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SUPPORTING REPORT - C. SOCIO-ECONOMY
1. INTRODUCTION

The Republic of El Salvador is located between 870 43’ and 90° 08' of east longitude and
13009' and 14926' of nosth latitude in the centre of the Central America. It borders the
Republics of Guatemala on the north and east, Honduras on the north and west, and faces the
Pacific Ocean on the south.  ‘The country occupies a land of 21,040 km' and has a population
of 5,118,599 in1992.

The Central Government consisls of 14 niinistries; (1) Presidencia, (2) Relaciones Exteriores,
(3) Coordinacion del Desarrollo Economico y Social, (4} Interior y Seguridad Publica, (5)
Justicia, (6) Hacienda, (7) Fconomia, (8) Educacion, (9) Defensa Nacional, (10) Trabajo y
Prevision Social, (11) Agricultura y Ganaderia, (12) Salud Publica y Asistencia Social, (13)
Seguridad Publica, (14) Obras Publicas, Transporte, Vivienda y Desarrollo Urbano. It is
located in the capital city, San Salvador.

The country is broadly divided into four regions; Regions I, 11, HI and IV, composed of 14
departments under the jurisdiction of the Central Government. Funher, the respective
departments have administrative units of municipalities (municipios), villages (cantons) and

seltiements {caserios).

The Study Area belongs the Region IV in the eastern part of the country, and spreads over the
four Depariments; San Miguel, Usulutan, Morazan and La Union.  In the Departments, the
Study Area could be divided into 41 units of Municipalities, consisting of 15 units in the
Department of San Miguel, 9 unils in the Department of Usulutan, 13 units in the Department

of Morazan and 4 vnits in the Department of La Union.  The Study Area, covering almost all
of these Municipalities, has an area of 2,247 km2 and a population of 473,956 in 1992,

2. POPULATION
2.1  Census Pepulation
2.1.1  National Population

During the period from 1950 to 1992, the national popufation census of the Republic of El
Salvador was conducted four times; June 13 of 1950, May 2 of 1961, June 28 of 1971, and

C.1



September 27 of 1992, According to these censuses, the Salvadorian popalation reached
5,118,599 in 1992 increasing from 1,855,917 in 1930, accordingly the population density also
increased from 88 personsfkm? in 1950 10 243 personskm? in 1992 (Table C.2.1).

The average annual growth rate of national population was 2.82 % for the period 1950-1961,
3.48 % for the period 1961-1971, and 1.73 % for the peried 1971-1992.  Among them, the
urban population grew al the average annudd rate of 3.33 %, 3.75 % and 2.90 % for the
respective periods, and 2.51 %, 3.31 % and 0.78 % for the rural population (Table C.2.2.).

A relatively slow growth rate of the national population for the period 1971-1992 was mainly
caused by a strong international emigration of population, and further a large number of
cmigrants from the rural areas to the urban arcas brought a considerable slow growth in the
rural population for the same period.

2.1.2 Population of Region IV

In 1992, Region IV which contains the Study Area had the population of 1,129,484,
corvesponding to 22 % of the whole population of the country.  The population density of
Region 1V in the same year indicated 146 personsfkm?Z, which correspond to 60 % of the
average deasity of the whole country (Table C.2.1).

The average annual growth rale of population was 2.50 % for the period 1950-1961, 3.40 %
for the period 1961-1971, and 0.61 % for the pericd 1971-1992.  As shown in Table C.2.2,
the population growth rate in Region 1V was slower than the average grows rate of the whole
comniry, and the population growth rate for the period 1971-1992 was very low compared with
these for two periods 1950-1961 and 1961-1971, due to an increase in the international
emigrants to take refuge from civil conflict in Et Salvador.

2.1.3 Population of Depariments

Region IV is administratively composed of 4 departiments; Usulian, San Miguel, Morazan and
La Union, which had a population of 310,362, 403,411, 160,146 and 255,565 in 1992,
respectively (Table C.2.1). The population densities of the four Departments were 146
peisons/km? for Usulutan, 194 persons/km? for San Miguel, 111  personskm? for Morazan
and 123 persons/km? for La Union. Among them, the Departments of Morazan and La
Union are a comparatively depopulated arca, which have a half density approximately of an
average of the whole country.
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The average annual growth rate of the population for the intercensal period from 1971 to 1992
was 0.25 %, 1.09 %, 0.12 % and 0.69 % for each department {Table C.2.2).  As shown in
Table C.2.2, compared with the urban population, the rural population was very slow in the
growth, particularly the growth rate of the Departments of Usulutan and Morazan recorded a

negative, due to an international emigration and/or a movement to big city in the country.
2.1.4 Population in the Study Area

Tables C.2.3 and C.2.4 give a population in the Study Area by Department and Munaicipality,
respectively.  Population in the Study Area has been estimated at 376,623 in 1971 and
473,956 in 1992, based on the census populations in 1971 and 1992 and the territorial
boundary of the Study Area. During the intercensal period 1971-1992, the annual growth
rate of the population indicated 1.09 % on average, comprised of 2.54 % in the urban area and

0.12 % in the rurat arca.

Based on the 1992 census of population and housing, the Study Area has been estimated to
have 110,287 households in 1992, consisting of 74,463 houscholds in the Department of San
Miguel, 15,140 houscholds in the Dcpartmém of Usulutan, 16,977 houscholds in the
Departiment of Morazan, and 3,707 houscholds in the Department of La Union.

Using the figures of population and houscholds, the average family size in the Study Area in
1992 has been estimated to be 4.3 persons/houschold, composed of 4.0 persons/household in
the urban area and 4.6 persons/houschold in the rural area.

2.1.5 Population in the Flood Prone Area

Table C.2.5 gives figures of population and households in the Municipalitics prone to flood by
the San Miguel River (hereinafter called the “flood prone area™. According to the flood
records in the past, the flood prone area spreads over six Municipalities; San Miguel,
Chirilagua, El Transito in the San Migucl Department, Usulutan and Concepcion Batres in the
Usulutan Depariment, and El Carmen in La Union Departruent. It is composed of 56 Cantons
in total.

According to our survey, the flood prone area would have an arca of 181.8 km and a

population of 250,000 in 1992, consisting of 149,000 in the urban area and 101,000 in the
rural area.  The population growth for the period 19971-1992 would be estimated at an annual
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rate of 1.73 % for the floed prone area as the whole, 3. 14 % for the urban area and 0.23 % for

the rural area.

Number of houschelds of Municipalitics where include the flood prone area in 1992 would
estimated at 61,000 in total, consisting of 39,000 in the urban area and 22,000 in the rural area.
The family siz¢ would become 4.1 persons/household in the whole arca, 3.8
personsthouschold in the urban arca, and 4.5 personsthousehold in the rural area.

2.2 Population Projection
2.2.1 General

In 1992, a population projection of El Salvador was conducted for the period from 1980 to
2020 by the Population Directorate of the Ministry of Planning and Coordination of the
Economical and Social Development {MIPLAN), using the results of population censuses in
1950, 1961 and 1971, leaving the result of the 1992 census out of account.

After that time, in December of 1996 a new projection of population was published by La
Direccion General de Estadistica y Censos (DIGESTYC). The new population projection
was closely carried out lhrough the component method, taking into account each tendency of
fecundity of Salvadorian women, life expectancy, infant mortality, and numbers of
international and intemal migrants, based on the census data since 1950.

This projection was made every year, ranging the period from £995 to 2025 for the national
population and the period 1995-2010 for population by Department and Municipality.

In our Interim Report which was submitted in December 1996, the future population in the
Study Area was projected on the basis of the said old projection of national population. The
old projection of population in the Study Area should theiefore be revised by using the new
national population projection. A new population projection in the Study Area would be

discussed in the present report.

The population projection in the Study Area focuses on the years 2010 and 2020, taken into
consideration that the construction works of the Project are scheduled to finish in 2010, and the
target year of the Project is set in 2020.  In addition, a projection of population in the flood
prone area also would be made on the same years herein, for the purpose of making the basic
data for eslimating the economic benefit of the Project. '
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2.2.2 Projection of National Population

Table C.2.6 gives the expected futare population in the years 2000, 2010 and 2020 for El
Salvador by Region and Department.  According to the population projection by DIGESTYC,
the population of El Salvador (the national population) is expected to reach 8.354 Million in
2020 through 7.441 Miltion in 2010 and 6.276 Miltion 2000 from 5. 119 Mitlion in 1992, that
is, the 2020 population would be expected to reach 1.63 times of the 1992 populatien.

An average annual growlh rate of the national population mentioned above would become
2.58 % for the period 1972-2000, 1.72 % for 2000-2010 and 1.38 % for 2010-2020 (Table
C.2.6). According to the projection of DIGESTYC, it is expected that the annual growth in
the national poputation will be aslow rate of 1.10 % in the year 2025.

2.2.3 Projections of Poputations in Region 1V and Its Temitorial Departments

 The population projection of DIGESTYC was conducted by Department basically, not by

Region. Region 1V, which contains the Study Area, consists of four Departments; Usulatan,
San Miguel, Morazan and La Union. A result of the population projection of Region V
would be therefore given as a assembled figure of the projections of the said four Depariments,
for example, the total sum as to population and the average value as to the growlh rate of

papulation.
(1}  Projection of Population in 2010

In 2010 the population of Region 1V is expected (o have a population of 1.459 Million,
consisting of 0.358 Million in the Department of Usulutan, 0.599 Million in the Department of
San Miguel), 0.185 Million in the Departient of Morazan and  0.317 Million in the
Department of La Union (Table C.2.6). Compared with the 1992 population, the 2010
population would come to 1.29 times in Region 1V, composed of 1. 15 times in the Usulutan
Department, 1,49 times in the San Miguel Depariment, 1.15 times in the Morazan Departiment
and 1.24 times in the La Union Depariment.

The average annual growlh rate of population for the period 1992-2010 in Region 1V would
becomie 1.43 %, consisling of 0.80 % in the Usuiulan Department, 2.22 % in San Miguel
Depariment, 0.80 % in the Morazan Department and 1.20 % in the La Union Department.
Compared with the growth tate {2.10 % per annum) of the national population, these growth
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rates, except that in the San Miguel Department, show very stow figures (Table C.2.6).

As a result of the population projection above, the population density in Region IV in 2010
would become 189 persons/kny’, composed in 168 persons/kny in the Usulutan Depariment, 288
persons/knt’ in the San Miguel Department, 128 persons/kny’ in the Morazan Deparunent, 153
persons/km’ in the La Union Depariment.  These population densities indicate very lowcompared
with the average population density of 354 persons/km’in the country as a whole.

(2) Projection of Population in 2020

The population projection of DIGESTYC was carried out until the year 2010 concerning
Departments and Municipalities.  Therefore in the present stady, the 2020 populations in
respective Departments have been estimated as follows:

First an average annual growth rate of population for the period 2010-2020 is estimated using
the equation; r, = 1, ( r,./r.,), where r,and r, are the population growth rates of Departiment
for the periods 2010-2020 and 2000-2010, r, and r,, arc the growih rate of the national
population for the periods 2010-2020 and 2000-2010, and the ratio (r,./r,,) is estimated at
approximately 0.80. Next, the 2020 population of each Department is estimated using the
2020 population of each Department and the population growth rate (r,;) above for the period
2010-2020. ,

In accordance with the methodology above, the average annual growth rate of population in
Region IV for the period 2010-2020 is estimated at 1.09 %, consisiing of 0.45 % in the
Usulutan Departiment, 1.79 % in San Miguel Departiment, 0. 50 % in the Morazan Departiment
and (.74 % in the La Union Department (Table C.2.6).

The 2020 population is calculated by using the population growth rate mentioned above and the

2010 population projected by DIGESTYC. As a result, the 2020 population of Region 1V

would be estimated at 1.625 Million, consisting of 0.375 Miltion in the Department of Usulutan,
0.715 Milkon in the Pepartmient of San Miguel, 0.194 Million in the Department of Morazan

and 0.341 Million in the Department of L.a Union (Table C.2.6).

Compared with the 1992 population, the 2020 population would come to 1.44 times in Region
1V, comprised of 1.21 times in the Usulutan Department, 1.77 times in the San Miguel
Department, 1.21 fimes in the Morazan Department and 1,33 fimes in the La Union
Depariment,
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Accordingly, the population density in 2020 would become 210 persons/kny’ in Region 1V,
176 persons/km? in the Usulutan Department, 344 persons/km® in the San Miguel Department,
134 persons/kn’ in the Morazan Department, 164 persons/km® in the La Union Depariment
(Table C.2.0).

2.2.4 Projection of Population in the Study Area
(n General

The Study Area has an area of 2,247 kmy', ranging four (4) Departments of San Miguel,
Usulutan, Morazan and La Union. Table C.2.7 gives the projected population in the Study
Area by Departiment and Municipality in 2000, 2010 and 2020, together with the census
population in 1971 and 1992 for the purpose of a comparison.  The projection of population
in 2020 has been estimated in the same methodology as the population projection in the
Depariment, described in (2) of previous Section 2.2.3.

(2)  Projection of Population in 2010

Based on the population projected by DIGESTYC, the 2010 population in the Study Arca is
estimatcd to amount to 0.909 Million, composed of 0.561 Million in the San Miguel
Department, 0.174 Million in the Usulutan Departinent, 0.112 Million in the Morazan
Depariment and 0.062 Mitlion in the La Union Deparimeat (Table C.2.7).

Using (he census population in 1992 and the DIGESTYC’s population projection, the average
annual growth rate of population for the period from 1992 to 2000 is estimated at 6.36 % in the
Study Area as a whole, consisting of 4.49 % in the San Miguel Department, 12.28 % in the
Usulutan Department, 3.83 % in the Morazan Department and 17.51 % in the La Union
Depariment (Table C.2.7).  These rates show very rapid grow(h in population. [t may be
due to that aumber of the census population in 1992 was a low estimate being caused by the
domestic warfare, judging from a description of the new population projection by DIGESTYC.

For the period 2000-2010, it is expected that the population growth in the Study Area will
become a comparatively slow, to be the annual rate of 1.60 % in the whole Study Area, 2.31 %
in the San Miguel Department, 0.54 % in the Usulutan Department, 0.54 % in the Morazan
Departiment and 0.63 % in the La Union Department (Table C.2.7).
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Accordingly, the population density in the Study Area in 2010 would come to 405 persons/km
on average, compriscd of 444 persons/km’ in the San Miguel Department, 531 persons/km’ in
the Usulutan Department, 213 persons/km’ in the Morazan Department and 479 persons/kn?’ in
the La Union Department (Table C.2.7).

(3)  Projection of Population in 2020

In accordance with the methodology shown in (2) of Section 2.2, 3, the average annual growth
rate of population in the Study Arca for the period 2010-2020 is estimated at 1.28 %,
consisting of 1.84 % in the San Miguel Department, 0.43 % in the Usulutan Department,
0.43 % in the Morazan Department and 0.50 % in the La Union Department (Table C.2.7).

By using the 2010 population in the Study Area and the growth rate above, the 2020 population
in the Study Arca would be estimated to be 1.041 Million, composed of 0.677 Million in the
San Miguel Department, 0.182 Million in the Usulutan Departiment, 0.117 Million in the
Morazan Department and 0.065 Miltion in the La Unton Department. '

The population density in the Study Arca in 2020 would come 0 464 persons/kn’ on average,
comprised of 535 persons/km’ in the San Miguel Depariment, 555 persons/knn’ in the Usulutan
Department, 223 persons/km’ in the Morazan Department and 504 persons/km’ in the La Union
Department (Table C.2.7).

2.2.5 Projection of Population in the Flood Prone Area

According to our study, itis expected thai the area prone to flood caused by the Rio Grande de
San Miguel will spread over six Municipalities; San Miguel, Chirilagua and Et Transito in the
San Miguel Department, Usulutan and Concepcion Batres in the Usulutan Department, and
Carmen in the La Union Department.  Out of Cantons included in these Municipatities, serious
areas prone to the flood would be estimated at 15 Cantons shown in Table C.2.8.

Ofiicial report of the population projection by Canten is not published yet by DIGESTYC at
present.  Accordingly, the projection of population in the flood prone area by Canton would
be made using the 1992 population of each Canton and the average growth rate of population in
the Municipality where includes Canton concerned,

Under the assumption above, the population in the flood prene area would be estimated to the
amount of 81,000 in 2020, through 68,600 in 2010 and 57,400 in 2000, increasing from
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32,700 in 1992, an annual growth rate of 7.27 % for the period 1992-2000, 1.80 % for 2000-
2010, and 1.67 % for 2010-2020.

3. GROSS DOMESTIC PRODUCT (GDP)
3.1 Past Trend of GDP

GDP at carrent prices of El Salvador amounted to Cols. 83,688 Million in 1995, increasing by
2.1 times from Cols. 36,487 million in 1990.  An average annual growth in the GDP for this
petiod indicated 18.1 % at the nominal rate and 6.1 % at the real rate. (Table C.2.9).

In 1995, the per capita GDP reached Cols. 14,081, corresponding to 2.0 times in the nominal
growth, compared with that in 1990. During the period 1990-1995, an annual  growlh in
the per capita GDP was 15.2 % al the nominal rate and 3.6 % at the real rate.

Table C.2. 10 shows the GDP at current prices by economic activity for the period from 1990
10 1994. Out of the total GDP in 1994, each seclorial GDP of agriculture, manufacturing
industries and commerce amounted 10 Cols. 9,880 Million, Cols. 15,681 Miltion and Cols.
13,570 Million, respectively. The share of these sectors (o the GDP accounted for 52 % in
total, consisting of 14 % for the agricultural sector, 22 % for the manufacturing industrial
sector, and 16 % for the commerscial sector.

The agricultural sector was reducing gradually the share at an average annual rate of 0.3 %,
due to a relatively slow growih during the period 1990-1594, especially the share of coffee,
one of the traditional products of El Salvador, was trending toward a decline from 4.5% in
1990 t0 3.4 % in 1994.

In contrast, the manufacturing industrial and commercial sectors were maintaining the high
share in the GDP during the same period, owing to the rapid growth rates of 5.4 % and 8.3 %
per annum on average, respectively.

3.2 Future Trend of GDP

According to “Economic and Social Development Plan, 1994-1999" by the Government, the
GDP of Fl Salvador is expected 1o grow at the comparatively high rate as follows:
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Expecied Growth Rate of GDP for 1994-1999 (%)
Year 1994 1995 1996 1997 1998 1999 Average
GDP 5.5 5.5 0.0 6.0 6.5 7.0 6.1

However, it seems that it is difficult to maintain continuously such high growth until the year
2020, judging from the growth in GDP since 1980. So, the GDP projection in the present
study, taking into account the pasttrend and the said projection by the Governmient, has been
made by assuming the three Scenarios so as to be the average annual growth rate of 6.5 % for
the Scenario A (High variant), 5.5% for the Scenario B (Medium variant) and 4.5 % for the
Scenario C (Low variant) duning the period 1995-2020.

As a resuli, the GDP in 2010 and 2020, based on the GDP of US$ 9,548 Million in 1995
shown in Table 2.18, has been estimated as follows:

Estirnates of GDP in 2010 and 2020 (US$ Million)
A (High) B (Medium) C (Low)
2010 24,556 21,316 18,478
2020 46,095 36,410 28,696

Compared with the GDP in 1995, it is expecied that the future GDP projected by the Scenario
B will amount to 2.2 times in 2010 and 3.8 times in 2020.

Further, the Governmeat projected a growth rate of the GDP per capita in the “Economic and
Social Development Plan for 1994-1999”, as follows:

Expected Growth Rate of the per capita GDP (%) for the period 1994-1999
Year 1994 1995 1996 1997 1998 1999 Average
GDP 3.1 3.2 37 371 42 47 3.8

On the other hand, the real growth rate of the per capila for the period 1991-1995 indicated
3.6 % on average, ranging from 1.2 % t0 4.7 %, as shown in Table C.2.9.

For the purpose of the GDP per capila in the years 2010 and 2020, the future trend of the
average annual growth rate for the period 1995-2020, taking the growth rafes above into
account, is assumed 1o be 5.0 % for the Scenario A (High Variant), 4.0 % for the Scenario B
(Medium Variant) and 3.0 % for the Scenario C (Low Variant).
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Using these annual growth rates and the per capita GDP of USS 1,609 (equivalent to Cols.
{4,081) in 1995, the per capita GDP in 2010 and 2020 is estimated as follows:

Estimates of the per Capita GDP in 2010 and 2020 (US$)
A(High) B(Medium) _C(Low)
2010 3,346 2,898 2,507
2020 5,450 4,290 3,369

Compared with the per capita GDP in 1995, the per capita GDP in 2010 and 2020 would be
estimated to be 1.8 times and 2.7 times respectively, under the condition of the Scenario B

(Medium Variant).

According to the population projection described in Section 2.2.2, it is expecied that the
population of El Salvador will amount to 7. 441 Million in 2010 'md 8.534 Million in 2020. A
product of th;s population and the per capita GDP above would give another projection of the
GDP so as to become US$ 21,564 Million in 2010 and US$ 36,610 Million in 2020. These
values of GDP, which is estimated indircctly, is close to the foregoing direct estimate of GDP.

3.3 Agriculture GDP

E\cishng and future agricultural GDP of the Study Area is evaluated as follows because data of
GDP by region or province is not available.
CROP GDP per MZ is calculated by agricultural GDP, arca of existing land use and crop

cultivation arca, as shown in the following table:

Agricultural GDP per MZ
Irem Wholc Country San Miguel
T GDP GDPMZ  GDPMZ GDP/MZ |
in 1993 in 1993 in 1993 in 2020

Unit Mitlion Col. Col. Col. Col.
Coflee 1,382 5,890 2,356 7,068
Forest 573 2,203 441 2,203
Sugar cane 358 5,571 3,818 6,140
Basic Grain 2,454 5,463 4,909 6,556
Livestock 1,167 1,358 679 1,956
Others 1,324 - - -
Total 7,258

Source: Banco Central de Reservd, MAG
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Adjusting of the data to crop productivity of the area, agricultural GDP of the Departinent in
1993 is calculated.  GDP in 2020 is targeted at higher productivity (about 20% higher than

that of existing national average ) in South America.

As a resull of the evaluation, agricultural GDP in San Miguel will increase from 346 million
collon to 920 million collon ; average annual growth rate is 3.7% per annum.

Average agricultural GDP per capita in 1993 was estimated at 2,766 Col. in national and 2,340
Col. in the Department of San Miguel. The GDP in the area is much less than that of the
national average. This in due to low productivity by inappropriate land use and flood of the
area,

Agriculiural GDP per capita in the targel year, evaluating based on the land use plan and the
pepulation projection in the Department, will be increased from 2,340 Col. to 3,987 Col. in
spite of growth of the ural population in the area.  As a result of the evaluation, the growth
can sustain the rural population increase and alleviale income disparily between regions.

To achieve it, flood control and appropriate land wse are necessary and it will contribute to
cconomic development in the area.

4. EXTERNAL TRADE AND PAYMENTS
4.1 Export and Import

In 1995, the exposts (f.0.b.) of El Salvador amounted to Cols. 14,537 Miilibn, increasing by
more 64 % than the value(Cols. 8,890 Million) in1993, i.e. the annual growlh rate showed
28.0 % on average. On the other hand, the imports (c.i.f.) amounted to Cols. 29,334 Miltion
in 1995, an average annual growth rate of 25.8 % during the period 1993-1995.

During the period 1993-1995, despite the exports showed a rapider growth than the imports,
the export amount was less than half of the import amount every year, and the trade deficit was
being increased, as shown below:

Year Exports Imports Balance
1993 8,890 18,550 -9,660
1994 10,932 22,522 -11,590
1995 14,537 29,334 -14,793

Unit : Million Colones
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‘The major expoits were Cols. 3,368 Miltion (share of 23.2 % ) of vegetable products, Cols.
1,026 Million (share of 7.1 %) of textiles, Cols. 1,009 Million (share of 6.9 %) of food and
beverage products.  The exports of Coffee, one of the important traditional products,
increased from Cols. 1,982 Million in 1993 to Cols. 3,183 Millicn in 1993 (Table C.2.12),

The main import products were Cols. 4,419 Million (share of 15.1 %) of machines and
apparatus, Cols.3,331 Million (share of 11.4 %) of industrial chemicals, Cols. 3,194 Million
(share of 10.9 %) of transportation equipment, Cols. 2,600 Million (share of 8.9 %) of mineral
products, Cols. 2,024 Million (share of 6.9 %) of nelal products, and Cols. 1,518 Million
(share of 5.2 %) of livestock and vegetal products {Table C.2.13).

4,2  Balance of External Payments

Table C.2.14 gives balance of external payments of El Salvador for the period from 1991 w0
1995. The current account indicated unfavorable balance every year, at the average annual
balance of USS -129.0 Million for the said period, due mainly to an imbalance of the external
trade.

The capital account was always in the black during the said period and has covered deficit in the
curgen( account, owing to an increase in the long term loans.  An average balance of the capital
account was US$ 241.2 Million during the period 1991-1995,

As a result, the external payments of El Salvador have maintained a favorable balance every
year, and its average value showed US$ 112.2 Mitlion for the period 1991-1995.  However,
it was inevitable that the cumulative debt increased due 1o oblaining the long termt loans

5. BUDGET OF THE CENTRAL GOVERNMENT
5.1 Revenue and Expendifures

In 1996, the annual revenue of the Central Government amounted to USS 1,693.2 Million,
consisting of US$ 1,465.9 Million of the current revenue, US$ 87.1 Miltion of the capital
revenue and USS 140.1 Million of the financial sources. On the other hand, the annual
expenditures were composed of USS$ 1,304.9 Million of the current expenditure, USS 252.0
Million of the capital expenditure and US$ 136.3 Million of the financial applications (Table
C.2.15).
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Out of the revenue of the Central Government, the tax revenue amounted to USS$S 1,247.5
Million (74 % of the total revenue) in 1996, increasing at an average annual rale of 26.7 %
from USS 400.7 Million in 1991, The value-added tax (VAT) accounted for 61 <% of the total
tax revenue in 1996, and its annual rise rate was 34.0 % on average since 1991 (Table C.2.16).

During the period 1991-1996, the budget increased at the average rate of 22.4 % per annum.
In the meantime, the GDP at current prices grew at the average rate of 15.5 % a year during the
same period.  Accordingly, a ratio of budget of the Central Goverament to the GDP would
become 15.5 in 1996 from 11.6 in 1991.

5.2 Sectorial Distribution of Public Investment

Table C.2.17 gives past and future trends of the public investment in the Government budget,
which have been formulated in the “Plan de Desarrolle Economico y Social (Social and

Economic Development Plan), 1994-1999”,  In 1996, the public investment amounted 1o Cols.

5,813 Million, corresponding to 39 % of the total budget expenditure of the Central
Government.

According to the said Development Plan, it is cstimnated that the public investment will achieve
Cols. 5,946 Million in 1999, with an average growth rate of 0.9 % per annum for the period
1996-1999. However, ratio of the public investment to the GDP will decrease from 5.9 % in
1996 (0 3.9 % in 1999, due to more rapid growth in the GDP.

6. EXTERNAL DEBT AND AID
6.1 External Debt

According to the “World Debt Tables 1994-1995, World Bank”, the cumulative external debt of
El Salvador amounted to US$ 2,264 Million at the end of 1995, consisting of US$ 2,065
Million of the long-term debt and US$S 199 Million of the short-term debt.  The balances of
these debts have been maintained in alittle fluctuation every year since 1990 (Table C.2.18).

However, ratio of the tofal external debt to the GDP was showing toward decrease favorably,
due to a rapid growth in the GDP, that is, it was reduced from 44.7 % in 1950 to 23.7 % in
1995.  The debt in 1995 corresponded to 1.69 times of the budget of the Central Government
in the same year.
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During the period from 1990 to 1995, the annual debt service of the Central Government
increased at an average annual rate of 6.3 %, and amounted to USS 341 Million in 1994 and
USS$ 260 Million in 1995.  The 1994 debt service was comprised of USS$ 242 Million for the
principal and USS 99 Million for the interest.

While, ralios of the debt service were being decreased gradually owing to arapid growthin the
GDP and the Government Budget. The debt-service ratio in 1995 indicated a low rate of
2.7 % 10 the GDP and 19.4 % to the Government budget.  The ratio every year is given in
Table C.2.18.

The foreign-exchange reserves of E! Salvador, which might be significant factors for deciding
the external loan conditions, increased from US$ 550 Million in 1990 to USS 857 Million in
1995, including gold reserve.  An average rise rate of the foreign reserves showed 11.3 % per
annun for the period 1990-1995.

Based on “World Debt Tables” of the World Bank, the external loan conditions to El Salvador
are estimated to be an average loan terin of 22.8 years, including the grace period of 5.8 years,
with an average interest rate of 5.7 % per annum (Table C.2.18).

6.2 External Aid
6.2.1 Financial Aid to El Satvador

Table C.2.19 shows the financial aid situation from foreign countries and international agencies
to El Salvador for the period 1989-1993. The average annual aid for this period amounted to
US$ 404.2 Million, consisting of US$ 327.4 Million (81 % share) of the bilaterat aid and
US$ 76.8 Million (19 %) of the multilateral aid.

During the said period, the annual bilateral aid ranged from US$ 270 Million to US$ 380
Million. The USA’s aid accounted for more than 80 % of the total amount of the bilateral ad.
Besides, the USA Governmeat fbrgave over US$ 400 Miltion in the Salvadorean debt in
December 1992 to ease the extemal debt position of El Salvador after the end of civil war.

The mulilateral aid hovered a low level before 1992, and it increased rapidly after the end of
civil war, i.e. from US$ 76.6 Million in 1992 to US$ 184.2 Million in 1993. The IDB’s aid
amounted to US$ 30 Million per annum on average for the period 1989-1993, accounting for
the h-ighest share of 38 % of the tofal amount of the multilateral aid. This amount would
correspond approximately to 7 % of the tolal amount of the extemal aid to El Salvador.



Table C.2.20 shows the bilateral assistance by country for the period 1988-1991.  In 1991, it
amounted to US$ 240.7 Million, consisting of US$ 34.5 Million (14 %) of the loan,
USS 206.2 Miltion (86 %) of the grant. Besides, there was the technical assistance which
corresponded to USS$ 111.3 Million in amount.  The USA’s aid took a share of nearly 80 % in
the assistance fund during the period 1988-1991. Following the USA, Germany accounted
for 9 % in the assistance fund.

Besides, during the peried from 1993 to 1996, the OECF of Japan in cooporalioh with the IDB
concluded loan agreement (US$ 254 Million in amount) with the Salvadorcan Government,
conceming three projects of electric power, water supply and transport,

6.2.2 Financial Aid to MAG
The following table shows a financial summary of the external aid projects which were being
executed by MAG during the period 1993-1996, under the aid agreements between the

Salvadorean Government and the extemal aid agencies:

Financial Suminary of External Aid Projects of MAG

(in Colones Million)

Loan/ Number Costof Amount of Annual Disbursement of Aid Fund
Grant _of Project  Projects Loan/Grant 1993 1994 1995 1996 Average

Loan 6 1,396.6 948.1 921 1786 717 914 1085
Grant 40 983.0 765.8 1005 1043 1113 1327 1122
Total 46 23796  1.713.9 1926 2829 183.0 224.1 220.7

Source : Information from MAG

The projects amounted to 46 in number, consisting of 6 projects of the loan-basis and 40
projects of the grant-basis.  According to the agreements, the disbursement period of fund
ranged from 5 yeass to 10 years for the loan-basis projects, and from 1 year to 7 yéars for the
grant-basis projects.

‘The total loanfgrant amount of 46 projects, Cols. 1,713.9 Million, conespbnds to 72 % of the
total cost of projects, and it is composed of Cols. 948. | Million of 6 projec'tron a loan-basis and
Cols. 765.8 Miltion of 40 project on a grant-basis. '
The loan amount averaged Cols. 158 Million a project, Correspondiﬁg 10 68 % of a pfojecl cosl.
On the other hand, the grant amounted to Cols. 19 Million per project, corresponding to 78 %
of a project cost.
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Duting the period from 1993 10 1996, the annual disbursement of the aid fund averaged Cols.
220.7 Million, comprised of Cols. 108.5 Miltion of the loan amount and Cols. 112.2 Million of
the grant anlounl. '

7. EMPLOYMENT STRUCTURE AND WAGE LEVEL

7.1  Employment Structure

Table C.2.21 gives caployment structures in El Salvador, Region 1V and the Study Arca,
according to the 1992 census.  Number of employces in the whote country amounted o 1.659
Million, consisting of 35.5 %% for agriculturat sector, 15.0 % for commercial sector, 14.8 % for
manulacturing industrial sector, and 34.7 % for other sectors. It indicates that El Satvador is
an agricultural country from a viewpoint of the employment structare, though a share of the
agricultural sector in the GDP ranks third, among all sectors (Table C.2.10).

Employees in Region IV numbered 0.342 Million in the same year, of which the agricultural
sector accounted for 57.5 %. Following the agriculiural sector, the commercial and
manufacturing industrial sectors had 10.9 % and 8.3 % of the total number of employces,
respectively.

In Region 1V, despite the total employee number was a low rate of 20,6 % of that in the whole
country, the number of agricultural employee accounted for 33 % of that in the wholc country,
i.e. Region 1V is placed as the highest agriculiural region in the country.  Further it is noted
that employees of the sector of fishery had a share of 60 % in number in El Salvador,

In 1992, the Study Area had employees of 0.141 Million, of which 46.8 % was occupicd by
the agricultural sector.  Following the agricultural sector, the commercial and manufacturing
industrial sectors were 14.5 % and 10.2 %, respectively.  The total number of employees in
the Study Area accounted for a share of 41.3 % in Region 1V.

However, as for the number of employees, the Study Area had more than 50 % in almost

sector in Region 1V, cxoept 33.5 % in the agricultural sector and 7.0 % in the fishery sector,
because of including the San Miguel city in the territory.
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7.2  Wage Level

The following table gives an average monthly wage according to economic aclivity in [l
Salvador in 1992.

ltem Monthly Wage Index
(Colones) (Average=100)
Agriculture, Fishery & Hunting 552.5 55
Mining . 1,427.6 143
Manufacturing Industry 987.6 99
Electricity, Gas & Water 1,816.1 181
Construction 1,057.4 106
Commerce, Hotel & Restavrant 1,080.9 108
Transporiation & Communications 1,652.0 165
Finance 1,938.06 194
Others 1,101.1 110
Average 1,001.5 100

The average wage of employees for the entire sector showed Cols. 1,002/month in 1992, The
high wage is recognized in financial sector and eleciricity, gas and waler seclor, as
Cols.1,93%Anonth and Cols. 1,816/month, respectively. In contrast, the sector of agriculiure,
fishery and hunting was the lowest wage of Cols. 553/month.

8. OTHER ECONOMIC INDICATORS

Table C.2.22 gives cconomic indicators as to foreign exchange rate, prices, inflation rate,
banking interest rate, elc.

{1} Foreign Exchange Rate

Salvadorean Colones have mainlained a comparatively siable rate of exchange in 1990’s,
though the average rate varied from Cols. 8.03/USS in 1990 to Cols. 8.75/US$ in 1996, an
average depreciation rate of 1.60 % per annum of Colones to US$ during the period 1990-1996
It is noted that since 1994 the exchange rate of Colones has maintained a constant value ( =
Cols. 8.75/USS).
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(2)  Prices and Inflation Rale

As shown in Table C.2.22, the general price index of El Salvador in 1996 rose to 146.1 in the
wholesale prices and 2001 in the consumer prices, as the 1990 index = 100..  An average
annual inftation rate, based on annual variations in the said price indices, is cstimated a16.6 %
in the wholesale prices and 12.3 % in the consumer prices, during the period 1990-1996.

3) Banking Interest Rate

According to “International Financial Statistics”, January 1997, IMF, an average annual
banking interest in [l Salvador for the period 1990-1996 was a comparatively high rate of
14.8 % for deposit and 19.1 % for lending, being influenced by the high inflation rate as
mentioned above,

An average difference between the lending interest rate of bank and the inflation rate would
become a rate of 12.2 % for the wholesales prices and 6.5 % for the consumer prices, for the
period 1990-1996. Beiween them, the former (the rate of 12.2 %) would seem to show an
approximation of the “opportunity cost of capital” in El Salvader for the same period.
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TABLE C.2.10 GROSS BOMESTIC PRODUCT BY ECONOMIC ACTIVITY

(AT CURRENT FPRICES)

Unit : Million Cotanes

No Feanomic Activity 1530 1931 1992 1993 1924

Value ‘e Valee %2 Value % Valoe ™ 3 Value %

I AgrucuMute, Forestyy and Fiskery 62400 170 71921 1 70895 142 84307 139 98805 140
1 Cofiee 16569 45 11,7202 40 12334 26 13823 23 239231 34
2 Colton 826 02 685 02 462 01 515 01 318 00
3 Baisic grains 12091 33 1,529 36 15955 32 24540 41 24315 34
4 Suzar cane 2226 06 01 03 3397 017 3582 056 3181 05
5 Other agriculture products §227 24 10300 24 10572 21 12721 21 15164 22
6 Stock breading 10651 29 11847 28 12088 24 LI667 19 12511 18
7 Poutry breeding 53553 13 7231 17 7699 15 9090 IS %027 13
8 Foresty 3174 10 5169 12 5139 12 5129 09 6316 Q9
9 Hunting and Fishing 1781 05 2037 035 2149 04 2641 04 3201¢ a5
11 Miping asd quarnying 378 04 1669 0.4 1380 0d 2466 04 2932 84
1L Manelacturiog indostries 79231 247 9.46%.6 221 11,8757 238 135485 224 156808 122
1 Meet and its products 3031 08 4324 10 5629 1} 6345 11 B30l 10
2 Mk products 1877 05 143 03 2643 05 3358 086 618 05
3 Fish products 06 00 08 00 13 00 16 09 18 00
4 Milling and bakery 112 20 438 17 1,004 20 1,2498 21 14824 21
5 Suvgar 916 08 2156 06 1929 (4 %66 04 2859 04
6 (nher food industries 5437 15 S653 13 F327 13 751 13 93718 (1
7 Beverages 8441 21 9002 21 10794 22 L1154 18 L3921 20
8 Tobacco 2354 08 33486 08 3779 08 339 06 4520 08
9 Texitiles and their producis 6332 17 7534 18 9489 19 10272 17 11668 17
10 Clothes 2615 07 3446 (8 4717 0% 4713 08 5285 01
31 SKin, lesther and their praducts 3934 11 4141 10 016 10 6021 10 68271 10
12 Woods and its products 1036 03 1392 03 1609 03 2132 04 2512 04
13 Paper and its pradocts 2178 06 218 07 3639 07 4253 07 4654 07
14 Printing 61 09 48271 11 5594 11 6506 1.0 8056 LI
15 Chemical products 6504 18 7583 18 9261 19 10072 17 11143 16
16 Refined petrofeum 4559 12 T30 18 LUts 22 12319 20 11575 16
1?7 Rubber and plastic producis 22 08 341 08 4191 0% 3233 05 3587 05
18 Meizt products except elaborated metals 3560 10 4363 10 5178 10 [SYR N 8128 32
19 Mineral praducts and ¢lahorated metals 3583 10 413 10 5080 10 5564 09 6215 09
20 Machines and apparatus wmz 017 3821 09 4548 09 5170 09 6250 09
21 Trensport materilals 2411 07 3|4 07 3158 08 4565 08 5539 038
22 Indostrial senvices of maquila 1311 04 1732 04 s 08 5545 0% 8630 §2
IV Electricity, gas and water 4256 L2 36?7 0.7 1614 09 &041 1.0 7338 10
1 Electricity 034 08 1867 04 3233 07 1216 07 5923 08
2 Water and Sewage 1222 012 1199 03 1361 03 1825 013 1395 02
V Coastruction 12680 35 14760 35 2,194 44 26428 44 (32644 46
¥1 Commierce, restaurants and hotels 66208 181 80323 189 94190 189 113037 187 135765 192
1 Commerce 55508 132 6577 154 153183 151 88547 146 106291 151
1 Restaurants and hotels 1000 29 14605 34 13906 38 4491 40 29414 %2
Vil Transpariation and Communications 24776 713 28393 67 J3HNS 17T 4532 18 sy 13
1 Transporiation 193727 53 20562 38 23438 57 35139 S5E 40048 357
2 Communicetions 7399 20 31 18 9N 19 10153 E7 L1325 16
111 dinances aad insurance 7933 22 §339 1t BiS4d 4 15047 25 19304 17
IX Heal state 2nd rental senvices 12386 35 15843 X7 20049 10 23727 3% 28118 40
X Acquisitions of housing 41251 113 45985 108 492180 99 54503 90 SB§7E& 83
X1 Private and domestic senvices 1,240.6 6.1 L709 64 IMI8 65 36852 61 41954 K9
1 Peesonaband Communal and sociddseni 14576 40 8181 43 22941 46 26426 44 29136 41
2 Domestic services 830 21 8928 2t 9508 19 50926 17 12314 18
NI Goveromeatal senices 26930 7.4 30939 73 33M4 66 37769 61 41881 K9
Minus : Transfecred bank senvices 6088 1.7 G733 418 10133 -22 14460 224 16510 -24
Plis - Costom duties and added value tax 67122 18 9Ms 23 LIS3D 23 38639 64 47255 617
GDP (2t markel prices) 364569 00O 425912 1000 49840.5 #HEE 605221 000 70,6517 Hyuy

Source : Revista Trimestral, Oct Mic. 1993 & Jub /Sep. 1996, Banco Central de Resend
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TABLE C.2.11 GROSS DOMESTIC PRODUCT BY ECONOMIC ACTIVELY
(AT 1930 CONSTANT PRICES)
Unit : Million Colones

No. Teonomic Activity 1690 1991 1992 - 1993 199 1993

Value %  Valee % value % Value e Value % Value %o
1 Agruculture, Forestry acd Fishery 62400 L1 6227 165 6111% 165 65406 150 63940 138 6710 137
1 Coflee 16569 45 16656 44 13433 45 167001 38 15332 33 15205 31
2 Coltont g6 02 . 512 01 537 01 194 0Ot 280 01 00 00
3 Basic grains 12190 33 11724 30 14866 37 15044 34 12828 28 1,551 32
4 Sugar cane 2226 06 763 07 2319 07 37T Q07 2886 068 2846 06
5 Other azriculture products §827 24 9242 214 8574 21 93120 22 10393 22 {0913 22
& Stock brecding 10651 29 10008 26 914 24 §348 21 9297 20 9622 20
7 Poutry breading 3555 15 53871 16 639.7 16 6096 13 6748 15 207 1S
8 Foresiry 37124 10 M9 10 322 09 3851 09 3824 08 3893 08
9 Hunting and Fishing 1781 0S5 1686 G4 1745 04 1930 04 2252 05 293 05
11 Mining and quarrying 1378 0.4 510 04 1589 0.4 1757 04 1950 04 w04
I Manufactariog industries 79131 217 83918 212 92194 227 90783 208 97396 211 104213 212
1 Meet ard its products 3031 08 2198 07 2 07 2110 06 240 05 2180 0s
2 Mtk products 1827 €5 1707 05 3395 06 2853 0.7 2801 06 2924 06
3 Fishpooducts 06 OO0 02 Q00 12 00 i3 00 14 00 15 00
4 Miiling and bakery 7342 20 7652 20 1724 19 8193 19 9101 20 9135 19
5 Sugar 2916 OB 3594 1O 6315 A 5502 t.4 57184 13 58686 12
& Onher food industries 5437 1S5 5586 1S SM5 14 g 12 3949 13 60R6 12
7 Beverages 8141 23 8388 23 892 22 8473 19 %124 20 G686 20
8 Tobacco /o4 08 2913 08 2919 07 435 06 2386 05 2641 05
9 Texitiles and their products 6332 17 6594 17 il ig 6386 15 61ik 15 7138 15
10 Clothes 2615 07 716 07 562 07 2162 0S5 2264 03 2425 05
11 Skin, leather and their products 3934 1} 4156 1.1 1347 1.1 4317 10 4131 10 4930 10
12 Woods and its products 636 02 1123 03 1598 03 1321 03 1338 03 1534 63
13 Paperand its products 2178 086 2269 06 2109 06 M 06 2608 06 2706 06
14 Printing 3461 09 W02 10 3887 1.0 4084 09 4419 10 1531 09
15 Chemical products 6504 i3 064 19 627 19 7223 1.7 7922 1.7 2390 17
16 Refined petroleom 4559 12 3840 15 - 608 19 692 15 236 13 6103 12
17 Rubber and plastic prodocts 32 03 3176 03 13137 08 1262 05 2353 05 2461 03

18 Meotal products exceptelaborated mez 3560 10 3789 10 0.7 10 4539 10 4788 190 4860 10
19 Mincral products and elaborated meta 3583 10 int 1o 9IR 10 38s 09 3%5 08 435 09

20 Machines and apparatus 2122 07 2802 07 314 07 2168 06 3055 07 3430 07
21 Transpect materilals 2411 07 2542 01 2687 07 331 07 3325 07 i63e 07
22 Industrial services of magquila 1311 04 1646 04 2622 06 28 10 662 13 B315 17
IV Electricity, gas and waker 4256 1.2 0.1 06 210 05 2418 08 2581 046 2715 06
i Electricity 3034 o8 868 012 83 02 950 Q02 1060 02 1121 02
2 Water and Sewage 1222 03 1233 03 1349 03 1458 03 152% 03 1538 03
V' Constructisn 3,266 35 13984 37 L4885 37 15486 35 11,7189 37 182140 37
V1 Commerce, restavranis and hotels 66205 8.1 70867 188 79001 %4 840321 193 51239 197 98591 0.1
1 Commerce 55508 152 59039 155 65338 162 727 151 76335 166 B33 169
2 Restavrants and hotels 1000 29 11,1828 31 B33 32 L3654 3 14904 31 153479 3
Vit Traosportation and Communications 26776 73 18041 7.4 30831 7S 32706 15 343835 A4 3632 4
1 Transportation 19377 53 20608 55 22572 56 24426 56 2547 35 26906 55
2 Communications 7399 20 7433 20 8109 20 8290 1% $918 19 9406 19
11! Finamces and insurance 7933 12 76486 2.0 9278 23 10272 24 1A9L6 26 43565 28
IX Readstate and rental senices 12786 35  3,38583 37 14361 3s 1439 33 15360 33 4623t 33
X Acquisitions of bousiog 41253 113 40655 110 £2133 104 42921 58 43694 34 44131 91
X1 Private snd domuestic senices 31,2406 61 23059 61 23788 59 24456 56 25782 56 2,727 &S
1 Personal and Communal and socialse 14576 40 1,4966 140 15461 38 15896 36 16%9 371 18234 37
2 Domestic services 830 21 z‘lﬂ]‘j_g 21 8327 20 8560 20 8733 19 290318 18
XII Goveromental seinices 26930 74 22096 Fl 24181 64 26M4 60 26926 58 27868 57
Minus Transferred bank services 50838 17 5967 -I6 -7357 1B 9398 22 9953 22 11665 24
Plus: Costem dutics and added valve tax 6722 18 7933 21 10138 25 34761 380 40128 87 43614 89
GDP (at market prices) 36,4969 100.0 37,7514 3000 $0,6427 100.0 436427 100.6 4562513 00.0 49,3419 1000

Source - Revista Trimestral, Oct /Mhic. 1995 & Jub /Sep. 1956, Banco Central Je Resend
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TABLE C.2.12 EXPORT STRUCTURE {FOR) OF EL. SALVADOR, 1993-1995

Unit : Thousand Colones

No. Froducts 1993 1994 1,895 Growth Rate (0
Value To Value Ve Value 7o 1993-1993
T Live animaland hivesteck product 322,709 A& 3TN 3y 3518S 2.3 103
1 Beef 418 0.0 61 0.0 9 0.0 -853
2 Shrimp 231,933 26 197 20 PEERRE! L7 30
3 Bees honey 17,922 02 16,669 0.2 22,155 0.2 281
4 Others 72,436 08 122385 11 121,651 038 312
" 11 Vegetable products 2044419 241 2551588 233 368158 1 255
I Fresh and dried fruils 22356 03 18,261 02 11413 0.2 269
2 Coffee 1,982,138 223 2408919 220 31832015 219 268
3 Sesame seads 63,797 0.7 41,35} 04 40,031 03 -19.2
4 Natural balsam 7.004 0.1 9,704 0.1 11,121 0.1 266
5 Others 69,130 131 73,351 0.7 102,375 0.7 28
11 Food, beverage and tabaceco 734,558 88 81100 7.7 1,008,633 69 135
1 Swugar{rot refined) 270,553 30 211,237 22 330,785 23 13.1
2 Bread and confectionery 34,635 0.4 46,165 04 44,249 03 4.6
3 Gihers 479,370 54 556622 51 633,649 4.3 15.0
1V Minaral products £6,328 Q0.7 42,3313 0.4 120,917 0.3 T
1 Fueloil 0 00 [ 0.0 0 00 .
2 Greases and lubricants 5,768 03 0 0.0 4] 0.0 -
3 Asphal 3,149 040 490 0.0 438 00 -41.5
4 Others 57,411 0.6 11,843 0.4 120,479 08 864
Y Industeial chemicals 647,367 73 T06,895 6.5 905,583 6.2 18.7
1 Medicines 291,093 33 2837145 26 353,754 24 (1R}
2 Perfumery & cosmetics 40,016 Q5 50470 0.5 109,244 08 712
3 Soap 58,925 0.7 79,380 ¢7 115,693 08 40.2
4 Cleansers and detergents 76,760 09 109,865 10 110,206 08 21.7
S Insecticides 15,902 0.5 318,751 04 42,823 03 =34
6 Gihers 133,641 1.5 143681 1.3 173,863 1.2 14.2
V1 Paper and cartons 500,333 56 835804 49 571,366 39 69
t Toilet paper 62,875 0.7 5,871 ¢s 62,904 04 1.0
2 Cartons 256,067 29 256078 23 238,061 1.6 -3.5
3 Oiheis 181,291 20 224878 21 270,401 1.9 221
VH Teatile and its products 853,549 96 B9I07S 82 1925501 7.1 9.7
1 Cetton 15,095 0.2 30,896 03 75,5014 0.5 124.5
¢ Yams of cotlon 120,582 td 121,249 11 122,961 08 1.0
3 Texitites of colton 30,076 03 32,655 03 37120 04 41.7
4 Synthetic texitiles 0] 4.0 0 0.0 0 0.0 -
5 Apparels 300,559 34 324968 30 KEYR L 24 75
& Towel, bedclothes, kitchencloth 117,520 1.3 136946 1.3 145,416 1.9 1.4
7 Others 269,117 30 250,364 23 277,323 1.9 18
VIl Footwear and similar goods 127,543 1.4 §58944 15 118,582 1.0 9.1
1 Footware 62,866 0.7 £9,583 038 20,213 0.6 220
2 Oihers 61,667 0.7 69,361 0.6 57,969 04 -1.6
IX Base nietals and products 376,291 32 415300 28 500,666 34 1558
1 Aluminiura producis 111,952 1.3 156613 | K] 192,036 13 313
2 Agricuitural and forestry tools 33,338 0.4 35,586 0.3 34,265 02 | 5]
3 Others 231,002 26 22350 20 274,365 1.9 923
X Etectric machings arnd apparatus 184,318 21 167,759 1.9 251,764 1.7 16.9
I Refrigelators 55,323 0.6 71,479 0.7 88.034 0.6 252
2 Flectric-light bulbs 21,341 0.2 19478 0.2 26,250 0.2 13.0
3 Others 107,654 12 116,802 11 137,480 09 13.1
NI Other produsts 368,388 40 449,033 401 196204 3.4 17.9
X1 Magquila 2523974 1B4 3,765,799 344 SS90 3194 £0.9
Total 8,859,668 1000 093,127 1000 $4,536.643 1000 189

Source : Revista Trimestral, Oct/Dic. 1935 & Jul/Sep. 1996, Banco Central de Reserva
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TABLE C2.13  IMPORT STRUCTURF {CIF} OF EL SALYADOR, 1993-1995

Unit : Thousand Colones

No. Products 1593 1994 1995 rowth Rate (%%
) Value o Valuwe L3 Valoe L34 1993-1995
T Tivesteck and vegeial peoducts 9S00 53 TLELITYT 64 1318061 52 68
1 Alivecattle 8 00 12,007 01 14,993 0.1 765.0
2 Meats and edible intestines 241 08 91903 04 151,466 05 19427.1
3 Milk 222355 112 223,787 10 215310 09 1.7
4 Lepumes and Vegetables 48616 03 116088 05 9,933 01 310
3 Truits 9935 01 53980 02 £4,388 03 2428
6 Wheat 324,182 12 3157110 1.7 286,012 10 219
1 Maize 82,554 03 196,567 09 253,223 09 235
8 Rige 61,154 03 7,199 03 61068 02 0.1
¢ Flours, cereals and starches 37,288 02 36,755 0.2 6601 02 372
10 Others 283,133 15 270,176 L2 283027 10 00
I8 Greases and oils 3084686 21 41,519 2.4 641,372 12 27.1
1 Fats 116,084 06 100815 09 183,219 0.6 334
2 Vegetal 6ils 89,488 035 183662 13 390098 1.3 121.3
3 Others 193,114 57,042 63,055 =100
111 Foods, beverages & tabacco 21,668 44 1033477 46 1262476 43 10
1 Fish, canned fishes 25318 0l aR482 02 48500 02 388
2 Confecticnary 41,212 02 41,236 02 63,288 02 213
3 Sauces 35951 02 42,653 02 70226 0.2 41.6
4 Soup, pottage & broth 53314 03 58257 03 50887 0.2 659
5 Mik 15,060 0.1 38395 G2 54,028 02 919
6 Beverages 12476 0.1 138863 06 156,810 05 5130
7 Alcohol beverages 15121 01 43647 02 67,235 02 1213
8 Soybean Aour & dreges of begetal 0 125071 07 138,88 0.6 155,025 05 13
¢ Others 498,075 21 487,058 22 589,481 20 94
IV Mineral products 1,786825 96 1,960,115 87 11599,79¢ 89 282
1 Distilled cils from coal 1,601 0.0 318 00 187 00 -62.3
2 Crude petroleum 1,069,909 58 976,275 43 970,386 33 -3.7
3 Lightoils 5612 00 121,362 05 219423 08 1075.8
4 Lubricating eils ¢ 00 107,214 05 202,648 0.7 -
5 Others 709,703 38 754916 34 1190146 4l 325
Vv Industrizl chemicals 2,373,768 128 1,674,354 1L9 3330862 1 14 18.6
VI Plastics, artificial resins & rubbers 992,018 53 LISBAIS &1 1413302 50 220
VII Skin, hide & leather 25699 05 §6,344 0.4 103,179 04 9.6
VHI Wood and its products 157,843 09 176,521 0.8 203,731 0.7 136
tX Paper and its malerials 808,047 44 868,282 39 L165304 43 16.6
X Textile and its materials 964,516 S2 953244 43 1,291518 &4 17.0
XI Footwares and those compontals 113,126 06 134409 06 193,639 6.7 A
X1l Ceramics, Glass & thost products 287,518 1S 31681 14 1847 12 109
X111 Base metal and ifs products 1,330,023 1.1 1,536,230 68 2023894 69 136
X1V Machines and apparaius 2,960,506 60 3428463 152 4419041 151 2.4
XV Transportation equipment 2,096,160 113 2,508043 111 319M0Ti7 109 135
NVI Medicalinstruments and apparatus 134430 12} 37537 1.7 {07,750 14 LER
XVII Toys, games & sport instruments 63,35 04 76,72 0.} 126,101 04 3.0
Vil Qiher preducts 81,492 10 22050 1.9 619470 11 89.7
XIX Maguila 1,913,739 103 2817194 125 4314273 147 £0.1
Total 18,550,043 10600 21,522,325 1000 29,3333824 100.0 258

Source - Revista Trimestral, Oct./Dic. 1993 & Jul/Sep.1996, Banco Cenral de Reserva
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TABLE C.2.15 ANNUAL BUDGETS OF THE CENTRAL GOVI-ZRN.\i ENT

1. Amount {USS Million)

1993

Average Annual

Revenue/Expenditure 1991 1992 1993 19N 1996  Growth Rate (30)
A Revenue 617.1 1369 §30.8 1,0952 1,343.2 1,693.2 224
1. Curcent revenue §72.1 5883 MLS 9029 LISLY 1,465.9 21.1
2. Capital revenue 128 321 220 133 309 87.1 790
3. Financiat sources 322 1165 172 1790 1306 146.1 591
B Expenditores 617.4 7369 830.8 1,0952 1,343.2 1,693.2 224
1. Current expenditure s19.7 SR9.6 7110 8628 1,0823 1,304.9 203
2. Capital expenditure 97.3 1473 1698 2324 260.8 2520 228
3. Financial applications - - - - - 136.3 -
I1. Ratio to GDP (%) ,
A Revenue L6 12.4 | v 13.5 14.1 185 -
1. Cuorrent revenue 10.3 99 10.7 1t.1 124 13.4 -
2. Capital revenue 0.2 03 0.3 0.2 0.3 0.8 -
3. Financial sources 0.6 20 1.7 22 1.4 13 -
B Expendifures 11.6 124 12.7 13.5 14.1 185 -
1. Current expenditure 98 99 10.2 106 11.3 1.9 -
2. Capital expenditure 1.3 2.5 24 29 217 2.3 -
3. Financial applications - - - - - 1.2 -
111. GDP at Current Prices 531 5,962 6,957 8,126 9,548 10,932 155

(US$ Million)

Source : Revista Frimestral en $992,1993, 1994, 1995 and 1996, BCR
Note : ¥Forecast of Central Bank and EIU

TABLE C.I.I6 BREAKDOWN OF REVENUE OF THE CENTRAL GOVERNMENT

Unit : US$ Million

Revenus 1931 1992 1993 1994 1995 1996  Average Annuat
Growsh Rate (%0)
A. Tax Revenue
1. Income Tax 453 403 420 643 134.8 149.9 334
2. Corporation Tax 589 643 843 1095 183.8 2046 29.9
3. Import Tax 973 915 1018 1412 203.5 130.0 104
4. Value Added Tax (VAT) 1993 1952 3397 3903 466.6 762.9 340
Tofal of Taxes 4007 3913 5678 7056 988.6 1,247.5 26.7
B. Other Revenue 2163 3456 3130 3896 3515 445.6 133
Tota} 6i7.1 17369 880.8 1,0952 13432 1,693.2 2.4

Source - Information from the "Ministerio de Hacienda”
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TABLE C.2.17 SECTORIAL DISTRIBUTION OF PUBLIC INVESTMENT

A. Amount (Colones Million)
o ftem Actual Projection
1990 1991 1992 1993 1994 1995 1996 1697 1993 1999
I. Socia)investment M1 769 L1134 19144 2,072.5 L1398 22572 28313 24528 2,780.1
1) Education 534 1147 3620 4637 5628 4167 4681 5568 6069 501.6
2) Health 1396 2103 1426 2385 4163 2784 3385 2738 3678 138.5
3) Water/Sanitation 20.5 9.6 00 927 5112 4292 4828 5955 69146 7220
4) Housing 188.9 3154 318% 3246 1564 1964 2050 2745 3647 3647
53 Othces 287 669 2907 7949 4258 Rl19.1 7428 1,130.7 621.8 753.3
1. Other Tavestment 4516 9032 16128 10069 3,143.1 33823 35560 3,122 32675 3,165
VY Encrgy 127.2 1386 8009 1921 815.3 11588 1,4190 1,2321 9385 $69.1
2) Telecommunication 188.9 3823 30017 3577 8217 6144 55332 5448 53230 438.9
3) Transporiation 90,2 2772 3840 3312 1,092 118001 LH33 L1553 L3013 L1,2216
4) Agriculture, Environme 352 1051 1262 17259 4140 4290 4405 4900 504.7 53041
& Land Development
1tf.  Total 8827 L6200 2,926.2 29213 52156 55121 538132 62835 59203 59458
Yariation in Total - 8358 681 1.2 14.0 59 53 1.6 <3 0.4
B. Percent to GDP
ftem Actoal Projection
i990 1991 992 1923 1994 1695 1996 1997 1998 1999
1. Social Investment 105 150 203 28 273 46 228 257 2.02 1.84
1) Education 0.13 024  0.66 0.70 0.74 048 049 049 046 0.40
2) Health 0.34 644 026 1%].3 055 032 036 033 0.28 0.22
3} Watcr/Sanitation 0.05 0.0z 000 0.14 063 049 047  0.52 0.53 0.48
4} Housing 046 066 0.58 049 020 023 0.21 0.24 0.28 0.24
5) Others 0.07 614 053 120 056 094 035 099 047 0.50
Ik Other Investiment L0 1839  2.94 1.52 4158 3N 3.61 3.00 148 2.10
1} Energy 0.31 .29 146 Q.29 1.08 1.35 144 1.08 071 0.64
2} Telecommunication 046 080 055 054 108  0.7% .56 048 0.40 0.29
3) Transportation 622 038 070 0.50 1.44 1.34 L.16 1.01 099 0382
4y Agriculture, Envircnme .11 022 023 0.19 055 051 045  0.43 0.18 0.35
& Land Development

il Total 215 339 497 4.41 688 637 582 557 4.50 3.94

Source : Plan de Desarrollo Economico y Social, 1994-1999
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TABLE C2.18 FOREIGN-EXCHANGE RESERYES AND EXTERNAL DEBT

OF EL SALVADOR -
Unit - USE AMillion
Average Annual
Htem 1990 1991 1992 1993 1991 1995 Varnation Rate (%4)
{(1990-1995)
1. GDP atCurrent Prices ¥ 4,801 5311 5962 6,957 8126 9,518 148
Il. Total Reserves ” : 550 412 539 663 785 857 13
1. Foreign Exchange 415 287 422 536 649 721 15.1
2. Gold 135 124 117 132 i35 136 03
HI. Total Extemal Debt » 2,147 2180 2,261 2012 2,187 2264 1.3
1. Long-term Debt 1,938 2,078 2,159 1905 2002 2,065 1.5
2. Short-term Debt 209 102 102 107 185 199 68
IV. Conditions of External Debt ™ (Average Value)
1. Interest (%) 46 7.1 71 60 1.8 - 57
2. Matunty (Years) 298 173 214 214 242 - 228
3. Grace Period {Years) 72 48 54 40 1.0 5.8
{Annual Variation Rate (35)
V. Total Debt Service 208 248 233 292 341 260 6.3
1. Principal 124 1617 149 170 242 - 20.1
2. Interest A 1 84 122 99 - 6.6
VI Ratio of Total Debt Service {Average Percent)
to Budget Expenditure (%) - 3%9 288 333 311 194 305
VIl. Ratio to GDP (%3) (Average Percent)
1. Total External Debt 447 410 379 289 269 237 339
2. Tota! Debt Service ™ 43 47 39 42 42 27 4.0

Source : 1} Data of CDR and EIU
?) [nternational Financizal Statistics, IMF
3) World Debt Tables, World Bank
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TABLE C.2.19 NET RECEIPTS OF INTERNATIONAL FINANCIAL
ASSISTANCE FOREL SALVADOR

Unit : USS Miltion

Average Ralio
flem 1989 1990 1991 1992 1993 for period 1o Totai

1989-1993 (%)

1. Bilateral Aid 3135 343.7 3194 3215 2789 3274 81.0

1.1 USA's Aid 3100 2460 2300 2310 207.0 2448 60.6
1.2 Ratio of USA (% 81.0 71.6 720 71.9 74.2 748

2. Multilateral Aid 513 -3 74.7 76.6 184.2 768 19.0

2.1 IDB's Aid 46.1 -6.3 08 25.3 815 29.5 7.3

2.2 Ratio of IDB (%) 89.2 - 1.1 330 44.2 384

3. Total 4252 340.6 394.1 398.1 463.1 4042 100.0

Source : Geographycal Distribution of Financial Flows to Aid Recipients, OECD

TABLE C.2.20 DBILATERAL ASSISTANCE OF ODA FOR EL SALVADOR

Unit : £JS§ Million

Loan and Grant

Breakdown in 1991

Countries 1938 1989 1990 1991 {.oan Grant Technical
Assistance
USA 318.0 310.0 2410 182.0 32.0 150.0 93.0
Germany 206 218 213 238 23 215 7.4
Nethertand 7.7 89 9.3 8.1 0.0 8.3 3.1
Japan 2.1 35 82 7.5 0.0 7.5 0.6
ltaly 16.5 53 10.5 7.1 0.0 7.1 0.3
Spain 038 23 33 33 0.0 13 0.0
Sweden 04 0.6 1.1 2.4 0.0 24 0.1
Nonvay 0.9 2.6 290 1.8 0.0 1.8 0.4
Cihers 14.7 6.7 3.3 4.7 0.2 4.5 1.4
Total 31317 361.7 3120 240.7 34.5 206.2 i3

Source : Economic Indicators, 1988/1991, OECD
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D: REGIONAI DEVELOPMENT POLICY

1. REGIONAL DEYELOPMENT

1.1 National Development Policy

1.1.1  Background of the National Development Plan

The recent history of Fl Salvador’s economic evolution can be itemized as;
1) Dependent on coffee-only exports until the end of the 1950’s,

2) Industrialization particularly in textile and diversified export-crops(cotton and sugar) in the
1960°s-1970’s, and

3} Civil conflict and economic collapse in the 1980s.

To overcome serious problems in the national socio-economic situation during 1980's, the El
Salvador Government formulated the following national development plans aiming at
recovering peace and rebuilding the national socio-economic structure.

1) National Socio-economic Development Plan 1989-1994

This Development Plan was made for establishing a market socio-economic system, limit the
national role only for norm, opening overseas markels, and achieving stable and sustainable
development gradually for the improvement of the life of all the people including the extreme
poverty stratum. The national development goals of the plan were;

a. Arrange the prerequisites to realize a firm and stable economic development,

b. Upgrade the living and welfare conditions of the people, especially for extreme poor
people, and

c. Establish a basic principle for balanced development considering economic growth and
environmental conservation, to produce various benefits for the following generations.
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2) National Reconstruction Plan 1993-1997

After the peace accord in 1992, the Government formulated and commenced "National
Reconstruction Plan  for  1993-1997, aiming at immediate actions to repair the
buildings/facilitics, vocation/training for ex-fighters, reconstruction of infrastructure facilities in
the most affected areas and a land transfer program.

1.1.2  New National Developrment Plan 1994-1999

1) National Development Goals

At present, the Govesnment has issued the “National Developmemt Plan for 1994-1999,
According to the ptan, the national goals are listed as follows;

a.  Stabilization of the political situation, democracy, tolerance, strengthening of the
constitutional state,

b. Strengthea policy measures for poverty and human training,

c.  Self-supporting economy, and

d. Promotion of national unity.

2} Priority of the Government lnvestment

The government investment strategics on the above national plan, targeting the investment goal
at 5.4% of the GDP during this period, also reinforcing investment (non-financial sector) in the
following scctors;

a. Social Sector(educalionfcullure., health/nutrition, water/sewer, housing, ¢tc.)

b. Econonmiic infrastructure and environment{energy, communication, transpoitation,
agriculture, environmeat/physical development)

D.2
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3) Agriculural Development Goals
The development goals for the agricultural sector are stated as;

a.  Within the context of “Rational and Sustainable Use of the Natural Resources”,
b.  Crop divessification, strengthen competitiveness and ensuring of land title, and
Upgrading the living environment of rural areas.

4) Importance of Regional Developiment

The plan also stress the necessity of population dispersion and the importance of regional
developmeat. The government takes positive actions for development of socio-cconomic
infrastructure systems of regions and improving the living environment of local cities and

villages.

1.2 Importance of Sustainable Development and Development Policy for the
Eastern Region(IV) in the National Physical Development

1 The Importance of Sustainable Development

The above national development plans emphasize drastic changes in policy for utilizing natural
resources from the past development pattern of [Explosion of Natural Resources} to
{Development of Social Sector) and {Conservation of Natural Resources}. The strategic
measures on the above new policy to conserve and manage natural resources and realize
sustainable devetopment are formulated and positively initiated by the government.

2 Integrated Management and Development of the River Basin of the San Miguel River

Based on the above policy, the central government has designated the river basin of the San
Miguel River as an integrated development area requiring various measures such as flood
mitigation, reforestation, encouragement of extension service, etc., from the viewpoints of
prevention of natural disasters, realization of sustainable development, integrated management
of important river basins, effective utilization of land resources, regeneration of forest
resources in the country. Lake Jocotal was designated as a protection zone from the aspect of

natural conservation in the Region.
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1.3 Preseat Situation and Development Orientation of the Region
. Delay in Regional Development and Necessity of Urban and Rural Development
1) The region is the most backward area in the country

a. The population share of the region was about 22% of the country, while the share of the
region’s legritory is about 37% of the country, thus the population density of the region is
less than the national average(national; 243 p/ha, the region; 146p/ha). The region became
a depopulated arca in the nation. In addition, the share of the urban population in the total
population in the region is less than the national average which is only about 16%,

b. The region’s sharc of economic activities in the nation, such as the number of employed
and number of companies are also at a fower level among the four regions, and

¢. The conditions of the living environment of the region are also at a lower level than the

couniry.
2) The region was the most affected area during the civil conflict

Onc of the reasons for the delay in development of the region was caused by the civil conflict,
because the region was the most affected area. During the conflict, many socio-economic
infrastructures were destroyed, lost of employment and farm lands, escape from the poverly
and fire made the people uneasy. According to the Census data, around 150 thousands of
people has emigrated from the region(around 520 thousands in the whole nation) during the
period of the civil conflict.

3) The need for increasing capacity to acconimodate repatriates and future increasing
population

One of the regional development roles is to increase the absorption capacity of the population so
as o receive people who have refused or emigrated during the civil conflict and still stay
outside the country, and also for the future increasing population in the region. The settlement
of an adequate number of the population in the region is one of the key issues for balanced
allocation of the population in the country, becavse the San Salvador metropolitan area has a
problem with overpopulation.
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4)

a.

3)

a.

)

To rectify the socio-economic disparity of the region, urban and rural development should
be accelerated to improve the living environment and to provide jobs especially in San
Miguel, Usultan municipalitics and other small towns in the region.

Expansion of urban areas and improvement the infrastructure systems such as roads,
electricily, water supply, sanitation, etc. and also schools, hospitals, cullural and

recreational Facilities, etc.

Creation of jobs through promotion of agro-industry such as henequen sac, milk, leather,
etc. and other industries

Development of rural areas is also important to absorb the increasing rural population for
balanced population allocation within the region.

Development of the castern region as a growth pole of the nation building is necessary to

contribute to the following issues.

Balanced spatial development and appropriate allocation of the national population in the
country.

Rectifying socio-economic disparity among the regions and reducing the number of the

poor people
Provision of the saucel(spécc and job) for repatriates who lives outside the country.
Present Situation and Development Orientation of the Agricultural Land

Most of the territory of the region is already cultivated, except for a few areas of forest and
thus there are serious problems for agriculture and the environment.

Deforestation and extensive use of mountainous land which are mostly unsuitable for

agriculfure, make problems on soil erosion and low productivily,

Floods hit the most suitable agricultural lands, because those lands are mostly located in

low areas, and

Lack of water and drou'ght in the dry season make problems in agricultural production.

D.5



2)

3

4}

a.

a.

The soil of the Study Area is good for agriculture and it is expected that agricultural
production will be increased through conservation and managemnent of water resources

and effective and rational use of agriculiural }ands.

Area of the good soil{Class I-11) represents 20% of the total }and which is higher than the
national average(Land Classification, MAG), and

FThere are 310 km’ of potential areas for isrigation, which is 86% of the existing farm land,

excluding grass land.

The followings are key issues for effective and rational use of the agricultural lands in the
Study Area

Secure the safety of agricultural Jands by flood proteclion measures and drainage

improvement of flood-prone areas,

Reforestation and agro-forestry though encouragement of extension service especially in
the mountainous zone to protect soil and water resources, and

Expand the cultivable lands in the dry season thorough the development of irrigation
facilities using groundwater and river water,

There are lot of arcas with ineffective use of agricultural lands because of drastic decrease
of colton ficlds, land reform and lack of technology and finance. The agricultural land use
plan is required for control and guiding the agricultural development of the region.

Proper crop on proper land

Mixed cultivation{crops)

Other important measures for promotion of agriculture

Increase production of the non-traditional crops(sesame, natural balsam, copra, olive seed,

fruits, vegetables, eic.),

Increase production of imported vegetables, fruits and crops(wheat, maize, rice, powder
milk, vegetable oil, efc.) to decrease the impoit of such basic foodstuffs, and
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6)

Promotion of agro-industry(The sugar mill in La Libertad is planned 1o be removed to

Usultan}.

Another development role of the region witl be “to develop the agricultural seclor to
ensurc/expand as a supply center for foodstuffs in the country” through the above
development efforts, Fig. D.1.1 shows the preliminary orientation for the regional

devclopment of the Study Area.
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2. LAND USE
2.1 Existing Land Use

The existing land use in the whole country and the study area in 1996 are shown in Tables
D.2.1, D22 and Fig. D.2.1, D.2.2 respectively, and the arca by land classification is
shown ir Table D.2.3,

The land of the Study Area has been fully developed secing that agricultural land shares 81 %,
which is larger than that of the national average (77 %).

According 1o the dala of MAG in 1993, the agriculiural area in the country shared about 70 %.
It means that the land cultivation is continuing in these three years.

The areas for pasture and grain, dotted in the Study Area, share 65 % of the total area. The
second largest area is forest (15 %), which is mainly sitvated in the southern and eastern
mountain areas. The third is coffee, which is distributed in the northern and western mountain
arcas and the fourth is grain in the lower San Miguel River basin.

The proportions of the arca by land classification of the whole country and the Study Area are
almost the same (Table D.2.3).  According to this table, forest or permanent vegetation area is
desirable 10 cover al least 50 % of the area since more than 50 % of the Study Area is not
suitable for cultivation ( Class VIl and VHI). It means that the arca is overdeveloped and necds
to be rehabilitated by means of reforestation etc. for sustainable use of land resources.

2.2 Fuiure Land Use

in accordance with the National Development Policy, a future land use plan is proposed by the
Study Team and the map is shown in Fig. D.2.3,

The plan is made mainly based on the standard of Jand classification and existing land use plan.
The plan is targeted as follows:

- Sustainable use of land resources by appropriate use of the resources,

- Increase in agricultural productivity by effective use of the resources.
- Recovering of forest resources and natural environment by watershed management.
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To achieve the target successfully, following project or program is nccessary :
- Ilood control.
- Reforestation.

- Improvemeat of agricultural extension program.

Explanation of legends in the map and the corresponding areas are shown in Table D.2.4 .
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E. FLOOD CONDITION AND FLOOD DAMAGE

1. FLOOD CONDITIONS

1.1 Flood Data

According to “Regiones Criticas De Desastres Naturales De El Salvador (Critical Regions of

Natural Disaster in Fl Salvador)”, ftood prone areas in the country amount to 2,573 kn¥’ in total
and about one third of it (870 km?®) is located in the Study Arca as follows:

(Flood prone Arcas in El Salvador and Study Arca)

Departiment Flood prone area (kni*)
Whole country Study area
San Miguel 173 725
La Union 459 133
Usulutan 169 12
La Paz 290 -
San Vicenic 495 -
Sonsonate 169 -
Ahuachapan 218 -
{Total) 2,573 370

Information on the past flood damage was collected from various sources and sununarized in
Table E.1.1.

Floods in the Study Area have been occured in the years 1961, 66, 69, 74, 88, 89, 91, 92 and
95. '

1.2 Inundation Survey

Inundation survey was conducied in March and Aril, 1996 by the Study Team. The objectives ,
method and results are as follows:

1.2.1  Objectives

@ To know the depths, durations and area boundaries of the past floods including maximum
and recent floods

® To know the frequency of flooding

@ To use the flooded water volume of a flood for simulation of flood run-off in relation to
rainfall in the basin.
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1.2.2  Mecthod of Survey
It was conducted by interviewing the residents in the floedplain. Relatively old houses
( family) were selected because they have many experiences of ﬂobding
Items to be interviewed are as follows,

The year of scttlement

The number of flooding times since they began to live

Deplhs and durations of the past floods (annual, maximaum, 1995 flood)

Depth of inundation from the ground level is to be measured by a measuring tape.

VoA W N -

Locations of the interviewed points were identified by GPS and names of the points were
plotted on the topographic map.

Results of survey were presented as follows;
6. Inundated area maps of the representative floods
1.2.3  Resulls

The aumber of interviewees is 421 and among them 199 houses had some experiences of
inundation.

The inundated arcas were classified into the following three cases:
o Inundated areas in 1995 flood
¢  Maximum inundated areas which have experienced any flooding or inundation ir the
past (defined as “potential flood arca™) 7
o  Frequently inundated arcas once in 2 years or more (defined as “frequent flood area™)

The inundated areas are shown in Fig. E.1.1. 7
Inundated areas for respective cases and inundation volumes of 1995-flood are shown below:

{Inundation Conditions)

Inundated arca (km?) San Miguel | Glomega | Jocotal Usulutan Total
1995-flood (km®) 2.8 88.5 35.8 6.6 133.7
{Volune: mitlion m*) 3.4 (57 54 (7.6) (116)
Max. inundation {km?) 4.0 98.4 444 | 313 | 1811
Frequent inundation (ki) 0.64 44.4 29.6 09 | 755
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The aumber of interviewees who suffered from inundation in 1995 and its conditions are
summarized in Table E.1.2. In 1995, the menths which people remembered as the most
scrious flood happened are distributed from June to Octobet, especially from August to October.
1995 flood can be characterized by a few flood peaks between August and October. Among
them the inundation arca extended most widely in September.  The Jocotal and Usululan areas

suffered from deeper and longer inundation compared with other arcas.

The floods which are remembered by the residents as the maxinmum events are those occurred
in 1969, 1988, 1989, 1991 and 1992. 'The number of intervicwees suffered from these
floods ard its conditions are shown in Table E.1.2. The 1988 flood was, judging from
inundated depth and duration, the most disastrous onc in the Jocotal and Usulutan areas among
four floods after 1988. For 1969 flood, little information is available from the residents because

it was the event 27 years ago.

The number of houses which have experienced flood is sununarized below. 199 houses out
of the 421 houses have expericnced the inundation. And 31 houses among them have

frequent inundation once per 2 years or more.

{Household Numbe: of Inundation Experience)

' San Miguel | Olomega | Jocotal | Usulutan Total
‘Total interviewee 99 168 76 78 421
Once or more till now 43 71 30 55 199
Once/2 yrs of moie 5 9 9 8 31

1.3 Flood Mark Survey
Flood mark survey was conducted to obtain actual flood stage profile of the 1995 flood.

The total number of observed flood marks is 33 and the numbess by area are as follows:

o o

Arca Number of

Observed marks
San Miguel 9
Olomega 7
Jocotal 3
Usulutan 14
Total 33
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The flood stages were oblained by leveling survey between flood marks and wooden pegs
uncycd provided at 500 m intervals.  Flood stage profile of the 1995 floed, together with
the river profile, is shown in Figure E.1.2. It was found that the flood stage between
Taisihuat and Urbina Bridge was MSL+90 m in 1995 and that the stage was mainly resulted

from backwater effect by the bending upstream reach of Taisthuat river confluence.

i.4 Flood Mechanism

The inundation area in Study Areacan be divided into 4 areas, which are San Miguel, Olomega,

Jocotal and Usulutan arcas.

Based on the results of inundation survey, flood mark survey and flood simulation, the flood
mechanism for each area can be described as follows.

San Miguel arca {Villenias to Aranwiaca)

Flood hydrographs from Upper Basin has a very sh'i_rp rise of a few hours and also afall of a
few hours ,which can be seen in 1995 flood. Riverine areas along the San Miguel River from
Urbina Bridge to Lake Aramuaca were inundated. The inundation depth is shallow as
approximately 0.5m and the duration is within a few hours.

Especially the upstream reach of Taisihuat river confluence is affected by backwater due to

contraction of the channel width. This area can be easily inundated even though this reach has
comparatively wide and deep section.
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Olomega arca (Aramuaca to El Delirio)

Extensive flat land in the north of Lake Olomega have been inundated due to floodwater from
the San Migue! River together with its tributaries and rising of the lake water level. The water
level of Lake Olomega reaches its peak , approximately MSL465.5m to 66.0m, in Scptember
to October every year. The area under this elevation is submerged for a few weeks.

The inflow from the San Migue! River to Pelota River begins in case that the discharge exceeds
315 m'/s, with a return period of less than 2 years.

The low lying area less than approximately M.S.1.464 m between San Miguel River and
Olomega Drainage is so called floodprone area because of difficult in gravily drainage.

According to the inundation survey, the San Juan Drainage can easily overflow due to the
backwater from the San Miguel River. The floodwater from the San Miguel River goes

westward to the highway.

Jocotal area {L.a Canoa to Yado Marin) 7
The San Miguel River here is so intensively meandering that the bed slope is very geatle. The
channel capacity is small ranging from 100 m*/s to 200 m*/s. Extensive depressed flat lands

extending around and in the east of Lake Jocotal can be inundated due to small channel capacity.
The floodwater spreads over Lake Jocotal and floodplain.

Usulutan arca (Vado Marin to the river mouth)
The aerialphotograph of Usulutan arca taken in 1980s’ shows clear traces of overland flow

from the right side bank of the San Miguel River. The ground elevation is lowering westward
and southward to the basin boundary. The floodwater diverges from San Miguel River
westward and southward with shallow depth.

The area around salt fanins is affected by tide because the incan high spring tide is MSL+1.4m.
{Ref. Fig. E.1.3)
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2, FLOOD DAMAGE
2.1 Physical Features of Inundation Area

Inundation area is distribuied in the lower basin of the San Miguel River and shares 14,978 ha,
which accounts for 6.7 % of the Study Area (refer to Table B.2.1).

The study area is endowed by nature with fertile soil; class I, Il and 13, which shares 20 % of
the total area. OFf the arable land, 13.5 % is distributed in the inundation area, which is
accounting for 39 % of the inundation area(Table E.2.1). It can be said that the area is
characterized as high productive agricultural land. The area, therefore, is valuable for crop
cultivation and the damage by flood could greatly aftect the regional economy,

The area has potential to be developed to the arable area; from 39 to 62 percent{from 5,892 ha
109,239 ha), by flood control. Because class 1V h would be improved and would be changéd
arable (class LILIH). The area is shown as follows: '

(Arcaof Class IVh  unit:ha)
Olomega Jocotal
2,379 365

Based on acrial photographs taken in 1996 and field survey, existing land use map of the
inundation area has been prepared by the Study Team and the data was compiled as shown in
Table E.2.2 and Fig. E.2.1. As a result of the survey, grazing land is by far the most
widespread land use, which shares about 60 % and is mostly distributed in the arca of unarable
land. The second is sugar cane, which is characterized as a water tolerant crop. The main
annual crop is maize, distributed in less inundated arcas.

2.2  Flood Damage

COEN, DGEA and CEPRODE are related to evaluation of floed damage. However, rcpoﬁs
and data published by them cover specific areas and items, and they car not be applied to
evaluate flood damage of the Study Area.

However, an extent of the damage can be found in agricultural statistics.

Due to its fertile soil , the Study Area enjoys maize production, which is the most dominant
crop in the area. The production in region IV shares about 5 % of the whole country.

E.6



According to the table below, the production in 1995 and 1992, when severe flood occurred,
decreased sharply. Especially the yicld in the rainy scason of these years showed about half of
the previous year, which might be affecied by flood. The production loss during the rainy
seasons of 1995 and 1992, therefore, could be estimated at 1,695,800 QQ (76,31 1ton) and
1,678,500 QQ (76,208 ton) sespectively, which account for more than 50 % of the total

production of each year.

Maize Production and Yield in Region IV

95/94 94/93 93/92 92/91 91/90 90/8% 89/88 88/87

Yield(QQ/Mz)

Rainy Season 13 27 34 14 29 27 29 26
Average 18 27 30 17 28 26 27 21
Production

(1,000QQ) 3,307 4,540 5;553 2,801 3972 3226 3,169 2,596
Source : MAG

2.3 Flood Damage Survey
Flood damage survey consists of two kinds of surveys as follows:
- Property survey by height from the ground level such as construction cost of the

house, and cost of furniture and clothes efc.
- Flood damage of agricultural production in 1992 and 1995.

“Total number of interview survey by area is shown in the following table.

Number of Interview Survey by the Arca

San Miguel Olmega Jocotal Total
Housing Property 69 93 65 227
Agricultural Damage 3 124 39 171 )




2.4 Farmer’s Desire

The interview survey also included the farmer’s desire after flood control. The content of the
question is “What type of agriculture will you want after flood centrol are done?”

The resulls are shown in the table below .

The survey shows that land use for crop cultivation in Olomega and Jocotat area shares 50 %
and 14 %, respectively. According to the table, farmers want to expand crop cultivation rather
than grazing and the results are in accordance with the agricultural development policy of the

counlry.
Farmer’s Desire (%)
Maize Sorghum  Sesame Veg. Sugarcane Rice
Olomega 30.5 14.5 15.0 13.5 12.5 -
Jocotal 35.5 9.7 24.5 11.3 - 12.9

2.5 Result of the Survey

Results of the survey, consisting of existing conditions of agriculture and housing properly are
summenzed in table E.2.3 and E.2.4.

To estimate flood damage, telationship between yiéld and flood conditions in the sludy area,
composed of flood depth and duration, are shown in Fig. E2.2 and E.2.3.

As shown in these figures, damage of maize is more closelj' related to flood depth than the
duration of inundation.
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Table E.1L1  INFORMATION ABOUT INUNDATION RELATED WITII STUDY AREA
Date of Flood Aftected Area Reason of flood Flood Damage Source
1961 Acajutia No infonnation No informaticen CEPRODE'
San Miguel
San Salvador
Sep.d, 1969 +Rio Lempa Hurricane 3,600 people affected CRED
South-West Coast “Francelia” Death 2
__________________ S Damage US$1600 |
1969 Rio Lempa and Pa No information  |No information " ICEPRODE |
Jaltepeque
Rio Grande de San Miguel
1966 Rio Lempa No infonmnation No information CEPRODE
Lake Olomega .
1974 Usulutan No tnfermation No tnformation CEPRODLE
Rio Grande d¢ San Miguel
Ahuachapan . , .
Aug. 74,1988 |LaPaz Flooding due 10]3%,060 people aftected.[CRED’
Usulutan heavy seasonalfDestroyed homes and up
San Miguel rainfall to 95 Km?2 of crop.
La Union Death 33.
1959 Rio Grande de San Miguel |[No information No information CEPRODE
Sep. 28, 1992 |La Union Flooding due to[Over 8,000  peoplejCRED
San Miguel rainfall since Seplevacuated. Death 2. 1,500
Usulutan 28 Ipzople isolated.
San Vincente
La Paz
Sep. 28, 1995 [Usulutan No Information 1,500 people affected,|CRED
' 800 families evacuated,)
2500 acres of comn, rice
and sesanie ficlds
destroyed
Death 8.
Sep. 1995 [San  Miguel-Olomega-El] [ T T pICAT T
Jocotal-The Mouth of Rio Preliminary
Grande De San Miguel Study

! Centro De Proteccion para Desastres Ceprode
2 Information of Centre for Research on the Epidemiology of Disasters(CRED) during
Jan. 1,1965-Dec. 31,1995
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Table 1.1.2  RESULTS OF INUNDATION SURVEY

The numbers of the houses which had inundation in 1995 anong the interviewed
houses

Month in 1995 San Miguel Olomega Jocotal Usulutan
June 0 4 0 0
July 0 0 1 ]

August : 4 6.33 1.5 2
September 4.5 26.33 10.5 9
Qctober 1.5 11.33 7 1
November 1 0 O D

Np Remember & 5 i 4

Total 17 48 27 16

Inundation depth and duration of 1995 flood

Month in 1995 San Miguel Olomega Jocotal Usulutan

June - 0.156m/ L. 7day - -

July R - 0.05m /0 day .
August 005m/4dday |0.17Tm/6.5day| 0.50m/8day |0.20m/30day
September 0.50m / 1.8day | 0.09m/7.3day | 0.87m /9.7 day | 0.50 m/ 46day
Qctober 0.05m /0 day 0.10m/8day | 1.5m/11.6day { 0.90m/25day

November - - - .

The number of houses which had the maximum flood in 1988, 1989, 1991
and 1992 anong the inferviewed houses.

San Migue) Olomega Jocotal Usulutan Total
1988 |5 (Sep. 14 or 15) |15 (Aug.-Oct.} 14 (Aug.-Sep.) |8 32
1989 |4 (Sep. 12) 8 {Aug.-Sep) |1 13 (Aug.-Sep.) 26
1991 |3 (Sep.) 7(Sep.) 5 (Jul.-Sep.) [4{Sep) - 19
1992 |10 (Sep. 15-Oct)|16 (Aug.-Sep.) |9 (Sep.-Oct)) |6 (Jun and Sep.) 11

Depth / Duralion of the maximum floods

San Miguel Olomega Jocotal Usulutan

1988 |12m/0.8day [1.0m/229day)2.Im/19day |2.7m/27.0day

1989 [0.85m /3 day 0.9m 7/ 28.2 day |- /90 day(*) 1.Im/ 16.7 day

1991 [1.5m/0.7day (0.8 m/27day |l.4m/75day [0.9 m/20day
1992 |1.2m /5 day 0.7m /7.6 day [0.93m /6.2 day{0.4 m /9.8 day

note: (*) is the data of only 1 sample.
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Table E.2.1 LAND CLASSIFICATION IN THE INUNDATION AREA

Class San Miguel -Olomega  Jocotal Total
[ (ha) 0 0 17 17
(%) 0 0 0 0
Il (ha) 0 252 520 772
(%) 0 3 12 5
Nl (ha) 249 3889 965 5,103
{%) 36 40 22 34
1V (ha) 304 2,866 965 4,135
" (%) 43 29 » 28
V (ha) 147 1,773 948 2,869
(%) 21 18 21 19
% VI (ha) 0 96 25 121
%) 0 1 1 !
VI (ha) 0 539 269 807
%) 0 5 6 5
VII (ha) 0 0 25 25
(%) 0 0 I 0
Othe (ha) 0 426 703 1,129
%) 0 4 16 8
Total 7060 9,840 4,438 14,978

Table E.2.2 EXISTING LAND USE IN THE INUNDATION AREA

l Land use Annual  Sugar- Grazing DBush & Urban Other Total
Area : Crop cane Forest .
San Miguet (ha) 229 1693 2516 41.2 164.7 504  700.0
(%) 33 24.2 359 5.9 23.5 72 1000
Olomega  (ha) 896.7 11,6870 06,0958 109.5 0.0 1,050.9 98400
(%) 9.1 17.1 61.9 1.1 0.0 10.7  100.0
Jocotal  (ha) 479.7 701.6 2446.7 36.0 0.0 774.1 4,438.0
(%) 10.8 15.8 55.1 0.8 0.0 174 160.0
Usulutan  (ha) 465.3 3256 1,522.7 417.8 0.0 398.6 3,130.0
(%) 14.9 10.4 48.6 13.3 0.0 127 1000
Total (ha) 1,864.6 2,883.4 10,316.8 604.5 164.7 2,274.0 18,108.0
%) 9.3 17.1 58.7 1.2 1.1 125 1000
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Table £.2.3 RESULT OF FLOOD DAMAGE SURVEY( Flood in 1995)-1

Item Unit  Olomaga Jocotat
(%) (%)
Total Area MZ 5,513.0 411.0
Average Arca/ Farmer MZ 88.9 13.7
Land Tenure )
Own MZ 3,693.7 670 3629 883
Rent MZ 1,097.1 19.9 5.3 1.3
Cooperation MZ 551.3 100 421 104
Land Use :
Crop MZ 14278 259 3400 827
Perenial Crop MZ 8.7 0.2 1.0 02
Natural Pasture MZ 12429 225 17.5 43
Improved Pasture MZ 15822 288 495 230
Other MZ 1252.1 227 30 0.7
Average Inundation
Day Day 11.0 162
Depth Cm 580 71.6
Crop Cultivation
Sugarcane
Arca MZ 1,636.0  80.2 2620 876
Yicld TMZ 49.3 69.1
Maize , o _
Area MZ 1708  13.1 370 124
Yield QOMZ 15.7 32
Maicillo
Area MZ 870 6.7 -
Yietd QQ/MZ 344 -
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Table E.2.3 RESULT OF FLOOD DAMAGE SURVEY( Flood in 1995)-2

Item Unit  Olomaga Jocotal
(%) (*%)

Pasture

Improved MZ 7950 565 495 728

Naturat MZ 613.0 435 17.5 272
Damage Ratio of Pasture

Improved MZ. 970 122 00 00

Natural MZ 161.8 264 3.0 432
Cattle Raising

Total Head 4,844 377

Head per Pasturcland  Head/M? 3.9 5.5
Ratio by Spicies

Meat Head 3,128 653 269 714

Milk Head LI131 236 101 268

Both Head 586 122 7 1.9
Head of Death Head 86 1.8 8 2.1
Mitk Production I 43,330.5 1,359.0
Damage of Milk ! 18,7560  43.2 1,302.0 95.8
Other Livestock

Hog Number 51 28

Chicken Number 996 250
Number of Death

Hog Number 0.0 0.0 4.0 182

Chicken Number 181.0 14.0 480 192
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Figure E. 1.2 FLOOD STAGLE PROFILE IN 1995
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LAKE SAN JUAN

Olomcga Arca (ha)
LEGEND
C ] AnnuatCrop| 896.7
8 | Sugarcane | 1,687.0
G Grazing 6,095.8
F Forest 109.5
U Uban | 09
w Wetland | 1,0509
T Tom | 98399

San Miguel Arca (ha)
LEGEND '
C | Annual Crop 229
S Sugarcane 169.3
G Grazing 2516
F - Forest 412
u Urban 164.7
W [ Wetlad 504
Total 700.1

Figure E.2.1(1/2) PRESENT LAND USE OF INUNDATION AREA(1)
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