 3.01 2.91 -1.41 29.31
 
Tax revenue 2.6K 0.9K -0.5 30.81
 

Foreign grants 88.51 -7.81 -1.71 30.71
 

Expenditure and net lending 9.71 8.51 20.61 11.6?
 
--------------------------- o.... .. ------. ---- - - ---


Current expenditure 12.71 8.91 15.61 24.11
 
Capital expenditure 7.61 2.9K 36.9 -10.91
 
Fixed capital formation 13.01 11.31 32.51 -20.5K
 

External financing (net) -20.91 54.41 59.21 106.51
 

Internal financing (net) -14.0K -144.41 1257.21 -132.2?
 
------------ ...------------------------------------------------------------------------

c. As percent of GDP
 

Revenue and grants 18.41 17.41 14.8K 12.41 12.7K
 

Current revenue 16.8K 14.81 12.8K 10.8K 10.9K
 
Tax revenue 13.9K 12.21 10.4K 8.8K 9.0K
 

Foreign grants 1.6K 2.5K 2.0K 1.7K 1.71
 

Expenditure and net lending 19.9K 17.71 16.2K 16.6K 14.51 
----- ---- ---- ---- -----... . . ------ ------ ------ -----o.. 

Current expenditure 14.1K 13.6K 12.5K 12.3K 12.0K 
Consumption and interest 13.4K 12.8K 11.6? 11.2K 11.0K 

Capital expenditure 4.31 4.0K 3.5K 4.0K 2.6K 
Fixed capital formation 3.8K 3.71 3.51 3.9% 2.4K 

Overall deficit (-1
 
Including Grants -0.5K -0.3K -1.4K -4.2K -1.9?
 
Excluding Grants -2.11 -2.0K -3.41 -5.8K -3.6K
 

External financing (net) 1.3K 0.91 1.21 1.61 2.51
 

Internal financing (net) -0.8K -0.6? 0.2K 2.6K -0.7K
 
. o ------------------------ ------ -- -- - -- - ...- - ... o o
 

linking System -1.51 0.01 -0.61 2.6K 0.0K
 

Source : Central Reserve Dank
 

/L 



---

TABLE C.2. EL SALVADOR: Consolidated Central Government Operations
 

.... ......................
....................................................... 


(Prel)
 

a. ImRillions of Current Colones 1984 2987 1999 198 1990 
----. --.-.--------..-----.........-.....--.--..-- ......--..----------------


Revenue and grants 3159.2 3306.2 3385.3 3132.6 4135.2
 

Current revenue 2711.7 2731.2 2728.9 2617.4 3442.3
 
Tai revenue 2537.5 2613.3 2562.5 2457.0 3302.2
 
Nontl revenue 174.2 117.9 146.4 10.4 140.1
 

Current transfers fros public 
enterprises 133.3 29.3 114.9 42.5 10.5 

Capital revenue 2.4 0.0 0.0 0.1 1.2 
Foreign grants 311.1 545.7 542.0 522.6 611.2 

Egpenditure and net lending 3433.2 3592.1 360.2 4232.6 4866.4 

Current expenditure 2567.2 2761.0 3042.2 339.4 4259.9 
Mages 1454.9 1821.0 2059.0 2427.9and salaries 1708.7 
6goods 314.3 511.3 500.3 707.0and services 449.8 

Interest 260.0 241.2 243.1 237.6 431.9
 
Transfers 465.5 362.1 444.1 551.5 693.1 

Rest of general government 216.2 232.9 238.5 309.8 403.9 
Public enterprises 176.0 42.4 113.2 50.5 75.5 
Public financial intereediaries 0.0 0.0 0.0 25.0 25.0 
Private sector 47.7 78.6 105.0 157.3 174.7 
Abroad 5.6 3.3 9.4 1.9 14.0 

Capital expenditure 601.1 703.4 538.0* 745.9 405.9 
Fixed capital formation 484.6 532.4 448.2 642.6 419.8 
Transfers 117.2 171.0 119.1 103.3 186.1 

Rest of general government 14.3 54.5 119.8 41.0 117.1 
Public enterprises 0.0 44.0 0.0 0.0 13.8 
Public financial intermediaries 101.7 45.2 0.0 9.9 13.1 
Private sector 1.2 5.4 0.0 32.4 41.4 

Net leediag to 269.2 127.4 40.0 N.3 0.6 
Rest Qf general governeent 169.0 107.4 0.0 -2.0 0.0 
hblic enterprises -2.0 1.3 0.0 1.0 0.0 
Public financial intermediaries 35.0 0.0 0.0 50.7 0.0 
Other 47.2 13.9 60.0 38.4 0.6 

Current account deficit (-1 277.1 -1.3 -198.4 -738.5 -307.1 

Overall deficit before grants -590.8 -832.3 -346.4 1572.6 -1412.4
 
---------- .--- ---- --- --- ---


Overall delicit (- -279.0 -286.6 -304.4 -1050.0 -731.2
 

External financing (net) 321.1 279.5 279.0 199.9 311.4
 
........-............... ...... ......0 ..... ...... ......
 

Disbursements 492.4 416.4 453.1 354.0 1065.7 
kortizaition I -171.5 -136.9 -175.1 -154.1 -114.3 

Internal financing (et) -42.0 7.1 24.4 350.1 -150.2 

lanking System -134.9 142.7 -162.4 915.3 203.8
 
Central Reserve lank -301.5 34.4 -49.6 88.1 244.7
 
lanks 114.6 58.3 -92.1 97.2 -57.9
 

Bonds outside banking system -51.3 4.2 -39.0 1.3 0.0
 
Floating debt 219.0 70.0 219.5 -371.6 -1023.1
 
Other -22.3 -209.1 1.3 235.1 664.1
 
..............................................---------------------------------
ItIncludes amortization of loans ohich were on lent or passed on to the rest of 

public sector. 
Source: Central Reserve lank 



---------------------------------------------------------

---------------------------------------------------------

-- ------ 

----------------- ------ ------ ------ ------ ------

------------------------------------------------ ---------

-- ------ 

TABLE C.2. EL SALVADOR: Consolidated Central Government Operations
 
(Completed)
 

b. Annual Growth Rates 1986 1987 1988 1989 1990
 

Revenue and grants 39.02 4.71 2.41 -6.01 29.91
 
----------------- --------------...------


Current revenue 42.71 0.71 -0.12 -4.11 31.52
 
Tax revenue 41.41 3.0% -1.92 -4.11 34.42
 
Nontax revenue 64.8 -32.32 41.11 -3.61 -12.71
 

Foreign grants 109.12 75.02 -0.72 -3.62 30.32
 

Expenditure and net lending 34.52 4.52 2.72 14.71 15.02
 

Current expenditure 31.12 7.62 10.22 11.71 25.42
 
Wages and salaries 16.52 17.32 6.62 13.11 17.92
 
Goods and services 56.02 16.91 13.72 -2.22 41.32
 
Interest 47.12 -7.22 1.12 18.01 50.22
 
Transfers 63.92 -22.21 2C.71 19.32 25.71
 

Capital expenditure 7.71 16.92 -16.42 26.92 -18.81
 
Fixed capital formation 15.92 9.92 -12.12 37.22 -34.71
 
Transfers -16.62 45.92 -29.9Z -13.92 80.22
 

Net lending 573.01 -52.62 -53.02 47.22 -99.31
 

External financing (net) 35.92 -13.02 -0.52 -28.12 340.92
 
Internal financing (net) -188.21 -116.92 271.82 3120.12 -117.71
 
Ranking System -171.92 -176.42 -213.82 -706.71. -78.81
 

c. As Percent of GOP
 

Revenue and grants 16.02 14.32 12.41 9.91 10.12
 
----------------- -----------..------ ----


Current revenue 13.72 11.82 10.02 8.12 9.42
 
Tax revenue 12.82 11.31 9.42 7.62 8.01
 

Foreign grants 1.61 2.41 2.01 1.61 1.71
 

Expenditure and net lending 17.42 15.51 13.52 13.11 11.91 
-------- ----------- ------ ------ ------....------
Current expenditure 13.02 11.92 11.1 10.52 10.42 

Wages and salaries 7.42 7.42 6.72 6.42 5.91 
Goods and services 1.92 1.92 1.91 1.61 1.72 
Interest 1.32 1.02 0.92 0.92 1.12 
Transfers 2.42 1.62 1.72 1.71 1.72 

Capital expenditure 3.02 3.01 2.12 2.32 1.51 
Fixed capital formation 2.5Z 2.32 1.71 2.01 1.02 
Transfers 0.62 0.71 0.42 0.32 0.51 

Net lending 1.42 0.62 0.22 0.32 0.02 

Current account deficit -) 1.42 0.02 -0.72 -2.32 -2.02
 
Overall deficit -)
 
Excluding Grants -3.02 -3.62 -3.12 -4.92 -3.42
 
Including Grants -1.42 -1.22 -1.12 -3.32 -1.82
 

External financing (net) 1.62 1.21 1.01 0.62 2.12
 
Internal financing (net) -0.21 0.02 0.12 2.62 -0.41
 
Ranking System -0.91 0.62 -0.62 3.12 0.52
 

........................................-------------------------------------.
 
/IIncludes amortization of loans which were on lent or passed on to the rest
 

of the public sector.
 
Source: Central Reskrve Bank
 



TABLE C3EL SALVADOR: Central Government Revenue and Grants by Category
 
(Inmillions of colones) 

(Prel) 

1986 1997 1989 1989 1990 

Total revenue and grants 3159.2 3306.2 33.8 3192.6 4135.2 

Current revenue 2711.7 2731.2 2729.9 2617.4 3442.3 

Tax revenue 2579.3 2588.2 2531.9 2457.4 3246.0 

Direct taxes 525.7 711.1 739.0 758.1 904.5 
Income tax 432.8 560.5 560.7 581.4 719.6 

Personal 183.3 19.1 211.1 252.7 

Corporate 200.6 316.5 349.6 328.7 
Other 48.9 44.9 0.0 0.0 0.0 

cailth tax 57.1 109.6 119.8 118.9 123.7 

Property transfer tax 35.8 42.0 58.5 57.8 61.2 
Taxes on foreign trade 1168.4 701.5 592.2 445.5 700.5 

Import taxes 204.1 259.6 214.3 312.8 442.8 

Export taxes 964.3 442.9 377.9 132.7 257.7 
Of uhich: on coffee 955.1 431.7 368.3 123.9 255.7 

Taxes on domestic transactions 885.2 1175.6 1200.7 1253.8 1641.0 

Liquor and beer 108.5 123.1 123.4 141.2 174.4 
Cigarettes 78.6 94.1 113.6 101.5 101.6 

Sugar 3.1 2.7 5.5 4.7 108.0 
Petroleum products 28.9 33.1 34.4 40.5 34.4 

Selective consumption tax 20.9 26.3 20.3 4.5 0.0 

Other consumption tax 37.8 122.3 134.1 137.0 95.4 

Stamp tax 550.2 703.0 707.1 764.0 1030.8 
Automobile registrations 15.7 17.7 18.8 18.5 17.6 
Other tes 41.6 52.6 43.5 41.9 78.8 

Nontix revenue 174.2 117.9 166.4 160.4 140.1 

Transfers from private sector 

(fees,fines, etc) 28.4 32.1 66.3 45.4 45.5 

Income from public service 97.8 3.3 33.1 31.5 39.8 
Sale of goods and services 29.9 17.3 26.3 28.3 34.5 

Interest, rent, and dividends i.7 22.4 23.0 36.5 13.7 

Other 4.5 7.8 17.7 18.7 7.6 

Adjustment for taxlinterest arrears -41.8 25.1 30.6 -0.4 56.2 

Current transfers from public enter

prises (public enterprises profits) 133.3 29.3 114.9 42.5 10.5 
-------------------------- l----- -- .... I ! ....i l -- --l 

Capital revenue 2.4 0.0 0.0 0.1 1.2 

Foreign grants 311.9 545.7 542.0 522.6 691.2 

Of uhich: AID 311.9 545.7 472.0 522.6 681.2 

Source: Central Reserve lank of El Salvador; Ninistry of Finance,
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Table D.1.
 
El Salvador: Monetary Survey
 

(Continued)
 
1999'I 9'I 

Dec. March June Sept. Dec. March June Sept. Dec. 

I (Inmillions of colones) I 
Liabilities to private sector (3)1 7455.1 ! 7235.8 7442.7 7535.9 8290.9 
 8725.9 9174.0 9602.3 10706.9
 

-I-----------------------------
Money Supply (M2 - ---6961.9 
 695.2 7030.5 7059.9 7774.0 8150.7 931.7 8774.9 9894.5
 
Basic money Supply (MI) 2742.7 ! 2640.1 
 2643.7 2536.4 3163.4 3258.3 3055.7 3040.8 3969.6
 

Currency incirculation 
 1326.2 1230.6 1304.4 1241.9 1727.1 ! 1501.6 1479.0
Sight deposits 1461.1 1956.3
1416.5 ! 1417.5 
 1339.3 1294.5 1436.3 1756.7 1576.7 1579.7 2013.3
If 
guasi-money 
 4219.2 4177.1 4386.8 4523.5 
 4610.6 ' 4992.4 5276.0 5734.1 6024.9 

Time and savings deposits 4004.0 ! 4039.9 4238.9 4373.3 4468.6 4747.8 5100.3 5556.0 5885.7
Trust funds 
 135.2 ! 138.3 147.9 150.2 
 142.0 144.6 175.7 178.1 139.2
 
Other 
 493.2 ' 430.6 412.2 476.0 516.9 ! 575.2 842.3 827.4 914.4 

Foreign currency deposits 274.0 ' 200.9 194.9 242.8 276.2 ' 369.4 593.2 590.0 579.6Import deposits 18.4 ! 10.8 8,6 6.2 5.5 ; 4.9 51.2 55.3 36.9
Bonds 
 154.0 ' 164.1 157.2 174.1 182.3 * 148.0 145.0 139.2 138.0
Private capital 
 46.8 I 46.8 4.5 52.9 52.9 52.9 52.9 52.9 59.9I

Nemorandum: Exchange rate for Central Bank 
 5.0 ! 5.0 5.0 5.0 5.0 7.25 7.5 7.75 8.0Exchange rate for Commerc. Banks 5.0 ' 5.0 5.0 5.0 6.5 7.25 7.5 7.75 8.0
 

I 
 As percent of ) I
Money Supply (02) 93.4 ' 94.1 94.5 93.7 93.8 ! 93.4 90.9 91.4 92.4
 

lasic money Supply (N) 
 36.8 ! 36.5 35.5 33.7 38.2 ' 37.3 33.3 31.7 36.1 
Currency incirculation 17.8 17.0 
 17.5 16.5 20.8 ' 17.2 16.1 15.2 17.3Sight deposits 
 19.0 !I 19.5 18.0 17.2 17.3 20.1 17.2 16.5 18.8i 

huasi-money 
 56.6! 57.6 
 59.9 60.0 55.6 56.1 57.5 59.7 56.3
 
Time and savings deposits 
 34.8 ! 55.7 57.0 58.0 53.9 54.4 55.6 57.9 55.0
Trust funds 
 1.9 1.9 2.0 2.0 1.7 ' 1.7 1.9 1.9 2.3
 

I I
Other 
 6.6 ! 5.9 5.5 6.3 6.2 ' 6.6 9.2 8.6 7.6 
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Table 0.1.
 
El Salvadort Monetary Survey 

(Completed) 

1989 1990 ' 1 9 8 9 1 9 9 0 

Dec. Dec. March June Sept. Dec. March June Sept. Dec.
 

I a 

(Annualized growth rates) 21
 
I I 

Liabilities to private sector (M13)1/ 11.2 29.2 -10.3 10.7 5.1 46.5 22.7 22.2 20.0 54.7 

Money Supply (2) 11.7 27.3 -7.6 12.6 1.7 47.0 20.8 9.2 23.0 61.7 

Basic Honey Supply IN) 15.3 22.3 -13.1 -0.7 -15.3 142.0 12.6 -22.6 -1.9 162.2 

Currency incirculation 30.2 7.5 ! -25.9 26.2 -17.9 274.0 ' -42.9 -5.9 -4.8 160.5 
Sight deposits 1.4 C -20.3 51.6 -35.1 163.9
40.2 C.3 -12.7 123.8 0.8 


a a 

Quasi-money 9.3 30.7 ' -3.9 21.6 13.1 7.9 26.8 35.2 39.5 21.9 

Time and savings deposits 9.4 31.7 -4.4 21.3 13.3 9.0 ! 27.4 33.2 40.8 25.9
 
o I 

a 
(Flows inmillions of colones) 

a 

Liabilities to private sector (H31 11 835.8 2418.0 ! -199.3 184.9 93.2 755.0 ' 435.0 448.1 428.3 1106.6 

Money Supply (W2) 812.1 2120.5 ! -136.7 205.3 29.4 714.1 376.7 181.0 443.2 1119.6 

Basic Money Supply ("l) 420.7 706.2 -94.6 -4.4 -107.3 627.0 ! 94.9 -202.6 -14.9 829.9 

Currency incirculation 400.9 ' 73.9 485.2 -225.5 -17.9129.2 -95.6 -62.5 - -22.6 395.2 
Sight deposits 19.8 577.0 1.0 -78.2 -44.8 141.9 320.4 -180.0 3.0 433.6a a 

Ouasi-money 391.4 1414.3 ' -42.1 209.7 136.7 87.1 ! 291.8 383.6 459.1 290.8 
----- i------ - -----


Time and savings deposits 384.6 1417.1 -45.2 200.1 134.4 95.3 ' 279.2 352.5 455.7 329.7 

1/ Of the consolidated Banking System 

21 For annual data, percent change as of year end compared to previous year end. For quaterly data, percent change as of end of quarter
compared to end of previous quarter converted to an annual rate. 
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Table D.2.a
 
El Salvador: Accounts of the Central Reserve Dank
 

(InBillions of colones)

m.........................m--------------

1986 1987 1989
1986 1990
 
............ M-----------


Net international reserves 
 755.1 1225.1 1049.7 1232.5 2898.5
 
........---------------------
Assets
Liabilities -567.2-----1322.3 -172.91398.0 ------------557.51790.0 --------- 1275.5-225.9 4039.8-1141.3
 

Domtic credit 
 4303.5 4658.5 5204.8 6111.0 6526.1
 
...... ...... ------ ------ ------
Central government (net) 
 1338.2 1422.6 1353.0 2241.1 3784.5
Credit 1 
 1974.2 203.3 2295.3 3296.8 5124.3
Deposits -) 
 -636.0 -660.7 -942.3 -1045.7 -1340.3
lest of general government (net) 
 68.6 40.0 128.0 99.J -193.8
Credit 
 131.9 133.1 201.2 192.3 50.9
Deposits (- -63.3 -85.1 -73.2 -92.5 -244.7
Nonfinancial public enterprises (net) 
 314.7 374.8 348.3 -45.8 -618.7
INCAFE AND I AZUCAR (net) 408.0 469.3 671.8 592.7 51.8 

Businesses and individuals 64.0 54.t 6.7 0.0 0.0
Monetary financial institutions 957.3 1237.5 1450.8 23155 
 2249.0
Noneonetary financial institutions 368.2 433.4 435.6
Official capital and reserves 366.4 477.9
-340.7 -331.7 -385.0
-365.4 -1190.1
 
Subscriptions to nonmonetary international financial institutions (net) 222.9 216.7 217,0 
 206.9 327.7
Unclassified assets (net) 
 902.3 620.0 961.2 608.8 1680.1
 
Assets 
 5058.6 5883.6 6254.5 7343.5 9424.6
 

...... ...... ...... .... 

Liabilities 
 5058.6 5883.6 6254.5 7343.5 9424.6
 -------------------- ---------------------...
Allocation of SDRs and valuation adjust. 
 152.5 176.2 167.3 164.7 249.9
 
All related deposits ----- ----- -----
750.0 1517.7 ----- ----1368.7 2088.7 1317.9
a---l----- ---
 ---------- .....------ ------- ..... ---Nhdium-and long-term foreign liabilities 2063.3 1760.4 1566.7 
 1767.7 2949.6
 a......a - -----------------------------------
 -
Other liabilities 
 1987.0 1676.7 1513.4 1747.5 2949.3INF: Trust Fund 
 9.3 63.7 53.3 20.2 1.3 
Liabilities to monetary financial instit. 832.8 1192.6 1576.7 1525.0 2872.5
 
Currency 
 116.7 56.9 69.8 90.5 119.7
Deposits 716.1 1135.7 1507.9 1434.5 2225.0
Investment bonds 
 0.0 0.0 0.0 0.0 527.8
 
Liabilities to nonmonetary financial instit. 
 38.0 55.9 74.3 54.4 135.1
 

- ------------------ ---- -ol- -  i--


Liabilities to private sector 
 1202.0 1329.8 1351.8 1743.0 1899.6
 
..........................................---
Currency incirculation


Sight deposits 1156.5 1298.0 1326.2 1727.1 1856.3
I.5 6.5 5.4 9.8 6.4
Import deposits 
 37.0 25.1 18.4 5.5 36.9
Investment bonds 0.0 0.2 1.8 0.6 0.0 
Memoranda: Net Domestic Assets (IMF Stand-by) 2/ 3234.7 3202.0 3360.9 4351.0 3225.3
Exchange rate 
 5.0 5.0 5.0 5.0 8.0
 
I/In1989 includes C 392.2 million of accumulated unpaid interest obligations previously
classified in'unclassified assets'. In1990, includes credit for C1214.0 million
previously classified innonfinancial public sector and C185.6 million accumulated


unpaid interest obligations of nonfinancial public sector previously classified in
 
'unclassified assets .
2/The IF 'Net Domestic Assets' target, iscalculated as the sum of currency incirculation of
the Central Reserve Dank, the stock of medium- and long-term foreign liabilities of the Central

Reserve Dank, and the stock of administered depsits held by the Central Reserve link sinus the
stock of net international reserves of the Central Reserve ank 
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Table D.2.b.
 
El Salvador: Accounts of the Central Reserve Dank
 

(Annual growth rates)
 

1967 1988 1989 1990
 
.. ..
.-.---..--.......----------....-... .. . ..
 

Net international reserves 62.2 -14.3 17.4 135.2
 
.............. e........... .... .oo.. .... .....
 

5.7 -6.1 40.3 125.7
 
Liabilities -49.5 30.4 146.9 104.7
 
Assets 


Domestic credit 1.2 11.7 17.4 6.3
 

Central Government (net) 6.3 -4.9 65.6 68.9
 
Credit 5.5 10.2 43.2 55.9
 
Deposits (-) 3.9 42.6 11.0 20.2
 

.Rest of yeneral government (net) -30.0 166.7 -22.0 -294.2
 
Credit 0.9 51.2 -4.4 -73.5
 
Deposits () 34.4 -14.0 26.4 164.5
 

Nonfinancial public enterprises (net) 19.1 -7.1 -113.1 1250.9
 
INCAFE AND INAZUCAR (net) 15.0 43.1 -11.8 -91.3
 
Businesses and individuals -14.2 -97.8 -100.0
 
Monetary financial institutions 29.3. 17.2 59.6 -2.9
 
Nonionetary financial institutions -4.5 10.3 10.3 -1.9
 
Official capital and reserves 3.2 3.9 5.6 200.5
 
Subscriptions to nonaonetary interna
tional financial institutions (net) -2.8 0.1 -4.7 58.5
 

Unclassified assets (net) -9.1 17.2 -36.7 176.0
 

.3 29.3
Assets 16.3 17.4 


6.3 28.3
Liabilities 16.3 17.4 


Allocation of SDRs and valuation adjust. 15.5 -5.1 -1.6 51.7
 
;--------------------- ------------------ ... ---- ---- .... 

AID related deposits 12.5 10.9 37.6 -36.9
 

Medium-ind long-term foreign liabilities -15.5 -11.0 12.8 66.9
 
--------- - .. . .. 

Other liabilities -15.6 -9.7 15.5 68.7
 
IMF: Trust Fund -13.1 -36.3 -62.1 -93.6
 

43.2 32.2 -3,3 88.4
Liabilities to monetary
l 

financial instit. 
llI -l ----
I---------------- ------ ----------------


Currency -51.2 20.9 31.5 32.3
 
Deposits 58.6 32.9 -4.9 55.1
 
Investment bonds ... ... ... .
 

Liabilities to nonmonetary financial instit. 47.1 32.9 -26.8 148.3
 

Liabilities to private sector 10.6 1.7 28.9 9.0
 

Currency incirculation 12.2 2.2 30.2 7.5 
Sight deposits -23.5 -14.9 91.5 -34.7 
Import deposits -32.2 -26.7 -70.1 570.9 
Investsent bonds ... 600.0 -66.7 -100.0 

Memoranda: Net Domestic Assets (IMF Stand-by) 2/ -1.0 5.0 29.5 -25.9
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Table 0.2.c.
 
El Salvador: Accounts of the Central Reserve Dank
 

(Flows inmillions of colonesi
 

1987 1998 1989 1990
 

Not international reserves 
 470.0 -175.4 192.3 1666.0
 

Assets 
 75.7 -122.5 514.5 2249.3
Liabilities 
 394.3 -52.9 -331.7 -583.1
 
Domestic credit 
 355.0 546.3 906.2 415.1
 
Central Sovernient (net) 
 64.4 -69.6 890.1 1543.4
Credit 
 109.1 212.0 991.5 1839.0
Deposits 1 
 -24.7 -281.6 -103.4 -294.6
Rest of general government (net) -20.6 
 00.0 -28.2 -293.6
Credit 
 1.2 68.1 -8.9 -141.4
Deposits (-) -21.9 11.9 -19.3 -152.2
Nonfinancial public enterprises (net) 
 60.1 -26.5 -394.1 -572.9
INCAFE AND INAZUCAR (net) 
 61.3 202.5 -79.1 -540.9
Businesses and individuals 
 -9.1 -48.2 -6.7 0.0
Nonetary financial institutions 
 290.2 213.3 864.7 -66.5
Nonsonetary financial institutions 
 -1.8 67.0 44.5 -42.3
 
Official capital and reserves -11;0 -137 -20.4 -804.3
Subscriptions to nonmonetary interna-
 0.0 0.0 -. 0 0.0tional financial institutions (net)
Unclassified assets (net) -6.2 0.3 -10.2 120.9
-82.3 141.2 -352.4 1071.3
 

Assets 
 M2.0 370.9 1069.0 2091.1
 
Liabilities 
 825.0 370.9 1009.0 2061.1
 
Allocation of SDRs and valuation adjust. 
 23.7 -1.9 -2.6 35.2
 

- --------- a--------

AID related deposits 
 618.7 149.0 571.0 -770.6
 
Medium-and long-term foreign liabilities 
o w ww . . . .---- ------- -322.9 -193.7 201.0 1191.9
.. 
 w..w
 

Other liabilities 
 -310.3 -163.3 234.1 1200.8
IKF: Trust Fund 
 -12.6 -30.4 -33.1 -18.9
 

Liabilities to monetary financial instit. 
 359.8 394.1 -51.7 1347.5
 
Currency 
 -59.9 11.9 21.7 29.2
Deposits 
 419.6 372.2 -73.4 790.5
Investment bonds 
 0.0 0.0 0.0 527.8
 
Liabilities to nonibnetary financial instit. 
 17.9 18.4 -19.9 80.7
 

. .. 
 .... 


Liabilities to private sector 
. .. ...
 

127.8 22.0 391.2 156.6
 
Currency incirculation 
 141.5 28.2 400.9 129.2Sight deposits 
 -2.0 -1.1 4.4 -3.4
Import deposits 
 -11.9 -6.7 -12.9 31.4
Investment bonds 
 0.2 1.6 -1.2 -0.6
 
Memoranda: Net Domestic Assets (IMF Stand-by) 2/ 
 -32.7 159.9 990.1 -1125.7
 



-----------
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Table D.3.a.
 
El Salvador: Accounts of the Consolidated Danking System 1/
 

fIn millions of colones)
 
-.----....-.-...-.--..-

!986 1987 1988 1999 1990
 
-- - -- --- -- - - - - - - - - - - - - - ------------- ---------------* D- - ---- ---- --- -~- --- wD -


Net international reserves 1120.1 1554.6 1268.0 1440.1 3460.0
 
w........... ....... , ---- ..... ----- ...... .
. ... .o
 

Assets 1794.6 1807.1 1635.6 2255.3 4737.6
 
Liabilities -674.5 -252.5 -367.8 -815.2 -1277.6
 

Net Domestic Assets 8810.6 9084.3 10248.0 11616.0 12751.9
 

Credit to public sector (net) 1637.1 1694.5 1551.0 2219.2 2856.1 
Central 6overnment (net) 1633.8 1176.5 1614.0 2597.3 4082.8 

Credit 2303.7 2470.2 2590.2 3682.5 5513.1 
Deposits Hw) -669.9 -693.7 -976.2 -1095.2 -1430.3 

Rest of the public sector 3.3 -82.0 -63.0 -378.1 -1226.7 
Rest of general government (net) -119.9 -203.6 -124.1 -158.9 -439.6 

Credit 220.6 231.3 352.2 319.0 219.9 
Deposits (- -339.5 -434.9 -476.3 -477.9 -659.5 

Nonfinancial public enterprises (net) 122.2 121.6 61.1 -219.2 -797.1 
Credit to private sector 5759.6 6239.7 7179.4 7799.6 7936.6 

INCAFE AND INAZUCAR (net) 408.0 469.3 671.9 592.7 51.9 
businesses and individuals 4980.2 5401.0 6071.1 6726.9 7345.2 
Nonmonetary financial institutions 370.4 368.4 435.5 490.1 439.6 

Official capital and reserves -493.1 -503.2 -605.7 -660.6 -1464.9 
Subscriptions to nonsonetary interna

tional financial institutions (net) 222.9 216.7 217.0 206.8 327.7 
Unclassified assets (net) 3 1685.1 1437.6 1907.3 2051.0 3196.4 

Assets 930.7 10638.9 11516.0 13056.1 16211.9
 

Liabilities 930.7 10638.9 11516.0 13056.1 16211,9
 

Allocation of SDRs and valuation adjust. 152.5 176.2 167.3 164.7 249.9
 
..-.---..--..------- ...--------- --------- o .. 0.
.....
 

Mediue-and long-term foreign liabilities 2094.7 1766.0 1569.7 1769.1 2950.9
 

Other liabilities 1998.4 1692.3 1515.4 1748.9 2949.6
 
IMF: Trust Fund 96.3 83.7 53.3 20.2 1.3
 

AID related deposits 750.0 1369.7 1517.7 2088.7 1317.9
 
-- --. - -- - ---.- ...... 0. -- -- - -------.
--.-


Liabilities to nonmonetary financial instit. 658.5 746.5 607.2 742.7 994.3
 

Liabilities to private sector 6275.0 6581.5 7455.1 9290.9 10708.9
 

Money 2584.7 2551.0 2742.7 3163.4 3669.6 
Currency incirculation 1156.5 1299.0 1326.2 1727.1 1856.3 
Sight deposits 1428.2 1253.0 1416.5 1436.3 2013.3 

Duasi-money 3342.2 3653.4 4219.2 4610.6 6024.9 
Time and savings deposits 3320.6 3608.6 4094.0 4468.6 5965.7 
Trust funds 21.6 44.9 135.2 142.0 139.2 

Other 348.1 377.1 493.2 516.9 914.4 
Foreign currency deposits 107.5 158.8 274.0 276.2 579.6

Import deposits 37.0 25.1 1.4 5.5 36.9
 
Bonds 164.6 153.8 154.0 182.3 138.0
 
Private capital 39.0 39.4 46.9 52.9 59.9
 

Memorandum: Exchange rate for Central Dank 5.0 5.0 5.0 5.0 8.0
 
Exchange rate for Commerc. lanks 5.0 5.0 5.0 6.5 8.0
 

I/ lanking System defined as Central Reserve Dank plus Commercial and Mortgage Banks.
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Table D.3.b

El Salvadori Accounts of the Banking System
....-- e--- e----..o.
.... m..e.... .o m . . .
 

(Annual growth rates)
 
..........
........... 
 -------..
. --... .. ... . .. 
 . .. . ... 
 .. . . .. 
 .. . ... ..
 

.1987 1988 1989 1990 

Net international reserves 

.. ..0....0.. .. 0 .. 0 . 0 38.8 -18.4 13.6
... -.- 140.3
 -----0- ----


AssetsLiabilities 0.7 -9.5 37.9 110.1
-62.6 45.7 121.6 56.7
 
Not Domestic Assets
00o--0---.0000-0... 
 3.1 12.8 13.3 9.8
---- .... 


Credit to public sector (net) 
....
 

3.5 -8.5 43.1 28.7
Central 6overnment (net) 
 8.7 -9.1 60.9 57.2
Credit 
 7.2 4.9 42.2 49.7
Deposits (-
 3.6 40.7 11.2 31.8
Rest of public sector 
 -23.2
-.. 500.2 224.4
Nest of general government (net) 
 71.2 -39.0 28.0 176.7
Credit 
 4.9 52.3 -9.4 -31.1
Deposits (-
 28.1
Nonfinancial public enterprises (net) 
9.5 0.3 38.0 

-0.5 -49.8 -458.8 259.1
Credit to private sector 
 8.3 15.1 8.7 0.5
INCAFE AND INAZUCAR (net) 
 15.0 43.1 -13.8 -91.3
Businesses and individuals 8.4 12.4 10.8 9.2Nonmonetary financial institutions -0.5 18.2 10.2 -8.4
Official capital and reserves 
 2.0 20.4 9.1 121.9
Subscriptions to nonmonetary International financial institutions (net) -2.8 0.1 -4.7
Unclassified assets (net) 3/ 58.5
 
-14.7 32.7 7.5 55.8
 

Assets 

0.... .
 7.1 8.2 13.4 24.2
 ... ----


Liabilities 
... ---

7.1 8.2 13.4 24.2
 
Allocation of SDRs and valuation adjust. 
 15.5 -5.1 -1.6 51.7
 

Medium-and long-term foreign liabilities 
 -15.7 -11.2 
-- - .
. . .- - --. . .-... .. .. .. . . ..... .. . . 
12.8 66.8
 

------0
----------- --- -- - - - 0-. .
 

Other liabilities
IMF: Trust Fund -15.8 -9.9 15.4 68.7
-13.1 -36.3 -62.1 -93.6
 

AID related deposits 
 82.5 10.9 37.6 -36.9
 - - -------- ----- ---- .... ---- ...--


Liabilities to nonmonetary financial instit. 
 13.4 9.1 -8.0 32.5
 
... ---
 .. ..
 

Liabilities to privati sector 
 4.9 13.3 11.2 29.2
 
- - .... . .
koney -1.3 7.5 15.3 22.3Currency incirculation 
 12.2 2.2 30.2 7.5
Sight deposits 
 -12.3 13.0 1.4 40.2
Quasi-money 
 9.3 15.5 9.3 30.7
Time and savings deposits 
 8.7 13.2 9.4 31.7
Trust unds 
 107.4 201.8 5.0 -2.0
Other 


Foreign currency deposits 
8.3 30.8 4.8 57.6
 

47.7 72.5 0.9 109.8
lport deposits 
 -32.2 -26.7 -70.1 570.9
lands 
 -6.6 0.1 18.4 -24.3
Private capital 
 1.0 18.8 13.0 13.2
 



- ---------------- -- -----------------------------

---- ----------------------------------------------------------------

05-Apr-91
 

Table D.3.c.
 
El Salvador: Accounts of the Consolidated lanking System
 

-------------.---- ..------------ - -----..------

(Flows inmillions of colones)
 

1987 1989 1989 1990
 
mmm-m -- -- -- m-----m-- moo *----m-*
.................................................


Net international reserves 434.5 -296.6 172.1 2019.9
 
o -----ot... .. to . m* ..... o . . ..... ..... 
.. . .
 

Assets 12.5 -171.3 619.5 2482.3
 
Liabilities 422.0 -115.3 -447.4 -462.4
 

Net Domestic Assets 273.7 1163.7 1369.0 1135.9
 

Credit to public sector (net) 57.4 -143.5 669.2 636.9
 
Central Government (net) 142.7 -162.5 983.3 1485.5
 

Credit 166.5 120.0 1092.3 1930.6
 
Deposits () -23.8 -262.5 -109.0 -345.1
 

Rest of the public sector -85.3 19.0 -315.1 -940.6
 
Rest of general government (net) -84.7 79.5 -34.8 -280.7 

Credit 10.7 120.9 -33.2 -99.1 
Deposits (- -95.4 -41.4 -1.6 -181.6 

Nonfinancial public enterprises (net) -0.6 -60.5 -280.3 -567.9
 
Credit to private sector 480.1 939.7 621.2 37.0
 

INCAFE AND INAUCAR (net) 61.3 202.5 -79.1 -540.9
 
Businesses and individuals 420.9 670.1 655.7 618.4
 
Nonmonetary financial institutions -2.0 67.1 44.6 -40.5
 

Official capital and reserves -10.1 -102.5 -54.9 -804.3 
Subscriptions to nononetary interna- 0.0 0.0 0.0 0.0 

tional financial institutions (net) -6.2 0.3 -10.2 120.9 
Unclassified assets (net) 3/ -247.5 469.7 143.7 1145.4
 

Assets 708.2 077.1 1540.1 3155.8 

Liabilities 708.2 177.1 1540.1 3155.8
 

Allocation of SDRs and valuation adjust. 23.7 -8.9 -2.6 85.2
 
----- -------- -------- ---------------- . .
 

Nedium-and long-term foreign liabilities -328.7 -197.3 200.4 1181.8
 

Other liabilities -316.1 -166.9 233.5 1200.7 
INF: Trust Fund -12.6 -30.4 -33.1 -19.9
 

AID related deposits 618.7 149.0 571.0 -770.8
 
... ----... --------- ----- ----- ----- ------


Liabilities to nonmonetary financial instit. 88.0 60.7 -64.5 241.6
 

- --------- ---------- . .
 

Liabilities to private sector 306.5 873.6 635.9 2418.0
 

Roney -33.7 191.7 420.7 706.2
 
Currency incirculation 141.5 28.2 400.9 129.2
 
Sight deposits -175.2 163.5 19.6 577.0
 

hasi-eoney 311.2 565.8 391.4 1414.3
 
Time and savings deoosits 28.0 475.4 384.6 1417.1
 
Trust funds 23.2 90.4 6.9 -2.8
 

Other 29.0 116.1 23.7 297.5
 
Foreign currency deposits 51.3 115.2 2.2 303.4
 
Import deposits -11.9 -6.7 -12.9 31.4
 
londs -10.8 0.2 28.3 -44.3
 
Private capital 0.4 7.4 6.1 7.0 



-----------------------------------------------

------------- -----------------
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------------- ----- 

-------------------------- 

--------------------------------------------- -----------
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Table D.4.
 
International Reserves of the Central Reserve Dank
 

(Millions of Dollars)
 

...........................................
............ .......................... ..................
1998 1,9689 
 1 99 0
 
Dec. ................ ---------------------
March June Sept. Dec. March June Sept. Dec.
 

Net International Reserves 
 209.9 188.0 177.8 173.0 246.5 
 175.8 256.6 342.2 363.6
- ------------- 256 36.
17. 342 

Assets 255.1 248.2 236.3 358.0 -----------------------------252.9 325.0 398.0 490.2 506.3


Monetary gold ----------------------- ---------117.3 
 117.3 117.3 117.3 117.3 117.3 117.3 117.3 117.3
Foreiln exchange 
 137.8 130.9 121.0 135.6 
 240.7 207.7 372.8
Casn 280.7 389.0
1.5 0.8 0.3 2.1 
 1.5 3.5 0.4
Deposits abroad 3.2 0.2
100.6 89.6 96.9 86.9 
 142.7 132.9 326.8
Investents 202.9 333.3
0.1 0.1 0.1 0.1 0.1 0.1 0.1
Compensatory agreements 0.1 0.1
35.6 38.5 33.4 42.2
Transitory accounts 42.5 39.6 35.9 33.6 34.7
0.0 1.9 0.4 1.6
0.4 1.7 37.1 11.9 20.7
Interbank market 
 0.0 0.0 0.0 3.7 
 52.6 29.8 0.0
SDR holdings 1.6 0.0
0.0 0.0 0.0 0.0 0.0 0.0 
 0.0 0.1 0.0
 
Liabilities 
 45.2 60.2 60.5 79.9 111.5 149.2 141.4 148.1 142.7
 

Short term foreign liabilities 33.9 44.9 50.6 70.0
Loans 96.7 141.3 138.5 153.2 148.0
13.5 15.8 22.0
13.0 51.3
Time deposits 0.0 6.2 4.4 0.3 
83.4 79.9 94.4 109.2
 

0.2 0.2 0.2 1.2
Compensatory and payments agreements 20.4 23.0 1.2

33.3 47.7 57.7
FOCER(Net) 45.2 58.4 57.6 37.6
-11.2 -15.2 
 -9.9 -9.9 -14.9 -7.9
FRI (Net) 0.0 -2.7 5.3 5.3
0.0 0.0 0.0 0.0 0.0 0.2 0.1 0.0
emorandum: 8ross reserves inmonths of
imports of goods and services 2.2 2.0 1.9 2.0 
 2.9 2.4 3.7
3.0 3.0
 



--- - -- -- - - - - - - -- - - - - -- - - - - -- - - - - -- - -- ------- - ------------- - - --- ------ --
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Table 1.5.
 
El Salvador: Poetiry Program for 1990/1991


Program targets and Actual Perfomance

(millions of colones)
 

~m-
Prog. Prol. Deviation Flows Relative change 
--------- froe Dec.30 ----

19 1990 Iic.90 e.91 Target Dec.0 Dec.90 Dec. 91
 

Domestic Credit 9930.9 10692.9 10731.1 11496.3 -38.2 762.0 7.7 7.1 

Credit to viblic sector 1/ 2850.1 2856.1 2772.1 2326.4 
-

84.0 6.0 0.2 -16.1
 

Central Government (net) 3874.1 4082.9 4003.2 3786.0 79.7 208.9 5.4 -5.4
 
Credit 4983.4 5513.1 5202.0 5089.9 311.1 529.7 10.6 -2.2
 
Deposits -1109.3 -1430.2 -1198.8 -1302.9 -231.4 -320.9 28.9 8.7 

Rest of public sector (net) -1024.0 -1226.8 -1231.1 -1459.6 4.3 -202.9 19.9 19.6 
Credit 209.8 231.9 192.8 118.4 39.1 22.1 10.5 -2.3 
Deposits 1201.2 1426.1 1391.3 1615.4 .34.9 224.9 18.7 16.1
Cedulas 32.6 32.6 32.6 32.6 0.0 0.0 0.0 0.0 

Private Sector 7080.8 7936.8 7959.0 9169.9 -122.2 756.0 10.7 15.2
 
-------------- . ... ...... .... - ---------~ . m o~m -- .... 

|UCAFE/INAZUCAR 30.7 51.1 51.9 53.5 -0.1 21.1 69.7 3.1 
Credit 43.1 62.7 42. 61.7 0.6 19.6 45.5 -0.6 
Deposits 12.4 10.9 10.2 1.2 0.7 -1.5 -12.1 -19.6 

Others Official credit Inst. 323.3 439.8 507.1 531.4 -67.3 116.0 35.8 4.8
 
Private 155.3 153.1 170.3 247.0 -17.2 -2.2 -1.4 45.0
 
Publics 168.5 266.7 36.0 264.4 -50.1 118.2 70.1 -15.6 

Commercial banks 6726.3 7345.2 7400.0 9565.0 -54.1 618.9 9.2 16.0
 
Exchange rate 9.0 9.0 9.0 9.0
 

--------------- --------------------------------------------------..
. . . . . . 

1/Consolidated nonfinancial public sector (CNFPS).
 

Note: InDecember 1990 a consolidation of Public Sector debt was concluded. Inthis consolidation, debt previously

held by several public institutions and autonomous agencies was assumed by thv cartral government. The totals were 
as fllows: C475 .9 million from the rest of the CMFPS, C559.4 million from INCAFEIINAZUCAR C90.5 million from 
other official credit intitutions, and C167.1 million as unpaid interest previously classified in*net other assets.'
For analytical purposes, the 1989 credit balances presented above have been adjusted to reflect the 1990 consolida
tion/rec assification. As such, the credit figures for 1989 differ frca those presented intable D.3.
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Table E.3
 
El Salvador:
 

Merchandise loo'ts, (C.I.F.)

By Major Category
 

1985 1986 1967 1988 1989 1990
--... ... ------------------------------- .....----------------------------------------
(itsillions a d.S. dollars)


Total le;orts (C.I.F.) 
 961.3 934.9 994.1 1006.9 1161.4 1262.5
 
Cons-aer Goods 258.e 
 207 240.5 258.2 294.6 398.9
 

Nordurables 
 210.9 181.6 208.4 224.9 258 361.4

Durables 	 47.9 25.2 32.1 
 33.3 36.6 37.5
 

Raw Materials 544.8 453.4 501.3 
 496.2 577.3 629.1
 

Aoriculture 
 75.5 41.2 39.1 35.9 52.3 58
'Of which: 	Fertilizers 39.5 24.7 27.3 23.5 32.5 
 29.8

Industry 	 423.1 36e.2 
 401.7 	 397 426.1 492.8
Of whi:h: Fetroleut iboo-ts 133.2 
 62 104.3 81 87.4 121.8
Construction Materials 46.2 
 44 60.5 63.3 98.9 78.3
 

Capital Goods 157.7 252.3 279.7
224.5 252.3 234.5
 
Agrzcu!ture 13.5 10.3 
 13.2 8 9.2 8.9
Industry 
 43.3 5e.7 72.4 79.1 77.4 71.1
Transport 
 67.9 123.6 123.9 121.8 141.5 102.6
Construction 
 6.2 6.4 10.6 11.2 17 8.3
Other 
 26.8 25.5 32.2 32.2 34.6 43.6
 

Not Elsea.ere Classified 1/ -.- 50 Goh 9. -

Tata Japrts -.7?(Annual Growth Rates)
 

-nu 


C~l..)

Total laports (C.1,F.) -2.71 6.3? 1.3% 15.31 8.71
 
Consuier Goods 
 -20.01 16.21 7.4? 14.11 35.41
 

Nonduables -13.8% 14.61 7.9% 14.7? -40.1?

Durables 
 -47.4% 27.4% 3.7? 9.9 2.51
 

Raw aterials -16.8% 10.6? -1.0? 16.3? 9.0?
 

AGriculture 
 -4!.4% -5.11 -8.2? 45.7% 10.9?
Industry 	 -13.0? 
 9.1% -1.2% 7.3? 15.71
Of which: Petrale,, iaoorts -3E.4% 27.2% -22.3% 7.9% 39.4%
Constructior Materia:s 
 -4.8% 37.5% 4.6% 56.2% -20.8
 

Capital Goods 42.4% 0.0?
12.4% 10.9% -16.2%
 
Acrici-1ture 
 -2:.7% 	 E.21 -39.4? 15.0% -3.3
 

Tiz 9.6% -2.1% -8.1:
:,: 	 .3% 

Trarsport 	 82.0% -1.7% -27.510.2% 16.2%
Cvnstructior 
 3.2% 65.6% 5.7? 51.8% -51.2%

Other 
 -4.91 26.31 0.0? 7.5% 26.0%
 
--- ------------------- -------------- W

Source: Centra: Reserve Baik of El Salvador. 
I/Includes emergency relief after the earthquake of 1986 and donations afterthe outbreak of civil war inlate 1989.
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ENVIRONMENTAL THRESHOLD DECISION
 

Project Location 


Project Title 


Project Number 


Funding 


Life of Project 


IEE Prepared by 


Recommended Threshold Decision 


Bureau Threshold Decision 


Comments 


Copy to 


Copy to 


Copy to 


Copy to 


Copy to 


: El Salvador
 

: 1991 Balance of Payments Program
 

: 519-0369
 

: $90 million (ESF)
 

: 1 year
 

: Ken Ellis
 
Environmental Officer
 
USAID/El Salvador
 

: Categorical Exclusion
 

: Concur with Recommendation
 

: 	The Grant Agreement will contain
 
a condition precedent indicating
 
that no pesticides will be
 
procured or used without first
 
completing an Environmental
 
Assesment and having it approved

by AID/W.
 

: Henry H. Bassford, Director
 

USAID/El Salvador
 

: Ken Ellis, USAID/El Salvador
 

: Mark Silverman, LAC/DR/CEN
 

: Wayne Williams, REA/CEN
 

: IEE File
 

J21 ,62e-.,Date MAY 16 1991 

John 0. Wilson
 
Deputy Chief Environmental Officer
 
Bureau for Latin America
 

and the Caribbean
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and number 

Funding 

Life of Project 

IEE Prepared by 

Recommended Threshold Decision 
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Date Prepared 
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WESHOD 

: 

: 
: 

: 

: 

: 

: 

: 

: 

BCISION
 

El Salvador 

Balance of Payments 
519-0369 

90,000,000 (ESF) 

1 year 

Ken Ellis 
EnvironmentalO ce 
USAID/El Salvador 

Categorical Exclusion 

Concur with Recommendation 

April 17, 1991 

The Grant Agreement will 
contain a condition iricating 
that no pesticides will be 
procured without first 
opleting an Enviromental 
Assessment and having it 
approved by AID/VJ. 

A



Description: 

This Program consists of a cash transfer of $9O,O00,000 to provide balance of 
payments assistance to support econmic stabilization and recovery in El 
Salvador during FY 91. This assistance supports the Government of El 
Salvador's (GOES) policies and programs designed to (i) reattain economic 
growth and financial equilibriun; (ii) promote diversification of the 
eoonxny; and (iii) consolidate the agrarian reform. The assistance will 
support the balance of payments situation by providing urgently needed 
foreign exchange to the Salvadoran private sector for the purchase of raw 
materials, intermediate and capital goods, spare parts, and other imports as 
may be agreed to between the GOES and A.I.D. The Salvadoran private sector 
will use the imports for the manufacturing, agricultural, agroindustrial, 
commercial, construction, transportation, communications, and energy 
subsectors of the economy. Availability of funds under this Program is 
contingent upon GOES progress in meeting economic objectives. 

Determinat ion 

Pursuant to A.I.D. environmental regulations expressed in 22 CFR, Section 
216.2(c)(1) (ii), an IEE is generally not required when "AID does not have 
kroledge of, or control over, and the objective of AID in furnishing 
assistance does not require, either prior to approval of financing or prior 
to iaplementation of specific activities, kcnwledge of or control over, the 
details of the specific activities that have an effect on the physical and 
natural envirorment for which financing is provided by AID." 

Moreover, Handbook 3, Chapter 2, Appendix D, Section 216.2(c)(2)(vi) states 
that "Contributions to international, regional or national organizations by 
the United States which are not for the purpose of carrying out a 
specifically identifiable project of projects" are not subject to AID's 
environmental procedures. The above exemptions do not apply, however, to 
assistance for the procurement or use of pesticides.
 

The BY 91 program will not provide stport for the purchase or use of 
pesticides. A condition will be placed in the Grant Agreement indicating 
that no pesticides will be procured or used without first completing an 
Environmental Assessment and having it approved by the LAC Bureau 
1hvironmental Officer.
 

Recommendation: That no further environmental study be undertaken for this 
PAAD and that you sign the Environmental Threshold Decision facesheet, 
indicating your approval of a categorical exclusion for this program. 

0743B
 



5C(L) - COUNTRY CHECKLIST -- EL SALVADOR
 

Listed below are statutory criteria applicable to: (A) FAA funds generally; 
(B)(1) Development Assistance funds only; or (B)(2) the economic Support Fund 
only. 

A. GENERAL CRITERIA FOR COUNTRY FLIGIBILITY 

1. FY 1990 Appropriations Act Sec. 569(b). No. 
Has the President certified to the 
Congress that the government of the 
recipient country is failing to take 
adequate measures to prevent narcotic 
drugs or other controlled substances 
which are cultivated, produced or 
processed illicitly, in whole or in 
part, in such country or transported 
through such country, from being sold 
illegally within the jurisdiction of 
such country to United States Govern
ment personneL or their dependents or 
from entering the United States 
unlawfully? 

2. FAA Sec. 481(h); FY 1990 N/A 

Appropriations Act Sec. 569(b). (These 
provisions apply to assistance of any 

kind provided by grant, sale, loan, 
lease, credit, guaranty, or insurance, 
except assistance from the Child 
Survival Fund or relating to interna
tional narcotics control, disaster and 
refugee relief, narcotics education and 
awareness, or the provision of food or 
medicine.) If the recipient is a "major 

illicit drug producing country" (defined 
as a country producing during a fiscal 

year at least five metric tons of opium 
or 500 metric tons of coca or marijuana) 

or a "major drug-transit country" 
(defined as a country that is a signifi
cant direct source of illicit drugs 
significantly affecting the United 
States, through which such drugs are 
transported, or through which signifi
cant sums of drug-related profits are 
laundered with the knowledge or 
complicity of the government): (a) 
Does the country have in place a 
bilateral narcotics agreement with the 
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United States, or a multilateral
 
narcotics agreement? and (b) Has the
 
President in the March I International
 
Narcotics Control Strategy Report
 
(INSCR) determined and certified to the
 
Congress (without Congressional
 
enactment, within 45 days of continuous
 
session, of a resolution disapproving
 
such a certification), or has the
 
President determined and certified to
 
the Congress on any other date (with
 
enactment by Congress of a resolution
 
approving such certification), that (1)
 
during the previous year the country
 
has cooperated fully with the United
 
States or taken adequate steps on its
 
own 	 to satisfy the goals agreed to in a 
bilateral narcotics agreement with the
 
United States or in a multilateral
 
agreement, to prevent illicit drugs
 
produced or processed in or transported
 
through such country into the United
 
States, to prevent and punish drug 
profit laundering in the country, and
 
to prevent and punish bribery and other
 
forms of public corruption which
 
facilitate production or shipment of
 
illicit drugs or discourage prosecution
 
of such acts, or that (2) the vital 
national interests of the United States
 
require the provision of such 
assi stance?
 

3. 	1986 Drug Act Sec. 2013. (This N/A 
section applies to the same categories 
of assistance subject to the restric
tions in FAA Sec. 481(h), above.) If 
recipient country is a "major illicit
 
drug-transit country" (as defined for
 
the purpose of FAA Sec. 481(h)), has
 
the President submitted a report to
 
Congress listing such country as one:
 
(a) which, as a matter of government
 
policy, encourages or facilitates the
 
production or distribution of illicit
 
drugs; (b) in which any senior official
 
of the governent engages in, encour
ages, or facilitates the production or
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communitm, or (b) removed a country 
from applicable restrictions on
 
assistance to communist countries upon
 
a determination and report to Congress
 
that 	 such action is Important to the 
national interest of the United States?
 
Will assistance be provided either
 
directly or indirectly to Angola,
 
Cambodia, Cuba, Iraq, Libya, Vietnam,
 
South Yemen, Iran or Syria? Will 
assistance be provided to Afghanistan 
without a certification, or will
 
assistance be provided inside 
Afghanistan through the Soviet
controlled government of Afghanistan?
 

7. 	FAA See. 620(j). Has the country No.
 
permitted, or failed to take adequate
 
measures to prevent, damage or destruc
tion by mob action of U.S. property?
 

8. 	FAA Sec. 620(1). Has the country No.
 
failed to enter into an investment
 
guaranty agreement with OPIC? 

9. 	FAA Sec. 620(o); Fishermen's Protective No.
 
Act of 1967 (as amended) Sec. 5.
 
Has the country seized, or imposed any
 
penalty or sanction against, any U.S.
 
fishing vessel because of fishing
 
activities in international waters?
 
(b) If so, has any deduction required
 
by the Fishermen's Protective Act been
 
made?
 

10. 	 FAA Sec. 620(q); FY 1990 From time to time, the GOES 
Appropriations Act Sec. 518 (Brooke been in default under both 
Amendment). (a) Has the government provisions, which has
 
been 	in default for more than six resulted in prohibition of
 
months on interest or principal of obligation of new funds;
 
any 	 loan to the country under the however, such periods have 
FAA? (b) Has the country been in been of very short dura
default for more than one year on tion. Currently (as of 
interest or principal on any U.S. 	 January 9), the GOES is not 
loan 	under a program for which the in default under either 
FY 1990 Appropriates funds? 	 provision. 
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11. FAA Sec. 620(s). If contemplated Yes, this issue was 
assistance is development loan or addressed in the "Taking 
to come from Economic Support Fund, into Consideration" memo 
has the Administrator taken into for FY 1991. 
account the percentage of the country's 
budget and amount of the country's 
foreign exchange or other resources 
spent on military equipment? 

12. FAA See. 620(t). Has the country No. 
severed diplomatic relations with 
the United States? If so, have 
relations been resumed and have 
new bilateral assistance agreements 
been negotiated and entered Into 
since such resumption? 

13. FAA Sec. 620(u). What Is the payment This issue was addressed 
status of the country's U.N. obliga- in the "Taking into 
ions? If the country is in arrears, Consideration" memo for 
were such arrearages taken into FY 1991. 
account by the A.I.D. Administrator 
in determining the current A.I.D. 
Operational Year Budget? 

14. FAA Sec. 620A. Has the Pre3ident No. 
determined that the recipient country 
grants sanctuary from prosecution to 
any individual or group which has 
committed an act of international 
terrorism or otherwise supports 
international terrorism? 

'15. FY 1990 Appropriations Act Sec. 564. No. 
Has the country been determined by the 
President to: (a) grant sanctuary from 
prosecution to any individual or group 
which has committed an act of interna
tional terrorism, or (b) otherwise 
support International terrorism, unless 
the President has waived this restric
tion on grounds of national security or 
for humanitarian reasons? 

16. ISDCA of 1985 Sec. 552(b). Has the No. 
Secretary of State determined that the 
country is a high terrorist threat 
country after the Secretary of 
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Transportation has determined, pursuant 
to Section 1115(e)(2) of the Federal 
Aviation Act of 1958, that an airport 
in the country does not maintain and 
administer effective security measures? 

17. FAA Sec. 666(b). Does the country No. 
object, on the basis of race, religion, 
national origin or sex, to the presence 
of any officer or employee of the U.S. 
who is present in such country to carry 
out economic development programs under 
the FAA? 

18. FAA Sees. 669, 670. Has the country, No. 
after August 3, 1977, delivered to any 
other country or received nuclear 
enrichment or reprocessing equipment, 
materials, or technology, without 
specified arrangements or safeguards, 
and without speial certification by 
the President? Has it transferred a 
nuclear explosive device to a non
nuclear weapon state, or if such a 
state, either received or detonated a 
nuclear explosive device? 

19. FAA Sec. 670. If the country is a non- No. 
nuclear weapon state, has it, on or 
after August 8, 1985, exported (or 
attempted to export) illegally from the 
United States any material, equipment, 
or technology which would contribute 
significantly to the ability of a 
country to manufacture a nuclear 
explosive device? 

20. ISDCA of 1981 Sec. 720. Was the No, it was not repre
country represented &t the Meeting of sented; El Salvador is not 
Ministers of Foreign Affairs and Heads a member of the Non
of Delegations of the Non-Aligned Aligned Movement. 
Countries to the 36the General Assembly 
of the U.N. on Sept. 25 and 28, 1981, 
and did it fail to disassociate itself 
from the communique issued? If so, has 
the President taken it into account? 
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21. FY 1990 Appropriations Act Sec. 513. No. 
Has the duly elected Head of Government 
of the country been deposed by military 
coup of decree? If assistance has been 
terminated, has the President notified 
Congress that a democratically elected 
government has taken office prior to 
the resumption of assistance? 

22. FY 1990 Appropriations Act Sec. 539. Yes. 
Does the recipient country fully cooper
ate with the international refugee 
assistance organizations, the United 
States, and other governments in 
facilitating lasting solutions to 
refugee situations, including 
resettlement without respect to race, 
sex, religion, or national origin? 

B. FUNDING SOURCE CRITERIA FOR COUNTRY 
ELIGIBILITY 

1. Development Assistance Country 
Criteria 

a. FAA Sec. [16. Has the Department No. 
of State determined that this govern
ment has engaged in a consistent pattern 
of gross violations of internationally 
recognized human rights? If so, can it 
be demonstrated that contemplated 
assistance will directly benefit the 
needy? 

b. FY 1990 Appropriations Act Sec. 535. No. 
Has the President certified that use of 
DA funds by the country would violate 
any of the prohibitions against use of 
funds to pay for the performance of 
abortions as a method of family 
planning, to motivate or coerce any 
person to practice abortions, to pay 
for the performance of involuntary 
sterilization as a method of family 
planning, to coerce or provide any 
financial incentive to any person to 
undergo sterilizations, to pay for any 
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biomedical research which relates, in 
whole or in part, to methods of, or the 
performance of, abortions or 
involuntary sterilization as a means of 
family planning? 

2. Economic Support Fund Country Criteria 

a. FAA Sec. 502B. Has It been deter-
mined that the country has engaged in 
a consistent pattern o gross viola
tions of internationally recognized

human rights? If so, has the President 
found that the country made such 
significant improvement in its human 
rights record that furnishing such 
assistance is in the U.S. national 

No. 

interest? 

b. FY 1990 Appropriations Act Sec. 
569(d). Has this country met its 
drug eradlcation targets or otherwise 
taken significant steps to half drug 
production or trafficking? 

While the country does not 
have drug eradication 
targets, it has taken 
steps to halt illicit drug 
trafficking and fully 
cooperates with relevant 
international authorities. 

c. FY 1991 Appropriations Act 
Title II. Has the President reported
to the Congress on the extent to which 
the Government of El Salvador has made 
demonstrable progress in settling out
standing claims of American citizens in 
compliance with the judgement of the 
Salvadoran Supreme Court? 

Yes. 
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