
UNCLASSIFIED
 

UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

Washington, D. C. 20523
 

EL SALVADOR
 

PROJECT PAPER
 

EARTHQUAKE RECONSTRUCTION
 

AI D/LAC/P-404 Project Number: 519-0333
 

UNCLASSIFIED
 



Gr YVVr I rIt NA Tb LOtVELOPWENT NA!7O~DC ~
 
PROJE DA LEE A d Aun e ube O5
7 

-~~ ~ ~~~ ~~~IetD"Dd( _____________ 

2.Ce~ - .'fti JK A 1~jiC-AA'H 

4, BUR-U/OF1 '1CE - 5 PRO)JECT TITLE (maximmnj,4O chaceers) 

TE=IrQJAKE'ROCONSTRUCrION 
-L C/M '.- ~ _ __ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ 

6. PROJECT A'SSISTANCE CO.NPLETIOrN DATE (PxCD)~
*w-

7. ESTfL-MATED DATE OF OBLI GATION(Unde T.B below, enktei, 1, 1, 3, or 4) . 

MIM DD 
101 

YY~ 
13 019 ALn 18 1..aZF B._Qure . m l 2 

- - VA8.COSTS $000 OREOUIVALENTiI 

A. FUNDLNG SOURCE 
B. FXC 

- FIRST FYl V 
CI 

/ 
~ V>'LIFE 

D Tota~' 'LFX~7 
OF'PROJEOT, 
FL/C' 'G. Total 

AApproitc4&rotzr 000 7 
.75,000 

(Gran) -' - ' 7)00 Y U > ( ( -' -) C'- - A'T 
f~LO~crn)_ _ _ _ - A "'',r"- " ' '' 

---

Ost r, ,o -''-" " "A ' - ' - ~ j ~ ~ %~ ~--, :~-~ 0 ~ ~ 0 

STO TA L S 75,* 75O~~--' 
-. A' '-'-- 9,SCHEDULE OF All) FUNDING ($000)~ ~~ --- A~-

A.AAPPR- PR CMARYAR D BGTIN ODT E. AMIOUNT APPRO VE.D ''" 

RIAIOPRPSETECJL.COIDE D208-GAIN TO DATE TISAIO : F. LIFE OF PROJECT,-

CODE, I.Grac2. Loain 1. GrantA I 2. Loan 1. Grant~ 2. Loan " - 'I.Grant" ''-2 Loan~k 

-~TOTALS 7000 V' 1- 75, -7 -0-'-' 7 5 
1b;SECONDARY TECHNICA-L CODES (mnaxim umn £ codes of 3 positions each) - f~A~ 11. SECONDARYAPURPOSE CODE 

SPEWA CODES (traximuI codesf' 4 44CONCERN 
vasru VOE ~~~~~~~~~~~Toe~of'LSEILCNEN4Positions each)~ ~ ~~'-~ p'4J~,;~4'A0'--

1M3PROJECT PURTOSE (maximumn 480 cha r) -, o-' i- --

C---- , ' -To 0 assist the GOEndivate secor0 f~El Salvador to reconstruct andA. 
rehbiitae uosing, vtlnratdtr axid businese as weli as 

- 4 restore basic. serVices to, persons; p 'a '' i- ~" 
A"' "'o~ie paticularly, those of
loe inhcme, affected by thie octobei 10 eatquke.< 

14. SCHEDULED EVALUATIONS ' ' < ,j 15. SOURCEf ORIGIN OF GOODYS AND SERVICES 

Int 'I 1 rW I0i' 01 M 000 94 'L Othe (SI 
16&AMDENTrS[ATURE OF CHANGE PRoPoSED (Thi is of a' ApngcI-L-mencsmeri./, 0' 

A A7' 

-& AAAENA'A 
1 - AT EI'VM' 

AP E RO ;A H a A s 6 1 1" 1 1. 1 . ' , 1 A 'I A ,1 

VEDem~H17 P Bas£NIENTS, DATE OFIST1'ilfUtI;. 

DrL ctor SAID/EL; SALVADOR Da AADD'TW DY 
O 4 9)OP iD3 

n ' 

i 



0,GENCY FOR INTFIJATIONAL DEVELI'OPMIENT 

UNITED STATES OF AMERICA A. I D. MISSION 

TO EL SAI.VADOR 

C/O AMERICAN EMBASSY. 

SAN SALVADOR. EL SALVADOR, C. A. 

PR0JE.O ALfORIZATIcN 

Name of Cbuntry/Entity: E1 Salvador 

Name of Project: Earthquake Reconstruction 

Number of Project: 519-0333 

1. Pursuant to Section 531 of the Fbreign Assistance Act of 1961, as amended, 
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I7. ROUECThSUMMARY

Thor.~jvdi Earthquake Reosrute 
xo~El Salvaos rc vyfrom theeffects of'herein his vita1 

tihe severe October 10',~1986 earthquake.> Th devastation.o: theW 

ersonso'to~hs n.:lalV hurt;4 or cleftl'osseU~5
economic ' 


b the'~ damage are, the- poor al.ower Anod cbizen sr
rhome-less 

most1 ,harmed b~y the violeflce anc.had already been among-thewwho 

disruption of the civilwar,>sabotage-4of public servibe5s, 

and other ecnmcdsoain ee "it

Sunemployment of:h 

years. For'people who hav stugldaa&s~suhdffcl
 
odds to secure their livelihood, flow ~to be faced with a -massive
 

1 
rebuilding df the San Salvador metropoltnae an itsfit 

ecnmc 1 aeis,a tremendousI challenge requiring sgifcn 
~~external~assistance*~

components proposed for tepojetaebsduo

4The 

~careful review of rnumerous,damage asseIssments,. consultatiofls
 
the GOES and other donors,1 the dif~ficult but~valuable
if with 

experienceotained durifge~past months in implementing; 
the
 

4 anld an appreciation 4of
$ 50 million Earthquake Recovery Prgrm
 
Iseismic vulnlerability of the-Sani Salvador area'., 


1T4the 

1~4


Project goal is to assist EllSalvador to restore the" 
14The 

iatri

standard of living-for individuals affected by th 


Istability'.~order to maintain social and economic 

Goverlnent~ and privateIIk'-441~Poetpurpose is to assist .the 
sctor ofEl Salvador.4to recons~tru1ct and rehabilitate 

housing, 

las restore basic 

.;Th 


vital infrastructure1 andbusifesses a 
of loweriincome,:satiual~hs
services to pe~ 

1.>

, 

'1........
eO7arthquake.
affected>by the.Otober 1 0 

th Project 1aimsllat> the repair-or reconstruction1142>1A'4
Seiily 

opeciicme , snsebsisrvces,and infrastructure lin 
bhe earthquake.
oftrhoesn zoe most1 seriously affected by 

4,cedt.,o


credit'>componenlt assistsfam1ilies6 

and repai r, adi-reconstrUictiom of ~ ~ 
14 11'>Theiudalli 

ima'ividaih me 'repairs, 
al~so provide help reviltalizeu,.,u
mubiaml unt.CrdtA 


commerca setor.as well'>
 
smal~admedium lenterpri ses In'th 

ai iies 
as, for repairs to privateedctoaan meia 

the earhquk consrct 
whcher1.rosl.daaedb 4~4~ 

for urgently nreded construction'-of 
fnnigis 14programmed 
 o h repair and 
p41~~A& torpaetoedsrydubli~,,cschools 

-- which received all majior,4~Ihighway to Comalapa 1airport
II>114 

s~eced14healthfcltisnt
repai/recnstrutionof 

loae
udigi 


fianeby ote 

diin
oos1n 
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in n ~flr~
'>1.141/111414I 8/8/87:,0900,,1111 
41 
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for repairs to two key municipal markets, and for much needed 
emergency equipment for the water authority. Also, five 
resettl-cment projects for approximately 2,000 families, for 
whom return to their former locations is impossible, will be 
completed by provision of infrastructure and minimum housing 
and/or building materials Drovided via credit. A final element 
is financing of project supoort requirements for one key GOES 
implementing agency and the Mission tn assure adequate capacity 
to manage this extensive program. 

The estimated life of proj,'ct fuinding fr(om AI) for the Project 
is $75 million in E'SF over a 36 month period. Although GOES 
counterpart is not specifical.ly requi red, it is expected to 
provide in-kind support.. Al so PVO resources will be applied to 
the Project. 

II. PROJECT BACKGROUIlJI) ANI) PROGRAM ['ACTORS 

A. The Earthquake 

On October 10, '1986, it LI:J.9 a .m. tlie San Salvador 
metropolitan area (SSMA) was struck by a major earthquake 
measuring 5.4 on the Richter scale which caused massive damage 
and destruction of infrastructure, houses, public services, 
buildings, and private enterprises. Approximately 1,400 people 

died, 20,000 were injure(!, and an Cstjmated 250,000 to 350,000 
were left homeless. Thc untisually hich level of damage for the 
magnitude of the quake waS (Iue to the Location of the epicenter 
directly beneath the ci t'!, it shall ow depth and the high 
vertical acccleraftion whJcuP c.n-uoed 

The total damage h hei.,n mted by the GOES at tl.030 
billion, which is equivalent to about one quarter of the 1986 
GDP. AID's initial assessment, carried out in November,1986, 
estimated damages it% J;i321 mil.lion, :;230 million to the public 
sector and ( 591 million to the pri.vate sector. Since that. 
time, another and more detailed analysis performed by CEPAL 
(Economic Commission for Latii America) placed damages at .874 
million. 

Descriptions of damages and estimated valu2, by general
 
category, from the CEPAL assessments are summarized in Annex
 
No. 2.
 

B. Broader Consequences of the Earth quake.
 

The massive and costly damage of the earthquake further 

compounded El Salvador's already serious economic problems. 
Coming after seven years of civil conflict, stalled recovery, 
high inflation and reduced investment, it places another burden 
cnn \ country already short of needed resources t: care for 

8/8/37:0900
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nomaYees e~od-ion -of El SalIvador.'s 'economy _may, be 
notd, nte Mssjfl~l98]~.D.Whi le the, economny's 'growth 

1985 amounted to 2.3%~and. 2.0%, repectively, it,'
l 4nand 


than iexpected gi"Arv U.S.',economic assistance and the
 wa s owr~ 

saw GDP decrease b
deth ofis17vj8 eeso hich 


~23%.. Many other~ econoic-indicators priorto.the earthquake, 

Thf I t on averaged
Signs~of economic deteridratiol.~ Ini .1986, 

,1% by thei GOES'..
32%, with real GDPA got'etimted at 

probems.§ 'Already~stretchedSThe .earthquake compounded _these 
fades,. arehabilitaLion afldreconP'tiuctionSthin, threcount ry Many government. gnislsLi '$ ilo. 


>

their buildings, seriousily'impairing theIr'productivityi the 
~7~I daagetoLc~sr~ie~nra~rU~ure ~negatively affect'ed ,thep 2+>
 

'financial deficits whichmaly,entities providing these 
services 


hi O~~ fA.~
already runningi.a~adtosnd5ls 

Swere 


emplymet or their hiomes. 

affected the poorest~sections of~the ciySThemao dmgs 

Conceci'n
opoedo Lourdes,, Santa AnitalThseaea. 


Jaacinto,, Mejicanlos, San'iarcos, Ciudad' e'd and
 
center -- formed~the~cu~at~ncigo, ~ d1~ a~~ he city 

into' the. metropolitan2;:which h~ave grownorig'inal"s'ettemeflts Of Aplaced theimediankincomle are a. A socio-economic~survey 
famiy had iAthe center city at 0538/month,,or,$1Q7. 

persons., Shelter114
edia family.,size was'deterind to~be4.5 5 

6r. ~$19,~aiis vrgd 93/monh , 4~~ 
payments padb~hs The'.majority o~ 

wit hosn~nsbtnadde-iguis6 

;~ 

-

thsfamilies~ worked asunski lled ~commerciaJ. help, 

dinesticse ,,or--in imicr/snm1l :lnlaborers,~ .~,~.,,con'strLidfl been bort1his8ara because,,-they.,hadbusinsses'V-.hey #Jived ,in 
they had found7

there, because :they work~ed there;, 'or because 

basic public services in the neighborho6d.~ Most, did notow 

anal depended heavily of publictLransport.>
cars 

~was


The, earthquake ]profoundly affected their lives.~ Work 
_- uch asI~W
 

Sdisrupted, or .lost,.housing destroyed, 'andservice 1< 
santar, md'-cal~andf~fod distribution -- severely 

by,mid-198V. the".USAID recoveryprogram
diminished.; 'Although 

30100O0families and
 haddistributed shielter 'materials ,to over 

600 a massive problemin


~4 hiiing: repa r loans to ante 
 4
 
~ ~remains in restoring nAormalcy to their lives. 

8/8/p7:090
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C. GOES Strategy
 

1. Immediate, Emergency Action
 

The GOES's reaction to the earthquake was immediate and
 
positive. 
 Within hours after the disaster, the President
 
formed a Crisis Commission, composed of members of 
the Cabinet,
the Armed Forces and 
the private sector to coordinate and
 
monitor the emergency relief effort. 
 In an attempt to build

linkages that had heretofore not existed, the GOES turned to
 
the private sector to assist in 
receiving and accounting for
all international contributions of material and money. Hence,

COEDA, the Entrepreneurial Committee for Relief Assistance was
 
formed. At the same time, by Executive Decree, COMFIEN, the
 
Finance Committee for the National Emergency, made up of 
two

representatives from COEDA and 
the Minister of Finance, was
 
created. USAID financed the services of Arthur Young and

Associates 
for the COMFIEN, to be in charge of daily accounting

and computer recording of 
relief goods and materials. Working

with the Mayor's Office arid 
the GOES, the private sector
 
succeeded in providing emergency supplies collected within the

community, conducting 
a national telethon, and in distributing
 
emergency supplies such as 
food, medicines and plastic sheets
 
for tents 
to 216 public and private institutions and
 
communities for further distribution to ea-thquake victims
 
within 20 day,, of the disaster.
 

Between October 11 and December 3, with the majority occuring

in the first three weeks of the earthquake's aftermath, 313

flights from the international community brought donations to
 
El Salvador. 
 144 of the flights were from the US. Fifty-nine

overland shipments were received as 
well. In addition, 13
 
countries immediately sent professional search and 
rescue teams
 
to assist in locating survivors or victims in collapsed

buildings or hillsides; for example, the Metro-Dade rescue team

pulled 33 victims out of the Ruben Dario Building. Health,

feeding, and sheL.ter supplies, coupled with equipment and

materials of all discriptions, provided concrete testimony of
 
international concern.
 

2. Short Term Recovery Efforts.
 

The GOES strategy for the recovery phase was to inject
 
resources into the disaster 
area. 
 Thus, by early November, the

Government turned its attention to short-term recovery efforts,

including an attempt to meet some of 
the more critical needs in
 
housing, restoration of public sector services 
(electricity,

water, health, and education), rubble clean-up, and
 
reactivation of private businesses destroyed by the quake, at
 
least in a provisional manner. 
 To foster a newly created sense
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ofnational 'uni y, a Cmulti-sec, oraJ. entity, theMetrpolitan 
Committee forL Reconstruction '(CREM) ,waspestablshed ~to 

Coordi-a t e-and --execu tee s eprog7a s__his-om t 
consisted of representatives fromi the San .lao ao' 
Of fie~ ~e private the n ' thsctr are r'esalvaor' and's 


as 	tehnial dministrative- support staf fGOES aswel nd 	 4
 
4C4:CrTo,,obtains the'-funds fecesdarylto"iimeet, short-,t,,rm needs, key 

mini stersafidthe President, acivl sogtnernt< 
-Further, existing projects !of other 'internatioa-l and 

Ssuipport. 


-~-4bilateral donors were reprogrammed to reet'disaster related' 

~<~ 	 ~Creconstruction/repair 'needs. 


,4-	The. US prayed, to ble the major provider.of short term .recovery 
4assistance.~ Rai~ apoa:oa$0mlingrtfor recovery 
as.sistance assure(! theGOES of;'a way~$to respond to needs~ such 

as rubble clean-up,jtemporary.,sheiter,.ald>much needed, 
patchwork and, repairs -for~criticl servic e -restoration -The. 

'C 	

USAI1D prgra is more.:fullydsrie in'Annx3 t r 

assfoist'i.ae, 'eia asth promise of l'10'00prefabricated-*houses~ 
-------------------- prefabricated structures~for~schools~frpm------

Mexico,iand: various mtrasdndo 	 have proven to be'too 
li.,ttle-too late,-exept for such noLable example'z as CARE afnd 

CABEI material- donations. Tmoaysltosfrhat	 

' 

aid from' France, LChile,C'ahd West Ge'rmanyj
 
assisted in resolvin'g someijm edia'te'needs5until permanent 


'~facilities:,through 


-CC 

CC 	 '~~ 3. Long Term Strategy.-

The GOES economic, program. for-.1987 relcsa strategy4 tobui-ld'-i 

upon theuIeme'gencJ.andnartr recovery~~effortsread to 
C-the 'earthquake to create a basis fo'jbanaicm 	 rowth""in 

San Salvador., As- stated in~ the' Plan,, it is intended ~ Ito 

transf arm,,the. pysiclaj], . ecntuto ' t 
CC~'~~ 

' growth 'engine;.for the'country. Te - enet p-oe4) 
B~T'supprt'i-ho'se,,sectors related to recon~structian~ in> an efotl-

C' Cg.provide. more "Jobs and stmulate demandJ'for gods 
p'outoc osrcingoods'and related~materials. The4 

CCCJ 

CCCA
 

GOES~~ ~ ~ ~alopooe 	 ,.re'd6ivstetporm projectsC~ 
C"~~ considered' 4key for metropoJ4itan area :reconstruct ion. In- " 

*addition 1{a simple construction,, the'CGOES.,contemplates th 
landt enancy, land C'!C~.~~related'-necessit'ies orincome generation', 

>4a'',egrpicel.Ct'n
use, cdmmunity participatia 


CCC'CC-Assaed by heGE,.the .enormous destruction offers the 
theur 	 riksanESe u
to, ake ' si~ep's:,to.' reduce f rss'n speupC;<

C,Copportunity 

this -regard i~s'4 !"tdeypr'oe'ikegionaL deve lapment .. The., 
' t~ 	 regional -development areas ~by providing-to 9ZdImulat~eTnew 

inf rastrutcture, '6rd' tiy anld: social projects, andy land toCthe,~C~ 
ci-izenry. ~-The target, areas praposed 4are those-just nrho 

'4- '~ ~'' SanCSl,vadoi-i'-5uch as Apopa,' Nejapa, and Qtiezaltepeque T. 


-
C 	 C -8C87,4''49.C 4
 ~ ~ -- 4" '',C 
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The GOES strategy for the medium to longer term reconstruction
 
period has thus become one of reducing population concentration
 
in the high density areas by increasing accessibility and
 
services in areas north of San Salvador. This strategy is an
 
ougrowth of physical urban planning efforts developed in the
 
1960's and 1970's, but largely ignored due to lack of resources
 
and civil war unrest. The plan is to provide, over time, a
 
road network around the northern environs of San Salvador which
 
connects with the Pan American highway, both east and north of
 
the city, prior to the highway's intersection with Lhe current
 
urban area. That particular direction is favored for growth as
 
it is viewed by the GOES as being less environmentally
 
sensitive, with soils more suitable for development than other
 
areas. Provision of infrastructure, historically concentrated
 
on the east-west corridor, to the northern sectors of the
 
metropolitan area is believed to allow for gradual development
 
which will alleviate current population pressures.
 

While the GOES considers the establishment of a northern magnet
 
for population growth as a means of lessening current pressures
 
in the urban hub, it also concedes that the success of this
 
strategy is problematical and mid-range, depending on new job
 
creation and adequate investments in roads and infrastructure.
 
IBRD and Italian assistance is counted on for starting up this
 
effort. In the meantime, public land offerings, siting for
 
donor-provided housing, and publicity campaigns have been
 
initiated to increase awarel.ess of this strategy element. 

For more immediate needs, the GOES recognizes on-site
 
reconstruction in the damaged areas as essential for
 
restoration of jobs, commercial activity, and social cohesion.
 
With an eye to minimize future catastrophies, the GOES plans to
 
temper on-site reconstruction with tougher building standards
 
and designs which lower or mainLain density in heavily 
concentrated inner city residential areas. ( See Section II D 
below). 

D. Construction Standards and Urban Planning
 

The historical evidence on urbanization standards, the seismic 
design standards currently in use, the review procedures to 
assure compliance, the work underway on seismic risk analysis, 
the situation as concerns informal construction, and the 
situation concerning building materials are dealt with in 
detail in Annex No. 4. The various standards and procedures in 
place are found to be satisfactory as concerns execution of
 
this Project. However, since the seismic risk analysis work
 
underway by the USGS will take time to compete, it is proposed
 
to include a covenant in the Project Agreement to the effect 
that the GOES will enforce the Provisional Seismic Design Code, 
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put into effect in November, 1986, throughout the period 

necessary to finalize a code based upon the conclusions and 

recommendations of new seismic studies, and thereafter, put 

into effect and enforce a new permanent code. A second
 

covenant concerning building materials will also be
 

incorporated into the Project Agreement providing that asbestos
 

containing building materials will be prohibited in any
 

construction financed from this Project.
 

E. Demolition Situation
 

Since the AII)/Washington guidance cable rejected the proposed
 

demolition program and restricted demolition efforts to only
 

those buildings where project funds would be used for 
develop thereconstruction, USAID has not required the GOES to 


same level of statistics on this subject as would be required
 

were a discrete
if demolition financing per se included as 


Project component. However, as an integral part of the overall
 

reconstruction efforts of the GOES, USAID is still aware of the
 

tremendous job still facing the country with regard to 

clean-up, because of the public safety problem, economic
 

development implications, and the adverse psychological
 
so much
consequences of living in an area depicting 


destruction.
 

readily available on the demolition
Such information as is 


found in Annex No. 5. This data indicates that
situation is 

there has been considerable progress made by both the public
 

and private sectors in the past six months, and that although
 

work still remains to be done, the authorities seem to have the
 

situation under control.
 

F. Capacity of the Construction Sector
 

No formal survey has been commissioned by the Mission to
 

develop a snapshot of the capacity of the construction sector
 

to cope with the demands being made upon it as a consequence of
 

the earthquake. It has also proved impossible to secure
 

quantitative data from the Chamber of Construction
 

from other industry sources.
Enterprises, (CASALCO), or 

on interviews with knowledgeable persons,
Nevertheless, based 


it has been possible to formulate assumptions, albeit somewhat
 

subjective, of the capacity of this sector to deal with
 

The results of these interviews are
reconstruction problems. 


shown in Annex No. 6, where the situation as regards A&E Firms,
 

Spare Parts, and Building
Construction Firms, Equipment and 


Materials is described. While some problems are noted,
 

especially skilled labor and availability of spare parts, the
 

overall conclusion is that the local construction sector will
 

be able to respond to the requirements of this Project.
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G. 	Other Donor Activities and their Relationship to the
 
Project
 

The 	 immediate, emergency response of the international 
community to the earthquake has been summarized above in
 
Section IICI. In connection with the longer term
 
reconstruction requirements, the GOES continues to solicit
 
economic assistance from friendly governments and international
 
institutions with considerable success. It has followed up
 
initial contacts with Missions to Europe, Latin America, the
 
Far 	East and the UN. The focus of these Missions has been
 
broad, with about the same initial requests being made to all
 
listeners. It has fallen to SETEFE (Secretariat of External
 
Financing) in the Ministry of Planning to coordinate donor
 
responses and program resource allocations. While the
 
magnitude of assistance which countries and donor agencies have
 
expressed interest in providing to El Salvador has considerable
 
potential for economic revitalization, initial reconstruction
 
planning by both the Mission and the GOES has been somewhat
 
complicated by the sheer number and variety of donors,
 
including local, national, and international governmental and
 
private organizations.
 

As a precondition for IBRD reconstruction assistance, the
 
Planning Ministry (MIPLAN) is in the process of creating a new
 
Directorate General for Earthquake Reconstruction which will be
 
responsible for overall coordination of the reconstruction
 
'fort, including external asistance. It is hoped that this
 
rw Directorate will provide a forum for donor coordination.
 

In the interim, and to ensure complementarity of resources,
 
USAID has interacted closely with SETEFE and key Ministries in
 
developing this project. Also, all major players with teams 
or
 
permanent missions in El Salvador, such as 
the IDB, the Italian
 
Government and the IBRD, have been continually sounded out
 
during the development of the project. When conflicts or
 
duplication of funding has been noted, such as the
 
reconstruction of the judicial courts, the Mission has
 
considered itself as "the donor of last resort" so as not to
 
-rejudice other donors or cause the possible loss of those
 
f.unds to El Salvador. As a result of this approach, some
 
activities described for possible AID financing in the PID have
 
been eliminated from further consideration, e.g. microbusiness
 
,-edit, and public building reconstruction. Other activities,
 
e.g. the repair of the San Salvador-Comalapa airport road, have
 
been included. In one instance, condominium solutions for
 
meson users, we will be attempting to achieve parallel
 
financing terms and conditions with the IBRD.
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As of July, 1987, the Mission had reached conceptual agreement
 
with the major donors on program content and had provided
 
SETEFE with a specific list of activities which it proposed to
 

be financed under this project. The relationship of this
 

projecL to the promised assistance from other donors can be
 
seen in the following table.
 

EL SALVADOR EARTHQUAKE 
INTERNATIONAL DONOR RESPONSE 

( MILLIONS OF DOLLARS ) 

UTIL COMM PUB OTH TOTAL
SHELTER EDUC HEALTH 

IND 
 BLD
 

CEPAL DAMAGE EST 234 62 97 107 207 53 114 874
 

DONORS (JULY,1987) 
IBRD 20 12 - 4 12 14 40 102 

FRG 2 - 15 - 1 - - 18 

IDB 5 - 3 19 2 - - 29 

ITALY 22 - 32 20 3 - 23 100 

FRANCE - - 20 16 - - - 36 

EEC - - 8 - - 8 

CABEI 8 - .- - 8 

GUATEMALA 2 - - - - - 2 

SUBTOTAL 59 T-2 7-8 59 18 14 6-3 303 

189 39 51 571
UNFINANCED DAMAGE 175 50 19 48 


2 12 1 2 50
AID RECOVERY* 28 3 1 

8 75
AID RECONSTRUCTION* 35 16 4 2 8 2 


GOES NEEDS 112 31 14 44 169 36 42 446
 

Summary descriptions of the assistance contemplated by each donor
 

is shown in Annex No. 7.
 

* Note: Includes credit lines. 

H. U.S. Assistance and Relationship to Country Strategy
 

The U.S. response to the disaster was immediate and U.S. 

support has been sustained throughout the crisis. A.I.D.'s 

assistance has been three phased - emergency relief, short-term 

recovery, and the longer term rehabilitation and reconstruction
 

for which this Project is designed.
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1. Emergency Relief
 

On the day of the earthquake, the U.S. Ambassador formally

declared a disaster, triggering emergency operations, including

several helicopters carrying medical supplies, 
more than 60
 
flights with other relief supplies, equipment, food, a military
medical team and search and 
rescue teams from the Department of

Defense and Dade County, Florida. 
 U.S. emergency contributions

in the five week period after the earthquake totalled ,2.9

million. In addition, spare parts for CEL, ANDA, and CAESS
 
were purchased under the Public Services Restoration Project.
 

2. Short Term Recovery
 

Within days of the disaster, the U.S. began planning for 
the
second phase: meeting short-term requirements for restoring

basic services and infrastructure to functional status. 
 After
 
intense negotiations with the GOES, 
the t50 million Earthquake

Recovery Project (519-0331) was signed on November 21, 
1986.
 
The U.S. ecovery effort, which has had an 
important impact
upon meeting basic human necessities and beginning economic
 
revival 
in the disaster area, is summarized in Annex 3.
 

3. Reconstruction Assistance
 

This project continues 
the provision of basic assistance for
economic and social recovery initiated through the relief and
 
recovery efforts. The proposed project, while limited strictly

to dealing with problems caused by and directly related to the

earthquake, fits neatly and directly into the Country Strategy

of economic stabilization and economic reactivation. 
By

assisting 
small and medium businesses 
to restore themselves to
their pre-earthquake condition, it will advance those Country

Strategy objectives. Similarly, by assisting low income groups
to resolve their housing, education, and health care 
problems,

the democratic process of government is strengthened. In
general, the Project is designed to provide critical support in
those sectors that are key to mitigating the adverse impact of
the disaster in terms of achieving economic and social
 
stabilization.
 

The majority of Salvadorans most directly affected by the
 
earthquake are lower income iadividuals. They will be the

principal beneficiaries of 
the proposed Project. Under the

housing component, home owners will be provided limited credit

for repair or rebuilding their houses. 
Credit will also enable

former renters to purchase dwellings, and homeless families
will be able to relocate. Credit will also be 
channeled to
 
small and medium businesses, which traditionally have limited
 
access to 
financing through the commercial banking system.
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Thus, credit assistance will expand the availablity of shelter,
 
provide income, and restore jobs to thousands of lower-income
 
Salvadorans in the SSMA.
 

III. 	PROJECT DESCRIP'TION
 

A. Goal and Purpose
 

The Project goal is to assist El Salvador to restore the
 
standard of living of individuals affected by the disaster in
 
order to maintain economic and social stability.
 

The Project purpose is to assist the Government and private
 
sector of El Salvador to reconstruct and rehabilitate housing,
 
vital social infrastructure and businesses as well as restore
 
basic services to persons, part icu]larly those of lower income,
 
affected by the October I0 earthquake.
 

B. Concept ual Framework for Project Paper Development
 

The projec: is designed to comply with the following criteria:
 

I. 	 Any use of project funds must be limited to, and 
directly related to, re, toring services and/or 
resolving prolalms created by the October 10 
earthquake 

2. 	 Recog iii zing that the needs generated by the earthquake 
are well heyond the magnitude of available external 
resources, to limi t project activities to those which 
both the Mission and the GOES consider to be of high
 
priority in terms of assisting the lower income groups
 
in the SSMA.
 

3. 	 Given that by the time funds become available for
 

expenditure under this project, over one year will
 
have elapsed since the earthquake, to design the
 
project and it s implementation mechanisms to follow as 
closely as possible normal AID guidelines, rules and
 
regulations rather than emergency procedures. At the
 
same 	time, the lessons learned under the Recovery
 
Project (519-0331) will be taken into account, and 
such procurement, contracting, and financial 
management procedures as were developed in response to 
the emergency, that are applicable to the components 
of the project, wi1[ be kept in place and funded under 
the project., 
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4. 	 To act as the donor of last resort and to avoid joint
 
financing activities.
 

5. 	 To design the components of the project and the
 
administrative support requirements for execution as
 
one shot operations, i.e. to get in and out as quickly
 
as possible, and to get the physical work completed
 
without any particular consideration of the 
institutional development potentiality of the
 
activities.
 

6. 	 To limit any support and/or financing of GOES agencies
 
involved in project execution strictly to what is
 
required to get this particular project accomplished
 
and to ensire that such financing does not distort
 
normal GOES salary scales. To the extent that any
 
institutional development results, it will be
 
coincidental and not deliberately planned.
 

7. 	 To define the various components in such a way that
 
misconceptions and political pressures for eleventh
 
hour changes are minimized. With this in mind, it is
 
intended to keep the number of discrete components
 
down, and to assist the GOES to prepare as many as
 
possible of the operational documents that will be
 
required to meet C.P.s between now and the
 
ratification of the Project Agreement.
 

9. 	 Attention will be paid to questions of equity, social
 
situation improvement and similar concerns, but only
 
to the extent that those concerns can be accomodated
 
easily within the overriding objective of getting the
 
reconstruction work done as easily and as quickly as
 
possible.
 

9. 	 Private sector entities will be used for execution,
 
wherever feasible.
 

C. Credit Component 

1 	 -Overview of Financial intermediation System
 

The fi:amework within which the credit component of this Project
 
will operate is described in Annex 8 in terms of the
 
in:.titutions, the general characteristics of the system and the
 
current situation as regards liquidity, interest rates, margins
 
and similar factors.
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Streatment of institutionsis of a~summary nature,.except 
where -tho6se-which Will"'be involved inPreceeutoae 

more detailed and includes the~ '"Sconcerned. Here the data is 

results of recent Price Waterhouse,evaluatiols of the 'financial
 

~,.«administrationl capacity'aA'1/or performance of each financial
 
intermediary which will be involved in the Project.' For
 
housing cr~edit, the concerned institutions (FNV and the S&Ls)
 
were all found ,to have acceptable levels of capacity., For
 
busines s/social services credit, both governmental financial
 

.intermediaries (FIGAPE and BANAFI) were also found to have 

acceptable levels of capacity. Some problems were detected
 
with the performance of the commercial banks. Remedial
 
measures proposed will be described in the section dealing with
 
this sub-component (Section 111C4).
 

2~. General Concepts Governing Credit Criteria' for this 

Ther areProjecto hchhv 

Thr aeseveral general concepts whc aeinfluenced the 
design of the credit components proposed under this project. 
The specifics are detailed below in Sections IIIC 3 and 4 and 
Annexes 9 and 10 for each of the several lines contemplated and 
they differ one from the other. However, all.were conceived 
adnegotiated with the GOES in the context .Df an overall set
 

of concepts for the use of Project funds. These are as follows:.
 

a.~ Only physical' or legal persons who suffered
 
damage from the earthquake will be eligible for credit.
 

b. only repair and replacement (reconstruction), of
 
buildings damaged and/or dsrydby th earthquake,
 

andto on the same sites, will"'be'heextntfeasible, 
financed. Quality improvement and upgrading will be
 

,limited to such improvements as meet simple, 

comimon-sense te'sts' of practicality, e.g. in the
 
'context of rebuilding apartments, to >acceptN individual
 
rather than communal~ sanitary installations where 
financial limits permit this type of iuiprovementi,,or
 

replacing a structurally unsound ceiling with one
 
better able to,,resist future seismic disturbances.
 

C.,, To limit financing of equipment to replacement
 
needs,.but again applying the~rule of reason'to:,~
 

'upgrading, e.g. replacing an outdated piece of, ~ 

laboratory equipment with a more modern version. 

' 
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d. To attempt to tailor interest rates, grace periods and
 
length of loans to the ability to pay of a given target
 
group, rather than to prevailing market rates and terms,
 
but to approach as close as possible to market rates.
 

e. To deal with any necessary subsidy aspect of a given
 
line of credit through adjustments in the interest rate and
 
other repayment terms, rather than via an up front
 
percentage of cost subsidy. The latter alternative runs
 
counter to GOES policy, which fears setting precedents in
 
this regard, and thus is not negotiable.
 

f. Not to seek to introduce maintenance of value
 
conditions on credit. provided under the Project. While some
 
form of indexing is probably a necessary reform for El
 
Salvador's credit system, using earthquake recovery needs
 
of the very poor as the entering wedge seems to be poor
 
public policy.
 

g. To avoid utilizing existing BCR credit lines, even
 

those that deal with the target groups under this project,
 
in order to assure that the use of funds can be accounted
 
for and traced back to earthquake victims.
 

The terms and conditions established for the credit components
 
resulted from careful analysis and evaluations of the capacity to
 
repay of target groups. Careful negotiations with the Central
 
Reserve Bank, the National Housing Finance Company, the Vice
 
Ministry of Housing and Urban Development, and the Ministry of
 
Planning allowed USAID to arrive at the negotiated terms and
 
conditions presented in the Project Paper. Specific studies
 
performed for the Mission, e.g., T.M. Solo-Meson study; PADCO Report
 
on Meson Reconstruction Standards an Affordability; El Salvador
 
Shelter Sector Assessment; Vice Ministry of Housing's Beneficiary
 
Survey; and surveys and reports on commercial credit prepared under
 
contract to the Mission, provided the guidelines for Mission
 
negotiations of acceptable terms and conditions.
 

3. Housing Credit Component
 

Annex No. 9 provides a detailed description of the background,
 
rationale, demand, terms and conditions and other aspects of this
 
component. There will be three sub-components, each of which will
 
have different terms and conditions, as described in Annex No. 9,
 
but will be handled through one consolidated line of credit which
 
will provide that the amounts programmed for each subcomponent will
 
be reserved for application to each target group for a period of 6
 
months. If at the end of that period, sufficient credit
 
applications to fully utilize programmed funds have not been
 
received for a given subcomponent, the remaining funds will become
 
available for use in either or both of the other subcomponents at
 
the request of the Grantee. These subcomponents are:
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(1) 	 Repair/Reconstruction of Housing
 

to
This subcomponent will provide mortgage credit 

are
approximately 5,000 individuals or families who 


owners or who have lease/purchase agreements for either
 

single family houses or condominium apartments in order
 

that 	 they may repair damages or rebuild their homes on 

site. credit to owners of single family rental 

property is included in this category. tl8 million is 

progra mied for Lhis subcomi)one tt. 

(2) 	 Reconst ruction/Rehabi 1-i tat ion of Mesones for Rental 

Housing 

This suibcomponent will. provile mortgage credit to 
meson owners, who may or may not inhabit part of the 

meson, and who wish to repair or rebuild for rental 
purposes. $5 miLlion is programmed to benefit 
approximately 1,300 eligible families. 

(3) 	 Construction of New, Low Cost, Condominium Type 

Apartments to Replace Mesones
 

This subcomponent will provide construction and 

mortgage credit to families who were renters or 

dwellers in mesones prior to the earthquake who will 

still be able to occupy those or near by properties via 

purchase irrangements. 7 million is programmed to 

meet 	the shelter needs of approximately 1,700 eligible
 

meson families. 

Financial Intermediation for Housing Credit 

will 	 flow from MIPLAN through the BCR,All housing credit funds 
acting as a fiscal agent only, to the FNV, which will serve as
 

it, in tuzn, will make to the
intermediary monitor for the loans 


eight S&Ls for onlending to project beneficiary target groups.
 

The S&Ls will be the owners of the mortgages and will be
 
the FNV of the full amount borrowed
responsible for repayment to 

flow 	back to the BCR Into a specialfrom it. The repayment will 


The refiows will bo
FNV account established under the program. 
as agreed
available for other operations in the housing sector 


the Grantee and A.I.D. The Memoranda ofto between 
(MOU) between MIPLAN and the FNV will establishUnderstanding 

the basis on which finds are to be transferred, and will specify 

interest rate structure, margins allowed, exemptions from
 

portfolio, mortgage requirements, and other pertinent
 
interest rate structure, margins and other
requirements. The 

line 	of credit are covered in Annex No. 9.
aspects of this 

the fact that they have been negotiated
However, in spite of 


VMVDU and the BCR, they should be regarded aswith the 

approved by the BCR Board.
illustrative until they have been 
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The FNV will be responsible for establishing overall credit
 
policies/criteria for component lending and specific
 
regulations, systems and procedures for the administration and
 
management of each credit subcomponent by the participating
 
savings and loan associations and for monitoring and evaluating
 
S & L performance during implementation. 

The S&Ls will be indi.vidually responsible for: administration of
 
subcomponent credit lines approved by FNV; promoting and
 
receiving credit applications; preparing periodic reports on the
 
credit line as requested by FNV; presenting all requests for
 
project financing to the FNV for review and approval; disbursing
 
approved credit in installments based on the value of work
 
completed and materials stored; securing appropriate collateral;
 
and administering the mortgage portfolios.
 

A Condition Precedent for this component will provide that prior
 
to any disbursement, the letters of agreement between
 
SETEFE/BCR, BCR and FNV, and FNV and each S&L, which will cover
 
the specific terms of the above responsibilities and procedures,
 
including standard contract formats, moist be approved by A.I.D.
 
Efforts will be made to have this material prepared and agreed
 
upon by all agencies involved, and ready for formal action
 
immediately after ratification.
 

The BCR will not charge for its administrative and oversight
 
responsibilities for the housing credit component. The FNV will
 
receive one percentage point for its services. The difference
 
between the interest the borrower pays and the 4 or 5 percentage
 
points allowed to the S&L for its costs and profit will be
 
passed back to the FNV's account in the BCR. In addition, the
 
S&Ls will be allowed to charge or deduct from each loan, a one
 
time closing commission of 3% of the loan for repayment risk.
 
The S&L may also charge a 1% up front commission for inspection,
 
either as a payment or as a deduction from the loan. 

Staff Support for VMVDU
 

Due to the increased work load and responsibilities of the VMVDU
 
stemming from various shelter components of the Earthquake
 
Reconstruction Project, additional management staff will be
 
funded by the Project to assist the Vice Minister in all phases
 
of project management.
 

Two full time experienced management professionals will be
 
contracted by VMVDW for a three year period. These
 
professionals will report directly to the Vice Minister who will
 
delegate specific management actions to each. The contracted
 
staff will act specifically on earthquake reconstruction matters
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involving implementation, procedures, approvals, policy issues
 
and conflicts, and to assure actions are taken on a timely
 
basis.
 

USAID Monitoring Arrangements and Requirements
 

The USA[D's office of Housing and Urban Development (HUD) will
 

be responsible for first line monitoring of all aspects of the
 
operation and implementation of the Housing Credit Component.
 
HUD will monitor housing credit activities within the FNV and
 
each Savings and Loan, coordinate housing credit actions with
 
the VMVDU, review all progress reports and take actions required 

to assure that project funds are used according to the terms of 

the project agreement. 

To carry out these activities a full time housing finance 
monitor will be contracted with project funds, and will work 

under the direction of the HUD Office Chief to follow day to day 

operations of the FNV-S&L operations. Other monitoring 
requirements will be handled by existing HUD staff.
 

Cash Disbursement/Utilization Schedule 

Disbursements of funds for the housing credit component will be 
made in advances based on estimates of needs for cash to fund 
disbursements on approved loans by the S&L system. An initial 

advance of 13 million (10% of total housing credit line) will be 

made when all conditions precedent for disbursements have been 
fulfilled by the GOES. This is estimated to be a reasonable
 

amount to allow sufficient liquity at both the FNV and the S&L 
system level to cover early loan approvals. Given the
 

experience with the credit line for repair of housing under the 

Recovery Project, where the entire banking system was involved,
 
and taking into account that the housing credit component will 

now also include credit For constructing new housing projects
 

that will take longer to prepare for credit approval, 
disbursements are estimated to average P' million monthly. All
 

funds would then be advanced in a 28 month period, i.e. 
a
 

first month advance plus 27 monthly advances of 11 million
 

each. Final liquidations would be presented starting 
approximately three months after the initial advance and
 

continuing until approximately four months after the final
 

advance.
 

4. Business/Social Services Credit Component.
 

A second credit component to be administered through the Central
 

Bank pertain - to credit required to regai. normalcy in the
 

provision of education, health and business output and services
 

in the private sector. For this credit component, the Central
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Bank would discount funds to the nine commercial banks that
 

participated in the Recovery Program credit lines; and to the
 

Banco Hipotecario, FIGAPE and BANAFI, the National Bank for
 
use
Industrial Development. The Central Bank would supervise the 


of these credits, provide audits certified by the 

Superintendencia of the banking system, and would provide AID 

with monthly progress reports. 

Demand analysis for these three private sector credit users is
 

shown in Annex 10, together with data on eligibility criteria,
 

terms and conditions, margins and commissions and other relevant
 

matters. Flowing from the demand analysis, very conservative
 
amounts of 02 million for private health services, t4 millon
 

for private schools, and ,; million for small and medium 

commercial and service establishments have been programmed. 

Overall Management of the C.redit Linic 

The three different types ot be;,ef i-aries lescribed above will 

be handled through one consol idated Line )fU credit which will 

provide that the amount programmed for each suibcomponent will be 

reserved for application to each target 3roup for a period of 4
 

months. If .at the end of that period, suffU.icient credit
 

applications to fully utilize programmed funds have not been
 
received for a given subcomponent, the remaining funds will
 

become available for use in either er both of the other
 

subcomponents, at the request of the Grantee.
 

The consolidated line of crediL will be mnaged by the BCR.
 

Provision will be made in a Memorandum of Understanding (MOU)
 

between MIPLAN and the BCR that AID payments will be
 

antomatical.y transferred to a 13CR Special Account used
 

exclusively for the purposes outined above. This MOU will also
 

specify:
 

i. That the Li nanci a intermedi.aries with access to the 

credit line are limited to the 9 commercial banks which
 
participated in the Recovery Program, the Banco
 

Hipotecario, FIGAPE and BANAFI.
 

ii. 	 That the requirements placed on the commercial banks
 

by the BCR as concerns portfolio composition, will not
 
apply to this line of credic; it will, in effect, be
 

treated by both the BCR and the financial
 
intermediaries no a resource separate from the regular
 

credit system.
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authorized to
 That the financial intermediaries are
iii. 

up to 0500,000
 approve and finalize loans of 


ceview or approval by the
 ($100,000) without prior 

the financial
BCR; and that the amounts paid out by 


under this arrangement 	 will be
intermediaries 

them by the BCR within
rediscounted and reolenished to 

loan is found to not meet
7 working days, unless 	 the 

(The princirle has been agreed
established critelria. 

the BCR, but the amount for qhich approval i' 
to by 

delegated has yet to be negotiated)
 

iv. For loan applications over 500,000, prior approval 

by 	the BCR will be requir'eu. The MO'U will fix maximum 
this connection, the BCRtime periods for same. In 


to hiring 3 credit analysts forshould commit itself 
this line.exclusive dedication to credit 

of the -OCR for monitoring,v. The responsibility 
aswill also be covered in the MOU,reporting, etc. 

well. as terms and condi t. ions, 	 margins, eligibility 
1.0). Here again, while

criteria, etc. (see Ann(-< No. 
and margins have been discussedthe terms, conditions 

the BCR, they should be considered aswith 
by the BCR Board.areillustrttive until- 1-hey approved 

es tahlished that responsibility for
will. be 	 willvi. It 	 non etc. rest with the

imoroper loans, payment, 

that normal BCRfinancial intermediar:y, and 
the effect of bad loans will

regulations conceLnin,-
apply.
 

the present legal requirement that
 It had been proposed that 

have mortgage collateral will 	be
 all loans beyond 4 years must 

This important requirement has
this line of credit.
waived for 

They correctly point out that
 not been accepted by the BCR. 


each bank will have to 	determine what guarantees it will accept. 

A Condition Precedent will. be 	established providing that before
 

any disbursement under this component is made, the above MOU
 

and the relater <-egulations to be issued by the BCR to the
 
;: a r .e s will be prepared and 	approved by the
 '
financial inter:: di
 

Every effort will be
 
BCR Board and are satisfactory to A.I.D. 


made to have these documents prepared and 
agreed upon between
 

the Project Agreement, so that they
 now and the ratification of 
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can be formalized quickly after ratification. It should also
be noted that while the above topics have been discussed with
the BCR, it remains to negotiate them with MIPLAN, which will

be a party to the MOU. 

It is conceivable that funds may be used for 
the repair of
schools or 
medical facilities that have religious affiliations.

However, this does not result in prohibited assistance in
support of 
religious activities. The funds 
are being obligated
and channeled through the GOES, which is 
then making the funds
available under its own reconstruction program to the end
users. Additionally, the Central Bank's 
own credit policies
prohibit 
loans to religious organizations. Therefore, no 
funds
will be made available directly to a religious organization,

even 
for repair of eligible facilities. Civen the above
factors, in accordance with past analysis of similar issues by
the General Counsel's office, potential financing under this
component for the repair of institutions that have religious
affiliations does not create 
a legal problem.
 

2. GOES Monitoring Arrangements
 

The 3CR has proposed that 
the "Credit Agent" structure
developed for implementation and monitoring of supervised ruralcredit under Project 519-0307 be utilized or at least used as a
model for this line of credit. Under this system, AID pays for
several credit technicians located in the Credit Analysis
Department of the BCR and for 
credit promoters located in the

commercial banks.
 

This is not believed to be an appropriate arrangement.

Instead, it has been proposed to the BCR that whatever firm the
Mission uses for auditing and end use checking be charged with
inspecting and evaluating the performance of each intermediary
credit institution, initially once a month and at longer
intervals later on. 
 The criteria used would be the same or
similar to those used by Price Waterhouse and reported upon in
Annex No. 8. 
Based on these evaluations, the contractor would
inform the BCR of its 
findings and; (1) recommend needed
remediLl action to be enforced by the BCR; and (2) recommend
which credit intermediaries should receive the bonus 1% margin

described in Annex No. 10.
 

The BCR has not yet agreed to the above proposal and, while not
ruling it out, may counter propose giving this responsibility
to one of its existing Departments. This issue is not 
likely
to be resolved until the BCR has had an opportunity to study
and react to a complete draft of the MOU with MIPLAN.
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Mission Monitoring
 

The PRE Division of the Mission will be responsible for first
 

line monitoring. It will be necessary to provide this division
 

with an additional local employee for this purpose. This
 

individual should be brought on-board as quickly as possible.
 

Disbursement/Utilization Schedule
 

Based on experience with the Recovery Project credit line, and
 

the fact that amounts available have been set conservatively
 

below what the potential demand is expected to be, it is
 

believed that this should be a fast disbursing component of the
 

Project. We propose an initial advance of 10% of the funds for
 

the component, i.e. $1.4 million. We would expect the
 

remaining $ 12.6 million to be disbursed over an 18 to 20 month
 

period after ratification of the Grant Agreement, i.e. by July
 

or September, 1989.
 

D. Public Sector Services Component
 

1. construction/Upgrading of Public Schools
 

to the
ConsulLat-nn bcLween Lbe MOE and the Mission has led 


development of the following policy/criteria for the
 

determination of USAID activities under this project component:
 

i. The design work started under the Recovery Project
 

for the repair and reconstruction of the six large,
 

major institutes should be continued under the
 

Reconstruction Project and consequent construction
 

financed, in order to rapidly put the schools back into
 

service.
 

ii. Temporary classrooms constructed under the Recovery
 

Project should be converted to permanent structures
 

wherever possible, i.e. if they meet the criteria
 

indicated below.
 

iii. Priority would be given to basic education school
 

reconstruction needs, i.e. from kindergarten to 9th
 

grade, and one story schools will be built for this age
 

group when the land area permits reconstruction.
 

iv. Reconstruction will be concentrated in the
 

metropolitan area. However, in recognition of the growth
 

trends of the city, reconstruction in suitable downtown
 

sites will consider the tributary residential areas for
 

a particular school, so that if a portion of a school's
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population is a result of lack of facilities elsewhere,
 
the project would permit the funding of "swing"
 
classrooms in the tributary area rather than on the
 
original site if a number of factors allow, such as
 
available land, funds, and 
total student population

limits.
 

v. Decision on whether or 
not to upgrade temporary
 
classrooms where they now are or reconstruct
 
destroyed/damaged facilities on the 
same site will be
 
made after site visits and research has determined that
 
the land is under GOES control, e.g., owned or under
 
long term lease; that the site is not on a major fault
 
line; .;nd that the size and location of the site is
 
suitable for a school.
 

In addition to the six multi-story institutes mentioned above,
 
this component provides for:
 

upgrading from temporary to pe :manent status, up to
 
476 classrooms on 64 sites.
 

- reconstruction of 82 classrooms on 15 new sites.
 

rebuilding of 150 classrooms on existing sites.
 

Provision of furniture, etc. 
for all the above 708
 
classrooms.
 

Details on the rationale for the above, and on procurement

methods, is found in Annex No. 11. Contracting for the 6 major

institutes will be done via procedures to be agreed to between
 
the GOES and USAID, which is expected to be the standard CEA
 
procedure described in Annex No. 16. Contracting for primary

school construction may use an approved lottery procedure, also
 
described in Annex No. 16. 
 The MOE will be the implementing
 
agency in both instances. The A&E and administrative work for

both the primary schools and the institutes will be contracted
 
with one firm if possible.
 

Conditions Precedent to initial disbursement will be
 
established providing that Action Plans, satisfactory to AID,

will be prepared and approved by the pertinent GOES agencies.
 

First line Mission monitoring responsibility will rest with the
 
Office of Education and Training (OET). OET will receive
 
engineering support from IRD, but will also require additional
 
staff financed from Project funds, i.e., 
two local professional

PSCs and one adminsitrative level secretary.
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Cost and Implementation Schedule
 

The cost of reconstruction of the multi-story institutes is
 
estimated at 740,000. The estimate for primary school work is
 
$9.6 million. When these are added to the ,l.l million A&E and
 
administrative cost, the total comes to $11.1 million. It is
 
estimated that work will be completed by March, 1989 (see Annex
 
No. 11 schedules for details).
 

2. Municipal Market Repair
 

This component provides for the repair or reconstruction of the
 
two largest markets serving primarily low income group people:
 
The Central Market and the San Miguelito Market. Demolition
 
work and preliminary design work on one of the markets is being
 
financed under the Recovery Project. The details of the
 
damage, and the approach to repair or reconstruction are 
provided in Annex No. 12.
 

Implementing Agencies and Procedures 

The Municipality of San Salvador will be the executing agency
 
for this component of the Project and will receive and
 
administer the funds rec'eived from SETEFE for this purpose.
 
Language authorizing the Municipality to receive funds from the
 
Extra-ordinary budget, through which SETEFE-controlled funds
 
are managed, will have to be negotiated with the Ministry of
 
Finance. The preparation of scopes of work and specifications,
 
issuance of IFB's and contract negotiations will be carried out
 
in accordance with the procedures described in Annex No. 16 of
 
this document. Design and supervision of construction will be
 
carried out by a local A&E firm(s) and construction will be
 
carried out by a local construction contractor(s). Whether one
 
or more A&E or construction firms will be used will depend upon
 
whether both markets are ready for bidding at the same time,
 
the availability of contractors at time of bid, and whether the
 
GOES wants to diversify the work.
 

Materials and Equipment.
 

It is anticipated that all construction materials will be of
 
local source and origin. Only one restriction will be placed
 
upon the design engineer and covered by a Covenant in the
 
Project Agreement: that is, that no asbestos or building
 
materials containing asbestos will be used or funded by the
 
project. It is not envisioned that this will create any
 
problem for these two buildings. A locally produced fiber
 
cement. board is available for the low weight roofing material
 
and all filler walls probably will be composed of cement block,
 
a local standard.
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Also, approximately 42 municipally owned refrigerated display

units need to be replaced and will be provided under AID direct
 
procurement methods.
 

Cost and Timing.
 

The total estimated cost of this component is $1.4 million (see

Tables 3 and 4 of Annex No. 12). 
 The estimated completion date
 
is November, 1989 (see Tables 1 and 2 of Annex No. 12).
 

Mission Monitoring.
 

First line monitoring iresponsibility will be in the USAID/IRD
 
Office.
 

Conditions Precedent. 

An approved Action Plan, acceptable to AID, will be required
 
prior to initial disbursement for this component.
 

3. HIGHWAY RECONSTRUCTION
 

During the immediate aftermath of the earthquake, the major
 
lifeline for relief supplies was 
the Comalapa airport/San

Salvador divided highway (toll road). 
 Although the road was
 
damaged in numerous 
spots and lanes closed to traffic due to
 
landslides, the openings sufficient to allow one-way
were 

traffic. 
 The approach and abutment of one span of a small
 
bridge collapsed, but the other south-bound lane remained open

for traffic. Had the road been completely cut off, the only

alternatives for relief supply delivery would have been opening
 
up the military airport for commercial traffic, or the
 
transport of the supplies along a coastal road for 40
 
kilometers and then up a winding two-lane road to the city.
 

By mid-1987 the more serious obstructions were repaired on the
 
Swi Salvador-Comalapa highway, or 
temporary solutions found.
 
However, the beginning of the rainy season continues to cause
 
numerous landslides requiring daily clearing and the detour of
 
traffic to one 
lane in either direction. Should another
 
"r:thquake occur, there is little doubt that in weakenedits 
:;tate the road would be completely closed. The location of the
 
road is shown on the map in Annex No. 13. No other donors have
 
ident:ified this highway in their reconstruction plans. 

The work contemplated under this component is of two kinds:
 
(1) repairs to the pavement (deformation), primarily occurring

in fill sections due to settlement or major embankment
 
slippage; and (2) design correction in high cut areas to reduce
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road closure during any future emergencies
the chances of 

A fuller
(either because of earthquakes or heavy storms). 


found in Annex 13,
description of the work to be done is 


together with a detailed cost estimate, work schedule, 
and
 

the mode of operations. The estimated cost is
description of 

work is scheduled for September,
$2.2 million and completion 	of 


1989.
 

The implementing agency will be the MOP's Department of
 

An approved Action Plan, acceptable to 	AID,
Highways (1)GC). 

will be required as a Condition Precedent to any disbursement
 

for this component.
 

line Mission monitoring responsibilities will be located
First 


in the UiSAI)/[RD Office.
 

4. ANDA (Water Authority) Mobile Repair Team Improvement
 

October 1986

The ANDA system suffered major damages from the 


.ines survived in fairly good
earth wake . The main trunk 
was racked with line
 conditioU, hut the distribution network 


breaks ,and severe leakage. 	 in addition to the line breakage,
 

20% of the 16,000 valves were
it is e;simated that almost 

The distr ibution network is composed of 2 inch to 28
broken. 


inch )ipe with a total length of about 	490 kilometers
 
95 kilometers of pipe
instal led. 1. was estimated tha1t over 


were damaged by the earthquake.
 

per of through December of 1986, 9,712During pcr-iod October 
with the emergency, ANDA not only
leaks were reported. To deal 


had to deal with repairs, but was required to provide 
3,280
 

to areas totally without water. Since
 
water truck deliveries 


to deal with numbers of leaks that fluctuate
then, ANI)A has had 

a much larger number than


from day to day, but which add up to 


the daily workload before Khe ear.h4uake. Casual visual
 

a number of unattended leaks and
inspection in the SSMA shows 

all areas of the city. It is likely that pipes and
 seepages in 


break at a 
valves weakened by the Earthquake will continue to 


more than normal rate for some time yet.
 

the most severely
San Salvador was
The distribution network of 


daimaged (682), second was Mejicaiios (9%), third was Soyapango
 

(5%) and Cuscatancingo (4.6%). 

ANDA with the minimum
This component is designed to provide 

and kinds of emergency type equipment and materials
 amount 

required to improve the efficiency of ANDA's earthquake 

caused
 

repair work. The details and costs are provided in Annex No.
 
a description
14, together with an implementation schedule, and 
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of ANDA's situation regarding personnel and equipment. The
 
items to be provided were determined after a review of the
 
equipment and material which other donors are providing.
 

The estimatcd cost of this cIt!,- $, 1 n 
Procurement will be handled under direct A.I.D. procurement
 
procedures, if so requested by the Grantee, and should be
 
completed by October, 1988. This method is proposed in order
 
to have the equipment in use at the earliest possible date. 

Development of specifications will be jointly done by the 
Mission's IRD Office ind ANDA and MIPLAN, with the procurement 
actions taken by the Mission's Contracts Office. 

5. Shelter Relocation/Resettlement 

This component will povide funds to develop relocation sites
 
for families from designated reconstruction zones or 
municipalities who as a result of the earthquake no longer have
 
access to a pernanent home or apartment sice, either through 
reconstruction of their previous site, or at a different site 
in the center city. This group includes mostly previous 
renters of mesones or houses who are unable to occupy their 
former residence, or tugurio dwellers whose home sites were 
affected by laud slides, cave-ins or subsidences, etc. and 
cannot safely reoccupy these sites. These center city families
 
,i[e generally poor, with incomes below 0500 per month. Most
 
j, them have taken up temporary residence on vacant lots,
 
parks, streets and sports fields. This group has been 
generally defined by the mayor of San Salvador as the "floating 
population" and has been estimated from a low of 2500 families 
to a high of 8000 families. The actual number of these 
families will depend on the number of reconstructed solutions
 
that are or will be built in the center city that are 
affordable to this group. Those remaining unattended will then 
constitute the demand for alternatives such as relocation 
within the SSMA and/or to the Apopa development area. The
 
proposed activity will provide solutions for approximately
 
2,000 of these families, on 5 already selected sites (see Annex
 
No. 1.5 for details). 

F,-ind c.nd title will be provided free of cost by the GOES for 4 
of the 5 sites. (Users of the 5th site have already entered
 
into lease/purchase arrangements with the owner of the land, 
the FSV). Infrastructure will be provided at no cost to the 
beneficiaries from Project funds. On 4 of the sites, core 
houses will be built and sold to the users on a credit basis 
(up to 25 years, average interest payment 8%). On the 5th
 
site, where the beneficiaries are committed to pay 050 per
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month for the land, shelter building materials will be provided
 
on the same terms as core houses and infrastructure begun under
 
the Recovery Program will be completed under this Project.
 

The implementing agency will be the VMVDU. It will: (1) select
 
beneficiaries, and (2) utilize IVU engineers, who are already
 
at work on design and preparation of IFB's. Prior to any
 

disbursement under this component, the GOES will be required to
 
provide, in form and content satisfactory to AID: (1) a
 
Management Contract between MIPLAN and the VMVDU setting forth 
responsibilities and procedures; (2) the above designs; and (3)
 
an approved Action Plan.
 

The cost of the component is estimated at $5.0 million, and the
 
estimated completion date, including titling, is February,
 
1990. By August, 1989 all construction should be completed and
 

by November, 1989 all beneficiaries should be installed (see
 

Annex No. 15 for details). Contracting will be performed using
 
procedures agreed to between the GOES and USAID, probably the
 
CEA procedure described in Annex No. 16.
 

First line Mission monitoring responsibilities will rest with
 

USAID/ILUD. 

6. PVO RESETTLEMENT ACTIVITIES
 

The Cooperative Housing Foundation (CHF) and World Relief/El
 
Salvador are actively involved in providing assistance to
 

earthquake beneficiaries. They approached the Mission in early
 

1987 with proposals to continue assistance to those low income
 

families affected by the earthquake who have not been able to
 

marshall the resources necessary to repair or replace their
 

shelLer. official, detailed proposals were received on July 6
 

and July 13, 1987, respectively. The Mission believes that
 

these initiatives have merit. The details of the proposals are
 

available in the Mission bulk files. In summary, the
 
activities are as follows:
 

a. World Relief
 

The purpose of this activity is to provide shelter for
 

1,000 low income families living in the San Salvador
 
metropolitan area whose homes were totally or partially
 

destroyed by the earthquake. World Relief will implement
 

this activity utilizing a Salvadoran technical staff and
 

voluntary groups. The total project cost is $1,065,000, of
 

which AID will contribute $615,000 and World Relief
 

$450,000. The activity will be split into four phases of
 

250 units each, each one lasting one month for repairs and
 

reconstruction by the beneficiaries. It is expected to
 

commence in November, 1987, and be concluded by March, 1988. 
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b. Cooperative Housing Foundation
 

CHF proposes a multi-faceted assistance effort. The first
 
is to provide 190 loans for repair and reconstruction of
 
homes in the San Marcos area ($200,000), a 60 unit meson
 
pilot project testing a cooperative solution for residents
 
($250,000), a 200 unit low cost housing program for
 
squatter and tugurio settlements costing $200,000, and
 

outreach to other local PVO groups and the S&Ls to manage 
meson projects. It is estimated that 2,100 persons will 
benefit from this activity. AID cost of these activities, 

including CHF costs, is $885,000, and outside donors will 

provide $126,107 in additional funds for a total activity 

cost of $1.0 million. The activity is expected to be
 
completed by early 1989. 

c. Implementation Arrangements
 

These activities will be monitored by the Mission's Office of
 

Housing. Funding will utilize normal PVO funding mechanisms,
 

such as Federal Reserve Letters of Credit.
 

The Project Agreement will stipulate that these two activities 
will be managed directly by USAID and that USAID will disburse 
directly to these PVOs. The Mission will provide SETEFE and
 

the MIPLAN Reconstruction Directorate with periodic reports on 
the progress of these activities.
 

7. Public Health Facility Reconstruction 

Earthquake damage to public health services is estimated at 

$100 million. Other donor assistance comes to approximately $61 

million. These funds, some of which are not yet definitly 
committed, will permit restoration of outpatient services in 
the areas most affected by the earthquake. Also, two major
 
hospitals, the Benjamin Bloom and Rosales will be restored. 

Under the $50 million Recovery Project, AID provided $1.4
 

million for temporary repairs to the pneumology center, the
 

Rosales, Maternity, and Bloom Hospitals, and the central
 

laboratory. Needed major reconstruction or repair for the
 

Maternity Hospital, the pulmonary facility, and the central
 

lalaratory is currently unfinanced. Other urgent needs may also 
develop. 

The GOES has not yet provided us with specifics as to their 

requirements. They do, however, expect US assistance in this 

secor, in conformity with our role of "donor of last resort". 

We therefore propose to program 12.4 million for this component 

to be used in a flexible fashion, as the other donor situation
 

unfolds. It is recognized that this component does not meet
 

normal 611(a) requirements. An exception is made under Section 
49 . ,n hwlr y. 
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the Ministry of
The implementing agency for this component is 


Health. Whatever A&E and construction services are financed
 

under this component will be provided pursuant to the
 

procedures set forth in Annex 16. An approved action plan(s),
 

satisfactory to AID in form and substance, will be required
 

prior to any disbursement under this component.
 

The Mission's IRD office will have first-line monitoring
 

responsibility for this subcomponent. An engineer will be
 
Project Manager to work with
assigned from the IRD Office as 

the MOHealth and to coordinate as necessary with the Mission's 

office of Health and Population Assistance on technical matters 

such as reasonable needs, equipment, etc. 

8. Project Output Summary 

The Reconstruction Project offers significant benefits to the 

GOES and scores of beneficiaries. While some of the outputs are 

difficult to quantify, the following benefits are expected to 

result from the project: 

Housing. Over 13,000 families are expected to benefit from the 

housing activities. As the demographic surveys have shown 

about 4.5 persons per family as a conservative figure, the 

million involved with these activities will reach at
$36.5 

least 58,500 Salvadorans.
 

Public Schools. At least 708 classrooms will be upgraded or 

the and least 125 new institutereconstructed under project, at 


classrooms reconstructed. Each classroom will hold between 40
 
with a secondand 60 students. Classes are held in the mornings 

and a night shift in many of the schools.shift for afternoons 

Using the nominal figure of 100 students per day, 83,000
 

students will benefit from this component on a daily basis.
 

is difficult to attach a quantifiable
Private Enterprises. It 
is expectednumber of beneficiaries to this component, but it 


that the private schools can place 200 classrooms in service
 

for 50 students per day, the medical profession can open for
 

complete services in 40 locations, and commercial ventures in
 

At a very minimum, somesome 400 locations can be renewed. 
can attend school and the families of some 400
10,000 students 


businesses, plus their employees will be benefitted under the
 

project.
 

Public Services. Two extremely important markets serving low
 

income families will be reconstructed under the project,
 

plus the major lifeline highway will be better able to
 
are not able to precisely
withstand future damage. While we 


define the outputs in the public health sector, we expect that
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they will directly serve the Project's target groups.
 
Additionally, with ANDA better able to respond to emergencies,
 
economic losses will be reduced and the benefit of a better
 
water supply will accrue to the city. These project outputs
 
reflect a concerted effort to restore the quality of life of
 
the earthquake beneficiaries and to allow the smaller 
businessmen to recover from this unexpected disaster. In
 
addition, preserving and protecting the city through repair of
 
the route most used for emergency supplies will be of
 
considerable value to the economy and for future protection of
 
the citizens.
 

lV. PROJECT MANAGEMENT AND MONITORING
 

A. GOES Responsibilities and Functions
 

1. Experience Under Recovery Project
 

In an attempt to centrally control expenditure, while sharing
 
responsibility amongst different groups, a multi-sector entity 
with broad powers and authority was created. This was the 
CREM. A Price Waterhouse review of its functioning, conducted 
in late January, 1987 concluded that the CREM did not have the 
formal organization, administritlyive controls or proper 
accounting system to adequately manage several project 
components. 

"onsequently, after lengthy negotiations between the GOES and
 
SAID, additional administrative structures were created or 
activated. The CRESP, the Commission for Restoration of Public 
Services, was created to work with implementing agencies 
involved with public services in the identification of 
projects, preparation of action plans, and monitoring of 
implementation. The COMFIEN was activated and was given prior 
approval authority for all Project expenditures. Under the 
Vice Minister of Housing, the CEA was established to take over 
procurement and contracting actions, put requests into an 
acceptable IFB or RFQ format, advertise, review bids or 
quotations and evaluate and make award recommendations. 
SETEFE, whose normal function is to serve as the GOES 
c-oordination point for foreign donors, and as the control point 
on disbursements from multilateral and bilateral donors into 
the country, assumed responsibility for overall Project 
coordination. It also acted as implementing agency for the 
credit components of the Project. It was not staffed to handle 
these resonsibilities and only assumed these functions in order 
to fill a vacuum. 
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inttuin CEL, in carrying out their functions' This use 'ofK'' 

its resources has strained the capacity of CEL to attenfd to,its 

normal functions. The Vice Minister of Housing and Urban 

Development utilized the, capacity which existed in the,2 

PRONAVIPO.,office under his control as a general secretariat 
for 

CEA. PRONAVIPO, staff will now be needed for other 
work. 

~The Mission was involved in advising and assisting all 
of the 

above agencies (CRESP, COMBIEN,. CEA, and SETEFE),. To augment 

the technical capability of CRESP and CEA, the Mission utilized 

-:its PSA contract with RONCO to provide, engineers. These and 

....other Mission staff reviewed proposed projects and, actiion 

plans, assisted in the preparation of specifications-for 
IFBs, 

and participated in bid evaluations and contract negotiations. 

Financing was provided for CEA clerical personnel. USAID 

personnel also worked closely with SETEFE, advising and 

assisting them in executing their responsibilities. I 

2. The Reconstruction Project 

~.. I 

There is general agreement that there is a need for a single 

monitoring and coordination unit in the GOES for reconstruction 

activities. The location and nature of this unit has' been 

-discussed by the Mission with MIPLAN for some time. The IBRD 

established, as a precondition for its loan, that MIPLAN create~ 

anew Earthquake Reconstruction Directorate (ERD), reporting ~ 

directly to the Minister. ERD was created~in July, 1987.~ It 

will be responsible for the overall coordination, management, 

procurement actions, and monitoring of all earthquake 

r'econstruction activities, however financed. It will also 

serve as the USAID primary counterpart for its own Earthquake 

Reconstructionl Unit. The Mission finds this to be a 

satisfactory arrangement. A Director' has been appointed and a 

small number of personnel transferred, from other MIPLAN~offices, 
to the new Directorate. A further description of the.MIPLAN 

untis available in Annex No. 16. 

. 

;

<I< 
-'. 

-' 

2: 

The IBRD is programming funds for transport, and perhaps other 

equipment, for the 'new Directorate, but requires that staff --. 

costs be financed by 'the GOES from the',counterpart to the.,loan. 

TheMission' has revielwed with'MIPLAN 2its~staffing requirements 

and~h'as agreed to provide $1,million' equivalenPt overthe'LOP -

from local currency availabilities to meetijtheIBRDcounltepartj 
'requiremenlt. ' 1 2-' - -1 

,-i 

7 

.i2 
41' 
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B. mission Responisibilities and Functos '2~>7 

The 'projec management~adpooe 
Simp1,emeiit the diverse act"viti'es being undertaken 'isabased on2%~~ 

Sthe Missio~n's internal,.or'nzto n-nthlessons lere 
'under the Recovery Poet It~ is>in esneafr fmti
 
mianageinent~ with, the~Mission ~s-technical offices interacting,:
 

ir cunterparts i~pee inor 	 4- -

Sactivities specic tojtheir~expertise, and with the 4 Mission S" 
-,'Earthquake ReosrcinUi(R).eln with overall, *' 

~'-'Prject.coordination ,and,monitoring a~nd~ interfacing with 
MIPAN.,ontrller's'functions -- disbursementrnechanismsan 
tr dtn end-use checking are described i 

~J4~'Y;2section IVE below.'
 

Th~vrl rspniiiy o the Project will rest with ERU,4
 
which'wil~l bejheaded by ,a Special, Assistant toteAsoit
 

-"-Mission Director.4 As-concerns~the GOES, "this -unitwill
 
i'nterface with MIPLAN'sSETEFE and ERD entities and advise and
 
assist, them in the execution,,of their functions, as jthey relate 

this Project. It will also, in coordination' with the 
Mission's Technical offices, assist 'implementing agencies 
resolve problems that have not been satisfactorily dealtwith , 

Sto 	 , 

4 

2< 	 at the, technical: level. As concerns the Mission,. ERU. will be 
the 'focal4 point for coordination of the 4work performned by4 the I 
Mission's "Controller and Technical Offices. This will include' 
tracking and reporting (see Annex N~o. 17 for details), problem
 
"solving 'as needed, reprogramming of funds,and monitoring., ERU
 

4 

'~wil, a'sob~responsible for keeping track of, andinteracting4 

with, other donor earthquake. reconstruction efforts'.< Finally,
 
ERU' will be responsible for' organizing',monthly JMission'review
 

igs,-t disc'uss 'implementation pDrocgressand/or'4bottleck
"' 

and whiere assignments. are made' for-'corrective!action.<. Alsok1
 
Qa' monthly basis,' formal"Project status 'reviewswiIllbe"'held
 
~with" 4IPLAN, including GOES irnplemtnaeni. whe
 

' 

>~,~--~requited. Cranof the, computer rports~w11l be used to 	 .4~44'4 

provide' an agenda for these m6'etingB,.(see Anne~x Nio. '17)'.'
44' 

44"' 	 .o"seven posin iae~ all be
 

Sfinance~d fomPo' c funds:-.Director, an 1isal 'to behandle~'""'4A
 
'444'>administrative matters,'a Inf' ' "'i"
4 	 '"I""".4,to'kee 

7v'tracking"and~ monitoring icharts up-to-date; "a" Procurement 4 "
 

Spc'ls withi'substaht~iali xperiencei in t~heprocur~ement of~ 
'4< 

""rvce4
'AEsericesi'constuco 	 and eiipment'and 
~"~'i" 	 and-Adirct support6f'heacvij""'mtd1~Jsforoversight" 


'~jas thypra"'t te od.mrerstlemnet, a~nd AND 
1A''4 

''""'equipment elements ofteProject two engineers with4 

experienc~e inh the review of specification6fsinspectionlA
 
Aservi~ces, and in4 normnal A&E practices an a Ser'ay
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are the office of
 in the Project

The technical offices involved 


Housing, office of Education 
and Training, the Office 

of
 

the Office of Health
 
Infrastructure and Regional 

Development, 


and Population Assistance, 
and the Office of Private
 

These Offices will provide 
tirst line daily
 

Enterprise. 

backstopping, implementation 

monitoring and ongoing support 
to
 

respective program areas. 
The
 

GOES counterparts in their 


in which these functions 
will be exercised and their
 

manner 
discussed under the project 

components.
 
staffing needs are 


Financial Plan, Section 
iVE.
 

shown in the
Costs are 


PlanC. Procuremen t 

this Project wilL combine 
direct USAID
 

Procurement under (Host
 
a limited amount of commodities 

with local 

procurement of The
 

the majority of Project 
needs. 


Country) procurement for 
shown in Annex No.
 

the procurement requirements 
are 


details of 


18.
 

needs, which have been identified,
 procurementDirect commodity 
materials and equipment 

for
 
to 1.i milion of 


are limted 
ANDA, an estimated $708,000 

in primary school furniture 
and
 

refrigeration equipment
 
an estimated $122,000 of 


equipment, a"J While the highway repairs 
and
 

the San Miguelito market. the need
for 

component may later identify 


relocation/resettlement planned that h!
is currentlyinputs, itfor commodity these components will execution of 


contractors responsible 
for 


own procurement.do their 
l.ikely utilize
 

Local procurement for goods and services will 


the Recovery Program for the
 

the procedures established 
under 


case of primary schools, 
the lottery system
 

CEA and, in the "Corte de Cuentas."
the 

developed by the MOE and 

approved by 


revisions of the Manuals governing both 
of these
 

Some The credit lines will be
 required.

procurement systems will 

be 


standard IFI limitations as detailed 
in Annex No. 16.
 

subiect to 


the procuremeIlt of goods 
and services under this
 

Funding for 

a special appropriation 

of USF monies to be
 
is through
Project 1986 earthquake for
 

applied specifically to the October 
10, 


a legal basis for using the
 
Thus there is
relief. in
disaster F.A.A. of 1961 


authority contained in Section 491 of the 

However, the General Foreign
 

executing procurement 
actions. 


Disaster Assistance policy 
(HBS, CH5) for procurement states
 

that the policies and procedure 
of Federal Procurement
 

Regulations and AID Procurement 
Regulations shall be 

observed,
 

where possible. No exceptions 
to HB 8 procedures are 

presently
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Relationship with GOES Corte de Cuentas (Controller
 
General)
 

Normal GOES procurement procedure provides that all contracts
 
be submitted to the Corte de Cuentas (CC) for prior approval
 
and, later, for ex-post-facto audit. In connection with the
 
Recovery Project, the prior approval procedure was bypassed
 
pursuant to an emergency decree law. Questions have now arisen
 
about the legality of the Recovery Project procedure. It has
 
been stated, but not verified, that public sector contracts
 
signed without CC approval are not. legally binding should the
 
GOES find it necessary to take court action against a
 
contractor.
 

If contracting under the Reconstructio*. Project was subject to
 
normal CC procedures, significant delays could be anticipated.
 
The implementation schedules shown would not be operative.
 

MIPLAN feels strongly that prior approval by CC must be built
 
into the Reconstruction Project procurement. and payment
 
procedures. However, they believe it will be possible to
 
negotiate procedures with the CC.
 

The terms of reference discussed with the CC and agreed to in
 
principle by its President are:
 

a. That the pre-audit examination by CC of procurement
 
ictions be limited to assuring that the procedures set forth in
 
the CEA Manual and in the MOE Lottery Contracting Manual have
 
been followed. (The CC should participate in the necessary
 
revision of these Manuals, so that they are appropriate for use
 
under the Reconstruction Project).
 

b. That the CC delegate authority for full and final
 
p .-- contracts and payments to its delegates
audit approval for 

in MIPLAN and MOE. If possible, this delegation of authority
 
shoild apply to all contracts and payments. However, the CC
 
mav insist on setting upper limits for use of delegated
 

°:ority. In this event, ceilings of 01 million for 
c< '-racts and 0500,000 for individual payments would be 

taccep ble. 

It. i believed that if the above terms of reference can be 
agreed and held to, it will be possible for procurement to take 
place as per the implementation schedules. MIPLAN, in later 
discussions, did not feel the need to confront the CC on these 
specific issues. As a result, they have proposed that the CC 
establish a special unit solely for the review of 
reconstruction activities.
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There will be Conditions Precedent that establish that prior to
 

any disbursement under the Project, procurement procedures be
 

negotiated with the CC by MIPLAN and found satisfactory in form
 

and substance by AID. 

D. Summary Cost Estimate and Financial Plan 

for both the
A summarized cost estimate and financial plan 


USAID and GOES contributions to the project are presented in
 

tabular form on Tables 1 through 3. Also, detailed data on GOES
 

and Mission TA and staff support is presented in Tables 4 and
 

5. Total project costs are estimated at $78.3 million with
 

AID's 	input amounting to $75 million, PVO contributions of
 

576,000, and the GOES's input of in-kind contributions
 

totalling t2.7 million. Disbursements are progranuned over the 

thirty six months life of project with the majority of project
 

costs being paid in local currency.
 

USAID Fund-ing
 

The project: proposes financial assistance in four general
 

areas: rediscount credit lines of $44 million for housing
 

reconstruction and business reacLivation, non-credit activity
 

of $23.6 million for restoration of public services, technical
 

assistance and support of $2.3 million for USAID staff and to
 

implementing entities, $1.5 million for PVO activities, audit
 
t3.1 million for inflation
and evaluations of $0.5 million, and 


and contingencies.
 

Host Country Funding
 

The total Salvadoran contribution t.o the project is estimated
 

at $2,700,000 of which all is credited as staffing or in-kind
 
to the
contributions. PVOs will contribute funds and staffing 


project.
 

Disbursement Procedures
 

As mentioned, the majority of the project disbursements will be
 

made in local currency, i.e., large credit reimbursements. To
 

expedite the transfer of the funds in the shortest period
 

possible, the Mission will utilize the Electronic Funds
 

Transfer (EFT) mechanism in concert with M/FM/PAFD. The USAID
 

will request AID to authorize the US Treasury to deposit a
 
costs to the GOES account
determined amount of approved project. 


Once a confirmed deposit is
with the Federal Reserve Bank N.Y. 

(BCR) will credit its
made, the Salvadoran Central Bank 


specific account, depending upon which particular project
 

element is being supplied/reimbursed with the local currency.
 

In certain instances, disbursements will be on an advance basis
 
no more
according to approved cash flow requests for periods of 


than 90 days cash needs.
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The exchange rate will be the highest rate not unlawful in El
 
Salvador. Experience has shown the EFT process to take less
 
than one day to complete; hence, should there be any exchange
 
rate fluctuations the probability of losses to the project has
 
been reduced to the minimum. Detailed administrative procedures

will be developed and given effect by PILs, MOUs and similar
 
documents with each GOES institution, ie, Ministry of Finance,
 
BCR, SETEFE, as well as the participating S&Ls and commercial
 
banks to assure compliance with exchange rate requirements and
 
efficient financial implementation.
 

The Mission forsees only a minority of the project's
 
disbursements being AID direct payments. Items falling under
 
this category will be the $1.5 million of commodities for ANDA,
 
$122,000 in refrigeration equipment for a market, $700,000 for
 
primary school furniture and equipment, and technical
 
assistance contracts/institutional support costs. The specific
 
amount of the project funding for the USAID support costs and
 
for direct AID procurement will be described in the Project
 
Agreement, assuring the GOES' agreement on the uses of funds
 
and the USAID's right to unilaterally expend said funds for the
 
purposes addressed.
 

Financial Monitoring and Accountability
 

Drawing on the experience of the first earthquake project of
 
#5C) million, the Mission proposes to continue using the
 
crit-ctual services of a US CPA affiliate to p~rfcrm the
 
day-to-day routine verification of procurement practices
 
including receipt, warehousing, and distribution of project
 
provided assets, end-use checks, financial audit and
 
verification of accounting records, oversight on public bidding
 
practices and testing reasonableness of cost, etc. Moreover,
 
the financial management and monitoring capacity of the BCR and
 
MIPLAN's ERD will be strengthened.
 

While financial capability assessments have been performed on
 
the majority of implementing institutions, not all institutions
 
have been reported to have the same degree of competent
 
:" .gement. As mentioned above, detailed procedures will be
 
z-v' loped and agreed upon prior to the disbursement of Aunds to
 
assure that competent financial management is in place before
 
implementation begins.
 

No less than annually, each participating credit institution
 
will be examined by a local US CPA affiliate auditing each for
 
financial compliance, as defined by the 1981 GAO-published
 
standards, as to the accuracy of implementation in terms of the
 
agreement/sub-agreement. The Mission will coordinate this
 
nonfederal audit activity with the Office of the Regional
 
Inspector General in Tegucigalpa, Honduras.
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Audit and accountability of GOES institutions will be
 

coordinated between the Mission's Office of the Controller and
 

the Corte de Cuentas, the GOES equivalent to the GAO. Audit
 

workplans will be mutually agreed upon and executed annually.
 
the basis of these
Subsequent funding will be programmed on 


reports.
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TABLE 1
 
EARTHQUAKE RECONSTRUCTION PROJECT
 

(I)M ARY COST ESTIMATE AND FINANCIAL PLAN (MILLIONS OF US$)
 

USAID HC TOTAL 
FX LC TL LC FX LC TOTAL 

Credit Activities - 44.0 44.0 0.7 - 44.7 44.7 

Non-credit Activity 3.8 21.3 25.1 1.3 l/ 3.8 22.6 26.4 

Staff Support 1.2 1.1 2.3 1.3 1.2 2.4 3.6 

Audit & Eval. 0.5 - 0.5 - 0.5 - 0.5 
Inflation/ 

Contingency 3.1 3.1 - 3.1 3.1 

TOTAL 5.5 69.5 75.0 3.3 5.5 72.8 78.3 

1/ Composed of $0.6 from PVOs and 0.7 land value for resettlement. 

TABLE 2
 
PROJECTION OF EXPENDITURES BY FISCAL YEAR
 

(MILLIONS OF US$)
 

1988/89 1989/90 1990/91 TOTAL
 

AID 2r 0 37.3 9.6 71.9
 

Host Country 1.0 1.0 0.7 2.7
 

Others 0.6 - - 0.6
 

Inflation/Contingency 1.1 1.0 1.0 3.1
 

TOTAL 27.7 39.3 11.3 78.3
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TABLE 3 
COSTING OF PROJECT OUTPUTS/INPUTS (MILLIONS US$) 

COMPONENT/SUBCOMPON ENT 

CREDIT ACTIVITIES $44.0 

Housing Credit 
Individual Unit Repair 
Rental Mesones 
Sale Mesones 

$18.0 
5.0 
7.0 

$30.0 

Business Credit 
Sin/Med Enterprise 
Private Schools 
Privaite Medical 

8.0 
4.0 
2.0 

14.0 

NON-CREI)IT ACTIVITIES $23.6 

Public School Construction 
Relocat ion/Resettlement 
Ma rkets 
ANDA Equipment 
Highway ConstrLrut [on 
Health Activities 

11.1 
5.0 
1.4 
1.5 
2.2 
2.4 

PROJECT SUPPORT 3.8 

GOES 
USAID 

0.3 
3.5 

Project Support 
PVO Activity 

2.0 
1.5 

AUDIT & EVALUATIONS 0.5 

INFLATION & CONTINGENCY 3.1 1/ 

TOTAL PROJECT $75.0 

1/ Contingency calculations relate only to construction activities.
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TABLE 4
 
PROJECT SUPPORT COSTS
 

TLife of project)
 

(DOLLARS EQUIVALENT)
 
(IN THOUSANDS)
 

A. 	 GOES
 
VMVDU
 

1. 	 2 Staff Assistants for Vice Minister
 
plus secretary 240
 

2. Supplies and Equipment 	 35 

TOTAL 	 275
 

B. 	 USAID
 
1. 	 ERU
 

Director, Asst Director, Information
 
Specialist, 2 Engineers
 
Procurement Specialist, 1 secretary 1,025
 

2. 	 Technical Offices
 

OET (2 PSC, I secretary) 200
 

Housing (I PSC) 100
 
PRE (I PSC) 50
 

SUB-TOTAL 	 350
 

3. 	 Controllers Office
 

NFA Contract,
 

End use audits 500
 

4. 	 Equipment and Supplies 80
 

5. 	 Misc, including short term consultants 50
 

T 0 T A L 	 2,005
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Methods of Imip]ementi nq_ a ndinancin9 

The following is the approved payment verification matrix: 

Methods o f Im )1mennt iniq Method Of Financinq Approx $MILLIONS 

RediSC()u L 
to 13CR 

I iil Gra nt Host Country 
Reimbursement 44.0 

Const rue L ion Contracts Host Country 
Rei mbursement 21.3 

PVO Agreements FRLC 1.5 

Equ i pme rt 
AID Procurtment 1/ 

Support Costs 

Host Count. ry Inst. 

Direct Pay 

Host Country 

Reimbursement 

2.3 

0.3 

All) P[roje:.t. Admin. Direct Pay 2.0 

Audit & EvaI]. Direct Pay 0.5 
Direct AID Contract 

Co,!: igency & Inflat. 3.1 

PROJECT TOTAL 75.0
 

.l/Cover PSA procurement of $0.7 million school equipment, ANDA and 
market refrigeration equipment.
 

During project design, reviews of the BCR's administrative controls
 
and procedures were performed. Mission has on file current 
management t:sscssirei:ts of major sub-implementing institutions, i.e., 
8 S&Ls, 9 commercial banks, and 2 specialized GOES credit 
Sli st i tait, ions. 

All)/GO0ES NIAiniii t ra-t ive Ar ra n~lement:s 

_Local- Currency Costs- Project local currency costs will be 
disbursed via EFT through the BCR. Specific disbursement procedures 
wi.I be i ic] uded in P1 L I. Iocal currency disbursement will also be 
made on audited statements of expenditure, or in the case of 
adva nces on detailed cash flow analyses for periods less than 90 
days. 
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Dollar Costs- All dollar cost procurement will be done by AID
 

direct contract.
 

Aid Policy Determination No. 71 is not affected by this Grant.
 

Gray Amendment- It is expected that contracts for technical
 

assistance will include as many minority-owned and other Gray
 

Amendment organizations as possible.
 

F. Master Implementation Schedule 

The following chai f shows the timetables for completion of each 

project component.. As will be noted, the component which is 
expected to take longest to accomplish, Housing Credit, is 

programumed for completion in September, 1990, which corresponds to 
the PACD. 

8/8/87:0900
 
2168e
 



'S 
r 

IT
 

r,1
1
4
 

. 

,.-.-. 
-j 

1
04

,U
 

T
 

-~~ 
~ ~ 

~'P'k
' 

~ 
~. 

~~~~~1
-(<

l)tI 
I. 

.A
.~

.>
' 

r' 
-

4
) 

Q
 

::>
 

C
: 

I 
E

I 
U

 
II 

,) 
a 

(-,i,
"

1
1
 

=
0
 

l,-,. 
4
>

2
 

0 
2

-; 
2

2
2

2
2

'2
 

It,,2
2I2V

 
III 

"4
(f 

2
,(p

 
2
 

r*
 

. 
. 

*l~
~

~
 

~~ 
.
-
 
.
 

.
 
.
 

. 
.
.
 

2
1

4
.~

2
<

,4
 

r)L
 

~C 
i2

 
2
 

*'~
 

.
 
.
 
.
t
 .
'
 

,2
 

.
.
 

. 

2
~

2
2
. 

.
 

't 
i-

t7
 

. 

1
~

 
0
 

I2
 

1
 

.1
 

$
j2

 

' 
' 

II=
 

. 
. 

,~
.-' 

2
2
 

'. 
A

 
2
2
-

2
 

-
'2

 
4 

2
 

~+: 
.0

1
C

 
I 

~'~U
4 

r'. 

2
2
2
2
1
4
2
2
2
2
'2

2
.2

2
~

~
~

I 

2
2
2
1
2
2
2
~

~
.2

'L
 

'2
2
'~

~
~

~
~

 

2
~

~
~

~
~

2
""~

~
~

" 

2
~

2
2
2
 

.. 
~~4

4 
2
J
1
1
 2

2
2
2
1
P

2
2
~

~
1
 

"2
.1

<
4
~

~~~~ 
-T

i.2
1
~

 

'4
2
' 

w
 

2
?
4
3
'."', 

.~
 

~~ 

~~~~~~~~~~~~~t
I~

Ii..)f2
.2

 
, 

4
1~ L

.
 

L
,.e

"y
 

2
)

Ifi' 1
, 1

%
-2

 

le
 

C
i~

'. 
' 

I2
 

L
 

-~
 ~~~~~~~~~~~~~~' 

lo
. 

2
2
' 

'2
I' 

2
 

2
 

~ 
' 

0
I 

.j
1
1
.. 

4
', 

"2
' 

.2
1
 

2
 

~ 
2
+

 
4
2
'"2

 

2
'" 

1
 

1
. ,ftr4

 

M
2

$ 
2
2
'" 

2
~

 
tn

 
r 

w
 

2
6
4
.2

2
-

o
~

2
 v 

r 

2
''2

2
 

~ 
'2

~
 

" 

~~ 

2
 

~-2
2
 

~ 
2
' 

2
2
'. 

t-m ' 
2
,-

~~~~~~
rT

, 
'. 

.J
2
 

2 
'')

 
-

2
 

2
~

lj'' 
2
 

* 
2

~J'' 
~ 2

2
2
 

2
,-1

 
"'I,'

~,',.2~' 
.2

2
 

1
1
1
'2

.2
'~

 

', 
' 

2
.2

 

.~
-II'', 

.2
1
 

2
 

2
-

.,,,~
 

2
4

 

, 
j2

'. 

' 
... 

,,'2
 

'~


*,2
 

. 
', 

2 
** 

',4
)~

i"', 

I''''. 
'''2

.'2
2

.2
2

2
2

2
2

. 

~ 
2

,"2
Q

' 

. 

'2
.2

~
~

2
 

A
,2

 
2
2
, 

2
 

1
 

'.'

~2~..2 
, 

2
2

 

2
 

*iI'2
 

2
2

 
2 

2
~

 

.. 
4

2
i 

4 

4
1
i2

,2
'"2

' 
2 

2
2

2
2

2
 

2 



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

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

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

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

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

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

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

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

-44-


ALL PROJECT COMPONENTS
 
Earthquake Reconstruction
 

LIST OF ACTIVITIES
 

Project: 	Summary Date: Aug 9, 1987
 

1. 	 Complete/Approve PP 5.0 Weeks
 
Sched Start: Aug 7, 1987 Sched Finish: Sep 11, 1987
 

2. 	 Nego/Sign ProAg 1.0 Week
 
Sched Start: Oct 1, 1987 Sched Finish: Sep 30, 1987
 

* 	 3. GOES Ratify ProAg 4.0 Weeks 

Sched Start: Oct 1, 1987 Sched Finish: Oct 28, 1987 

* 	 4. Meet Initial CPs 8.0 Weeks 

Sched Soart: Oct 29, 1987 Sched Finish: Dec 23, 1987 

* 	 5. Housing Credit - Project 32.5 Months 

Sched Start: Dec 28, 1987 Sched Finish: Sept 28, 1990 

6. 	 Bus/Social Ser. Credit 20.0 Months
 
Sched Start: Dec 28, 1987 Sched Finish: Sep 7, 1989
 

7. 	 Six Sch. Repair 23.2 Months 
Sched Start: Jan 4, 1988 Sched Finish: Dec 19, 1989 

C, 	 Primary School Program 14.5 Months
 
Sched Start: Jan 4, 1988 Sched Finish: Mar 24, 1989
 

9. 	 Market Reconstruction 22.0 Months
 
Sched Start: Jan 7, 1988 Sched Finish: Nov 15, 1989
 

10. 	 Highway Reconstruction 20.2 Months
 
Sched Start: Dec 30, 1987 Sched Finish: Sep 15, 1989
 

11. 	 ANDA Procurement 12.0 Months
 
Sched Start: Oct 29, 1987 Sched Finish: Nov 3, 1988
 

2. 	Resettlement Program 24.8 Months
 
Sched Start: Dec 29, 1987 Sched Finish: Feb 8' 1990
 

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

13. 	 PVO - CHF 16.0 Months
 
Sched Start: Oct 29, 1987 Sched Finish: Mar 9, 1989
 

14. 	 PVO - World Relief 5.0 Months
 
Sched Start: Oct 29, 1987 Sched Finish: Apr 4, 1988
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G. Evaluation Plan
 

During the thirty six month life of the project, the Mission does 
not plan for any formal evaluations. However, there will be 
continuous monitoring, end use checking, reporting and tracking, and 
periodic audits. The data generated in this fashion will permit 
Mission manageinenr to conduct informal, in house evaluations on an 
as needed basis. Also, the data will serve as input to the end of 
project formal evaluation. It is proposed that this evaluation be 
contracted to an outside consultant or inst i Lut ion via AID direct 
procureme at. Proj ect dollar funds wiIL be retained by the Mission 
for this pui:pose and GOWS authorization secured in tHe Grant 
Agreement. 

I. S,(cope and Pur[:ose of the f.'valuatioll 

This project forms an integral. pai-t of AID's response to the October 
10, 1986 earthquake. While the main thrust of tfie evaluation should 
be on the Reconstruction Project, what was (one under the Recovery
Project and how the two meshed together calinot be ignored. It is 
also intended to ;tructur'e the evaluat ion I;o that its findings will 
a1llow AID to beter respond to silmliliar di,-1,S:t 017 worldwide. 

- 11tioll sr 

techniques built into the Project design
 
The eva , should exam in a i a of hasih purposes and 

a. The efffectiveness with which the IPr-oj(:c t meshed with the 
work done. on an emergency basis under the Recovery Project. 

b. The effectiveness of the project as regards the overall 
goal of assisting earthquake victims to restore their standard of 
living and thereby maintain economic and social stability in the 
SSMA. 

c. The effectiveness of the project in reaching its target 
groups. Did the project consistently reach the lower income 
earthquake victims or those providing services to the target groups? 

d. The effectiveness of the pre-project actions designed to 
provide for speedy implementation of reconstrction work, and of the 
one shot, in and out features of project design. 

e. The effectiveness of the Mission organiz'iation established 
for the project and the implementation systems establi shed by USAID 
to work in concert with the GOES administrative structure. Do these 
systems have broader applicability in future AID earthquake 
responses? How might the Mission have improved its organization? 

f. The effectiveness of the components selected for 
implementation under the project. Was the strategy of credit and 
private initiatives for housing solutions appropriate and
 
effective? Was the procurement of equipment one year after the
 
disaster of significance to accomplishing the project goal or
 
purpose, or in creating a better future response capability?
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g. The effectiveness of the USAID strategy of acting as "donor 
of last resort." Did this result in high priority needs remaining 
unmet in total, or in ail undesirably slow fashion? Was the GOES 
donor coordination mechanism supportive and effective in making the 
USAID strategy workable?
 

h. Were the assumptions about the implementing agencies 
(particularly credit entities) interest in attempting to reach 
target groups well founded or not? 

2. Evaluation Plan 

In order to find answers to the above questions concerning Project 
purposes and techniques, three lines of investigation will be 
followed:
 

a. Sapl i ng 

Except for the market aid road reconstruc' ion and the ANDA equipment 
drop, all the components of the Project, including credit, lend 
themselves to an end user sampling technique. Although the physical 
and social outputs are different for each of These components, and 
will consequently require differci. tiechniqueOs, *.he s;ilpling of 
beneficiaries should provide information on: 

- Whether the use of the resources met project criteria. 
- Whether there was a positive or negative impact. on the 

beneficiaries, in terms of the goals of the Project. 
- Whether the beneficiaries met selection criteria. 
- Whether the beneficiaries are satisfied with the treatment 

given them by the respect ive implementing agency. 

b. Evaluation of WriTt en Data 

All renorts, audits, and other data in the files will be analyzed to 
determine for each component: 

- The relat ionship between final costs and budget figures and 
the reasons for any discrepancies. 

- The relationships between estimated and actual completion 
times and reasons for any discrepancies. 

- The degree to which implementation problems were identified 
in a timely fashion and whether or nof corrective action 
was promptly taken. 

- Whether the number, type of quality of outputs were 
consistent with expected outputs and, if not, why not.
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c. Site Visits and Interviews
 

All major construction, and a sampling of minor construction, will
 
be examined to determine if seismic risk was a factor in final
 
design, the quality of the design, construction, and maintenance
 
over the LOP.
 

Coordinating and implementing agency officials, including PVOs, and
 
such USAID personnel that were involved and are still at post, will
 
be interviewed to determine: 

- The efficiency of the flow of work and problem solving. 

- Bottlenecks, project modifications, frequency of recycling 
prior decisions, and other signs of discoordination, and 
the reasons therefore. 

- Political problems or considerations that affected 
implementation. 

- The capability of the PVOs to function in aaccordance with 
the roles they were expected to play.
 

- The impact of the project on the implementing agencies, 
e.g., liquidity of credit institutions, ability to deal
 
with overall workload, insti tutional improvements, etc.
 

3. Costs
 

To accomplish the above evaluation work, it is estimated that 7
 
person months of professional services of a team composed of an
 
organization/administration specialist, disaster relief specialist,
 
social scientist, engineer/financial specialist, housing specialist
 
and support staff will be required. This team will have to either
 

employ or conLract for the services of interviewers to conduct
 
sample surveys. In addition, transportation, other direct costs and
 

danger pay will have to be financed. The total cost is estimated at
 
$200,000.
 

V. SOCIAL CONSIDERATTONS
 

A.I.D.'s primary target group for this Project are those families,
 
primarily of low income, that sustained damages as a result of the
 
quake and are not generally served or have limited access to the
 

current financial system. For the purposes of this Project, lower
 
income individuals may be defined as below 01,020 ($204) per
 

month. In terms of housing, some 200,000 families live in the San
 
Salvador area in a wide variety of housing types, the majority 
consisting solely of one room. Generally, tugurio type settlements 

house about 15% of the population, mesones account for at least 20%, 
apartments (mostly GOES sponsored IVU shelters) acc,-unt for about 

10%, and both formal and informal single family un'-s house the 
remaining 53%. 
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The Project will directly assist low-income individuals whose
 
homes were damaged or destroyed by the disaster, to build,
 
develop, or acquire shelter. Due to rigidities and
 
inefficiencies in existing laws for the regulation of land-use,
 
subdivision and construction, meeting legal requirements for
 
housing construction is costly and is not now affordable for
 
many low-income families. The Project will work with these
 
families to assure that land-use and other permits are given in
 
those cases when A.I.D. credit is financing reconstruction.
 

The Mission knows of no cultural or social constraints to the
 
type of housing solutions or credit offered by the Project. In
 
fact, it may assist in solving the "meson" problem in the sense
 
that the Project will offer the possibility of ownership to
 
former renters. A recent study of meson owners indicated that
 
12% would be \:wlling to sell. In addition, new housing
 
solutions such as apartments, condominiums, or cooperative
 
units are expected to be developed to meet the demand of the
 
meson population which currently has no alternative to this
 
type of housing. Resettlement for those homeless families or
 
those in temporary shelters within the SSMA is a desireable
 
social improvement brought about by this Project. Restoration
 
of public services, reinitiation of businesses, and improvement
 
in the provision of private health and education services are
 
further desireable social and ecciomic improvements. The
 
Project is intended to return those individuals to at least
 
their pre-earthquake standards. There are currently no
 
negative social or cultural consequences forseen as a result of
 
the Project.
 

VI. Economic Considerations
 

A. Damage Assessment
 

Following the earthquake, assessments of damage and economic
 
impact were undertaken by the Ministry of Planning, A.I.D. and
 
CEPAL (Economic Commission for Latin America and the
 
Caribbean). They arrived at aggregate damage estimates in the
 
range of t800 million to $1.0 billion. For purposes of
 
illustration, in this commentary the detailed estimates
 
provided in the CEPAL report, summarized in tables 1 and 2 in
 
Annex III, are utilized inasmuch as the CEPAL estimates are the
 
most detailed.
 

The damage estimates are divided into two categories: the
 
"direct effects" or direct physical damage, represent the
 
estimated cost of repairing, replacing or reconstructing the
 
damage inflicted by the eartbquake; the "indirect effects"
 
reflect production or income lost or foregone. The damage
 
assessment provides detailed breakdowns into public and private
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sector, repairs, construction, equipment and inventories, for
 

each of 14 economic subsectors. The CEPAL report estimates the
 

total damage at f874 million, of which the "direct" damage,ie.
 

loss of capital stock, accounts for $660 million and the
 
loss in current 1986 output, is estimated at
"indirect", or 


$214 million. The most seriously affected sectors are social
 

infrastructure (mostly private houses, schools, hospitals and
 

health centers), physical infrastructure (water, sewage and
 

telecommunications), and commerce (see table 1). This project
 

focuses mostly on the reconstruction and rehabilitation of the
 

social infrastructure.
 

B. Impact on GDP
 

The indirect impact of the earthquake - i.e., its impact on 

production or income - may be equated to loss in value added or 

real GDP. Given an estimated real GDP of about $4 billion in 

1986 (prior to the earthquake), the estimated "indirect" loss 

in 
1986 GDIP, 

value added of $214 million would constitute 5.4% of the 

C. Impact on the Balance of Payments 

on the balance ofThe estimate of the earthquake's impact 
years is based on the assumptionpayments over the next three 

that all or most of the destroyed equipment would have to be 

imported, while the additional imports associated with repair, 
would amount to 25% ofreconstruction and inventory replacement 

cost. This 25% ratio is equal to El Salvador's average 

propensity to import. The resulting estimate for additional
 

imports related to repair, reconstruction, and equipment
 

replacement is as follows:
 

In Millions of Colones
 

q 375Equipment(Capital impcrts) 
Construction(Current imports) 413 

Repair(Current imports) 285 

Inventory Replacement(Current imports) 34 

TOTAL. 1107 ($221M) 

If we assume that this additional import requirement would be 

spread over three years, the balance of payments impact would 

be $74 million a year in additional import requirements and net 

additions to the balance of payments deficit.
 

The above calculation assumes that the earthquake had no
 

significant impact on exports.
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D. Substantial Disequilibrium in the Salvadoran Economy
 

The Salvadoran economy suffered from stagnation and serious
 
disequilibrium even before the earthquake hit. 
The Mission
 
projected zero growth in real GDP for 1986 before the
 
earthquake. 
As we have noted, the GOES has proclaimed a 1%

growth in real GDP for 1986. Hopefully, some growth can be
 
stimulated in 1987 and 1988 as a result of reconstruction
 
activity, largely financed by foreign loans and donations. The

1987 balance of payments is projected by the Government to show
 
zero deficit, but this optimistic outcome is only the result of
 
some $270 million in official transfers, largely financed by
ESF balance of payments assistance and PL 480 donations.
 
Without such assistance, the balance of payments would show a
deficit in the $250 to 300 million range. 
 The GOES fiscal
 
account of the consolidated public sector shows an overall
 
deficit of 0813 million, of which 0572 million is to be
 
financed from internal sources. 
 To the exten. that this

financing must be covered by bank credit, inflationary pressure

will be generated. Bank credit for the private sector is
proposed to expand by nearly 0890 million. Bank credit
 
provided to the private sector increased at the rate of 19% in

1985 and 33% in 1986, while the money supply increased by 27%
 
and 37%, respectively, in 
those two years. Largely as a result
 
of these factors, the general consumer price level has been

increasing at an annual rate of about 30% between December 1985
 
and the first quarter of 1987.
 

It is not suggested here that the substantial disequilibrium

currently present in the Salvadoran economy is the result of

the earthquake. The need for 
a program of stabilizing measures
 
was clearly evident even before the earthquake hit. On the

other hand, there can be no doubt that the earthquake has
 
increased El Salvador's already-substantial requirement for

economic resources, and has further enhanced its dependence on
 
foreign assistance.
 

VII. RECOMMENDED ENVIRONMENTAL THRESHOLD DECISION
 

The initial Enviromnent Examination indicates a negative

determination as the recommended threshold decision (See Annex
 
No. 18).
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ANNEX 	NO. 2
 

sector
EarthLquake l)amages_ _by 


of San Salvador primarily affected by theHousinc -- The areas 
quake contained approximately 94,000 housing units, of which an 

1.,30() to 60,000 dwelling units were atfected. Ofestimated 
housing units were completely destroyed, and at 

these, ').3,000 
the variety
units were severely damaged. l)ue toleast .3,oo 

and number of slum, meson tenement- rental), arid jllegal 
is ditficult to

housinq uAilt.', an accurate value of Lthe damages 

. The CEPAL e;tiAMate Ior reconstruct oii andesta)] i;h 

rehabt i at: io i s $234 mi llI on.
 

Educa. io - The'h(- pubilc education system was paralyzed, with 
damaqe, and another 2,125

1,371 	 cla,ssrooms susta ining severe 
The school year which wass',sta ini litioder ate to minor damage. 

delayed for weeks and serious
to start In Ft,ebiuary, 198/, was 


ol l-l tacllt ies has occuried as a result of

overcrowdn q 01 e rig 

part f 0the city. Thethe ci a:;.;I - oi! i slho-tage in 111a'y 
are iuised daily for several

class roomis; whilcli a re tunctloni n 
.	 can only meeL 3 days per week.clas!s 	 se, io ns . Many classes 2
 

repair arid replacemiril is $P6
Total 	 esriimated cost or 

tac lit i es includirqmill o. PrIvaote edlucati onal 

klnderqairtlens , primary, secoindary, trade, vocational, and 

were also atfected. An .I.ID. tinancedtechnilc,.l schools 
schools for low- income ,students in the 

survey of- 201 private 
8.2% were completely demolished, an additional

City showed that 
Repair or
and 13.5% moderately damaged.1.1.6% 1n1nhabitable, 

costs 	 for the private schools surveyed totals
reconstruction 
$10 til I I ('n. 

was. one of the mos;t. seriously affected sectors.
Hteallth T']hi<s 
SIx public aid f:our private lhosl ta Is with a capacity of over 

after the disaster, and
2,500 bods wore evacuated within hours 

chisapacity was destroyed beyond repair. Four major
miuci of t 
hospital.; (Ililamln Bloom Chiildren's Hospital, the Social 

the Pollclina Salvadorefta and the Gynecology
Security 	 'pital, 
more sufferedCenter) were irreparably damaged, several 


centers and health

exte.nI:lve damage, and nine public health 

repai r/replacement
e 	 While calcul at ions otpost.,; 	 w level led. 

are (lilt !(tll, CEPAI, es.timates tor public sector
 

co.t.; 

f, ci It I:; pl,,ce the damages ait $9/ .0 millIon. 

otfices, dental. offices,
[i tle i riv,,ite ,sector, many medical 

arid laboratories were
clinics;, speclalt.y hospitals, 

•hus sustaineda fault line and alsoconcentrated along major 
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damage or were destroyed. Although no complete census has yet
 

been done of the costs of replacement or repair of these
 

private facilities, it is estimated that the cost of
 

reconstruction/repair work for the private health sector
 

approximates $10 million.
 

Public Services - Of the tour major electric substations that
 

provide power to San Salvador, two were heavily damaged. The
 

water system experienced innumerable rupCures, and 185
 
damaged. Telephone
kilometers of water and sewage pipes were 


service was badly disrupted, two central switching stations
 

knocked out, with switching equipment for 1.7,000 lines
were 

damaged beyond repair. Total estimated damage Is 107 million.
 

Public Buildings - Operations of the Government of El Salvador
 

(GOES) were brought to a standstill and many ministries and
 

agencies were literally thrown into the streets by the quake.
 

About 80% of government offices were left unusable or were
 

severely damaged. Key Government ministry buildings destroyed
 

include the Ministries of Planning, Interior, Justice,
 

Education and Agriculture. The National Assembly, the Central
 

(BCR) the Supreme Court, and the Judicial Center
Reserve Bank 

including the Appeals Courts, Labor Courts, Primary Courts, and
 

many offices of the Justices of the Peace were also destroyed.
 

Estimated damage is $53 million.
 

Private Sector - All aspects of business, commerce and industry
 

were affected. A survey of the more heavily hit center of the
 

city revealed a loss of buildings, equipment, inventory, and
 

production of $207 million.
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ANNEX NO. 3
 

El Salvador Earthuake Recovery ProLect (519-0331)
Status of 


As of June 30, 1987, $ 45.2 million of the $ 50 million
 
to GOES,
obligated had been disbursed: (1) $41,5 in advances 


of which $ 21.6 have been liquidated, with an additional $6.9
 

the process o review and liquidation; (2) $3.7 in
million in 

the form ot direct All) payments to suppliers. $2.2 million of
 

the undisbursed balance is being reprogrammed to housing and
 

from the employment generation and
small business credit 

temporary shelter components.
 

The status of Project components is summarized below.
 

(a) 	Employment Generation/Rubble Removal
 

This 	component has terminated. It generated 897,206
 

person days o work in concentrating rubble for loading and
 

labor force, funds were programmed
removal. In addition to the 


for the cost o heavy equipment to remove rubble from streets
 

and homesites to landfill areas. 1.15,000 cubic meters of
 

rubble have been removed. The Ministry of Public Works (MOP)
 

equipment, operators and supervisors.
has provided the bulk ot 


A final phase began in mid April with MOP cleaning out storm
 

and ensuring that natural waterways, culverts and other
 sewers 

drainage structures were unobstructed to the extent possible
 

of the rainy season.
prior to the start 


(b) 	Credit for Rehabilitation of Micro and Small
 

Enterprises.
 

Under this subcomponent, $10 million was programmed to
 

assist small and microentrepreneurs reconstruct and repair
 

or destroyed inventory, and
their businesses, replace damaged 


reinitiate operations. The resources are channeled through the
 
Fund 	for Financing and
MIPLAN to commercial banks and the 


provided
Guarantee for Small Enterprises (FIGAPE). Loans are 


b% with a 12 year term for reconstruction
to the borrower at 

and repair of buildings, 8 years for replacement of machinery
 

and 3 years for working capital. Of 245O loan applications
 

been granted and $8.4 million
received, 2,102 loans have 

June 	by financial institutions to
disbursed at the end o 


borrowers.
 

(c) 	Housing - This $28 million component consists of 
low incomethree principal activities designed to assist 30,000 


8,000 home owners.
families, and provide credit for up to 
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(i) 	Temporary Shelter - The original component
 
$6 million, of which
allocation of $12 million was reduced to 


$5.6 million is for the purchase of materials such as wood,
 

nails and galvanized roofing required for the construction of
 
for Institute for Urban
temporary shelter, and $400,000 is 


Housing (IVU) activities to be mutually agreed upon between the
 

USAID and the GOES.
 

Materials distribution began in mid-March and
 

terminated in June. Twenty-three distribution centers were
 

involved and are now closed. Accrued expenditures totaled $4.3 

million at tne end of June. The number of shelters improved 

was 33,400. 

('i) Slum Improvement - After a review of the program
 

in February, $3 million was reprogrammed for the repair 
or
 

reconstruction of small civil works projects, such as retaining
 

walls, curbings, drainage structures, sidewalks, and other
 

small-scale infrastructure required, and for relocation of
 

fimilies left in the streets by the earthquake. 34 Projects to
 

b carried out in selected slum areas in the municipality of
 

S i Salvador have been approved. A.I.D. had advanced $1.8
 

the GOES by the end of April for this component.
ml lion to 


(III) 	 Home Repair and Construction Credit - $19
 
the use of home owners to finance
million was programmed for 


the repair or initiate the reconstruction of their houses.
 

Principal beneficiaries are employed laborers, wage-earners, or
 
lack resources to
self-employed homeowners that otherwise 


repair their dwellings. The funds are channeled through 17
 

existing banks and savings and loan association, with maximum
 

loans of 020,000 ($4,000). Repayment terms allow up to 20
 

years repayment and 	4 years grace on principal with a 5%
 

interest rate. Of some 9,600 loan applications, totalling
 

0153,936,000 ($30,787,200) received, 6,184 were approved as
 

of June 30, 1987. $18.0 million had been disbursed by
 

financial intermediaries to borrowers as of that date.
 

(d) Public Services - $8.4 million was programmed for
 

immediate repair and restoration purposes, principally for
 

erection of up to 825 temporary classrooms and the repair of
 

400 damaged Classrooms, construction of temporary medical
 

facilities and water and sewerage restoration. Other public
 

works include municipal structures and critically needed
 

government buildings. The construction is largely stop-gap in
 

nature and does not 	address permanent restoration and
 

reconstruction requirements. Allocations of funds for specific
 

subprojects have been made, reconstruction of 506 c".assrooms
 

has been completed and 212 additional temporary classrooms were
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Action plans tor all
 
contracted tor by the end of June, 1987. 


are in the contracting
other projects have been approved hand 

the end of June were $2.7
phase. Accrued expenditures at 


the status of: the
More detailed intormation on
million. 
 can be
 
Recovery Project implementation as o June 30, 198I 


1987.

tound In San Salvador 09396, dated July 21, 




ARTEX III
 
Econcm ic Ccnsiderations 

Cuodro 1
 

POR EL TERREMOTO
DAR0S CAUSADOS
ESTIMACIOW DE 


xil~ones de d6teresa/
Millones de colones 

1ot.L Directos indirectoZ
lotaI Directos 1ndirectos
Factor y subfactor 


87 ' 660
1 0714 372 3 301

Total 

74 393 378

1 965 1 894


Infraestructura social 

42 234 226
1 174 1 13Z
Viviendm 


91 6
27 97
483 456 

- Salud 

1
62 61
311 306 5

Educoc16n 


236 193 146 47

966 730
Infroettructurl econ6mica 


20 11
53 31
153 100

Agul y ilcentaritItdo 


7 27 26 1

136 129
lelecowunlcac|ones 


13
19 6
95 30 65 

Electricidad 


18
30 12
152 6Z 90 

::ansporte y vialidad urban& 


263 253 10 53 51 z
 
Edilfcios publicos 

28 26
142 131 11

Banco 

5 5
25 25
Ot ros 

207 136
031 677 354 

Sectores productivos 


18
37 25
129 92

Inductr i 


118
- 317 181
902 585
Coecio 

tverrencIl y rehablitacl$6n 126 126 25
 
- ,ruieBita 

56
281 56 

Demolci6n y remoc16n de ascombros 281 


L.flL3.i7 Emtlmac tones do ka CEPAL. 
do ioS Estados Unidos.

ji A raz6n do 5 coaones por d6Lares 

http:L.flL3.i7
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ANNEX NO. 4
 

CONSTRUCTION STANDARDS AND URBAN PLANNING
 

1. Urbanization and Design Standards
 

a. Background. Historical evidence suggests that
 
urbanization and construction standards will not be an obstacle
 
to the development of options presented under this
 
Reconstruction Project. Urbanization standards have been
 
reduced significantly during the past two years, a favorable
 
trend for the Resettlement component. The resettlement
 
subprojects analyzed show no internal vehicular road networks,
 
but contain wide pedestrian paths with communal parking. In
 
the past, when standards were "officially" high, authorities
 
could be convinced through the presentation of affordability
 
analyses to allow special dispensations for low income housing
 
projects. There is a new un-approved "Reglamento de
 
Urbanizacion" (un-avallable at this point in time) which will
 
probably be put in force in the near future. Until that time,
 
the Standard Building Code will be followed subject to the
 
above dispensations presented to assure affordability.
 

b. Seismic Design Standards. Structural building design
 
for new buildings (such as the markets) will follow the newly
 
established Provisional Seismic Design Code (Reglamento de
 
Emergencia de Disefno Sismico de la Republica de El Salvador)
 
which was legislated into effect November 1986. The
 
Provisional Code is patterned after the California1 and
 
M~xico City Codes and is considered to be fully adequate to
 
start a restoration and recovery program for SSMA. Structural
 
design ot major new buildings and multistory structures will be
 
improved using this Provisional Design Code guided by the
 
Seismic Risk Map and related data to be provided by USGS as
 
discussed below. The USGS draft report is scheduled for
 
delivery in August and a final report by September of this year.
 

From a practical standpoint, it should be recognized that
 
for buildings being repaired, the repairs will not necessarily
 

I The California Code may not be total transferable to the
 
San Salvador situation since large offshore earthquakes may
 
shake tall buildings in San Salvador at higher amplitudes than
 
considered in the California Uniform Building Code.
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bring the entire structure up to 
the new Provisional 
Seismic
Design Code standards. 
 The Provisional 
Code, Chapter 17,
specifically addresses the issue ot 
structures damaged in 
the
October 
1986 earthquake, where repairs only are contemplated,
and requires 
a study be undertaken. (While the Code does
specifically make 
not
 

a distinction, in 
practice their requirement
is applied only to 
major repair work for multi--story
buildings). 
 The study first must look at the entire structural
integrity of 
the building to determine the 
extent of structural
damage. 
 Depending upon the classification of damage, 
the Code
establishes procedures, 
In varying levels 
of detail, to be
followed in diagnostic review, repair alternatives, 
final
design and critical technical requirements for 
construction
 
supervision.
 

In the cases of A.I.... financed repairs relating 
to
multi-story buildings, 
care will be exercised to assure 
that
the Provisional 
Code Chapter 17 is followed.

reasonable, some structural upgrading will 

Where costs are
 
be undertaken to
improve the structural integrity of weaker undamaged sections
ot the building. Still, 
while the repaired structure may be of
a higher standard than the original design, as 
a whole, because
of prohibizive costs, 
it may not meet the same standards now


required tor 
new constiuctLion.
 

2. Review Procedure to 
Assure Comrliance.
 

A newly established Joint D)esign Review Board 
(JDRB) has
Indicated a sincere desire to 
use the promised USGS data in
their drafting of Procedures, Development Plans and Building
Zoning, and consequently in design reviews. 
 The present
procedure of 
the JDRB is to review preliminary design drawings
for conformity to 
Right-of Way, development plans and zoning
restrictions. 
 Upon submission of construction drawings and 
an
application for 
a building permit, 
the JDRB completes a full
review for compliance with all 
regulations. Building plans,
for other 
than single family houses, to receive approval, must
be signed by a registered engineer or 
architect, and submitted
with 
a design memorandum giving soils analysis, design criteria
and structural calculations. 
 The JDRB accepts the registered
engineer's signature as 
certifying complete conformity to all
codes and regulations. This 
procedure is similar to U.S.
practice and is acceptable for this program. 
For single family
houses, requirements are less 
precise and stringent.
 

3. USGS Seismic Risk Analysis.
 

USAI) commissioned 
a USGS seismic risk analysis in January
1987. Currently underway, the study will provide a
probabilistlc assessment 
of ground accelerations and velocities
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for the entire country and a detailed mlcro-zoning map of 
theSSMA and areas to the north proposed lor uture development.These data will provide the basis for a new seismi c designregulation which In turn, will serve as tHe legal andprocedural framework I or the desigo t engineered buildings.
Design protessionals would thereby caretuly investigate
speci ic )uilding site and tail O the design 

a 
to soilcondltlo'is, proximity of iauits, set back trom steep slopes,etc. HlIJdl rgs Iinheroently vulnerable earthquaketo damage such as talI structules or those to be lo cat(e(.d on sites of known


hiqher risk woul(1 receive more oxlaust 
ire analysis. 

Becu.;e t he study requilres time to undertake, the Project
Agreemeit conltalns a covenian0t that UP GO:,S 
 will enforce theProvisional Code put into effe[ct in November 1 9 8 o, throughoutthe period necessary to inalizo a code based upon the
conclusi ons and recommendation0s 
 01: ow seismic studies, and,thereaf t:er put Into etlect and enf orce a now permanent code.In addi t ion, appropriate legal anthori ties ,li_ review bui ldingplans prior to issuance 0A building po-mALs, inspection of anyconstruction finlancod with Ai fuinds will be pact of the A&Eservices to assure adheiro. to des I (J 

What umu: not los I.5 ; be nright oi, Hlo-,: er, is the inescapable
historic,:| cOtext 'hlich recUMtIn the rMil jo] is to takeplace. A study by the United Stateos Gcololgi cal. Surveyseilsmolig <st in Jdint, OcLber 39H7 conti rid what: Salvadorans
have known lhroughou yunelOfltons, tLhat the country generallyarid San Salvador and its environs, in particular, aresuscept ibJ e to sei smi cserious hazard:;. Numerous earthquakeshave occurred in close assoclition with the oceanic chain whichruns the lengli of I,'I S..vador and continues into Nicaragua andCostd Ricoa ; the major coli neL dl plaLo i nterftace of the
Pacific coast has generated high magri tude 
 events, afftecting
large areas oI the land mass 

The s ci si1 ologists noted that San Salvador aid thesurrounding area, called "Et Vaile de las Hamacas" bypre-coJombian Irdiaris, hos seen major earthquakes occur on manydifferent taul.,s, that during the last 225 years these haveoccurred at an average o1: every 20 years, and that future

earthquakes are 
likely to be more severe than that of October
 
10, 1986.
 

The task lacing the GOES, therelore, Is diitticult but notimpossible. Simply put, there is no "risk free" 
zone. As
reconstruc 
tion goes forward, close attention must be given toquestions of population density and measures to Improve
resistance to seismic activity. Most of the structures, forexample, which were built in accordance with the more strict 
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building code instituted after the 1966 earthquake were
 
relatively unaffected by the October 1.986 earthquake. Further
 
improvements in the code and in entorcement. o the building

codes in multistory structures must be a priority for the GOES
 
if the effects of future earthquakes are to be managed. 

4. Informal Construction.
 

While in theory the GOES strategy makes sense, the reality

is that much of the informal housing for the poor bypasses the
 
permitting process. The real impact of 
the GOES strategy, at
 
least initially, will be in the review of multi-story

buildings, apartment hostels (mesones), and structures
 
requiring use of credit lines. However, small, key groups are

being established for specific reconstruct. ion zones to better 
control adherence to zoning guidelines. 

A first step in undertaking this etfort has been a 
district-by-district damage survey conducted by VMVI)U with
 
USAID support. This process has yielded a cross-sectoral
 
geographic profile o1 needs and is also ultimately expected to 
serve as the basis for the longer term development of the SSMA
 
and surrounding area. All data has been collected and the
 
VMVDU is currently processing, tabulating and interpreting the
 
data. 

Because of the importance o maintaining social and 
>conomic stability, the need to rapidly restore shelter and
 
services to the urban poor cannot be minimized. For this
 
reason, the AID reconstruction project is designed to provide

assistance in the metropolitan districts most affected by the 
earthquake. The project will, however, be designed and carried 
out within the framework ot the GOES strategy for Improved
regulation of growth and construction standards. 

. Building Materials. 

Materials to be used in the construction of buildings

"Inanced by this project will have their and origin
source 

pcimarily in El Salvador with limited shelf items coming from
 
ie United States or the Central American Common Market.
 

B-Psides reinforced concrete, the primary building materials
 
12sea In walls and roofs are galvanized sheet metal,
 
..
t3bestos-cement panels, and concrete 
block. The PiD approval
 
was based upon the LAC Chief Environmental Officer's proviso

that language be included in appropriate documents that would
 
prohibit the use of asbestos and asbestos-containing building
 
materials in All) funded projects.
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A covenant to this eflect will 
be contained in the Project

Agreement and simi lar language will 
be included in a]l A&E

design contracts. In the place of asbestosA. cement panels,
de:;igner; wi Il be in'structed to consider a locally produced
i-her- ement panel whi ch provides nearly the same
 
characteristics and currently is 
priced 10 to 15 percent below
the asbestos cement market. 
 The source ot the tiber cement
 
board is Irom EIIRKA (a S;alvadoran firm) sold under 
the trade
 
name of l tlROMI,I'I. In addition, the des i gn engineers will be 
instructed to invest igate other Jight weight root ing designs
and present their I i nridrg<; durring preliminary design reviews. 

An alt ernaite buildinq(i materiala to 1l brolit i-s galvanized
sheet iiet al, but due I t tie low insu lati ng value, acoustical 
[ro)]lems, id the I act t halt it IS an imported item, the use of 
sheet metal will be held 
to the mlin imum. 
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ANNEX NO. 5
 

DEMOLITION SITUATION
 

1. B ackjound. During development of the project, it had
 

been noted that numerous buildings severely damaged by the
 
only a serious
earthquake are still standing and pose not 

public safety problem but also substantial commercial and 

economic loss to the affected areas. A survey was made of 

those structurally unsound buildings needing demolition. 
lead entity
Consultation with the Ministry of Public Works, the 

for condemnation, and the Municipality of San Salvador led to 
begunthe determination that a slow process ot demolition had 


in the city by private sector entities. This process has been
 

complicated by the underinsurance of structures by the owners,
 

and/or the slow response by insurance companies to settle
 

claims. A further complication is reported to be the
 
for demolition
reluctance of the Central Bank to provide credit 

and reconstruction of commercial structures because of overall 

credit policy which provides that financing for this type of 

endeavor must come from the resources of the individual 

commercial bank and must be placed at high interest rates. On
 

the public sector side, selected efforts are already underway
 

to demolish or repair a portion of the government buildings.
 

were made to obtain2. Assessment and Status. Attempts 
Public Works regarding the
statistics I rom the Ministry of 

extent oi* damage caused by the earthquake, status of demolition 
major structuresand clean-up since that time, and a list of 


ordered to be demolished under the legislative authority of 

Decree No. 496 of October 1986. This Decree No. 496 gave the 

Ministry of Public Works (MOP) the Authority to order 

demolition of buildings representing a public safety hazard.
 

As concerns clean-up, 115,000 cubic meters of primary
 

rubble was removed under Project 519-0331. With a few
 
over waste
exceptions the Mayor's office has gained control 


disposal by private individual and commercial enterprises who
 

are taking short cuts in ti'e removal of this rubble.
 

The initial assessment of damaged buildings conducted by
 
be quite
the MOP and the Engineering Society appears to 


complete. it is listed in a computerized database containing
 

the name, location, classification of damage and comments on
 

each structure. The number of structures contained in this
 
includes both
original damage assessiment list is 2188, and 


public and private structures damaged by the October 1986
 

earthquake. This list can be found in the bulk files.
 

Maintenance of recozds regarding actions taken to either repair
 

or demolish the structures, however, has seriously lagged
 

physical progress. It is clear that more of the Ministry
 

efforts have been concentrated on monitoring the situation than
 

in maintaining records.
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It is important to recognize that a considerable amount of
 
private sector ettorts have taken place to demolish unsafe
 
buildings and the process is still on--going. An ocular
 
inspection made in late July, when compared with a similar
 
inspection made in February, clearly points to the fact that
 
massive efforts are underway by the private sector. As of
 
August 1987, all of the most dangerous structures in the city
 
center have been or are presently being demolished. This is
 
not to say that there are no more buildings to be demolished.
 
However, the bulk of th(- damaged private sector buildings which
 
posed sattey threats in the downtown area are demolished and
 
work has now shifted outward..
 

From the original assessment ot 2188 buildings mentioned 
above, the MIns-try continues to identify buildings posing 
public safety hazards and issues orders for demolition by the 
owners. If the owners tail to take action, the Minister plans 
to use this Decree No. 496 authority. 

The 1ist or condemned bul[dings, which makes up the 
structures cturrently ordered for demolition, is constantly 
changing. As buildings are demolished, they are removed from 
the list and as the Ministry stall has time to investigate more 
fully the condemned buildings on the original list, new orders 
are issued and these structures added to the "Ordered 
Demolished" list. As o1 July 30, the list contained 43 
structures ---- two Lrom the public sector and the rest from the 
private sector. Twelve buildings were removed from the list as
 
having been demolished since the previous issuance two weekE,
 
ago. The attached table gives a list and location of these 113
 
structures ordered demolished. USAID visits to the listed
 
sites reveal that many of the buildings have, in fact, been
 
demolished, but not verified by MO11.
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ANNEX NO. 6
 

Capacity of the Construction Sector
 

1. Historical Growth Patterns
 

Construction accounts tor only 3% of GDP. Value added grew
 

by 4.4% in 1986, down slightly from 4.6% in 1985. Projections
 
this year.
art- that value added will grow by 16%
for 198'/ , 


2. Architectirl and Enlineerinq Firms
 

There are twenty-live such enterprises affiliated with
 

them have standing arrangements with US A&E
CASALCO. Most o 

or otherwise
firms Lor proposing on a joint venture basis, 


Their level of activity
accessing needed specialized skills. 


has expanded significantly since the earthquake and there are
 
draftsmen and other skilled
 some indications that the supply of 


labor employed by this type o enterprise is reaching its
 

date, the local A&E firms have been able to
limit. lHojever, to 

cope with the demand and it is not anticipated that the
 

requirements ot the proposed project will strain their ability
 

to respond etticiently and promptly.
 

3, Construct.__on . r ms
 

There are 228 such tirms attiliated with CASALCO.
 

Approximately 108 engage primarily in heavy construction, e.g.
 

The other 120 deal primarily with
public works and demolition. 


are
The housing construction enterprises reported as 


housing construction. Approximately 90% of the 228 enterprises 

are operational. 

still 

having excess capacity. Estimates of just how much vary.
 

indications that any construction project has been
There are no 

delayed b' lack of capacity here. Also, in the housing repair
 

and and small shelter construction area, much work is performed
 

by the owners contracting directly with a "maestro de obra
 

and thus bypassing the construction firms.
 

Even though not operating at capacity, CASALCO reports the
 

building contractors are facing increasingly serious problems
 (1)

which could attect their ability to respond to demand: 


short supply of skilled labor (masons, bricklayers, carpenters,
 

electricians, etc.). This is probably due to massive and
 
people with these skills. Plans are
continuing emigration of 


to cope
well advanced for instituting new training programs 

(2) shortage of building materials. (See
with this problem; 


discussion below).
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The heavy construction firms are reported to be more fully
 

occupied than the housing construction enterprises, but here
 
again there are no reports of inability to respond to demand.
 

Partly this may be due to the tact that the public sector
 
(Ministry ot Public Works and other government entities) have
 

In-house capacity to carry out work on force account. The
 
major problems affecting this element of the construction
 
sector to respond to demand are reported as: (1) financial
 
liquidity, caused by serious delays In payment by government,
 
on the one hand, and pressure from the banks to pay on loans
 
which were taken out In order to execute the work contracted
 
for by the government, on the other. This situation reportedly
 
is causing firms to fall behind in their social security
 
payments and similar obligations. Since it is usual practice
 
to require a tirm to show evidence that it Is up to date in
 
this regard, in order to bid on a public sector project, this
 
financial liquidity problem may be limiting competition on
 
bidding. Also, of course, access to new credit for new
 
projects is affected unfavorably; (2) availability of spare
 
parts (see discussion below). It is reported that a
 
considerable amount of equipment is deadliried due to lack of
 
spare parts. Nevertheless, for this project, It is believed
 
that the local construction firms have the capacity to
 
respond.
 

4. Equipment and Spare Parts
 

An examination of certain construction machinery Imports (codes
 
84.22 and 84.23) for the nine months preceeding and the nine
 
months immediately after the earthquake reveal that imports
 
increased by 70% in value terms (from $821,829 to $1.4 million)
 
and that the number of transactions increased by 155% (from 65
 

to 166 ). Imports made directly by public sector entities were
 
limited to 5 transactions In each of the two periods,
 
accounting for 6.3% of the total value prior to the earthquake
 
and 19.6% of total value after the earthquake. This does not,
 
of course, mean that the rest of the imports were for private
 
sector use, since government may have imported for Its use
 

through local manufacturers' agents. It should also be noted
 
that the two import categories for which data was available do
 
not cover all types of construction equipment. For example,
 
trucks are not included. However, this data, together with
 

reports that the Central Bank has removed prior deposit
 
requirements for construction machinery imports, does suggest
 
that the GOES is complying with the covenant In the Earthquake
 
Recovery Project (519-0331) to facilitate imports of this type
 
of equipment. Also, the government Is planning to eliminate
 
customs duties for this type of equipment.
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Itsol lobroethtte 	 aagvnaoe niprs
 

shoul 	 "a
'eqit mnt alhoenbteatato bte prgivenabov& on imp.ts
 

b duip 
craneot clad otr etoiesigo fod~reign exchage,
 

* 	or it may be due to distribution arrangements, I.e. the local,
 
dealers preference for use of available credit, and similar
 
factors.
 

b. Building Materials
 

There are 50 producers of construction materials affiliated to
 
* C~ziASALCO. While time did not permit an in-depth analysis, there 
*.are reports that the supply of building ,ptrasmaybecome a
 

maj or bottleneck. Clybik are already in short supply,

largely a result ofthe traditional 28 day, wood'fired kiln
 
technology employed. Import at a few modern''brick making
 

. machines, costing only about $70,000 each, could speedily
 
resolve this -problem.
 

are 3 cement block manufacturers. ft is reotdthat
 
they and the cement producers may be getting' close to their
 
production capacity. Fiber cement materials will probably be
 

.There 


an important Ingredient In construction financed under this
 
project. Only one firm produces this material. However, It
 
has been expanding Its capacity -and shiidbe able to, meet
 
demand.
 

As concerns imports of building materials, In the 9 month ~ 
period prior to.Uie earthquake there were 1,338,transactions 
for a value of $5.4 million. This compares to.4333........
 
transactions (an Increase of 224%) for a value of $21.3 million
 

increase of 401%) in the 9 month period after the quake.
'(an 


Since the earthquake, this material has been permitted to come
 
'In
~non a duty free basis.
 

Th 	 of' the imports can be seen-on- the following
'opsto 


table~f' It is interesting to note that there were'no. imports of
 

cement,- ndicating-that local Industry-ha's -been--coping -with
-, 

demand . ) -'4 -444 ' 	 44 : , 

4- 44A4- 4
44-

- ---	 44~ -4'ka 
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Construction Material Imports
 
January, 1986 - June 30, 1987
 

Jan - Oct 10, 1986 Oct. 11 - June 30, 1987 % Increase
 

Transac. Value (000) Transac. Value (000) Transac. Value
 

Lumber, Wood Products 314 1928.8 1054 6655.5 236 245
 

Plastic Constr. Mater.
 
including tubing 95 481.7 406 4228.2 327 778
 

Iron & Steel Products 502 1568.3 1692 11,386.4 237 626
 

Other Materials 427 1,464.7 1,181 5,004.1 177 242
 

Total 1,338 5,444.0 4,333 27,274.2 224 401
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ANNEX NO. 7
 

Other Donor Activities
 

IBRD
 

The IBRD has agreed to provide support for the first phase of
 
area


the longer term GOES plan to expand growth into the Apopa 

assist with reconstruction
north of San Salvador as well as to 


needs in the SSMA. Agreement has been reached with the GOES
 

million program which includes reconstruction "in
tor a $102.11 

($18
situ" of 3,000 shelter units in condominium-type mesones 


million), relocation ot families 	to Apopa ($2.2 million),
 
400 classrooms in the SSMA and
reconstruction/rehabilitation of 


Northern areas ($11.8 million), reconstruction of government
 

in the SSMA ($14 million), road construction,
buildings 

.upply installation
telecommunications link and minor water 


from San Salvador to Apopa ($9.7 million), credit for
 

microenterprise in the SSMA and Apopa ($12 million), training
 
($3 million), technical
for construction Industry workers 


studies/technical assistance and project management ($5
 

million), and contingencies ($?1 million). Included in the
 
funds from Japan for
IBRD package is $13.5 million in grant 


$12 million will be used in the
management by the Bank. 

and the remaining $1.5
shelter components of the package, 


million will support technical assistance efforts.
 

IDB
 

million in loan assistance has been
At the present time, $1U.i 

and is
approved by the 1DB, signed by the GOES on July 15, 


awaiting Legislative Assembly ratification. The components
 

Health $3.1 million (project activities still under
are: 
million, to provide equipment and
discussion); Sanitation. $3.4 


enable repairs to pipes in the water and sanitary
materials to 

system; Energy, $4 million, for repair of electrical
 

replace
substations; and Telephone service, $5.6 million, to 


damaged phone exchanges. In addition, a $7.1 million grant for
 
approval. The IDB has also
assistance to tugurlos is also near 


indicated a wlllingness to provide a $160 million loan for
 
and for ANDA and
construction projects in the health sector 


meet with the GOES in late
MOP. A prenegotion team is due to 

summer.
 

Othe r Mul.ilateral
 

Other internatiunal organizations which could potentially
 

provide funding include the Central American Bank for Economic
 
funding which can be used
Integration (CABEf) through its HG 


for housing reconstruction. CABEI has offered the GOES $8
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million for this purpose. The United Nations Development
 

Program (UNDP) has provided for emergency repairs to Rosales,
 

Bloom and the Social Security hospitals and will give limited
 

assistance for low cost housing.
 

Bilateral Donors
 

Venezuela has made available a $9 million credit line through
 

the Central Bank for private enterprises, principally for
 
West German grant assistance will
construction materials. 


provJii= $ 2 million for the construction of the new Benjamin
 

Bloom Children's Hospital and technical assistance in planning
 

for the municipality of San Salvador.
 

The Italian contribution to the reconstruction effort may be
 
as it is currently programed at $100 million
substantial, 


composed of a $60 million grant and a $40 million concessionary
 
as new
loan. This program 	tentatively includes such components 


sanitary faciliti.es 	in the areas of the city occupied by
 
tugurlos, relocation of homeless familleb in Apopa,
 

a
improvements to infrastructure, evaluation of seismic risks, 

low-cost housing reconstruction program aimed at turgurlos In
 

the SSMA in combination with micro-busipess assistance and
 
training, clinic rehabilitation, and consideration of solid
 
waste and sewerage collection systems.
 

Smaller, but still sizeable contributions are expected from
 
other European countries;. These include: (1) France, with a
 
$16.b million loan to assist in the construction of a
 
replacement for Rosales Hospital; (2) Spain, with $700,000 for
 

technical assistance for reconstruction of a health clinic and
 

the Candelaria Church; (3) Belgium, with $250,000 for
 
an Old
reconstruction of the Cuscatancingo Health Unit and 


Peoples Home; (4) the European Econonic Community (EEC), with
 

$8 million for a new 100 bed hospital in Zacamil and a possible
 

$14.7 million for Industrial/commercial activities; and (5)
 

Holland, with $330,000 for reconstruction of the San Jacinto
 
and San Miquelito Health Units.
 

Other contributions 	include: (1) reconstruction, which is
 
already underway, of the Ciudad Delgado and Mejlcanos Health
 
Unit by the Government of Chile for a total cost of $500,000;
 
(2) equipment and vehicles for rubble removal from the
 
Government of Japan for $1.8 million, plus the delivery of
 
seven 	cranes from Italy for demolition work; and (3) equipment
 

in Santa Tecla from the Commonwealch of
for a trauma center 

Puerto Rico with an estimated cost of $250,000.
 

http:faciliti.es
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After giving due consideration to these activities, the Mission
 
carefully reviewed the list of needs and damages which were of
 
high priority for redress of the earthquake damages. This
 
review confirmed the need to stress priority concern for
 
housing, especially low-income apartment restoration, and the
 
reconstruction of schools, major markets, and private sector
 
enterprises which provided social services. The city's
 

lifeline road, damaged in 16 separate areas, requires
 
substancial repair, and small/medium businesses were found to
 
lack credit to repair their buildings and replace equipment.
 

Also, it as felt prudent to program a small amount of Project
 
funds for vital public health facilities where other donor
 

financing may not be provided in time, or when the requirement
 
is left uncovered for other reasons.
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ANNEX NO. 8
 

Overview of Financial Intermediation System
 

1. Institutions
 

The following sketch presents the different entities that
 

make up the financial Intermediation system in El Salvador,
 
state owned in whole or In
which is either nationalized, i.e. 


part, or closely controlled by government.
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ANNEX 8 

>> a.f The Junta MonetariaJ.'Monetary Board,SIsresponsible for 

ovterriat~poli -iontarys, c p liij1iLL 

Planning: (who is aloP sdn ',teiiad,'Ynne conomy~
oreign, Commerce,,n.giutu~ an~ The sixth, 
s6er Is the. President of the~Central Bank'(BC), wh, as 

s~cve-as Secretary :to the> Board. Spotwork,'fr h Board.14s
 
pefre byBC taff. iAt,,present,theBoad plays mor6'bf a
 
'review role ~with regard to*.poli'cy de'bisins ,,proposed.by ,he:8CR
 
~than 'of a,pqlic)y Initiation role Bu tdoshv the finalY.
 

sayonpolicy matters. 
 ' 

~b. ~ The Superintendencta del Sistema Financiero i 
for controlling and auditin allfinancial<
 

Intermediation1 entities in the system, includig the,-BCR and
 
Aresponsible 


1ensuring that each Is solveiit and is 'complyingwith relevant,,the 
laws,'and regulations., The~Supertntendant is appoirited-by the 
President of the Republic. Legally, the Superintendencili's.a

2 ~dependaricy~'6f the Monetary Board and reports to and4 receives, 
instruction from the Board. However, since it~is financially' 
depenidant on the BCR, it h~s become as much, ,or morle, ~a 

dependancy of the BCR, rather than of the Monetary Bord.~ To 
some degree, because of the dependancy of the Superintendencila
 
on the BCR, and the latter's ownership Interest in the 
commercial banks and Savings and Loan Associatiolns, thre 
Superintendencia.does not fulfill Its oversjightY_-fiictions visva<' 
vis either the BCR or the financial Intermediaries in

~The BCR.is governed,.by a 7 rnerber~Board composedof4
 
memersnaedyr'espectively: the.Monetary Board, ,h
 

Commercial'lBanks, other financial institutions, and the-"
 
indstral/agricultural 4ssociations, 1plus'fth&2resident-and 2
 

Vice Presidents of the 13CR. The President aid'A2-Vice Presidents<'
 
are appointed by the President of' the Republic.
 

Pursuant' to the decree law of'March, 1980f' under which 
the banking sytmwas nationialized, 1 theBCR became the maj1ority Isse 
stockholder,.in a11 ~commercial'~banks andS&Ls.,<Its,s aff: of 800, r& 

)jf whlch approximately 40 r rfsinl,:6cni 
/i'A~~ elatively,efficient. >Most ofisoertoaJualifled a'ndA 
ditficulties can be traced to problemso f.organization anid-' 
control.AA 

~'<~-~ Approximately,16,.7%"of net credit ouitstanding for~ th~e . 

private sector, in 1986'(,had'1f6 origin inn lines 'of~ credit~"' ; 

financed from 13CR resources. Fo 195 te'ecna a 24 

http:control.AA
http:stockholder,.in
http:governed,.by
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Most of the BCR short term credit lines carry the basic
 

17% interest rate to the final borrower, with a 2 to 4% spread
 

for the financial Intermediary, depending mostly upon whether
 

intermediary is a 	bank, cooperative, or credit union. There
the 

are also some heavily subsidized, special purpose lines, mostly
 

financed from donor resources, and a considerable number of
 
4% below the basic rate) for
other subsidized lines t2 to 


agriculture, export industries, and bank refinancing operations.
 

as the
In addition, the BCR operates what is known 

This Fund finances some 15
Fondo de l)esarro]lo Economico (FI'). 


different types of investment (agricultural, education, health,
 
stock
agro-industry, marketing, fishing, lumber, mining, 


final borrowers
adquisition, etc). Funds are available to 


through Intermediate credit institutions for periods from 2 to
 

25 years. For the great majority of uses, interest rates to the
 

final borrower range from I to 10%.
 

commercial banks,
d. Commercial Banks. There are 11 

including 2 foreign owned banks. The nine locally owned banks
 

them (Banco Agricola, Banco
are 	all natiolkaized. Four of 

Cuscatlan, Banco do Comercio, and Banco Salvadoreho) handle
 

the eleven.
approximately 80% of the aggregate portfolio of 


They and the Banco Hipotecario, the operations of which are
 

mostly in the agricultural sector and which is governed by the
 
etc.
same reserve requirements, discount spreads, savings rates, 


as the commercial banks, accounted for approximately 62% of net
 
1985 and
credit outstandlng for the entire financial system in 


for 	66% in 1986. The Banco Hipotecario is not nationalized, by:
 

President is appointed by the President of the Republic.
its 

owned by coffee producers
Approximately 76% of the shares are 


and 21 % by livestock enterprises.
 

all 	depo-z.s
The reserve requirements are high: 20% on 


and a seasonal increase of up to 25% in April/September. At the
 
1) with
same time capital/lending ratios are kept low (7 to 


at
regard to capital and reserves. Savinos account rates are set 

rate allowed is 15% :or
6% annually and the basic time deposit 


180 days.
 

Loans are grouped 	into two categories: (1) for
 
and housing or cther constraction
everything except 	commerce 


place 85% of
valued at over C6O,000, and where the banks must 

to 18% (the
their portfolio at interest rates ranging from 13 


basic rate is 17%); and (2) Commerce and high val
 
rates range from 19.5 to 21%, and
construction, where interest 


where the 15% of the portfolio reserved for this clientele must
 
own resources, i.e. no BCR credit
be financed from the bank's 


lines are available.
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~" - A recent aevaluation of the performance of the 9 commercial, 
aa4 banks and of theMortgageBank's handling, the crdt -nsmd 

prpmiotiont, recleptio~nof 'credit applicationst physical <~

inspectiont monitoring 6f use'of2 credit', ,and:clet s wit 
sub vaitfe's assganed to leach function for-policies nd < "' 

proceedues, personnIel, 'and 'information systems'.' The average ,'score for all banks was 48'.1'&f thea4.mnajor'abanlksreferre to 
~a'above,",3 scored.'well" under tIh average. Thecores of the, 

aQj 

-remfainling a6 banks ranAged from 42.2 toa 58.7.'aSince thea 
a a commercial banks ~are "intended to handle most of atha'e non-housing

credit in the proposed,,project, the Price Waterhouse findings.
 
sugs htsome sytem-o prqaifi and/or assisting -9a. 

a ~ ~ e S.A.VUaviLLngs and Loan Assoc~itions~. 
a These are 8 Savings and Loan Associations (S&Ls) all
 

anationalized 
 in 1980, 'thus making the BCR the principal

shareholder in each. All are under the tutelage of 'the
 
Financiera Nacional de la Vivienda (FNV) described in Sectionf.
 
below, which was, established in 1963 as thereuaoygnc
 

for'the Savings and Loan System (SINAI'). 
 aab.' 

The S&Ls operate in the traditional manner~of. such
 
a 4 institutions throughout Latin 'America., Their' deposit.ory_


services include savings and-term' accounts. not'c" 
'--

tng.
 
Credit activities are specialized in loansfor~heaonstruction,
 
acquisition, oi aimprovement, f homes. "S&Ls-may'also refinance
 

moagecrd 
 reeve 
 ro thr-stttin. 
 Alaon
 

must 'be secured by a firstmortgage. Thseintiuton are <A

authorized to finance multi-unit pirjects~of-bothv the'single 

'a amiyo attachedJ typea-- -- ~
 
'a,, , ihe associations now borrow from. one another as well-as
 

from' the.FNV, an~d have 'the' aiithorityato ;assigiaO'rf;transfer 1their
 
'' aa- mortgage. Despiteathe economic, difficulties 'experienced, bya-El<Salvador in "recent years, 'the. S&Ls'-hae experla'inced a 'net inflow 

' 

a' 

In-a. f ramework'of i.Ethe'overall i~nsttutions'acting 
a--
 Salvador',shle etr h vns and Loan -System has<a 

<financedi more1 hous'ing than all 'thelather institutionscomb-' 
 ai 

a4j~a 
 aIn the period -1950,,through" ,1983, SIA fnce7,317 fhouses~
 
produced' by <the formal construction~sector, or 556percentaof
 
total-ouftput. 1 <7'aa 

'a -a
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From 1980 through 1983 the SINAP financed the
 
construction of 40,624 housing units, with an average unit size
 
of about 40 square meters. The relatively small physical size 
of these units is indicative of a considerable reorientation of
 
the S&Ls' activities. Whereas, prior to 1980, the majority of
 
S&L-financed units were affordable to middle- and upper-middle
 
income households, production in recent years has been targeted
 
mainly towards lower-middle-income households. However,
 
concentration on this segment of the market, in a period during
 
which these households have been particularly hard hit by high

interest rates and El Salvador's savere economic downturn, has 
contributed to the problem of inmobilized assets. 

The S&Ls handled 13% of net credit outstanding in the 
entire financial system in 1985 and 12% in 1986. 

The Price Waterheuse evaluation, described above, also 
examined the performance of the S&Ls. The average score was 
70.3 against a possible 100, as compared to the 48.1 average for
 
the commercial banks. Only two of the eight S&Ls showed any 
serious weakness arid these were felt to be susceptable to speedy 
remedial. action. 

f. Pubilic Sector F'inancial institutions 

There .ire about 10 such entities; an Agricultural 
Development Bank, an Industrial Development Bank, (BANAFI), an 
Investment Corporation, a Credit Union Federation, an Armed
 
Forces Fund and a parallel Public Sector Employees Fund, an
 
obligatory Savings Fund for Housing (FSV), financed by a payroll
 
tax, the FNV referred to above, and a Small Enterprise Guarantee
 
Fund (FIGAPE). All of these entities have access to BCR credit
 
lines, especially those which are heavily subsidized; receive
 
savings in various forms; and make loans. However, only the
 
last three (FNV, FONADE, and FIGAPE) will have a role in
 
implementation of the proposed project.
 

'ilie FNV is governed by a 6 man board, which is composed 
of the President of the institution, who is appointed by the 
President of the Republic, one representative each of the S&Ls, 
the College of Architects and Engineers, CASALCO, the Ministry 
of Planning, and the Ministry of Public Works. It has a staff 
of approximately 1110 persons, which is considered to be well 
trained.
 

The FNV was established in 1963 as the regulatory 
agency for the Savings an Loan System. It was initially under 
the tutelage of the Ministry of Economy and was autononus. In 
1980, it was nationalized and in 1982, placed under the 
jurisdiction of the Ministry of Public Works. The FNV, with BCR 
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pproalestablishes lending term~s and conditins fore theeih
 
~ ~~&Ls, <insures savings nd mortgages, and performs audits< of
 

theise,institutins~, The NV ~reviews$&i reussfrpoject~
al 

finanan.received-by-the1 -SL-ad,,i-apoe,.mni-ors--.the. 

prores f ontructio,to ensure th~at wor1kkeeps pace ,with<' 
'loan .disbur'semnts;' TheFNV serves as the intermediary for any/ 

~ foregn oas to te SIAP. 

Sources of funds-for# the Fina'nciera' include allocations 
from the GOES, sal s of National Housing-Bonis,deposits by the 
S&Ls and foreign and domestic loans..' ~>'' 

The Financiera insures all savidngs accounts.ofthe,<''>' 
SINAP's eight-member institutions up to a limi~t of 1:12,0010 ~ 
($4,800) in return for a premium.: The FNV provides short-term 
loans" to S&Ls experiencing temporary~ liquidity shortgages.. The 

4: Financiera also insuresmrgg on on'behalf~ofK the lndi1W: 
S&L. in return 'fori a premium. This same service available t&'"Kis 


other financial institutions operating under the supervision <of 
the Superintendent of Banks.
 

The Financiera has the capacity to purchase and resell, 
these insured mortgages as a means,ofgenerating additiona1 ., 

resources, for investment in,housing. Ther~e has beenmno direct, 
open" trading of mortgage instruments by the FNV in E'Salvador. 
due to the. Absence of a' resale or" secondary 'market.' TheFNV'has 
sold National Housing Bonds (Bonos Nacionales de Vivienda,), 
backed by' insured mortgages originated' in theSINA «lto'thie~ 
Salvadoran SociaJ>K'Security Fund (CSSS'). Another domestic~sourcex,«
 
of funds channeled to the S&~Ls via the FNV has been the Cenral.,-~ 
KReser've Bank (BCR). The BCR ha.s provided fiiiidsto the FNV~n a 

r ~short-term basis (up to one year) via'a Contingency Lin~e6f'§" ~~i 
Credit., -< 

~ ~~~* funding, sources.,for <the FWV and SINAP have,~".External 


included the. BCIE. (Central AmerianBank for~Economic
 
Integration), <the FIV (venezuelan Investmeit,Fund), Kand AID.
 

F±IGAPE specializes in supervised"C'redit~and~ guarantees"
 

fo enterprses,,(industrial, <comercial ad'service). It"

's"all 


was-'createdK in 1973.~It"is gove'rned by a'Board ,of>Directors,<;~«
"'K < 

whose. Dire~tor~is- appoinited by the IPresident. :Its,. re sources~,
 
.!K"come' from 'J vrmn an BR-rdtLns, n 98:i, rne
 

1'lK,481K1loan's f K,a ota vau6o 0C1,K ilion a aprve 4 

operations for 099,'500.~
K_: Kguarantee 


vlae
'Y«K'''~KK«KK'<" At th same time thtPieWtros the> 

'".K''~mortgage and commercial.<banks'flanQ±J-g of cred~itKunder the, 
Earthquak~e Recovery Pr'3ect, (see Sect~ion d. abv)Khyalso
K'' 

A ~evaluated FIGAPE'usi.ng theK sn criteria .anld scozr!n1g sy'stem. 

http:FIGAPE'usi.ng


--- _They -ra-t-iniite-hghsscrhfgave--FIGAPE-aof.p_87 6 out of a~possible 100,,,, i Ie. 
an h 6t s-r "fr ' y:-oneca~about 30 points more 

onwas alsoevaluated~by~ Price Wa'ro'ead 
,'KBIANAFI 

used for FIGAPE, comm~ercial bank~W<1j~~to rank high on the criteria 

and other~credit entities.
 

g.~ Other Financial Intermediaries
 

As shown on the sketch at''the beginning of, this 
there are several other categories of4'financial 

> 

Vchapter, 

entities. None 'of.thent have relevance. as
intermediation 

Thus the following ,descriptions will~be~
concerns, this project. 


Insurance Companies There are 12 companiesitemae(1)

theymakeloans for construction and 

-

housing at 20..or 21%.
 

(2).Credit Unions - The 40'credit Unions are under 

the tutelage of a state controlled Federation. Credit from them '2/ 
is limited to members of the particular union.. 

-There
(3) Savings and Credit Cooperatives are 12
 
~ *entities, which also'have establ~ished a Federation.' They 

the credit unions,~perform the same type of function as e.g. 
+provision of consumer credit, but can receive savings and make. 

loans from and to persons other than their own members.
 .3'.3. 

9 (4). Finance Companies- There is only one,. which was, 
.3 . 

created 3 years ago. On a commission basis: (rates fixed by BCR)~ 
guarantees for construction bid, bank loans,,:etc..it provide's 

3eurdo
and also establishes Fidelity Bbonds~weetee a r-eI 

e.g. for bank tellers, and others who handle money. 

-,Certain
(5Public Sector, Commercial Enterprises 

of these, inter alia,,capture 1savings~andmake loans. Four ~that
 

have ;been~ idniieU
 
producers l INASUCAR, which deals wi th suar prducersi' IRA.,
 

which i's concerned with asic'food' commodtie's; and IVU'which~i's)
 

n sale of 1 mediu'sing'tl.ous ngconcerned wit osrc~o 

Y (6) Auxiliary redit Organizations .*'E Salvador'sI 

legislation on the financial intermediation sytm est~b1ishes. 
tie such a'~oi arhue h sto6ck market,en' 

'3" 

pwnpKa, shops and 'othe'r ~3entities twill be' controlled by 3thepolic ies. 
4,'or n ilb audited' and

~established byteMntr 
' 

mljionitored by 1the~3Superintend'enc'iaof" Banks and this 'are' 

considerd' to 'be,'a part of the. system.
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-2-Gn~rl Cha racteistics-of-t-he-System. and-.Cur,Yent 

Thebasic~policies under which the system Is currently
functioning seem~t'o be:,h(1)to liimit expansion o6f private
sector, credit in'1987;' -(2) to 'maintain negative real Interest' 
rates; (3) to resist 'any form'of 'indexi'ng; (4') to exercise
close control over~the uses ofE credit;. (5),to restrict> the use. 
of credit for commercial operations and for high value 

Credit extended tothprvescorbte 
coutstliaten balnin systemn'Increased during 1986 from an,outsandig baanceas of December 31, 1985, of 04,834.2million to 05,764.0Omillion at the end of December, 1986, or. 
an increase of 19.2 %..This compares 'with an increase In
consolidated banking system credit to the prlvate,sector of
25.2% In 1985. The GOES' 1987 economic program limits' expansion
of private sector credit to 0905 million, a.n Increase of aboui~
18% over 1986 in current colones. Since Inflation Is currently
around 30%, Inreal.terms there Is a decrease planned In credit
for the private sector from the 1986 posture. 

'~ ' 

-

The distribution of credit between the public and 

compares to 64% private, 36% public in 1985, F~or 18,teGE
economic program projects a distribution of 68% private, 32%' 
public. 

The liquidity of the banks and S&L1s decreased 
significantly in 1986 as compared to 1985, ,dropping-from a gross
coeficient of 20.6 In 1985 to 14.2 In 1986'.The depository~banks
of, the nationalized banking system had become~so illiquid' by the,
end of 1986 that they fell' a full 7.8%,under the 'required 20%
legal' reserve level. There seem to be serious 'solvency problems
In the banking system,. with several banks reporting~operating,
losses for 1986, the first time since- nationalization ,In1980. 

.. 

-

;b 
~~ 

As concerns Interest rate st'ructure and~marginsi1986 Interest' rates on'time deposits.i-ere ncr6edfb'ji"2'2'* Apercentage points 'and ,lending rates wereIupeby35,erntg
pont.Aste'raites charged to finan'ial~ Intermediaries, and1Ofia-users on, BCR'lines, of"'credit'Jwere ncrased ~by feetage points' However, the ent'irerate structure continued~to~be ,increasingly negative Inreal terms. A 

' 

A -< A3 
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ANNEX NO. 9
 

Detailed Description of Housing Credit Component
 

1. Background
 

About halt of the estimated 50,000 to 53,000 dwelling units
 
affected by the earthquake consisted of formal single-family
 
units.
 

For this reason, a total of $19 million of the Recovery
 
Program (519-0331) was programmed for the use of home owners to
 
finance the repair or initiate the reconstruction of their
 
houses. The principal beneficiaries of this credit line are
 
employed laborers, wage-earners, or self-employed homeowners
 
that otherwise lack resources to repair/reconstruct their
 
dwellings. These funds are being channeled through 17 existing
 
banks and savings and loan associations, with maximum loans of
 
V20,000 ($4,000). Repayment terms allow up to 20 years
 
repayment and 4 year grace on principal with a 5% interest
 
rate, plus 1% closing tee.
 

By the end of 1986, some 9,600 loan applications, totalling
 
V153,936,000 ($30,787,200) had been received and further
 
promotion of the credit line was curtailed. As of June 30,
 
1987 a total $17,972,302 had been disbursed by financial
 
Intermediaries to 6,184 borrowers, and MIPLAN had solicited the
 
reprogramming of $2,400,000 from other recovery components to
 
cover 1,998 pending credit applications. No credit was
 
provided under the Recovery Project for the low cost,
 
collective ownership and/or rental housing known as mesones.
 

Estimates of current repair/construction needs for single
 
family dwelling units, owner occupied apartments, and
 
apartments rented on long term leases and/or lease/purchase
 
arrangements in multifamily dwelling units are incomplete.
 
However, the intormation available indicates that substantial
 
potential demand tor repair/reconstruction credit continues to
 
exist.
 

Preliminary results of VMVDU's March 1987 survey of heavily
 
damaged zones In the center of the city indicates that 2,277
 
single family and 1.790 apartment units were comp.'etely
 
destroyed while 1,911 single family and 350 apartments were
 
damaged. IVU's survey of damages to Its projects indicate 85
 
houses and 128 apartments were destroyed while 300 houses and
 
7,500 apartments were damaged. The FNV estimates that 1,680
 
apartments financed by the savings and loan system suffered
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da age5,...j I _KNAPUl aplications will remain 
un fndedfromhe ecovery pioe t. ogether, 'these -15 900 

~ er~qukesticken homes, constitute only a,part of the' demand -'-

fl.6r redit' under subcomponent (c.i.). It should benoted that 2K 
the above'survey data 'does notindlude many. potential, clients A. 

located in the Municipalities of Mejicanos, Ciudad Delgado,
 
Cuscatancingo and San M~arcos who will also be eligible.
 

SThe mesones were the:-ardest hit of all Informal sector of v
housing damaged in the earthquake. F'ive thousand~ me'sones 
containing approximately 54,000 units housing 1low-income-
families were estimated to exist before the earthquake. Sample
 
surveys~of about 2,000 mesones contai~ning 21,671Vunits conductedj
 
after the disaster Indicate that about 37% of the units surveyed,
 
(7,964) 	were completely destroyed while another 32.0% of meson~
 
units (7,018) were severely damaged. Total meson dama~ges tare
 
much higher than these, estimates. However, complete survey of
 

+ ~ all existing mesones has not been carried out. 

A Survey of 238 mesones conducted In March 1987 by the4
 
V7% 	 Contracting Corporation of America (CMA) under contract to AID
 

Indicated that a little over half of the families who resided In
 
those meslones left the site following the earthquake. The 
families which have stayed on the property, representing about 
half of the original tenants, have benefited from the materials 
distributions programs under the Recovery Project In rebuilding - A 
their shelters, or In constructin~g temporary, shelters on the' 

atesite6s. Over half of the families which remain In the
 
mesones surveyed are paying either no rent (40%), or less rent
 
than they paid before the earthquake.. Another 40% are, paying
 
something close to their original rents, while~ 6% report a rent
 
Increase .	 S,' 

-The,current situation Is potentially quite explosive, Many
 
meson-residents have squatted on vacant private landsior
-former 


have taken up residence in publi~c parks or other~ropen spaces in 
>~ A 

temporary comnmunities organized formally-and informally since
 
~the diaster. These familie's have also~built'~teniporary ,

- shelters,most frequent ly using lamina and wood distributed by,>
th ayor;.'s ~~office~under the1AIfinanced materiall distributin~
 

~'Program'. The, GOESJcons'cous of th-otnigprecarious--
Ifution.facl1 gIths:lw income householl-dsl,a's wellPlas Its
 

potential negative , impact 2on~s-Ial anid political stability, has 


-

mad4e 	 he reconstruction an'dl~ehabilitation of meso .ne' o'ne of 
-

Its;~-~hihs rorte.. AID, un~der this'housfing credit 

componient, wi1 :provide substantial support to assis't the GOES ~ 

,,:'in acl' gitsd objective. 

1, V 
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Utilizing study results which identified the capacity to
 

repay of target beneficiary groups, the Mission began
 

negotiations with the GOES in an effort to establish fair and
 
In the housing
equitable payments for the provision of credit. 


area, the GOES began with President Duarte's objective: all low
 

than 	50 colones
income beneficiaries should not have to pay more 


($10) monthly for suitable shelter. An alternate proposal
 

considered by the GOES was to continue with the interest 	rates
 
5%,
established under the $50 million Recovery Program, i.e. 


20,000 colones, uip to 20 years to repay.
 

Another series of considerations revolved around homeowners
 

that had existing mortgages requiring payment and the impact new
 

funding for repairs and reconstruction of damage caused by the
 

earthquake would have on their capacity to repay a second
 

mortgage. Additionally, how could the "mesones" be
 

reconstructed and allow the target group to continue to use this
 

shelter alternative while providing the landlord (ususally a
 

resident) a minimal monthly income after loan costs. Lastly,
 

what impact would the IBRD have on the negotiated USAID terms 

and conditions. 

The result of the extensive- sessions on how to keep rates 

affordable yet recover construction costs led to the rate 

structures utilized in the Project Paper. The Mission was able 

to:
 
(a) 	place housing credit at rates well in excess of the 

Social Housing Fund's averge rate of 4--6 percent. 

(b) 	 initiate adjustable mortgage rates for the first time.
 

(c) 	obtain the commitment of the savings and loan 
associations to serve new markets-the very poor. 

(d) 	obtain the agreement of the Central Reserve Bank to 
delegate out to FNV all housing credit funds and not 

charge administration or intermediary fees. 

The IBRD has not yet been able to reach agreement with the
 

GOES on its housing credits. The GOES' position on up-front
 

subsidies has been one of non-acceptance because of its probable
 

impact in setting a precedent for a subsidy on top of low
 
the very poor to incur
interest rates. The IBRD desire for 


monthly payaients which would increase with the CPI or minimum
 

wages is also viewed negatively, The GOES may accept the latter
 

position, but may not find it enforable. Viewed in its
 

totality, there is substantial inequity for earthquake victims
 

to be the cutting edge of interest rate reforms.
 

Even under the best of conditions, the Project's monthly
 

repayment costs for the "mesones" will probably average
 

$30/month, substantially above the pre-earthquate sum of
 

$l0-$18/mont.h. If, in the case of reconstructed mesones 	for 

sale, the GOES and IBRD reach agreement on a tormula for 	 that 

target group which USAID finds acceptable, the $5 million
 

programmed for that credit gubcomponent of the Project will
 

utilize those agreed-upon rates,, If we believe these terms and
 

conditions are illogical or unrealistic, that particular 	$5
 

million will be reprogrammed among the other housing credit
 
subcomponents.
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2. Target Area and Target Group
 

Assistance provided under this component will be focussed on
 
meeting the reconstruction needs :or shelter of low-income
 
groups in the SSMA. The areas targeted under this program
 
include the most severely damaged central city zones and the
 
adjacent municipblities of Mejicanos, Ciudad Delgado,
 
Cuscatancingo, and San Marcos. The majority of those who lost
 
their homes in these areas are poor, with family of less than
 
01,020 ($204) per month, which places them below the 50th
 
percentile for the SSMA. The designated tarqet areas are:
 

a. 	 Municipality of San Salvador
 
Postal zone I, entire area
 
Postal zone 2, area east of 49th. Ave. West.
 
Postal zone 3, entire area 
Postal zone 4, entire area 
Postal zone 5, entire area 
Postal zone 6, entire area 
Postal zone 7, entire orei 
Postal zone 8, entire area 
Postal zone 9, aroli North of Quebrada El Chilismuyo 

b. 	 Municipality of Ci(udad Delgado 

c. 	 Mu:.Lcipality oE Cn.uscatancingo 

d. 	 Municipality of Nej-icanos 

e. 	 Municipality of San Marcos 

3. Eligibility Criteria for all Subcomponents
 

a. 	 Credit will be available only for individuals or
 
groups who can demonstrate that thiey lost or suffered damage to 

I Ieir shelter as a consequence of the earthquake. 

b, Credit will be available only for repair or
 
<.:econstruction in designated center city zones and surrounding
 
m:unicipalities (see Section 2 above) most heavily damaged by the
 
:thquake.
 

c. 	 All new construction and all structural repairs of
 
iuiti~:;ary buildings will require approval of plans by the Joint 
asign Review Board in the VMVDU. 
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4. Repair/Reconstruction of Housiny
 

a. Target Beneficiaries
 

The target beneficiaries of this credit line for
 

repair/reconstruction of housing are individuals or families who
 

are owners or who have lease purchase agreements for single
 

family housing units or apartments in condominiums.
 

b. Eligibility Criteria
 

The eligibility criteria for each major home type is as
 

follows:
 

i. Single Family Housing 

- Maximum Family Income: 03,500 per month 

- Ownership: Clear Title or Valid
 
Lease/Purchase Agreement
 

ii. Condominium Apartments 

- Maximum Family Income: C3,500 per month 
- Ownership: Clear Title or Valid Lease/ 

Purchase Agreement 

iii. 	 Commitments: Agreement by condominium
 
associations/groups accepting legal
 
responsibility for loan repayments.
 

5. Lending Terms and Conditions
 

Repayment will be for periods up to 15 years, with a
 

six months grace period, for repair work; and up to 20 years,
 

with a 6 months grace period for reconstruction. The maximum
 

amount of any lc-.n will be 020,000 for repairs and 040,000
 

for reconstruction or structural repairs to condominium
 
buildings. The first 020,000 or any portion thereof will
 
carry an interest rate to the borrower of 10% annually. For the
 

amount over 020,000 the interest rate will be 12% annually.
 
100% of costs will be allowed. Monthly payments will be based
 

on equal level payments of principal and interest (standard
 

mortgage).
 

6. Rationale
 

The interest rates and payment terms for this
 
to reach the home owner target group which
subcomponent are set 


is just above the income level of the meson families. This
 

group 	constitutes a large portion of the affected families, many
 

"-0/
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of which are already carrying mortgages on their homes which
 
they continue to pay. Taking this into account, the rates are
 
marginally under the lowest ,ate now charged by the S&Ls for neu
 
housing.
 

a. Reconstruction/Rehabilitation of Mesones for Rental
 

1. Tarqet Beneticlaries
 

The target beneficiaries are Individuals or other
 
entitir, that can demonstrate that they operated rental mesones
 
In the iesignated areas prior to the earthquake.
 

ii. Eligibilitzy Criteria
 

Ownership: Clear title to the property.
 

iii. Conditions
 

The borrower must agree, and produce approved
 
building plans demonstrating that the maximum construction cost
 
of all the unit intended for rental does not exceed C30,000 per
 
unit. He must also covenant in the loan agreement to put the
 
rental units on the market durIng the first year after
 
construction is terminated at monthly rentals below V200.
 
..he actual rent levels al,,,d,,. .ril be stipulated in the 
'iortgage contract, and will be calculated based on actual debt 
service costs per square meter ol: rentable space plus 15% or 
some similar formula. 

iv. Lending Terms
 

Up to 90% ot the total construction cost will be
 
loaned for periods up to 25 years, with a one year grace
 
period. The annual interest rate will be 12%. This is the
 
highest rate established under the housing credit component.
 
Land will not be financed. There will also be an up front 3%
 
closing fee and a 1% up front inspection fee, both of which may
 
be paid by the borrower or deducted from the loan.
 

v. Rationale
 

A recent survey in May, 1987 also by the
 
Contracting Corporation of America, of 180 meson owners showed
 
that 75% indicated a preference for rebuilding for rental
 
purposes if credit could be obtained on reasonable terms as
 
opposed to entering Into condominium type solutions with their
 
former tenants.
 

\
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While it is true that some of the owners of land
 
on which mesones were located will be prepared to sell to prior
 
renters if the price is right, many of them will undoubtedly
 
prefer to continue renting, e.g. where the life style and income
 
composition is such that it is attractive to an owner to himself
 
inhabit the meson and to obtain income from the property.
 

At the same time, in dealing with this target
 
group it was considered important to build into lending
 
conditions some minimum assurances that reconstruction of
 
mesones would not take place in a manner that would place rental
 
levels at a price above the payment capacity of the income group
 
that has traditionally satisfied its shelter requirements in
 
this fashion. After considering many alternatives, especially
 
front the viewpoint of what could be easily administered, it was
 
agreed with the GOES that a combination of setting upper limits
 
on construction costs and a commitment on rental prices during
 
the one year grace period was as tar as it was feasible to go in
 
meeting our concern.
 

The limitation of financing only 90% of the cost
 
(exclusive ot the value of the land), was based on the intent
 
that the owners have some equity position other than land in a
 
rental project. This equity position, which is no more than the
 
normal 10% down payment, helps to reduce the long term debt
 
burden of the owners and provides a better basis for justifying
 
profits tront rents.
 

The 12% interest rate proposed is below the lowest
 

rate now available from S&Ls for single family housing.
 
However, it is believed that access to credit rather than a
 
specific interest rate is likely to be the most critical factor
 
for this particular target group. Nevertheless, the rents must
 
be set so as to be able to meet target group incomes. 

7. Construction of New, Low Cost, Condominium Type Apartments 

to replace Mesones 

a. Other Donor Considerations
 

A key component in the JBRD loan now under negotiation,
 
is a $19 million credit to be used exclusively for
 

reconstruction of meson units for sale as condominium type
 
prr<7rty. The GOES and the IBRD have yet to reach agreement on
 
the financial terms and conditions for lending. At issue are
 

such questions as up-front vs. interest rates subsidies and
 
maintenance of value provisions.
 

The AID positions has been made clear to both the IBRD
 
and the GOES, as follows: (a) given the priority attached by
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the GOES to this type of solution, we are prepared to program
 
funds in a parallel tinancing fashion to those of the IBRD, as
 
concerns financial lending terms; (b) we do not consider it
 
workable or desirable to have two lines of credit with different
 
financial lending terms competing for attention for the same
 
type of solution for the same target group; (c) if and when the
 
IBRD and the GOES reach agreement (expected not later than the
 
end of August), we will examine the agreed upon formula, and if
 
it is found acceptable by AID criteria, we will make our funds
 
available under parallel financing arrangements; (d) conversly,
 
if the GOES and IBRD decide to delete this component from the
 
IBRD 	loan, we will be prepared to proceed and incorporate Into
 
the Grant Agreement a subcomponent along the lines described
 
below; (e) Finally, it the solution agreed upon by the IBRD and
 
the GOES is unacceptable to AID, we will delete this
 
subcomponent trom the (]rant Areement 

b. 	 Tarqet Beneficiaries 

The target berieticlaries of this subcomponent are
 
center city families who will arrange to build or to purchase
 
condominium type apartments.
 

C. 	 Ellqibility Criteria
 
Maximum Family Income V1,200 per month 

- Ownership -- Clear title to the apartment unit 
being tinancd . 

d. 	 Lending Terms to Flinal Borrowers
 
Repayment will be tor terms of up to 25 years. The
 
maximum unit price will not exceed V30,000 Interest
 
rates will be;
 

Unit 	Prices Interest Rate
 

Below 01',O00 8%
 
Below V20,000 9%
 
Below 025,000 10%
 
Below V30,000 11%
 

Loans will cover 1.00% of the value of the apartments,
 
including land costs.
 

All interest rates indicated for this subcomponent will be
 
the average over the term of the loan. Payments will be
 
graduated so as to achieve this interest rate. A closing fee
 
commision of 3% for repaymemt risk will be charged or deducted
 
from the loan at the time of closing.
 

C 
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e. Lending Terms to Construction Firms
 

Construction loans will be for up to 2 years and will
 
carry a I year grace period. The maximum loan will be for up to
 
90% of the proposed project cost. The interest rate will be 14%
 
per year on outstanding amounts disbursed. When the building is
 
received from the construction firm, final payment will be made
 
and obligation to pay interest terminated, even though the
 
process of transfering title to the ultimate owners has not been
 
completed.
 

A 1% commision will be charged by the S&Ls for
 
supervision of the construction loans.
 

f. Operations
 

i) Promotion
 

This subcomponent is designed to respond to
 
anticipated demand for credit to rebuild, as condominium type
 
apartments, much ot the land previously occupied by meson
 
housing. This demand is represented by the various family
 
groups who are now temporarily settled on these properties, by
 
several PVO's interested in assisting these people and by
 
several private home builders/contractors who see an opportunity
 
for work within this reconstruction effort. While AID will be
 
concerned with promotion as part of its monitoring activities
 
and responsibilities, we do not plan to take a direct role in
 
assisting in the development of specific projects. Promotion
 
costs incurred by eligible groups can be financed as part of the
 
units price.
 

The VMVDU will be establishing an outreach working
 
group composed of up to 40 social workers whose task will be to
 
assure that prospective eligible families become beneficiaries.
 
This eftort along with efforts and activities already underway
 
by both PVO'a and private builders are judged to be sufficient
 
to assure that this line of credit will be utilized as
 
programmed and will in fact reach the intended target group
 
families.
 

ii) Design and Construction
 

Construction arrangements for low-cost apartments
 
will be the responsibility of each individual or group of
 
project developers or sponsors. Private sector construction
 
firms will be the principal project builders. Likewise, project
 
A&E work will be the developers' responsibility along with all
 
actions required to secure approval of plans and financing from
 
the Saving and Loan Associations. They will also make all
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as required. No special
arrangements for construction financing 

Project development
assistance will be provided by the grant. 


costs may or may not be included in the final unit cost or sale
 

price depending on the wishes and practices of each individual
 

development group.
 

iii) Mortgages and Tlitlnq
 

The Savings and Loan A~snciations will prepare all
 

mortgage documentation as part ot their overall lending and
 

administrative duties. As part ot the mortgaging, the S&Ls will
 

also be responsible to assure that beneficiaries will have title
 

to the units that they are building or purchasing with this
 

S&L's will also be responsible
credit component. The individual 


for assuring that adequate inspection of construction work is
 

provided and tor supervising all disbursement of construction
 

funds.
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ANNEX NO. 10
 

Business/Social Services Credit Component
 

1. Background and Effective Demand
 

Surveys undertaken shortly after the earthquake indicated a
 
level of damages for these sectors as follows: $4 million for
 
private health service facilities; $10 million for private
 
schools; and over $200 million of industrial and commercial and
 
service establishments. A considerable portion of the need for
 
financing reconstruction in these sectors has been taken care of
 
since then.
 

a. Private Health Services - Immediately after the 

disaster, the Cooperative Association for Savings, Credit and
 
Loans of the College of Physicians (COMEDICA) instituted a line
 
of credi.t for reconstruction or rehabilitation of houses and
 
clinics of its members. In the 2 month period immediately 

following the disaster, COMEDICA approved credits to 108 members 
totalling C3.3 million (, 558,000) with loans ranging from $441 
to $20,000. Loans were for up to 5 years at 18% interest. In 
March, 1.987, the line of credit was closed due to lack of 
funds. The Economic Development Fund (EDF) of the BCR also made
 
some reconstruction credit available, mainly to private
 

hospitals and clinics, at 8% interest. Only equipment
 
replacement and no construction was financed for clinics. The
 
BCR reports that the assets of the EDF are practically exhausted
 
at this time. No financing has been provided from any source 
for dentists and dental clinics. 

In an attempt to determine the effective demand for credit 
in this sector at this time, a further analysis was commissioned
 
in July, 1987, which encompassed surveys and data provided by
 
commercial banks and credit technicians at the BCR. This effort
 
indicated that much of the requirements of hospitals and
 
doctors' offices had been taken care of, but that these was an 
unfinanced demand for reconstruction financing for dental, 
X-ray, clinical, pathology and other types of laboratories and 
for dentists offices. Also, some demand in the individual and 
group diagnostic treatment clinics is still present. The amount 
of this unsatisfied demand is estimated conservatively to be 
$2.0 million. 

b. Private Schools - Some credit has been made available 
from the EDF, but only for higher education entities and 
technological institutes. As concerns kindergardens, primary, 

secondary, and mid-level vocational training 
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establishments, except for credit from commercial banks and
 
S&Ls at rates ranging from 18 to 21% for periods up to 5 years,
 
there has been no credit available. However, about 40% of the
 
private schools in these categories have been able to initiate
 
reconstruction efforts with financing from their own resources,
 
insurance payments, donations from abroad, and/or contributions
 
from the families with children enrolled in the school.
 

Again, in an effort to measure effective demand a survey
 
was undertaken in July, 1987 ot 104 damaged schools in the
 
Center City Areas of the SSMA (50% of the universe covered in
 
the first survey immediately after the earthquake). Also, as
 
in the case of the private medical facilities, commercial bank
 
presidents and BCR credit technicians were consulted. The 104
 
schools surveyed have an enrollment of 57,231. The average fee
 
paid by students in these institutions Is 040.00 ($8) per
 
month. Of the 104 institutiont; surveyed, 38 indicated a
 
current need for financing ot reconstruction and repairs and 48
 
a need for financing of equipment and tui.niture. Translated
 
into money terms, but excluding one large Institute and schools
 
which rented rather than owned their buildings, the financing
 
need came to $3.U million, as measured by the schools
 
themselves. Assuming that the remaining 50% of the schools not
 
surveyed would show sim lar needs, the total requirement, as
 
estimated by the schools, would come to $7.6 million. However,
 
it is believed that this liqure is Inflated, in that it
 
p~obably includes desires for refinancing, unacceptable
 
upgrading of equipment and desires to expand facilities. A],;o,
 
the limits set by commercial banks for individual loans, when
 
collateral requirements and ability to pay are taken into
 
account, would also lower the figure in terms of real demand.
 
Taking all these factors into account, It is estimated that
 
$4.0 million made available on suitable terms can be placed
 
easily and that this would 1ake care of the bulk of the
 
effective, eligible demand.
 

c. Commercial and Service Establishments
 

In meetings with BCH? and other donors it has been
 
ascertained that: (1) the IBRI), Italian and other donors will
 
be making available ample resources to cover the needs of what
 
• lVno,:.rn as "micro businesses". i.e. those with a social or
 
individual capital of under $20,000; (2) resources for credit
 
to small and medium industry, I.e. capital of between $20,000
 
and $100,000, is ample to meet anticipated demand; and (3)
 
the uncovered need relates to small and medium non-industrial
 
enterprises (repair shops, pharmacies, other stores,
 
photography laboratories, beauty shops, tdilors, carpenter
 
shops, etc).
 

http:lVno,:.rn
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Some of these types of enterprise were eligible for the 
$10
 

credit made available under Project 519-0331.
million line of 

the amount of credit applications
However, by January 15, 1987 


million availability. (As of June
received exceeded the $10 

their


30, 1987, AID hl-d disbursed $10 million and the banks in 


turn, had disbursed $8.4 million). Available dat' does not
 

permit discriminating between industrial and non-industrial
 

uses of this line of credit. Aside from the above line of
 
set at 5% plus a 1%, up
credit, where the interest rate was 


front, one time closing fee and the maximum loan was for
 

$15,000 with a maximum repayment term of 12 years, the only
 
were loans at
other credits available 	to this economic sector 


for periods of up to 5 years.
commercial rates of 21% 


is quite difficult to measure effective demand in this
It 

that the credit
 area, including the problems of how to ensure 


beneficiaries are limited to earthquake victims and that the
 

use of credit is limited to replacement of earthquake damages.
 

The method used in the July, 1987, survey and analysis, was to
 

solicit opinions of bank officials, suppliers of different
 

materials to this sector, and others who had had some
 

Iroject 519-0331 line of credit. The

experience with the 

conclusion was that credit applications might wel' exceed $15
 

winnowed out in terms of
million, 'ut that when they were 
sum of
eligibility criteria, guarantee requirements, etc. the 


$8 million would be sufficient to meet effective, eligible
 

demand. 

to the housing
Negotitations on business credit, similar 

the


credit session, took place repeatedly with the President of 


There was not any opposition against
Central Reserve Bank. 

terms of lending above typical terms offered by
increasing the 


the Central Bank through its Economic Development Fund. Nor
 

was there opposition to using interest rates higher than IBRD
 

rates for its Earthquake Assistance Program.
 

was to open up
The thrust of the negotiation sessions 


credit for earthquake reconstruction activities which, up until
 

this project, did not have access to BCR Credit, mainly
 

commercial and service organizations. The inclusion of
 

clinics, laboratories and private schools also met with
 

favorable reception with the Central Bank.
 

The interest rates used, and the maximum credit amounts
 

reflect both the recommendations of the Central Bank President
 

and the financial consultant utilized during project design.
 

If commercial credit were available, the normal rate is 
21
 

The Central Bank believed that the 14, 15 and 17
 percent. 

percent rates reflected near-market terms and allowed for a
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social discount to the beneficiary target groups. 
In the light
 

of normal Salvadoran credit conditions, where all interest
 

inflation rates,
rates are negative when compared to recent 


these terms appear adequate and offer the opportunity to allow
 

those put out of business by the disaster to recommence 
their
 

zDerat ions. 

2. Eligibility Criteria
 

a. 	 Only applicants whose business or professional activity
 

areas specified under
 was located in the postal zones and other 


(See Annex No. 9) and who certify
the Housing Credit Component 


that the activity to be financed will take place in the same
 

general area will be eligible.
 

suffered
b. 	 Evidence must be presented that the applicant 


that the use of the credit being
damage from earthquake and 

to that damage.
requested is directly related 


a 	clear title to
 c. For any reconstruction to be financed, 


the property must be assured and building plans must be 

approved the the VMVDU.
 

defined above, the
d. 	 For non-industrial enterprises, as 

test for small and medium enterprise will ba applied.asset 
schools and medical facilities.
There will be no asset 	test for 


e. Only non-industrial enterprises will be eligible for
 

,,crking capital or inventory credit.
 

f. No refinancing of existing credit 	will be allowed.
 

g. No land adquisition costs will be 	financed.
 

3. Interest lates and 	 Terms 

for all 3 target groups as follows:
These will be the same 


for up to 15 years, with a grace
a. For construction, 14% 


period of up to 2 years.
 

b. For equipment and furniture, 15% for up to 6 years,
 

,,ith a grace period of up to 1 year.
 

c. For working capital and inventory, 17% for up to 18 

months,with a grace period of up to 6 	months.
 

This interest rate structure is designed to be marginally
 
rate set at 1
under coimercial rates, with the lowest 

rate paid on 6 month time deposits.
percentage point below 	the 
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4. Maximum Loan Conditions
 

Credit will be provided for the full cost of the project.
 

However, the maximum amount of the loan to any one person or
 

institution shall be as follows:
 

a. For schools, up to 0800,000 when construction and 

equipment and furniture are covered; for construction only, up 

to 0650,000; and for equipment/furniture only up to 

0400,000. 

c. For health facilities, up to 0800,000 million when 
construccion and equipment are covered; for construction only,
 
up to 9.500,000; and for equipment only, up Lo 0400,000. 

c. For Non- Industrial Enterprises, up to 0100,000
 
overall, provided however that construction financing will not
 

exceed 060,000; tools and equipment will not exceed
 
040,000; and working capital will not exceed 040,000.
 

5. Margins and Commissions 

a. Thc! 13CR will be entitled to 2 percentage points of the 

interest for its administrative costs. 

b. The [inancial intermediaries will be allowed a 4% basic 

margin. Iidddition, they will be eligible for an additional 
percentage point as a bonus for improving their management of 
this credit Line. Criteria for access to this bonus will have
 
to be established, and incorporated into the MOU. Finally, the
 

financial intermediaries will be allowed to charge a 1% one
 
time, up frornt fee for inspection costs. 

c. The remaining interest payments, after the above
 
margins are deducted from the interest paid by the borrower,
 
will together wit-h amortization of principal payments be
 

deposited by the uCR in the a Special Account and be available
 
for such use as is mutually agreed by MIPLAN and AID.
 

6. Reporting Requirements 

The 13CR will report directly to the AID, with copies to
 

MIPLAN, monthly on the use of funds (applications and
 

disbursements), recuperations, supervision, and other matters
 

of interest. The reports will cover these matters for each
 

financial intermediary and also show consolidated figures and
 

balances available in the special account.
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ANNEX NO. 11 

Construction/Upgrading of Public Schools
 

The earthquaKe devastated tie metropolitan school system. The 
damage estimates vary, but the numbers surely underestimate the 
impact on local citizenry. The CEPAL damage estimate for public 
schools amounts to over $42 million. 224 schools were damaged, 
affecting 2bj6 separate structures. in terms of classrooms, 1022 
were destroyed and 2125 require repairs. More detailed 
description may be found In the bulk annexes. 

The international response to the problem has been admirable. 
The IBRD is negotiating a program to demolish 295 classrooms 
and reconstruct, furnish and equip 340 classrooms in 29 schools 
in the metropolitan area as well as the construction of 54 new 
classrooms in two new schools in Apopa. The Swiss government 
is comitted to tie reconstruction of a 64 classroom school in 
the southern area ot the city and other donors, such as Mexico, 
have also Indicated intentions to assist, but the nature of 
their aid is not yet tirm. 

1. Activity under the Recovery Project 

The AID Recovery Program has provided signiticant assistance to 
the MOE. 506 temporary classrooms have been constructed on 47 
distinct sites. In August, 198"1, another 212 temporary 
classrooms will be under construction on 44 sites, raising the 
number of temporary classroom solutions to V18. 

Under another component of the Recovery Project, 45 schools and
 
facilities are being repaired. A&E contracts for performing
 
preliminary design work on 6 large institutions are out for 
bid. 193 classrooms are involved.
 

2. Major Institution Reconstruction
 

The Recovery Project, at the request of the MOE, contracted
 
with A&E firms to determine the cost of repairing the 6
 
institutions identified below, plus preparing the basic design
 
criteria for reconstructing/repairing these structures. The
 
results of this effort are expected in October,1987. The
 
institutes and expected cost of repair, as best as can be
 
determined at this time, are as follows:
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INSTITUTE 	 UNITS(EST) COST(EST)
 

12 	 9.850,000
Fco. Morazan 

Fco. Menendez 10 400,000
 

34 	 750,000
Fco. Menendez II 

H. 	R. Alverque 24 400,000
 

35 600,000
Technico Ind. 

Casa Nac. Ninos -- 700,000
 

Total Colones 	 03,700,000
 
Equivalent Dollars 	 $740,000
 

3. Primary School Reconstruction
 

In late July 1987 the MOE presented the Mission with a list of
 

82 sites holding 582 temporary classrooms which they proposed
 

converting to permanent classrooms, and an additional 22 sites
 

for the construction of 126 new classrooms in areas tributary
 

to high growth areas in order to maximize the use of existing
 

land in the downtown sections. The Mission reviewed this 
request utilizing the 'policies and .riteria indicated in the 
body of the PP. As a result of that review, it was determined 
that only 64 sites and 476 temporary classrooms of those 
proposed by the MOE might be candidates for work under this 

Project. Because of the concerns expressed earlier on land 

suitability and ownership, the Mission will review each 

proposed site between now and the signing the Project 

Agreement, as to the acceptability of the sites for upgrading 
aactivity. The results will be reviewed with the GOES ank-' 


definitive list of the sites and number of classrooms for
 

upgrading will then be included in the Grant Agreement, or made
 

the subject of a C.P.
 

As the Mission is concentr- ting on the primary school system, 

the primary schools which are not associated with on-site 

temporary structures, with the repairs underway from the 

Recovery Project, or with high-density two or three story
 
for reconstructionconstruction will also be quickly reviewed 

action.
 

Based on a preliminary summary of damaged schools, and an 

identification by the MOE of one-story schools on owned land, a
 

preliminary cost estimate for this subcomponent has been 
developed and is shown below in Table No. 1. 
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Table No. 1
 

Primary School Upgrading and Reconstruction
 

476 classrooms on 64 sites upgraded at $5500
 

each, including Luilt-in shelving and chalk
 

board purchases. $2,618,000 

82 classrooms oi 15 new sites built at $11,000 
902,000
each 


150 unsf:c 1aSSrooms demolished at $1,100 ea 165,000 

79 infrastructure upgrades for above and 
below grade costs at *16,000 ea 1,264,000 

75,000 cu mr. of rubble clearced at (10/cu mt 750,000 

150 classrooms rebuilt on exi. sting sites at 
1,650,000
11,000 each 

1400 sanitary facii ties at ;830 ea 1,190,000 

708 furniture sets-desks, ciairs, etc. 706,000 

contract and bid costs for lotteries 9,000
 

A & E services for Institutes and Primary Schools 1,100,000 

$10,350,000
TOTAL 


fund the costs of supervisory
The Reconstruction Project will 

A&E services, final designs, and construction. It is expected
 

that procurement procedures simni'.ar to those used by the CCA
 

will be used to obtain the required services for the
 

institutes, and that there would be the continued operation of
 

a turn key type lottery system for primary school procurements
 

similar to that being successfully used now under AID Project
 

No. 519-0295, Rural School Construction. Preferably one
 

contract for both tasks will be awaided. The manner in which
 

the lottery system will operate is as follows:
 

a. A & E Contractor - Using as a.basis, a standard
 

classroom designed for rural schools and accepted by the
 

Ministry, with over 600 units constructed, under construction,
 

in the bid process, a suitable design for SSMA schools will
or 

be prepared. Each classroom will encompass a standard
 

equipment package which has also been accepted by the Ministry.
 

This package, modified for compliance with the more rigorous
 
seismic standards of the new building code, will be used for
 

this component. 

http:simni'.ar


ANNEX 11 - 4
 

The contractor will investigate each selected site and
 
prepare the drawings required to convert temporary structures
 

into permanent ones, establish adequate infrastructure and
 

services on the sites, and establish the cost for these
 

activities. These costs will be reviewed by the MOE and the
 

Reconstruction Unit engineers at MIPLAN and, possibly by the
 

Corte de Cuentas unit at the MOE. Upon being approved, the
 

contractor will place packages of these projects out to
 

contract using the lottery system.
 

The lottery system has been developed with the MOE and
 

Corte de Cuentas to avoid contracting and implementing delays.
 

A pool of prequalified contractors, grouped by asset size, are
 

invited to review the documents. If they are interested, they
 

are 
invited to attend the lottery. The contracts are drawn up,
 

approved by the Corte, and the contractors are selected at
 

random in open forum. As these are precosted, all that need be
 

done is insert a contractors name on the contract, and it is
 

signed by the contractor, MOE and Corte representative.
 

b. Ministry of Education. The Ministry acts as the
 

client and acceptor of turnkey classrooms built by construction
 

firms. 	The Ministry is the legal entity for the signing of
 
its behalf by the
construction contrasts put out to bid on 


contractor. Based upon the certification of acceptability of a
 

finished unit, the Ministry pays the construction contractor.
 

c. PSA services. The Ba firm of RONCO serves as
 

procurement agent under the 519-0295 project, responsible for
 

securing the desks, blackboards, and other minor equipment
 

utilized in the classrooms. Under this project, an 8a firm will
 

be obtained to provide similar PSA services. The PSA will
 

competitively secure the necessary desks, chairs, blackboards,
 

and other minor equipment necessary to turn over a finished
 

classroom to the Ministry.
 

d. Prequalified contractors. The Ministry, under the
 

Rural School Project, has prequalified construction contractors
 

by the size of project they have the resources to handle. These
 

firms, already prequalified and familiar with the bidding
 
for simple, rapid implementation of
packages, provide a basis 


The selected contractor signs a
the reconstruction Project. 

standard package for a 90 day construction period, with
 

penalties for late delivery and incentives for early
 

completion. The selected contractor's package is then added to
 

its total workload for recognition against the monitary ceiling
 

set according to the size of the firm.
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ERD will be assisting in
e. MIPLAN Reconstruction Unit. 

the development of specifications and in the operation of the
 

lottery system, as well as in providing oversight to this
 

project component through the technical staff at its office. A 

MIPLAN representative would attend all bid sessions and the 

lotteries. Under the proposed project, MIPLAN/SETEFE would 

to the Ministry of Education in accordance withavance funds 
its planned program and anticipated disbursement schedule. The 

advances willi be liquidated and replenished upon receipt of 
the Ministry that the workdocumentation and ceitification by 

has been completed. If required, the Corte de Cuentas will
 

review and audi,- the expenditures approved by the Ministry. 

Because these procedures are already in place under the Rural
 

School Project, an efficient, agile response 1o this need is
 

anticipated.
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ANNEX 12 -

ANNEX NO. 12
 

MUNICIPAL MARKET REPAIR
 

1. Background: One of the results of the earthquake was 

the destruction of many of the municipal markets which served 

as the shopping areas of the very poor for their foodstuffs and 

supplies. In addition, the markets served as artisan sales 

points, offering straw goods and other items. 

Under the recovery program, USAID assisted in the early, 

temporary restoration of several markets in SSMA and in the 

outlying municipalities to alleviate the hardships being 

experienced by the public in distribution of food stuff. The 

recovery efforts were excecuted under two separate modes of 

operation. In the outlying areas, where the technical 
GOES used CEL as the agent for theresources were absent, the 

respect-ive municipality in carrying out the in-itial phase of 

repairs. inder this a rrangement, USAID assisted with temporary 

repairs to Mercado Ayutuxtepeque and Mercado Municipal San 

Marcos, providing 100,000 and 150,000, respectively (120,000 
and ;30,00().. 

servi:es in the SSMA presented aO1c 
due the severe sustained 

The , ; oroion A1 pu L 

greater problem to more damage in the 

city center. ALso, 7he progrtm was implemented by the Alcaldia 

through CRFIM, CR.SP, and, Einally, CEA procedures. On April 

24, 1987, MI PLAN submitted an Act ion Plan to IJSAI U for 
Repairs of the San Salvador Markets.""Provisional Works and 

TinettiThis Plan recognized that the markets at San Miguelino, 

and No. 5 were all declared uninhabitable while the markets at 

Modelo, San Jacinto and Tiendona Mayorista were damaged but 

considered usable while being repaired. The Central Market was 

the Action Plan. The Action Plan furthernot included in 

disti nguished between temporary and permanent repairs and
 

for these works. As of the
budgeted $940,000 (04.7 million) 
ready for bidding;
June 30, 1987, 1577,922 of contract work was 


still to be committed,$362,078 of the Action Plan total was 
uses.
and will likely be reprogrammed for other 


By the end of July, contracts for demolition, design and 
the six marketsreconst ruction were approved by CEA for all of 

and work started wi th the latest completion date being October 
receive20, 1987, the teLminal date the USAID has set to 


payment documents under the Recovery Program.
 

were received byFor San MigueLito, bids for demolition 


CEA in mid-July. CEL is expected to sign a contract for this
 
San Miguelitowork and it is ant icipated that the bulk of the 
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~demolition wlb~ ompleted~by the-start-up of this~
 

Reconstruction project.' As~further .assistance, teGE ln 
otI a.wardIa ' deIs.Ign~contr,act toIrSan Miguel Itob inAugust. While ~ 

about two monthsof~time car besvdvtherydsg work
 
being accomp1ished-under the Re'covery ,Programf threis some
 
'cncr thtt plans,and construction'bidding documents muay
 

that:,willjbe reuir'ed .under~the new fiindin§:. Also, the 'desi'gn
 
engineer 	wilrbe eed'ed to supervise the work. Therefore, a
 
contract 	modification or new contract will be required~ to>
 
continue ,the A&E support. No pre Reconstruction Project<: 

k activities are planned tor the Central Market area.. 

In addition, the Government of Italy will consider the. 
reconstruction~of one, of the SSMA markets, San Jacinto,, urider 

, 

Its program and the Municipality Is attempting to secure funds4 
for the ,reconstruction and upgrading of several other damaged 
markets located throughout the city. 

The GOES top priority, following the recovery phase, is the
 
total reconstruction of the~San Miguelito and the Central
 
market structures which not only are the largest of the
 
markets, but the most busy as well.~ Review of these 'two
 
markets by USAID concludes that full-scale demolition and 
reconstruction Is not required,, but, the continued abandonment 
of the structures poses severe danger to the vendors gathered 
around the structures and the~sale of meats and other 

. 

perishable foodstuffs is being carried out under intolerable 
conditions. This project conitemplates the major repair' of ~the
 
damages to these structures and 'the replacement of the damaged'
 
cold storage facilities at San Miguelito. The recommended
 
reconstruction solutions are based upon firsthn
 
reconnaissance by USAID staff and a consultant wrigwit-h the
 
Mayor's Office and V?4VDU'.
 

~ 1.2. Justification:. The Mercado 'Central and M~ercado San, 	

Miguelito are main market, places serving primarilyiow income
 
group people. The Central'JMarket is,madej-up'of~an eight,
 
building comnplex, -all of:,which are being used'-for-coimerce
 
eIxcept,,for the Administrative Buili~yn~(uiludin 8.). In
 
addition, the area surudigteformal market, supports many
 

unauthorized stalls occupyingithe sidewalks,,and pedestria~n 
make-shift temnporary stalls in the street outside of the 
coandme building. ft is self evident that 'tfesetwo markcets,2~' 
'plaanextremely crucial role in the food distribution to the' 
msofSalvadorans in the city center. i' 

The replacement or reconstruction of these two market
 
complexes can be justified two-fold. First, they form an
 

4 



--

4 
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i~&~ Integral part the GOOk '.s .ability'.to"''provide for basic hma4 4 -- of 

Second1 ,the condemned structures present .anunsal"
needs'., A' " +=,+, ++.=<.. .. ,'=" ,< 


~,~JVhigh~safety'hazard.. Ihousands''of'.people are millIing'.around the

.,-''.'.-4. 44! .. .. 4'+.!i ii -(7. 

.-. '4 

4~ ~<'±'~area,and 4it is virtually~ irpossible4 for the authoritiels' t'o'.''.'.,. 
c b4 ea ed -area	 4 

Description of Damage and Proposed Repairs~~4
4,3. 


'4'a. MercadotlCentral. The.4Central Market consists of 

eight (8) separate structures. Building 8.(Administration',4 
Offices, child care center and sanitary facilities) is in the 

.. 

center o the complex and was the only structure totally' 
destroyed. Building 8 was a two floor structure, constructed 

reinforced concrete floor and' roof slabs supported on,
--- ,of 

'concrete columns. The heavy weight of the floor and roof, 

coupled with the vertical, accelerations .during~the earthquake,
 
caused 	a total compressive crushing of most of the columns. At
 

i the present time,.-- Building 8 Is closed off but still presents au 
: r e c o n s t This is the only building 

-

ii ng t ion+ and+++ toital +++++. + 	 i++i1++ +!++serious safety hazard'to the public.+++++++ructi oni+i+++ii+.ii+i +++i + +;}req i+(i++demoi .. . . .. . .. . . .	 ... 

The non-structural filler walls in,Buildings 3 and 4,
 
'-which'help form perimeter' stalls, suffered minor damage from 


horizontal movement of the adjacent Building 8 and need to be' 

repaired. Buildings'l1 through 7 are all large open 'steel 



framed structures supporting light weight truss roofs.
 
" -'- .C\enerally speaking, the only damage to these buildings is 


breaks 	in welded joints and cracked roof panel's, except for the
wall damage in.Buildings 3 and 4 ment'ioned above; All'-of these
 

- ' 'buildings should be' Inspected by the' A&E firm doing the 

~Building 8 design, and where justified, it should design and 

supervise repairs. These repairs 'ae"niiae't~be: 

,.
 

rewelding of the damaged rembers , the use of gusset plates' at
 
joints 	an replacement of some roofing panels.
 

b. Mercado 'San Miguelito. 'This market sustained 
extensive roof damage and is totally closed .+ .++to+' 1the public.'++'+ ++++++++++4+It' '.' ........-'444~++++++ +'++4,++ i++ 	 = +, + 4.44 

a totally different design~than the Central'Market.
' Is .4 of+++++=" +++ ' ++)++? + +t+ ? i i+ ..... ........+
+ 	 i+)+4 +i+++++h m+44+~1i+:++s++~ 	 +!I+ 



4'4f '4i+44i!!i+i+i+ ,+++++in +!+d+ i+iia k+ia~~' i 	 +h )4,'+.+1~i+i+:ii+S~ a + ii+ i 
,n'.444'4i"744.4'+.4 	 4 .4 4.44, 44'4Tej. following damage description is derived from a'.4 4'++i+.+iiiii+4i+ fi+i n~+B~.4 ii i+niii~!+'"11]"'"a 4, .44 4' 4 . f .44"'44. 

visual 	technical inspection of the, u r
 
damage occurred in the' roof structure'.of the main
44~''.of'the 	 1444 +444'+ "''............. 4' . 4'.++ , 4'444a.444 4...4444.444'44
4.4 .4..4'44 	 4444444.

!<'4+4 e""4V4' + 4' '."4. h 4 4 a4 '4US....... ... 

r 

building which 	 inverted,50'feet square thin 4+.4.~~44'444'.Is composed of,38 ' 	 ++iia++4+)+.4;444.44 "4 	 ""j.K ++++++4444.4'444 i? '.+++i~ + i++++ +].444'.4,iP"+'" 4 - ......... 44+++ .4 

shell pyramid (parabolic) units, particularly'in the.
 
construction joint with each column. All of the thirty-eight '' 

units covering the main stall area and the' six 'covering other,
 
parts of the complex must be demolished. The columns can 
 4.4~4.
 

4.be salvaged since no damage can bevisually det .ected
'4probably 

and could serve as 'support for a newlfght weight roofing
 
structure. .. Each roof unit is 'abouit'50 feet square and 3.or 4"
 

http:structure'.of


-- 

--
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Sinches 4 thick> except at *the rib areas. Only oneofteerf 
_units~toppled 
 over~duri'ng~the'earthquake; however, every column 

was badly crushed at the jotint -with the roof unit. "4 

Atthis ,tuime it is .anticipated tbat the,,San Miguelito roo'fA~ 
*,,~,*, ,~dmoltion will be finaxnced'und' 1 the eoeyPo~i~~,'j$ 

__fijjHoever, the "foll6wing,-wallsf, not, covered' by'ti cotrct 

kiThe~sections west and1 South of the wall which
 
separates the nursery and, the dish washing areas of the'
 

*kitchens, located in front of the inside gardenoof the nursery.'"'
 

4 lji.. Damaged lateral walls of the cold storage'u'nits ''"" 

iii. 'The walls of the freezer room located in the 
washing and utility area. ", 

iv. A portion of the northern peiee wall.
 

v. Several other minor damaged areas may require,,, 
some demolition prior to start of repairs. ~- " 

- - Reconstruction will take the form of roof demolition," 
~repair of the upper column section, installation of base plates,~ 

- -on the top of--each-column and installation of a light weight'
 
steel truss and a fiber-cement (fibreolite) panel roof system.
 

Great care will have to be exercised iA the demnoli.tion ~
phase, whether it is part, of the RecoveryProgram, 1 or carrie,d ' 

-out 
 under this Project, to safeguard the 4colu''ni~from 1Any
 
further damage. The form of demolition will be th~e 
responisibility -of the conrtractor, but one methodwould .be to'
support each roof unit with an 80 to 100,ton, crane while., it is 
being severed from the'column, then lifted to street level,
where it-~can be broken into'-transportable size pieces. ,More 

-probable, considering the fact that most Salvadoran- contractors
 

0 -~lack~adequate demolition &qiipment,,is4 th'at intensive. -abor 1 

menthods,'will be used byspotn~h''ntsoncfo~in n 
'b'reking the units ,by~hand., Care ~must-be observed 0tokeep, the 

U roof 1unitilin baac~uigdmlto. .As>metiond,"it is
 

'hoped-that demolition will be~accomplished,0bef6ore ,tee start of
 
this"'Project, but is noted herebcausei, isan itegral,part4 

00of 
 the 1Subproject and will have to be picked10up if~io oe
 

iaddition tothe 'oo reconstruction, some -of~temre
 
- *loor,f setions are In 'poor condition.and~will needto -be
 

:<'replaeced.' Also, all of Ite small walk-incod 4tor~ge units ,.
 

..forming part of the individual sellers stalls, ,need to ave"the"
 

~l 1~'1 .4 
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doors and trames worked on, as well as some mechanical repairs, 
such as motor or compressor replacements. Further, all 42 of 
the municipal owned refrigerated display units need to be 
replaced and wil 1 be provided under All) direct procurement 
methods. 

Adjacent to l maIn e.llers arca ,ire the sanitary 
ta ci i !es id Iho ch1] 1(Ireii '; day ceiter. Minor repairs. care 
are iletodod iii 1l 5 11 it if'y 1 1c M ti l md 1ti11e day (calre center 

I oOr r oo t 1 0[) '0o1111tean( l 0ed I Ir . 

A Vi!;til, I Iri 1) c lti.o o l tI1e utiI t ies (wIte2r, electricity 

and sewer y:;t omI)indliate V 11 t h,.y are in acceptable 
cond Ition aid will only requlI re s;oljted repair', except tor 

th e tli overheadSome of Iln lct ricaI wir inq in out.'ilde exposed 
areas. 

4. s tra tegy ad _Te cnI caI ConsId(I erra tI1qmm 

A review of the I ol 1owl riq a I ternat.I ve'; tor reconstruction was 
considered: 

I) l) 1 ill/Hui Id 
ii) Fast Trac k 

ill) Convelt lonal do!sIgmi thlen build 

Whi] I(-t inie is- ot t Ie es:;eice Ii a disaster recovery 
program, the 1el I emergeicy phase is past, al.lowlng the 

establ Ishmnent ol a more normal I lip Iemientt Ion program for the 
reconstt ritI(*on perio d wich will Iax ii ze t he oIfl ect, iveness of 
all resources;. The desigi/bu IId approach is the fastest method 
ot i ti ,ltl11q conrst ructIor. ThIs approach utilizes one 
cofn-;tr1ict ion c{ontract-or Who is assigned the responsibility of 
both dieslqi ind construction. The lengthy A&E procurement 
process anid s.ub.sbequent negotla 1ng phase Is elminated. The 
contract or uses either an in- house design statL or procurement 
of an A&E as ai subcontractor. Conistrucilon under this approach 
co] ICi ave a'!; much , six nionth's over the traditIona il 
approa( 1. Thore are some ri sk; a ";s ocI Iatied with the 
des qri/ullidIImode . The Lirst i e o contro i; Lie 

s1)ec 11 cation an[I.d contract package. Only con,-tructIon packages 
that cdi be clearly defined would be i rc luded . However, it is 
the intent to utilize as imtuch o: the old structure at these two 
markets as; pot;b1b(e arid only rei)uild limijor parts ot the 

conpi exe_; th re, ore, nIlll I tue Iift plase ol designr 
(asses,;ment) i; comIleted it is dill ictilt to identify the full 

const.ructIon e and, thl, plarcular situationleds consequertly 
doe s not. leIid itself well c:o a Dei,; !ji!ulid proceduro. 



Fast tracking on the other hand is used exclusively in
 
order to save time and normally is most approprilate in large
 
projects with lonigdesign and construction phases or where
 
eco*nomic and social7 pressure demand thei development ofK&"site2
 
as rapidly as possible. Bas'ically', the approach is to initiate
 

- - -s~ithe construction process while the desg 
'continuing. Strong projectmanagement capabilities m~ust'7exist 

for successful use of this' approach. Given that' fast tracking 
7_ 7-,-",i-,oehtrik-thgrigeaa~eet-n-ttal.css#_ 

K'.,nresent situation does 'ndt warrant use of a Fast Track approach. 


The third, and recommended, approach is the traditional 
design and then build procedures, the AID standard approach. 
An A& imis contracted to conduct all assessments' and deig 
work, prepare construction b~id documents, and sup -rvise 
construction. The procurement of a local A&E firm under 
USAID/ES host country procedures can be accomplished in three 
months, in considerably less time than normal AID direct 
procurement. Traditional design is the recommended procedure 
to be used for these two markets and the schedule to carry out 
the complete works is given in Tables 5 and below. 

5. Mode of operations: To implement the projects, USAID 
and the ERD will assist in the preparation of a scope of work 
for A&E services to the Municipality (there is a possibility 
that the scope can be prepared prior to the start of this 
Project, thereby shortening total subproject time). The scope 
will then be ransmitted to MIPLAN where the Purchasing 
Contract ing Division of ERD will issue a Request for Proposals, 
review same and make recommendations to its decision making 
body (the equivalent of the CEA). Upon acceptance, the ERD 
Division will prepare the necessary service contract. The A&E 
will then prepare the plans and specifications for the 
necessary work to be performed by a'construction firm. These 
plans and specifications will be reviewed by USAID, and the 
Alcaldia and put out for bid by ERD., The contractor selected 
willcarry out the demolition or''reconstruction under"'the 
supervision of the A&E. Progress payments will be authorized 
by the A&E and certified by the Municipality. Both USAID's 
Technical Office and ERU, together with the Technical 
Department of MIPLAN's new ERD, will monitor and spot-check 
progress. When the works are completed and final acceptance
 
~certified by the Municipality the finished product will be'
 
turned for to the Municipality for operation and maintenance
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The scopes of work for the A&E Contract(s) shall cover the
 

following:
 

a. It 	not accomplished under the recovery phase, the
 

development 	of a demolition plan for each market place and the
 

bid documents to carry out the demolition.
preparation of 

a tixed price basis to eliminate
Demolition should be bid on 


the need for quantity measurements.
 

b. For the Central Market:
 

i. 	 D)esign ot a new structure to replace
 

Building 8 following the "Reglamento de Emergencia de Disefio
 

Sismico de la Republica de el Salvador." Preparetion of bid
 

documents for construction. Assist in obatining building
 

permits as required. 

ii. Construction supervision of Building 8. 

Iii. Inspection of all columns and beams in 
Buildings I  7, as well as their 
connections and root panels, and 

preparation of a plan and bid document 
for repair. 

iv. Assistance in obtaining demolition or 
building permits as required. 

V. Supervising repair of building 1-7. 

c. For the San Miguellto Market:
 

I. 	 It not accomplished under the Recovery
 
Program, design a new roof system for
 

the San Miguelito market, including
 
isolated repairs to the floor, and
 

replacement of any utilities which
 

were damaged.
 

ii. 	 Development of plans for the repair of
 
all walk--ir: retrigerated uits.
 

iII. Preparation of plans for the
 
renovation of the Children's day care
 
center floor and any damaged
 
non-structural filler wall sections.
 

iv. 	 Preparation of plans for the repairs
 
to the sanitary facilities.
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v. 	 Preparation of bid documents for
 
reconstruction of the San Miguelito
 
market including a painting schedule.
 

vi. 	 Supervision of reconstruction of the
 

San Miguelito market.
 

6. Cost Estimates and Schedules. The cost estimates and
 

schedules are given below in Tables 1 through 4. In summary,
 

they indicate that 16 months from the signing of the Grant
 

Agreement will be required to finish the work, assuming that
 

the Scope of Work for the A & E work can be developed and
 

approved during the one month period allowed for ratification
 

of the Agreement, compliance with C.P.s, etc. Otherwise, an
 

additional month should be added. The total estimated cost is
 

$1.4 million. If the San Miguelito demolition is financed
 

under the Recovery Project, the overall cost will drop to $1.3
 

million.
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~~ ~TABLE No 2 

I Frepare Fl-r/pp~roe5 ek 

2 Neg/Sign Proq 
Sched Start Sep 22 1967 

1.0 Week 
Sched F in ish: Sep 26, IYR7 

4.*. 

Sched 

.Sched 

Start: Sop 29. 1907 

4 Met S~seq~ntC's8.0 

Start:. Oct 2.. 1987 

Sched Finis~h-

Weeks, 

Sched Finish: 

Oct 

Dec 

26, 19B7 

2 1. 19H6/ 

-5 Deve lop A&~E Scope 2.0C Week s 
Sched Start: Sep I1, 1907 Sched Fiish: Sep 24, 1967 

------------------------------------------- - -- ------ -- -- - ---
6 Review Scope -2. 0 Weeks 

Sched Start: Sep 25, 1967' Sched Finish: Oct 8, 1987 
--------------------------------------------------------

*7 Send Scope to CEA .0 Days 
Sched Start:,Dec 22 1967 cched Finish: Dec 26, '198/~ 

q>~ 

> 

' 

* 6 dvertise frw A&,E Services 2.0 Weeks

Sr-hed Starti: Dac 14, 1908 Sched 'Finish: Feban 19036~k 

- -

-----------------------------------------------.-- "------..----

*- 9 eceoiveoPropo-eal/gwr) 
Sched. Start: JAn 14, [1986 

2. 0~Mo'hts ;.;-
Sche& Finish:' Feb 20 1 ?13 7 &j 

__ --

.12~ MobilDeies 
'pSched, Start: 

,(eoer)' 
Aug 20,p19B7, 

1M ,Mnh 
Sch d Finish:. Feb 20,) 198& 

v.--~ 

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

2Pr e1a res'in t1r~cyya I b 
-Sched~ StArt:. Feb2 

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

16 
2.0-nhs.WL42~~ 
Sched:Finish:~ Oct 24 

, 

198... 

6rQed Star .t: b 1~'98B Sched F'in1;h: Feb 29, 9E4 



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

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

- - ---- - - - -

1 11
 

2. U4,WR F k	 .Pu15. 	Advei 
F1" 1 iFnh: Mar, 14, 190

1tfitQ se Ce n!15L 7k1n1f -)em 
A98FIc f ed S t art Mhed H 

1....
Sc.e 	 Sche-dMiarish Apr 4a 
AV-- t I45 1,2 8 1,?'I" Y# bli-"" 

Mob ilize2 -~- k)We-~~"~~ .~,17 Cer'It'I Al Demb~c Contr. 

i 99 8 - ' - che F ii h : - .Ap O,r. 1 8 1: 1 ' 
c chere 'St t Ap 5Pict 

3'. MonthsemloSiL.
8 Lenitral 

2 ) I8V.38 Sched..... F i nAs )J UIW20i o8 

S ch ed St art 19 

19 SM -Re Vi eW4--prd2dSf 3.<- Wek 
1 1908 Sched Finish: Mar 2 19G8

Sched 'Start: \Feb, 

-

2. ().We e ks20 SM Design Apprnval 
Ma -3 0 ce~ iih Mar 16, 6890B~<-

Sched -Stat..4 

21 Submit SM IFB Lor-CEA 	 3-'.0 Days 
Sched St arL: Mar17, 198B-- Sched Finish: Mar'21% 198 

22 Advertise 91 IFF% 4.0")Da ys 

Start: 'Mar 22, 1900~ Sched Finish: Mar 25.. 1908 

-Sched 
I
 

£44
 

23 Receive SM Did/f'ev,.ew/Award .cWeeks 
, Sched Start: Mar 28q 1988 '; Sched'Finish: Apr 15. 1998 

~ 4A44~2.0 Weeks ~ 24 SM - Bconds/NTP"' 
Start: Apr ,ched1 1988 Sched Finish:. Apr -29 , ,88K,-v 

l"UMonths 
4'5 ~ CWInSULt 33HMrket 	 124 

Sched. i ish: 
4~ 

May1I 19E39 
S I hd, Start.: May 1 

n c Ii"6 SM Fiia Iu 

May 3 K1909 ~ ke 1 iih~u21?98,; 
, >,ched, Sirt 


4 >27 Len Pre~pare Prel Desin 2. C' Mn th
 
5 190 ched Finjih:' .Apr 26,' '1988"iSch ed Start: Fb, 	

198 --- - - - - -- -- 
, 

-'44l'~,,,2. C'Weeksl 
"' ~2B Review -Central Prel. Design

-- '"$4-'-- r, i4'i 1 y1C)10SSched Start. 'Apr '26. 1A93aLSc hP 

43 p 
=:~ ! ' 44Ii- 4' [- ,41,I f. 

S4""tiSced Start- iMay 10C)S44iih:Hy17 	 90 

4
 "4~'epnr e''8( % Cen T,ra"YDwg - -- '''-- 6. W e? I 
4~,-<~,,44 '--4 '---~)'Pr 

'n 2'1, 198 4 -'May-~t~a 	 7'I'~'7 ~4<'44~ ~ Schpd 	 1(), 1V4.78Sc hed' Flin i sh: iJ 

..	 - 4 4444.4-4 4 '1 

A: 	 ''4 



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

121 'NE 1
 

Pr~~~~~~~ 	 DAIe.Ag Y7MRI:o, 


3-1.~0():CnDI2~ Revie ek
~ 
Sche Un:2.(3 tar 	 chd'Fn's: UJ7 10 

Y,, 

34 	 'S n to-$-- ,E 3.~ C)Da ~ ~ 

:31 Od e t s 	 vCwAtr1a* -1c e J"[7' 	 Lci~ 

~Sched -- SUtArt AUQn~ 2. !, 19F3 -~Sched Finish: Sep1 20 198 
7-

36 	 Ce-~rfnrl+A Didt RalieweAinnr 2.-C)~ vee
 
Sched St,-.rL. Sep 1 1906 qrl-d 'Finish:.Oct ,1900
 

*: 37 enFinl hr d/T 	 2.~wC.)~ Wre. e k~W~ts ---

'Sched Start: Ocu 16. 1980 Srhed Finish: Octg 18 1908 

4 ~--------------
*36 	 oCentral consv~w/v~~A- iV'ek 

Sce Start:-OC-L 10, 1980 -Sched Finish: Oct 17, 198-8 

M ont 	 s------	 

39 Fched.1 ccSt ) t Otr. 16 . t9 et86 l Che Fion isct 1 1 0 

Sched; Start: Oct 17, 1989---ched Finish- Nov 15-, 1989:444 

44 '44,1 
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TABLE No. 3
 

MARKET RECONSTRUCTION PROGRAM
 
CENTRAL MARKET RECONSTRUCTION COST ESTIMATE
 

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

IEMS COSI IN FX COST TOTAL COST
 
I COLONES $ $ EOUIV
 

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

Reconstruction Bldg 8 - I 
lop floor (22 x 50):1100 so 0 600 1 660,000 1132,000 
6d floor 1100 so 0 650 1 715,000 $143,000 

Repairs to Filler Walls Bldus 3 L 41 50,000 $10,003 

Repairs to Steel structure -

Bldgs I thru 7 1 75,600 $15,000 

Subtotal Construction 1 1,500,000 $300,000 

Deaolition Bldg 8 1 500,000 100,000 

AIE Design &Supervision (151) 1 300,000 $60,000 

total 2,300,000 5460,000
 



----------------------------------- -----------------------------------
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TABLE No. 4
 

MARKET RECONSTRUCTION PROGRAM
 
SAN MIGUELITO MARKET RECONSTRUCTION COST ESTIMATE
 

ITEMS I COST IN FX COST TOTAL COST 
I COLONES $ $ EQUIV 

--- -- -.- I ........................... 
Roofing  12,800 s.s. @110 c/so 1 2,176,000 1473,600 

Walls Repair - 500 E t 100c 1 50,000 110,000 

Floor Repairs - luop sua 1 50,000 
 10,000
 

Electrical u'teiv - wnrral repair 1 75,000 15,000 

Freezing roourepairs, - 12 0 15000 1 180,000 $36,000 

Child care center - flor and Nal lf 100,000 $0,000
 

Nem Refrigerators fi1 & 3,000/ca 122,000 122,000 

General repar -and paintitig 1 100,000 $20,000 

1 ------------------------------
Subtotal 1 2,731,000 122,000 706,600 

Demolition Cost 465,000 93,000. 

A/E Cost (151) 1 492,150 $98,430 

Tot - - ----------------------------


Total 
 1 4,065,465 122,000 $898,030
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ANNEX NO. 13
 

HIGHWAY RECONSIRUCTION
 

This component involves extensive repairs to this four
 
lane divided toll road having a total length of 38.6 kilometers 
(about 24 miles). The average daily traffic (ADT) is 3080 
vehicles of which 17% are heavy trucks, 10% public 
transportation, 29% light trucks and 44% passenger cars. The 
elements of the component can be broken down into two major 
categories o1 work: (1) Repairs to the pavement (deformation), 
primarily occurring in till sections due to settlement or major 
embankment slippage; (2) Design correction in high cut areas
 
to reduce the chances of road closure during any future
 
emergencies (either because of earthquakes or heavy storms). A
 
field review of the road and its damages was made by the USAID
 
engineer assisted by an outside consulting engineer. In
 
addition, the Ministry of Public Works (MOP) has conducted
 
their own review and commissioned a local firm to prepare an
 
inventory o damages. The proposed repair activities are based
 
upon these studies. The cost estimate (See Table 1 attached) 
is based upon figures provided by the Highway Department and 
veritied with a number ot separate sources in the private and 
public sector; however, it is essential that a more detailed 
cost estimate be prepared in the early phase of design. The 
first tasks of the selected A&E will be to prepare an updated
work pildn including a new cost a :L1rAte. 

1. Pavement Repairs. Most of the pavement damage 
occurred between kilometer 5 (near the city exit) and kilometer 
20 about halt way to the airport. Severe settlements and 
longitudinal cracking are visible in about a dozen locations 
through this reach of highway. The predominant cause of 
failure appears to be total fill slippage in the zones where 
the embankments were constructed with a very steep angle of 
repose to make a catch point with the steep natural hillside 
they are resting upon. There also appear to be some failures 
resulting from inadequate compaction of the fill or inadequate
 
sub-base construction. in any event, these Isolated areas must
 
be excavated and a new sub-base constructed of selected fill
 
material.
 

2. Cut sections. Slides in cut sections form the other
 
major problem to overcome. The most serious problems occur
 
between the exit from San Salvador up to the toll station about
 
4 kilometers away. Cut sections In this reach were made on a
 
near vertical slope and are 40 to 60 feet in height. The
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<situation is~ acerbated by the fact that squatter buildings~
 
woccupy't~he rim~of the cuts. Several alte'rnatives have been
 

discussed and reviewed to remedy this situation, such~as 
fla 'in'in enhin',tie surfaceth~sope,-or 1backs,: 

g~treatment'sI ,and better drainage.- Before a-final~dc o is
 
m oi
pade on type of~rbdesign,,an~internationally lqua irfe 


~ ~guidance to th d~esign firm. 

K,~. nitialinvestigations suggest that maximum benefits will<~<
 
be gained through iproe drinage de sig, re~ than through
 

24 .Maori excavation.' Alternativ.e-solutions,,such a s flat-teni ng ,
 
~, tbe slopes could~cause social disruptions, require condemnation< 4 
 '~ 

of extended right-of -way.and result in,large increases in
 
cons~truiction4 costs.. It is hopedth1at4 much 4of ~the~problem can
be solved-by, redirecting4 surface run off 'and irrigation waste<
 
before arriving, at the 4cut' sections. Eliminating the' siiface~
 
drairnageand, consequentially reducing the subsurface drainage,
 
shul rs'tin more stabl~e cut sections and reduce the need
 
for cut backs.
 

~0 Some areas may require additional revetment works and
 
drainage at the toe of the cut sections and a minimal amiount of
 
benching.
 

~3. Mode of Operations. An A&E firm will be contracted
 
using normal procurement procedures as discussed in Annex No.-,
 
l ! of this: document. The scope, of work for the A&E firm will
 
be developed by the USAID/IRD office in cooperation~with the
 
Departmenit of Highways (DGC) and the ERD, Engineer in MIPLAN.
 
The DGC will be the Imnplementing Agency for thiscomponent. I f
 

~.4~v<~a local'A&E qualifies, it will be required tohave the ability.'>04'4 
to associate with~4a U.S. firmncapable of assisting~with'soils4 
analysis and~ other special highway design 4or supervision,' 
requiremnents'. 'The designs arid specifications for the highway 

peonstrdte~ orswil- viewed, by the USAID,:nd MIPLMI 
contracti'ng~of.'aI qiiali fied~ construction~ fi~rmni't 

car u the. works. Irisp~ction~s~of the works' wilt be' made- by.,K
 
<the A &E <'an'monitored 'by USAID and MIPLAN in order,,to~~certi fy.,
 

~ ~payments,4 
 o44%44. 
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ANNEX 13 51 
~ 	 TABLE No.,- 3A 

Earthquake Reo-s.ct~n
K List of Activities

ott. vA~eemnt Signed 12.0(1Day s:
 

ScHed St.art: Sep 15, 197SchedFinish: Sep 3 18
 

* 	 2 RaiyMetIitial CPS 
- - - - - - - --

1.0 Month 

Sched Start:- Oct 1, 1967 Sched Finish: Oct 30, 19O7.u.. 

* 	 Meet SubseqUenlt CPS 8.0Wek 

Sched Start: Oct. 34), 1787 Sched~Finish: Dec 25, 196[37 

Sched Start: Dec 25, 98 	 Sched Finishi a 2p18 

5rnmLFFP to CEO 1.0Q Week 

Sched Start: Jan22193 heFiihJan9,9G 

.4.0*6 	 CEA Invites Proposals Weeks 
19688
0Sched. Start: J1an 29, 1980.. 	 Sched Finish: Feb 26, 


m 7 Review Propnsals;30Wes 
18p 	 1966ScIhed StAitL: Feb 26. 1986 	 Sched Finish: Mar 

* Award ~ 1. ().,. Week 

Sched Start: Mar 10, 1966K . Sched Finish: Mar 25, 1988 
4- - - - - - - - - - - - - - - - - -~ - - - - ------ - - - - - - -

9 AW'E Mobilizes 
Srched. Strt !Mar 25, 19660. 

. 2.0 Weeks 
Sched Finish: Apr' 6, 1900 

*10 	 A&E Prepares, Work, Plan . 4.0 Wceeks~:My 
:
 

3. 0 	Weeks'*11 	 Review Work Plan' 
Sched Start: May 6, 198 Sched Finish: May 27p t19B8 '? 

AEStarts SlcePavemient ecins 4.0 Weeks 
Sched Start: May 69 19868 . Sahed Finish: Jun 39-,19884t4 

-.~K' 	 .*13 DiscUss.Work7 P'lan -J~' 1.0( Week: 7> 
Sched StArt: May 27, 198 

'-	

SchedFinishi Jun Z, 1900<~t 

.Revise Contract, as necessary 2.0 Weeks:-
.*14 

Sched Finish: Jun 17, 1988Sched Start: Jun 73 19B6 

~, 	 
!4 t.4 -- -. 4 	 . 

'---44, 	 -4"4!M~~4J 



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

-----------

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

~~~1 CE ISSUIF)Sc e1s PTrielWr ~'ln(S:!ta J n 17 .04~~prcyWeeksMp ~.§2;72 719 (3C e Finish: 9 P [ 
17. Review s7tI-,+.+.,: 


- .<Schei Start: *U '2, 
'.0
 

2lL 1908 9che Finih AI.'-C1?8 

~~~ 16 1~ e~b I-L''~r~-ac-sc~L Cat. or Mob I i2.7e7e7.". 1 s 77 

Sched St 12 1903 Sched F ini sh: .A ~rt: ')U
-Sced 
 S . 1906 Sched Fini sh: Sepn 3(:" 19 0 

- 47 423 Isse LsUSt- E4D 4.() Weeks~
Sched Start: Jun 19'1, 

' 
Sched Finish: Oct 28,I190W3 

19 1s dReceive/RevL Ddwe 
 2. 0 Week s''K
Sched SU~rt'u 2 18 Sched Fish:' Nug 11, 1986 

7 : _ L -. - - .........-Y!3: .+++
-+ . ''+77'-.----------
* Receive....... --------------- 7-+
24 Last J+id; 2 .0++:::?Wee ksw+++' +++ +++++ ,,;.++:+.+y+ +,+;+?,++;+P.+ : + ++........: +......""...-" Nog 11++- ... " +++++i
Sched Start:-- + 1........"- 1966 - - Sche.
2:rt+: ++ .. .. ' "" Novs:~Au1I9BEH'++++++++++:++++'+:*++ +t i ++ +:,+ + ::+'+ S++?+++: ; Sched++ ;+ F:-' Nov 11,1968+++ +"+++ :+':T+++S + :ched +St+art+: Oct 

in :2 :i?+: + +++ ++'++26 19 6 ... .++- - - Sched Start: Sep m+++ - - - - - ;++++s -, 1968 ++++:>:+:+:++++- - -'---------.----.-+ 12, 198eey++- --- + - - - Oct 126 198 +:++i+'Schedr+ +++s+iStars+t +i . -'-+-.- Sched Finish:''~q ;+++-e Sced Finish:- '+g+++;- -- ++ ++!;:;+, e++ - - 1u86' 78+('(:::~* :+25 Awaudi Last '+++++id++ ++:++++++: 1.0+ + -+ 
77'

+++ Week' - : -+- +- +: i+*226 ev Last Moilze QWeeks
Sched Star't: Nep 1B., 1766 Sched Finish: Sep 30, 1986 

S..d.t.t.:.N..1...6.She 
 '+Fini sh!_+:,, De 2,:1I :,:1 eI):
'.----..-----...----~----'------------------

*28 Final Inpetiont 
 .0Weeks-' 

777 

+
7-, 2+++u. _ Sched.+: 


............ ..
+............. .S OF ta1++rt:i:++ Dec ". ...+++++
+++::+++ Sched?""i+++1988 :t':+.,::i+! ++?+::+ +F ++++:++:(+inish:7Se+ +p::i 
7 , . ++:;+:+++:.:.+::++,-- - - e - - - - +;:;+)!++.7l?6Y-- '77'77;+++:+!+:;S;++!+s++++- - - +W ial I s e to :>:+++ l+02.......s-,7+
72 


ii6ched Start:ii+ 1967-. Schecl'Finishu-.Sep ........+:+++++ 17 

; i++ Sep!., ++++++++:++++" +++",+++++++++++++" 

77. 

7- 7s W 77k-. + - p 7 - + +:+++++'+++++++:':+++++77777 ii 7."7i)++++ +:> ++++' ++::+++ ++ +:+:'J;P ;+ + ++O + ?+ " 7i+
i ~ iii!i :8+ +( +::++++++++i++<: i '+7 :i2,++ !+~i+':'++ !- : > 7iiS7-d . 7 ++,++++++:+':+ :++ + ++++>7 ++++++ ++l' ::++:,+++++.+++++,+:u,+++++. +. . ++L~+,S1i ,77 ... .+:>.. ++ I +++++ 77.7.+ 

7 - -7 -'+++ 

::,:+: ' 5++'++.:+;:+.++;+2-
:+ + 
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Higwa Reosruto CotEt a 

a 9 Nay 

(in'~ Coon s 

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

DECITONLNIT QUNIY UN O 

CoCoctt M310,00 1 180,0
fil 


L,50 15 37000

Snlp fsing1 25,.000 to 6710000
2:.-Cleaning/rhulde 3ump0()0 30 gorsava 

Aoroph ogal 5,000alteeri .
 86 1,200,000
CioPmpat ton 2101500 1050,000
 

CrsneyRogregates Stn A3 1,5100 
 C10 209,000
 
'0lope Pipein 
 122000280 280,000

CEasing scourles 
 ,0 30m 900,0004
 
Sphutal peronte 150,000 8 120,000

Clitu 500p 210 1010
PaemntMion 


Subtotal9,635,500
 

A&E for Design &Supervision (14-1)1, 090
 

Grind Total ''A ? 

- DollarEuivalentJ $2,200,A000.P~~
 

OTHER COSTS - GOSREPNIBLT
:2- -- ' Land Acquisition. (Rgh ofWy
 

arNaey )Wei-igh afsefgueughestivtes no-F--b
 

-,ri 
 "e i'iI~e by the M&Eprior, to thie start' of~ any design vrWL,., 
~- The firstI-~ order of ourk bythe WIW be the development'~~ -#--

3- -- V o( a,aWrk plan gvin gsincriteria to be used, 
,"- descriptions of 811 sbU ojJ[UJLIiaiI anudtdcs s mt 

,, ,~-'9and construction' schpdul'e.'k */ '~-A>4-V. 
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'''4'4,~.4 te pl wasQ at ,4'td~b the4"'~' 
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 ~~ ~ ,ter~ ~ i4n444 r~ 7~ upn~uis44444~4 44'~lao n~a 'd 
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444444.4 .,millioSnt fhe'~wtequplynt matrin1aladoreico rmes~ntde r 
expnwuell fro tnh't ohestock.,.rsectr 'y~he 
 '4 

lAso 3'Def emletrct196,to esat -. ips.enIt he ,
the44pu 4a4%at'r 
pelntedin ab~ lvado Essentiarey,, th~ell,_flea the4 
be ysItem poduesya a abou 315oo 4~tre «0%emae cubi4'mts.:wif only~ . 
cmnid. din godditi ndtothisn.'.mAinsotem,0' "a cotsihdered.-A"4 
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 .44'A 

sysht mqwasmenblend totlnu opiceaios providing waerte hency~~444.4
teaks.of San amot'and El, Camen and from thre by graviitytot 
te anksmu ofDolore iralal n h ework ofedateatrtejiao
 

p 
4

4 4Aattepequke' anDdidaMiralvalle Teseobt
strae toospaovde
 
suple 
 they. seIse ,u h ak:o qlpetsc~sS 4b 

eficen e. y an.thboueo of, rweair:won stllgeate than noe a 
,worprovided fors9PhoursAc i waopses wermreonyypfeul
the' taunks n 


'4 equiwhent eathquakroe hi aiut 0in.temrig evc~fo
 

http:another4.44


'7~~~i 7~~''"~~KNNEXJ 2 

ANDA appears ,to have sufficient personnel, both at the 
semi/skllled asBlwell,,as the skilled and supervisoryievel,',to

~~ properly utilize'additionalequipmentand tools- A~reet 
4Table'2 details~ their Production~ Division structur, which In ~ 

~IJ2 times of emergency, make .,up, the' repair crews., At present ANDA 4 
operates with, 13 crews Jmak'e up of 500'4 perso6ns ,' 1 8 superv~israoi>2~ ~~~~~~ sI ddt fit ti e -regui -6-ta7t4O 0 
p'ersons' are hired oni'a"temporary 'basis depending upon then eed. 

Proposed Assistance. In developing this proposal fore4
emergency'type equipment 'and mater ial~s (See Table.,3 attached),
the Misision took into account 4other, financing sources ,and,"'""
reviewed the lists-of material being financed by other donors 
to assure that'there was not an overlap. The criteria used in 



determiing what supplies and equipment should be provided under
 
this Project were: (1) the material must be a direct
 
replacement of materials used since October 1986,,or be
 
designated emergency repair equipment, i.e. equipmnent needed by

mobile teams to respond efficiently to earthquake related
 
damage and (2)' equipment must not be4 a rpaeetfrayo

ANDA's normal equipment pool. rpaeetfrayo
 



;TABLEJW No 1 

~of Equipren 

- - V----------- -------T r e -------------------- ------ ~ 

-

; > SmlI 4WDPichips 
,FlaLhpd, Triucks 

u 
P~ne1 

Jeep 4 WD 
Pickup Truckd ---

Prichip Tr'id 4 NO~ 
Tri'clI on 
IrtfclIon 
Irocl, HIG~neratnr 
Irock -WAter Taril 
Jr~ctor Unit -
Sc~rifier 

Cram 
Fnr kIJ II 

alr 
~Excavator -Cargador 
Drilling Rig 
llaclhoe 
Ot~hpr Fq~lp'enl 

25 
1 

2ir 

4Y 
68 
23 
2 
6 
15 
2 
4 
3 
P 

Ix~ 
1 
7 
0 
0 

Ei 
3 

0rcrII5~Q 

1to 
8 
I5 
13 
13 
I 
8 
1 
1 
I 
0 

0 
0 
1 
I100.00 

37 

21 4 
Z75,00Q 

'0.0 6
2 

24.37 41 
l4ioll 57 

18.07 83 
36.11 36 
36.11A 
14.29 7 
34.78 23 
31.13 3.-
20.00 5. 
.25,00 . . 4 
0l.A0( 2 

0.00 1 
0100 
12.50 8 

1 
.100,00 17 

-

-

v 

- - - 319 146 465 , 

ANAW.rkforoe &Repair Crews 

DEJJ'IV o 140CUADRI NO PERS~ S___ ING 

a)2 1ect: Icidad 

b vbo4 

* 5 40 

21 

5 

4 

1 5 

32 

~C c) Obras Civiles 
d) 

4 

-* -

40 

2--3 

-4 
i'''a 

1~ 49'~ 

g Ing. de D1csefco 

134 

2 

50 

'-

189 

- -1-4 

4 

~-2~ 2~I 



ANNEX 14 4 

~ ~----~-' ISAl 'Proposed Package', ~ ~ 

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

Item I--Units Quantityr Utnt Total ~1I

- -Ci 

-

-- --

Pipe 

- --

4 

6 

809 

-- - -- - - - - - - - - 7~ 

- I neter 

<99999-99-
4 
> 

4 
I Peter 

m~eter. 

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

1500 $7 1$12,500 1 

19>V000>-V$100, -$00000 

50O0 $150 1$75,000!; 

: 
9 

~ i -
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1 ANNEX 15 -


ANNEX NO. 1
 

Shelter Relocation/Resettlement 

1. Other [)onor Shelter Relocation Eltorts 

The Mission has coordinated its planning with other external 
donor and the (OE in an eitort to assure that All) financed 
actlvit 5 w.ill noLt. (up.I rate those o1 other donors. The other 
donors now planni n( assistance t:or relocationi/ resettlement 
type proje ct: i clude the World Bank, and the governments of 
Italy an i (uaL.mala. These projects will be located in Apopa, 
the GO:S development area 20 miles north ot San Salvador. 
Togethei they will provide approximately 3500 lots/shelters in 
an initial phase, tot lamilies to be relocated from the SSMA. 
The Italian assistance includes preparing plans for a 
substantial nuiiher oi additional solutions In Apopa at a later 
date. AD's iRteonstruction Project funds will not be invested 
in this area. 

2. AI D ie.ave ry P 10j or t1.Ac.t:_LIvity 

The Earthquake Recovery Project (519--0331) funded temporary 
relocation works and shelter on four sites within the SSMA For 
about 1200 lamilies. 965 of these families will be located on 
the "10 do 0c'Lu.re" site which is al ;o included under this 
project Jor dpgrading to a permanent resettlement site. Steps 
to provide these families with title are already underway. The 
other three sites were also considered for upgrading under the 
Reconstruction Project but did not fultill the requirements for 
transferring title or were not appropriate for further up
 
giadinq. Families now temporarily located on these sites will 
be elegible as benefici]aries tor resettlement to permanent 
sites de,'loped under this project. 

3. Scope__0_ 1_ Reconstruction Project Activity 

Five sites ( including the one mentioned above) within the San 
Salvador metropolitan area have been identified, studied for 
teasability and selected tor this subcomponent, in agreement 
with VMVDU (see Table I attached). Current estimates indicate 
that 2030 new lots of approximately 60 square meters each can 
be developed on these five sites. Final project designs may 
result in a slight increase or decrease from this preliminary 
estimate but will not appreciably effect total subcomponent 
costs. 

http:0c'Lu.re
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~Total component costs are estimated at.45'0,million of which 7 
approximately 'one-half will be f'or Infrastructure "works and
half for shelter (see' Table 2.tahd.,Ln will-be provided >' 

free of 'cost to the' activity by, the GOES for all sites. except

the *10 de" 0ctubre" ]locati'on. Ma'ximum unit~ost, will, be under
 
$3000 (015,000), with an~estimated overallP'ae'rae $2500 

(0121500). 'Land and infrastructure willl be grant~ed~b'y the 

'"' 

GOES to the beneficiaries., All shelter construction,'o'r' 
 '~A 

-"provtsion-of--shelter-b--dng-ma-- 1--swrvre -t 
~credit basis at terms of up to 25 years, at an average' pf 8%
 
interest.' Payments will be graduated ,to achieve this rate over
 
the ~life of the loan. The credit' terms and' grant' levels have
 
been established to allow affordability to the targe' group

while also being as nearly compatible as possible with the
 
other established credit lines. 
 '* 

4.' Design Criteria and Related Costs 
 7 

The design criteria used in arriving at the unit costs shown on
 
Table 2 are as follows:
 

i) 70% of proposed housing will not exceed 20 m2 of 
 ' 

construction area; wl
' 

1)30% of proposed housing wilnot exceed a 30 m2 core

housing solution;
 

iv) Storm and sewerage systems~

v) Provision of electricity to all sites
 

* vi) Vehicular streets with paving.
 

Infrastructure: cost estimates for Infrastructure work ,were
 
based on actual average construction costs for similar type~

projects, applied to a 60 m2 lot, on sites with slopes not to
 
exceed 5% and others sites having Irregular topography. The.,
 
cost for urbanizing on a typical flat or 5% maiu slope site
 
Is estimated at 080/m2, or C4,800 for the averag~e 60 mi2'
 
lot; for irregular topography~lots, cost were estimated at
 
090/m2, or C5, 400 per 60 m2 lot. 

Housing: ,construction costs for a 20 m2 core house were~ - v * 

estimated at 0360/m2 or C7,000 per unit; a 30 m2 core house, 
was estimated at 010,800. This will be the solution applied 
t4 of the 5sites. For the "10" de 'OctubreNsite,:whr


families are already committed to paying 050 pe'r month~for
 
,the land, a cheaper solution will be applied, I.e-. a materials'
 
package, costing about 02,000, will be sold' on , Kedt 



ANNEX 15 3 
'5- Implementatior Arrangements ~'"~i 

The timplementing agency~that-will receive..funds from SETEFE and
accoun for saime, is the Vice-Ministry of Hous'ganiranK; 
Development (VMVDU). It's respon'sabilities,will1.be set'forth~
inaa"Cointrato dejAdministrci6n" 'with MIPLAN.: Advances will':~

.{be mad'e to the VMVDU by SETEFE~piar'suant'Ito the termsofti" 

Thel.MVD.'W'il-implenent through PRONAVIPOetbihdy 
.Decree '43 arfd411, whi-ch<'acts'as the coordinating of fi'ce'of ~El'7~'Salvador s Program ofNational Popular Housing. Its ,principal

<7objective is-to' serve a~s promotor.and administrator -of' low cost' 
> housing projects. 
 Its functions incl~ude evaluation and~
.,approval of projects, establishing fiaca ragmns


supervision of implementation. 'Ass such; 'PRONAVIPO is the most
 
appropriate institution to handle the shelter

relocation/resettlement activities proposed. 
 The
 
administration of the credit aspects ofA this copnn will be

contracted by PRONAVIPO to commercial banks and/or S & L
 
Associations, or possibly to the~FSV. 
'All net refl'ows, ~ 
including interest payments, will be pass'ed back to the BCR for

~programming acceptable to USAID.
 

The design, and preparation of IFBs for infrastructure and core

housing construction work will be performed by IVU engineers,

who have been made available to PRONAVIPO for thi's purpose,
pursuant to instructions from the VMVDU, within whose

'jurisdiction both entities fall. 
 The work has~~already be,!-n
started. There is understood to be unused '7 Q'"

technical/en-tgineering capacity at present, in'IVU.'IThese 
 ~ ~ : 

k4~ services wil be~ prvddfe hre.t POAIO ho 

cotatn 
 tefwill be undertakei pursuant 
to the 


procedures described 'in'Annex N~o. 11"IProcuremeflt Plan". 
-


Supervison 'of constructidn work, will be:contracted with~a local
 
A.&, firo~ui-ngthe ameprocurement 'procedures. .Theselection o beeiire~wl~eh 1respons~ibiity, of 

VMVDU ,Act ionlto this2 end2 will start-'.now,.Withiou'waiting forA~the Proj ectA Agreement to':come into ,fet n shul be
 
completed by Februar 

A4 
 A98
 

6,Reporting'-and Monitoring, 

-AA 

The VMVDU'as,,fica imlmniggAerqirdt y wil 
-~-,>4~gsubmitt~ to-AID quarterly- progress reports, including a report; :A3on satusandprogessof construction of program funded
projects'and a report~on fina'ncial activities., Credit
 

intermediaries usedt by PRONAVIPO will',berequired to submit~t
 
IDaqua~rterly report on component loan.,portfolio aciiis


AIUSAID/HUD wil11 monitor these projects it~h i.ts present>4staff. g

http:will1.be
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ANNEX 15 - 4 

Table I
 
Sites tor Resettlement Projects
 

PROJECT SITES 

Present Area Estimated
Location 

Owner m2 Lots (60m2
 

each)
 

No.. Name 


1. San Marcos Sur Ote. San M'rcos, Km. V FSV 237.398 965 

10 	de Oct. de la Autopista al
 
Aeropuerto I oternaclonal
 

2. 11 de Octubre Sur ci:1 le I: Volcn/Centro IVU 41.444 414 

Urbaito JoC Sl nmO6ri Carla 

3. San Bartolo En tIo I dlBJuqnales IVU 13.218 132It; de 


V Etapa Arenil y i":1 Sauselito,
 
Murlicpto do I 1opa n o
 

21.115 211c) I 


VI Etapa nlial I.:! Aron l y C. El
 
SaGouice, mu11 lici[plo do
 
I Iojpd Iiqo
 

4. San 	 .artolu do Diaqo- IVU 

5. Bosques de Ca-tit. GI ttepo'" e., IVU 30.669 308 

San Marcos 	 MunViciplo (l a;,III Marcos
 
oitre cairt tori ". S-to.
 
loma. y Aut ()' p1 a
 
Aeropuerto 1inter-acionalI 

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


341,844 2 ,03 0 o ta 1 



ANNEX 15 - 5 

Table 2 

ESTIMATED COSTS: RELOCATION/RESETTLEMENT HOUSING SUBCOMPONENT
 

C O S T S TOTALS 
No.Solu- Urbanization Housing 

Program tions Ave/unit Total Ave/Unit Total 

San Marcos 

10 de Oct. 965 1,080 1,044,000 400 386,000 1,430,000 

ii Oct. 414 1,080 $447,000 1,857 $769,000 $1,216,000
 

San Bartolo 
V etapa 132 1,080 127,000 1,857 245,000 372,000 

San Bartolo
 
VI etapa 211 960 203,000 1,857 392,000 595,000
 

Bosques
 
San Marcos 308 1,080 331,000 1,857 568,000 899,000
 

Supervision 
and T.A. -- -- 348,000 -- 140,000 488,000 

Totals 2,030 -- $2,500,000 -- $2,500,000 $5,000,000 
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ANNEX No. 16 

SUMMARY DESCRIPTION OF GOES EARTHQUAKE
 

RECONSTRUCTION DI RECTORATE
 

In order to concentrate on damages and problems created by October 
10, 1986, earthquake, the Minist.rv of Planning and Economic and 
Social Cooperation (MIPLAN) created an Earthquake Reconstruction 
Directorate (Direcci 6 n General de Reconstruccion) to coordinate and 
supervise a1-l diverse reconstruction tasks. This Summary provides 
synopses of key elements of this Unit. 

A. Charter 

The ERD Unit is charged with the responsibility of supervising and 
coordinat.ing reconstruction activjtes for the GOES. Broadly 
defined, iit includes foreign donor coordination (although SETEFE 
will conr'nue that role), as well as implementing agency 
coord ina t i on. The general stra tegy expressed by the GOES for 
management. of reconsftructijon acti vities includes: 

(1) Prov'd4ncn a central coordination point. 

(2) Decerira]:.zing "mplementation to those agencies or others 
(privat., sector) most. capable of carri ng out the works. 

(3)Assuring thaL reconstructl on activities can be rapidly 
implement ed wi.h as much uniformilty in criteria and procedures as 
is practical. 

To carry out t.his st-rategy, the ERD Unit was created in MIPLAN on 
July 5, 1987 as an ad-hoc coordinating unit reporting directly to 
the Minister's Office. It. is currently charged with the following 
tasks: 

(1) Manage all reconstruction activities for MIPLAN. 

(2) Prepare progress reports for the Minister. 

(3) Direct the planning and prograuning of reconstruction 
actvi ties. 

(4) Present: technical and financial reports to the donors, as well 
as reimbursement requests. 

(5) Supervise the bidding, contracting and procurement processes. 

(6) Coordinate activities between the donors and implementing 
agenci s. 

http:Minist.rv
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B. Organization
 

To carry out its reponsibilities, 
the ERD Unit is organizing into
three departments plus 
technical support assistance - either inhouse or contracted. 
Its proposed organization is depicted on
chart 1. The organizational functions proposed by 
the Unit are
 
detailed below.
 

(i) Technical Department
 

The Technical Department is the backbone of 
the Unit, as presently

established. 
 The technical department head will act 
as ERD head
when 	necessary, and will be 
supported by staff, the 
majority of

whom will have technical backgrounds. The Department's
 
responsibilities include:
 

a. 	 Leading The planning and programming for reconstruction
 
activities. 

b. 	 Responsibility for the technical coordination of the
 
reconstruction activities.
 

c. 	 Directing and leading all coordination staff in the areas 
of:
 

(1) 	 Institutional coordination. 

(2) 	 Physical progress of 
the works and transmittal of
 
financial requirements.
 

(3) Preparation of physical requirements. 

(4) 	 Selection and contracting of consultants and 
contractors. 

(5) 	 Orienting those responsible for monitoring of project 

costs. 

(6) 	 Acting as counterparts to donor's technical units. 

(7) 	 Reviewing and approving implementing agency's Action 
Plans. 

(8) 	 Regularly informing management of the progress of 
each activity. 

d. Sectoral Coordinators. These coordinators, working under 
the Technical Department will:
 

\ 
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(1) Coordinate on a technical level all the
 
reconstruction activities of each particular sector to avoid 
duplicative activities and work delays. 

(2) Serve as technical counterparts for the implementing
 
units and as counterparts to international mission's personnel. 

(3) Supervise the physical and financial progress of the 
projects in T-heir sector. 

(4) Participate, in conjunction wit-.h implementing agency 
personnel, Cort de Cuentas, and the Contracting and Bidding 
Department, in the selection and contracting of consultants and 
contractors.
 

implement ing 
(5) 

(6) 

Jointly supervise and approve designs with 
agencies. 

Evaluate project progress with the i-iplemen

the 

ting 

agency. 

(7) Review the action plans of the implementing agency. 

(8) Periodically report on project progress. 

e. Technical Support-

The ERD Unjt anticipates the need of architectural and engineering 
assistance for specific problem responses as these might arise. By 
either contracting out for this type of A & E assistance, or by 
including these experts on their staff, they hope to resolve these 
types of technical problems. 

f. Procedures, Costs and Monitoring Uni t 

This Unit, working under the Technical Department, will: 

(1) Prepare impleirientation guidelines and procedures for 
each reconstruction activity and recompile technical and cost 
information for different types of work in order to utilize them as 
guidelines when preparing bid documents and judging reasonableness 
of cos t. 

(2) Prepare progress reports for monitoring of the
 
different reconstruction activities. 

(3) Prepare graphs, control schedules, and adjust planned
 
implementation documents according to actual progress.
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(2) Contracting, Bidding, and Purchasing Department
 

The Management of 
this Department, in coordination with the 
legal
units of the 
implementing agencies and with contractors, will
 prepare the 
necessary documents for contracting of people,
services, and materials and equipment. It will collaborate with
the Technical Department personnel. The Department is planned to
function in Khe following manner.
 

a. The manager will participate in the planning and
programming of the construction works, 
as well as participate in
final contract negotiations, and supervise bidding and procurement
 
actions.
 

b. 3id Solici tation Unit
 

This Unit will:
 

(1) Prepare and apply procedures, consistent with donor
requirements, for procurement of materials and equipment.
 

(2) Review and 
approve the implementing agency

procurement requirements, as well as specifications, and procedewith acquisitions satisfyto these requirements. 

(3) Plan and control the procurement of materials andequipment and other 
items 
for each respective institutions and
,squre adherence to quanti ty, quality and speci fications.
 

(3) Administrative and Budget Control Department 

The Manager of this Department wi l supervise the programming andfinancial controls of the funds available for use in reconstruction 
activities. This Department will: 

a. Supervise personnel, salaries and wages, and purchases
associated with the Earthquake Reconstruction Directorate.
 

b. Budget requirements for external funding and local
 
counterpart funding.
 

C. Participate in the planning and programming activities for

the reconstruction program.
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PA>I4%;;C. Personnel and Staffingq .. 

TheEartquakeReconstruction Directorate.,4~nitially proposing a
A ~ 
A 
 staf, 21,ncldin 3 possible consultants for a~<
 

Ssupport, 
 at an initiall cost of .079,000/monthl'y,,or $18,9,600
annualy. Currently,'the ERD has personne-LA. t-fned~
~~rom 
_o6Her 'MYPf 76o1fices. The proposed staffng patterrl' is contained 


Sin 
 the Bulk Annexes. 
A
 

D. Status 

In actual fact, the ERD Unit is operating on a very reduced scale.
 
It has approximately three full-time personnel, and is tryin~to
 

~. select other personnel to perform the activities described above. 
MIPLAN is requesting USAID concurrance for local currency funding 



for the Unit, and it is expected tIhat funds will be available in~September,.-1987. At that time, i~ilhv 
eri tf n
 
orient itself to the tasks it envisions. How strong or how weak

the Unit will be is not yet known.VA.
 

The operationality of the Unit is not expected to hinder -the
 
implementation of the Earthquake Reconstruction Project. If-the
 
Tehia Department is weak, the USAID will work closel9Y with 1the 
 I4 

impemntngagecis ndtheir private sector contractors and . . . .
 
-


A activities, the CEA will continue to function until reestablishe-d
 
inrvdMIPLAN.ehia As USAID guided theh originalR.I CEA, it isf anticipatedA1A udnet em rcrmn 

Athat 


All 

the new CEA (the ERD procurment Unit)A will'rciegiac
by USAID for procurement actions affecting receSiveo7gudne

1the~~ rjects; K'The~laccountability of funds and budgetary 
US

controls wills be handled~by 2.4.SETEFE staff until theERD has personnel familiar with MIPLAN's 
existing systems. We believe there are sufficient safeguiards builtA

into the process to procede with the USAID activities given either,,
strong or a weak MIPLAN unit.A 2A 

IAlII2480E A 

1- 4l .I 
AIII 

http:known.VA
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ANNEX No. /
 

REPORTING AND TRAC-KING SYSTEM
 

1. Tracking: Each UJSAII) technical ottice will track thelr 

respective subprojects on a contin'lous basis. They will be 

assisted by the statl ot the E'RU as necessary. A key factor in 

tracking is knowing what wore the original plans. Tracking, to 
have any meaning, mutt compare Iorecasted (planned) schedules 

agailst actual sciedul es once the project gets underway. 

Tentative planned schedule'; I-or most of the subprojects are 

given in the Project Paper. The software programs (tiles) for 

each oi these forecasted schedules are found in ERU. However, 

before each subproject commences, a I ina] readjusted schedule 
will be developed to torm the basis for analysis ot the 

s;ubprjct status.a Those will be adjusted throughout the life 

ot the project, to allow updating and reoptimizinq whenever a 

component is olI track. To assist- with tracking and analysis 

ot each componert , t ie computer prog raim Mi crosot t. Proj ect will 
be used e,or t- ; wi I 1 be qener t d on aimonthly bas i s 1.or the 

tiSAII) Technical Ott ice lirector; anld the ERU's staff to be used 

for micro management of the Project. It is intended that these 

Wi II be shared with the GOES counterpartmonthly status reporls 

agencies to ref ine and improve project. Implementation.
 

as 

otticial Quart.erly Reports I;or submission to All)/Washington, 
M1P1,AN and all GOES Implementing agencies. 

These same reports willIbe prepa(red in detail once a quarter 

The use of Microsoft Proj ct will provide the implementing and 
monitoring team.; with a Iast graphic display ot the schedule in 
GANTT and PERT chart forms. The schedule, sometimes called a 
GANTI'T chart, shows not only when each activity begins and ends, 

and :-;lack times, but also which activities (those on a critical 

path -- no slack time) need the most attention to make sure the 

project gets done on time. On the other hand, the PERT chart
 

Js a type of Ilow chart f-ocusing on the order ot the activities 

and the way they interrelate rather than on the start date and 
I inis31 date for each activity. Using both of these forms of 

allow the project team to update and optimizeinformation will 
the order olf events to minimize delays and reduce costs. The
 

inputs will be handled on a continuing basis. 

2. R ep orts; 

a. Q uarterlyReports: A Quarterly Report will be 
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prepared in detail for 
submission to AID/Washington, MIPLAN and

all Implementing Agencies. 
 This report will contain, as a
 
ml n1mum:
 

1. 	 Narrative discussion of significant events
 
and any anticipated program delays,


i. 	 Summary Financial Status,
 
iii. 	 Financial Details by Subproject,

iv. 	 Subproject tracking reports similar to those
 

used in the Recovery Program,
 
v. 	 Summary GANTT chart for entire Program showing
 

Actual vs Planned,
 
vi. 	 Life--of-Project GANTT charts, PERT charts,


and/or Table Listing of Activities showing

Actual Progress vs Planned,
 

vil. 	 GANTT charts showing the previous and the next
 
quarter activities in 
detail with a detailed
 
table listing o1 activity relationships for
 
the upcoming quarter.
 

b. Monthly_ Rep)orts: Monthly reports will prepared for
be 

the use ot 
the ERU's stalt , Oft ice l)irectors and their GOES 
counterparts for micro management of the overall program.
These monthly reports will be the primary document used in the
 
Mission monthly program status 
meeting. Basically this monthly

report. will Include items iMi), Iv), vi) and vii) above and any

other pertinent- documents 
regarding financial or physical

Iracking of the project. 
 The GANTT charts are of most
 
;portLnce at 
this stage. A typical GANTT chart (hypothetical


example) showing a project's Actual progress compared with its
 
Forecast is shown on Table 1. 
 PERT charts will only be
 
prepared when a GANTT chart 
indicates that a previously marked
 
non-critical 
activity has shillted to the critical path.
 

At that point a new network profile 
should be prepared to
 
determine whether the activity relationships have changed to
 
such a significant 
extent 	that. the planned overall project

completion date would be seriously delayed, possibly beyond the
 
PACI.
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PROCUREMENT PLAN 

.	 The Elements of the Project that include Procurement 
Requirements are: 

a. 	Reconst-ruction/Restoration of Public Schools
 

i) A&E
 
ii) Construction
 

iii) Ma-pri i.1 (desks, chalk-boards, etc.)
 

b. 	 Equipment and Materials for ANDA 

c. 	 Repair/reconstruction of Markets and Airport Road
 

i. 	 Local A&E to work with the Alcaldia to develop 
scopes of work/specifications and supervise 
implementation of market construction. 

ii. 	 Local construction contract(s) for demolition work 
and for the construction of markets. 

iii. 	Refrigeration equipment for procured from the U.S. 
for one market. 

iv. 	 A&E to work with the Highway Department of the 
Ministry of Public Works to develop scopes of 
work/specifications for, and the supervision of
 
consi ruction for the airport road

v. Construction contract(s) for the reconstruction of
 
the airport road.
 

d. 	 Relocation/Resettlement
 

i. Design for land preparation, leveling, sewers,
 
drainage, etc. for the resettlement sites, and any
 
core hour;ing units to be built will be handled by
 
IVTJ, so no contracting for the A&E services is 
cont emplat ed. 

ii. 	Local A&E for construction supervision.
 
iii. 	Local contracting for land leveling and
 

infrastructure.
 
iv. Local construction of core housing units.
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v. 	Local procuremen 
 of materials for distribution to
 
resettled earthquake victims on credit terms.
 

e. 	 Public Health Facilities 

i. 	A and E Contracts 
ii. 	 Construction Contracts 

f. 	Staff for USAID Earthquake Reconstruction Office
 

i. 	Contract Amendmenf- for the Assistant 
to the Office
 
Director
 

ii. 	Contracting of -A Procurement Specialist 
iii. Contracting of i-wo Engineers
 
iv. 	Contracting of an Information Specialist.
 
v. 	Cont-racring of a Sc retary 

g. 	 Staff for USAI U Technical Offices and the
 
Controllers Office
 

i. 	Contr acting for Housing Specialist. 
ii. 	Con'rac-ing for: Credit: Specialist.

iii. Contracting for OET Engineer 
iv. 	Coni racting for OfT Administrator 

v. 	 Contracl-ing for O,"T Secretary 
vi. 	Ins'i'l-W-ional contact for Controller's Office
 

vii. Contracting for 	 [RIG and end-use audits. 
viii. Con-raci-ing fol: Eva]uat-ion. 

Implementation of the Procurements will Utilize the
 
following various Procedures:
 

a. 	AID Direct- Contract-s 

i. 	Procurement- services for primary schools equipment 
ii. 	Equipment- and materials for ANDA 

iii. Staff for USAID Earthquake Reconstruction Unit
 
iv. 	Staff 
for USAID Technical Offices and Controllers
 

Office.
 
v. 	Refrigeration equipment for 
the San Miguelito
 

market.
 

b. 	Host Country Contracts through the CEA element of
 
MIPLAN's ERD and Implementing agencies
 

i. Local A&E for market construction (S.S.
 
Municipality)
 

ii. 	Local construction contract(s) for markets (S.S.
 
Municipality)
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iii. A&E for roads. (Highway Dept./MOP)
 
iv. 	Construction contract 
for 	road.
 

v. 	 Local contracts for land leveling and 
infrastructure (PRONAVIPO). 

vi. 	Local construction for core housing units
 
(PRONAVIPO).
 

vii. Local contracts for building materials.
 
viii. A&E contract for design and construction
 

supervision of major MOE Institutes and for
 
operation of primary school fast 
track lottery 
systt em. 

ix. 	Contracts for major MOE Inst itute reconstruction. 
x. 	Primary school lottery con-racts. 

xi. 	 Health facility to A & E contracts (MOH).
xii. Health facility construction contracts (MOH). 

d) 	 Other: Contracting and/or direct hire by VMVDU. 

e) 	 Intermediate Credit Inst ilution Guidelines for Credit 
Recipient s 

i. All 1 m> dit sUILbc ompone n t-s 

3. Descript-ion o> Implementa ion Procedures by Project 
Component 

a. Reconstruction/Restoration of Primary Level Public 
Schools 

The procedures for contracting for construction services
 
and materials will be identical to those used in the Education
 
System Revitalization Project (No. 519-0295). 
 An A & E firm
 
will provide consulting services in the form of designing and
 
estimating costs of the 
schools to be constructed. The
 
preparation of construction documents and
 
supervising/certifying construction requirements is made on the
 
basis of a lottery. A name is randomly chosen from those
 
prequalified construction firms that have expressed interest 
in

the specific work to be accomplished. The prequalification
 
process, approval of construction packages and contract
 
documents, and 	 ofover- oc!h'- the lottery procedure is the 
responsibility of a "Comisi6n de Sorteo" made up of
 
representatives of 
USAID, the ERD, the Ministry of Education,

and the Consul-ing Contractor. The procedure, which is
 
described in detail 
in bulk files, has been approved by the
 
Regional Legal Advisor in 87 SAN JOSE 2884 (copy attached to
 
the detailed procedure).
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The procurement of school 
furnishings will be
contracted with an 
8(a) PSA to cover the material requirements

under this .omponent of this project. The PSA used will make
 
procurements in accordance with the provisions of Chapter 
3 of
 
A.I.D. Handbook 11. Host coun-ry contracts under this
 
component will include the appropriate AID mandatory clauses
 
listed in Handbook 11, USAID approval in the form of 
a
 
Project Implementation Letter will be 
required for all host
 
country contracts under this component with a 
value of the
 
equivalent- of $100,000 or more. The contract 
for the
 
procurement services 
(the PSA) will be executed and
 
administered by the 
USAID Contracting Officer in 
accordance
 
with the provisions of A.I.D. Handbook 
14.
 

b. Equipment and Materials for ANDA 

ANDA will develop specifications for -heir requirements

and forward ithem 1-o IRD. IRD will i-hen process a 
PIO/C that
 
will include the specifications, desired delivery terms,

desired document dist-ribution, 
 instruct- ions for distribution
 
of shipping docurrMent, and the 
signature of an authorized ANDA
official. It is f-he intent ithat 000Code source origin for 
the equipment- and materials will be used; however, a situation
 
may arise where the Project 
can be better served procuring

materials from other 
than Code 000. If that is the case,

procurement 
of those specially identified materials will be 
held to CACM and Host Country source origin. It is
 
:.":'cipal-ed that all- shipment-s from the U.S. will be made on
 
.ile 000 vessels. The PIO/C will designate USAID/El Salvador
 

as the authorized agent-. Upon receipt of the PIO/C, the USAID 
Contracting Office will arrange for publication of notice oftender, prepare an IFB3 or RFQ and contract for the delivery of 
the requirement- in 
accordance with !he provisions of AID

Handbook 14. (If for any reason difficulties are encountered
 
in the direct contracting of this equipment/materials, on a
 
case by case basis, hos- count-ry contract-ing pursuant to 
appropriate AID procedures may be used.) 

c. Repair/Reconst-ruction of 
Markets, Airport Road,
 
Resettlement, Public Health Facilities, and MOE
 
Major Institutes.
 

T'he Municipality of San Salvador (for the markets),

the Ministry of Public Works 
(MOP) (for the highway),
 
PRONAVIPO (for resettlement
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sites), the Ministry of Health 
(MOH), and the Ministry of

Education (MOE), will work with USAID's Earthquake

Reconstruction Unit, 
USAID Technical Offices, and the
Technical Division of ERD in the development of scopes of work
for A&E contracts 
for each activity and the specifications for
the materials for the resettlement component. The completed
scopes of work/ specifications will be provided to theComision Especial para Adquisiciones (CEA) and to USAID for 
review and approval. 
 CEA will review the scopes of
work/specificaticns, arrange for publication of notice of

tender, receive and evaluate proposais, propose award for

signature by the executing agency, all in 
concert with
coordination provided by USAID's Earthquake Reconstruction

Unit in accordance with the procedures in the CEA procurement

manual, which can be referred to in the bulk files.
 

Once contracted for, the A&E firms will be required to
develop the technical bidding documents for the individual
requirements. When completed, the technical scopes will be
provided to CEA and the review/bidding procedure described
 
above wi 11 be followed.
 

All const mitcl ion conitracting will be in accordance with
the provisions of Chapi-er 2 of 
AID Handbook 11, and
equipment/materials contracts in accordance with Chapter 3 of

AID Handbook 11. 
 The draft contracts will be reviewedapproved by CEA, which includes a 

and 
non-voting representative of

USAID. In addition USAID approval 
in the form of a Project
Implementation Letter will be required foL 
aill contracts underthis component with a value of the equivalent of $100,000 or
 
more.
 

A requirement to import approximately 42 refrigeration

units for one market will be handled using direct AID
 procurement procedures. 
 (GOES authority for USAID to issue

the PIO/C without the need for counter-signatures will be
 
covered in the Grant Agreement.)
 

d. Staff for 
Earthquake Reconstruction Unit
 

The Earthquake Reconstruction Unit will prepare scopes of
work for 
the staff positions, prepare/process PIO/T's (GOES

authority for USAID to issue the PIO/TA without the need for

counter-signatures will be covered in 
the Grant Agreement).

Each scope of work should include the names, addresses and

phone numbers of potential candidates, if known. The

completed PIO's will be forwarded 
to the USAID Contracting

Office. Upon receipt, the Contracting Office will 
solicit
expressions of 
interest, and make the necessary arrangements
 
to finalize contracts.
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e. 
 Staff for USAID Technical Offices and Controller
 

Each USAID Office will prepare scopes of work and
PIO/Ts for the positions 
to be funded under the Project (GOES
authority for USAID to issue the PIO/C without the need for
counter-signatures will be covered in 
the Grant Agreement).
For the Controllers Office, a 
continuation of 
the existing

contract 
with Price Waterhouse is contemplated. All PIO/Ts
will be reviewed and cleared by the Earthquake Reconstruction
 
Office, in addition to 
the normal clearance process, before

being forwarded 
to the Contracts Officer 
for action.
 

f. Credit Components
 

In addition to other instructions, the banks and other

providers of credit 
will be required to provide each
subborrower 
the following instructions on 
the limitations of
 
use of the sub-loans:
 

"For procurements directly by the subborrower paid in foreign
 
exchange:
 

1. 
 Goods must be manufactured, produced or 
grown in and
 
shipped from the countries included in AID
Geographic Code 000 
, or the CACM. Any ocean or 
air
 
transportation must 
be on a U.S.-flag vessel 
or
 
aircraft unless waived by AID.
 

2. Suppliers of 
goods and services must 
be citizens or
 
permanent residents of, 
or firms organized or
 
incorporated in, 
the countries included in AID
 
Geographic Code 000 or 
the CACM.
 

3. 
 All goods imported and purchased directly by the
 
subborrowers with these loan funds and their

shipping containcrs must 
be marked with an
 
appropriate red, white, and blue AID hand-clasp
 
emblem.
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For all procurements, paid for with either 
foreign exchange or
 
Colones:
 

1. 	 The borrower shall 
follow good comercial practices

and accept the most advantageous competitive otter, 
price and
 
other pertinent factors considered.
 

2. Only Items will be purchased that will make a
positive contribution to development and that do not
 
contravene U.S. 
statute. Accordingly, the following items
will not be purchased without prior approval from USAID/El

Salvado r:
 

a. 	 Motor vehicles
 
b. 	 pharmaceuticals
 
c. 	 pesticides

d. 	 rubber compounding chemicals and plasticizers
 
e. 	 toxic chemicals
 
f. 	 used equipment
 
g. 	 military equipment
 
h. 	 surveillance equipment

I. 	 commodities anld services 
in support of police
 

activities
 
1. 	 abortion equipment and services 
k. 	 luxury goods and gambling equipment

1. 	 weather moditication equipment
 
m. 	 asbestos or asbestos containing building 

mater ials 
n. 	 items manutactured, produced 
or grown in or
 

shipped from any conmunist-bloc country."
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WASHINGTON. D C 20523 
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ENVIRONMENTAL THRESHOLD DECISION
 

Project Location 


Project Title 

and Number 


Funding 


Life of Project 

IEE Prepared by 

Recommended Threshold Decision 


Bureau Threshold Decision 


Comments 


Copy to 


Copy to 


Copy to 


Copy to 


Copy to 


El Salvador
 

Earthquake Reconstruction
 
519-0333
 

$100,000,000 (G)
 

: Three years 

C. Roberto Gavidia
 
USAID/San Salvador
 

Negative Determination
 

Concur with Recommendation 

Concurrence subject to
 
incorporation of IEE
 
recommendations into PP and
 
language being included in
 
appropriate documents that would
 
prohibit the use of asbestos and
 
asbestos containing building
 
materials from being used or
 
funded by the project.
 

Robin Gomez, Director
 
USAID/San Salvador
 

C. Roberto Gavidia, MEO
 
USAID/San Salvador
 

Frank Zadroga, REMS
 

ROCAP/San Jose 

Lars Klassen, LAC/DR/CEN
 

. IEE File 

/,h S -'- Date MJ 18 197 

James S. Hester
 
Chief Environmental Officer
 
Bureau for Latin America
 

and the Caribbean
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INITIAL NVI1CtlaM EXAMINATION 

I 	. BASIC PRDJFZT D 

PFJECr I CIGN 9 San Salvadcr Metropolitan 

Area 

PRJE= TITLE I Earhxuake Reconstruction Project 

PDJE2CT NUMBER a 519-0333 

FUNDING I W0,too000,00 

Ian OF PF<X=~2 s 3 years 4 
IEE PREPARED BY x C. kbbero 

Environ ntia 
i, PRJ 

Of fiosr 

LrzAID/El Salvador 

YE 	PREPARED a May 29, 1987 

REC1nEWFICY FOR THIUML LECISICN 

USAID/El Salvador finds hhat activiliies contemplated under the proposed 
project will notA have a significan6i negative effect on tihe human environment 
but-rather a positiue one, inasmuch as mosti activity will involve 
reconstrucicn/repair "in-situ", much of it to inproved constiruction 
standards. With respect to tlhe physical envircrnment, USAID will work closely 
with thie GOES and will assist with lihe review and evaluatiicn of the 
environmental and seismic implicatins of the sub-projectis under tihis program 
as they are submited for approval and financing: 1b accomplish this, all 
sub-projec documention to be prepared for review and approval will include 
an examination and evaluation of its environmenoal and seismic consideratiions 
and implicatitCos. Also, as part of *he overall project managemen6 provisions,
 
on-sit e inspecicons will take place, and projecti engineering onsulfants will
 
be instructed to ensure tati construicin work is performed vnZ ompleted with 
a minimum of environmental disturbance. Quidelines will be prepared to permit 
project managmeni Oo evaluate each of he sub-projects. For .tis reason, i# 
is reommended tihaji an Ehvircmsnbal Impact Sateanht or Envircrmmal 
Assessment rxi be required. 



It should be noted that thbs Project will be implemented in a context of a 
broader GOES effort tio reduce populationconcenraiicn in high density areas 

-2-~4Ain North of San Salvador while cZby increasing accessibility and services areas 
a -,he same time a&tending to the immediabe recono4ructicn requirements in the 
metuopolitan area. Obher donors may well finance activities such as road and 
hiyiay consbruction, relocation of office buildings, lard clearing, etc., 
which may have negative environmental implicaticns. During the course of 
project development and inplenentatin USAID will closely monibcr and
coordinabe with other donors to minimize environmental disturbances. 

Rcbin L. Gcmie 
Directior 
USAID/El Sal vador 

Date 

0628b
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IlPACPI IDI:nr1i:'RCnrI AIII) [VALJAIJII 

Imp)act Areas aid Sbr-Areas hihijct Identification anld Evaluation I/ 

A. Iu y] 1.1e 

1. clianjingti e diaracter of the laid through: 

a. Increasing the p 1iiilatic i 	 2/ 

b. 	 ]tractiig nattral resources 'a
 
N
c. 	 Land cleaning 

N
d. 	 O]lanjing soil diaracter 


N
2. 	 Alterinq iitural defellse3 

N
3. 	 [brec]o(itig inportint uses 

N
4. erep-irdi-.i !)(] rinn or his works 
N5. Other flictLo:s 

B. 	 WATI'R CMIJAITY 

LI1. fiy;im] n. ;te of water 
N2. 	 C2v-mioil gunl biolgjioal states 

N
3. ILol qil. b ar e 
N4. Other fldct-ors 

C. 	 A[1 ItERFJC 

N1. 	 Air alli t ive!; 

N
2. 	 Air t,)llitTi n 

N
3. Naive plion 
N4. Oli,r factors 

D. NATjUAi, RE'JARCL; 

1. Diversicm, altered use of water 	
N
M+ 

oynibuclts2. Irreversible, inefficient 
N 

3. Oer fictrs 

E. 	 CUUIUAL 

NI. Altering [lysiml synjols 
2. Dilution4 of cultural traditions 	 N 

N3. Oier factors 

T1he follckA!)q syflbols have been used: 

N H,1enviromoentil impact U UWknc,,n environmental impact 

I, ,-t.t].eeviron 2nltil irpact + 5 eneicial inpact 
M ibJ,'ate en~v irolme t;l mlicti - aecptive Impact
II Iiih en'irc2nt1 	 aipact 

2/ 'Dhe 1rj-ct will actually decrease poxpulaticn density in smie areas. 



2K~r~~1. Cinges~in Ieat1cm'i'w IIi2i . 

I." (Oianging a natural en ' rimi N
 
~''~~ '2." Efliinating. an eoasysteni blaient ~ N
 

3.~ Other factors N
 

II1 GENiERAL 

1. International iivpacts N 
2. Ccotoversial1 iacts N 
3. tarqer p~ga iinpacts N '. 

4. Other factors N 

I. MflIER PSSILEU lIMPACrS 

1. Urban services 1+' 
2. Ilcaith services i+ 

2 

-~~ J. SU'2IRY2 OF BEFCFITS M~D ONQ.R( 4" 

2 , In ge-neral the project 'beneficiaries should receive a highet, quality 
22 of- life. Specific imaurenents of such iinprovEmients; are as follcs 

a b httrsolutions for people taprotothe earthq5uake <~~< 

.. . . . . 1ivinfg. .were, 1 n un f i t shelters.' lbcesesolutic'ns will include hie~JA 
~"~ Kbasicamrni ties', potable water ar- iv'61s r a facilities.2 ~r~ 

b) ed2 helhadsft niomn ymasof__p 

say evrnenbyxas introduction 
. ' ' ~of water' 2sewe-rage axd 'storm~ drainage. ' .2-~.r 

2>C) The Iproved shelters will provide oncrete 'flocrs durable 2 

4roofs, house coninection to basic services sand perhaps shelter>
expainsion..2 2"4, 

2. C' 2 422'2'4' 

"' "'t j 2.,-icm -tK2 residents .. 'th' aras ar. o... . afece all;'" 2 

'2' 2 
'2 " 

lie envro.-cnt uctqevx treos ctiitne our e1aeltibneaed anY"ihousning paluandt uidpiifrsrcuc i:iujns x4-~ ' &-'X Condutya oel os peosible1ea'i sIvie sufcs.e~cto,~r1) 

- 2.24 ~ 22~4 
2L6 ~ha o1~incn eie~ fteaffctd&es r 1 



22A 
 2I NE 52 


3. Dic2sa of Eh2222 ol22nentr 22.y issues 

lbr2 -ar n222u 'e v ro m-n a 22 fac or in cl e th ?
2{2~~'2r'2J~ ' 

in o2',2

-22242~,
2 

, In~ genra the mai2 obetv to2i
~~~~~~~~ 22222;222~222224ca ry tile' out,,, 

re o ructin- rd22' rehab222222 i2 l ti2, 2,2 -d22222222 li 2-q''*2
the new. 22222a 2in,ru ti n-22sto

cons222222~~222 
. d si 22is 

y:,a2
conulan pecalstS in2 diaserprn a2reas.>. 29.2222 

Another deig crtra2 
 sd ista ieb scn
~>2 2 , ~ 2222 2'222 .222~22222232222
 

2 
'2 22roelal include2~
 Sit se ec ia ard dce cp Pn cr t i -1'22.2soun 222 en22222'222ir n aen en222r-ng cons u22222c,22>2~.t.242.2222 

2~~22 ~. Deiefiial Eivir2rmenta E ~Ir menp ' ,acts.<~>".22' 

3)ojc In~ ladou hc22 ranaes 

'2~pV. 2222~2 22~2 '2~2acess, reuction ofionpuain wdesi~ies suchal.tke-ai.222exstngi ilegi 2t6s~bliisioc san quatt2esire tt r3ja22 

.'2~2.2222,22 CBlSla heec4) tte alth cndia oste-rn willii.2ovareas. e222onon 

~1~4b. 7n1,dnpproweicat iteisewllc b- c r 2>292 appliedi ieasntcite 
2<evirnmetal imptiacts:ennc
 

loae nerrvesadorsas prorvcreurese.t2t 

2222222422.~~~~~~no nore oasr httee ar/irdgisesiuvthat 
wahe awa
soil ge by srac rnof
ae 2c 


2l~enftcia oficni~aadlcth
 

positva.~~~ The folenicpace are 
- c s i
e ) r l .il ,i 
 o e f vr
t 'd c pevduce :en i r n en a i 

2'2~~~~~~~mat etrnais th)an~etont 
2 

3)vrs WA1'lai ou ubn reswhctwllpovde2rnrveaccess,~~~~~~~~~~rdcion f iltondnste 'uhesths ' 2221 

.C-2 

..................~ existing~ ~ l en.2
in"lgfs~vsos~ ~ ~ Adsqa rstlc 

http:acts.<~>".22


ANTEX No. 20 

El Salvador Earthwtake Reccnstruction Project 
519-0333 

LOP 
FY 87-90 

4 years 

Total A!LD fundino $75 million 

S-:-.arv 

Projet C-cal: To assist the C-Ee 
to restore the stan-dard of livir fcr 
i.-wi"-idials affected '-, he disaster 

Objectively Verifiable indicators 

Standard statistical neasures 
derostrate positive growths 

Means of Verification 

I) C-OES.Central Bank R-morts 

I rtant Assurr::ions 

Goes Policies wixl be favorable and 
encc-race econornic recovery 

in order to raintain eccnorto and 
sociai stability. 

Prc -ect Ptrose: ,Towith the 
effects of th October IC eart.-usye. 

In rarticular to assist the CIokvercenta riate sector o E1 Salvador to 
reccnstruct ard rehabilitate hosing,
-ital infr-astructure and -businesses as 

well as restore basic services to 
pers-ns, rarticularly thos of lower 
inome, affected b, the disaster. 

I) Prc-ect beh.nefictarres "il 
have shelter, access to schools, 

and health. care services at alevel at least ec-sal to that prior 
to -Iheearthquatke.
2) Businesses assisted h, the 
Project will he prcnuctro- at a 
*aai to that prior to t*he earth
ouake. 

MIPLAN periodic rererts that 
or that 

factors
act i t 

rcxoiconi-t:ons co not worsen 
the war or other external 

will not pre'nt : e ies. 

Outputs: 

I) -icusing Credit 
BCP/F1/Financial Institution The F '7and savirns lcan institutions 

establishment of credit line for 

repair/reconstructir. of
indvidually ced hoes 

- 5,000 loans made to homeoners records will facilitate ".Overent of the creditlines throtnh aprotratate staff.rena--tan ep ro u res 
nd procedures 

establishment of credit line 
for rebuilding/rehabilitation 
of rental apartrents (mesones). 

- ip to 8,000 loans made to meson 
dwelers, former or new ocners 

BCR!FN'V financial institution
records; V.'IXI reports 

The 1.V'and sav os loan i:st:tuticnswil facilitate ,nc7venent of the credit 
lines throuh ar--nr tate t nd 
procedures 

procedure 

4;-
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IV.Assistanoe for Project 
Mcnitcrirnc managemnt,i ezrontateior 

Credit financing for housing,
private shccls, clinics ar-d 
ztsi.nesses 

Construztion aterials 

Di-:en t 

Projct SLpport 

Audit/Evaluat ion 

Cor inaencies/inflat ion 

0826B mee
 

. FLNExectivC Unit estatlished, KIPLAN repcrts C.l2S wili clearl, define arrd civeor c de in arfid givfe.
s-ioocrt to role of the Unit 

A&B -er-v: ces provided as necessarv Contractor renorts anid Irle-tentjno entities su'oocrt projetsfo Frjc -! 'nstruQ-tion aritav jiennn: ageno-; repotrts "" 
to ioz '" i 0enc1 es 

Urban pla7.dnin desion ex, rtise . staffing 
providec to .t:
 

Audit ser--ices provided on a 
 A-ID contracts or purchase orders 
continuing basis for all with auit firm 
project coroxcnents 

A.I .D 

44.0
 

23.1 

1.6 

2.5 

0.5 

3.3 

C 

I 
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ANNEX No. 21
 

Summary of Bulk File Material
 

A. General
 

1 . Earthquake Damag.e Assessment 

The USAID Earthquake Damage Assessment, prepared in thespring of 1987, traces 
the events that 
took place immediately
after the October 10 ear(thquake up through the AID $50 millionRecovery Program. [ncluded in the assessment are the tallies ofother public and private .atusistance and the roles and reactions
of GOES ins i tutions, a summary of injuries, and the impact of
emergency reiLief efforts. This mat-erial was used in the Project

Background.
 

2. DEICO [Lnsti tuLiona[ Analysis 

The DEICO Inst i'utional analysis, prepared by Lic. Maldonado
 
between 
 July 9 - August 10, 1987, sununarizes the institutionalroles and capabi iiis of MIPLAN/SETEFE; performs a preliminary

analysis o)f 
 tie M [PLAN Earthquake Reconstruction Unit, the CEA
roles at VMVU/Pronavipo, and the Municipal capabilities toexecutie a project (this to be delivered the week of August 10).
The reports allowed for an outside opinion on capabilities from
a Salvadoran perspective Lo be digested by the design team. 
 Mr.
Maldonado's 
thoughts are incorporated in the Project design GOES
 
Implementation section.
 

3. VMVDV Bene ficiary Survey 

In Spring, 1987 the Mission funded a Survey by 
the VMUDU of

the socioeconomic staLus and characterisrics of families in
selected earthquake-affected areas. 
 The use of the survey was
to derive income and occupation characteristics, rental andhousing data. Sections of 
the survey then allowed the PADCO
consultant (Linares) 
to report on affordability limits and,
thus, credit- Line recommendations. 
 It 
was also used in the
 
social analysis sumwary.
 

4. CEA Manual_ 

The bulk files contain a copy of the CEA procurement manual, 
delivered t-o USAID/PRJ on July 14. 
 Also included are initial
comments by the Regional Commodity Procurement Officer 
on the
content of the manual. The manual describes the CEA and itscomponents. 
 It also contains (1) model instructions to bidders;
(2) general conditions; 
(3) special conditions; (4) a guide to
procurement using USAII) funds; 
 and (5) annexes which describe
the CEA procurementl 
steps, which present a draft contract and a
model bid analysis form. As a result, the Project design

recommends continued use 
of the CEA system.
 

AKi 



~ A 

B.Cei and Finlancial 

1.>'Ar'ce-Watehue-vlaibs 

**~~~AA',' 

InerediariesAA 

fthet 

~ ANNEXt21 

commercial blanks, 

2 

S''FNqV, BANAFI and 4 Pronavipo ~ '"' 

prepared4 a 4series of brief'.'reports, which wer ~t2ilized inprjc dsg The first of,these repr' 'eud vlaiodelaAdinsbacon de lass", 4 ,Instituciones Financieras", ieasde CrediLo prsuirm arize, h ~ fr an e o h " 
~~<comnmerial1 bank~s, FIGAPE, and, the Savings and&Loan Aassocia~tlons'
 

under the Recovery Proj'ect, specifical ly2 <the performance of"
these intttosi amnsrtn 
 the housing 'andsmall
business credit components of .this project. 7The Imehodology was ~ 7'"'the assignment 'of'wei~ghts 
to specific funtions, eg.' handling ofappliLcataions, inspections, 
contract documenbationA 'disbursement.
controls, collection, etc. 
 The results were quantified for each "',
institution and presented with general commenhs on the
ins tibutions. V
The results of these -evaluations showed FIGAPE bto
'hae'perfojed in an 
outstanding mannern, 
theA S&Ls ho have.performed well in handling housing.cre-ib, and the' commercials,AA-'banks to have sb~own the capability to ~.andle a well-supervisedcommercial credit line. 
 As a result, t,7e project paper design,
places housing credit only under,tthe S&L system and the, business'
(commercial) credits under FIGAPE-'and the Commercial banks. 
 7, 
Because the BCR indicated that it wished BANAFI 
inlue in.
 

the business credit administration, PW prepared a small
evaluation of BANAFI's cap~ability7 to administer UADfns 
A '
 

(30 July). The' conclusion was 
that, BANAFI had, procedures ,in
.~~"place to handle USAID funds ' "<in a highly satisfactory annr 

A similar evaluation~ on 
 was reuse 
 frm PW<4<.'IF

wol aeteresponsibility of ,supervi.sing the housing 

'4< 

credit AAA4' in4 the contemplated design.' The conclusions~of 'be.rana'lysi swere thatL hr.di'FNV the capabi y'to perform'ti 
.<A. "'functions described above. PW recommended that'USAID prepare K
for FNV 'the' descripuivc element's"'of'ihe procedures and critelria 


4-Awhich should be used .jnmdisbursing hou'sing 
-~"" 

credits ctccording to AKP 
4-; 

t.~he i Aeii n -it the'programn. ' 
--

- --- > ', 4 'j 44,'A..A2AA 

-U<-,The final ,report prepared 'by 2$ wa&.a synopsis of PROMAVIPO -"'<A?~i2>'and J.ts capabilities. ' A~ A~--~-

4..A.A<- - - -' A '-~, - 4 A~ 



2. Cradit Component and Demand - * 

-. .lttTwo reports were-prepared by LJose Antonio Baaota 
,;inancial consultant, for the projec'L The' first of thesewa 

<~~an~~anly.sofhedeanfor-pr-iva te-scho-o, mne-d . ca-l-, 
and housing,(meson) credit andy delivery, submitted on July 30. 

Tesecond was a synopsis of recommended terms and condi tions 
~ for the small business credit component, including the estimated 
demand for this credit'line, received on August 3. 

The project design incorporated Lic. Basagoitia's 
recommendations for the commercial credit, while relying on the 
terms and conditions agreed to between the VMUDU, BCR and HUD > 

for the housing credit. It should be noted that the demand 
indentified for the small-medium commercial credit was inv excess
 
of the amount programmed under the project.
 

A C. Other Donor Material 

*1. IBRD Project Loan Agreement
 

On July 11, the design team obtained a copy of the proposed
 
IBRD Loan Agreement for Earthquake Reconstruction assistance to
 
the GOES, and the- team also attended a -negotiation session with
 
the IBRD, VMUDU, MIPLAN, and BCR. The Loan agreement contains
 
the proposed terms and conditions of the IBRD Loan and it,

defines' the conditionis precedent for disbursement under each
 

proposed activity.
 

In addition to reviewing data contained in the document, the 
design team discussed the housing, school and~business credit -I2 

wth OES 
determined, that only $7 million of the AID housing credits would 
initially be prgramed foriimeson sale's,and that the AID funds 
for that component would be lent at rates identical to IBRD/GOES 
approved rates to the ta.rget groups, Lif acceptableto USAID, and 
if not, the funds in-this component of the AID subject would be 
reprogrammed. Based on the micro-business funding identified 
under the IBR project, bhe Mission determined that no 
micro-business funding should be entertained under the AID 

4 


compnenshe Frm tesediscussions, it was
 

project (see Italian Project Plans, below),. Also, the IBRDloan-
allowed the Mission to better focus on uinsatisfied needs in the
 

A~74education sector. ~i~;.->;A~. 



4 

>'2. ~<IDB Prje'ct Plans 
Th einteam net at various times wi th', IDB,~'~--&~;> 

--- epes ne~-es--t-assuign-7ac, ii4i-.onof_,uaig took 
kk pac'e. Becaus thtIoBassinJ' 91a aproe -a$.1mllio 

f~omth poct he Italicju
<if6~6irojei,(See Itlani:rjc Plns below). . Also, theMission indted thab 

''I 

the .IDB hadsoft2 loan assistance planned fodr,~
thmehealth ($3.1M), CEL ($ 9M) roads ($2.1m), telephon c 5.6tyl)andANDA.,,$3.4M), which was signed ba'the GOS nJul. 17. The KfiKj~
~< AND-puirchas.e listqa s shared wi th 1the IDB~to 'assume noofefft. famethat lsup e It was ee n'iaino h IB
 
original., fiancer~of the San Migue.ito 'marklt 
 concurred_,with

nheed, for 'reconsb uc'ion of thi', market' under' the;AID poet 

'43. Italian Project Plans, 

1The design team met.with the Italian-tcnal, 
--- purpose of'4delegation.on threeseparate occasions in July. 1 The ,these sessions was to coordinate activiLties. ~twsdetermined
 

that the: Itali~an ssisance allocated'$1lMto uprdnand, in combination with the IDB, there was 
no,need for th
Mission to consider thi's area in project paperdesign. The>W
Italians also pl'anned to disburse ah'lest3M for''
micro-business ac tivi ty,~ Again, wen~ combined~wibh the 1I3RD'"' -' 

- and existing BOR credit lines,, this negated theheed to'allocate""'~" UAID funds in that area. The Mission also discussed",wit6h the
Italian delegation other hea±.t and.,sanibation projects.~ 

4. MIPLAN Donor Summary , ,_' ~" 

In the course 0 fvaiousneet2ngswith MIPLAN/SETEFE~%~~'~
and MIPLAN/ERD, the 1SETEFE,-,),groups made availiable 1at
thetI:est's t 4 Isummaries of other donor assibtance..,.These summaries were used,3~I'

with other reports,.ttascetain where 

<other-donorsS"we're


placing their funds. This inf, ,rma tion helped~6bhe Miss ion to
maintain itself up-to--date on 'ihese proposed activtlies~and t o 

"-

.check possibleAID projec't progr pming agailnst those other" donor

ita'rests.
il- In cases' where gaps were seen :bo existi 'and where~2~-

'"

those were compatab1e with -the project ,purpose, theybce"the
ba'sis for consideration as '%roject sUbcomponents. 
 ' 

D. Hous'ng 

IVThe 1985 'PADCO ShelterSec tor asesamen mae forth
Mis sion~ was usd s ~a~geea 
veve o the~characteristc 
of:.husin ite erpltan ara. S61e oft-he, abezr al in
the assessent was I~S Ucusb~tgi.ad'r 

e 3 ; n-'aosuran 

http:delegation.on
http:andANDA.,,$3.4M
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De elo m n.4 t4'O~ i'.4. ce, s-concep tual-ackground ener ---- t e-.:.-

assssen.4pin4',oO the4 sttu f hltr outo4'J 

suvy.;Tisdt hssrvda bacgrundfo tb"IB ,IB 

r'r;~rplBetwaeaul 1 Juo eathqe and.-zo 1-1,e AD fhabityof 

mostostffctid adeen sol,,,acnptbl solution Thso meo 

SoloAreorowsusingb USurvey D intedrint~no h
 

schedalel adisersehent f
!an h of orhuaethi type creit. i 
iseected thaty arideutsoti dwill utonze're reortJ base byis; 

Standerds aTinda hforasberedlity.,ru~df~ 

and'yAId "ptons, fos mh~eson units.....................................................~
'p~ 

4~~fij orde nterionel have o ~all donors hnd, sieams could~s'beMPA~' 

eto
afodal by thol targT.. gruy. Th.et als faoe n 
Bebweent,(ol Julyr,1 'July), Hoeerte nlsi,-4sn 

'contractetol4~ T M'na Soloosed,.yzudia proemtshn 'fecbie, maeas o 
iof crdi me iellr tio waes u~ se conclsting.thelivretrous so 

weren thaits"ndvda oupledcreithcompoent.
ciniaite, ""-~"-~ 

Solo rporb a ued by'rh eaArtHhquinake ofadoeniNoveber th
 

.4.4 
 thandivtesheul of dewsburseoenb~teor is bypeof'dcediot.It.A '2441
 

4 surveypecend in ee teuO'tSo pubicrepo wisyl,tbem utilied byt 

'4' 4, 'bha ~44J 

http:Soloosed,.yz


to$+6tal damages. These surveys resulted in a damage 'u~mITai~ foreconstruction (red, andL:d rnge coe) and repairs (yell6,and 
-.-----. rieen--cods- ,-byl 

1 I 
.--UicooiiTes'e.-u e-ypr6o idd7 o-MIPL-AN---A2 - ---

adohergdonory e.MOE Ths'emaeanlsioriiassed4
 
A dwas for lsro
 

prga une po'c 5l9-0O331.l ,,UnderI 'the program, 718~
 
by he emerec ~ the zbasis the&tmoay 

temporary classrooms were constructed., 

The daag, estimate formed th ,ai of de-'tuermining, how 
many prirnary,schdol's (1 ,st;6ry).~recpired recosrcin id the~toa tfi~,o'casom associated '.with arcn rcinc
V'eforbt.," -Combined, with. the MOE July'215 requet>to6 make~ltepry~ classrooms pemaitj t 1formedthsaitcl ai o what'"
 

" USAID should' try to' accomplish under the program bcmoet.1
 

2. Private School Damage Analysis 

'The University of New Mexico performed an analysis,

similar to the public school analysis, of damagesto private'

sect~or schools,' which totalled 00million. ,The. financial':
 
contractor 
used thi's 'analysis to interview 50%~ of the schools 

.o determine 'current needs. These results-~formed the basis of' 

" 

the credit allocation for this project subcomponent.. 
 'i' 

,~MOE 
',r' 

3. Documents 

On~July 25, the MOE, at USAlD request, presented a list''~>> 
of classr oms 'they: wishe'd upgraded from temrn r~oprannt 

' and a list bfnwcasroste i hed.to be, reconstructed. 
OE nd the ~projecb' design, team -used'-thislist as the' initial,
cutforth'e magni'tude of thissuibomponent aproject 2commibe
meeting~ on J'uly, 229 util'ized thisl~ list'o 'define, criteria- and.:


priori ties for, the pbl-'c s'ector( school'<component.,
 

4.UMDcuetand LoteryBid-
'Maua
 

The, Univers ity of New Mexico is perfor'ming,, A&E 'services >for the MOE,.and tbhe Mission.under Project~ 519-0295-Eud't~ 
" 

System~ Revi talizatio' AfterK numerous deas, et hi~roe 
began<to mov FAR:'Svstem to the private
~' usqingysmodii


Ths~ssbew, 

in bh miui al. bu6 .essenti:*ally l~etsKprequifie'd~ contractor
 
partiipate ).n'fixed., c reosruto ofscoos. Ti
7'procedufr'e as. MOE and'Corte'.d~e Cuenta support, is1 on-going, and
 
was the~ basis for the 


s cL~o knowas 'the lottery,Sysbem, iS described 

de g leraiei he 'project paper.~<~' 

S"In additionUNM esimted the costs, associated wit
7:pgrading and builignw n-~
u7 

Jinnwoiestry. emporary classrooms. 

V. These back~ground :documents were used 'in, the, costing' of ,t~h s

project subcomponent;.~
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F. Heal th
 

1. IPM Health Service Report
 

The HPA office ccmmissi.oned the consult-ing firm of 1PM
 
analyze The sLatus of private sector medical care facilities.
 
The conclusion drawn limited potenLial funding under the project

2 million. Thu financial contracLor reviewed The demand
 

esLimates and concluded L_,hat 
 The IPM analysis was reasonable, in 
that demand was between $2 - $4 million. 
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UNITED STATES OF AMERICA A I. D. MISSION 

TO EL SALVADOR 

CIO AMERICAN EMBASSY. 

SAN SALVADOR, EL SALVADOq, C A. 

ANNEX NO. 22 

CERTIFICAIION PURSUANT TO SECTION
 

611(e) of FAA 1961 
as AMENDED
 

Background
 

On October 10, 
1986 El SalvadoL :-Is struck by a major

earthquake which caused massive damage and destruction of
 
infrastructure, houses, 
public services, and private

enterprises. The devcstatlon of the earthquake

far-reachlng both in 

was 
terms of the injuries suffered and the


economic 
losses which occurred. The El 
Salvador Earthquake

Reconstruction Project, 
519-0'J33 is autPorized for 
$75 million
 
In AID financing. 

Major components of the project lclude Housing Credit,
Business/Social Services Credit and Public Sector 
3ervices
 
component for construction/upgrading of 
public schools, repair

municipal markets, highway reconstruction, procurement of

equipment and materials for ANDA 
(Water Authority), shrlter
 
relocation/resettlement and 
two PVO resettlement activities.
 

Certification
 

I, Henry Bassford, Principal Officer of 
the Agency for

International Development 
in El Salvador, having taken 
into
 account, among other things, 
the maintenance and utilization
 
of projects in El 
Salvador previously financed 
or assisted by
the United States, 
do hereby certify pursuant to Section
 
611(e) of 
the Foreign Assistance Act of 
1961, as amended, that

in my judgement El Salvador has both the 
financial capability
and the human resources capability to effectively implement,
'utilize and maintain the El Salvador Earthquake Reconstruction
 
Prolect, 519-0333.
 

This judgement is based upon 
the Project analysis as detailed
 
in El Salvador Reconstruction Project Paper and is 
subject to
 
the conditions imposed therein.
 

Henry Bassford
 
Director
 
USAID/El Salvador
 

Date
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DRFD 	 Tf: 1'RJ,:DUqA~h-N:r1MZ~T 
UNC LA S SAN SALVADOR~ VL&8Lb ~P:RVEITH; 6. A/DIlr' 

B IIICLEAR:: 	 ±.PRJ BO YD; 2.,I 

AIDAGDISTl: 
 AI D3 AMB DCm 

~F 0.123t6:y N/A
 
5UBJECT: COUGhESSIONAL NOTIFICATION FOR EL,!SALVAO
1ARTHQiJAKI RECONSTRUJCTION PROJE~CT ~NO. blY-03335 	 ;, 

1. 	T1HE FOLLOWING MAY BE USED 'TO INFORM CONGP.ESS 1AOUTiTH < 
~ 	 ' USES OF EARTIIQUAKE RECONSTRUCTION FUNL'S PROV I'VD ThROUGhi
 

FYV1U87?ESF,'SUPfLEM~tTAL APPROPPIATICNI. 'rE USES HAVE.
T12 

BEEN PRI;LIVINARILY DISCUSSI DhWITHl 
 GOES. OFFIC IALS BUT, hAVh

NOT YET BEE~N FINALIZED. THES FOLLOWING. PARAGRAPHS CONTAIN
jy ~THE PR(OPOSED) CN' TEkXT: 3 
COUNTRY: 
 E AVDR
 
PROJE~CT TITLE: 
 EL ALVHQAKEORE NTUTO

PROJECT NUtIIER: bATHUAEYEON0RO33 53FY 1987 CB7 RFFlENC.E: (LA0/CEN'-PLS. INSERT)
':APPROPIAIGNCATEGORY: 
 ECONOMIC; SUPPCRT FUNDS 31 

#<EOFPOJC 
 FUDIG 	 DOLS 7b,000,000 GRANT)
>INTENI~l) FY 19,87 OBLIG~ATION:, 	 ?b,000,000 (GRANT) i

Ei)STIMATE PACE: 	 F1 1990 

'THIS IS TO AD)VISE THAT A.I.D. INTENDlS TO OBLIGATE D1OLS 75

M~'~IL-LION IN FY 1 8 FOR ThE 6ARTHQUAk RE~CONSTRUCTION

PRO'JEOT'IN EL SALVAD~OR. 5 TEE .PURPOSE OF THE :PROJECT '.IS 	 'TO 5 '-'-" 


ASSIST I, SALVADJOR TO ItECON!STFUC'r ANI)2REHAJILITAT.EV"I
 
C -'OUSING, ALR VI INFRASIRUOTUE 'AND BSINES%SSAS V,,ELi AS,


RESriORi'w JJASIC SIRVICR.S TO' 1PRSOIJ'S,, -'PA1Li CULARLV .THOSE OF -.


~.LOWER INCUri.~, AY'.ECTE1YCB'5YTHE J1+OCO'VBER 1986 EART~hUUAkE.~j~"~

THE PROJECT- REP'ESkAThS TEE THIRDJ~ILiLAR OF, _USG, EARTHQUAKE. "5

'5''''-ASSISTANCE COMPOSEl) Of_ OLS 2.9 
 MILLION IJN EMIPGENCY'l -""""~
 

.55ONTRIeUTION, DOLS 50 MILLION, OF' SHORT_-TIRMa RISOO'hhy 
''51,-5

>ASSIST~ANCi, AND',TFIS 75IJOLS MILLION5FORh :RECONSTRUCTION> 

2.5 THE ACTIVITY~ DAT , SHEET IS AS FOLLOWJS.:W."r''~55IC 

TITLE:C '5S - CAEARTHQUAKE R{ECONSTRUCTION: 5'-'- < i . 

0 tPNO ED01 l0NFDL 

INITIAL 0 JtIUATIOIN: FY 198?7
 
EST IMAT I NIALGBIGTTION~ F Y,19L47,
 
EST IMATAifPAO1D: FY1990
 

PURPOSEh: TO. A'SbQST THE- GOVERN:T 'AND P5MIVAT.E SECTORl OF 



2

4,1' 

UNCASSFIE S 852
 

P~flSO 
2'PATCLEL'hS S UP LO;2. INCO 

MERO;-INAEA-WS'TUK BY.A~lt AJO ETE AK E SIT&~RONsB,.4h'I~ P IERULE TOTALgF 1)MGEA BEEES~T,ATD 22BY.:Thl -. OCS-T, DOLSe "A11LLIJA&E UT'OR PO:2 

M~SUI.~ 
 .4ON TH RIHTE SCMAGE, TOTALDAMAGETON TO~EE~&+~2' 

H-UE ULtSRVCS"ULIG INFRASTRUUTUR~, AND

2 PRIVATE' iNTERPRISES l.jNSUD. I THE 2MASSIXV.2P.ND COSTLI DAMAGE 

2 

WUPTH:ElJCCPOUNS,2EL SALVADOR'S.F
 ALREADY SjERIOSEOOj 2 2 
2 

PRO-LEM :coOMI NG AFT.EW2SEVEN2.YEARS 01'' CIVIL CONFLICT,tALDRHCOVERY:,HI41NLATIN'I~ND 4 ',

REDUCED INVESTMENT,,~
THE' cOUNTRY MUST:,MARSHALL4 .~ITS INTERNAL RESOURCES .CAREFEULLY 22~2 

2422A I MAK J DI~CI cUS US E~ OF 2,22

TEE EXT.ERNAL ASSISTANCE IT2 22 22 

/G2OiS REACTION TO TEE 2EARTHQUAUAh~2ANDzPOSITIVE HAS B3EEN IMMEDJIATEWITHIN HOURS AFTER, THE ISASTER:A CR~ISIS 
COMMISSION COIMPCSED (

OF' THE GOVRNMENTI PYRIVATE SECTOR, ANDARMl;D FORCES WAS FORMED 2BY THE24PRESIDENT TO4 COORDINATE22EMERGENCY, 
' 

ERLIEF NEEDbS. BY. EARLY NOVEMBER,,1TEGOES
TURNED,ITS ATTENTONhTO SHORT-ThRM~ RECOVERY 
2 ~)
2 

EFIORTS,2 27 

2ESPECIALLY: INIT IAL HOUSING AND VSERVICE "NEEDS, 2RUB~BLEJ2>XALEAN UP ANDREACTIVATION OF2 2SMALL BUSINESS. 2THIS WAS' ASSISTED . . . . . .BY THE GtRANT F DOLS250MILLIN .FROM 
/ 2THE RECOVERY). ,AITEE GOES NOW 2 FACES THE' TASK 

TEE 
222oFO 

2 0O' FI NDING2,22~'PRMANE~NT iP..ONSTRUCTION SOLUTIONS.* ~ 
2. 2 .2. 

- PROJEC'D.J~u1LPIN:ir1J CT'PROJF PROVIDESSFI NANG ING FOR: .1r:1) >Sa.LTER 2WbCCNSTRUCTION YOR RELOCATION NhhDS OF 
J 1 4 

422 
222LOvINCOME ,GROUPS'I2 NSANZ2ALVAJJOR2S 2tMiTROPOLITipN ARE~A;'RCNSTTCIONRHtIIIA (2)2/2

IONOF:PIATE7SECTOR BUSINESSES
$AND74
2222 

4 
SERVI CES;"' (3) RE'?AIPINY AND 2REPLIACING .KEY. PUBLIC 

2 

2224.
27 SETORSERVICS;.-ANl)D(S 2'~~222 2"2.442JTEOHN I CAL:~, 4 .2I:Al)M I 4I SIIRAT IVE 22.ASSISTANCh# SPECUIF2IC2ACTIVITII~S INCIUDEI1CREDIT, FOR -REPAIR 44 AND,REOS uCINOF 6 000LOW 22 '22 2,22
 

'223.'t 
b4 JNCOME~ iOUSING( UtNI'S 4,~>~222);~ 

'4
2ENMEkNT 1i"ELLiRS.Ai122tdlJ2000 F~AMILIES'4 REQUIRIiG 2 2]~222'<2.7 
2 2 2~~RAO CATIO0 2> RIVAI<V1 ECTOR222U42 D S 

24']>,,> '.2., 24FO 

A22222~2222 ~ ~UNCLASSIFIED2'2 "2'~ ~~ ~ ~ ''2. ~ 222'2"22~ ~ 2272 2~4 4242'tl4472'27~ ~7~7 ' ~ ~ ~ 1'42'22222 8, :t2.22,+205 22'2j2.. 

http:2MASSIXV.2P.ND


1,200 LOANS.,FOR; THE REhABILITATION ANDJ REPAIR-OF HEALTH 
CARY AILITIES- SCkiuLS, 'AND1)USINESSES.IRFFECTEI. BY1 THIE
 

A'lSO F4INANCE~THE<
EARTHQU.Akl.JA&T1' PROPCSFD>YROJECTL _WI lL 
___________STRUCTURES;_THE 

A DEMOLITION ANIJ'EEOA OF 

TECHICA ASISTAN CE FOISU' PROJIc'T DEVELOPMENT~r, 
<SOVERS'IW±T +ROCUREMENT 'AND) 1INANCIAL, CONTROL. 

.D. 'COUNTRY STRATEGY: CTHERELATIONSHIP cF PROJECT, TO A I 

2PROJECT ISDSGE 
 OPRVD.CIIK SUPPORT IN ThOSE 

SECTORS TFAT AFI,&EY To MITIGATING ThiE4ADVERSE SOCIAL' ANI) 

.~'">ECONOMIC DISASTE~R, ,ANI>THE~REBY ALLOW FOR AIKPAP V.OF CTHE 

MORE RAPI1 ACHIEVEMENT COF ECONOMISC STAbILITY AND GROWTH.
 

WILL ALSO FORTIFY DEVELOPMENT AND USAGE OF MORE 
STRINGENT EUILDING CCDEJS 'AND SEISMIC INFORMATION 2WhICH3
 
WILL SERVE TO MITIGATE FUTURE NLEGATI VE ECONOMIC IMPACTS
 
RELAT.ED TO EARThQUAKE DAMAGEkS.,
 

-IT 

BENEFICIARIE.S: THE PRINCIPAL BF.NEFICIARIES ARE LOWER 
INCOM-F INLIVIEUALS. UNDER Th.t HOUSING COMPONEkNT9 HOME~~JC
 

OWNERS *ILL B3E PROVIDED MECHANISMS TO REPAIR OR REBUILD
 
THEIR HOUSA~S. CREDIT WILL ENABLE FORME~R RENTERS TO
 
PURCHASE OR REBDILD DWELLIINGS, AND HOMELF.SS FAMILIES WILL
 

BE ABLE TO RELOCATE. CREDIT WILL BE CHANNELLED TO
 
LIMITED ACCESSU TOV CREDIT~.L
HAVEY ONLYMBUSJINESSESJ.~.I~ flLVIh BADJ 

,THUS', TF PROJECT v!ILL EXPAND THE AVAILABILITY OY SHELTEhR, 
TOPROVID-E INCOME, AND RESTORE BASIC PUELIC SERCICES 

C C*THOUSANDS 0O' LOWER-INCOME SALVADORANS IN THE ASSr.AO 

AA-HOST COUNTRY AND OTHER DONORS: USAIIY HAS CONSULTED wITH 

TRE MAJOR INTERNATIONAL FINANCIAL INSTITUTIONS, SUCHAS 

ACI.BRD AND INIERAMERICAN DEVELOPMENT BAN.K (IDB)o WRICfl 
'~THE 

CCARE~COMMITT11D TC RECONISTRUCTION ASSISTANCE. TE.~NTATIVE 
CCAGREEMFNT AS EEN-.RFACHED ?Y ThE GOES wITH THE IBRD FOR A 


DOLS 102.4, MILLION PROGRAM INVOLVING PROGRAMS AIMED AT ~
 
SIMILAR TARGET GROUPS. THE~ID1i FAS PROPOSED A DOS 18.1 

MILLION LOAN FOR. INFRASTRUCTURAL REPAIRS AND A DOLS 7.1C 

-


MILLION GRAV~T FOR THE SHELTER SECTOR.C MAJOR 131LATER'IAL
 
C-CASSISTANCY IS PEOPOSED BY ThE ITALIAN GOVERNMEJNT,. DOLS looI-

MILO)ADWq GERMAN ANi) FP.ENCHi ASSISTANCE:MAY REACH C C 

C C C C5 CC' AC-C-AI
3bY THEj1 MISSIONk MAIT NG!T AC~CMILLION. IS (
DOLS~CCC 


-CC CCCCCOORDINATION ROLE WITH THE MAJOR DONORS TO4 cINIMIZE 

' DUPlICATION OF WOR 'EFFORTS . CC, CCCC'

C~i
-' OU P T : 

- ~--CREDIT LINEC]FOR REPAIR/RECONSTRUCT1ON OF OWNER OCCUPIFD-'.C*CCACCCCCC
 
S- UN ITS"~~ C(69C, LOANS ).CC ~CCCCC7CC:;CC4~-


CCCC C'CCENTA-RL ; OR <PAlR/ECONSTRUCTION5 LOW- -I 

C CCCC~ALLNO. )'C 'UNS~~~~0~~IO 


CSgPRIV'ATEC ED LPT 1 A LT, iACI CRET. 6LAS 

L 

CLASS ROOM R7PIHC UPGiHADt CONSTR'UCTION (8 eb UPGRADES,'0
 

I CRO/CALr~lJ' EDItC (SOVLOANS ). 

600RPAIRS)~
 
- D~MO~-TI O,0F HAZ'ARDOUS"-STRUCTJURE-SC 

ASSICST ANB ES7TAI ISPI NGi IPLfAN COORDINATING . '
-TCHCNICOA 


UN LAI(SS IFIE S 68 

http:HOMELF.SS
http:RELAT.ED


UNCIASSIFIED 
 S S 8& 5
 

- UNIT, A/1 SERVICES, URBIAN DESIGN 
- AUTBORIUIIS, AND AUDIT SERVICES. 
- A.I.D. FINANCED INVUTS: 

ROUSIG CIiDIT: DOLS 

HEA1TF CHILIT: DOLS 
EDUCATION CEkLIT: DOLS 
BUSINE:SS CBIDIT: DOtS 

SCHOOl TMPPUVjr NTS: DOLS 

PUBLIC SERVICES: DOLS 

DEMOLITION: 
 DOLS 
TA, EVALUATION: DOLS 
- TOTAL 

CORR

FT
 
#8805
 

UNCLASSIFIED 


23 - 4 
ASSISTANCE TO HOUSIN 

34.0 MILLION 
5.0 MILLICN
 
t.0 MILLION
 
4.0 MILLION
 
8.0 MILLION
 
7.0 MILLION
 
6.u MILLICN
 
9.0 MILLION
 

75.0 MILLION 

S S 8805
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Listed below are statutory criteria
 
applicable to projects. This section
 
is divided into two parts. Part A.
 
includes criteria applicable to all
 
projects. Part B. applies to projects
 
funded from specific sources only:
 
B.1. applies to all projects funded
 
with Development Assistance loans, and
 
B.3. applies to projects funded from
 
ESF.
 

CROSS REFERENCES: 	IS COUNTRY CHECKLIST
 
UP TO DATE? HAS
 
STANDARD ITEM
 
CHECKLIST BEEN
 
REVIEWED FOR THIS
 
PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT
 

1. 	FY 1985 Continuing Resolution
 
S(c. 525; FAA Sec. 634A.
 

Describe how authorizing and
 
appropriations committees of (8
 
Senate and House have been or
 
will be notified concerning
 
the 	project.
 

2. 	FAA Sec. 611(a)(1). Prior to 
obligation in excess of 
$500,000, will there be (a) 
engineering, financial or Yer: 
other plans necessary to
 
carry out the assistance and
 
(b) a reasonably firm estimte
 
of the cost to the U.S. of Yes
 

3. 	FAA Sec. 611(a)(2). If
 
further legisla-e action is Grants require
 

required within recipient Assunbly's simple
 
majority
country, what is basis for 


that ratification,
reasonable expectation 

such action will be completed 	usually accoplished
 

in 30 days
in time to permit orderly 

accomplishment of purpose of
 
the assistance?
 



ContiTLinq Peso .Ijltion
if £~toL Water or 

Sec. 

water-relatu.2d Iand resource 
constrectionj, 
the principle't,
and prcjcedueo.3 

y);project met 
standards, 

established N/A 
pursuant to the Water
Resources Planh-ing Act 
U.S.C. 1962, et seq.)?
AID Handbook 3 for new 

(42 
(See 

guidelines.) 

5. FAA Sec. 611(o). If project 
is capital ass.stance (e.g.,
construction), and all U.S. 
assistaec, for it will exceed 

YES 

$1l million, ho!- Mission 
Dir ect or certified and 
Regional As, ;i:;ant 
Administrator taken into 
considorat lon th,- country's 
capabhlits' c'1fLectively to 
1,ain La in aLa. the
project/? 

6. FAA Sec. 2W]9. I. project
susceptible to execution as 
part o: reqioal or No 
multil ateral project?
why i- project not so 

If so, 

executed? Information and 
conclusion ,,bothter r assistance 
will ('ncoJrac A r'Jgional
devebopmen t programs. 

7. FAA Sec. 601 (a). Information 
arid coiic lusions wh]ether
projects will encourage
efforts of the country to: 

N/A 

(a) increase the flow of 
international trade; (b) 
foster private initiative and 
competition; and (c) 
encourage development and useof cooperatives, and credit 
unions, and savings and loan 
associations; (d) discourage 
monopolistic practices; (e)
improve technical efficiency 
of industry, agriculture and 
commerce; and (f) strengthen 
free labor unions. 



8. FAA Sec. 601(b). Information 
and conclusions on how 
project will encourage U.S. 
private trade and investment 
abroad and encourage private 
U.S. participation in foreign 

assistance programs 
(including use of private
 
trade channels and the 
services of U.S. private
 
enterprise).
 

9. FAA Sec. 612(b), 636(h); FY
 
1TU5 Continuinj Resolution 

Sec. 507. Describe steps
 

taken to assure that, to the 
maximum extent possible, the
 

country is contributing local
 
currencies to meet the cost
 

of contractual and other
 
services, and foreign
 

currencies owned by the U.S.
 
are utilized in lieu of 
dollars.
 

10. FAA Sec. 612(d). Does the 


U.S. own excess foreign
 
currency of the country and,
 

if so, what arrangements have
 

been made for its release?
 

11. FAA Sec. 601(e). Will the
 

project utilize competitive 


selection procedures for the
 
awarding of contracts, except
 
where applicable procurement
 

rules allow otherwise?
 

12. FY 1985 Continuing Resolution 

Sec. 522. If assistance is
 

for the production of any
 
commodity for export, is the
 

commodity likely to be in
 
surplus on world markets at 
the time the resulting
 

productive capacity becomes
 
operative, and is such
 
assistance likely to cause
 

substantial injury to U.S.
 
producers of the same,
 

similar or competing
 
commodity?
 

A&E construction
 
services will be
 

solicited
 

N/A
 

N/A
 

Y 

N/A
 



13. 	FAA 118(c) and (d). Does the Yes
 
project comply with the
 
environomental Procedures set 
forth in AID Regulation 16. 
Does the project or rogram N/A 
take into co :id ' ra: ion the
 
prob( f of the dostruction of
 
tropical forests?
 

14. 	FAA 121(d). If a Sahel
 
proect, has a determination N/A 
been made that the host 
government has an adequate 
sysem for accounting for and 
controlling receipt and 
expenditure of project funds
 
(dollars or local currency
 
generated therefrom)? 

15. 	FY 1985 Contilluing Resolution 
Sec. 36. ]Is disbursement of No 
the assistance conditioned 
solely on the basis of the 
policies of any multilateral
 
insti tution?
 

16. 	ISDCA of 1985 Sec. 310. For
 
development assistance
 
projects, ho; much of the
 
funds will be available only
 
for act ivities of Procurement actions
 
economically and socially will use minority
 
disadvantaged enterprises, firmis
 
historically black colleges
 
and universities, and private
 
and voluntary organizations
 
whici are controlled by
 
individuals who are black
 
Americans, Hispanic
 
Americans, or Native
 
Americans, or who are
 
economically or socially
 
disadvantaged (including
 

women)?
 



B. FUNDING CRITERIA FOR PROJECT
 

1. 	 Development Assistance
 

Project Criteria
 

a. 	FAA Sec. 102(a), i11r. 
113, 281(a). Extent to Project will 

h 	 will benefit poor urbanwhich ct -ity (a) 

effectively involve the population by 

poor in development, by extending credit 
and promotingextending access to 
construction
economy at local level, 

increasing
 
labor-intensive
 
production and the use of
 
appropriate technology,
 
spreading investment out
 

from cities to small
 
towns and rural areas,
 
and insuring wide
 
participation of the poor
 

in the benefits of
 
development on a 
sustained basis, using 
the appropriate U.S. 
institutions; (b) help N/A 
develop cooperatives, 
especially by technical
 

to assist
assistance, 

rural and urban poor to
 

help themselves toward
 
better life, and
 
otherwise encourage
 
democratic private and
 

local governmental
 
(c) 	support
institutions; 


the self-help efforts of
 
(d)
developing countries; 


promote the participation
 
women in the national
of 


economies of developing
 
countries and the
 
improvement of women's 
status, (e) utilize and
 

encourage regional
 
cooperation by developing
 

countries?
 



b. F;.A Sec. 103, 103A, 104, 
105, 106. Does the Yes 
project fit the criteria 
for the type of funds 
(functional account) 
being usecd? 

C. FAA Sec. 107. Is 
emphasis on use of 
appropriate technology 

(relatively smaller, N/A 
cost-saving, labor-using 

technologies that are 
generally most 
appropriate for the small 
farms, small businesses, 
and s-nall incones of the 
poor)? 

d. FAA Sec, 110(a). Will N/A 
the recipient country 
provide (t Ieast 25% of 
the costs of. the program, 
project, or activity with 
respect to whch the 
assistance is to be 
furnished (or is the 
latter cost-sharing 
requirement being waived 
for a "relatively least 
develcped country)? 

e. FAA Sec. 122(b). Does 
the activity give 
reasonable promise of Yes 
contributing to the 
development of economic 
resources, or to the 
increase of productive 
capacities and 
self-sustaining economic 
growth? 



f. FAA Sec. 128(b). If the 
activity attempts to in
crease the institutional N/A 
capabilities of private 
organizations or the 
government of the 
country, or if it 
attempts to stimulate 

scientific and 
technological research, 

has it been designed and 
will it be monitored to 
ensure that the ultimate 
beneficiaries are the 
poor majority? 

g. FAA Sec. 281(b). 

Describe extent to which 
program recognizes the 
particular needs, 
desires, and capacities Project is a response 

of the people of the to earthquake damage 
country; utilizes the 
country's intellectual 
resources to encourage 
institutional 
development; and supports 

civil education and 
training in skills 
required for effective 
participation in 
governmental processos 
essential to 
self-government. 



2. Development Assistance Project 
Criteria (Loans Only) 

a. FAA Sec. 122(b). 
Information an conclusion on 
capacity of the country to 

repay the loan, at a 
reasonable rate of interest. 

N/A 

b. FAA Sec. 620(d). If 

assistance is for any 

productive enterprise which 
will compete with U.S. 
enterprises, is there an 
agreement by the recipient N/A 

country to prevent export to 
the U.S. of more than 20% of 
the enterprise's annual 
production during tje life 
of the loan? 

3. Economic Su:iJort
Criteria 

Fund Project 

Yes 
a. FAA Sec. 531(a). Will this 

assistance promote economic 
and political stability? To 
the maximum extent feasible, 
is this assistance 
consistent with the policy 
directions, purposes, and 

programs of part I of the 
FAA? 

b. FAA Sec. 531(c). Will 
assistance under this 

No 

chapter be used for 
military, or paramilitary 
activities? 

c. ISDCA of 1985 Sec. 207. 
Will ESF funds be used to 
finance the construction of, 
or the operation or 
maintenance of, or the 

No 

supplying of fuel for, a 
nuclear facility? If so, 
has the President certified 



that 	such country is a
 
party to the Treaty on the
 
Non-Proliferation of Nuclear
 
Weapons or the Treaty
 
for the Prohibition of
 
Nuclear Weapons in Latin
 
America (the "Treaty of
 
Tlatelolco"), cooperates
 
fully with the IAEA, and
 
pursues nonproliferation
 
policies consistent with
 
those of the United States?
 

d. 	 FAA Sec. 609. If
 
commodities are to be N/A
 
granted so that sale
 
proceeds will accrue to the
 
recipient country, have
 
Special Account
 
(counterpart) arrangements
 
been made?
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Listed below are the statutory items
 
which normally will he covered 
routinely anin those provisions of
assistance agreement dealing with its

implementation, 
or covered in the 
agreement by imposing limits on 
certain uses of funds. 

These items 
general 

are a
headings 

rra
of 

ngod 
(A) 

under the 
Procurement, 

(B) Construction, and (C) Other 
P estrictions, 

A. Procurement 

1. 	 FAA Sec. 602. Are there
arrangemerit: S t.o permit U.S.small businos:; to 
participate equitably in the
furnishing of commodities 
and services financed? 

2. 	 FAA Sec. 604(a). Will all 
procurement be thefrom U.S.
except as otherwise 
determiI, d by the President 
or under delegation from 
h i I-? ? 

3. 	 FAA Sec. T04(d) theIf 
cooperatingj country
discriminates against marine 
i. surance companies 
authorized to do business in
 
the U.S., will commodities
 
be insured in the United 
States against marine risk 
with such a company? 

4. 	 FAA Sec. 604(e); ISDCA of

T980 Sec. 7(5(a). If 
oftshore procurement of
 
agricultural commodity or 

product is beto financed,
is there provision against

such 	 procurement when the 
domestic price of such
 
commodity is less than
 
parity? (Exception where 
commodity financed could not
 
reasonably be procured in
 
U.S.)
 

Yes 

i US 

N/A
 



5. FAA Sec. 604(g). Wil).
construction or engineering 
services be procured from 
firms of countries which 
receive direct economic No 
assistance under the FAA and 
which are otherwise eligible
under Code 941, but which 
have attained a competitive 
capability in international 
markets in one of these 
areas? Do these countries 
permit United States firms Yes 
to compete for construction 
or engineering services 
financed from assistance 
programs of these countries? 

6. FAA Sec. 603. Is the 
shipping excluded from 
compliance with requirement 
in section 901(b) of the 
Merchant Marine Act of 1936, No 
as amended, that at least 50 
per centum of the gross 
tonnage of commodities 
(computed separately for dry 
bulk carriers, dry cargo 
liners, and tankers) 
financed shall be 
transported on privately 
owned U.S. flag commercial 
vessels to the extent such 
vessels are available at 
fair and reasonable rates? 

7. FAA Sec. 621. If technical 
assistance is financed, will 
such assistance be furnished 

N/A 

by private enterprise on a 
contract basis to the 
fullest extent practicable? 
If the facilities of other 
Federal agencies will be 
utilized, are they
particularly suitable, not 
competitive with private 
enterprise, and made 
available without undue 
interference with domestic 
programs? 



8. 	 International Air 
Transportation Fair
 
Compett-1ve Practi-ces Act, 
1974. If air transportation
 
of persons or property is 
fin.ncd on grant basis, 

will U.S. carriers be used N/A 
to the extent such service
 
is avai lable?.
 

9. 	 FY '!965 Continuing
 
Rsolution Sec. 504. If the
 

u.i. 	 C;ov-rnmenz is a party 
to a contract for 
procurenmnt, does the Yes 
contract contain a provision 

author-izing .trinination of 

such( contract or the
 

convenimonce ofi the United
 
St a t es?
 

B. Constructiorn 

1. 	 FA, ,{c'. L0i(d) . If capital 
-C.g. scnt rUi on ) Open competition 
project, 	 wi]. U.S.
 

,
engineerin .. 6ndprofessional
serV jet: he,: used? 

c. If 
contracts for construction Yes 
are tore financed, will 
they 1) ile on a competitive 
basis to maximum extent 

practicable? 

2. 	 FAA '. c(c) C . 

3. 	 FAA Sec. 620(k). If for
 
construction of productive 

enterprise, will aggregate 
value of assistance to be N/A 
furnished by the U.S. not 
exceed $100 million (except 

for productive enterprises 
it. Egypt that were described 
in the CP)?
 



C. Other Restrictions 

1. FAA Sec. 122(b). If 
development loan, is 
interest rate at least 2% 

N/A 

per annum during grace 
period and at least 3% per 
annum thereafter? 

2. FAA Sec. 301(d). If fund is 
established solely by U.S. 
contributions and 
administered by an 
international organization, N/A 

does Comptroller General 
have audit rights? 

3. FAA Sec. 620(h). Do 
arrangements exist to insure 
that United States foreign Yes 

aid is not used in a manner 
which, contrary to the best 
interests of the United 
States, promotes or assists 
the foreiqn aid projects or 

activities of the 
Communist-bloc countries? 

4. Will arrangements preclude 
use of financing: 

a. FAA Sec. 104(f); FY 1985 
Continuing Resolution 
Sec. 527. (1) To pay 
for performance of N/A 
abortions as a method of 
family planning or to 
motivate or coerce 
persons to practice 
abortions; (2) to pay 
for performance of 

involuntary 
sterilization as method 

of family planning, or 
to coerce or provide 
financial incentive to 

any perscn to undergo 



St rz iit' on -0 
pay fo nAO'dcl 

t 

or-pafno nairbiyi~dc1~ 

'7 
steriliz4'tions as7 a 
means of family 
plan~ning. (4 to lobby 
for abortion? 

. 

b. FA.A Sec. 488.. To 
reimburse persons,. in 
the form of cash 
payments, whose illicit 
drug crops are 

-~eradicated? 

N/A 

c.o FAA Sec. 620(g). To 
compensate owners for 
expropriated
nationalized property?' 

N/A 

d. FAA Sec. -660. To 
provide training or~ 
advice or provide any
financial 8upport for o 

-police, prisons, or 
other law enforcement -* 

force's, except for 
narcotics prograns? 

N/A 

e,, FAA Sec. 662. 
activi.ties?' 

For CIA4 
N/A 

K ~~+ -

f. FAA Sec. 636(ik For 
purchase, sale, 
long-term lease, 
exchange o r, guaranty of 
the sale of motor 
vehicles manufactured~ 
outside U.S'., un-ess a-, 

V 

K-

NA 

, 

,~44 

,-"' 

}~ 

waiver is obtained? ~-



, , g 	 FY: 19,8 5"Cnin
 
Resolution,"Sec..30;3.
 

'~To, pay 'pensionq,
 
}'annulit ies, 'retiremne.nt 1/
 
11)pay,,or adjusted service , 


compensatio fo 	
, 

------ m i ~-l6t yL-p e r s onn I?	 
_ _ _ _ 

h. F~Y 	1985 Cont,-inuii~g
Resolution, Sec.,505. N/A
 
To pay.U.N. assessments,
 
arrearages or dues?
 

i. 	FY 1985 Continuing
 
Resolution, Sec. 506.
 
To carry out provisions.
 

'. 	 .of FAA~section 209(d) N/A 
(Transfer of FAA funds 
to multilateral 
organizations for 

* 	 lending)?
 

ResolutIon, Sec. 510.
 
'ToTo 1985portfinance of N/A 

n9uclear equipment, fuel,
 
~or technology or to
 
train foreign nationals
 
in nuclear fields?
 

k. FY 1985. Continuing 
Resolution, Sec. 511. 
Will assistance be, N 
provided for the purpose 
of aiding the effor~s of 
 .... 

the 	government of suchN/
.countryIto repress the 
 NA
 
legitimate rights of the 
population of such 
country contrary to the 
Universal Declaration of 
Human Rights? 

1. 'FY 	1985 Continuing
 
Reoution,, ec. 516.N/
 

To be used, for publicity
 
or propaganda purposes

within U.S. not 



authorized by Congress? 

......................
 
~~"AAAM 
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