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o 3. Date of

SU},IMARY OF LOAI{ APPIJCATTON

COIJNIRY: EL SALV DOR

1. Ihe ProJects:

a. Develotrment of uanufacturtng arlal agrlcultural lDdustrleg;

b. Rural electriflcatioE, under tbe Alrectlon of the CorolEl6a
EJecutiva d.el RIo f,eupa ( Cnf,) ;

c. Developoent, of tbe ZapotltCo VaIIey (Mi.nfetry of Agrlcul.ture); anil

d. wate!'8upp1y aoal Eevelage ByEteEs ( la:.atstry of Pub11c Works)
for SsJl Salmdor, Santa A[4, Sa.n ]rllgu.eI, Saota Tecla anal
SoEaonate .

2. Ibe A cBht: I'he Mlnlstry of EcoDoey, ln the nane antl oD behalf of
the Govemmeat of E] Selvador.

atloo: June l-2, 195I.

l+. Anpuat and Currency:

a. US$ 2r r0or0oo for tbe AeveIoI,BeDt of laaufacturlng autl agrlcultural
lndustrleE

b. US$ 45,o@ for nrra]. e]-ectrlflcatlon

cr UB$ 116?51000 for lrflgEtlor ln the zapotltda VBUey

d. us$ ,00O for vater Elipply aDd severage 6yste&E2,10C

lotelUS$ 6110010@ lD dotlars

Pu4loqe of Ioea

lhe requlred firn<ls wlII be loanetl to aad channelea througb the
Banco Central de Reselve of E[ Golvador, rblcb, 1n tura, rd.LL
na,ke theia aval1sble to the BeDco Elpotecarlo, tb€ fnstltuto
Salvedorefro de la Producel6n ( IlIgAfoP) ead other baDktDg
lo8t1tutlols ltr the couDtry prevlcuEly authorlzefl by the Baaco
Centlal. IIre firnda would be usea.to fl,naace epeclfle proJect6

o

5.

a. l,lamlfacturlr3g Bld Agrlcu]-tural InaluEtrle8
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for naaufacturhg aDA aglicu].tural- ludustrle8 1t1 EI Salvatlor.
tbe loan furd6 r,r111 be dlBtrlbuted, follovlag tbe recelpt of
tad.lvldual appli.catloa froB the cLlentB of these baakhg iD8tl-
tut1oD6, 1D the Bectorg already xoentloned by Deaas of neallum-
a[at lolg-tero loals for varyLag a,Dounta.

lbe roa:ciura terr for botb the over-alI crdlt adl the lDdlvtalu8l
IoBDs rroulal be 13 years, lncludlag a 3-year grace perlodj repa]rtoeot
woultl be Dade on a graalualLy 1tlcr€eal'g annual Bca].e durlDg the
reEralllDg teE year8 .

Utlllzatlon of thle loaa by I1{8AI!0IP wouLtl be subJect to reorgaal-
zatloD of that egency ln the be8t iDterests of lts 6tateal objectlvea;
actually, the appLlcant ha6 abeady regue8ted tecbnlcaL a8sistance
frotr tbe IDB for th16 purpo8e.

b. RureL Electri.flcation (CEL)

Ibls proJect coEalBtB of f lllauc lDg a pllot pIaI1 for rula1 electrl-
flcatloD ln eleveD toflDs locBteal 1! Olocullta, Epalteent of
L& Paz, 6t a cost of US$225rOOO. the CoD1616n EJecutlvo Hldroeldc-
trlcs Ael R{o IeEtrra ntll adDlalster the proJect; tbe Coeisi6n ovnE
9OS of a}]. e1ectrlc power geDeratlng facillite8 la BL Salvador. It
has e current lDstalled generatlng capeclty of 6OTOOO kltolfatt8
aDa lE b1t1at1Dg ,-n8tauatlo! of Lrrooo addutloual klIo$atts.

o

Be lnve s teeut of the firodB recovered froo tlhe Eedlum-tern loaoE
lrou].l be perrnltteil, provlded the e&)lratioD dateB of Buch
hve8troeutE alo not exceed the fl,lal term of the over-ell creallt.
I'loe credlt lEEtitution8 referreal to above woul,al prepare the
lndlvialual proJect8 anal, prlor to a d,ecl8loD oD each cred.it
appllcatlo!, the BaDco CentraL of EL Salvedor wou1d, aJ3elyze tlxe
proJect to be flDauced. No subcelllng lrould be Etlpu].etetl f,or
the 1nd1v1duaI Loans to be fiEauced.; holrever, any loaDs ln exceEg
of US$IOOrOOO woul-d be Eubnltted plevlougly to the IDB for epprovel.

In t]}re beet latereEts of ecououic alevelopneDt 1r1 EI Salvsdor, no
flxed perceutage8 woultl be set fo! flllanc 1Dg the local currency
coats of each lrltilvldual proJecti lD8tead, 1t wouLd be agreed. 1D
the over-all loaD coatract tbat, lu toto, a reasonable perceDtage
wouLd. be utlltzeal to finaDce forelgn currency costa corvertlble
to alol].ar8. It ls propoBed. tbat thls loan be granteal fron tle
ordl!8ry reBourcea of the IDB, at an intelest rate of 54/\$ pet
aaDuo, al1il that the Banco CentrB], charge a co@laBlon ot O.25*
for lts servLce6, \rlth a rate of hteregt of 3S per aanum for the
lDtemetllary lnstltutlou; coEEequent1y, the Ear(lmin rete pala by
each indivldual borrorrer w1]I be 9S l)er a.l]rlun, whlch ls the ear(I-tEr.[[
rate set by tbe tsauco CeDtral.
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AB of Aprl]- 30,]961, j.t6 capltaL and reeervee a,Eountetl to
US$IOrSOOrOO0; it bas beeu ftnaaced by locB1 reEources obtalaed
from bona iaBueB, ]oans from the Interlatlonal Bank for
RecoEBtructlon Bllal Develolm.ent, antl contrlbutlonB by the State.

lbe Rural electrlflcatlon plaa conslsts of the creatlon of a
tlepartmeDt of rural electrlflcatlon lrlthll1 the freEework of a
geEeral organlzatloD, la orde! to eDcourage et a later alate the
creatiou of consumer Bocletles 1n whlch the CEL would retaia
any shares not bought by the futuire uEers or by the ttruDlclpalitles.
As the market alevelopeal and CEL soLI it6 shares, the8e fulals couLd
be reinveeted 1! the develo!,Dent of other aleas of the couotry.

Ihe appllcant requeBts that tie IDB Loan be granteal to the BaDco
Central d.e Re6erva, of E] Salvador, otl a tern of 25 years, at aa
interest rate of 4$ per aonun, aad that repalment begln on the
nlnth year, by nean8 of gredually jncreasllg hstall-roehtE. $reee
prol)oBed terfia are based on econoElc studie8 nhlch lnailcate that
the adlllalstratLve agency for the zone would probabfy 6how a
deflcit for e perlod of elght yeargi consequently, it i6 requesteal
that within thls perlod ot y luterest oa the loan be patal. ftrere-
fore, lt ls recoreendeal that 1f thi6 loen 1s Bpproveal, lt be
Sranted frorn the EpeclaL funals of the fDts, on tbe terms end
cotldltion6 proposeal. Ihe iatenaeallary and guarantor of the
operatlon, the lauco CeDtral de Reserva of El, Salvaalor, wouJ.d
not receive alcy colE0lB8lon for ltB serviceB.

c. Developaetrt of the Zapotltdn Valley

Detalled. studies of this proJect have been eDtru6teal to the flrm
of N. V. GroEtm.j.j , Gronalverbetterhg 1n oDtgtuB1.ug l.dEatschapiJ,
Hollard, whlch has agreed to alellver them oB Ju].y 1, 195I. The
proJect incl-uales flood coatrol in the Va.11ey, a drafua8e ca.llal
Eyatem, ao lrrlgatlon caDal system, aofl a road oetwork. Co6t
estlloates inallcate that, the project vouLd. aeoult to approxiEately
US$2,r?5roOO, of lrhlch uS$lrOOorOOO woul-d. be useal to acquire the
necessary equlpEent. the Mlnl8try of Agrlcu].ture ha6 already
laveateal US$5?,000 ln the Dece8sary atualle6. Ihe vork 6chedule
1s estfuateal at three yeers, begilrnlng October 1, 1961. Con6equentLJtr
the IDB ls a6ked to furnlsh the a&oult of US$1,5?5,0O0, at e tertr
of 2O years, 1nc1udlng a ttrree-year grace perioil, at an lnterest
rate of 5-3/41" per anuum; tbe balance requlred to conplete the
total cost of tbe proJect w111 be financed fron the ordlnary
resources of the Mlalstry of Agrieulture.

If the loan ls approved oo tbe coualltloDs outllned above, 1t wouJ,al
be grauted froD tbe ordlnary re8ources of the fDB.

The proJect uou].d. cover au area of 4r5IO hectares. Tb16 area lleB
460 roetere above sea level- antl iE foroeal chlefly of vol-carxlc
aleposits. The Valley fornerly coatabed a enaLl ]&ke, but sDa
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elluvlte aad accuEulated depo8j-t6 frotr varioua rlverB have fllleal
it to 6uch ao exteat that 1t haB becoBe a den8elJ vegetateil swamp.

The Lacl< of good. arBlaage resu.).ts 1! extremely poor agrlcuLtural
conalltloDB anat 3,900 hectares cannot be cu]-tlvateal dlrrlng the raby
aea6oB. Therefore, durlng the alry Beason frotr NoveEber to April,
3,200 hectarea are farBeal lutenBlve1y, utillzlng the hlgh res lflual
huoltuty suppleroeDteal by irrlgatloE. Horreve!, the probfe6 ther
becoaes a uatter of eisuEe of lrrlgatlon r'rater by certaln laldoL'oerg.

Ih16 zoDe needs to be fu]ly lDcorporated lnto DatLoDal protluc tion,
Blace lt 1a oEe of the rlche8t areaE i.n the couDtry, because of the
rlchneBs of 1t6 solI aad 1ts fevoreble locatlon betweea tbree great
urban center6: SaD Salvaaor, Sauta Ana ond. Soasotlate. Such
ll1colporatiou would Becure a Bore stable Earket for Valley proaluctB
thao exlsts 1D other regloD6.

Prior to the year 1pJ0, tbe eatlre Val1ey and trueh of tbat
BurrouDdj.ng Laud vas ouned by a 6bg1e faolJ-y. DurlDg that
crltlcel era, the area waa bought by the goveruarent for oettlenent
nrrpoaes. The IanA was 6ubdivLled lrlthout the beneflt of aDy
stualles oa the quallty aod productivlty of the eol1, a,Dd the area
waa Eot provldeal rltlh a Eultabl-e network of roads aDtl lrrlgatlon
aatl draiaage canals .

d. Water Suppl:/ aDE Sewerage SJ/8telB

Ttre co6t of th18 proJect lE us$3ro,o0oroo0, vhleh voufd be lDvestea
lu Sau Salvador, Senta ADa, SaD Miguel, SaDta Tec1a aDd Sonsonate,
wlth a totaL populetlou of 3?2r0OO lDhabltants i beceu6e of the
iEportance of th16 gtroup of c1t1e8 1n the ecoDoElc actlvltles of the
coultry, lt 19 expected that they w111 be eble to aEortlze the
inveEtroent. Ilvestr0eEt8 by the Clcve!,cEent of EI Salvador 1n these
cltleB to lmprove vater 6upply arld Belrerage servlces aoounted to
nore thau six mlLllon tlollero durlng the past ten year6; consequeDtly
total goverDEeDt lxvestreDt ln these citles !1111 reacb more thau
9.5 El}J.io! d.o[ar6, of lrhlcb oaly 22$, or 2.1 nlIllon dofLar6,
\rouLd. be fllxaDced by the IXts loaa. the reoel.nlng cost of the
ploJect, that ts, US$I,I+0O,000, r^rou.Ltt be pelal by the Govetsment of
EI Se1vador, lrhlch sgrees to al].ot the Decessary aDouDtg in lts
forthcoolag budgets. the loan wou]-d. be graDteal from the ordinary
reaources of the IDB on a teru of 20 year6, iucludlng e 3-year grace
perlod, at aD luteregt rate of !-3/l+S per anoun.

o

ID roost of the citles of EI Salvador, vater supply Eervlceg are
iD6ufficient to eDaure the health of the j.Dbabitaats i this s ltuatloD
has reeuLted. 1tr a htgh perceltage of lDfaDt Dortellty fron ga8tro-
lDte8tina1 d.l6eases. LB proof of thi8 6tatex0eut, the appllcaat
polnt8 out that durlDg the 1a6t three yearB the average rate of
lafant mortBllty 1n EI Salvador vee 8U.B per tboueancl.



,

o lbe preseat coad,ltloa of se\rerage syBteEa ln
Selvadoreen urba.ri ceaterB iE tn]ly deplorabfe. In tho6e citles
vhere no Eewerage Eervlce iB provldea sewege j.a eEptled into the
Deare6t rlver or streaD, con8tltutlng a sellous health tbreat to
the Burround.lng comunltleB. To 6olve these problene, the MlDlstry
of Prrbuc l,IorkB ha6 preparetl a four-year noaster pl,eo coverlug
80 cltles nlth a total popuLattotr of 725,AOO lEhobltaDtB, at aa
gsllnntefl coEt of US$1O,BOOrO00. Acturlly, the proJect uader
couslderatloa fofiD6 part of tbls p1aa, deslgDed aB 1t 18 to provlAe
tbese Bervice6 ln flve of tbe Eala cLtles of the country.

6 Gu8rantee I The operatioD rrould. be guaraateed by the Begublic of
El- Salvador.

7 Recomepdation: That sevelaL loaas totallDg US$,'OO, OOO be
authorlzed to the Banco Central ale ReEerva of El Selvatlor, pursuant
to the teras - and. condltlons 6et forth iE the attacheal re8olutlonE.

o

o
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RECOMMENIIAIION OF TTIE PRESIDENT

Ihe Pregldent of the Bank reco@enda the ad.otr tlon of the fol]onlDg
r€solutlon:

IOAN TO IIIE BANCO CENTRAI DE RESMVA DE EL SALVADOR

Ibe Boe.ld of Executive Dlrector6

RESOLVES:

Ihat the he6jdeut of the Bank, or such officer aE be 6h411 ales lglate,
18 authorlzei, !r +.rhe nase and. on b('half of the Bonk, to entr:r' lnto 6uch
contract or contr.'L13ts ai Bay be necessary rlth the Barco Ceat:al de ReEenra
dle El Sa1vador, a;; princ lpal debtor, aod th: Bepubllc cf El Salvad.or, 6s
guarantor, fcr tire Purpr-r66 of grantlrg a loan t,) the Banco Ceutral to flnance,
throu€h banliiDg tnBtltutions in that coustry, speclflc proJec',s of prlrrate
corll)anles or lutllvtdu&l.c for the tlevclopnent of euter?rise8 of ludustry,
agrlculture, llve-stock rs,lsllg aDtl haadlcrsfbs. This Loa.D shal1 be EubJect
substantlcll y to the fo11ov1D6 provi:rlons l

1. Auount aad Currencles: up to us{rzrloorooo 1n dollar6, or its
equlvaLent in curencles of othel Eember countrles for expenses
1! foreign currencles auat up tbe equlvelent of US$400,000 for
local currency co6t6. Palmetrts of aDortizatlon aad. lntereBt 6haL1
be nad.e proportloDately 1a the curreDcle6 1oaaed..

2. Souxce of Funal8: The orttlnary capltal resoufces of tbe Baok.

3. GualaElee: the obl"igatlonE of the debtor 6ha].1 be guaranteed by
tbe Republlc of E] Salvador.

l+. Amortlzatlon: The debtor shal1 allorblze the loaa Ln a perlod of
]3 years fron the alete of signature of the contract, by loeans of
2O coneecutlve BeelaDnua1 lnBtal-hents for the aJnouDtB sbo n ln the
annexed. PIen of Amortlzatlon, the flr6t of whtch Bhal-L be peyable
J lf7 yearB after seld. date.

5. Interest: 5-3/t+fi pet aanr:n ( tucludlng the 1$ apeclal collltiBBloa
of tbe Bank) on prllcipal anouDts out8t8trdlng, payable BexolaDaually
collurenc 1Dg 61x nouths a.fter the alate of the coutract.

6. CoDldtnent Fee ! J/\$ pet anDum coltlrrnc 1ng to accrue twelve rnonths
frou the date of the contract oE the aeount by which the undlsburEetl
balence of the Loan exceealE !0!6 of the total thereof. PeyEent shal]. be
Eede ln alollar8 except that the peytrent correepondllng to the a.Eount of
tbe loaB authorizea ll1 coloD6 BhaLL be Dad.e 1D that curreDcy.

o
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7. DLebureenent l TotaI dlgbursenent of the loan 6h411 be eade
l,lthla a period of tvo yeare.

B. Speclal Condltl ons

(a) No part of the Loan nay be useil ae r.rorklng capltal or to
flnance coffee production.

(b) Prlor approval by the IDB 6ba11 not be requlred for credlts
of less than US$IOO,OOO, or the equlvalent thereof, vhlcb are
grsoted. through a bank to a 6 Lng1e natulal or Jurlailcal pe!6on.
AIL other credits shal1 be 6ubJect to prior approval by the IDB,
upoa recolxlendetlon by the Banco Centrel. Si-El1ar approval Bha]I
be requlred for an addltlonal crealJ.t to a s1ngle aatura] or
Jurldlca1 person whlcb cauEes the tots,l a@ourlt to exceea the
1l'n{t lndlcateat.

(c) I\lnd.6 recelveal froll servlce of the creallts granted by the
BEDco Central vbicb accurdrrl-ate 1r1 exceEs of the a,nouDtB Deeded to
aervlce the ].oao eEy be used 1D B1&l1er proJectB oD the 6e.Ee
coDalitlons aB the orlg1ua]- c!eal1t6, provliieal tbey are repayable
wlthla the te:a of the over-a1} loan.

(d) BaDk6 anal other lnterreillate la6tltutloDs 6hal1 not cbarge
aB iDtereat rate blghe! thau 9S per alnutr to the borrowers
benefltteal by creallt Ead.e froE the proceed8 of the IDB loen.o
(.) The resources of the loan 6ha1l preferably be usett to
fj.nance proJects that lrilI help to funprove the balauce of
pal/leatE of E1 Salvad.or by reduc lDg lEports or by lEcrea8 iDg
exporta or both.

(f) Likewise, preferentlal attentlon Bhall be glve! to
ploJects for lnalustrlal a.nd agrlcultural d.eveLopnent of tbe
Ereea of Zapotltdn and Olocu11ta where proJects flnalrced
wltb IDB l-oans wiLl be carrietl out.

(g) lbrough agreeDent betrn'eeB the IDB antl the BaDco Central,
e part of the loan 6heIL be alevotetl to proEotlng haDdlcr&fb6.

(h) Wtthout preJud.lce to the proviBloDs of the preceallng
paragraph, not ]e66 than l+O/ of the total- costB of the proJect8
benefltted. by the loan, 1tt thelr entlrety shall be proviated by
the borrovele from otber resourcea.

o
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ANI.ID( AMORTIZATIOI,I SC'ITEDULE

BANCO CU\ITBAL DE RESERVA OF EL SAIV/JOR

y'o of aroount
dlsbursetl Amortizatlon of prlncipal

7t}l
Bth
9th

10th
lLtb
12th
13th
1\th
15tb
15th
1?th
lBth
19th
2qtb
21Et
zzIrd.
2lrd
2l+th
zrt}]
26t}i

perlod
perioal
peri.od
pei'rod.
perlod
perioal
period.
perloal
period
pe!loaI
perlod
period
perlod.
perlod.
period
period
period.
period
perlod
perlott

Ead of

6eElannual
senlaDnuEl
6etrlarmueL
senlaDDu,al
6enlertnual
ser[lannua].
seroiannual
seElannual
6er.,iannual
6enlennual-
6enlaJcnual
EexolaDnual
I erolannual
s eniarnual
6emlannua]
6erolannua]
seolan!.ual"
6emlaDnual-
Eenlablual
selrlaonual

75,OOO
7',OOO
BT,5oo
81,5ao

Ioo, 0oo
1o0r 0oo
Llz,5OO
112, rOO
125,ooo
l25,OOO
r37,5OO
L37,roo
L50,o0o
1r0,00o
150,O0O
150,OOO
150,OOO
1ro,00o
]-.62,roo
152. 500

us$2, r00,00o

3
3
3.'
'5.5
h
l+

t+.5
\.5
5
5

,.5
5.5
6
6
6
6
6
5
6.,
6.5

100.0

o

o
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RECOMME{DATICN OF IT{E PBESIDEX{T

fh6 he8ldent of tbe BaDk recomeDtlg tbe atloptlon of tbe follov'lag
resolutl,oD:

LoAN T0 lHE BANCO CEX'ITRAL DE RESERI/A DE EL SALVAD0R

5:e Board of Executlve DlrectorE

BESOLVES:

Ixat tbe Preeltleat of tbe BeD.k, or euch officer ag he Eha}l deBlSDate,
la aubhorlzedl, lD tbe name aDal on behslf of the Baok, to etrter lato euch
contract or contractE as roay be necesEa!:f wlth the Sanco Centrel de Reeerva
de EL Sa1vad.or, a6 prLaclpal alebtor, eDd the Republlc of EL Se1vador, eB
guaraDtor, 1u order that the Banco Centra]- t[ayr fu t[rn, :nake a loan to the
Coalel6n EJecuttva HLdroeldctrlca aiel Rfo Leq:a to flDance t rural
electrlfleatlou p11ot proJect 1u eleven tovDs locatetl 1D the area of
Olocullta, Departnent of Ia Pez. Ecls loan Ehall be subJect substaatlal].y
to tbe follorrlrg provlalotla:

I. Anount aatl Qurrency: Irp to Us$I5r, ooo ln iloalarB, or the
equlvaient tD curfeneleB of other member count"les, for
forelga excheoge co6tB aDil up to the equlvalent of US$60, OoO
lD colonB fo! Iocel curleEcy coEts. Plr]/neDts of amottlzetlo!
al1il latereBt 6hall be DEde proportloDately iE tbe currencle6
]'oaneal.

2. Source of FunrIE: the Fundl for Special OlelatloD8.

3 Guara.ntee: &e obllga.tionB of tbe debtor shaI]. be gualatrteeal
by tbe Repub].lc of EL Salvailor.

ll. IDorblzetton: lre dlebtor sha! l anortl ze the loan la a perlod of
2, year6 from tbe date o! slgnatur€ of the coutract, by neaDg of
14 eqrral and coDgecutlve EenlaDlrua1 ln6 balt-xreDte, lncludllng
auortlzatlon e.DiI the lDterest accrulDg durlng the correspoDtllEg
perloal. Ibe flrst lDstFl lllrents ehaJ.l be peyable B-t/2 yeara
efte! Bala Aate.

6. ComlttreDt Fee: None.

7. DLebursenent: Total all sbursement of th6 loan shalL be nade
}llthla a perlod of oae yeer after tbe drte of the coDtract, or
wlthlu sucb loDger pellod aB nair be agreed. upo! by tbe Ba^ak.

5. Iaterest: l+$ per annrm on prlncl-pal a.nou!t6 outotalatlng. Ihe
lDtereE for eacb of tbe flrat 16 seulaDnual perlods Eha11 be
payable at the endl of tbe reepectlve pellod, lrlthout amort l zation
of prlEclpel.

o 8. Speclal CoatlltloDB: NoDe.

o
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NECOI{MENDATTON OI' trTE PRESIDU.IT

&e heEldeDt otr the Bank recomeaile the adoptlon of the follol,lng
reBo].r(tLoa:

LOAX 1O IIIE BANCO CEIfTBAL DE EESERVA DE EL SAll,'ADoR

The Boartl of Exeeutlve DlrectorB

RESOLTITS:

Orat the keeitlent of the leak, or gucb offtcer ee be shal1 ileolgaate,
tB authorlzeA, la the naDe aDa oD behale of the Baak, to elter lnto guch
coutract or coDtaacts aB Eay be DeceaoarJr w-1th the BaDco CeubteJ- de ne6er:va
fle EL Salvador, 6s }rJ.::clpa.L aebto!, aacl the Republlc of EL Salvaator, ae
gu.arco'uor, ful ol(ter tbat the BeEco Central ealr, l.n tum, aoke a loeu to
the l.[n16try cf lEglcrd-ture aail Anlral EuebantlrJr of EL Salvad.or to ssslat
1rr flnaacI,r:g tlre rrgrlc'u1tula1 alevelopreat of the Zapotttdn va}Iey. n1la
loeu sheIl be BUbJect eubeteatial\r to the fol-IorlDg provlalons:

1. 44quDt ard Olrrencles: t& to IrS$],050,000 lu dollarB, or
EE-eliffiGifTi-tiFrencies of other uenber coubtlles for
expensea la foreigu currenclea end up to tbe eq',rlvalent of
uS$625rooo 1u colons for loca1 currebcy cost6. PqvitreBtB of
aoorblzatloa antl lr:terest BhaIL be roaale ploportloaate\y ln
the currenclea Loaned..

2. SoE ce of Funils: Ibe ordtDarT capltal resoulces of the Baak.

3. 9gsCC*gg: &e obllgatloas of the debtor ehall be gr:aranteett
by tbe Reprib}lc of EL Sa-Ivadlor.

4. Ar4oritzatlo:l: the det to! shalI aEortlze the loao 1o a perlofl
o?_ZOTEAttfrom tlre date of, Blgaature of the contract, by
neaug of 12 equal and conEecutlve BeElaExuaL lnstell&eut B,
luclutuDg anortlzatlon aDCI the lDtere6t acctueA durlDg the
eorreEponalllg lerlod. tree flrst lDstefhenb shal-l be payable
3-i/2 yearg af,ter Eaia alate.

5 Intere6t:
sif ![E lank

-3/ t+$ per annrar ( t ncludlng the 1/ special comLaslou
on pltltclpal anouatB owEtaatllEg. The luterest

5
)

for €ech of the flr6t slr( 6anl aDDuaI pertotte 6hs11 be pa.yable
at the eBaI of the le6pectlve perloal v1tbout anortlzatloa of
priDcll)a]-.

6. Co@ltneDt Fee! 3/t+ ot l$ per aanurl on the undlsburseal portl,o!
of the loen, cornencing to accr'-le 6o daya after the date of the

o

coatract anil alate8 deslgnated fo! layneEt of, lDteleBt" lbe
fsE s[qll be payable 1a ao11ar8, except for tbe fee ou the portloa
of the IoaD dlebureeal ltr colora, vhlch sha1l be layable trl
that curetrcy.

7. DlBbutgepept: Tota"I dlBburseueat of the toea sba1l be Eade rrltblD
a perloal of tbree yeerB.

8. ft)ectal ColaHtlogs: NoDe.
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RECOMME.IDATION OF THE PRESIDM'IT

Ihe Pre6 ialent of the BeDk recotrulead.s the edoptlon of the follor.rlng
lesolutloD:

IOAN TO THE BAI{CO CEIITRAL DE RESERVA DE EL SALVADOB

The Board of E<ecutive Directors

RESOLVES:

That the Fresld.eat of the Bank, or such offlcer a6 he shaLl designate, is
authorlzed, ln the aaJIe and ou behalf of tbe Banh, to enter lDto Euch contract
or contracte as nay be neceEsary wlth the Ba[co Centrel a1e ReBerva de El Sa].vador.
aa PrlDclpal debtor, and the Republlc of EI Salvador, as guarantor, in ord.er
that the Banco Central Day, ln turn, uake a loan to the Adel!1stt'ac16n Nacloaal
de l^cueductos y AlcantariLlados to aagLst 1n fln8nclng the expans ion aDd.
1lq)roveEeDt of the water supply syGtetrE ia the citles of San SaLvador, Saota
Aaa, Sau Mlguel, Santa Tec1e, and SonsoDEte. this ],oen sha1l be EubJect
Bub8taDtlaqy to the follorlng provlBlono:

L. ArooErt and CurrencleB: Up to US$Ir 2601000 1D t1o11ar6, or the
equlvBlent tbereof 1!1 curreucleE for experses iD forelgc currencleB.
PayEeDtE of a&ortizatlon aDal iuterest shal1 be rnade proportloDately
ln the currencles loa&ed.

Source of F\:rxd,s: The ordlna ry caBltal resourceB of the BSDI.

Guarautee: I'he obllgatloDs of the tlebtor sba]I be guaralteeal W the
8epubllc of El Salvador.

l+. Anorblaetlon: ftre debtor sha.l-l amorElze the loan in a perlod of
20 years froE the date of slg.nature of the contract, by meaa6 of
J2 equal and consecutlve Betrial luaI ln6tall-oeuts, llcludlag
amortlzBtlon and the lnterest accrula8 dtlrln8 the correeponding
perlod. lbe flrst 1u6ta1l-r0eat BhaIL be payable l+ t/2 yeere efter
6alal date.

2

2

,. IptereEt: 1-3/4% per aunuro ( tucludlng the 1$ speclal co@lsElon
of the BanX ) oD prlnclpeL a&ounta outstsaAfug. the lDtere6t for
each of tbe flrst slx sentannual perlod6 shall be payable 6t the
end of the lespectlve perlod, wlthout aeortlzatlou of prluclpaL.

6. Co@ltBert Fee : Slt+ ot tfi per a.nnum, h alollers, on the uuttlsburoed
portlon of the 1oa!, co@enc i-ug to :rccrue 90 dayB after tbe tlate of
the contrect anal payeble on the dates de6igDated for peyEent of
lDtereat.

Dieburgeoent: Ibtal rllsburseoent of the loan shs't l be DE(Ie $1th1D
a perlod of three year8.

gEEclaI Conilltlons: None.

'l

I
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RECOI.4MENDATION OF l}IE PRESIDEX1I

lhe heelalent of tbe Bank recoruends the adoptlon of tbe follow'lDg
reEolutlol1:

I,OAN TO UIE BANCO CEI'IIBAL DE BESERVA DE tr., SAIVANOR

The Board of Executlve Dlrectors

RESOLVES:

&at the Preolilent of the Baak, or Euch offlcer as he shal-L deelgFate,
16 authorlzed, 1E the naoe aDd. on behalf of tbe Bark, la 1ts capaclty as
Adnlnl Btrator of the Socl.al Progress truet Fund, to enter lnto such contract
or coutractB as nay be neceBsarlr with the Banco Central cle Reserva de EL
Salvaaor, aB prlncipa]- alebtor, aDaI tbe Bepubllc of, EL Salvador, as guaranto!,
tD oraler that the Bonco Ceatral Itlay, la turn, nake a loen to the AthiDlstra-
c16n Naclonal de Acucductos y Alcantarilladlos to a6slst lD flnaEcing tbe
erlaDaloD aafl lnprovernent of the Belrer€lge 6yste$s of the cltleB of San Salvadlor
Santa Aaa, Saa l,liguei, Sarrta Tecle ead Son6olate. Thls loaD BhBIl be
gubJect eubstaatlally to the followlDg condlltloaB:

1. Amount and. cgryencyj tlp to US$84orOoo. Paynente of anorbizetlon
aEdl irrterest shelL be Eade 1u the natloDal curreDcy of the
borrowe!, 1n au amoult oufflc leat, lD each case, to a6sure that
the payneat be equal 1u value to the aloolxlt due Btlpu-Lated 1n tlo]-larg.

2. CuaraEtgg tre obl-tgetlons of tbe dlebtor 6hal"I be guaraateeA
by the Bepubllc of EL Saivador.

3. Amorttzatlo:: 01e alebtor 6ha11 anottize the loan 1E a perlod. of
30 yearE from the ds*.e of Elgaatule of the ].oao agreeEeDt, by
meaaa of 60 consecutlve serdauEual ln6tall'ljeut6 computetl on a
progre66lve scaIe, 1a accor,l.auce !r1th the Schedule of AmortlzatloD
annexeil to thls reaolutlou.

l+. Servlce Clxar S/l+fi pe" e:rnrn, 1u iloll-af,s, oB prlnc lpeL
anounts outstandllDg payeble genlaDrluall-y oD the aau,e tlateB as
lallleuts otr smortlzatloD,

5. fnterest: 2-3/\% per an 1r.@ oE lrincllal anouDte outgtandlng,
payable BeElarlnualLy oa tbe same tlateg as payEents of aJaortlzatlon.

6. Dlsbursenent: TotaL dlsburseueDt of the loen shall be Eaae w1th1n
a pelloal of tvo years a.fter the aate of the contract.

o
7. Special CcD(Lltlono: None.
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aaouDt ill6burBeal

Iastallment per
sedeinual pe3tcd

A&orUlzatloD
of prlEc lpe1

]-gt to 4th B€elaDEuaI perloalB

,tb to I&tb rr n

19tb to 32rd tr rr

33rd to 46uU tr rr

4?tb to 6obb rt tr

O.l per perlotl

L.o tt ,

1.5 tt rr

2.O ' tr

2.5 " !r

IJs$ b,2oo

gr4oo

L2,5oo

L5,8oo

2l_,0o0

us$ 15,800

11?,600

175,tOO

23r,200

2g4,ooo

Icrtals 60 Belo1.annuaL perlotls lOO* us$ B4o,ooo

o

o

hal of



aaarat
ata
aaa

ffi

o
:

o
o

q

(J

\
q

z,

F

F
o
o-

N

ffi
J

x.
f,
u.

z
o
(J

I
l!
&
F
(J
uI
J
llJ

o
+

\
q/

O
o

(J

l
)
o

F

U

N

\..i

F
z

:

c
o
o

za
<J

J
(J

F

F
z

t
(

q

u,

F

z
o

z

UJ

l
o

.L

F
z
l

o

UJ

l
o
c
u,
F)
N
UJ

f
o

I
)

z

F
z

(

\

q
t

(

:
d

c

ra

\
q

s
a

+
o

+
..-

a

L
)
i-
2

v)

,

1

t

f

(

)

(

L
o
1'
IE

-IE

o
II

ltl

t-

N

N

N,

N

\\

N

f'

NO

z

N'

N*
N'



o

o

o

1l+

ANAIYSIS OF TTIE PROJECT

I. ITIE APPLICATION

L. Iu a co@unlcatloD alateal June 12, 1961 aDd addresEed to the Preslttent
of the Inter-Anerlcan DeveLopBetlt Bank, EcoDoulc AffeLrs Mialster
Rafael Glower Valtlivteso eppued foroBlly for several creallts to
flnance part of en iDteDs 1ve two-year econoBle anal soclal derelolment
progr8rl. Tbis applicatlon fol1owed close oD the heele of an IDts
loisBlon to E] SaLvaalor. Ibe nlssion was 6bLe to allscu8s aDd exa&ine
the projects tuclud.ed ln this progra,n lrhlch the provlslona] Coverotrent
of El Selvador propoBe6 to undertake in order to pretrnre and lnltlate
a broader ov€r-elL progran to be carrled out, as the M1D16ter of
Econotolc AffaLrs EtateB, by Bubsequeut adrufurlstratlonB. Tro i.EpleueDt
thi6 prog"an, the goverDnent reckons on ltE ovb re6ource6 ancl those
of lts autononou8 1n6t1tut1o!B, on IDB credit, tecbnical aBsl6tance
fro& laternatloaal i.D8tltutlou6 aDd the resource8 of the llter-
AuerlcaD Soclal ProgreBg I?uBt fuoal.

Iastly, I,{lnlster GLorer Va].Ilvle8o atates in hls appllcatloD that,
aE a geueral- ru1e, all the requestea 1oan6 be lacluiletl rlthln 8,

s lngle Llne of credit granteal by the IDB to the Barco Central de
Reserva of EI Salvedor wblch, conseguently, w1]1 be regarded 1n thls
alocueent as the borroJe!.

BORBOI.IER

2

II. TEE

A.

3.

Orgauizatlon

Ihe BaJlco Central d.e HeBerva of E]. SaLvador rrea establlsbed. by
Declee No. 5l+, d.ated June Ip, L934, to provlde the couDtry vith a
stabLe currency anat with e1e6t1c cred.j-t to f1t econonlc requlreneDta.
A6 set forth 1n thls d.ecree, the Ba.nco Ctsntra1 eEerged from a
reorganlza.tlon of the Banco Agr{co1a Conerclal., after the Ba.nco
Occld.ental alxal the BaDco Selvado"efro had rellnqulshetl thelr right
to 16sue peper currency. At the saee t1me, gold and a68etB deeneal
Bcceptable under lts 6tatutes were transfefred to the Benco Central,
\rhll-e ura.cceptabLe a6seta vere tra.Baferred. to the Epeclal deposit
accouDt of the govemnenu a1I these operatlong vere trenEacted lu
suos equlvalent to the paper curreucy lsBue8 anat other obLigatloag
of the Banco Agrfcole Conerclal. F\rrthemore, the Banco Central !'a6
empoweretl to redeen the cfu'cu],at1ng paper of the forDer lssuJng banks
by ltB ovo uotes, thu6 becoolng the 6o1e ln8tltuttoa of issue.

Slnce the U.S. aiol].ar bad been revaluea on January 31, 1931+, the
Chsrter of tbe Bauco Central de Reserva of El- Salvad.or speclfieal
that the revaluetl goJ.d would. be eatered on the Banco CeDtre1rs booka
at the rBte of 2 colonB per ilo1Iar aoal tbat the ava11able portlon of

4



r5

the book profit resu].tlBg froE thls revaLuatlon rrould be applleal to
cancel the Etetera debt wlth the Baaco CentraL ltEelf. Al"1 the lega1
provlsionE referring to the coustltutlon of thls Baaco Central- lDdlcete
that it e[erged aB a prlvate entj.ty free frolo goverotrent intelv*eDtion.
However, the Baoco CentraL asBuroed. functlono proper to e regulator of
the banklng 6ysten, and. powers were ve6teal in 1t to coDpel co@erclal
bauks to mai.ntaln ca6h reEerves on deposit ln the B8,;3co Central,
apa:'t from fuDd6 aleposited. rrith other bank6. Comerclal banks lrere
eleo obllged to eubscrlbe ohere8 for a free value of 150,000 co].oDs to
conBtltute tlle iltitlal capltal of the Banco Central, nhlcb obligatlou
was Ead,e appllcabl-e to all creallt lostltutlonE establt6hed ln the
future .

5. The orlglnal stockholalera of tbe Banco Central al8o lncludeal the
Asociaci6n Cafetalera de El. Salvad.or, whlch reeelved Bhalea for a
value of 600, OO'J colcrrsl the Asoclacldn was oll-lged. io bold perEenent\y
6.tra btegra[y rhen it vas nade a Bublic utlU.:y fc L::rdatlon. Tttis
leA to tbe deslgnatlon of the flr6t Board of Dlrectors of the lanco
CeDtral tle Reserva, as fo]lorrs:

The Preolalent of the A6oc1ac16n Cafetelera
J allrector appolnteal by the share-holliDg bankB
2 dlrectore appolnted. by the 0rganlzlng Conmlttee.

these four dlrectors electeal the Presld.ent of the Banco Central,
bringlng the nurober of boaral nembers to f1ve. the appolDtment of
the Pres ld.ent-elect rra6 EubJect to confirEetion by the kecutlve Braacb.

Ihe Cherter waE approvetl by Lgt8letlve Ilecree No. 55, dated June L9,
lpll+, whfch also e6tabl-1shed. au authorLzed. caplte]. of lr5rOrOOO colonB;
all forelgD governments aDaI the natioDaL goverEnent were exclualeal by
speclaL provl6lon froo eLther d.lrect or lllallxect partlclpatloD a6
shar€-ho1d.ers la the 1n6t1tut1oD.

'l . Ttre Charter lnclualed provlstous concertrl-ng the operatlonB in whlch
the Baaco Central was enpowereal to engage, iDclual'Dg alt6couDtlng aod
redlscourtlng, buylDg and, seLLlng of forelgn exchange, receivlng
deposlts, purcheslng aecurl,tieB, graJlting advabceE, etc. Ihe ?nlnimE
requlreueut in golal Bntl fore lgn exchaDge to cover the eolsBion of
notee 1I1 circulatlon aDal slght drafls vas fixed at 2!$.

Natlonallzetlon of the Baaco Ceutro,I de Reserva

1b16 s ltuatlon subsl8ted untlL Aprll 20, I96L, when the ClvlllaD-
I'E1ltary Board, coEsitlerlDg tbat, by gxaDting exclus lve rlght of issue,
the State bad a8Eureal the grovth and prosperlty of the Banco Central
d.e ReEerva de EI Salva(Ior CorporatloD wlthout havlag reserveal for
j.tee1f the authority to gulde lpnetery aad creallt po1lcy for the
beneflt of the Eatlona1 ecoDory, and tiat lt rras the duty of tbe State
to gulde EoDetary pollcy lD ortler to creete optlmrn coEditlon6 for
natlonal ecotroDlc growth, deenled lt advlsable, by vlrtue of the porerg

6
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vestetl in 1t by the Con6tltutlon, to decree that the Ba.rrco Cetrtral
de ReBewa r1e El, Solvador CorI)or&tloD becoroe a publlc gpvetateeot egency
of ind.efln ite ilu:'atlon vj.th lte own ju1'1d:i.cal, perBonality to exercLse
rightB and. incur obllgatlons of a1I hlnds.

9. fn thi8 oanner, a1]- the a66ets and. llat'ilitles of the Banco Centra].
de Reserva de El Safvador Corporatlon, rrere tra.n6ferred, to the Defi
lnBtltuttou, particularly the exclug ive authorlty to 166ue rpnetary
currency, uhlch would clrcu].ate rlthout restrlctlon as legaJ. tender
for paFrea'L of eL1 atebt6. thls authority did not Euspend the Iega1
tend.er status of pBper. curreDcy alxd coln6 prevlously lssued by the
Banco Central, e6 so stated ln the aiecree natlonallzbg the lnstltutLoD

C. AdnlnlstTation

Concurrently wtth the prov161o!6 relatlng to natlonallzatlon of the
lnstltutlon, the decree issued by the Clvlllan-Milltary Boaral provialefl
that the tsa^nco Central- rroui i. be goverDed by s, tsoaral of Directors
conposeC of 7 !!e&ber; as fo,-iowB:

a) A Chalrnan anal a Vlce-ChairEsa appolntetl for flve yearE by
the Presid.eut of the Relubllc or hi8 represeEtative;

b) qrre d.lrector oJf,d. one alterrrate elected by tbe banklng
1.'r6tltutions ot' EI Salvadori

c) O1e d.llector and. one eltemate elected Jolntly by the
agrlcul-turol abal 6tock raisj.Dg sectors;

d) Ore director ald one alterDate electeal by the Salvadorian
industrlal essoclatloD8.

In add.itlon, the Mlui8ter6 of EcoDonlc Affelr6, FitlaDce aDd Agricu-Lture
would be ex-officlo dlrectora erpovered to delegate thelr functions to
tbeLr respectlve lJnder Secretarle6 or to prottrUreDt officle]-s iD thelr
r€spectlve fieldB.

12. ID oraler to avold iDterruptioDs ln tbe operatioDs of the Banco Central,
1t t.a6 estabLi6hetl that, uDt1l the Cbsrter was decreed, the lnstltutloD
nlght u6e the reserves leferred to ln Artlcle l+O of Decree No. 5r,
dateat JrrDe 19, 193i+, to protect the gtabllity of Salvadoriao currency
abrosd, and that it voulal coltlEue to operate uDder Buch provi6loD6 of
Decreee 6l+ and 6r, dateal JuDe 19, 1931+, a6 do Dot run counter to the

IO. oa tbe other halal, th16 decree sets forth precl6e rule6 for regulating
bo''k obi1gat1on6, aBslgnlng the Baaco Centrel the povef to set
a.ntl charrge lega1 cash detr}oslt req.ulrernetltE, establ.,.r:h quantltative
al]at qualite,tlve credlt eontrols, set comercial baL;..:ing redlscount
8Jxd. luterest r6tes, authorlze balxk lnvestEentB 1n sharee, aDal e8tab1i6h
Eouetary sancttons for vlolatlons of 1t6 rul-e6.
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tems of the NatlonaLtzatton Decree. Ihe saEe crlterloD ta6
establlsheal for the Boa.rd of Dlrectorg of the Baok, wbj-ch was to
e:iercige the polrers vesteil by the afot'esa'l-(l d.ecree6 anA their
E.mendBeBts in the Regul-ar Shereholdero -r,ssenbly eual 1D the Boaral of
Directors of the Banco Central de Reserve of EI Salvador.

13. Iaetly, lt r{as declded that tbe Banco Ceatral woultl pr:rchese the
ghareE legelly regtstered. untler the naire8 of sharehoLders for ca6h
at face value.

D, Background - Experle[ce

1l+. The Goverr:neut of EI Salvador has uttlized forelgn flnaDclDg by
fl-oatlirg bonal 1Esue6 1D the capltal xoarkets of New York anal Iordon.
ID tbe past the6e obllgetlons have beea j.Dcurred tlirectly, without
med.latlos by any balk or creallt lastttutlon. Forel€fl loans have
also been u6ed. to ffusnce Bone publ-Lc utlllty worko, such aE those
conpleteal by the Ienpa Rlver Autborlty (Coro1s16n EJecutlva tiel R{o
I€nI)e) and the AcaJutla Port Autborlty (CoE1616rl EJ ecuttvo. d.e1 Puerto
d.e AcaJut1a). The fortrer waB establlEheat to lEpfetrelt end ad!fu11Bter
the I€npa Rlver byd.ro-electrlc proJect vltb the flDa&cial help of the
Wo::1d Baak and d,oEe6tlc resourceB, anal the ]atter to bu1ld the Aca.jutla
proJect on the Peclflc Coast.

lr. Tne Sanco Centrel d.e Reserva ha6 partlelpated 1B all the6e operatioDs
aB flsca]- agent wlthout aEs':r1Dg aoy otLlgati.ons, wblch belong to the
respectlve 166u1Dg 1Estltutlon6, gueranteed by the governnent, or to
tbe Republlc of EI SaLvatior dlrectly, aa ln the caBe of the foreig!
debt li1 d.ol-lars End 6ter1i-ug, vhlch wes contrac+,ed for US$L3.8 milllon
arxd amoulted o! Deceober 3l-, 1950, to US$2,1+58,000. th16 sum is part
of tbe total foreign debt of El Salvador, \.rhlch haB beeu amortLzed
punctuaLly and. aao\rnted on DeceBber 31, l96q to US$2h nllllon. (See
IDB report on EL Salvad.or).

AnoEg the nore recent iDBtance8 1n vblch the Banco Ceutral de Reserve
has ected to obtein f1lauclug abroad are the loen of US$2.5 oillion
ob+"alned by the Saaco Centra] as a precautioBary neaaure fron tbe
ghase lvlanhetteD BFhk of Nev York ll1 1958 and. the US$?., u111ioD stand'
by credlt lt negotlateal wlth tbe Internetlonal Monetary trtuDd but dlal
Dot use that year. In 1959 tbe Banco Central al6o obtalDeal a Bhort-
terrn loan fron tbe Federel Seserve for US$ a1ll-lon for rrhi.ch lt put
up 3 guaraltee of US$L2.Be n11Ilon fr@ 1t6 ova moDetary reaervcs.
The IIfi' starcd-by crEdlt m.s lncrcused to US$11.3 rEUloa 1D Scpteliber
I!lt, after the quota of 81 Salrndor 10 tilat llxterns,tlon,! l orgeintzatlon
Nas ralscd , but thl.s credlt r.ro,E totallrf utiLlzed. .{t the cnd of the
sene year tbe Scrco Ceatrol obtaiacd qnother short-terr loar1 for
US$I-.O &LLltoa froD tbe Aa* oi Arcr1co. Thus, afbcr EoEc of tbe8e
obllgatlons had been cencelled and others lncurrcd, the BaJEo CeottElt s
totel forclgn exchenge ]1ablllttcs aoouated ln Merch 1951 to US$20.3
mlllloa agB,llst a net le6erve of US$32.2 E1IL1oD.o
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17. A6 cao be iDfelrea fron the folegoLlg, the experlence of the Banco
CeDtral de neEerva iD the u6e of foreign f 1-uaDc lng hae been ]lmltetl
to hautlling Ehort-term crealt 1itres lri.th intematloEel boakil3g
luatltur-iono and. lrith 8overnmental and private ba.Dk3. ID no case
has itB ltlterveDtion 1a forelgp. flDalxc 1ng been usea to chal]nel
resourceE Bo obtaj-ned to d.evelopmeDt illEtltutions or to private banks
whlch would reloarr then to thelr elleuts for speciflc agrlcuJ-tural-,
ltrdustrtal or livegtock alevelopnent proJects.

1B Ttre6e clrcunstances (Io Eot ltrpfy tbat the in6titutioD hae galaed no
expelleoce in the roanagenent of 1ts relations wlth banklDg ltrBtltutioDg
abroad. On the contrary, the coBtacts it has mehtalned. with banks
1n otber countries have belped 1t to exercise rurnlng control over it8
obLlgar:onE ulth a viel, to their more punctuaL fuJ.flJ-hrcnt,

19. Eovever, lt woultl be D.ecesBary to appoiDt an IDB offlcer as atLmials-
trator of tbe loanB con6ld.ereal ln the preseDt d.ocuDent, vtro vouJ.d
naiataln an offlce ia the bulld.tng of the BaDco Certrel j.tself and
voultl coDtrol the executlon and utlllzation of tbe funtlE lnteDdeat for
the6e projects anal of other operatlons pencliag Degotlatioa wlth tbe IDB

E. Legal Powers to Seek CrealltB Abroaal

Slnce, 1u the ca6e In hand., the IDB has to ao wlth a de facto govet!.-
neut, this rcatter hae beeD carefuLly stualled by it6 Legal Dlv161on.
ltle oplnlon arrlved. at iB anlexed to the lresent docu.aeBt.

F. Resources - Financlal Posltioa

2t Untll Sep benb et t96O, econoElc conalittong 1Ir El Safvador were
6atlsfac',ory, a6 gttova by the economlc fud1cc6. Ir1 consequence,
houever, of a 6ub6taDtlal lncreese ln exporte a.ad a fllght of cepital
th8.t took plece 1n connecti.on wlth the ri1ltary coup whlch overthrew
the governnent ln october, foreign exchange reserve8 decllued by
US$18.2 1011110!. Tlls alecllne lD reserves affecteat the firaDciBl
po6itlon of the Banco Central, uhlch had. to d.raw otl foreLgn credit to
compensate for its 1o6s of forelgE exchaDge. It l0ay be neDtloneal a6
eD ex8Jop1e that the net foreLga exchange reservea of the country
decltued froo US$44.9 nl]-llol! 1n December ].9rB to US$13"4 mil-llon i!
May 196l-, anal that tho6e of the Barco Centrel de Regerva were reduced.
frox0 US$3r.3 rallllon to US$U.g DlILloD.

the folloving chert 111u6trate6 the forelgn exchaDge tur:Dover
throughout the banklng Bystem:

o

o

20.
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Decenber I95B
Decerober ltll
l,tarch 1950
June 1960
SepteDber 1950
Deceliber 1960
March 1961

InterEatloua1 Reserves

fu EllLlous of dollers

Banco Central Ottrer Benk8 Total
Grosg Net Groa6 Net Net ReserveB

l+l+.9

33.8
\6.5
l+3.3

30.7
t2.5
13.1+

37.
37.
4r.
l+0.

34.

I
7
a
b
I
o
2

10.2 9.5
9.7 8.8
8,7 7.85.r 4.9
3.5 L.6
l+.4 o.5
3.8 1.'

35 .3
25.o
38.7
38.4
29.t
]2.O
1r.9

33.

o

wlth the ri8e of Xn{)orts to a recoral level of US$I22.1+ dl].lou (CIF)
1lr 1960 aad wlth exporta of US$U5 D1111on, tbe govemnent wae coupelJ-er
for the first tLroe, oD Aprll I, t96I to lDtroduce exchange coatro16,
whicb becaBe effectlve oD l,lay 1, ]96L.

2l+. To begln vlth, cledlt lras expanded at yeart s end. by IJ.6 rollLlou
dolJ.ars, i.e., by Eole tha^n 13 per eeat, without produclng any
contractlon throug! publlc holdrngs. Credit to tbe governDeEt nas
a].so l.Dcreased. during this eaDe pe!1od, but thls lucreaBe $as 1es6
thal1 ln prevLoua per1od6 .

25. Tbe cormerclal beDI6 were able to expand ba.nklng creallt because of the
conBlderable lDcreese 1D realtEcouuts lGsued by the Barco CeDtraL tle
8E 6erra whlch rosc to a total of US$41 n1l1loD at the end. of 1960, tbe
hlgheBt tbey have ever beea. lbe comercial bank6, 1! tura, conoider-
ably lDcreaaed thelr leDdr.g tur the l-a8t quarter ot L959, by US$I?.I+
nl]-llon .

26

Source : theBe flgure6 were prepareil by the InternatioDal Monetary
F\rnd. Mi6slou to EI Salvad,or on a d,lffereot basl6 thaD the oDe
used &e other flgured Ln this alocuEeuti thls accourt8 for the
d.'iscrepa.ucy betweeu the aete of flguree.

27. The anaex to the preBeDt alocuDent coutails a conparatlve chart of
BaBco CentraL de Reserva b&lances aa of Decenber 31 for the year8
1956 through 1!6O, aad the x0ost receEt balance eE of May 31, 1961.
These belances show the noveEettt lJl the chlef lterDs of nonetary
regerveg aDd lBsuea, \.htch have been a.ffecteal by the prevlouEly
ale8crtbed factors.

o

23. Tbe nost fueortaot facto! 1! the aleterloretlou of the 1nteruational
posltton of EL Salvaaor wa6 the great expaus loa of bault.ltg creaiit i!
1960 antt the loes of llquld es8et6 heL1 by the publlc 1a the forn of
uoney snal hveEtmentg lD credlt 1n6tfl]EeDt8.
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o 28. the gharter of tlle Banco Central Btates that lasueil curreucy Eust
be 2!$ backetl by 6o11tl gold; thle ha6 been poselble orrlng to the
fo:'e ign financing thlE lnstltutlon hos obt&r-ned.. the Baneo Central
recently reneved it8 BtaDal-by agreeloeDt vith the lL.beraatlonal
MoDetary FUDd and, accordlDg to reporbs r€celveal by tJ1e IDB, ig
negotlattlg a 6tab11lzatlou Ioa,n wlth the D(lmbnik llt WashlngtoD.

o

o
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o III. IITE PRG'ICT

A. DEITEI.OPMENT OF I4ANUF.I.CNiRIiG AND ACRICIEII'I'NAT I]IDI'STRIES - ITS$2,5OO,OOO

h:r,ooae

29. The Banco Ceatral, de Reaerva proposeB to chennel the reaources reque6ted
fr.otr the IDB tbrou,+ the Banco Hlpotecario of El Sal-vador, the Instltuto
Salvad.orefro de la Produccl6n and other bankiDg lnstltutlons operating 1n
the country thet have been authorlzed by the Banco CeBtral to handle theBe
l-oaa fu:ld.s, nblch would be u6eal to floaace Bpeclfic proJects. It 1s
theleby exlecteal that tbe loanetl fuatls r.rl1L be Dade accesBlble to the
l-argest poBslble nuncber of borrowers, who will be able to obtelD netu.llm-
altl long-terro funds accord.lng to thelr neeas.

30. fhe Bauco fllpotecarlo of EI Salvdor, one of the lnstltutlons rhlch wlII
hand.le the funals, is a re8lateled, eolporatlon est€bilshed uade! a leglB-
lat1ve Decree alateal Septertrber 2!, 1!JO, to grent loans secured by
nortgages on rea]. estate aud to ls8ue 1t6 ovn obLlgatlols 1n the forn of
certlflcetes. It ca.n also eugage 1a auy other type of operatlon coEpatlble
vltb 1te nature, 1trclud ilg the gra.utllg of loaoe for farnllg, 6tock rai6lDg,
lndustrlal or comexclal $rrposes. A6 of I{By 3f, 196L, 1t6 capltel and
cotrtlDgeDcy eod reaerve fi.DdB totaLeal US$6,?52rOOO.

31. The In8tltuto Salvad.orefro ae Ia Pxoducci6n ( INSArcP ) is aD autonomoua
public Eewice a€ency created by l€g18lati.ve Decr€e No, 139, dated
October 3, 1955, rrltlx capltel arA reserves of Us$3r2o9rooo as of December
Decelober 31, 1951. Accorallng to tbst Decree, 1ts purpoBe 16 to serve aa an
actlve lnBtrument of the Stete lE cerrylltg out and flnaoclag natlolal
ploa6 elmeal geDerally at proxootlDg the ecoBotrlc developent of tbe couDtry,
re161ng the Btandard of 1lv1!g of the populatloD anal:

a) eDlargl ng, (11ver61fyLug aDd ratlonaLlzlng productloE 1! agrlculture,
Etock rei6lng, fiEherlea, ldnes, hilustry anal aay other 11Ee of
activlty 1a the country for both the aloDe6tlc 8nd export EErketsj

b) lnprovlng exlstlng natlonal d.lgtrlbutioa EysteE6 1a orale! to brhg
the beBefltB of proaluctlon to the bulk of tbe populatloD; end,

c) eDcouraBlng other ecoD.omlc actlvitles alEed. Bt provlalhg pelEEnent
anal remrDeratlve emplo}lBent for SaLvad.oreaB r orkerB sJcd BtreDgtheBi trg
the DatlonaL econorqf.

32. fiowever, pattlc lBatloD 1n tbts 1lne of crealit by INSAFOP is contlngent on ltg
reorgaalzatlon rith a vier to lnproved perforrrlence of 1ts fuDctlons. To
thlB end, the appllca,nt bas requeBteal techDi.cel as6t6ts.nee froE the IDB.
GrlDg to political influenceB, INSAFOP has been adrlnisterlng enterprlseB
that hBve shovD loE6es, 6uch as tbe Monte Crlsto E1rleE anal a alBlry. It baE
alo been eDgagrng 1o econoalc pl8Dning actlvitleB that are Dot p6rt of ttg
fuDctloas.

o

o
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33. I?re other credlt baDldng lDstltutlonE $hlch 11111. drav on the IDB loan
regourcea are cor@erc i-a1 bank6 whoBe authorlzatlon to alo 60 rr111 be gubJect
to tl3e declslon of the Sarco Centrali they s1.11 be required to subnlt
couplete flherclal statements to the IDB before co@eDclrg atlsburseEeDt.

34. Hence, the applicaDt belleves that, lu thls manner, a oore effectlve
aligtrlbutton of illvestments r.rould. be attalDed, whlch w1II help to lncr€ase
Dstlonal proaluctloa enal to ralae the econonlc activlty ladlces. To theEe
end.a, the app]1caat rel-leB on lnflaBtructural- works lrhlch ale now adequate
or belng expeoeed. ( anqrle electrtc polrer Bupply, pavetl roadE, water supply,
etc.). Iher€ is likewise abundont Earrpover antl ra$ roateriale for iDduotrlal-
lzatlon (cotton, corD, vegetable flber6, etc.). Agrlcuf,ture and 11ve6tock
credlts wlfl be channeLeal preferentlally lnto the production of coElodltles
lrhlch cslr be proces8ed. locally ln tun1, 6uch aa: neat, vegetables, B11k
proaluctE, f1sh, etc. For tbe lDtegra.l tlevelopnent of the Zepotltdn Vall,ey
(see Sectlon TII-C of the pregeut ttocrr:eeat), prefereDtlal treatnent Ehould
be glven to the creallt appllcations of faroer8 fu thla re8loB.

35. the Banco CentraL de Reserva of E1 Selvador alao bel1eve6 that loan fundE
could be used. to tlevelop farelDg and 6tock raislng and. that the followlEg
actlvltleB could be benefited.:

l-. ID mDn'dacturfug latiustrlee

For acqulrlng egulpnent, Eachlaery and. capital- goods for lnstallatlon
of nev lnd.ustrles, expanoloa aad lEprove!0eut of existing lndustrieE eaal
constructlon of inaluBtrlal bul}dlnga, by p!'ovldlDg borrowers lrLth
adilltlonal fund.e ( approxlEately 5O$) fot thelr executlon. I! conDectlon
nith these ectlvltj.ea, the fol-Loulng lntlurtries are clteal es poselble
beneflclarieE of loen fuDals 3

Serrt11e6, ltrclud.1!1g Eanufacture of yarn6 anal prbteA fabrlca
Food8tuffs for huDa,D consurptlon
Vegetable ol.1 o*ractloD
Chealcal-B aaal pbafioBceutlc alB
tr\rrs
Atrlnal feed8
FIEhJ Yig

FertlLLzer
Con8tructloa.

In U6t1ng the6e 6ectora, the replaceDent of loporta beeed on 1950
flgureB ha8 been borne ln rolnd. theBe flgllres shor. that co@oaI1ty
lDpolt llnes of Eor€ thaa US$lOOrooO, lDc1uding fuels, lubrlcarts,
electrlcal equlpnent, Eachlnery, autoeobtLes, etc., accounteal for up
to US$8 niLLlon out of an e6tt0ated FOB lxoport total of about 104
nllllon dollars.

36
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37. Follorrhg iB E rec1a6 Blflcatlon of part of the 1.Epor!8 for L960, d.lvlalett
iuto fourteeo co@od.lty llne6 :

!bod6tuffs
Textlles aJlat apparel
Hi.de8 alld. roaaufacture B

Metals
Chexolcals
l,Iotor6 eaal eLectrlcal app11a.Dce6
0i1s, greaees aBd fueL8
PBper anal cartlboaral
Llquor8 a,txd tobecco
Llvestock
trbedg
Constructlou Eaterlals
Offlce equipnent alcal toy8
Tran8portatlon egul!@eat

Os$BB,oor.z

thle 1lat, from wh1ch, ao notedl, l1Des of leas thnr1 Irs$10or000 hsrre
beeE onltted., glves arl ialea of poteltlaL lnaluBtrlal developEent anil
ltB flnanclal requlreBent8. l,breover, 1t ls conslalered. that the
ecoDoBlc ,-utegratlon of Centra] Aloerlca wlLL stlmlrlate lDvestIoent iB
the lndustrlal Eector aad. that tbe cor:ntry neeas to expanal ltE prod,ucttou
to beDeflt from the large! narket 6Bd froE the eeay acce68 to lt
afforded 81 Salvadoir s geographlcal po61tloa.

2. Iq qsr lcu].ture and 6tock ralsing lndustrleg

The foregolng Liet of food8tuff ena rar nBterlal ieporbB reveals that
i! thl8 field there a.re po66i.b111tles for accel,erateA developu.eut of t{oe
Sa].vado:'lan econony lf proaluctloD 1s AlverBlfled lato llnes that v1IL
reduce alepend.elce oo 1-r0port6 anal on a B rrgLe export prca1uct, snal lf
protluctlon technlqueB anil lov outputs are lnproved. Hence tbe concem
for EechBDlzatlon of farning practlces, whlch requlre the purcha8e of
equlpo.eDt, uachlnery anal lmpleEeDts; th16 equllBeot, togethe! vlth local
fuDds, wllL a16o suppleEeEt the flaanclng of speciflc proJects. A8 a
natter of fact, lnvestmentE 1n the agrlcuLtural Eector could help to
lncreaBe llvegtoch auat pouLtry productloD; they coultl alBo help to
exteDd lrrlgation eaal to r€cover presently uacuJ-tlvateal areaE tbrougb
alralrlage. As a supplemeDt to tblB prograltr of agrlcu].tu!81 develotrmeut,
cous ltlelatioa ha6 e18o beeu glveD to the acqulsltlou of traD6portatlor
equllment for bau]-lDg pr.oduce to haustrlal, allBtrlbutlon or conaumptlo[
center6, 1r1 order to Eeet tbe great deEaDd for ltoporteal footl8tulfs nlth
Iocal productg. Ilo atter! these eDd,E, the applicaat8 belleve that tiey
could graat LoanE for the lrportctloD of purebred llvestock alld for the
coDatructlon of sultable breedlng hEtal].etloDs.
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39. Wlth the countryrs present llveBtock productlon !1 vlew, studles have beeu
coualucted on the lnstellation of a rnod.el slaughter house in the capital aDal
a factory to nenufacture sausege enriched wlth cottonseeal flou} rrhj.ch woultl
6timu1ate iivestock prod.uction. La6t1y, the appllcant add.s .bhat, ln the
intere8t of optlllle utLlizatlon of the loarx, both x0aEufacturers and faltnerE
be a]-lo.t,/ed. to apply a percentage of tbe fund.s to f1leJlce loce.L currency
exleDaliture6 not to exceeal 20$ of tbe value of the l-oe.n.

Credlt Utllization Procedure

Aa over-a}l cred.lt is proposed. for the sun of US$2.5 lo1J-llod to be lnvesteil
iu the sectors i-ud.lceted, 1n Sectlon III-A (Purpose). In order that the
Banco Central nay channel tbeee funds to the flnaDclng lnstltution8 that
ul]-l- ubll-tze thelc, and the latter n&y grant medluB-and short-tefi0 loen6,
lt 18 6ugge6ted that the loen be repayable 1n IJ years, lDcluauDg a 3-year
grace perloal.

hI. Althou8b 1t 16 poBslble that the fuDd6 nay be utllized or lnvesteal aluriDg
the 3-year grace perlod, tbls terro 1s consldered reasonable ovlng to the
dtfflcul-t1e6 cumently belng experlenced. by the Salvador:iar econony, whlcb
the loa.n would help to overcone.

\2. Tlee followlng procedure 16 Bugge6teal for utllizatlon of tbe resourceB:

a) The Banco CentlaL d.e Reserva w11I aleBlgnate the banhr-Dg ana developeeat
lnstltutions that nay partictps,te ln the funds obtalued r&der t.he
over-all cred it i

b) the interegted. institutlons v1ll 6ubolt to the Banco Central d.e ReBerve
of EI Ss.lvad.or the loaa eppllcatlons they wlsh to process, fol1ow1ng
negotiation ahd a.DaLy6ls. A].l epplicatlons w111 be accoEpanled by
certificatlon that the cred.it ln question ha.s beeu approved ln Princltr)le
by the uana8ement of the appllcant banki

c) No llnlt will be placed. on the a.mount of loans to be flnanceal, but
appllcatlons for suns iE exceB6 01' US$IOO, OOO w1Il- be 6ubmitted to
the IDB for approvel;

d) Each ]oan applicatlou v1II be accompanled. by all infornation necessary
for conplete ldebtlficatlou of the foa.a, lncluallDg the follov1ng data:

i. Descrlptlon of the proJect to be flnanceal, statfug shether
a new or establlshetl etiterprlse ls concemed.

il. Tota1 cost of the proJect, descrlblng loca1 anal forelgn
expenalltures, aaal lndlcatlrrg financLlg 6ources.

a
111. NaEes of tbe conpaDy alhectors.
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lv. G€nela} balaoce sheet aail proflt and 1oE6 EtateEeDt for the last
three flscal yearsi vhen the eDterprise Ls a nev oDe, the foUowlug
infor:natlou ulll- be requlred.; type of enterprlEe, aEount of
authorized. capital, end of ano!.u]t and structure of paid-ln eapltal.

v. Estinoate of income and co6ts for the next three fiecal years.

vl. Ia the case of a ner eDter?rise, state eDt6 vill be ettacheal by the
applicants anit, where poB8lble, fron other qu&rters, evaLus.tine
the narket for the coDDodlties to be produced..

e) Before deciitlng on a caealit appllcation, the BaDco Centr€L !1111 ara\yze
the project to be fiuaaceA froE the loint of vlev of the entet?ri8e, the
pos61b1l1tie6 of the Earket and the econoDic adv8atage to the country,
and the posslble red.uctlon of i-Eports o! iDcrea6e of exportE so aB to
lmprove the balance of palEents;

f) Babks wll]- execute losJl contracts wltl3 their c11eat6 fo11on1Dg
epproval by the Banco Centrel aad LD accorda:rce wlth the conalltioD6
Laid. dolrn by 1tj

g) the Banco Central vlll- na&e the funal avalLable to the baDks afber
havlug verlfieal that the terrs of the cled.lt granteal treet the condltlons
ou whlcb it has beeD approved to the re-lending baok.

Ut1l1zatlon - fDB Dlsbur6ernents

l+3. 0nce the credlt contlact hae been executed., the Banco CentraL tlay (lraw or1

tbe over-aII credit to the arxount of US$3oOrOOo fo! loala of untler
us$10o,ooo.

hl+ SubBequent1y, if the Barrco CeDtraI de Reserva of E]. Salvador de61re6 to
neke another dJaft for the sa,Ioe purpose it vlll have to supply the IDB
wlth Bufflclent proof that prevlous alrafts have been u6eal for the purpose
aad. on the terns agreed upon theD the loan was grantetl. Where ].oans in
excess of US$]-oO,OOO are j.nvol-ved., d.rafte $tlL be nad.e lnaUvldually ln each
ca6e after the operatlons have beeD. approved. by the lDB oa the recounenalatlon
of the Banco Central de Reserva of E1 Salvador. After fNSAFoP has beeB
reorganlzetl, ]-oans ia whlch it act6 as lnternEaliary muat be 6ub[itted. iro the
IDB, or to lto representative, regartlle66 of the aBount lnvolved.

Ttsrms for Indlvidua] operattons

hr. The term for lo8ns graDted by credlt lnEtltutions 1n E]- Salvador shell not
exceeal the &a)<lrnum teru of 13 years eBtabllshed for tbe over-a]-l credlt.
The ulnluum terB v1L] depenal upon the nature of the operations to be
f1ttaEceal aual the size of the 6u&B loaneal, ag rre]-l aB the &aturlty date of
the over-a]-l }il1e. It is elso posElble that, vithin the nExlrum over-all
cr€dit ter:B, the Banco CeD.tral tnay relnve8t recoveries oa Loan6 granted,
B1uce, as can be Been belov, the anortlzetlon proposeal 16 Bcaled 1n
prlcgre8BlveLy larger paymenta. tr\rrtherEore, the BaDco Central of EL Salvador
wlI] graDt a grace perlod for colomeucelaent of atnortlzatlon pay@entB by
uaers 1D oraler that recoverl.ea on the ].oen6 xaey beglD uo later than the end
of the thirA year.
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Interest

It is propo6ed to grant thiB loan from the oj.djlxary resor:rces of the I[,8
at an lnterest rate of 5-3/l+S per aunrur. Tbe lnterest re.te appllcable.to
indtvtalual credlts to be financeal fron the over-6Ll loan would. be 3.21$
over aud. above the interest rate chargetl by the IDB. thls alfference voultl
be broken down into O.2rlo for the Banco Centra] de Reser-rra of El Salvador
and Jfi for tbe lnternealiaxy 1D6tltut1on. As a result, each hdivlalua]
borrove:: woull lay a ninirum rate of )$, wbLch 1s the naxleum rate set by
the Banco Central for co@erclal bank6 at present. The ProJect Co@dttee
recoDtrend6 that the lnteregt on thls losJ3 be Bayable 6eBl.ar3nual1y, be8lrD1ng
slx noutl:s after the tlate of the cont"act.

Arnortizetl-on PIan for the Over-al1 Credlt

l+?. Ttre followlng a&ortlzatlon plan ls proposed to pernlt ut1l,lzatlon of the
fund6 aB often as pe]'nlttea1 by tbe tern of the IDB contract aaal the
requll'eneDt that anortizatlon begln ln the thlld. year. I?re requested
graalual- aeortlzatlon plan 16 preoentetl as fol-1orr6:

PerceDtage of Anoult
Utl11zedDraI o:Tir 3

150rooo
175,ooo
200 ,000
225 fiOO
2r0,0oo
275,OOO
30o,0oo
3@r@O
3r2,5OO
312,50O

2Joo;ooo
Even should the Banco Central de Reserva of EI Salvador have naale uo
recoveriea on any of 1ts inveEtDeats froE the J-oan, tt will engage to
nal<e the peyments ln proportlon to the utlllzed. a8ouot6 of the credit.
ThlE plao shorrE that the EuEs that the Banco Centrel wou]-l have to pay
ere lelatlvely smal-l and that they vould be everr 6r0s11er 1f the l-1ne of
creallt were uot fully uti,l-1zeal.

--TO-
6
7I
9

]-o
11
l2
12
L2.5
12.5

mor

o

o
AeortlzatlonB of

Prlnc Ipa}
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B. I,E,IPA RTVER AIITEONINT (CO{rSION EJEOJ!f,1IA }IIDROEIJCIRICA EI, RIO I,B{PA)

the Bolro$er

4B The Iempe River Authorlty, better knowD a6 CEL, 18 one of the beBt-adnlniB-
terea public service agencles 1n Iabllr Arnerlca. EstobLlshed a6 8l1

autoaoroous boaly i! 191+5, th16 olgenlzatlon noq operates hyatroelectrlc
statlon8 uitb a collblned output power of 60,000 k11owatt6 aad their
tranBoia6lon networlrs to the ch!.ef cltles of EI Sal.vador, the con6tructlon
of whlch haE beeD pa"tla]-ly flnanceal by IBnD ]oanB. Ihe 6y6tem 1s curreDt\y
belDg expanaled. by the constructloB of B new hydroelectrlc Btation at
GuaJoyo vhlch w111 begln generatiDg an aaldltlonal 15r0OO klLosattB by the
entt of 1963.

l+9. ThlB concentrated effor! ha6 resulted in iEdu6trla1 developDent oD a
BubEtantlal 6cal-e, considerlng the area aad popufatlon of thls Central
.F,oerlcan country. CEL sel].s tts power chtefly to private conpanle6 thlcb
then d.16tr1bute it 1l1 the prlEclpal urban centerE.

50. The Authorlty i6 control-.1-ed by a Colonlgsion of ? dj.r:ector6; four of vhom
are appolnted by the D<ecutlve Branch of the goverrutrent tbrough the
I4lnL6trlesi J represent private interests. Of the letter, one r€presentB
private banklng, srother the agrlcultural and lnduBtriel aasoclations and
the thj.rd holders of bond.6 (ln local currency).

Operations

,L. CEL i6 operatlDg effleleatly ln the flefd of urba! EervlceB; untler tt6
contract wlth the l.Iorld BaDk, it earoa proflts of at l-eaBt 96 tbrough the
eppl.lcatlon of sulteble rate6. fiowever, lt hes beeE greatly concerned.
lrith the perDaoent lncreaEe of lts electrlc power Eetvolk6 throughout the
country. Grolrth to Eeet ulbaa aleEaod, the chlef factor in lte economic
d.eve l-opEent, wll1 probabl-y cootlnue to be financeat by tbe tiorld Baak, but
CEL, 1n 1t6 d.esire to extend it6 6erv1ce6 to rural areaa a6 we11, has
planneal expanslons in 1ts netsorhE for dlstrlbutlon to the6e qreas, w-ith
a consequent lmprovetreD,t of ecoDorolc anal Bocj.aL contlltlons. V
Rurel El-ectrlf ication

,2. Techttlcal stud.les have alread.y been prepared. for a cons lderable nunrber of
rural areas. Such is the case of a gloup of eleven town6 Located i-n
Olocutlta, Department of La Paz, whlch lies betrreen the capltaL entl the
city of ZacatecolucE. A pj.lot pIaD has been set for thl8 area , ln}tablted

y' Unaer its contract with the lIol1d Bank, CEt is obllgeal to consul-t the
Bank 1n regard to urbaxr prograns, but ls free, on the other hand, to undertake
rural prograE8 rrlth lts ovtr resourceE or vith the alal of other floanclDg sou.rceg.o
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by ebout 1l+r 0OO people, which could seFre aE a Eodel aot onty for proJectE
1a E1 Salvador but 1n other IstiD AEerlcall couDtriea ae wel-]'. [re tovoe
vhich vi.lI benefit fro& thlE pl1ot plaD are the followlag l

Sao Jualx Tepezonteg
San M1guel TepezonteB
Saa ADtoDlo l,rBsahuat
San Pedro I'tasahuat
Rosarlo d.e Ls Paz
Tapalhuaca
Sa.l1 Juea Talpa
sao Lu18 Talpa
Olocuilta
cuy ultit6n
SaD Fra.ncisco Chlnaueca

I
1
I
L
I

l

2

200
Boo
o00
l+0o

500
5oo
900
5oo
L00
5oo

TotaI

1,400

]h,10o

o
,3. Ih16 group of lL towns i.B tJrpica]., ilastruch e6 it 1s eotlEateal that there

are at leaat 17O ulser.vlced rruDlc1palltles wtth populations uoder 3rOOO
iDhabltaDts. PriveteLy-orrDeal enterprlse6 caDDot exteDd thelr dLstrlbutlou
aetvorke to these tosns because ln mo6t cases they wouLd lDcur 1oages or
recover their inveBteentE oDly over a verXr extendeal period.

5I. CEL has dra\rD up a General Natlonal Electrlficetlon Plen, involving atr
estlEBteal cost of 1l+ nlL]lon co1on6. If tbe experlnoeutal proJect to be
fiDsDced by tbe proposed loaa Ls succeseful, fund6 eou].tl leter be sougbt
to put the eDtire Pl-aD lato praetlce. CEL woultl encou"ege the for@atlon
of ]oca1 cousuler cooperatlveB whlch rould eveDtually ta.ke over operatloD
of these rural syBtetrE. CEL woul"d retai..B any shareB that could not be 601A
to coaauEer6.

The ProJect

5r. Ihe proJect will conBigt of the lDstallation of a 22,0@-vo1t l1ne fron
a sub-sta.tlou ia E1 Salvaalor to the tolm of Olocullta, at the ealge of whleh
e 6ub-atatlon would be bullt to 6tep dollu the voltage froro 22,000 to Jr2OO
vo1ta, whlch ls the voltage aecepted by the Rural Electrlflcatlon AdJnln1s-
tratioD of the llbiteti States. the Jr2oO-volt 11!e 'rould be nrE fros thl8
6ub-6tatlon to the torrn of noBarlo d.e Ia Paz, arlal 6ultsble rete6 woultl be
chargeA for servlce to the vali-ouB tovns aloDg the route.

56. Ilxe stutl1e6, coDducteal by the tecbDlcaJ. staff of the AuthorLty, have beeD
coEpleted. An estlrsted. $@! baa beeu prepared for the proJectg as
follows :

ToLrn Urban PoDu.Lation
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Iten hrroose CoEt

I Cost of sub-trs,D8nlBBlon lllres bet$een
Sau Salvador a,ud tovD8 lD the zoae C/ 212,@0

2 CLrcult-breaker systen for protectloD of llae 11r 0OO

3 22. OOO-?r zOO-voIt Btep dow[ Bub.Btatlon 30, OOO

l+ DlstrlbuttoE network (rf towne ) 162r@0

5 Ueters slil hone servlce 9OTOOO

5 nqullrueBt a.nd EE btenaoce Bupplies 32150tr.

7 operattng firnd 25.ooo

Tota1 c/ ,62,r@

Equlvaletrt to us$ 22r,ooo

IheEe coBt estteeteB have been based oD tbe e-xperLenee gafueal by CEL froD
s18l}ar proJecto it he6 calrted out ir otber tovu8 uaAer approxfuEte\y tbe
same condltlonE.

57. fhe Eqg woultl be utlllzeal ln the foll-owlDg Eaoner:

h-rrpose Colons Forelgn D<chauge Tota} 1a Colons

CoD6tructloEcost 125roOO

EqulpEeut and
reinteuaoce supplles _?j,OOO

Total 15O,OOO

38O,0oo

30.O0O

l+10, oo0

505,O0O

55.000

560,ooo

58. ImDortable equi t a.nal Buppl1 ea_ woultl be acquired through competltlve
blds; the proJects would be cerrLed. out by the techalcal Btaff anal workere
of the Authorlty, vho are h1gh1y experlerceA, hevlDg done other si-mi.Iar
work for CEL. It ls eatiriFted that thl.s prograB couLd be conpleted nltb o E
eExlEue of B nouths after Blgnature of the contract.

59. In estlrBtLag the poi'er coDBuEptloD of tbe vBrlou6 toraB, CEL haB takeu
aB a baalB the coDsur0ptlon of the foUon1lxg tovnB, whicb are B 1e1lar to
tho8e lncluded 1E the pllot plan:

o
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DeEBrId

l,IettE
Pe, Caplta

3o

Kwh
Per Caplta
Per l,toathTowa

Tecoluca
SaD I8latro
Ssa SebastldE
Sante RoBe

l,lontb\y Krh
ConBumptlon PoflrlatloD

r6
Il+
q?

l+l+

\,225
3,70O

15,330
14.500

1, B30
1ro9)
3,05]
2,923

2.31
J.JO
5.o3
\.9t

B"B
12.8
17.l+
1r.0

th.2

50

Total6 t27 37,755 A Aoo

Ihe power would. be bowht froe CEL by the coiBurner asBoclatioas at Btanalard.
prlcea, 1.e., C/,O.OO per kllowett per year plus C/O.03 per kllouatt-hour
of power. The attacheal table showlng the f lDa,ncla1 foreca8t for thi6 rural
electrlflcati.ou ole:atioD sholrs that the plograB v111 not be able to collDere
partial payEent to CEL for the power suppllea1 untll the fourth year, but
that it v111 be po6s1b1e to pay for a1I con6umptioD startlrlg i! tbe ninth
year. It haB beeD aesr&ed. that CEL lIould cherge coa6u&erB an adalltlonal
4$ to cover the IDB lntere6t charges on the loall.

Seceiptg

lhe power rateE vll-]. be thoBe curreatly 1o f,orce ln the tolln of U6ulutdn
(L2,"76 tuhabltante ), that 1s:

IIle fLrBt 70 kllo$att-hours coBElEea *, C/O.15 per klloratt-hour;

the fo1lo$lng 40 kilolratt-bourB corsumed at the rate of C/O.10 per
ktJ-olratt-hour;

F\rtber con6umptloD at lile rate of C/O.O5 per kllowBtt-hour.

Ia tlle UEu1utda aree thlB rete baB resulted 1E a cur"ent average price to
the consuDer ot C/O.tz per kllo$Btt-bour.

Ibeae forecaats ehov that the proJect vou]-d be 6e1f-flDanc1ng, provlded tbot
a loao 1a obtalieal, repayable iu 2l years with a grace perlotl of eight years
6ulrng vblch only lDtere8t charges would be palal, erortlzatloD of the
prlEclpa} to start iD tlle nlnth year.

Conclus ions and. Reco@enaletlons

o

6r.

62

$. r.

&.2

the current activltleB of the I€Epa Rtver Authority ( Conle 16n EJ ecutlva
Hlaboel,Cctrlca de1 B(o Ienpa) prevent lt froto carrylDg out lts rural
eLectrlflcatlotr progranE wlthla the GeBeraI Na.tlona1 ELectrlflcatlon
PIaa wtth 1t8 orra ftEral6 .

Tbe ilttereBtB of EL Salvad.or roultl be served by the i-EpleEents,tloD of
a pllot pIED of rural electrlflcetlou that wouLl Etl-mu].ate the 6ocia1
aod ecoBomlc develol8eat of esEentla].ly a€rlcu1tural areaE.

o
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66.

61.
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3. Supplyiag electric po!,e! to these areaB nou1A EEke poBslb1e the
lDgtallatloD of BEeII houBeholl lEduBtr1e6, baDdlcreft, etc., ardl
vould geae::a]-ly help to ralBe the Etenalard of J.lv 16 of the hhabltaDts.

l+ It L'ould be adva.[tegeou.B to Btlmu].ste clvlc splrlt aad Eutua1
collaboration t'hrough tbe establlghnent of consuner cooperativeE.

5. &e lenpa Rlver Authority 16 h1ghly quaIlf1etI, both adml nlB bratlvely
al1tl tecbt1lcFr]y, to cerry out tii6 proiB"a,u. It nay be loted that thi8
agency 1E very hlghl-y tbougbt of 1,1 the World BaDk.

5. Tlrerefole, based oa tbe proJect artaLy8ls, 1t 16 reco@eaaled tbat a losu
be gr8llted to the Ietrpa Rlver Authorlty, through the Banco Centra] d.e
Re6erva for US$225rOOO to be alravD froB the r\)nd for Speclal- Operatloag
of the IDB owlng to the speclel clrcunstence3 6urrounallng the proJect,
whlch vo'.rLd be fea8 ible ouLy oD tbe ba816 of loug-terto flnanclng that
d1d aot bave to be aoortlzed 1medlete1y. Up to the equivaleDt of
US$5O,OOO wouLl be utlllzable tu. colona. Ibe Loaa would be repayable
ln 2, year6, at a.tr iEtereEt rate of 4S per year, aud wouLcl be a.:oortlzed
Btartlrg tn the [rnth year lD equal Eerda.Drlua] pelmeats.

o

o
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TABIA No. 1

COI.IISIOT{ EJECUTIVA HIOROEL€CTRICA OEL RIO LEIIPA - SIN SAtVAMfi

(Paortcro Pp.oro 0G tLEctitFtorctor RuFrr)

PAOflOSTICO OE LA SITUAUIOII FINAIICIERA
Er rltEs oE CorciES

tNGRtS0S A osiuri: lc. '1962 1963 1364 t965 .1336 1987 l9G8 13e9 1970 1971 1972 1973 1974 t975 1976 1977 1978 1979 1980 t98t

l:cstsos Enuro! VEtrrs ErtRct r

COSTO t)E OPEfuACION

11 ?8 87 s4 104 133 t46 ,161 17I 195 245 210 257 A7 359 395 435 478 526 5I9

CollPRls ot Etta6t I
otRos GrStos oE oPfRrclol
0EPnEctrctor

TorrL

28 3t
50
l5

34
5t
t5

38

52

15

4t
53
15

46
54
15

50

15

55
56
15

6t
57
15

67
58
15

,3
59
15

It
60

l6

89

6t
16

62
11

't08

63
18

1t8
64

l8

lo
65

ls

t43
66
20

157
67
20

173
68
?1

49

t, st roc 105 109 115 i2i 126 lrt 140 147 lta 166 -TIt i8w
I tcxc sos llEros ot 0Prnlclot
I *rcngsts PiEsrrno P8o?uE8To BID
llrrnrs:s r CEt !osnE ErERor 

^Totlt oE I tr€nE6E3

-21
22
I

-r8
23

2

-13
12

4

-'l1
23

5

5
22

1

18
23

6

2A
22
I

35

7

44
22

1

55
21
f

98
20
I

lr3
18

6

131

11
6

t50
16
6

'l r0
l4

6

195
13

6

221
12

5

249
l0
4

2 82 3 II
8
t3

23 25 26 28 29 A 29 30 29 28 2t 24 23 22 20 19 1I 14 12

tfirLtoao tirrr (o ernor or) -44 -43 -39 -9 -34 -il 3 5 15 21 
't 

89 t08 128 150 176 204 235 2m S8

Itvtilt E To EFECTtv0

ETIIRAOIS

llrrtro^o N€ rr (o ernor ol)
0EPiEc t lc to r
CoiPrrs o€ Errnetr (tto crrc:t.)

forlt or Errnrot!

-44
15 l5

3t

-39
15
34

15
30

-34
15

4l

-11
t5
46

3
15
50

5
15
55

l5
t5
6t

21
15
67

71

t5
73

89

16
81

108
16

128
17
98

t50
18

108

176
l8

118

204
l9

t30

236
20

143

2I0
20

'15 7

308
21

173

-l 3 t0 14 22 50 t2 15 9t 109 t59 186 213 243 2tA 312 353 390 441 502

sau Dls

l,loili tac toi PtEsrrro 8lD
Aolctoi!s ci rL S€incto
PlsoE 0: uor ErEn€tr

forrI
20 30 40 50

33

60

33

l5
70

t5
80

33
t5
90

33
20
90

33
20

100

33
20

110

33
25

1S

33
25

150

33
25

33
$

190

33
30

22010 17

10 20 30 50 3 812 3 '14 3 228 253 283

Sr!co Fhtcrra to Arur! 3r0{ 2 20 22 25 -2 -9 3t {8 ?0 90 145

705srLoo fbrttrrto lcuxutrDo 2 12 t6 18 38 60 85 83 t4 105 t53 223 3t3

123

{36

124

560

t70

875

t9{

too

249

t 318
N
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C. DEIIEIOE,TENI OF'I'IIEI ZAPSIMAI{ VAI,I,E,]T

Ihe Borrower

69. Ibe !,llnletry of Agrlculture 18 the governnent alepartneEt reBpoDBlble for
plelaretloD atrd lEpletreDtatloE of tbe Salvad.orean Covemneut t s alevelolEeEt
p1ao8. Anong other proJecta, tbe Mlnlstry haB progreemed the sgrlcuJ.t ral
developueBt of the Zapotitdn Valley e6 a pLlot proJect, deBlg:red to lmprove
].aaal utll"lzatlotr. To thla encl, lu AprU 1"960, 1t awardeal e coutract to the
fL:m of GmDt&U Ltd., of De BlIt, Tne NetherlandE, for a cooplete study of
Euch a proJect. fbe stutly r,aa deltvered to the GoverDment ou JuLy I, 1961.

Tbe Area

?0. The Zapotlt4n I'a11ev. fo! the pl,rposeB of the appLlcatlon, 1E bordered on
the eaot, by the Sonsoaate-Sltlo del Nlfro laalroad; on the nortb, by the
Pan Auerlcan Elgblray frcm lts lDter6ectloE wltb th16 rallroad to the brldge
over the Suelo Blver; oD the aouth, by the hlgbway to the new lort of
AcaJutla fton klloneter 26 to the blldge over the Copapeyo Rlver; aird, i:a- the
eaat, by't e boundery of the Zalotitdn farro, the Copapayo B1ver, the Zapo-
tltdn evamp aad the Suclo Rlver. The area thuo <lellslted, the subJect of
thlE proJect, covere 41610 hectares. ft ha6 an average altltuite of l+50

neters above sea level autt 18 forned ma1n1y of volcanlc depoelte ollglEatlDg
lu tbe mouatalooua EaEs'.fE of Lake Coatepeque aDd the Coastel nalge aDil lE
the Sen Salvador volcauo.

7f. Sta"tlDA ln 1930r whea theee leDds vere 6o1d to tlxe GovelEnent, a progran
of LaDtt subAlvlston vEs begun, wlthout prevlou6 Btudy of the quallty and
productlvlty of the Bolls aEat lrltbout any f1naBc1al or tecbDical asslstaDce
to the Dev ounera. Iu splte of th1s, tbere ts an accepteble Bubdlvl6loE of
the lanal in thlE valley, w"lthout goXng to the extreme of tluy EarglDal farE8.
A ceneue of the pre seat laudholdlag systelo, heLI 1l1 1!!1, proitucea the
follortrlDg data.

EA

o

(By nrnber of
becteres )

I;IIIIVIBIN OF
IAI{DOWNMS

f,OTAL
AREA FOR CATEGOEtr

(lu heeteree )

F OF TffiAIi-
ASEA IN VALLET

0-z
2-'
5- ro

IO- 20
20- ,o
,o- 100

Over lOO
IhcIaBslfletl

6
tu6
313
37o
477
l+84 '1l
478 d/
76-

6
t7

o.t
ll-.0
6.8
8.o

Lo.l+
10 ",
5]-.6
1.6

l+j
26
17

6

2

262 U610 100.0

Tueludlng 1r7 bectales of governnent }aude.
Includlng 912 hectsres of goyelu0eat IaDAs, of wblch 270 are covered by
8WAmp6 .

TotaI

o"/
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72. Grlng to the utter laek of tlraLna6;e, barely 700 hectares are cultivBteal
tbroughout the eutlre year. Durlng'the dry seaeon (Novenber to Aprll)
3r2OO hectales a"e LnteBslvely cultLvatecl but do not ploduce EetlEfector'lr
ylelda because of tbe sbortage of brlgatl,on facllltles anal of accesE road6.
Nevertheless, thlE area, c].oBe to three large cltles (San Sa1vador, SaDta
AEs aDa Sooeoaate ) couLal be ead.e Lnto oDe of the nost fertlle reglons 1n the
country ov-lug to tbe prod.uctLvlty of lts Bo11 aDA the ea8y narlretabl1lty of
1ta produeta .

?3. Ihe val]-ey hes been the subJect of prellDlnary 6tudles slnce I9l+7 but oD]'y
durl ng the at oveeeEtloEed study have aLL techdcal aspects been lEvestlgated
and. aE outline prepered. of the oleratlons to be coEpleted.

?1. lbe Mlnlgtry of Agrlcu.Ltule 1a aware of the necegslty of executhg thls pflot
plan, Eot only because tie6e operatloEE w'lII re8u1t ln pemanent lncorporatloD
of tlle are6 tnto tbe natlonal ecoBcrtqr, wlth 1ts coE6equeot beneflta, but a16o
because Lt wtll provlile practlcal lDforBtlou ou the followlng a8pecta:

1) lbe attltude of the landhoLaler torard operatloEB of thl8 type.

2) {he leglBlatlon neces8aly for such opera,tloDa.

3) the t1!e aecegsary to peroLt a grover to replace bls ple8eDt Eysten
of extensLve cul-tlvatloa lrlth aa LntenElve cultlvatLou of areaa
provliled. lrLtt adequate lrrigatloE.

t+) [Le most Bul.table slze and. sbape of farE tract8.

Tbe ho,lect

7r. Pursuant to the reo@eadatlons of tbe eonsultlDg englDeers, the operatlona
can be eald to conglBt of:

1V )
)

Flood-coutrol operatLoEs;
A d ra.inage cana]- 6]rstemi
An lfrigatioD canal systemj
Access roaals; anal
So11 reclaxcatlon "

i) Flood control-

'16. The pu4>oee of the flood.-coDtrol operetlons 18 to prevert the dauage cauoea
by the annual overflov of the Suclo Blver antl 1tB trLbutsrle6 by 8t!al8bteB-
1ng antl broadenlng the rlver chaDaele aad. constructlng leveee and Bupplenen-
tarJr facllltle8. Tbe hlghe8t flooal cre6tB have been takeD aB the baglB of
the plaaj the varlous operetlora recomended were d.ecldecl upoD after cerefirl
eDellrsl8 of the fletA Aata obtalEeal by the technlcal staff of Natloos,l-
Eydrologlcal aad MeteorologlcaL BervLceB aad the coE8ultlBg elgtneers.

o
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77. Tn L956, the Wnl8try of Agrtculture carrleal out a very Unlted operatloEBl
program that haE produceA gooal re6u1ts, but ouly lD the l@etllate]y adJaceut
a!e&8. Ihe prloe aecegBlty 18 to lrlden aud. d.eeBeE the rLver beals eEd bu1ll
protectlve wa1Ie to prevent seasonal chaagee of courBe. It lI1I1 al-eo be
Decessanr to butld welrs to control the uoveloent of s11t vhlch causes great
aannge dr:rhg floods. The protectlve r,ralle for cbaunel cortrol aoal the weh6
lr1U be conEtructed. of coDcrete or rer.Dforced. DaBorlryi aechealzetl equllmeut
wif1 be used to wldeD aBd d.eepea the Btleam bed8.

78. Iacluded araoug the propoeeal projects ls conatrtrctloE of a caDal to al-Iow
the Copapeyo Rlver: to enpty dlrect]-y lDto the Suclo Blver end. not lDto the
svsllp of Zapotltdu. TDrre wlLL dlroinlsb by oue tblrd tbe voiune of nater
lrhlcb the eatlte zone now spll]s lato the 6t.ranp. Il.k'elflse, streeE-coltrol
practlceB irlI1 be put lnto effect oa a Bector of tbe Taln:.que Blver (on uhlch
plellDlDa:-y wolk vas d.oae 1D 1.956) and oD the Co16a anal Ch'rchucato Rlvers,
vbere sudden aEd aevere ldnter floodB have caueed. couslder'able ilaoege ancl
preventeil the aauaeent land frotr belng cultLvBted profltabLy for several
Bonth6. Stream- control- wolk lrliL also be dole to the aorth of thlB area,
ou the Iao Caffas Rlver, vhlch eEptleB LDto the s!rar0p. It !ra6 orlglDelly
thougbt ad.vlBable to create a nev chennel pernlttlDg thLs rlve! to enpty
dLrectly lnto tbe Suclo R1ver, but 1t wes reatlzed that the hlgb cost allal
not lrar:rent thle operatlon. It Haa, thelefore, aleclded to coDtrol thl8 streso
1D. the EaDner now recomo:encled, that 18, by l.egu.l-atlug dralDege, rhlch trculd
a,vo ld. lnundatLons aud by supplenentllg tblE operatloD l,.lth 6ucb other
preventlve ueasuresa6 helgbteDlDg the baDlE.

79. SLuce the Suclo Rlver 16 the sole &eans of drelnlug the vater f!@ th18 area,
11 1s ImFeratlve to effect a general lEprovemeDt by wldenlgg ceatelD nar.lnofl
aectloas aud retoovlEg sucb obstecle8 as those at the Blte of the Saa Andrde
Brlclge lu ortl,er to expedite the flow of the rlver. fts future gredlelt
LB plaDtred to be O.005, lerolttr ag a dLEcharge of hO cubic Eetels ler o€cola.

11) Draluege

80. Ihe lu{poEe of the dralnage ploJects 1E to control lJ8,terflo$ so as to allov
cultlvatlon of the l-end alurlug the ralDy Eea6on aEd, al6o provlde lrrlgetloB
$ater for farElug tlurlng the alry Beason. thls control, 1s to be acbleveA
througb the proposed renoval of surpluo !,ate! fro[ ralufall eeepage anal
lrrlgatloa leakage; 6ucb vater w111 be c6!r1ed to the nearest ri.rers by llea!6
of a eysten of lerge dralnEge dltches.

81. lrhe dralrage ]roJects ha.ve been pla&ed ln keeplug rrlth the topographlca1
aud BolI coud.1t1oD6, Eo that tbe BoBt sultable crops ceo be grovtr lu tbe
varlouo part8 of the valley.

82, Ilre dlueneloEs aDaI Bpacr.ug of the alrallBge dltche8 are plaDaed 1n accord.auce
irltb the Be coEAltloBs aDd rllth due regard to the anoult of r€.ter required for
the crops lecoEraend.ed.

83. It has beea suggeetetl, for exa6p1e, that the uppe! bash of the trblo Rlver
be tleveloped as a bortlcuLtural center, beerlng la nlatl the foregolDg con-
ditloaE and lts nealneaa to the Pau AEerlcau Eighway. To thl6 eutl, theo
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ttralnage dltcbes vould be epaced 100 Detera apart, end, eE far aa posetble,
would be aIuB aLong propelty boundarleE i lt woulil be neeessary to erect temporalY
weirs to EalntalE the requlred water level alurtng the dry season.

84. Soll coDAltloas ln certaln stretches fl"lll rake lt DeeeBBary to 11!e the dlralnege
d1tche6. AIL these operatlone are to be carrletl out lD the dry Beaooo rlth the
use of nauual labor.

r11) Irrlgatlou

8r. The lurpo8e of the lIrlgetloD caaEls ts to l,er31t adequate aBd exteD8lve uBe of
surface r€ters 1n the area. Ihe canelB have been plauned v'lth alue conslder-
atlou to the pbyslcal anil cherolca] condltlon8 of the soil and to Percolatlou
anal water consuEptlon reccmuenrled for the varlou8 crops ilurlng the dry seaBo!.

86. In fuaftlng the lrrlgatlon pleDB, the ao [aI flow of the dlffereDt rlvere lu
the area durlDg the d.rXr season was taken lEto accouut, aEd oD the ba6lB of
tbe total e6tlt0ateA flow, the na.xlmlrD erea to be put ulaler lrrlgatlon vag
determlaed.. ft 18 hoped to obtaLE a total waterfloff of 1rB2O liters pe!
Eecoad, $hlch ls aufflclent for lrrlgatlDg 2,659 hectarec.

8?. Th16 area Day be graaually extendea 1f, tbrough By6tematlc ob6ervetlon over
aeveral dry eeaeons, 1t 1s est{nEtett that the uaterflow durlng theEe EoDthE
of tbe lre&r can be ueed. for lrrlgati.Dg a Larger amouxu of 1and. It ls also
11kely that the llrlgatlon later can be supplenented by veJ.1 uater lD several
locallttes .

9Q. Ihe roads to be bu1lt 1n the area have beea ttlvlcleti lnto tvo cate8orles:
prltrBry acceas roaals to coEnect the valley wtth the two hl8hvBye EeBtloEed
above entl eecondary feeder !oad6 froE the prfuoary accesa roada to the va"lous
sectlons of the veIley. Ibe routlDg of tbeBe roadB wlLI of neceBBlty be
lnflueacetl by the loeetloa of the flood-coatrol facllltleE 1f erpeuslve con-
structlon 1.,ork 1s to be avolaee since the carsla cros6 tbe valley ln a north-
soutb dilreetloD, the roads wlIL have the Baee allgEment aud oE].y the eala
acceea road, runalDg fron eaat to west betveer. tbe Par Anerlcan Highway and-
Tree Celbee, wll1 crogs the caaaLs, ove! tbree brldgeE and tbree large
culvertg. So far aB posslble, effortB bave beeu nade to have the seconaLary
loaals ruE aloDg propelty 11x01t8.

o

O

88. Ibe ratn canalE have been dealgned to haftUe ]-5O$ of thelr Eofioal egtlnatetl
capaclty. Water froB the6e caDaLB woul-d be tltstrtbuted by neene of regulator
boxee and lre1r8 to the area8 of cuLtlvatlon, La order to supply tbe eetlnatefl
Deeds of each uDlt, depend.lDg upoE 1ts crops. FIowlDg flotr the le8u1ator
boxeE v1LL be tbe Eecondary caDa1s eEd. frm tbe latter, as neefled, the
tertlery caBaIE.

lv) Roeae

89. As prevlo:oly lEdlcateal, tbls legloo le eerveal by the Pan Amerlcan llighr.ay
anal SonBonate-Santa Teclja blghvaye aud by the relboatt, aIL of wblch boraler
tbe area. Ibe area lteelf, hovever, haE ouLy drtrr-seaeou roade, vhlch are
lEpas8able durtng the leLny sea6on. It ls ol].y loglcaI, therefole, tbat the
\ydrau11c proJectg ladlcateal above, rblch lrlll perDlt Jrea!-rountl use of the
laad, be planleal 1n coDJunctlon l{lth a 6er1es of road8 froE the hlgbway8 to
tbe laterlor of the aree.
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91. In tbc fleoueatl.y Eentloned stIdl., lt la ct'-aes.3d. tLa'" both the naln aceesb
road aad the Becondaly loads be 7.50 netere rrlde end that a Btrip l+.50 retera
rrtde on the Eata road and. 3 Eeters wLde on the secoudary roatls, be paveA.
IEasuuch aE two frelgbt vehlc1e8 caDnot pas8 oD a Btrlp l+.90 oeterE rade, 1t
iB ougtested that the EatE !oad, lrblcb 1n practl.ce vould fotm part of aa
lEter-departx0ental 6ystem, be pa'red for a i'ld.th of at leaEt 5.rO @ters.
l&e rlght of uay, accordllg to the law govcrBlng sucb nattelo, lrLLL be 20
Eeter8 wiate. Speclflcetlone for tbe coE8tructloD are tboae preacrlbetl by

. tbe MlalBtry of Publlc IIorkB for Eeo ndary !oad6.

y2. Ihe brldgeB and. cuLvertg w111. bave a roatl rliltb of 7.9O reterE; the one
closgfug the lral[tque Rtver wl].I hEve a beaaroou of 15 EeterE.

v) So:.1 neclEratlon

93. Ihe BolI reclaeetloo lrogramr la the aleas aAJacent to tbe svanp, lrouLd. be
carrled out oD].y afger coEpLetloD of the flood-coatrol aatl dralnage operatlons.

9l+. the swarnpy area capable of leclanatlou cor/rra 570 bectares. All tbe 60118
of thl8 area have beeu earefuLJ.y Btudled wltb regard to both tbelr pby8lcal
aad cbetrlcal propertleB atral lt bBs beea concluded. tbat thelD recla@tlon
for cu].tivatloa 18 ecoaonlcaLly feaBlble.

95. Of the foregotag area, lBO hectare8 would 6tlU be BubJect to soEe daager of
floodlDg tlurlEg the seaEon of heaw rai.nfall-, althougb gr€ater protectlo!
couilil be provl.aleal througb certalE aaldttloua]. proJects to be calrl8d out ln
subsequent yeara. Deaplte thlB exlstlng deager, the area colflil lmedlately
be uEed to ad.veatage for gfowlEg rlce aDd certaln hlgb-yleltt folage crop8
Bueh aa elepbelt, pard antt pango].a graEses. Tbe IaBd lD questloo Dray reEalD
aufletcleDtly rootot durlag tbe dry Beaao! to be very irelL aaapteal to tbo
productlon of f,otage grassea.

96, Thege g8aeees uey be used for dalry cattle tbug talcl Dg advaotage of the
arears proxlmlty to couBreptlon ceDtera. Daty productloB @y be conblnetl
tdth the rotatloD of rlce, coru aad beene erops enal, durlag the dry aeaaoB,
vlth such vegetablee aB cabbege aail oulous.

97. The reEalDlDg 370 bectares would be tn llttle daDger of fIood.log. It trould
be eesler to coatrol the lrater Ievel eDiI AarnFlregs of the so1l whlcb vouLd
be better adaptea to a wlder vartety of more profttable crope. Ibe6e laaals
vould be especlally sultable for the e6tab11sbneBt of srall truck faraa.

98. one crop capeble of brtnglDg l.alger returla rrould be toEatoeg, flhlch lt
voulil be tle8r,rable to rotate t{lth rlce la oriler to avord loaaee reaultlng
hco several fungua dleeaees uhlcb are tllfflcuJ't to control.

Implenentatlon of the Pro .1ect

99. la prevlousty lDaueated., the l,Iltrlstry of Agrlcu1ture has alrea{y necetved tbe
cmplete Btualy Eade by GrontolJ Ltd., of De B1lt, The NetherLand6. It ahould
be noted tbat Dutch tecbnlclana are exlrene\r wel]. vereeil tn hydrauLlc
o?elatloDs olnce lrrge-seale proJectB of tbls Bort have beeu carlleal out
1n that couatly. GrolttdJ theref,ore hae rlde experleace 1n plaaalng euch e
ploJect as tht.B, aud lt 18 reeouoeualed thet tbla ffim be coutracted to
dulervlae the bpleneutatlon of the proJect.
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r00. SlEce thc c'u!dl' of the p..oJecb 16 coriPlet -..i, tl:e cor,. ':.t:..'_ 3:18t1ecr6 BbouLd,
proceed lrith the prelLirlnarJ.es for soLlcitlng blds on tire B?eclal egullneDt
Eeeded for these plojects, aB lreLl ae propoeals fo! other proJects to be
coDstructed by coDtractors. Both the coneultlng eugineers aEaI the SalvedoreaD
authorltles are egreed oD cor,Itr)letlng constructloE, bere pos6lble, tbrougb
a syste of allrect adnlllstl'atlon by the Minlstry ltseLf. Th16 uou1d per.ro1t
the greatest posBlble u6e of l-a,bor anrl voulil further the objectlve of glrrtng
enrployroent to large Dr.r&ber6 of '.rorkers at a tl8e wheD the country 18 fac lEg
very difflcuJ.t econonlc aud soclal coDdltlons.

1O1. rrceorrilngly, lt 16 suggesteal that the equl.pDebt be purcha6ed by the MlDl8try
6tnce Lt could serve ln the firture f,or other simllar B!ogra&6.

1O3. Bualget estlEBtes for the varlous operatlons ale pre6eDteal 1n Tables 2 to 5.
UDlt costs are besed on receEt awards 1D slnllar projects colpleted lD the
RepubLlc of EI SaLvador.

It was poB61b1e to verlfy, for exaEple, that the unlt cost for excavatlon
has ranged fron J..JO to 4.1O colcnes per cublc treteri the coDsuLtaDts
a6suEe a cost of 4 colonE per cublc treter. ID geueral, except for the
tteu of lelDforced concrete, all unlt costs are rea11st1c. In the event
tbe cost of relDforced coocrete constructloD ghould be greater tbon uow
eEtluateA, the dlfference r.rould D'ot be very s1gDlflca.nt, slnce only some
6.r% ot the budlget for the oleratloDs 1s ellocated to thls 1ter0 aDd aqy
gap couLl be covered, by the provlsloa for contlEgeDcles.

lolr

o

10r. A $@arxr of costs uou].d be as fo11ov6 3

Studtee: fees ot conauJ.tlag engLneers

Flood -coutroL opelat lon8

Drelaage operatloDs

Irrlgatlon ope&rt1oD6

Accesg roeds

us$ 6?,000.00

L,226,\AO.@

288,OOO.oO

3rL,2oo.oo

6Be,8oo.oo

?otaL us$ 2r575,400.00

0f thls anouDt, the Goveronent vould supply US$9OO,&oO o"er three year8,
otartlDg 1n the flecol year 1952, anti the IDB would leld US$1,6?5,OOO.
Approxieately US$I,OOO,OOO of the loan would be used to btry equlproeDt,
eeterial-s altl serv"lces requlrLng laylxent 1n forelgB currency; the belence,
together wlth tbe GovetmmeDt r s coEtrlbuttoD, would be used to pay for local
Lebor anfl materlals.o

106.

IOA. fhe clry season noma$r beglus 1n the nonth of Noveaber; froq Dow untll
Novenbe!, a brlef pelloil rrouLl be evaliable to eoraplete the 6ubnls6lon of
blds aad the auarAlEg of contra.ct8, acquhe tbe necessary equlpEeDt, and
begln operatloas aE 6oon es the relly Beason eDd.E.

Costs
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JuEtlflcatloa

The ploject w'111 nake 1t posslble not only to fano a gr€ater area but also
to t111 the solI for rDo"e noDtbs of the year. Adequate eontrol of the
water supply wl.l,l lncrease protluctlrrlty 1l1 the alea uDder cultlvatlon aEaI
provlle nore p€lraDeDt emplo;@erb for the locaL populetlon. The f1Eal
reBu1t w111 be au lncreaoe 1! the nulber of perBoDB employecl, better llvlng
contlltlons for the fayn{I1es 1n the aree aDd hlgber natlonal- lucome.

Furthetaore, tbrough tbe prefereDce glven to hunan J.abor, lt w111 al].evlate
tbe 6e!1ous problen of uDemploweDt.

Concluslons and Reco@end.atlons
o

LtI. 1. At preBent 1trs znFotltdD valley ls cultlvated lnadequateLy, la llnlted
gectors an(l only durlng tbe tlry seasou. In the ralny season Euch of
the vsl-}ey ls Lnaccesslble or.ring to lDodequate dlsposa]- of Burface
vater eDd to Lack of road6.

The topograpby of tie val]ey le sucb thEt, u-lth lrotlerete lDvestnent s,
1t would be posslble to execute certeln ratber ea6y operation6 rrhlch
voula htegrate thls reglon lnto the oatloDal ecolotDy.

If sultable lrrlgatlon Ls avallable, BolI contlltlons lD tbl.s area are
such es to pemlt e dlverBlflea proalucttou whlch eouldt be nra,rketed 1D
the leorby citles cf SaD Ealvsalor, Sarote Ane and SonsoDate.

II2.

u3.

2.

3.

u.l+. 4

u5

Tbe atufly subBlttetl by the Grontlllj CoEpaqy 1s 36e1{ stlce]-Ly baseal
end ha6 beeE prepareal tD the greatest tletell; lt ls probab\y oue of
the most coEE)lete studles ever BubEltteal for colslderatloD by tbe IDB.

5. Through lts technlcal departtrents, the M1D16try of AgrlcuLture ls
qua11fled aDtl ready to proceedl wlth these proJects; there are uo tech-
nlca]. reasons vry loeny of the operatlous 6houL1 not be doDe by tuDan
labor.

fhua, on the ba61s of the proJect Btudy, Lt 1E reco@entleal that a loaD
of US$1r6?r rO0O fron the BaDkr s ordlnaly resources be grantetl to the
l,llnlstry of Agrlculture, through the BaEco CeDtraI cle Reserva, for tbe
projects presenteal 1]1 thl8 docuDeDt.

o 116. 6.

In a couDtrT I1ke El Sa,Ivador, uhere alable laDil 16 alreealy scarce ln
relatloE to populstloD aDtl where Eost of tbe natlonal lncorae cones fron
agrlcul-turel- actlvl,tles, 6011 recla]IetloD autl tbe appllcatloo of systeE8
for lncreaslDg the )rlel-d froln the exlstlDg area under cu1tlvatloD, are
extrenrely deslreble, of gr€at econoBlc vafue aaal pertlcularly couduc lve
to ea61ng of BocLa1 tensloos. If lt Is a16o colsLd.ered that the present
project ls fo! eD area cultlvatetl cblefly by EnlE]-l-scale gro$er6 who work
thelr olm laDd wlth thelr faelLyr s asolstaEce, 1t can be apprecletetl that
the project 16 Dot on].y of gleat ecolonlc value but a16o extr@ely
slgnlflcant 6octa11y.

ItrleDslve cuftlvetloD lD the Zapotltdn valley iloes not eEtall the uBe of
heerry agrlcultulel nachlnezy, slnce the fanos ale 6rna1-l, but lather of
1lgH, arr1mal-tlrevD or treciranlca]. lmpletoents eDd of labor systeDs wblch Eake
1t posslble to obtaiu hlgb yleLis.
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D. IltB:ONAl I,,-AIER St Pg,Y AND SEIIEBAGE ADI,trNTSTRATION
(napmrsmqcroN McroI,rAL DE AcrrEl,ucsos y A:cANTABTLIADoS )

Ihe Borrover

&e !fl.alstry of Publlc works, tblou8b the General Bureau of Eydtraullc
Worke, has plepared a progran to lDprove Banltetlon coDdltlonB h tbe
corrBtrlr by provl,rrng for ealequate mter eupply autl sewerage Bysteus.
Eo thls endl, aud w1th the a8algtaDce aDaI edvlce of verlouB goverment
delertoenta, lt hae prep^real leglsletloD to eatabltsh eu lotlependeat
qgeucy to be cr]leal tbe NatlonFl l.Iate! Supply antl Sewerage At!trlDlBtrat I oD
(Ailnlnlstracidu Nacloaal de Acuetluetog y AfcaDtarlll atloB, or ANDA).

&14 uev ageEcy idI1 be respoualble for plaDrllllg, couEtructlon, naiatenance
eua operatloD of vater anil eewerage ayeteoos ln all tbe cconunltlea ln EL
Salvatlor. AccortlDgty tbe vartous nrmlclpa]-ltle8 of the Republic wouJ.d
b€ glveu a lea8oDable per:t od oE tlre 1I1 wblcb to traDsfer all tbelr
agsetB aDal boluDgs to tbe n€l, organlzatLou.

&e ageucy v111 be aanJtllstereal by e Board of Dlreetor8 lrlth geven
Ifobers. I! accord.ance vitb tbe practlce fol]oweal 1E e6tabllsblng other
tuilependent ageucLee, four dlrectors vlLL be appolnteil by tbe Pr€stalent
ctr the 8etrnrbllc tbrougb varlouB litsDlstlles anA the other three tllr€ctore
lr'l]-l rep!€BeEt prlvate lltere8ts.
qleratlons

Accotalhg to tbe plopoeed leglsletlorl, V AfOe ts to be EaDageal on a
Belf-Ilguldatlng baslsi vblle renderbg pubIlc eervlce of a BocLal
Deture, lt t,.l]-[ also colLect Eenrlce charges whlcb 6hou]A enable lt to
pay lts operathg costa lD fuLl aud allou leaaonable EarglDB for futur€
ueetla. Ite rateg w'l1I be eet anal oodlfled by tbe Executlve Branch
througb tbe !,tsaletry of Econc@y. fE oltler to faclLltate lta operatlona
dulr ng the flrgt four yearB, the Gorrerr:meat IrlLL agree uDale! the ter s
of tbe propoeeal leglslatlotr, to provLile lt r1th eraual aubsltlleg of at
J.eaEt 3r50Or0OO colons for a four-year perlod startlag 1u tbe flocaL
year 1952. EstiEEteE ale that the Goverrmeutt8 luvestmeDt6, slnce 1!!O,
1n tbe varloua EuD1c1!aJ. lrater aotl aenerage ayeteos have amounted to
alproxlEBtely 3TTOOOTOOO colone (excluillDg the couaterTart ll1ve6tnelt
of uuDlcltr)a]- fr:adE ).

&o l.tlDlgtry of, R:btlc Worke, throug! the Geueral Bureau of Ilyilraullc
I{orkB, hBB plepard proJects for 80 comunttleB rtth nore thaa 2roOO
{ n}'abltebt s. Durlng tbe vislt of tbe IDB I'Eaaloa to EL Sa1vaalor, a
selectloa nee EaAe of 35 colmarltles bav{ ng tbe Eost urgeat aaDltetlo!
proble@E aDa[ 1t rras tlecided to eBtabl16h a tiro-year rork program for
those cc,*rlnudtles. Ihe ].oca].ltiee chogeu lnc].udle tbe five prlEcltrBl
c1tle6 of tlle countlXr (the eubSect of tbl s dlocr.aoent ) t,bele tbe I'olk

&€ pret'ln{nary itrafb for thle leglsletloa naa prelnred nltb PolDt IV
ar8lstaace. De flnaI draft wfLL tahe lnto coDBlaleratloa tbe obsenEtlona
of tbe I€gaI Dlvlslon of tbe IDB, vblcb lru]. be c@rDlcateal to the
Goveroncnt of EI 8eIvaalor wbca a ilaclsloD ls reacbetl oB the loaD el,trfllcatloa.

I17.

uB.

o

l-19.

r20.

121.

o
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would be flDauceA dth tbe Sankts old1 firndls, anil 31 othef comrmltlee,
vhere reEources of the Soc1a1 kogFeEB lYu8t Fr:ud voultl be uBeal.

Clty No. of lnhot ltauts

Sau Selvador
Saata Ana
Ss! l,nguel
Saata fecla
Sousonate

2*,7O8
70,769
33,063
2\'r39

_22,O8
372,L67Total-

o

o

t23.

12L.

L25.

lrese cltles eceot at tot 15* of the couDtryrs populatlo!.

a) Saa Salvad.or

Sau Salvador 18 at preEent eupplletl Iflth oater f"oE varlous sprlugs anal
by water ptrpecl fron LO aeep lreILB. Dre entlre By6ter0 can supply
97rIOO cublc meterg per day; bovever, tbe preseDt Btorage capacity allovs
a tia1ly consuroptloo of orly 4Or r9o cublc mete!6, or 183 llters pe!
per8o! per Aalr. Deoplte thls coulElattveiy !:1glr consulEpt1ou, there at€
EeDy BectorB of the clty where water pre6Bure ls lnoabquate resultlng
1n e rrater ghortBge tltrlng the hours of pea.k coneunptloa. Bre publlc
utluttes have uot been able to keep pace rrlth the growtb of the c1ty.

Water ls dLstrlbuteil tbrough a 1?O kli-oEeter Eetrrolk of caBtlro! pll,e8
ranglDg la tllaneter frou 2 to 2\ lnclres.

&ere ere 2o,8OO hcme conaectlone, of whlch on\y llr,ooo are Detered.
the proposeal operetloB6 are ao fo]Lcvwe:

1) Conetructlon of Der, Etorage tahk6 aad enlerge@ent of the
exlstlng tenkE;

1r)

111)

lv)

v)

Replaceueat of cerl"ain puDplug aDaI chloriuating egulluent;

&<tenslon of the tllstrlb'Jtlon EalnB to the new suburb s;

Conpletioo of neter lnetallatlons;

IaatallatloE otr tryd:r.uts for flre Brotectlon aDi[ Etreet
cleFnl ng; aDd.

vl) D<tensl,ou of the cityrs se erage By6teo.

trre ProJect

Ln. gre proJect lavol.veE e:ean8loD of the water supply ana seserage syEtetr
ln tbe folJ.otrlog cltleB:
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b) Santa aaa

&e clty of Saata Aaa, the EecoDd largeBt lu the courrbnr, ls supplletl
rlth wEter fron the R{o Zarco aad rater pr.upeal froB the EI Pal-uar anA
EL l,!oI1ao sprlug6. trre latter sprlug alone could er&pIy the clty fo!
50 yeal'a. It hae three atorage tark6 of 1r9OO, l.'90o encl 5?O cublc
neters, reEpectlve\y. &e dally conar.mlrtlon 18 I8O L1ter6, per caplte.

Water L6 tlletrlbuted throug! caatlro!. plpe6 rarglDg frcru 2 to 15 lnchee
1n dllaneter.

Ihere are 51600 borne cormectloue, of whlch only J,OoO are uetered..

Dre proposed cleratlonB are as folLolrs:

i) Constnrctlon of, Eew 6to"age taDks aotl enlargement of the
exlBtlDg tankBi

L26.

L27.

128.

L29.

o

11)

11r )

lv)

v)

vr)

Rep:LeceDeDt of certeln puEplDA aatl culorinatlD8 equip!.eDti

CoaBtluctlon of an electrlc pover subatatlou (for fnmphg )
lncludlEg tlalsolssloD llDe8i

DctensloD of the d.16trlbut1on EEIEa to the aerr 6uburbs;

o

CoepletloD of Eeter lustsLlatlo!;

IDatAl latlon of hydrauts for flre protectioD anal Etreet
cleaElDgi altl

vli) ExbeneloE of the clt}'rs eeverage system.

c) San lttguel

13O. &e clty of Sau l.I1gucl 1a supplled l,1th lrater ftcm varloug sprlags by
both prmplng antl the force of gravity, rlth a datly capaeity of 17r r4O
cublc ueterB. Tbe condults (r" to B") are very oLd eud 1n urgent neetl
of leplecement. grere are tflo Etorage tank8 r,,"lth e combhedl capacity - ,of 5, OOO cublc uetera. &e de{y coasrepblon 16 l8l llters per caplta.V

131. lJater la tllEtrlbutecl throqb a 5l kr l ometer netvork of ca6tlrou p1!e6
raDglDg fron 2 to 16 lnchcg lD tllaeeter. &ere are 2rl0O hone co!.EectLoDs,
but ody a very sDal]- Dunber are atetereil.

132. &e proposedl operatlolrs are aB follow6:

1) Replacement ctr epploxlllatel-y 12 k11c@6ters otr contluitB,
fron the sp!l.Dg6 to tbe Btorage taBk6i

11) Dcteneloa of tbe ilLstributloa EElu6 to the new suburbe;

frg 6geolngl y hlgb p6r caplte coDauq)tloD tn SaD galvaalor, Santa Ana
ald SaD l{1guel ls tlue to tbe fact that el"Eost r1'l the countrlr'e lDalustrle8
ere located 1u tbe8e tbree cltleE.

LJ
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133.

134.

135.

136.

137.

r38.

r39.

1Io.

l+B

d)

11l) Coupletlou of ueter lnstellatloui

lv) bcteuslon of the cltyre sewerage sy8ten; aBtl

v) Constnrctloa of a eerege-treetnetrt plant.

Saute Teela

&e vater supp\r of tbe clty of Saate Tecla conea froa botb $atersheal
ald vellB, rrlth a totat capsclty ol 6 rL5O cublc Eeters per alay. OlrlDg
to ltnltedl $EoplDg anat Etorege facllltles, tbe cityr8 corsunptloD 18
ver^Jr 1or, olty 92 liters l)er ceBlta per dsy. SecauEe of lts nearneas
to the capltal, Seute llecla ls grow-lng 60 rapld]y tbat tt ls ulabIe to
Bupply the lucreaaed tlenand. Xbe vater 16 allBtrlbuteal coEpletely ultleated..

&e austrlbublo! Ea1D6 are cagtlroD plpeB ltl approprlate Alanetere.

Orere are lrl+50 horoe connectLone olly 9OO of rhlch are [etered '
&e proposed opelat1on6 are aB follovE:

1) Conetruction of a treatBeDt plauti

11) Constructlotr of Dev Btorage talks aDal exla[Eloa of the e)d.stlDg
tauksi

e)

t11) Coast::uctloa of au electric pover eubstetlon (for prnplDS )
lEcludLug traB$lEeloD llEeEi

1v) brtenslotr of dlstributloa rnalns to the Eev BuburbE;

v) Coqrtetlo: of neter lustall&tloni

vl) Drtenelou of tbe c1tyi6 Beverage syst€ni

vil) Coastnrctloa of a sewage-treatDeat plant.

Soneonate

trre clty of Solsonate le supplletl $1tb vrter falllag fron three sprlDgB
rl.lth a total capaclty otr 1rI8, cubLc Eeters alally, o, 53 Uter6 pe!
peraolr pe! tlay, an ert!e.&el-y low average, partlcularry for a clty ln
tbe torrid zoae. &ere are tno Btorage ta*a, each rrlth a capacity of
Lrllro eublc Detera.

Ihe dlstrlbutlo! Eysten LB Dew aaal EBIDe ale of sultable aianeters, bul
the rrater lE ccupletely untreateal.

&ere are lrlr2! eerrrlce coltlectlons, none of, vhlcb are oetet.eal.

lre propoeetl oleratloaB lacllxle:

f) Constrrrctloa of e Bel, nate!-tleatnent plaa;

11) Coustructloa ort aen atorage telkei
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111) ErBelslon oE tbe atetrlbutloa DalDs to tbe aer 6uburb8,

lv) Iustal:rtloa oE uetere; anit

v) E<tcaaloa of tbe cttyra sercla8c syBteB.

Tirtril.p"ntatton

AB EooD ee tbe Oot emDent of EI Salvatlo ecelveB the IDBrs ccmeDtB
oa tbe pettlDcut alra,ft legtaletlon, tt l'1LL tesue tbe decree eBtab118h1Dg
AI{DA. &e Mlalstry of Publlc }Jolk6 aDaI thc varlou8 ccmuDltles !r11l
tbeu traDofer pereouael, property, equltrueDt, etc., to tbe nen Adolrde-
tratlon, ilhlch wlLL proupt$ begh vork oD the proJect.

lDre etuillee o! tbe flve cltles have been conpletetl by the Bur€au of
Wdraffiorts. srey vere revleveil for pre-eentatloa to tbe IDa by
lA!,lS oE Ne!, Io!k.

aDd Eaterlal6 wll.L be procureal oD tbe basl.s of
ructloD coDtracts t{"111 &IBo be eraad.eil on thla

l[1,

1b2.

1l+4.

Il+3. Teble 6 Ehovs the lpvestue[t proglam for both water Bupply and eeverage
EyBteDB, lacluillng aIL eucb lDve6tDerts uade by the govelEmeDt aluce
1950 ( rbeo tbe Bureau of Hyilreu1lc worka lras estabtiabett), aB t eII
aB tbe prograrl for tbe lext tno years. Tabfc 7 sborra tbe breekilom
of thc IDB J.oa[ lDto loca1 and forclgn cureucy.

o ba61s except lD
by ANDA lteelJ.

Il+5.

1[5.

I4?. fuccoc from tbe
rloDthly cbalgc8

QslqlEltv

Sau galvaAor
Satrte ADa
Sau }{1grleI
SaDta lecla
SousoDate

l,toDtbl-y f ee
ln colone ) coLona r

(ra surcbarge
5O a3 ) looe per u3

tEil6E-fficoparatlveLy ElDor Jobs tbst can be bautlledt

Berrlcea uov provltletl c
, aa lDfllcateil tGlorr:

Eaue sewlce tax

onea fron home eersrlce taxeB aad

&e tecbElcal aIoIEftEeDt v111 erpenrl.se fr.rlftlLneut of, tbe coDtract.
It ba8 becE Doteal tbat tbe IDter-A[erlcan Cooperatlvo Publtc Ilesltb
Senrlce trlll contlDu€ to provtAe tecbnlcal eld, andl 1f DeceBaar]r t'b6
selvleea of couEultllg eBglueers wtll be coDtlactedl.

FlnanclDa

De cogts of tbe propoaeil ox5nnalon of, water aad sewera6e systeng 1a tbe
flve cltleB llsted beleh vould be detrr8yed by coEtrlbutloDg fro! tbe
govenEent, tbe leveEueB fro the collectloD of, vater rates, aDA the
IDB ].oa,u. Ere goven8.at vou1a coutrlbute C/3r ,OOrOOO year\y to executo
tbe prograe.

la co-
(

300.00
10.20
,,L'
,.L5

10.0o

0.0,
0.10

o.o,
o.10

o
lJ trrie 1s aot collected ElDc6 Eet€rB bave aot bren 1nrteJ.J'eat.

!/

3.00
3.00
3.00
3.50
3.00
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oae of, N'IDA' e f lrst tesl:e r*t}.t- be to consid.e: the rate6 to be charged
1D the future, a Lo thls respect, the IDB couLa provldle techalcaL
aBElstauce by grantiDg s sub6laly to al].ow ANDA! e enployelB anil e:q)ert8
to be BeDt for obgenratlon perloils to 61uL1ar organlzations lD other
AuerlcaE countrlea. Enpl'eEao hibllcas tte !Gd.e11ln, fo! exa$pIe, voula
be au id.caI site for trelDlng of thlB Eort.

&e Departnent of ltyilnullc Worke, ld the l,tlDlstrT of Prb].lc Work8,
esttuates thet these operatloaa cortil beeone Belf -l-lqulAattug wlthln
a 25-year tena, lncludlug a grace lerlotl of 3 ,-ce!6; eEort l zat 1ou
rou1A be uade by D.eans of, l+lr s"'ir autluaL lDsEelLueot s, startlng 1n
the fourbh )'ear.

ConcluelouE anal Rec ooEeBalat t 0B6

1ro. 1. he probleo of sq4flryLag water to EL Salvedorrs flve prlaclpal
cltleg urgeat\r requlres aolublon, 1f th16 aet:lllce 18 to keep
leae wlth lte uornal eEoubh, lDAu6trlal requlreBeDts aDal nalateaance
otr niaLu:n oaultary condltloas.

Ia Sauta Tec1a aua Soneonate tbe Bltuatloa lg even Dore Berlous,
ow"Iug to the Luadeqr:ete suptriy of vate! f,or preeeut neeag aDd tb'e
lack of treatEeDt of the rater eupplled.

&ere lE a 6e!1ou6 p'rbIlc hygtene problem ilue to the lack of
aeselage 1E lerge sectors of tbese comuJlltleB, wtth the le8ultant
soclal lq)Ilcatioae.

trre NatlouaJ. Water Supply aucl Sererage Adlrrlulstratlon lE lrell
qua]-lfleil la 6ff sinJalgirotlve, flueucla]- anA technlcaL aspect8
to execute the proposed proJects.

Blerefore, o! the basL8 of the proJect etuQr, 1t 18 reco@eDaed:

f) &at a loan be granteal to tbe Natlonal Water Srryply antL
Sererage Atl&ld6tratlou throug! the Banco CeEtraI Ae Re8er:va,

1r3. l+. In Saa ldlguel atil SaDta Tecla, nblch eq)ty thelr sewage lnto rlverE
cloBe to populateal area6, there lE aD urgeDt leed fo! coustnuctlou
of eewege-treatuent plants.

1rI. 5. sotutlotr of these prob-':eEs roi:Id. belp to ralEe the ltviDg BtaDalards
of a large eector of the populatloD ln ttre Bepubllc of EL Salvatlor.

2.

3.

6.

T.

lbe pre8elt rateE ere hlgbe! thaD thoBe 1n other Iatln Ame!1can
coultrleB. See the reporb on the LoaD to Eopresas PrfullcaB ale Cartagena,
Doc. No. Dw/6Ll\8, Juae 6, 1961.o

L/
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equlvaleut to US$ 2r1oorO00 aad chargeeble to the Baakre
orillDarJr futls, to execute the proJectB preseuted h tbls
docmeiti aDd

11) ftrat a Bubsltly of US$ 25rooo be gra:1teil the Adlnlnlstratloa
for traini.ng techDlcal aDd edmlDlstratlve lersoDr3el- abroatl.

o

o
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1T - JUSTIFIC^TION OF TI{E IOAN

A. Econonl.c developrnent of
-the 

c ountry
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EL Salvador ls gross domestlc product at L95O prlces increased at
the yearly rate of 5.lr per cent from $338 niuton in 1950 to $L9t
rnillions in L959. Ttre percentage gain frorn year to year lras very
unequal, howsver, rclttr a definite sLorrdorn tn 1958, a further contrac-
tion in L959, eJn probably a very sllght impro'renent in 1960.

o

Due to the lapid ereansion of the population, Per capita product
increased et the relatlvely slow pace of 1.9 a year, ri.slng uneven\y
frprn a low of $170 ln 1951 to about $195 in 1959.

fncorne distribution ls very unequal.. Recent informd 1on ln ttds
respect is not available, brt ln 1950 less than B per cent ef q'l't farn:l-
lies had an anmrel incqne of $2roc'O or more although thelr comblned
incore represented more than 50 per cent of the nat'iona1 incone.

The proportional contribution of agriculture to GDP decLined over
the past decade from more than [3 to less than 3? per cent, but fa]^Idng
rsrains the corr:erstone of ttre econony. Tndustrial production increased
ilom 11.5 per cent of GDP in 1950 to around llr per cent in recent years,
rising in value from d 97 ,ttt]tion in 1950 fo i L69 rnlllion in 1959.
This latter year showed a slight decline as conpared to 1957, but
available figures on industrial output point to a possible reversal
of thls decline in L960"

Drlng the period of ocport ercpansion, the nioney supp\r and credit
grer rapldly; bank loans to the private sector rose flqr / 80 miuion ln
195O to approxlmately / 3oO m:.ttron h 1957, but the monetartrr impact of
tkis expansion ruas offset by a constant lncrease in the goverruflent ts
assets held by the barking systsr. Accordingly, the rpney supply
lncreased less than credit, rising fbon / tZ9 rritlton in 1950 +a O 225
miI1lon it 1957 .

Thls situation changed slightly as a result of the decline ln coffEe
prices, ard j.t was necessar:r to restrlct banking crecLit ln 1958; but in
1959 ard 1960 there uas a resurgence of credlt expansion to the prlvate
aector.

Elscal income, r,rh-ich in 1950 totalled I BB.L miUfon, gre$, constan-
t1y and rapid\r until 1957, when it reached the amount ot / L89.7 miLlion
equivalent to more than a tr,rofo].d increase; in 1958 and 1959 it declined
substantially fo il56 "7 mi1lion, but again showed a slight impr-ovement
J.n 1950, w'j.th a total ot i 170.9 million. Publ ic ergenditures also grew
proportlonately, but aliowed the accunulatlon of a surplus up to 1957r
i[htch bas served to finarrce subsequent deficits.o

The tax structure of EL Salvador is characterized by an exLremely

a

161.
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high ratlo of lndlrect taxos, whlch account for about B0 per cent of
total fiscal revenues, and by e very heavy dependence on taxes on
foreign trade, bottr lnrport duties and the coffee o<port tax. In
conirast to the aPparent regressive character of thj,s tax stnrcture,
the disbrlrseraents of the Goverinnent are strongly oriented toward
social- and econonic progreso.

The lack of diversl-fLcation ln the exbernal sector of EI Salva-
dor is one of the rnain r.resl<nesses of the sl'stan. During the 1950-. -15'
195B periodr coffee accounted for percentages ranging fron 72.lrE to
91* of tne value of total e:<ports. Thls heavy dependence lrpon a
single connod1ff has been reduced in recent years, and cotton and
shrfunp e:<ports, parttcu.LarlJ6 ue of lncreaafulg importance to the
econotnJr.

Due prlnclpal]y to the rise in coffee prices bett een 1950 and
1955, W Salvador rs e:<port earnings rose frqn I }7I milllon In L950
to fr 3t$ mi]-lion ln 1957. The fall of coffee prices caused succeesl-
ve declines in the value o.i e:<ports, which feII lo i 290 mlllion 1n
t95B ana / eB3 rnlttiot in 1959 i in 1960 eernings increased ta i 29:,-
rn-iIlion, but they decLined in the first quarter of 1961, as ccrrparod
to the corresponding $eriod ln 1p50, reporLed\r as a result of the
decieion to wlthhold part of the crop because of the 1ow 1evel of
worl-d prices .

Irnports in turn greru rapidly, i.ncreasing tlon fr l2]- nillton ln
1950 to y' 2BB million la t957. ln 1958 ald 1959, due to the credit
restriction lmposed ln 7957 t the value of inports decLined Lo i 2'lO
ayd i 2119 ml1Lion respective\r. 7n :!960, however, as a result of
cre*it e:gansion in 1958 ard. L959, ttre value of imports rose to a
hieh of d 3OB rr:-ttton.

The net internatLonaL reserves of the country feIL fton $lr5.B
rnilllon at the end of 1958 to $I5.1 miLllon at the end of 1960. In
the flrst fou.r months of 196i, instead of increasing Ln the usuaL
seasonel patternl tlrey decllned further to a 10 year low of $ll+.6
nillion, i.e., less than 3O per cent of their amount at, the end of
April 1!60 ($50.L). This deterj-oratlon of the reserye posltion wag
due to three factors: the high IeveI of lrports in the ttrini end
fourth quarters of 1960, a sizeable flight of capital asocciated wltib
the political uncertainty of recent times, and a delay 1n orports of
coffee and cotton. To meet ttre problem EI Salvador tightened bank
cledlt and in ApriJ. adopted exchange control on capi tsJ- novements.
The Central Bank was aLso nationalized in April and given addltiond
powers of credlt control" Ttre exchange reselves ale still serlous\r
Iow, especially in view of iarge short-tem obLigations to the IMF
and Federel Reserve Eank of New York, but lt is e)pected that
deferred coffee and cotton earnings w'iI1 provide extra exchange
during the months of usually 1ol'r receipts. A reductLon of imports
al.so is ocpected to result frotn proposed tariff increases on non-
essentials now under considerati.on.

o
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The total erbernal public debt of EI Safvador ot. De,;snben 3Lt !96o,

rres U.S.$23.6 nil]jlon, of which U.S.$6.3 nilfion were repaJrablo in
Mexlcan pesos end Srdss francs, and ttre rernainder 1r, doJ-lars. In
addition, U,S.X9.? rntllion had not been distursed, malclng a total
disbursed ard undlsbursed of U.s.$33.3 ni111on. ThrcuElcut the decade
of the fifties the ratio of the total external public d.ebt to thg
GlrF has renained constant betrueen 6.7% and 6.51. Debt serrice has
al-so been relatLvely 1ow, varying from O.LF of extorna.l receipts ln
1952 tD 2.1$ in 1959. rn 196o, wittt u.s.$3.L mil1ion, debt senrrce
snounted to only 2.9fl of the value of exports and posslb\y less than
O.Sft ot the GNP.

As to the futtre, serrrlce on the exberna-l debt 1s exPected to
renaj.n at a 1ow dollar leveI and a small percentage of export valuei
in the 1961r-1956 perlod, serrrice on curent debt yrouLd amount to
approdirately U.S.$h mliUon, but this sun represents less than Ll
of the cu:rent vaLue of exports and 0.58 of the value of the GNP.

Furttr emor6, tlre Goverrtrnent of EL Salvador has continued Lts
traditional pollcy of f\dflr ] J ng lnternationa]- flnancia] cormitments
and has pald its debts regular\r. For these reasong, EL Salvador
appears capable of assur,ing serv'ice on additlonal external tndebted-
ness incumed for productive purposes, although the severe depletion
of the countryls international lesetres remains a cauae of serious
c onc ern.

B. Relation to the econonric dereLoprnent of EL Salvador.

In J.96O, there were signs of recovery from the l95B-59 recession.
Ttrese were obscureC, however, in the latter part of the year, by po-
Iitical dlsturbances which continued into early 1161, and were accon-
pan5.ed by a degree of social unrest, an undetermined anount of capltal.
fllght, depressed buslness corditions, and a slgnificant decline of
investnent, both pubLic and private. The Goverdrent is currently
faced u'ith a difficul-t, flscal situation, the countryrs reserve position
has weakened conslierably, and the volurne of credit available wtthj.n
the badring sJrsten is severely curtaiLed.

It ls fu1ly re"l ized that th6 loans under consideration can be
but a fhst step toward tho alleviation of this situation, but lt may
prove of mater{,a1 help to the country, at this tJ:ne of transition, by
asslstlng ln prlming the econorn;r and in broadenlng the base fo"
future development. An added consideration is the effect on ernploymentl
currently a serLous problan in IL Sal-vador; the degree to r*rich
inplenentation of these projects u:iJ-l- employ presently unoccupled labor
was a baslc cr:iteria used in their selection.o
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1 Credlt for irrlustrlal and agrlcu].tura]. develo-unent.

l?b. Food crop productlon has actually decllned ln the decade of
the flfties, and the l-ow productiwlty of this sector is in sharp con- 

-trast lrtth iire trigU yield per hectare of the tnain elport and industrial
crops ( see Dfr /61/18 ). lihlIe ttrls ls due i:r part to s tructE al
factors ard to the bf,ortage of cultivable land uderscored in ttre
accornpanirlng econonric study, a program of tech11idal and flnaaclal
assistance 16 lhs g|la'l'l fa::ner could si gni fic antly increase yields per
hectare, and contribute to ralse standards of liuing in rural areas, to
relleve the pressure of heavJr food imports on the baLance of paJments,
and to stfululate the development of food processi.ng industries. this
is of partlcular 5mportance in view of the fast rate of population
expansion ard current pressures for sociaL refom6.

The promotion of industriaL develogrent 1s of particular signifl-
carce in EL Salvadori ttre countryrs ratlo of population to agrlcultural
land le currently down to less than a quarter of hectare per inbabltant,
and the pressure of the rural- popuJ-atlon on the llnited Laad resources
available is increasing at a dlsquioting rate. A considerable amount
of lnvestilent was channeled lnto infYastructr:re proJects during the
period of high export earnings, thus layirig the foundatlon for sound
developnent, and nurerous basic industrles were established. The fast
progress of the manufacturlng soctor was hafted, however, during the
recession ot 1958-1959. Alttrough industrial ptoduction began to pick
up again 1n L95C, continued stlnufation ls necessery to insure sustained
growth. The requested loan would assist in thls dlrectl-on by supplenen-
ting the currontJ.y limited credl-t availabilities, partlcularly in regerd
to medium ard long-term Ioant.

t7r.

o

176. fn addition to lncreaslng the countryts productive capacity,
raising productivity per worker a"rd rell.evlng current uaenployment,
accelerated industrial growLh is oq:ected to result in slgniflcant
forei,gn exchange savj"ngs aE a resuLt of iflport substitutions, as shotm
in a previous section (see infra, p.L}.2r. Iuioreove!, lncreased manu-
facturing will contribute to diversif! production and may increase
elcportg, particularly to the nelghborl-ng mark6ts; EL Salvadorrs central
locatlon, good road and port facilitios, adequate power and reJ-ative\r
advanced degree of lrxiustr-j.aL organlzatlon, places ttre country in a
particu].arly favorable positlon to beneflt from the curent movement
ttrard greater econonic lntegration in Central America.

2. Rural ELectrification (cEt)

The prlmary objective of this project is sociaL rather than
econonic. Irplementation is expected to extend to rural communitieE
the benefits attached to the avail-ability of ine:cpensive power and
enJoyed so far, despi.te the remarkable development of ttris sector i-n
the past ten Xears (see Arurex 3), onJ-y by larger urban centers. Thls
first step toward raising living standards outside of the rnaJor cities
can be achi.eved at a modest cost, and 1o oq>ected to lead to further
developrent besed on the e:cperlence acquir€d in ttre Olocuilta reglon.

o
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The ngture of the project, and the Lack of detalled statistlcst
plevent a quantltative apprelsel of ttre economlc benefits of
lnplementation. But lt appears reaEoneble to enpect that hlgher
Ilrring Btanderds wiLf stlmulate an lncrease irr production to meet the
plobebl€ increase in the d€nand for consumer goods. New erploynent
opportunlties are 1lkel,y to result, both directly from ttre electriflca-
tlon program ltse1f, and lndlrectly, through the stimulation of lncreas-
Ed econonic act1v1ty. Mcreover, power evailability w111 be an lncentlve
to the development of hom€ indrstriee, thus prorlding fu11er employnent
of the currently underutillzed Labor force. Iast\y the very method of
fupl€mentatlon envlsaged (through the use of cooperatlves) nay constitute
a v€ry uo€ful e:cperienc€ in conununity enterpriso that can be extended
1s.ter to other cornmlnity services: aEd other areas.

Iviore direct\r, electriflcation is e:eected to furthor th€
deveJ-opment of dairying actiuitles in the 0locuilta region, by making
posElbLe mILk rofrjgeration and processi-ng. the area is reported\y
euitable for dalrying, and !,rou3.d have a rea$r market in San Selvador
end San l,Eguel, trro iJrportant cities with which road corrnections are
excellent. Again a quantitatlve evaluatlon is irnpossible, but tho
antlclpated deve).opment would result in p artiaJ. substitution of
lrports, and in incrreased production.

The apeclfic plane that the Governnont nry have to use the
avail-abillty of power in the area for educ ational. purqpose is not
kncffn. Implementatlon of the pro.i6ct, howev€r, would rnake possible
e program of general, end techniceJ. (especlaLry in the fleld of
agriculture ) education, through the uee of radio, and, at a later
stage, televislon. Such programs have been carried out in other
under-developed areaa with the help of UIIESCO, and havB r€portedly
proved usoful 1n raisiug iiving standards, particularJ.y through
social oducation, the prornotion of better health habits, and th€
disseninatlons of information related to farniing.

It must be erphasized, hov:ever, that the sconomic and social
benefits outlined wlIL probably requhe careful plannlng ln which
ell the Governnent agencies concerrred should partlcipate along with
CEL. The extent to lrhieh provisions have beon made fo! this
cooperation and coordination is not known.

3. Developme4t 9f the ZapotitSn Va11ey

The project, as descrj.bed 1n Section IILC of thls roport
is part of a larger plan for land reclarnatlon, irrigation and
drainaga. It derives its itnportance not on\r from ite potential
contributlon to higher living standerds and increased agricultural
production, but from lts anticipated value as a rnodel- for future
developnrent.

one of the basic problems of EL Salvador is the shortage of
cuJ.tlvabLe land. Th6 ratio of farnr popuLation to agricultural larid
which stood at O.116 ha. per capita ln 1950 and 0.37 he. in 1960, Is

183.o
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expected to drop to only O.29 ha. by 1970. The project r:nder study
eirns not on\y at increasing the area usable for aglieulture tryr nearly
lrr000 hectares, but at lmproving land utllization and yields per
hectare; in addition it is expected to rnai<e ]ear-round utilization
poesibJ-e wlriJ.e at present, the land can be exploited onJ-y fron
Noveniber to Apri.I.

l8b. Tho project has boen carefully studied by a group of outside
consultants. It is understood that pro'rr.lsions have beon rrade for
the rational selection of the crops to be grown, crop rotation,
and economic exploitation both from the vier.rpoint of unit size and
type of operation. It iE furth€more understood that the prograln
will be supplernented by technical and financial assistance to ttle
farner.

lr. lrater Sr.rpply and sewage (nNDa )

1BB. Ihis proJect Is related to the first stago of a comprehenslve
progran to expand and i.mprove ttre ex!.sting potable water and sewage
slrstems of EI Sa]-vador, as descrj.bed ln SoctLon III-D of thls report'.

189. The five cities cover€d in the proJect are not on.ly the urost
populous in the c ountry, but constitute th6 prirlcipal industrial
and conmercia,l centers ln EI Salvador. In fact, most manufacturing
activities are located in San Salvador and Santa Ana. Santa Tecla
is situated in the ironediate vlcinity of the capital city, and tende
to becone on6 of its suburbs. Songonate ie near the fast develcplng

185. Uhile the data avaiLable at this writing does not permit an
evaluation of the probable effect of tl:e prograrn on farm income In
the ZapotitSn Val).ey; it is estinated by th6 consultants who mado
a field study of the project that net income per average farm of
5 manzanas vill range between 3 r5OO lo 7;OOO, a sizeable iacrease, in
el'l probabilitJr, over €xlsting levels. The sanre consultants have also
computed the capitai output ratio of the project at a mlnirrurn of 2.7,
which wouLd confirm its economic feasibiJity.

186. An added favorable feature is the location of the ZapotitSn
Va1ley: tho area is situated betueen Sonsonate and the countlXrrs
tlro n4jor industrial and commercial centers, San SaLvador and Santa
nna. It is served btrr two rnain higtm4rs and W railroad, and a net-
work of feeder roads to the existing arteries is pianned.

fB?. Assurning therefore that the project wil-I be inplemented along
the lines outlined, and that it uilL be supplenented by the
sustaining plograrLs nentioned, it m4r well aerve as an lnitla]-
neasule to better social- conditions in th€ interior of EJ. Salvador,
and contribute to a nruch needed inprovement in food productlon.
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AcaJutla rrglon, and close to Ure nfi, Pacific Highwayi consequsnt\y,
the clty ls €xpected t'o g!o$, rapidly 1n the next few years, both ltr
populatlon and in economic lnportance o San Miguel ls the countryte
third nost fuportant center, and the principal clt;r irt ttro eastenr
reglon.

19O. The cornbined populatlon of San Salvador, Santa Anae San Miguel,
Santa Tecla and Sonsonate replesents about 15 per cent of the
counttyla total populatlon and has grown ty near\r one third bstween
1950 and 1950. It wILl probabJy oipand at an annual rate of lr
per cent or nore i-rt the next few years, partlcutarJy i.f ttre Govertrnent I e
plans to accelerate th6 pace of industrieltzatlon resuLt in the
anttc ipat€d developrent n

r91. Ttre actual rate of lncrease of the potable water stpply in ttte
citiee named above and the inprovemente made to their selrage systens
in r€cent years, as conpared to the needs of the fast growi:tg populatlon
are not known. Present facilities were considered to be far frorn
adequate, however, W the recent IDB mlssion to EI Salvador, and it is
doubtful that they can be e>panCed at the requirad pace, in the next
few years, wlthout external finarrcial assistance. Yet, urgent in{:roverrnta
are needed for both econonlc and sociaL reasons. Even in the three
cities wher6 dai-Iy consurption is high compared to other parts of the
country, it anounts to appro:clnately lBO lit€rs a dry per inhablta[t,
(as compared lrlth more than 2OO i-n the Arequipa region). Ivioreover,
entlre sectlons o.f these citleg are uithout water, or enjoy oerv:.ce
onJy during a few hours each dry. In Santa Tecla and Sonsonate, the
wat6r distributed is rntreated and sewage facilities are vety poor.

L92. PI ans for the works now bei:rg onvisaged shoufd be based, ho'rever,
on rnethodlcal estfunates of requirernents, now and i-n the future, and
should take irrto account the need to decentralize industrial actiuities,
W nakhg adequate facilities available in reglons other than San Salvador
and Santa Ana.

o S-8L1
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(En Miles de Colones )

Afio que termja6

ACTIVO

ANEXO I
TAiiLA No. I

BANC0 CENTRAL DE RnSelllri DIL .1, J .i(..,1,,

SAli SAL\,'I:.DOi.. r1 _s1!E!j]RC.A.

ESTAI'O COiiPrAATIr, C DE BAIANCES

Int.

i.tic .31r 1957 Dic. 11,)-958 Dic.31,195? qrJ.ni,1960. Abri13o, 1951

( oro
Caja( Divisas Bxtranjeras

( I'toneCa Subsidiarla
CaJa Total

Descuentos
Redegcuentos
Otros Cr6ditos
Total de Pr6stanos

I'ondos con Institu-
ciones fnt.
Inversiones
Edificlos 6 lnnnrebles
Otras Cuentas

102,325 97,oBIr 96,902 8b,9fi 58,950

78,568
20,g2g
2,828

78 rlJ67
t5,g7lr
2,61$

,oD
t29\

63,957
2,188
2,805

7l+, B

716
2,3

76
1B

2 5e7

97
7[
A,

b52
77,892
23,?)lt

212
6\,'2\6
?B,2lg

212
6j,079
27,Sllt

262
61, BB6
l$,920

IZ
67,oB5
L6,680

102,078 92,67? 9O,B)5 112,068 t13,777

tB,75o
to,t57
3,58J

e56

250
770
375
187

29,625
g,6g0
b,781

9llo

31,100
t3,658
4,52]..
1,721

,

t

20
2
,!
t-

Total del Activo 23?,8U6 219r3l$ 232,773 2Lr,7l7 2n,727

PASIVO

Dep6sitos: A Ia Vista:

Del- Gobierno
De fnstihrciones
Ofl-clales
Bancarios
0tros

62,73L lt3,9u3 t6,395 7i,387 L7,L22

9,75L
23,t\6
1,U+6

11r 1BB
26,1166
2,172

ll')92
25,522
1,L61

t2,572
26,792
f,5Lrt

9,L89
2i,375
L'6)7

Total Dep6sitos 97rO77 Borllr)r 56,22L 5)1762 581327

Billetes en Clrcu-
1aci6n

Total de 0bllgaciones
a Ia Vista y otros

Fondo l,lonetario In-
ternacional
Disponibilidad Fondo
Reg. Valores
Otras Cuentas
Ob3-igaciones en
Divisas lxtr.
Fondo General de
Reserwa (

Capital Pagado (

Total de Ca,:ital
Total de] Pasivo

3.725 ),862 3,ehL L ro03 1.050

l:o9,296 !o2,5ot 105,150 1001333 91t,625

zc6,37j t3?,6\5 161,38I t5L,o95 ]i5?,952

1]+,062 1il,96]- 35r?38 5orB7B 50,878

t36
t),55o 8,151

B,L2L

21062

1,800

f2, oLo

tg,670

2t]J)L

1. 800

to,36?

261371!

2r2O)

1,800

9 
'651+

16r181

2i26o

1.800

t,925

1.800

237,BL6 2]'B,)\) 232,773 2l$,717 23),727

o Relaci6n Caja Total- a De-
p6sltos Total %

Re1acl6n totaL de Prest.
a Dep. Totdl
Re1ac16n Total dd Pr6st.
a Capl-ta1 L1q.

to,fi tzlfi
L.05r1.00 1.16:1.00

27.1r0 :1.00 2r.Oo :1.00

r.72fr Lr!% uB'
l-.62:1.00 2.08:1.00 1.95:1.00

23.03 :l..oo E.co,1.0o 28.00 :)..00

llruo
11r900
Lr52l)
1ruz
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ANEXO I

TABI"A }E 2

,NJ.ICO CENTPAI, DIi RES]NVA DE EL SAL'JADOR

SAN SAIVADOR, EL SA],VADOR, C. A.

EST, ro COffnATM DE PErulDAS Y GA I,AI,ICIAS

En miles de colones

Aflo que tefilind

INGAESOS

Dic.3l-,1957 Di".:_3A, 195q W.:_)) ,1959. 9..".-:]i.l95o

Cambioe
Conlsiones
Gananctas Varias
Intereses

226
28
t7

L,4I5

II9
3o
t7

L,268

117 160
30 LB
10 20

3,?75 LIJ!?

Total de Ingresos lrl Ib L,.[3L 1 ,e32 1,580

o GASTOS

General y de Administraci6n
Provislones y lepreciaci6n

1
1

375
971!

1,952
t,66)

2,398
gBir

216l$
I 37o

Total de Gastos
Utilidad l'leta

o 2 6t5 Itz L 010
7

Dls trlbuc i6n :
Dividendoo (6% aet Capi.tal)
Reservag y Fondos

108
L,25g

108
711

108 108
l$zLB2

To ta1 1,367 B.r_g 590 Sto

o
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co/61/DP-3b Anexo rr
2lr Jullo L961

MESTAI{6 AL EANCO CEMNAI, DE BESMVA DE EL SALVADOR

A}.IIICEDENTES I,XGALIS I OTBOS RTQUISIIG

E1 obJeto de este docurento conslste en d€Jar constancia de 1a personerfa
Juddica y de otros 'antecedentes legales del Banco CentraL d6 Reeerna d€ EI
SaLvador. Asirnismo, se rnencLonan Los requisltos bdslcos de car6cter 1e ga1 que
deben ser cumplLdoe por eI sollcitan+,er antes de qu€ eI Banco Interaned.cano
de Desarrollo pueda efectuar eJ. prlner deeembolso al rdsmo.

Ia Dlvtsl6n Legal ha estudlado e1 stgulente docurnento:

vado!'r en uria entidad del Estado, de
con pelsonaltdad Jur{dica propia para

carScter p6b1tco, de duraci6n indefinLda,
ercer dereehos contraer toda clase

E1 Decret'o No, lL5r de fecha 20 de abrtL de 1961r dictado por eI DLrec-
1,6116 C{rrtco-ililltar de EI Salvador, que entr6 €n vlgencta ocho d{as despu6e
de su pr-rb3.tcaci6n en e1 Dtario Oficl.al, qu€ c ontieDe 1e Iey de Reorganlzaci6n
de 1a Banca CentraL de La I'laci6n.

Esta ley contlerE las slguientes dlspoalclottes b6slcas:

1. Transf6r,Ese La Socledad An6nirna trBanco Central de Resenre de EI Sa1=

de obllqaciorres, que sucederd en todas sus unciones y ficios a la soc edad
An6nj-sra de1 rnlEmo nonbre e que se reftere eI Decreto I€ gtsl-atlvo No. 5L'del
19 de junio dE 193L. Ta1 entidad se denomlnard en e]. texto de esta Iey, sinr-
plemente eL Bancoi

?. TransfL6renee al Banco e1 actlvo y pastvo de Ia Soc tedad An6ntuna
trBanco Central de Reserva de E1 Salvador". Para determinar 1os bienes y oblt-
ga.clones que s6 transfleren al Banco, se levantarS un lnventarto de 6stoE aI
entrar en vlgencla La present€ Ley. Dlctro lnventario serS practicado por ura
Conlel6n -compuesta por tres delegadoa nonbrados as{: uno por el l,tinisterlo do
Econorn{a, otro por e1 Mlntsterto de }Iactenda y un tercero por Ia Corte de Cuea-
tas de la Repiblica.

En la fecha de vLgencta de este lqr, eJ" Banco 1nlcLar6 suo operaclonea y
adqulrlrd 106 btenes y asumird las obllgaciones de Ia Sociedad An6nima trBanco

Central de Reserea de El Salvadorrr, aun cuando no ee hublele levantado eL in-
ventarlo de referencia.

I
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ANEto u (Pde. 2)

E[ Banco currpllr5, eonforme a 1as leyes, con todas las obrl3aclonee
contra{das por tJ Soct6dad An6nlma ttBanco Central de Reserva de EI SaLradorn,
Eean esas obligacl,ones de cardcter nronetarto o de cualquler otra naturaleza,
en favor de nacional,es o de extrarllerog

3. EI Banco serS gcbernado por una Junta Dlrectlva, integrada por slete
Directores, de 1a manera slgulente: a) Un Presidente y un Vicepresldente de-
sLgnados por ctnco aflos, por el hesLdente de 1a Rep(bllca; o quLcn haga sug
veces; b) un Director Propletarlo y su respectivo Suplente, elcctos por las
lnstltuciones bancartas que opc ran en la Ropdbllca; c) un Director hopleta-
rio y su respecttvo Suplente, electos por Ios sectores agricoLas, c onJuEta-
nente aI scctor ganadero i d) un Director hopietario y su respectlvo Suplente,
electos por las asoclactonea lndustrlales salvadoreflas. (V6ase, ademSs, p6-
rrafos 8 a L), pig. 13 y slguientes de este docunento).

u

De1 estudlo del. documento b5sLco antcrlor, La Divisi6n Le gp1 esttna que
en prlnclpLo eI DiJectorlo del Banco pocir{.a autortzar el prdstamo cwos d€-
taI1es se expltcan on otra parte de este docurento. No obstante, es indis-
pensable que antes de proceder a1 primer desembolso, eI Banco obtenga eI do-
cunento antes refertdo, y eI sollcitante cumpS-a con Los requlsitos adlcione-
les stguientes:

1. Copla certlftcada de Ia Ley de Reorganizacl6n de la Banca Central
de Ia Nac16n, indicando adem6s que estd vlgente, y que no ha sido
modiftcada en alguna forma hasta 1a fecha,

2. Una o m5s optnlones Jur{dtcas que sattsfagan al Banco, de uno o
varlos abogados de EL Salvador sobre los stguientes puntos:

(") Que eI Banco Central de Reserm de E1'Salvador est6 debLda-
mente constttuido y posec pereoner{a Jur{dtca pIena, y estd facultado para
contraer deudas en e). exterLor; (b) que eI Banco referido ha adoptado todas
las medidas necesartas d6 conformldad con 1a6 leyes y reglamentaciones de
E1 Salvador con respecto a 1a autorlzaci6n, celebraci6n y entrega de1 Con-
trato de Pr6starno; (c) que eI Contrato de k6starno constLtuye una ob1lgacl6n
Ie gaL y ex{.gtble del Prestatarto, y que deberd observar su curnplimiento de
conformLd ad con Ias condiciones de 1os misno6.

o




