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INTRODUCTION

Productive cctivitivs in 21 Ssivador hove deviloped considernbly,
betwoen the erd of the Sveond JWorld Wor ond the pruscnt tine, nnd the
country's cconomy has passed throuth ~n intensc perled of vrosverity,

“Various factors ”gvg coabirod to deternine thuse tronds, bubt the mest

import-:t hos bron the iacr.ase in coifie prices on the world warlket, which

took plocce ~t ~ tine whon the two nost 2turd-at harvests in the whole
history of E1 Sclvader 2s o COffﬁcV;rﬁdquT hﬁd boun £oihorede. )
The incrcase in the rroductio: of zoodce nd survicos does not
necessarily inply cccuomic developront in the suame of ineroascs in
rroductivity. To achi.ve Lhese 1t Is nlcursory to lacreasc the capit-l
investaent Dur urson gﬂi;fully vaslorwd, or to lurrove the mwthods, or

2 orgnnisaticn of rrodection. Tl tho cose of E1 Srlviader, how over,

o+
=

the cyelical upewing .ins aprarently colncided with cconromic ch¢10pmcnt
in the s.nse i which tiis is wdorstood in the rrosunt survey. The
volums of luports of c-dt-1 _oods during tho 1946-49 ocriod was threc
tmiua crestor tlon thst for the 1936-39 -sriod. This is -rincipally
reflected in dnerenscs in wroduetivity through the usc of buttur
cquimaent in cort-in units of the swpr isdustiry snd in the cctton nd
susasc cropse In addition, the country tos n in 1950 to inst-l its
firet comunt factory -uad to knild o hydro-.lectric ;laﬂt with o
copicity £or 75,000 kilowatis. _

Th: indicus nulysod L tie course of this roort show tht the

volume of toi~l asricultur l prodiction rose by 45 wr cent -nd th-t

-

1/

of indnstri~l —wrodvetior iner.ons.d by 34 o coatb bobtweon 1945 mnd 1949 —

I . s Cs . . . ;
Apgricultur-~l uxe-rsicn ool 2l-co wriscisnily in the ficld of cxportable

-«

1/ dnon those subst ntinl incr.o-scs cro Sudced b aust bo borne in mind

thot 1945 was » low —roduction o'y oa ~ccount of dronght. This dous
not. nawever affoect tac velidity of tic conclusions to be drown {rom

«

the fiurcs USxi i the wnlrcls.
/products. 50 Lhd
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products; so that the quantum of El Snlvador's « xports ~1so 1ncryaSed

‘by mory th~n 39 nur cent boetween the extremcs of the puriod und»r Toviews
Tae 1nte of.1ncrpasc of vxport nrices nas been grester then thxt of pricus
of importud articles, rnd the turag, of urﬂdy. which had favourcd the ‘

1

ountry without intcerruption since 19&2 “continucd to improve from: 1945 until

[¢]

the nresent time, reaching levels wiich -re highly benceficial to the cconomy
of E1 Salvador. The fact thot the highost prices for coffee were rcglsturcd
2t ~"time when the rricces of imported monufactured goods expericnced a
slizit rcecussion wos an ~added advastages ,

Quonbum oxvorted ~1sé incrensced ~t the sane tine as coffec prices
and those of o%uur rroducts m.d the country!s c-~zicity to inport between
1945 ~nd 19L9 1,28 doubled. v

Invorts h~ve trodition~1ly followed the movaiaents of oxports. The
volune of the formir have thus risdén substoutially from‘19h5 up to
the presont time;  neverticless, duc to difficuvltics in the supely of

monufactured —roducts during tiie war and the years irmedintely follewing

it, the growth of imnsorts wns dulejed.

Tie co.bination of Factors swntiowed coused the current accohnt of
the brlnce of nyments to show 2 curplus during ~11 the ye~rs of the
neriod uldur review wnd tac COHntrf 173 . succevded in continving to
accumulate henvy resorves of foicizn vxchon, e | _

In svite of th. vXprusive forces which have developed, she growth
of 1ufl-ticn s.uems to have been more meder~te than in mony othor Latin
Arierican countrics, “nd incr.nscs in vricous, wages ~nd curreney have
boen relotlively smnll. Thie inercnse i the volume of production for
doncstlic coasuwiption hs influcnccd this trend ~rd the cbuadonce of
foreign exclanige Lins cn~bled the ceconomy to function opunly, with the
resvlt thnt Laported croducts have rot Leun sold nt scnreity pricus.
The Govermment hins not ~roctised douficit spoending ~nd bonk credit h-s
exprnded slowly, in spitc of the considur~ble increase in reservess On
.ihu other hrnd, ~1thovgh widoubtodl;s Lhore hins boeen o slight incrense
in the vulocity of circulation of b-n't depocits in rol-tion to the

minimum observed in 164445, it would apru~r th-t thcere is still a
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greater preforence for liquidity vnong the hizh income groups than
during the pre-war p»rmod.l/ The growth of brnk depesits hos thus
not nceessarily come to represont o proportionate incrense 1n demnnd.

This ~n~lysis indic~tes thot the country has in tho 1nst fow
vears boon free from the problem of dollar short~ge which has so
seriously affected tho cconomies: of “the majority of Latih.Amcrican
countrics and that at the beginning of 1951 the monetary_andycredit
positior of El Salvdﬁor'is‘on a solid basis. Zverything points to an .
increase in real ircome; the high prices of coffee have undoubtedly ’
éantributed'to this dinsofor as they have signified 2n improvement in
the terms of: trade.

The inténgity of development during recent years gives the
impression of a now and vigorous ccénomy. in full process of .
development. Nevertheless. the country hos to faze scrious limitations
to its future dcveJogaLnt. Natural resourcds are Pew and the
populstion, whxch is ﬂlruady high, is incrensiug rapldly. The )
agricultur~l lands, which hove been the cowntry's main source of .
wealth, are ilrendy under full cultivation, Agricultufe;tﬁcrafora,
faces sorioué probluns of loss of fertiiiby ond soil erosion,
aggrevated by the stripping of forests nd the continuous cultivation
" with crimitive methods, Ncw‘areas for the production of coffee nre
particularly limitod. o

Considerable lahour is required in the cultivation of, coffee in
El Salvador, where conditions are not favourable to mechanization. The
fact th~t coffce, which is the most import.nt source of fbroign exchanée
(and indirectly the.orincioal means of increasing the stock of available,
cazital) is desendent-on a large smount of low vroductive labour is a
serious obstacle to the process of economic developments-

. The low oroductivity obtaining in the hajority of economic -

activities is the result of a low level of 1nconc. Conscquently savings

}/ Data published w7 the Revista del Benico Centr:l de Reserva indicates
~that the velocity of circulation of bank deposits which was
approximately 0.050 during the 1939-40 neriod, GTOﬂDnd to 0. 0h2 in
19445 and hes risen to 0,059 ia 19&9-50.

/and capital
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end capital form~tion are lso small, though due to the Tact that the
distribution of incone in E1 Salvador is highly concéntrated savings

are much hirsher than the > figure of average income ‘would otherwlse suggest.
It is therefore, possible thot the lack of attractive opportunitics for
investment has at tines proved a grecter obstacle to progress than the

éhortage of savings. .
The country urgently needs to raise the rate of investment to

the moximum possible and to incrcase its stock of fixed capital in all
scctors of the economy. The shortage of new cgricultural lands and the ”
shorta ¢ of fuels with 2 hiéh calorific content point té the nced for
investaont in projects of lond rehabilitainn by mcans of irrigation,
drainage. or soil;conscrvationﬁnethods, and in the construction of
suit~lle liydro-electric plnntsml/ Moreover, tlic skill of the labour force'
must be raiscd through mechonisation of agrlculdur 1 ond irdustriel
processes. The inercasing oreference for the investuent of domestice

apit-l in real estate, stocks of ln.ortcd goods and, in recent years,
in assets abroad, ropresonts on additional problewm at a tiae when the
country's savings in the currcent ~ccount of thic Balinee of Payments
have buen aore substontials

In spite of the liuiintions to tiue frture cconomy of El Salvador,

there is no doubt tint the couwitrir is now freed with very tangible
opportuniticvs for dovclOpmunt The substntinl improvement in the
torms of trade ~nd the cnrned to imrort, uind tha pros-ects that the
hiszh coffee prices on the world aarket will continue should “nerease the
rate ol dnmﬂﬂtlc caoital formation. The prefercnce for import of cnpl
goods the increase an the nercuitase of Stote expenditure for urposes of
cnritel formation nnd the establisimont of measurcs to orevent domestic
private capital from leaving the country can 21l be very beneficial
to the economy of El Salvadors With the nccessary means to inercase the
scope of economic activitics nd an agriculture b~sed on principles of
conservation and selection of highly productive industrial crops the
natural resources of the country could no doubt provide hirher standards

of living for the ponulation.

;/ Apparently tronsport is not o hindrance to devclomment at prescnt.
The vresent rate of investment in tiis sector appears to be
insufficiont with perhaps a greater emphasis being placed on the
construction of tributary roads.
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GUAPTER I, AGRICULTURE

Introduction ’

Agriculture is ths predominant factor irn the economy of El Salvader.
In 1946 it represented, at current ?rioes, 4o per cernt of the Gross
National Product. Coffee contributed 12 per cent »f the National
Product, and the remzining agricultural activities, among which the
most important are the cuitivation of wmalze, sugar care, beans, sorghur,
rice, henneouen and cotton, and the proauction of meat and millk,
represernted 34 per oeut.;/ This dimportarnce of agriculture is probably
greater at the présent time, owing bto the rapid increuse of agriculture
and in particular, the relatively greater increase in coffee urices in
relation to .rices of products and services in cther birariches of non-
agricultural productionug/

The development of sgriculture is conditioned by a high population
density. The arable land, which is almost fully utilised, is subject to
gerious probloms of loss of fertility and soil erosion, apart firom that
of over-cultivatio.., .

According to official figures, there were a2lmost 100 inhabitants
per square kilometre in 1l 3alvador in 1949.3/ Nearly two thirds of the
population live in the country, and if those persons resident in
communities of less than 2,500 inhabjténts were included, the rural

population would amount to alimost 75 per cent of the total.

1/ Figures estimated by the stzaff of the banco Central de Reserva de
] Salvador and the Federal Eessrve cank of New York,

g/ Dstimates made by ECLA indicate that in 1949 apriculture accounted
fer 49 per cent of the Gross National Froduct in El Salvador,

3/ Direccidn General de Estadfstica and Depertamento de Geograffz y
Cartograffa of the iinisterio de Fomento, :

/ There are no
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. There are no entirely relisble firures zvallnhld regarding the use of
the land. Neverthcless, it is interesting to note thot the maximm
cultivable arsa hos been estimcted at approximately one million hectares;
this would represcﬁt slighily less than half of the territory of the
depublic, ioreoﬁer, it is estimated that an additional 900,000 hectares
could be economically exploited to varying dégrees of intensity in the
form of pastures or woqdlandsfa .3ince there were 517,000 hectares
under cultivation and almost 300,000 hectares lying fallow in 19&9,.
it can be seen that in that year meore than 80 per cent of the usalle
lrnd hed already been opencd up for agriculture. The following
factors must also be taken into consideration: the poor quality of the soil
in some sectors of the country; the broken nature of lérge greas of the
country, with the consequent danger of erosion; the primitive methods of
cultivation generally used; and the unhealthy conditions and difficulties
of draining a large part cf the amll agriculitural arca as yet untouched.
Practically séeaking; the whole useful surface of the non-agricultural
territory is being utilised more or less intensively for cétﬁle raising
and the felling of trees for tinber, fucl and mangrove éﬁd the extraction
of balsem and turpentine, TIn vicw of the foregoing, the serious
Salvadorcan problem of the pressure uf the population cn the land and the
narrow margin for the crpchcion of agriculture ¢an be éppreciatod more
clearly. ,

During the last five years, the total arca sown and the volume of
agricultural production hiave increcsed more rapidly than the population,
Whilse in'lQAQ/AA there was an cverage of 0,21 %nhabitants per cultivated
hoctare, in 1949 the ratio increased to C.24,§¥ and while (at 1947 prices)
the velume of agricultural production ner capita in l9&Cfa& was 98 colons,
in 1949 it rose to 108.7 colons.

This change has undoubtedly improved the lot of the poﬁulation.
Huvertneless, in view of the situation explained in preceding paragrephs,
the real problcmAlies in aszcertaining how long the economy of El Salvador

can continue to develop along the lines it has followed up to the present

1/ Departancento de Lstudios Econdmicos y Estadistica del Ministerio d
Agricultura, 1947,

2/ For purposes of vormerison 1t is intercsting to note thet this ratio
is approximately 0.10 in Bolivia, ©.23 in Guatemala, C.40 in Brazil
and 1,0 in the Unitod States.

/time, without the
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“time, without the danger of a drop 1n the prezent low living standerds
- of the populetion.,

. Coffee growing is- the most important econonic activity of El Salvador
~and it &s practically the only source of foreign exchange, The area sown
with‘this product cannot expand by more than 23 per cent in the future,

as will be ﬁroved'later. On'the other hand, the small number of hectares
available with & clinmate suitable for the growing of coffee, presents
difficultiés which dﬁn only be overComé by means of heavy investments.
If the arca sown with coffee shbuld continue to cxpand, in spite of this,

. at the same rate as in recent yeafs, it ray be evpected that the area

,culfivated with this product in E1 Salvador would reach its upper limit

; within ten years, ‘his physiccl limitation, together with others of an
economic nature,‘clearly indicates that the country will have to seek
other sources of aétivity'in order to raise the standard of living of

& population with a vegetative growth which is auong the highest in

A Latih America, The limitations indicated “bove are typical of a coffee
econdmy, which in absorbing a large cuantity cf low-productive labour,

..‘prevgpts‘a spee&ing up of £hc develorment process,

- The iuture expansion of the arex used for grewing maize, rice, beans
and sorghum is alsc scriously limited due to the sanitary cenditions and
lack of drainage in a great part of the remaining virgin agricultural ‘
area. Thase conditigns call for substantial inves nents of copital before
this land can be cultivated, The Cordsifn de Alaeceramlento de Ccreales
(Cereal 3torage Cormission) has ectinmnmted that, if the programmes of
opening up lands at prescnt-under:consideration are put into effect,

- some 95,060 additional hectares suitable for ccrenls could be rendered

. productive within the next 20 years.l This weais that, provided there
is no change ih‘thg varizble fuctors of uke problem, the population of

~ the country could rmaintain its present ‘standards of consumption for a
more or less similar poricd of time, Nevertheless, it is possible that
within this pericd it will be necessary to stop growing maize on
conaiderablé areas of margin:l land in the hilly region of the central
plateau,fand it is probable trat pert of the 95,000 hectares of new

1/ Report of the Comdsidn de Almncsnar&cn*o de Ceréales,_ninisterio de
Eccnomfa, 1950,

/land will be



n/oN.12/217/44d.6 ‘ : )
Page 19

lond will be used for crups with higher productivity than cereals, Events
in recent years copear to indicate a troend in this dlrectlon. In fact,
nodern m‘thods of cultivation huve been introduced in the arca used for
products hxth a high yield per unit areca, a‘devolopmsﬁt which it is
belioved to heve considerably incrcasced the cfficicncy of labour; and
this arca has grown rclatively fastcr than the arca uscd for growing
traditiohal_ﬁroducts. Fer example, the arec growing cotton and sesamc

in the pre-waer years scarcely. excceded 2,000 hectares, yét in 1948 the
arcas sown with thesc two products roprescuted alrmost 32,000 heeta res.-:L

This incrcase in the Area of new preducts and the physical

limitations of the agricultural frontier, suggest the pussibility of a
displacement cf the principsl food crops. However, this does not appear
to be an insuluble pr@blbm since there is a wile rizr~in for improving the
methods of cultivation and the varieties grown, partienlerly of mnize,
sorghum, beans and rice, with a resulting incrcasc in yiclds., This
would periiit better crops to be ovtained fron the same or o smaller area
sown, - '

' It should be noted tuut there are only about ,.uOO hectares in
rl 3alvador under 1rr1“gtlun. This arca is mainly used for grasses, ‘
principally pramincous, and is utiliso“ for cattle grazingz., The availatle
datn indicate thet thé irricated orea has gredunlly decreased due to the
drying up cf the streans and the lack of nGW'constructlon.g- In a
country like El Salwvador, where there is a very sovere dry season lasting
gver six months and where c riculturzl expancion mects with so mdny
limitations, the smzll arce under irrization and the poor use made of

it is remerkable. The systeus of irrijation in use are insufficient,

and the yield oif the cattle pasturel on these lunds is very poor. 1In

the eastern part of the country the Lopugreply is idcallfor irrizetion,

s

and there are zeolorical indicaticns of the cristence ol subterranean

=

water supplies sufficicat for this purocse Furticrmore, the
congervation of water which would follow from the imnrovement of

irripation works - botter water diversion, lininn of the distribution

}/ 1937 fimure, Direccidn fGencral de Estadistica. «

g/ The dryin: up of the streans has been caused by the intense
deforestation and enrth movements which have subrmerzed the natural
water outlets

-

/canals, and
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canals, and inprove-ent with respect to section and gradient - would
“undovbtealy increase the netral irrisated areas.

It is not possitle to study employment in asriculture with the
information available, Recent estirates (1948) by the Ministerio de
Economia classify 57 pur cent of the population as gzainfully employéd.

Of this working poo1lat¢an (if thosc engnged in douestic scrvice are
excluded) €4 per csent wes employed in agriculture.}- Under these
ccnditiuns, i1 Salvador ihr 1948 had an averare of 1.3 hectares under
cultivation per person actively cmﬁlo"ed in agriculture. This fisure
would at first sight appesr to be high, since it refers to o country '
with a dense‘pcpulation wacse main industry is coffee cultivation,
Neverthcless, it is possible to cousider the figure as close to the truth
in view of the mochenisation of cotton end oilsecd production and the
tendency towards mechonisation of meize, as well ag the Licavy seasonal

demand for labour of the ccfice industry .~

Volume eond Compusiticn of Acricuitural Producticn -

The physical voluue of agriculturzl production increased substantially
durln" the 1ast five yoarss Those increases Wefe‘mainly cue to the
expansicn of the arsa wder cultivation, It must be peintad out 'however,
that the yezras 1947 and 1949 siiow vorlstlong in prod uctLon due to bunner,
harvests, particularly in the case of coffeec. This wes cue to the

timely rains and -ercral climatic contitions wiich weore very ¢uvourable

to agricuiture, ‘Oa tiae othor hand, there wes a drousht in 1945 which

has been teried the imost severe in the last 25 years, and in 1948 the
country had te fixht 2 serious invasion of lccusts. As o rosult of these
two factors, the row crops ¢f 1945 and the coffeve harvest of 1945, as
well ns the seclheds of 1948, suffered corsilerably, and the rate of
increase in arsricultural production declined

The 1945 agriculiural rear was so conomal that rany crops‘Wefé lost.

The arca hervested for cerecls wos reluced and thore was a decline in the
Cnornal yields. Consequ ently, in order to prevent crroneous conclusions

being drawn recarline the developrent of agvie tnre in El Salvador, the

*/ IBRD - Report on tie Leonomy of Bl Salvador, 1949 .

/ For purposce o comparison it may be indieated thet the ratio is 0.5
heetares per verson omployed in Guatemalsa, cver 2,5 in MHexdico and
cber 12,8 in the Undbed %mtea. e s

/average volume
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averaze volume .of production for the five yea} period 1940-1944 has been
used as a basis of comparison in this survey,. '

The fisures indicate o development at o greater rate than that of
thie population, 1n fuct, while the latter increcsed by 17 per cent
between 1940-19LL and 1949, asricultural production increcsed ty 30 per

cent,
Tcble 1. 3;_uglvaior Recont Chanres in the Total Area
Under Cultivetion
(Relative to base 1948)

Lveragze 19.5 1946 19L7 1949

1940-1924
Coffee a/ 87 -89 9% 96 103
Cereals and Pulues~ - 78 75 . 87 89 99
Suzar Ceane v/ 61 75 ‘ £2 102 - 118
Vegsetuble Fibros— .31 8l T0 78 as
vil seeds ¢/ - - 18 39 82
Ctlier prod Tacts~ - 107 101 e g5 - 104
Total . 76 78 86 89 100

Sources: Direceién General de mstailstica, Departanmento de Estudios
teondmicos of the UlnlaterLO de Arricultura; and Cooperctiva
Mpgolonera.

af Maize, sorghum, beans, rice and wheat.
b/ Cotton and henneguen,

[4
g/ Sesane, peanuts and coestor oil, &,

a/ Improved pastures, rocts and tubers, tobacco vugntables,'
frulu and indipo.

/Table T
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Table 2, w1 Jrlvador: Inﬁw of the Qr:a.ntum of Agrioxﬂ.tural Production

1948 = 100

— . —" S———" —— ——_r. —— —

hverane

*

Product | W40-194L 1945 1946 19 1949

——— . S—

Coffee v/ 106 96 83 11, 126
Ccreals and pulses 78 65 . 86 93 103

‘ar Oene o T 78 70 06 102
‘1vestach roduct s 87 i 8l - 9€ « 111
Vegetable Fibres &/ : 67 86 73 100 194,
Uil Seods ef X 9 1L 19 53 73
Uther Products’ £/ %€ 60 82 % 109

13

Totul 86 78 8L 101 112

— —— o ~S———— " P T S ongH O AT - i ——
- —— ———  S—— S—— -1 -

Sources: Direccién Ceicrzl 1o Hstalistics: Depertamento de Fstudios
Seondémicos, Ministorio de Agricnlturs; SJomisidn de *
ilmnceno.‘cntu le Cersales; Ccoverative algodoncray and
Comisiln Je weforsn AzZucarern, :

a/ Veights are bassd on 1947 frices, Thae furmula I=1§§E£éfg was used,

}y’ Naize, sorcimm, rice, beans rnd wheat.,

Eyh Cottle and hora clanghtercd, ond milk,

g/ Cotton and henncouen,

of Scsrie, cottonsawl, peciute, copra, castur 0il snd oliwve seed,

£/ Indipgo, baloom,roiie : zd tobers, wulses, cocon, tobaceo, honey
and beceweil, '

.

Caring the Jirct tuo Lont-wrr jyears, por copiita production dropped
sli<ntly. (EOWCVUT, the most Imoortent variation teok place in 1947,
with 2 net incrooss cer capiba 0l 25 por ceavw over the prececing year,
in 1948 zad 1549, tho volue of Lruﬁuc:¢gh W s h&lntaxrﬁl at a high
level in relation to tiu avercre for tlc Jears 19401944, and 2ithough
there was a 5 rer 2int dror In ppodection ver erpita in 1948 in

. N e e .
relation to L1947, this dicalvinbuee was oifset in 1949 and agrlcultural

g

cvnme!
TN,

sroducticn shoved a now ameard
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Talle 3, “l Selvader: Volume of Soricultursl I'roduction for

Cixport end for Demestic Consumption
(LoL3 = 100)

- Lrricultural Production  igricultural Proeduction
Yenr Exported Consurmed in the Country
[verage

149
1905
1946

1an7

Al ' 77 95

78 79
63 90
90 113

1945 112 ' 112

Seurees: Direceisn General le Lst ﬁis*;ca; Qartauento de 'studias
ﬁcuniqi*u“, Ministerio <o Sort ca¢ta‘a; Coideidn 46 Almocenaniento
de Cereales; Cooperative “lgd and Comieldn de Jefensz
LzucLIrera., '

Slote: ﬁeir%tﬂ are tased on 1947 wices, n~r1uu_ ural sroduction

crnoimed In the \zntrv vas oitaired v svbtr“ctln agricultural
L*u‘mc_L\p exported from tie total cgriculturel prowuctlon.

Llthiomgh btoth have increwnsed mere rapidiy than the population,

coriecultural production for domestic consumpticn ay§ears to have

inerensed much luss rapiliy than that for export, In fact, the figures

0 Table 3w oild indicate thot while the former s inerensed by cnly

(9794

i
135 rer cont, the lotter hos increascd by 45 “er cent betwean the base

In.ihose countrics w.ero

(oI5

woricd ord the recr 159, : .

the average income per capita is very low -

in vther werds, in these cases where the rext mpes of inhabitants lives

ropudation may leed to an dincercase in demand (even in the demand for basic

the £

Lsistence levels - an iner cuse‘in the real income and in the

.

sducte), This is ra riicularly the case when these increases ave

-

1;anied Cvoa rise in the prices nedid to the yruducer,

The inportant increascs in sroduction cnsnlysed above have recelved
cilowing princinsal stiﬁuli in ¥l Snlwveodor:

&) 4n incrusse in the populaticn of 17 rer cent rotween 1940-1944

[t

t that the poonulation, the sreat mojority of which lives

S et
=
jatt]
v
-
o

Lance leveleg, hose, cccorling to all available
inferuation, o;.hgu;ti“Lly inecreased its real ver copita
incone durins the come ceoriody and

A N

c) < idncerecse of 25,5 per cont in the level of srices of agricultural

/;roducts for
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products for dnnestic‘consumptlon and of 86,7 per cent in ]
that of‘;rLC(o of 3&rlcvluu ral products for export between 1945

and 1949.

In spite of the influence of prices wn the increase in rroductlon,
iri the casc of coffcee, due to’tae,nature of the plant, the supply is
scarcely affectel by Prics variations over a short and medium period.
However, the supply is affected by movements in lorg tern prices, but
in the serticular case of Bl Salvader, present conditions in coffee
srowing appearr to huve consiéerablv decreassd tuis sensitivity in 1
comparison with what has happaned in other oroducing countries,
particularly Brozil, ‘ ' : . - /

On the other hand, in spite of the fact\tnwt four hurvects of '
becans and maize are reao pcl in Bl Salvador, as well as two-of rice nnd
one of sorghum in a con@lete a;ricultural yoar, the supply of cercals
is on the whole unaffected by tnc sezsonul orice Vﬂristions. This is
due to the way in Wulcn<prudxctzcn is orgrnised anﬂ to the traditions
and customs of cultivatica. 4whis ducs not meon thut this same supply
is not ajwarently very soneitive to lonr-tira price moveaents and.
that there is not, abk hes bcon indiccted, a marked trend towards the
increase of proluction of thosc and cther crops for domesbtic consumption,

The increasss in preduction over the last five years have been
achieved throuch exucnding the area wnler cultivation, This trend will
certainly be helied by the physicel linitations of the eagricultural
frontief of EL Salvador; any substantial and permanéht future increase
in agricultural sroducticn will therefore have to be based on increesed
productivity, ' '

If the crups refurred to in the guentum index of Table 2 wore
classified in order uf their irpertence within the value of production,
it would be scun that they had naint tained tuilr nogltlons éuxﬁno the
last five years. Oilsewds are on impertent cxeeptiong from Leing
insignificant in 1940~4k, tler are now the bacls for exponding 0il and
edible fats industrics; .ond since 1947 shey Liove bepun to fizure
decidedly, cither in a uatural or yrocesssd form, as an iten for export,
This g the only inurtant recont chrnse to b§ noted in the composition
of agricultural proluction in I1 Salvadoer, ‘

~ . /coffee

-



£/0N.12/217/1dd.6
Prge 16

Coffee, .
coffoe in recunt years has senerally represented about 45 per cent

of the volwue of a-~ricultural preduction and 90 per cent of the volume
of oxiorta, With the exception of Veneguela ond Cuba, no other Latin
Jmiricen country depends to such an extent on the export of one single
article, EL Snlvador is the third producer of coffee in fimerica;
neverthieless, its cxrorts cnly/represent 3.4 per cent of the total
coffee marketed in the wcrld.lf

The sudden variations shown in the index of coffee production
are typical of this crop, which is very sensitive to changes in the
amount and distribution of the rainfall, The 19 per cent increase
shown in the index Letween the extrenes of the period under review
shows, nevertheless, a clear upward trend,

A lerse pertion of the bost lands between 800 and 1,500 metres
above soa level is used for coffee rlontations., The rein coffee
resion is found In the western part of the country in the mountainous -

erion forrmed by the Sonte Ana Veleono and the adjacent slopes, The
Mejona=Santa Tecla rezion in the central part, and the San Misuel -
Nerlin - Santiago de lMaria resion in Lhe eastern part of the Republic

are olso imnortant crens of collfec rroluction,

_utle ' LJ Onlvndor ~_*-‘jgga ion to the Volume of

4 Cuctlon anc uf Zyoorta,

(¥ illions of colons; valucs at 1947 prices). _
T T Totel wericul  Coffee Coffee as ¥ Total  Coffee Coffee as %
Year tural troduction Pro'uction of total Eiports Exports  of total

) sroduction production

1945 1236.9 66,7 L8 79.9 76.6 96
1946 141.8 574 LU 71.3 6l .8 Q0
1947 176.8 7€.9 L 93.5 84.2 90
19,8 175.3 €944 39 103.5 1.1 :3
19549 1968,7 87.7 Ll 114.3 100.3 88

Sources: For volune of anricultural production and coffee production
cec Tables 8 and 9; for exrorts .nuarios ugtadistlcos,
Direccidn Teneral de uutumlstlca El Salvador.

Coffee is shade-rrowm {porticulnrly in the case of trees of the

Inca *miily), and cultivation has reached a relatively high technical

i/ The 1940~47 and 1o47-48 avercges are accerding to the Interanerican .
Coifec Comeil,
/level, The main
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level. The nain voriety used comes apperrntly from the natural mixbure
~of Ardldge end wundn, and Is nore prodictive than the pure Ardbiga
sown in the other coffce resions of Central America, '

The systen of cultivetion cmployed lLias given go&d results, since the
gualitics of coffec hurvestod are quoted aneng tiic best and the vields
per surfoce :mdt are anong the hishest in Tatin Arerica, reaching as
much ag 2 metric quintals per hectarce. Nevertheless, it is cxpensive,
~esneciully tie nractice of gothering by hand, the cponing of fertiliscr
trenches, ond the uethods used to conbat crosion.

The coffee procducers all own the land they work, and the industry
is entirely in the hands cf rationals. .ltiough about 33 per cent of
the plantations have an arca of less than 7 hestares, the hulk of the crop
is produced in plantations cxncuding 3% hectores,

Tre work 1s carricd ocut Ly wage sobourcrs, iarvesting absorts the

G&tunt nuzber of workers, ind this vorlk ic pnid for according to the
weight ricled, fpart from bosic woges, the peons receive rations of
q?ize, beons, and sall twice a deyr. The tumont svetor,which is one of
the principal sources of idbour in the sugar -lontotions and cottle
fénches and menerally on thoze estotes whilelhl crow cereals, 1s not
commonly used on the coffee estntes, The I~ourers core frun villoges
close to the coffee rozions aud, durin: the horvest poriod, there are
in fzeb migratory streans of workers who coie not only fron other
vorts of the cowtr: at fron the Sorder reiocas of Gusterala and
Honduras, ‘

It has “een stated tiat tac grentor vart of the coffee harves
is derived fron large plantations, Llthoush there cre no complete
statistics un the snlject, the Lsosiacién Cnietalers cstimates that the
1948 production (a pruximately 6C,0C0 nebtric tons) came from the
differcnt groups of plantativiis in the momer indieated in Tovle 5.

According to these fiures, noarly 8¢ por ceat of the horvest
was obtained from 455 plantati.ne whosc aren excealed 35 hoctarcs, with
a total area <f over 57,000 nectrrez, The differcice dn the yields of
the various types of plortation is also noteworthy. These fisurcs
would arpear to su;est that, under prosent conditlions of »nroduction in
Bl Salvador, tiie nost efficiont Jdartatiors are theese with an ores

/ etbwecn 35 ana 70
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between 35 and 70 hectares.

Tavle 5, El Salvador: Size, Number, Total Area, Production and

—

Yicld of the Coifee Plantations, 1948

{7 T 3o - -

Size

“Number Arca Production . Yield
{hectares) (Hectares) (metric tons)  (metric quin@als/hectare)
Up to 0.7 L, 801 2,796 4,50 1.61
Trom G.7 to 7 4,967 . 14,175 4,900 345
From 7 to 35 1,322 25,259 11,300 . L7
From 35 to 70 263 16,653 14,150 8.50
Over 70 192 41,029 29,200 7.12
Totals 11,545 99,912 60,000 ; 6.00
Sources: lMinisterio de Agricultura, Departamento dec Estudios Econdmicos

and Asociacidn Cafetalera, Bl Salvador.

‘During a period of high prices, and when there is a high level of

general economic activity, the arca planted with coffee hos shown a .

relagtively slow rate of increasc, Even in 1948 and 1949, whon coffee

prices reached wnprecedented levels, there was no exceptional planting,

Nor is the oxisztence known of any plans 1o effect in the near future any

substantial increaszes in the arca plantced with this crop,

appears to be governed by two vrincipal factors:

a)

b)

The expericnce of perdlodic declines in the cxport market and
the resultant uncoertointy reenrding future price conditions,
which tend to make heavy long-term investments in coifee’
agriculturc weaettractive; :

The limited area availeble for new plarntings of coffec (which
barely recches 24 thousand heetares), and in pafticular, the
increase in the costp of planting in these new regions, which
hove steep greodicntcs, poor quality soils, and necessitate
considerable investments for conservation and soil improvement

works,

This limitation of the land available, together with the fact that

yields connot be increascd without first re~sowing completely and

improving agricultural methods over large sectors of coffee agriculture,

/indicate that

This situation

Iy
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~ indicste that El Salvedor is rcaching the.linit of its capacity for &

coffee production and that any substential increacse will require the

tying-up of considerable capital investments over a lengthy period of
.1/ ' '

tlme o~

Table 6, El Salvador: Area Used for Coffee Cultivation and_éziﬁ
Available for Expansion of the Coffee Plantations 1938 - 1948

(hec¢tares)
Departments C 1938 1948
<o ' Cultivated Avallable - Cultivated Available
. Santa Ana . 17,892 10,924 22,711 6,107
Ahuachapdn 8,333 3,111 - 10,598 846
Sunsonate 9,503 . 7,449 9,940 7,012
La Libertad . 16,506 6,889 18,212 4,932
San Salvador 7 3,895 3,026 6,597 - 324
Chalatenango . 86 131 217 -
Cuscatldin 7 ‘965 1,345 916 1,394
Lz Paz ; 3,035 €,018 3,568 LB5
Sm Vicente - 6L7 - 536 668 - 514,
Cabafias T 325 183 . 236 F 272
Usulutdn - 15,093 2,708 16,322 - 1,480
Morazén Y - ¥ { 546 1,348 -2
La Unién : 178 ) L6l : 302 31 -
Totals - o, 82,419 11,707 99,912 23,731

Source: First National Coffee Census (1938) and Departamento-de Estudios
Econémicos y hstudistxca of the Ministerio de hgricultura (1948).

Note: . The difference which may be observed in comparing thé sum of ihe
‘ cultivated area plus the available arca in the ycars indicated,
is apparently due to errors in enumeration.

..

-

l/ The increase in ylelds cauld be achieved simply by changing the older
or less prcductive shrubs, The results cobtained with the varicties of
coffee used at prcsent render capital investment for the purpose of
finding better varicties umnecessary, In fact, simply by reising the
average yields to the level at present obtained from the plantations
of from 35 to 7C hectares, on improvement of 4O per cent would be
obtained. -

/Cereals and Pulses
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Cereals and Fulses . .
. H

Maize, togetl:er with bears, sorghum ond rice, are the basic grains

in the diet of the people of ¥l Salvedor. Sorghﬁm is also used for feeding
cattle, and in particuvlar for prultry fecding,

Maize and sorghum are produccd throughout the cduntry; however, the
main centres of cultivation are on the flat, hot lands situnted arcund
,Sunsohate, IzalcQ,Aﬁrmenia and Cuyagualo and in the coastal belt of the
departments of Lo Paz, San Vicente, Usulutén and Sen Miguel,

Beans are grown only in the volleys of the central plateau, since
the varictics harvested are very demonding as regards conditions of egoil
and climate. The main producing region is found arcund Armenia and
Cuyagualo, . |

Part of the rice is sown in the low~lying*coastal lands, but the
most importont production coumes from the regioa of valleys and hills on
the Central platecau,

Beans and sorghum arce te a larze extont secondary crops vhich are
sown between the rows of maize, The rice grown is 21l unirrigoted,

Graing are uiainly grown in small lots of from onc to three
hectares, using rudinentary methods, primitive tools and rented lands,
for which a fixed encunt in money is pnid. The small producer and his |
fanily cohspme a large part of their preduction, so that much of the
total annual crop does'not enter cormercial chennels,

Table 7. El Salvador: Percontace Distribution of cercal Preduction
‘ Anons the Differcny Forms or dond Torurce

Product Small Srall Tor

orIe

tenants landovmers landowners:
laize 65 Y | 15
Sorzhun 70 25 5
Rice 0 87 3
Beans 59 25 .16

¥

Source: Conisién de Alnncenomicnto de Cercales, Ministerio de Economin,

~ The Comisldn de Almncenamientc de Cereales (Cercal Storage Cormission)
estimates that the totel preduction is obtained from the different sized

/farms and syatems
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farms and sgstunsfgf lend tenure outlined in Table 7.

However, in spite of thﬁ foregoing, port of Cereal production,
particularly meize, is 1ncreﬂa1nglj being cultivated with the use of

nedern methods and nachinery,

Except for wieat, El Sulvador hos on the whole produced the basic
foodstuffs necessary to sustain 1ts populn tlon.l Nevertheless, the
disorgonisation of the food narket, the poor distribution cystem and
tio desire bo ATOW © cxpertable crops or those suchi as cotton and
silseeds, which find an easy and profitable market, has from tinme to time
caused scnsonal seorcities of cereals which have had to be met by duports.
During the last five yeors, the nct deficits have never exceeded nine
thousend tons, that is, 3 pir cent of normal consunption,

The naturce of these deficiencies may be better approciated by noting
that in 1947, for exarmcle, althouch the cormercial balance of maize
showed a deficit, 1,387 metric tons of the first crop were exported;
these were later nceded and had to be replaced befcre the end of the
year by the import of 1,936 tons, v

Un the other hand, the fact that there has been no crisis in the
cereal cupoly does not mean that Bl Szlvador hos no serious food
problem but simply shows tihnt in recoent years the preduction of cercals
has becn sufficient to meet the recuirements of the population., These
requirenents have been traditionally srall, due to the particular
structure of supply and desen L the low average incorme, which is
highly concentrated.

The marked upward trend, which secms to be clearly shown by the
figures for the cultivated areca and by the quantum index of cereal
production, may not be as pronounced &s theée figures would appear to
indicate., The Comisidn de Almacenamiento de Cereales™ estinates that
the statistics for the first years reviewed here contain cumpilation

errcrs which were later corrected.

}/ Wheat, wheat flour, ocats, rye, etc., consumed in the country are
clnost entirely imported, In fact, the annucl consumption of wheat
is about 12,LOO nctric tcns, and only 200 to 500 tons are produced
within the coumtry, ~

g/ Report of the Comisién de JlmQCsnanlento de Cerenles, 1950,

/The systems of
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The systens of listribution [or cxportable products, and in particular
for coffee, arc well or:anised, but for the basic food crops these

gyators are ;till in ¢ very primitive state, Duc to inadequate storage
1

facilitics,~ & large part of the cervel crop is lust to insects, rodents

and funzi,

Surgar Cnne

- ——" o —

Sugar canc is rrown throusghout the territory, but the largest
plantations are situated mainly to the northaﬂst of the volcances of
San Salvador and San Vicinte,

Talle 8, Fl Salvador:__yunber and Size of Cane Sowines for the
Production ¢f Reﬁlnad_Sub r - 19&3_

Size (Lectares) Nuiber of Plantations

Up to 70

From 70 to 140

Fron L40 1o 210
From 210 to 280
I'rom 280 to 350
Prom 350 to 420
Cver 1,000

W N oD~

[
o~

B e e —— T———

Source: Comisidn de Defonse sdzucnrera

Canc is grown in Bl Salvador for three purposes:
a) For the oproduction of refined wugar (plantation white type).
'b) For the mamufacture of raw fugar "panelan, which is delivered

2/

¢) For the production of raw sugar "de purga en pildén" .~

S

to the market in blocks or lumps.

The cultivation of cane for the ranufacture of refined,sugér is
generally carried out with tractors and.scientific methods, including the
use of fertilizers and improved varietiss. Cultivation for the production
of "panela" and "pildn' (raw sugar) on the other hand, is carfieq'out
with rudimentary methods and primitive tools,

1/ Sec Repert of the hCLJ/? 0 ¥ixed Werking Group, EounOLlC Conrﬂyslcn for
Latin America, Docunent E/CW 12/83, pages 147 on, -

g/ Sugor similar to "panela! from which the non-crystallsable syrups have
beert extracted oy rud1n0ﬂtary methods,

/The processing
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The processing of refincd sugar is concentrated in 24 miils, each
of which is on an estate, usunlly a large one, which also grows other
crops, or breeds cattle, Table B shows the number and size of the
sowings of canc for the ranufacture of refined Sugar. ‘,

. (n the other hand, the two types of raw sugar are produced on a
larze number of’vcry small pl.ntetlonu, which usually have no sources
of income othcr than canc., Table 9 shows the size and number of cane
plantations for the production of "pahelal,

Teble 9. El Salvador: Size and Number of Cane Flantations for
the Menufacture of ﬂpanélu” 1948,

b4 7

Size (hectares) . Number of plantations

Up to 0.7 ' 2,523

Irom 0,7 to 3.5 ‘ 1,913

From 3.5 to 7 ’ 21y s
From 7 to 14 78

Tron 14 to 35 62 .
Cver 35 , ¢ 5

Total , : L,795

Source: Banco Hipotecario of Kl Salvador,

The wholc production of sﬁg&r cane, cven that for the production
of raw sugar on very small holdings, unlike that of melize, sorghum and
beans, is carried out on lands owned by the fzrmer,

Fach aof the holdings growinyg cane generally has the machinery for
fransforming its product to the extent where it can be sent to the
market., There are very few which grow canc in order to scll it to
refineries or sugar rroducers, In fact, of the 375,000 metric tons of
sugaer ground by the 24 mills in 1948, only 56,000 metric tons were
bousht; the rest wes produced on the rlantctiods belonging tc the
mills, Thus, of the 4,795 cone plantations which exist for the
nroduction of raw suzar, 4,003 had the mehinery and ovens necessary
. 1/
for the processing of this type of 1 Sgeah o=

The production of refincd sugar, "pancla", Yazcar en pilén" and

l/ Felix Choueoy 7l azucar cn la economia asricola salvedorefia,
Ministerio de Arrlcui ura, 1049, L4

/final molasses,
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final molasses, has increascd conciicerably during the lwyt five-yeaor

period. This increasc is the rcsult not only of thc increcsed domestic
demand, but also of the good prices at winich the product, particularly
refined suger, con be sold abroad,
. The per capita consumption of refined supar seems to hove remcined
stationary, while exports of this product ana the per capita consumption
cf "panela® have increased considernbly. This appears te be the result
of the internzl price policy of the Comisién de Defensa Azucorera, which
is maintzining high prices, based on the cests of the morsinal producers,
has tended to displace depand tofarus surgors of inferiof ocunlity, The

osts of inefficient proaucera, according to the publications of the

".’I

ﬁinistry of ﬁgriculture,;-dre ncarly double those of loeal producers
who can be temied efficient.

Lny future increascs in the production of refined sugor are thus
closcly linked to this situaticn on the Joméstic market, since the
compotitive nosition in reloticen to the groat produeing countries is so
srecarious that apert from the limited market on the southern coast of
Honduras, it is not jpossible to count on 2 continued incentive from
foreisn nwrlots cnicouraring the nroduction of zreater quontities of

suTar,

Iivestock profucts,

R *

The incrcascd production unler this heading is due to an increase
in sleurhterin- and in the nwsber of rdlkinz cows rather thon to any
improvmxcnf in breeds or in the nethods of exploitation adopted.
Slaughtering, plus the net forcim market, appear to huave beer stabilised
at ibout 13.5 wer cent of the nwiber of cattle in exdistence and 45 per
cent of hozs, These rercentnzes cre low in comerison with those of
other countries, so that there hee “bvn an increasc in stocks of both
types of animal;i

fnonz the compunents of this iten of preduction, rilk and dairy

products show the mont rapid rcrowth, with an increcse of 35 per cent

octweon 1940-1944 and 1949, while the slaughtering of hoss has riscn

1/ Ibid .

2/ In Chilc, whoere the number of cottle has been more or less stabilised,
durins the last 5 years slaag?tcrinr has boon ecunl to a little nore
than 155 of total stocks, 5ee fiscent Trends in bhllehn Apricultural
Jevelopment, BCLA, 1951,

/by 18 per cent
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by 18 per cent and the conﬁumptian of hoef seoms to hove risen on a

par with the incrense in nonulation,

Y —

(theusands of head)

1945 1946 1947  19L8 1949

Beef :
Stocis . 860 650 686 765 3 -
Slaushtered : 85 82 86 91 97
wrmorts 2 28 28 39 17
Lports 18 22 25 27 . 18

Nut deduction from stocks,® 13.5 13,3 13.0 13.5 13.2

Pork

Stocks 382 34,2 384 398 503

Slaushtered : 157 177 7 199 208 232
Exports \ - - - - -
Tunorts . 9 10 11 . 32 33
Net deduction from stocks,? 41.1 5G.3 50.3 L8.4 43.3

Source: Anuarics Gstocisticos, Direccién Seneral de Estedistica y

In order to rwet consumpticn reguircrents, the countfy has been
obliged to purchaée rere and nere hogs, as con be secn from Teble 10,

On the other huad, in the case of cettle, although there is quite an’
active foreisn trade, the balance is in the country's favour. The
noin imports of cattle come from Honduras and cxports are made to
Cuatennla, ‘

Under present worki é methods, the country cannot substantielly
inerense the nroductivity of cattle and hogs, Conscquently there is a
vossibility that in the future even the foreipn trade in cattle will
prove unfovourable., A reversal of this trend could perhaps be achievéd
by nmeamns of tenacious and prolonged efforts to improve the breeds, the
pastures and fodder, breeding methods and the utilisation of the animals.
Fxperinents carried out up to the preéent indicete that there may be
considerable hope in & brood use of coffee pulp as animai fodder.,

In goeneral, native breeds, descended from the cattle brought by the
Spaniards during the colonial periol, are used for both beef and milk,

‘ /Mcthods are |
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Methods are rudimentany,\for the cattle are bred in the fields and are
mainly foed on graés;'the rastures, which are sometimes irrigdted in a
very primitive fashion, receive little or no agricultural attention,
In EL Salvador, as in the majority of tropical countries, the lack of
suitable scurces of protein foods and the abundance of pests and diseases,
the most importaent of which are ticks and anthrax, are the madn
obstacles’in the way of. improving the livestock ﬁérds.' Very fow dairy
establishients are skillfully administercd as regard selection of breeds -
and individual animals, féeding of the cattle and industrinlisation of
products, | V

The breeding of hogs is a home industry; only in very few
instances is it a systematic industry. The anirels are generally
left free to find their own’ focd and only recelve supplemcntary“foods
for fattening purposes in a’very Iew cases,

Oilseeds ,

The increase in the voluue of Olloebd production haos been very
pronownced over the last five years., Sesame and cotton have expanded
rost, while othér oilseed plants have appeurad such as cocoa trees,
castor oil, peanuts and olives (Slnuruba ¢lauca) which were used only
slizhtly or not at all before the Sccond World War,

Production increased fivefold botween 1945 and 1949. This
developnient has led to an inercose in the consumptidn of fats, which
formerly werc traditionally scarce in the country, ond to the ‘export of
substantial quentities of cilseeds, oils and vegeta ble fats and .
oilcakes., In fact, a2t 1947 prices, these items represcnted 1, 93 per
cent of total exrorts during 1947, and 4,12 per cent in 1949,

- Tractors, improved plant varietices and large quantities of
machine-spraycd insecticides are used for the cultivation ofVSesame‘and
cotton, The holdings are relatively lorre, In 19A8, for exomple, the
22,332 hectares of cotton which were sown were concentrated on only
40O plantations,  Although no complete information is available,regardihg
the system of land tenure in the crowing of cotton and sesame, it can
te noted that rented lands form a larpe part of the area cultivated.

The farmers who grow cotton and scsame on rented lands, unlike

/the general
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the gmeneral situation in regard to cereals, usually have written
contracts for a soeriod of several years, and they poy their rent in

noney .,

Voretable Fitres

During the lost five years, the production of hennequen has
remained below thz annual averase of the 1940-1944 period, while
vroduction of cotton hos more than doubled., This situation with
recsard Lo hennequen secns to nave originat@d in the snall market for
the product, In fact, the articles niade from that fibre, mainly sacks,
have, on account of thelr noor quelity, been limited to the domestic
rarket, where they arc protected., The casc bf cotton is different
because of the expansion of the cotion industry since the war.,
Nevertheless,at presont levels of incowe it would'apjeaf that the
country's requirements have beun amply covered, so that it is probable

that there will be a decline in the rate of cxpansion in the next few

-.years,

{ther Products

apart from the nroducts 2lready studied, potatoes, yucca and
come vegctables should be mentioned, of which tomotoes and onions are
varticularly noteworthy, Almost all the production of these crops
comes from small hoidings wnich are cultivoted in 2 primitive manner,
The remaining products of El Salvador's agriculture are of little
importance in the comnosition of the index., The production of »
articles such as indigo and balsaem which forucrly provided the country's
main sources of foreign exchange, has becore insignificant and is k
tending to disappear, '

Ay o !
Arricultural prices and wages

Agricultural products for expert have exporienced very considerable

price increascs during the lest five-~year period, The index, with
coffee predominating, shows an increase of 26,7 ver ceat between 1945
and 1949,

This price increasc, together with bumper harvests of coffee,
oilseeds and cotton, has made it possible to continue accurmlating
the heavyAresorves in foreign cexchange which began to appear during the

[war period,
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war period.

Notwithstanding the expanding forces wnleashed by these and other
causes, the price inecrcascs of products for domestic consumption have
been suell in corrrarison with those of ncighbouring countries, In fact,
the indices cumiled by the Economic Comwmission for Latin America on the
basis of data jublished by official sources suggest that the incresse in
wholusale prices of the ten principal agricultural products for domestic
consurption wes scarcely 25.5 per cont between 1945 and 1948, and that
this difference was reduced to only 13 per cent in 1949, The princinpal
cruse of this lies in &n 18 per cent incremse in agricultural production
for domestic consumntion., On the other hond, it would a)ncor that the
increcse in bank deposits hins not necessarily reant a source of demand
for oroducts which, in any casc,'arc norrnlly outside the orbit of
consumption of the hich-income ;rowss, or for which the demand is
corpletely rigid., To the foregoing rmot be added the fact that coffee
wares, which necessarily hove an influcnce cn the senercl level of

zees in the country and are therclfore o scurce of pressurc on prices,
have in the lest five years inercosed less thon in other coffee producing
countries. (See Table 1l and CGranh 2).

 The conserﬁative adeinistration of the commercinl banks, directed
by o Central Bank which has adiicred strictly to orthodox ronetary
principlee, has also helied to rsrevent cxtreqe yrice varintions., The
banking system has prevented on cxpansion of credit in proporiion to
the heovy increanse of reserves of recent years, This policy, which
is backed by the Central Bank end closely folluwed by the bLanking
system, has “arrested speculation and reduced the intensity of the
upswing of the cycle. ’

While no serious ccreal criscs have taken place, the seasonal
scarcity which occurs from time to time in the suply of tlicse basic
vroducts of the popular diet, and the price variations during a single
agricultural year, which sometimes drop 40 per cent between the tine
of sowing and harvesting (See Table 12), couscd the Government of El

“Salvador to toke action, This action consisted in the jassing of a
aw creating the Instituto Repulador de Cereales y Alastecimientos
(Regulating Institute for Cereels and Supplies), which is an autonomous

/Table 11

- . -
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Table 11. El Salvador: Price Indices 1945-1949

( 1948 = 100 )

“Agricultural Agricgltﬁral_ ‘ngeralf
: ’ ) roducts inaex o
Tear Coffee a/ products fog domestic wholesale

for sport b/ consumption ¢/ prices d/

1945 53.9 58,8 79.7 - 62.2

1946 - 70.6 7.6 743 73.0
1947 92.3 95.9 .- 86.9 . £9.2

1949 116.9 109.8 90.2 100.8

Sources: Anuarios y Boletines Fstadisticos of the Direccidn Generzl de
Estadlstica; Boletin Algodonerc of the Cooperativa Algodonera
Salvadoreila Limitada; Inforre d8 la Comisién de Almacenamiento

de Cereales, Ministerio de¢ Economia, 1950; and Heview of the
Banco Central de Reserv: of &l Salvador.

. a/ Relating to prices of wached ceifee, F.0,B. Szlvadorean ports.

E/ The price index for agricultural export products includes the
following: coffee of all kinds, ginned cotton, sugar, rice, cattle,
honey, sesame, bolsam; tie inder reprecents the price variations of
these products 7.0,8, Salvacorean ports. The following formula was
used: '

S Puln ‘
1=/ in which Py = 1947

X Pl

E/ The price index for agriculturcl products for domestic consumption
includes the following: coffee conswsed in the couniry, beans, rice,
maize, sorghum, slaughtered cettle =zud hogs, sugar, cottonseed and
clean cotton; this index represcats the wholeszle price movements of
these products in the market of San Salvador. Weights are based on
1947 prices, : ‘

d/ The general index of wholesale prices is taken from the Revista del
Banco Central de Reserva of Tl Salvador. It includes 40 different

———

articles and is woignted with the production and imports of 1939,

/ /cntity with its
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entity with its own fegulations, legnl status ond income. The original
canital of the Institute is two million colons, cnd its purpose is to
encouyrae the Jevelopnent of production of basic foodstuffs through the
stabilisation of prices and the absorption of surpluscs or the replacement
of deficits in thc harvests. fThe Institute is constructing o grain '
‘storaéo »lant in Sen Salvador with a capocity of 92,000 metric tons and
plans to extend its purchasing and storcge racilitics to other consuming

or preducing resions in the country.

able 12, EL Sclv~{ r Seaconal Iluctuctions in Wholesale Prices

of the Prircil ol rasic Foodstuffs.

1945 - 19L9

ilonths ¥alze Sorahun Boans Rice

Jonuary 9.8 89.9 2.0 97.3
Tilrunry 91.2 £6.2 = 93,5 99.2
hMarch 97 .2 37.5 97.8 96.5
Aorild 104.9 94,9 99.3 icl,1
ay . 111.6 99.8 134.9 106.1
CJune 117.6 161.0 158, 108,1
Tuly 112,28 1.8, 1wL.8 165.4
Aumest 9¢.,0 07.2 1541 1c2,1
ogytunmor 85,2 109.7 158,14 103,53
Uetoker . 87.8 1030 1C2.9 9.9
November 9.4 167.2 93.7 920,
Deceember 97 .7 59.8 . 91.8 Q3.6

Source: leuort of the Condloidn de (lnncennmiento de Cerealces, Ministerio
de sconoifa, 195C

There is no infornction on opricudiural woges, Nevertheless, the
evidence available scois to indicate that nominal coffce wnges have
increased only 25 Vr cent in the last five rears, Toecause of the
imsortance of this cron in &1 Solvedor's cconony, coffec wopes have a

decided influeﬂwe o sonc noricultural waces end, to a lesser extent,

on the vcnbrﬂl wore level for the country, so that it is poesible to
consider t the wapce of othur bronches of agriculture have followed
trend very giniler to thoze for coffee.

+

/o - .
/The Technical Progress
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The Technical Prourzss of .priciuiture

It may be s2id that tlere arc Lhree twin aspects of’ the problen of
agricvltural developrient in El Snlvecor: the low level of labour
cfficiency; the srall yields por hectare; and the serious physical
limitagions of the agriculiural frouticr, ‘

(ne of the most 'salient characteristics of agriculture in Il Salvador

is the lorge amount of labour used in production, iccording to estimates

£y

of the Deportamento de Estudios Deonémicos of the Ministry of A*rlcul+ure
in 1947 26 man-days were reouired to produce one metric quintal of coffee;
the production of a metric quintal of naize required 7 days, while o
netrie guintal of cottoun reguired 15 days. TFor purposes of comparison
it is interesting to note that the production of a metric quintal of
coffece requires approximotcely 33 man devs in Guatceanlo; for malze the
figure is 10 days in Guctereln,- 3,50 in Chilz and C.47 in the United
Statces; the fisure Zor cotton is 12,720 in Mexico and 9.0 in the United
States.}/

izriculture in Fl Zalvader s clso generally charocterised by the
low wnit yields of the harvests. T[oking the y ar 1948 o5 an example,
it will be found thot 13.5 lwtrlc guintals of maize, 9.4 of rice and 10.0
of bvezns was produced per hectoare., In tho United States the yiclds of
these same three crops were 2.8, 23.5 and 11,9 metric quint&ia.§<

During the same yeor, raw cutton production per hectare was 5.3
metric quintals; while cone Dreduction per hectare was 660,0 metric
quintals, with a yield c¢f 7.1 per cent, thet is, approximately 45.0
metric quintals of sugar por hectare, In comparison, the yicld for
cotton was §.3 metric quintele in the Unit%d States and for sugar, 74.0
metric quintals per hectare in Guatcxnla,gf ‘ ‘ o

The main causes of the low proluctivity per man and the small unit
ylelds lle in the methods of farw1n~ erplayed, It has already Leen seen,

1/ ECLL, 8/cH.12/1¢4, hppendix &, ond ECL., Jconomic Develomant of
Guatemala,

—— ————— ——— o ——

2/ Fi0 Yearbook of sgriculturcl ond Fuod Stetistics 1949

3/ FO op. o CLt ﬂnd Fe&lx Lhoussy sstudio Conpor “tivq entre las
Industrias Lzucs ce ml Ot 1J&dur ¥ Gun tcn

! Jin dehllng with
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in dezling with renerel conditions of asriculturc, that foodstuffs in

Bl Szlvedor ére mainly vroduced on srell holdings, with the aid of hand
tools ond primitive implonents of the nloushteil type, drown by oxen.
Yechonloed coriculturel eguiment, sclected sceds, fertilisers,
insceticides ond, in pencral, modern methods and usarnes in cultivation
are emsloyed ncre for the nroduction of govds for export SLCh s coffee,
or for products which enjoy the nrotoction of special lows or State
concesslions, such as suser and cotton, However, even in these caoses,

3

productivity is low, os can be scen from the fizures on the efficiency

of labour ond on yiclds,

The norrew asricultural frontier, which has already been discussed
elscwherc in this survey, acsravates the preblen of the amricultural
develomnent of Tl Salvador, not nnly cs regerds items for export, but
alsc in relation to thesc for domestic consumption,

When the preblen is scon from this angle, the raising of the
level of income in apriculture coull be achieved throush tre production
of crops of high value jer surfaoce it which could be easily mechanised
(since-this would Lermit a caving in the ancunt of labour employed at
present),  Coffee, ollseeds and cotton fulfil the first requirenent,
but unfortunately coffec in its turn is also a areat consumer of labtour,
and it cannot e mechanised due to tn; way in which it is cultivated in
1 Salvador.

 Neverthcless, the margin for achieving increasces in productivity

=)

is so broad thot substantisl »regress can be LXVLC*“@ not cnly for
these crops but also for the basic foodstuffs, The scarcity of arable
lend and the srorrarres of industrialisation which are at present being
carricd out and which will certainly drain lobour away-ﬁo the cities,
w111 undoubtedly prove to he 1ncunt1vau for hastening the change,

The technieel irprovenant of agricuwltural production, based on the
sreference {or crops 1nh s hich value per bcctarc, is a trend which is
besinning te te noticed in the ajricultural ceonory of El Salvador in
tie strugele Lo increcse unit yiclds and in the use of machinery'to
improve the lalour cfficiency.

It has in fact already btecn scen elsewhere in this survey that
substantial incresses have ta.eh uloce in the cultivation of cotten

‘ /and oilseeds,
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and oilseeds, On the other-hand, Talles 13 and 1) show the imports of
certain factors which ar. im.crtint in production, Since these gocds
arc not ranufactured within the country, or only on a very small scale,
and since the principal supplicr is tne United'statos, the fipures
indicated show a feirly complets picture of their real consurption
Juring the last five yours, It should be noved that im;ofts of
scctidiics, hand teools, farming implements and wire for fencing,
shiow a clecr upwoerd trend, In the case of fortiliscrs the picture is
different, The variation in the f*glwcs from one yoear to another
sccas to indicate thet it is cusdonkrv to kevn rescrves of Jertiliscrs,

which cause imports to increace in one yenr oanly to decreasc in the next,

Tnhle 13, Ll Salvadcer:  doi-hit cnd Value of Irports of Insceticiles,

crming Tootonarts, Wire for Funces ord Fertilisers o/
- l“&) - 1949 V :
Year nsecticide Fertilisers
"i’»r(.;l;",}';t Y alu.q‘ e ;el ”’ht Vo luﬂ

1945 41 31
046 7, . 97
1947 0 117 )
1948 203.%/ 208 b/
W95 677 49e T/

- —— . - — ——

2,572 g
e 1,104
1,606 333
5,258 £98

(s’

4,370 638
4

Scurce: Uircceidn Guneral e L,zz;uutzc; e ol Salvador, and Foreim
Coumuicce enl Newvisetion of the United Stotes.,

e e — i a——————

a/ Jol-ht in metric tony ~ vhluo in thouninde of colone at current yrices.
b/ Imoorts from the Unitel Stotes only.
— & &

Teble 14, L1 Salvador: Valuc of Jurorts of Form Irplements from
1 Sintes, 1945-19L9.

-t

(Value in thousonds of colens at current rrices)

M A———— T p—— A S —— S—— ————. ——r-u".

1945 1946 1947 1943 1949

Cultivotion imploements 36, O £ .2 1Lo7.C 1¢8.5 172.2
Pulverisers 11.0 29.5 113.5 56.5 33.3
Harvosting machinery l.( 2.0 3u.5 2.5 5.8
Segel sopar ators 27.0 - 3.7 1.2 iz2.2
. 75 9547 324.7 AR 227.5
Source: Foreign Coirmerce on’ ilvicetion of the United States.

/ Taking two rrear
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Taxing two yoor moving. avera_es for the import and probable
consurption of fertilisers, the rise has been very slicht and the
consunption fur hectere cultivoted has declined instead of increasing,
In ‘fact, the consurytion of chemical fertilisers is very low, and in
none of the yeaors in the vericd under review did imports exceed
15 Idlogruames of fcrtilisor rer hectare cultivated, HOWeVQr, this
represents considerable vrogress over Tre-war years, when only 8 to 9
kilos were imported per hectore under cultivation,

The vrincinal limiting factors for a more general use of inorg ﬂnlc
fertilicers scem to be the followinz: the fact that the farmers are
net nccustomed to using then, the low value rer hectare of mdny of the
products for domestic consurmtion and the high price of importcd\ A
fertilisers, V

Aooroxdnately 80 per'cent of fertiliser imports consists of®
nitrates of sodium and potassiun, 30 per cent of ordinary superphosphates,
and the remaininsg 10 wer cent is moinly commosed of muricte of potash,
suiyhatc»of wotash and complete, rcaiy nixed fertlllsersék

The COHSM@Qtlun of locally produced orpanic fertiliscrs, particularly
aulp cr conpoct of ceffee pulp, dungs, ashes fron boilers, cake from
filter presses, molasses, sround bones, blood and compost made from
city garboege, is also increa 51ﬂf, although it is still zmell, It is
estimted that the annual conauption of o1l these types oi fertiliser

during recent ycars has been 1n the neilrshbourhoud of lS,uUO metric tons,

The nost importent stes in regard to the supply of fertilisers has
Leen the installation of two plantsffcr producing compost from city

1

carbage Uy the indoor grstem, One of these plants is in Santa Ana (1946)
with a capacity for 400 netric tons a ﬁonth, and the other in San Salvador
(1949) with o capacity for 1,500 tons o menth,

Un the other hand, the use of pulces and crop rotation as means of
restoring nitrate go the soil cor »reserving its fertility, hos also
been expanding graduelly,

.t the present time, the rwesitdilitr of menufacturing chemical
fertilisers locolly nust e set aside, due to the lack of rew materials,
adeguate markets and energy, It would thercfore appear thaﬁjthe most

logical development would Le the increase in the manufacture of organic

1/ Fortiliscrs in Bl Salvador, World Trede in Cormoitities, Vel, VI,
~  Part 2, Wo. 30, U.5. Departrent of Commeree.

fertilisers, both
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Iertllisers, Loth uonestlcally, on the farng themselves, and commercially,
and an increase in the use of asyicultural fertilisation Jractlces,
particularly by using green fertilisers and crop rotation,

another as; ect of the cffort to 1ncrc~*e the wnit yiclds of

agriculture lics in the distribution of seeds, which is carricd out

by the Ministry of /;riculture within its programes for the selecting
ond mixing of medze, ond the iﬁport ~nd adaptation of new varicties )
of seeds for other crops waich are important for uOﬂbStlc con¢um>t13n‘
The coffee yiclds could be 00ﬁ51deruo Ly increased merely by rcplacing
the old or low productive bushes ond improving the shade facil@}ies«and
methods of cultivation, However, cfforts are also being nade to- .
better the yields by fwproving the varietics.,

The use of mechinury to xc;*cve an 1ncr°a8ﬂ in the cffquency'of
“agricultural lalour alse shows an upward trond §f :le 15 shows 1nports
of tractors Letween 1938 and 1949, The figures‘inolcute.that‘prlor
to 1945 the number of tractors in the country was very amell and in
fact mechanised sgrizulture did not erist, "The need for increasinnl
procuctive skill, uncourageld by thae spec1al condltlonu whlch Urevalled
during the war neriod, trousht about an increase in imperts, which
reachad their maximum in 1947 {when the scemulated demand abpears to
have been satisfied) in order Lo drop to a moré‘nbrmnl,level‘during
1948 and 1949, From Table 15 and information gathered from the k
machinery sclesren, it is possille to assume thet thuré arexaf‘ .
present in service in the cbuntry sore 376 ngricultural tractors,
with an averoge power of 27 H.P, Cf these, 60 per cont have wheels.,
Caterpillar tractors _ractically «ll burn diesel oil; 80 per cent |
of the whecled tractors burn zasoline, |

i
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Table 15, El,Saolvador: Imports of Tractofs from the United States

(Units and value in thousands of current'qolons)

Cateryillar troctors " Wheel tractors Total
Year Nunber Value Number Value Number Value
1938 - - z{» . ?.5 * Ll-‘ ?45
1939 7 31.0 & 4.0 9 35.0
194D 2 10.C 1 1.7 3 11.7
1941 1 1.7 I 7.8 5 9.5
1942 -1 10.0 - - | 1 10.0
1914-3 l 605 - L - l 6.5 ’
1944 9 78.5 2 L.7 11 83.2
1945 19 80,0 26 £9.0 L5 PG
1946 33 238.5 il 110.2 86 348.7
1947 25 230.5 114 279.7 142 510.2
19,8 15 195.2 28 111.7 43 307.0

Source: Foreign Commerce and Navigation of the United States.

If the figures for the cultivated area ore compared with the number
of tractors in use in 1949, it would be secn that there was apparently
one tractor for cvery 1,397 hectares, However, since there are a series
of crops such as_coffee, indigo, banana and fruits which under the* ,

conditions prevailing in El Salvador, would be impossible to nechanise,
an average which excluded these crops would provide a better idea of

the degree of mechanisation renched in those Egricultural tasks which
can be mechanised. This would show an area of 1,000 hectares for each -
tractor, Since the lands wiere row crogs are sown are largely hilly

and cannot be worked by tractor without running the risk of completely
~destroying the scils, the previous figure still is incorrect,
Unfortunztely, the information availalle does not permit the brezking
down of the figurcs of the crea under cultivation into the number of
hectares which are physically capalle of beins worked by tractor, In
spite of the forezoing, the number of tractors in the country will always
Le small, no matter by what standard it is gauged. A

The limited use of agricultural machinafy in E1 Salvador is mainly,
due to the high prices of tractors and the high cost of mninterance,

/added to the
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added to the lack =f purchasin: power of the forniers and the relative
costs of rachine lobour ond of the man-labour wnich it would replace,

As in the case of fertiliscrs, troactore arc used veory scldon for
the nroduction of foodstuffs; they arve ﬁninly uscd for the cultivation
of cane, cotton and oilsceds, It is ;ossilble to assume that consideralle
progress would e aciileved mercly Ly chongings the Ergmtian ploush and
the oxen for 2 rood tyye of rodern hard rlovgh and rules or horscs,
However, there cre no sions thot this is toking lace, in spite of the
serious limitations encowntered by technicnl prozress in apgriculture
on the basis of using tractors in o country where all the couipment ,

spares and fuel have to Le imported,

Agricultural Policy of the State .

' Until rceently the Coverneat of Bl 3nlvador nreforred to influence
agricultural develoraont Andirectly, throush n series of autonomous
entities with their own regulaulan which wore croatoed, supported and
SUb”ldlSGd by the State, The Jirst of these orgrnizstions woas the
Lsouciacidn Cafetalera (C cffee Planters Lssoci ation) of Tl Salvador,
to which 2ll the coffec croaducers talons, The lssociation studies
rroblens related to production, digtribution ond conswiption of coffee
in E1 Salvador, issues tocehniesl cnd market information to the farmers,
runs o school for training cstrote adninistrotors and mainteins close
relations with the intemationel orpanisations for defending coffee
interests, The funds which it uscs are cu,plied by the State, The
Asociecidn Cofetalora is o very powerful factor in the cconomy of TL.
Salvador, ond is the ‘TLTCL““l stereholder in the Bonco Central de
Reserva [Centrnl Deserve Bank), 27 ner cent of the sharcs; of the
Banco Hipotecario (Mort-age Bank), 75 »ur cent of the shares; and of
the Compafifa Salvadorciia de Café [Salvacdorean Coffee Conpony), 95 ner
cert of the siares:i v

The price of su-nr as well 2 nroducticn cuotas for dementic

concumpbtion, ewport licenses of this ;roduct ond immort licenses for

sugar machinery, are 2ll fixed Ly the Comisidén de Defensa izicarera
the nature and cperations of the entities

i/ For detaris o iainine
controlicd Uy “he Asocioeidn C“*e+alera, 50€.,./ arcl Credit .
in Central .ierica, Deonumic Cuicdssion for Lutin incrice,
Tocwment B/0T1Z7167, ndd.2.

wicuit

/{Comission for
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(Commission for Sugar Protection), an official entity in which the
Ministries of Asriculture arnd Economy and the mill owners are
represented, The expenses of this organisation are covered with

1/

All cott&h producers in El Salvador are obliged by law= to be

funds from the budget of the Ministry of Agriculture,

inscrited members of the Cooperativa ilgodonera Salvadorefia (Salvadorean
Cotton Cooperative), This institution is, morcover, the only one
authorised to sell the cotton used for the manufacture of yarh and
cloth within the territorial limits of the Republic, The Cooperative
is the main ginner of cotton, has an edible oils factory using '
oilsecds (mainly cottonseed) and grants credits to its members. Its
operating costs arc financed from tihie profits on th§ sale of the
menbers' cotton, 7 | k
The State has also rrotected the formation of the Cooperativa
Henequenera (Henneqpén Cocperative}, which controls the large-scale
production of this fibre and whose members are owners of the factory
which produces all -the containers made of hennequen fibre, This ‘
. last enterprise alsc enjoys concessions and privileges from the State.g/
The Aisociacidn de Ganaderos (stockbreeders Association), of
El Salvador, another guild entity maintained with public funds, owns
2C per cent of the shares of the Banco Hipotecario and runs campaigns
for improving the livestock industry,
Finally, ﬁejoramiento Social (Social Welfare) purchased lands
and has attempted a prograime of redistribution of property, without
achieviég any apparent satisfactory results. '
Agricultural credit institutions, as has been seen, were placed
under the control of the guild associations, so that in practice all
the Government support for the development of agriculture is carried
out through these groupings of farmers or autonomous entitiés of
the State. |

_ }/ Regulation for the growing of coffce.

2/ Exemption from all types of customs duties for manufoctured products
and hennequen fibre which are cexported; exemption from all fiscal and
mmicipal taxes for the company; duty free imports of all machinery
and spares used Uy the factory,

/Since 1945, without
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Since 1945, without ﬁithdra:ing supﬁort from the organis&tiens>
mentioned, the State begon to toeke steps to have é'mure direct influcnce
on the solution of ezzricultural problems. ,in that year the Centro
Nacional de sgronomfa (National Centre of Agronomy) commenced operation.
This was an experimental station set up in cooperation with . the

ﬁnitcd States Department of .\griculture, On the other hand, at the
begirnning of_l?h?lthe Ministry of .igriculture wos orzanised as a
separate portfolio, and in 1948, taking into account the fact that

the gunmber of professionals in agriculturc is extremely limited in
relation to the couniry’s requirenents, a School of hpronomy was founcded
within the Faculty of Inginecring of the National University.

~In certain aspects, this system of guild orgonisctions for

producers has achieved good results, For example, thonks to the

control cxerted by the Cooperativa Algodonera, oll the secd is
disinfected and one sole varicty is sown, so that henlthier plentations
are obtained which produce filbre of quite o uniform length, In other
casos the results of this syndicoliem have not teen so sotisfactory, . -
. In the case of suger, inefficient units have bocnvképt in production,
profiting the more efficient producers and harminy the interests-of

the consumer, In the casc of henneguen, the ronopclistic nature of

the enterprise which monufactures containers, hes eliminoted the
beneficial stimulug of cdmpetition to improve the products. |

The Ministry of .griculturc has been of considerable assistance
to farmers in combatting pests, particulorly in 1947-1948 whog it
invested more than a million colons in the Lattle agninst the locust.l
Horeover, it has experimented with agricultural mechanisation
prograrmes and the sale of chémical_fertilisors. Lowever, it does not
appoar to have c~chieved up to the present any positive results worthy
of mention, } A
The Centro Nacioncl de Agronomia, which hne invested an average
of 500,000 colons a ycor in rescarch, is trying to improve the varieties

of coffee, cereals and pulses, which constituté the Lasic foodstuffs of

1/ Ministerio de .gricultura e Industria, agricultura, afio 1, No. 1,

/the population,
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the population, and it is trying to solve thc serious problem of 5011
erosion, It has also worked fairly intensely on livestock feeding,
particularly with dry coffee pulp which has been found to have a high
proteiﬁ’content. A1) these prcblems are in an experimental stage and
have not as yet had any direct beneficicl effect on the tochnical
progress of agricultural production,

On the subject of agricultural éredit, during the last five
years the State autonomous instituticons have followed a restrictive
loan nolicy. | '

" The Banco Central has gﬁided the tredit activitics of El Salvador's
banking system by limiting exaggerated credit expansion, and preoventing,
as far as possible, the granting of direct credits; short term
opcrations have been directed ‘towards the commereial banks and the
Banco Hinotecario, This peolicy of the Banco Central produced an almost
conplete stalemate in agricultural produétion credits in the banling
institutions during the last five years, ond only a very slicht increase
in long term credit, Under the peck conditions prevelling and the
éonsequent rise in prices dnd rroduction costs, it is possible to state
that the restrictive credit policy of the Banco Central has not only
arrested expansion of bankinz credit, but has, in view of the increases
in levels of prices ond wages, led to a relative decline in the
assistance given to agriculture by the Banks., ' _

In fact, agriculturzl produvction credifs of El Salvador's banking
institutions£ varied between 2,0 and 2,1 million colens between 1945 and
1949, while those of the Central Bank have declined from 0.79 to 0.06
million colons during the- same period. The long term crédits for
agriculture have only risen from 11,6 million colons in 1945 to 13.0

million colons in l9ﬂ§c§

i/'ull figures given in this paragraph are balances as at 30 June each year,

2/ The figures on long term credit apply only to the Banco Hlpoteccrlo,
which carried out almost all oweratlons of this type in Bl Szlvador!s
banking system, In fact, since the creation of the Banco Hipotecario,
there has been a displacement of long-term credits from the commercial
banks to the Banco Hipotccario. Thus, of 14,2 million colons in long—
term loans in force (rural and urbun) in 1934, 10,7 million
corresponded to commercial tanks and 3.5 million to the Banco Hlpotecquo,
on the other hand, in 1939, of 24.6 million cclons in credits, 20,3
nillion correspundcd to the Banco Hipotecario and 4. 3 millions to the
comnbrc1al banks,

/Howcver, it should
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However, it should be stated that the sector of coffee producers
hes esceped from the controls of credit cxpansion attempted by the
denco Central de Reservd. In fact, on 30 September 1949 the coffee
grovwers had loans with the Sompﬁﬁia Salvadorefia de Café with a value
of 12,7 million colons; the greater part of which were financed by
funds ottained Ly the Company from private banks in the United States,
On 3C 3eptemver 1945, the credits of the Coffee Company amounted only’
to 2,1 million -olons, ; ’ ’ o

This situation appears to hove been revealed-in other non-banking
credit cectors, so that the increase in the demond for credit appears
to have been satisfied by merns of a displacement of borrowers towards
sources not controlled by the Centrel Banl,

The very direct and dominant . intervention. of the Asocincién
Cofetalera of Bl Salvador in the principal creiit institutions (Banco
Cantral’de Reserva, BancdnHiﬁctecaris of El Salvedor ond Compaiifa
Salvadoreiie de Cofé) explains wuy the interests of coffee hove always
received preferenticl treatment to the apparent cetrinent of tpe'

Interests of crors for domestic consumption, - , .

*
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CHAPTZIR I - INDUSTRY

Introduction -

The arricultural resources of El Salvador, if fully utiligzed, would be
sufficient not only to mect the country's food regiirements but also to
produce much rreater quantities of raw maferia“s for irdustry, There is
stil? much to be done before optimum production can be achieved, Laree
areas of land are not fully cultivated which, with adeouate irrigation
or drainage could produce valuable éropq; .The soil is the country's
fundamental ﬁat&ral resource: Farminz bé;ed on conservation principles,
and a careful selection of indusérial crops with a high yield shoult
enakle £l Salvador to provide much higher sﬁandérds of 1living for its
pbpﬁlation, Aericultural limitations must, however, be torne in mind,
particularly with regard to the future_expansion of coffee production;

The results of geological survays to.date.sug“est that mining
capacity is srall, The geolorical forrstions are almost all recent
and of volcanic origin, Only alohg the'northern ffontier, and
particularly in the northwest cornar of the country have outcroppings
of older formations been found, As a result the known mineral -
resouréés~are #ery limited indeed, and it does not appear likely that
much can be;expectédfin this field in thé immediate futufe.. Gold and
silver are the‘only minerals which are commercially exploited in small
qﬁantities 1/. There is no evidence of the existence of petrdleum or coal
and the potentialities of the exlstino deposits of- lead and iron are
not known, With the exceptlon of raw raterlals for the manufacture of
cement, and the extraction of household salt, lime, gold and silver,
uiring for the time being seems unlikely to prove an 1m“ortant source’

‘of raw materlals for industrial purposes, )

£l Salvador's capacity to produce raw vaterials is limited and

’
!

A—— ———— e . o e e e e ———

[] ‘ )
_/ The amount of cxports of non~wonetary vold isg shown in Trble 25,

/consideration should
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corsideration should thersfore be given to the possibility of obtainirg
cartain types of rrinsry goods‘for processing from neighbouring countries,
particuiarly Honduras and Nicarasua, E1 Salvader has few forests and
s7all livestock resources, but there is an abundance of labour and
relatively cheap electric energy will sopn be available f}om the plants
of iio lempa, It would therefore be feasible, for example, for El
Salvador to irort leather fram Nicaragua and timber from Hon'uras for
the development of i{g shoe industry and the menufacture of certain
types of paper and cardboard,

The use of foreign raw materials in industry has decliped during the
lest five years, in spite of the potentisl importance of these products
to the industrial development of =l Salvador, Data pﬁblished‘by the
Direccion General de istadistica and calculations made by the Jcoromic
Commission for latin America, indicete that whereas the quantum of
imports of raw materials only increased by 4 per cent between 1945 and
1949, the index of industrial production over the same period has
incrsased much more, This seems to indicate that industrial development
in these last few years has been mainly based on raw materials produced
within the country, lMNoreover, it should be noted that the type of raw
materials imported up to the present time bears no relation to the
possibilities mentiongd earlier, Present imports include mainly wheat,
tobacco, malt, Hops and seri-manufactured materialé for the manufacture
of shoes, socap, cand’es arnd pharmaceutical products,

Apart from the shortase of raw materials of domestic ofigin, the
country's industrial development is seriously hampered by the lack of
fuele with a high calorific value, the small number of. consumers, low
productivity and the small por capita income,

At present, ther-:fore, industry is of relatively little imrortance in
the economy of 5l Salvador. in 1946 it represented at current prices
only 1.6 per cent of the gross national product, The volume of
industrial produétion undoubtedly increcased during the following years,
though there are no available indicaticns of any improvement in the
position of industry, On the other hand, the substantiel increascs in
the volume and prices of agricultural products and the growth of trade
and other scrvices sug-est that the importance of industry within the
whole economy may have diminishéd somewhat ,

)  /The principal industrisl
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The principal industrial cstablishments process agricultural products
or manufacture light consumer goods, In general, the work is on a small
scalc, repres.rting insignificant capital investments and (except for
the processing of washed coffee) production is for a limited local marke
viile ocecasionally, smallvguantities are exported to neighbouring
countrieé,

Although the use of modern industrial machinery is inecrcasing, many
iniustries arae tlll at the artisan stage, In visw of the prescent stags
of industrial duVulOment, all machinery and ““"ctlcally all capital
goods have to be imported, Industry at present is mainly concentrated
n.ar the cities of 3an Salvador, Santa Ana and San tigucl,

The growth of industrial production in El Salvador has teen principally
determined by the shortare of manufactured goods on the world market and

lack of transport facilities during the Second lrorld war as well as
tv the incrsase in per capito “ucomne in recent years, Unlike the
s'tuation irp other Latin American couﬁtries, however, the composition ard
structure of irdustryr in %1 Szlvador did not chanee substantially as a
result of the war, Althoush sore new industriss ard cguipment have been
irctalled, oxransion has becn mainliy achieved by more intensive use of
alr=ndy 2xistine equipment,

Table 1R ard Chrrt 4 trace the doevelornent of the cuantum of
industrial production during.the la‘t f£ive years, Tho firures cover
the moverments of som. of the more ir-ortant irdustrics, such as the
rrocessine of wash2d coff:s, sursr, vegetarle oils, beer, civar@ttcs,
tuxtilos and henmnequen +roducts, Oth r activities of sone i-rvortance,
such as the shoe industry, alcohol end =2lccohclic beverages, soft drinks,
Lread, yreserves, sweets, hats and polm soods, salt, candles, scap,

.

matches, and furrniture have teen excluied for lack of data; as well as
the new indu.stries, which were established urder the influence of the
Second Torld. or, such as t ose for the marufacture of sulphuric acid,
ph-rmaceuticel products, iron smelting, rubber goods znd farm implements,
Althourh the indices nre based on data representing possiblyrarout 90
ror cent of the tetzl value of the inddustries, they. show the development
of L aditionsl industri=zl activities, closely linked with =zgricuiture,
rather than thne recent industrizl trends,

/The figures indicate
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The figures indicate thnt industry has expsnded more fapidly than the
popul-tion, While the popuiation has incrersed by sore 10 pef cent
between the two extremes of the périod under review, the guantum of
industrial production appears to have increased by 35 per cent, Agricultural
proiuction =t constant prices rose by 45 per cent durine the same pericd,

The Government has em~loyed different methods to encourage industria’
development, Import tariffs have been used to protéct the production of
sucar, flour, cotton textiles, vegeta“le oils, shoes and herneguen satks, -
The practice of exermpting new irdustries from taxes and a lowing dpty
free entry of new machinery and plants, which is fairly common in
‘Central America, has also been followed, Government action hes recently
been rmore direct, Certain official institutionsAand Government s
depnrtments, particularly Vejoramiente Social (Sacial Welfare), the
Comisidn Ejecutive Hidroeléctrita del Rio Lempa (szxecutive Hydro-Electric
Comrission of lio L@npa) and -the iinistry of Economy have made
rreliminory surveys for a co-ordinated iniustrialisation scheme, VNejoramientc
Social hes =lso recently installed a textile factory with 38,6@6 spind?es
and 8CC looms and the Comisidn del iio Lempa is constructing a dam with a
final capacity of 75,000 kilowatts.

Ther: is no doubt that industrialisaticn couid pfovide the population
of &1 S=lvador with outlets to olfset the country's limited capacity for
the productior of primary agsricultural =nd mincral prolucts, The
development of hydro~electric rescurces, the production of a greater
gquantity and veoriety of secondnry gocds for domestic consumption, and
of certain selected industfial articles for sesle on the international
market, as well as the increased processing of the traditionsl pri-ary
exvort coods, should help to raise the level of income, The policy of
industrial developm:nt znd the efforts now b-ing made to establish a
capital market are therefore steps in the riesht directior, Nevertheless,
the process of capital formation should be ac-elerated by taking full
advantace of the opportunities provided v the substantial improvement
in the terms of trade, Tiis would entail increasing the proportion '
of international sxpenditure for the purpose of purchasing reproductive

goods, and preventing the export of savings formed within the country,

/Table 16
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Table 16, 11 Salvador: Index of quantum of Industrial.-Froduction g/
1948 = 100
1945 1946 . 1947 1949
Foodstuffs and buverages a3 80 105 110
Textiles N 79 108 113 E/
Building materials 66 79 69 114
Hernequen articles . 108 96 122 104 b/
Total ’ 81 79 105 110

Sources: Direccidn Teneral de .stadistica, Anuarios lstadisticos; ..houssy,

Bconomis Agric.la Szlvadorefia; Armour RZeseszrch Foundation,
Preliminary Technological Survey for the

; of Bl Salvador.

a/ The 'ndex numbers presented in this table were calculated on the basis
of the valug added bty industrial processes in the headlngs indicated,
”ha 1347 prices were used fcr weighting,

b/ CIA -~stimrtes based on the anparent consumption of raw materials,

E)
.

Production and Consumrticn of energy

The absence of suitable fu:ls is onc of the prirncipal hindrances to the

inlustrial develobmant of Z1 S:lvador,
Until new wood has been the prineipel
the orly nutural resource exploited on a

of energy and heat, However, the almost

resources, together with urban and industrial growth, hnve led to other
scurces of ensrgy being used., During recent ywars, cane bagasse and
coffee pulp and shell have been used as substitutes for wood in almost’
2ll suger, unrefined sugmr and ccffee plantation, and the country's
consumption of petroleum and elgctric energy has increased considerably,
A1l petroieum #na 1ts derivatives wce¢ dmported,

ther= are no signs of the exdstence of petroleum in

other hand, there are no coal resources,

deposits, but the oroduct is of ppor Quality and is
suiteble for combustion, Hﬁile there is a shortage

high calorific velue, the potential hydro-electric resources are

fuel used,

large scale for the production
total destruction of the forest .

There are

Bl Szlvador,

and is practical’

a few L}_.ﬁn&&hit e
not considered

of -fuels with a

considerable in compairison with the size of the country; and the

development of these resources ﬁas scarcely begun,

Tables 17 and 18 trace the develénment of apparent consumption of

/fuels and electric

-

Industrial Development

~r

o

*
X

Up to the present
On the
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fuzls snd electric power b.twesn 1945 and 1949, }/ "The *ipures indicste
thet veood is still by far the most important sourcs of encroy, Feovertheless,
it may be obs.rved that whils the consunption of this fuel keeps pace
with the ircrease in the populstion, consumption of other sources cf

orgy shovis an obvious upwsrd trend, The expinnation for this lies in

: fact that wood 1is being rsleeoated nlmost exclusively to houschold uscs,
The for.sts were destroyed by usineg weod on the railwars, in the coffec
plants and susar mills, in refining gold and silver and in the )
production of lirc and houschold szlt, nowever, wood for these ises
has 41rb1d boon partially or entirely substituted by othur fuels, This
rrocess of substitution continues due to the incrensing shortage of wood,
Zven wood for houschold us¢ has besun to be replaced by other fusls with
2 higher calorific 2/ value and by electricity, i thic processing
irdustries have begun to use petroleum for their toilers to supplement
the burners of vezoetable residu., ~nd to depend more =rd more on
privete generatine plents or on puklic services to obtmin unersy,

7

Takle 17, Zl Salvndor: Anparent Jonqumrulow ef Patroleum 2nd
Nerivetives, nool and Vegetable lesiduc

‘(Thousends of mztric tons)

Yenr Petroloum a/ Gasoline Feroscne Wood

T T ‘ ' "51duas
1945 26 6 2 2,346 25
1946 30 : .1l 3 2,396 144
1947 37 15 3 2 ,Le5 208
les8 L8 2C L 2,440 210
1949 53 23 L 2,457 240

-

-

Sources: For the data on pbtrolbum ard derivatives, Anuarios istadisticos
de Comcercio “xterior, Dirzceidn General db Ustadisticny for
wood nnd veostnble residues, Departrent of Economic Studies of
the i ifistry of Agriculture,

)
~

Includes petroleum, diesel oil and other fusl oils,

1/ 1In order to make a comparison betwesn the different sources of cnergy,
the deata dn Table 17 hove boen roduced to Kllowatt hours of clicetric
equivalent in Toblc 18, Thuse fimires should be taken as general
indications rather than as exact measures of the annuzl consurrtion of
encrgy, mainly duc to the somewh t zmple morgin of ¢rror whieh must
exist in estirates on the corsumption of wood =nd vegetavle residues,
to the approximaticns provided by the conversion methods used, and to
the fact thet the :juantities of pitreleum and its deriv:tives which are
storezd from one y.ur to anothcer are unknewn,

/ Prrticulerly keresane 2nd natural ps troleun zos seld in a liguid form
in hien vressure containers,

L]

/Table 18,



T/Ci,12/217/0dd ., 6

Pape LS
Tahle 18, E1l Salvador: . Total Apparent Ccnsumptionlhf snerey
Classified by Orizin
(Millicns of Kwh of Blectrie iquivelent)a/

Year  Elcctricity  Vegotable  Petrolsum and Wood  Total — Ratio

Residues dérivttiVes‘g/ 1948 = 10C
1945 41 53 78 1,196 1,368 8s
19468 L3 60 101 1,222 1,426 9%
1647 L5 87 1286 1,237 1,495 . 97
1948 L7 28 162 1.0L5  1.54L7 100
1949 68 100 - 17¢ 1,253 1,591 163

Scurce: Table 1, Corisidn Meciomal da Glectricidad and Corisidn
Ejecutiva Hidroelsctrica del Hio Lempa,

a2/ Conversions to electric equiva .ent made by the tconomic Commissicn
for Latin Amirica following thc methods which appenr in Appendix E
of Encregy lesources of the “orld (U.,S, Depnriment of State, 1949 .
b/ Excludes petroleum used in the renerating plants,

’

i

Table 19, E1 Salvador: Apparent Consumption of dnergy sxcluding Vood
bnergy
- (hillions of Kilowatt Hours)

Yeor  Vegetable Patroleum Gasoline  XKeroscne  Rlectricity Total Ratio
- LR BER DA stroleul waboLd rosene Lraglity  A0La. atLo

Residues a/ 1948 =
3 Too
1945 53 58 15 5 L1 172 57
1946 60 67 27 7 43 204 67
1947 87 , B2 37 7 L5 258 85
1548 88 169 49 " L7 - 303 100
1949 100 103 57 10 . 68 338 112

Sources Scve Table 18,
a/ Includes petroleum, dizsel oil and other fuel oils, Excludes the
uantities of potrolcum used in the zenersting pleqnts,
Table 19 shows the a rarcnt consumption of encrgy oxcluding wood,
The figures indicnte thot, while in the 1945-49 poriod the incrcase
in the total per capita consumption was only & peér cent, the increase

in the per capita consumption of petroleum derivatives, electricity

/and vigetable
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veg table rosiduss was 84 per cent, 1/

he repid increase in the consurptiorn of these fucls (which it is

inter-sting to anilyse sinc. they heve hed the most decided influence

on the courtry's economic developmant) wns due to the substitution of

wood
of t

v
agri
suza
dori

smal

yeor,

5CC0
prod
T

already describ.d, to indmstrial development and to the incronsc
ransport, porticularly »ftcr the end of the Sscond sorld \ar,
cgeteble residucs constitute the pr1n01p11 fu,l uscd 1n the

cultural processing industries, particularly thOSu of suger, brown
r ond coffee, DLlectricity is mrinly ussd for 1ight@ng. Petroisum
vatives arc consum:d mainly-by transpoit. Until 1949 only a very

1 purcentage of putroleum wes wransformed into =lcctricity. In thet
sdditional genorating plants were built for a little more than
kilowatts, and rbout 27 millicn kilowett “oure of elsctricity wur
uc.d with pstroleum by public utility campanics, 2/

W production of ¢lectric encrgy for public use hes developed slowly

duec to the paucity of naturnl fuel- roscurces, The principal re-scn

fior

this scems to 11z im the fact that until recently, invostments of

rrivate eorital in th's activity were rot coﬁsidcrtd vory remuncrs tive

inec

Saeo

obtai

Th>

cons

ornarison with invostments in othor ’rtarprlsys  Forcover, durirg the
»d “iorld *-r and the yerrs which followed, it wes difficulit to ‘
in th2 rachinery req»ired to incruese proquctlcn of sl:ctric cnerev,
mrlority of the hvdro-electric plants now in scrvics were

truct:d in the nsriod 1916-1924, when the sxpansion in public

pY

-

The totrl consumptlon of e¢n. rgy per capite in &l Salvador has increnssi,
fror ~pproximetely 698 Kwh in 1945 to 735 kwh in 1949, In 1937,
according to :stim-tus nnde by CLA, on th. bisis of offici-~l

estim~tes of fuel and electricity consumption, this firure w-os 870 Hwh,
The world average for the same year, =2ccording to ths calculaticns

in in rgy .iesourccs of the vorld wes 1675 kwh ~=nd the diiference
between rnnurl pir ene it~ consumeti-n in =1 Salve dor nd in the rost

“industrialised centrus of the world wes over 3C{i{ kwh, The

caleul-tions in “n.rgy {esources of th. world indic~te 2 p.r capitn
consumrtion for sl Snivedor, 'n 1937 of only 16C Kwh, The difference
between ZCLA's :sti “tes znd those cf the ULS, bLepartoont of State lic,
principally in the faet thet the l-tter seems to hrve undersostimnted

the consumrticn of wood end omitted from its eslculstions the consumption
of vegetuble rosidues, which constituie th. wost 1nyort<nt fuel for

1 5nlvedor's processing industrics,

th, 1, Faison, w:port prescnted to the 3I F on tho proq et for davelopmint

~of hydro-nlictric enirgy -t the site of Cherrers del Juryabo, 1949,

/Yighting and the
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lighting and the manufacture of i¢e encouraged the form.tion of central
utility services, mainly supplidd by hydro-eleciric plants-hot:dependent
on large:.rescrvoirs, In recent years, the.greater part of the néw
installed éapécity has cove from diesel engines and turbo-generators, but
‘with the hydro-2leetrie plants under construction in lio Lempa this can
be considered a provisional trend, possibly motivated by the nceed to
increasu‘the supply of electric power rapidly and to puf the scrvice on
a normal footing, Because of ths great demend for energy =nd the.
inadequacy of'the existing instzllations, this service hed fallen far
below the acceptable levels of efficiency, ;/

The total installed capacity in El Salvador in 1949 was aprroximately
33,500 kilowatts, of which 18,450 were supplied by the public utility
systems and the rest by over 20C privete irdustrial planté, independent
one fron the other, Almost 75 pcr cent of the power supplied by these
separate plants came from direct-coupled turbo~zeneratens, The
principal fuels uséd-by these plants were cane bagasse and coffee rulp
and éhell. The romaining 25 per cent of the installed capacity in |
private hands used diesel oil or petroleum, 2/ ‘

The lar-ge number of individual private plants proves thot there was a
markad irsufficiency in the public scrvices for the‘production of enercy,.
. In 1949 the 18,450 kilowatts of powsr in public utilities wcre
distributed between 34 plonts, the capacity of the larcest being only
5,00C kilowntts, Of the totzl, 9,125 kilowatts were hyiro-elsctric
>nd 9,325 kilowatts warc thoermo-clectric, The number of consumers, in
£l Salvador, was 37,146, only 7,456 of whom had a meter serviée,
Irdustrial consumers were'includédvin this last figure, but it is
impossible to determine their exact numbsr or their consumption of
energy, In 1949, two small plonts for the production of 1,850
kilowatts of hydro-zlectric power wers under inst2llation, 3/

The situation has chenged in the last five years, from the time

when hydro-electric installations predominated, Of a total of 11,2CG

1/ H, R, Faison,op, cit,, prge 40
2/ H, R, Faison, op, cit,, page L9
3/ Harza Engineering Co,, Report on Chorrera del Guoyabo,

/kilowztts of power
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kilowetts of powor installed-in public utilitics in 1645, 8,87C kilow:tts

v

wore hydraulic end 2,33C thermic,

The centrzl and westorn regions of the country rre now served, (though
not »~dszquately) by an inter-connected system with tronsmissisn lines for
35, 22 =2nd 13 ki}ovolts. This is not the case in the easterrn region,
which hes scven nublic utility systems which are not yot interconnect.d,

El Selvedor myst neczssorily te'cc its energy resources irto 2ccount
in plannine its pro -remmes of industri-~l develorment. The producticn
of encrev usirg demestic clements is confinad -t lerst for the present,
to ths possibilities of clectrificrtion »nd to the energy which could beo
produczd br us'ne the 5gricultur:l or industrial residues. The value
of c-ne bagessn and coffee wulp rs industrial raw moterial nnd ecattlc
fodder, respectively, plus the important outlay of forelgn exchange
recuired for su-plies of fuel with high heating volue (see Tobie 20),
make 1t sven morce urgently necessary for the country to make substantisl
increascs in the productiin of hydro-:icetric nergy, *

In 1939 the Comisidn Nacirnal de Electricidnd {F-tional wlectricity
Commissicon) 1/ began to carry out surveys on the dio Lempr ¢t a point
known =s La Fintada, which were continu-d by the Comisidn ojecutiva
Hidroelictrics del iio Lempa (C...) ofter its inception in 1945, On the
basis of thuse surveys ~nd the study of the river flow over 2 period
of twenty wears, the Commission made its calculstions for predicting
veri~tions in wotir livels -t the critical points,

Frpm the sites surveyed, CEL chose Cherrera del Guoyabe for the
construction of the first important dnm, with a capacity of 75,000
kilowstts, In a“#ition to the fu=yabo reservoir, of 158 million
cublc mitres, ther: were projucts for storing -nd controliing the
water in the Suija Lake, which will provide an additicnal 200 million

cubie metrss,

1/ Goverrment bodv founded in 1936 to ~drinister th: laws regul-ting
the rroduction ond distribution of .lcctricity for public scrvice,

T /Trble 20,
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Table 20, Bl Salvador: - Vhlue of Imoorts of Fuels

(Thousands of current colons)

Year  Petroleum Gasoline Kerosene Total % of General Imports

1945 788 - 521 114 1,423 4,2
1946 817 825 157 1,799 3.4
1947 1,396 1,450 299 - 3,145 3.4
1948 2,381 2,305 385 5, "o71 4,8
1949 2,667 2,711 L3 5, ‘821 5,9

Seurce; Aruarios istadisticos de Comcr01o mxterior Direcclon General
de :stadistica,

a/ Includes crude petro;eum, diesel oil and othar fuel oils,

The first.stage of the plans and budgets of expenditure already
‘aﬁproved include an initial development in the Cherrera del Guayabo
for 30,000 kilowatts, at a tetal cost of 44,35 million colens, 1/

It is estimated that this instaliation will produce, with a 50 per
cont lord factor, an annual average ofknet;éncrgy for sale in San
Salvador, of 182 million kilgwatt hoﬁrs, of whiéh 132 million kilowatt -
héurs will be steady power and the rest will be produced during‘the
‘reiny scason, For this stege of tho work two high tension lines are
planned one of 115 kilovolts, to conrect El Guayabo with San Salquor
and the western and central electric network, and =nother of 35 kilovolts
to link El Guayabo to San figucl and the eastern n»twork whlch has bsen
‘planned, ’ : : 0 ’ : R

The hydro-slectric development of the Lempa‘ﬁas-been financed by:
means of a loan from the International Bank of,Reéonsﬁfuction and
Development for 31.25 millionlcoloﬁs and an-irternal loan for 13,1
million colons, which will eover the cost of the project,

According to calculations .of CEL, the new -plant will begin to
produce in 1952, and by 1956, all the encrgy“ébtéinable from the first
stége of developmght of El Guayabo will hdve been éold It will then
be possible to cammence expansion until the maximum cap301ty of 75 Oﬂo
kilowatts is reached, o '

1/ This figure includes the cost of the dam, installation, transmission
lines and the work of storing and regulating the volume of the
buija Lake, |

/The energy of. . ‘
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The tnirgy of the Lumpa plants will be distributed by the Cil through
the;pri%ate,campanies »lrzady in exiétehcé, through the municipdir“‘
corporations and consum rs' coop:rativas, o

n the basis of calcul~tions mede up to the present, it is possikle
to predict A production cost of 0,0175 colons per kilowntt hour deliversd
in San Salvedor. At 1949 prices, a kilowntt hour produccd with diesel
oil cost 0,0476 colons, while a kilow=tt hour produced with steam’
plants cost 0,0253 colons,.excluiing adrinistrativse cosﬁs,‘ o .
~ The present load psr eapita in Zl Salvador is 0,01 kilowﬁits, compared
with 0,08 in Uruga~y, 0,05 ianufpto 8ico, G,05 in Mexico and 0,30 in the
United States, Bg aiding 75,00C kilowstts to thébGufyabo instatlstiors
(nt full capacity) this per coarpite avcrage‘would~on1y be raised to
0.035 kilowntts, '
i'arkets » SR U .

Except for the processing of washug coffee, 01l the other industries
of E1 S~lvndor nucessarily depend on domestic demond 2s their main‘
incentivs to .xp@nd, This mnrket is very lirdted, not only by the number
f consum. rs but alse by the extent of thelr purchasing power, The
n=tion~l per dzpita income seems to have risen from 200 colons (80 dollars)
"~ to a2lmost 325 colons (136 doll-rs) betwzen 1945 and 1949 (sce Teble 23)
>nd the increases in coffce prices have undoubﬁadly meant an increzse in
renl income insofnr as thiy have sipnified an improvement in the tcrms
of tr=de, NeVefthzless, recent cstimates indic-te thot of a total
populstion of two million iﬁhabit?nts, only 10 per coent hes a purchasing
pover sufficient to havé any appreciable bz=ring on the,dévolopmant of
industrial rnaduction, o

In 19A6? 90 per eept of fomilics in 21 Salvador received incomss
of less than 1200 colons (420 dollﬂrs),‘ Foreover, thess Tamilics wire

reinl rural,

so that a loree part of their income was rociived in kind
~nd not in moncv (s=e Table 21), Th: urban porul»tion app.~rs to have
slichtly hiéhar.iﬁcémes, since the distribﬁticn of frmily ircomes of
citv dwel®:rs in 1949 indic-tes thot 20 pir cent of the familics hed

T=ble 22),

'y

incomss exceeding 1440 colors (576 doll-rs - su
Industrial dovelopront zrd the size of the demestic murket nre cleoculy
ti.d to thuse stand ids of living, Only =n improvement in the purchasing

/power of the
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/

power of the mass of the popul;tion,'which at present’ only constitutes,
n group of potentinl consumbrs, ‘could lead to 1ntensified industrial
cvelopment on ~ solld conrmercial bagis.

The vicious circle inherent in this situation can be broken through
an incrcased productivity, thot is, through improvements in technical
skill

The chaptur ‘on agriculture indicated the 1ow standﬂrds of prcductlvity

“which prevail in thnot sector of the economy ~rd the efforts made in
rccent yerrs te improve them, -As far as,industry is conc*rned no
specific data, on productivity is avpllnble- however, it may be supposed
thrt the standard is a2lmost as low #s in agrlculture, since mnst of the
equipment and methods used are antiquated, and a large amount of lnbour
is employed, while the unsatisfacﬁory competitive conditions Are another
unfavourable factor, On the other'hand, e.rtain mgasures were. taken in
earlier y:ars which hampered industrial progress, rcstraining the efforts
to achieve increases in the levéls of productivity, These measures
includad exgmplﬁs of the,prohibition of the use of machinery in the shoe
industry, and State protaction for handwoven textiles, l/

Thrre is plenty of avallsble lrbour in E1l Salvador, =nd this fact,
combin~d with th: country's ccograrhic position in ths Central Amcrican
or<a and the present opportunities for cnpital formation offercd by the
high coffces prices and the improvement of the terms of trade, sucgests
that 51 Salvador micht also produce a cortain numbur of- articles for the
international mrrket, particulerly directed towards neighbouring
countries, .

The standards of -living in the rsgidn are similar to those cxisting
in E1l Salvador, Thus, the potential foreign market of the easily
accessible bordgq_r;gions might 2lso be small; novertheless, the
possibilities of E1 Salvador's industrial development would be considerably
cxpended by taking full adve nt ¢ of such mnrk¢ts

1/ 1In cases where thesc can be made by mechine,

/Table 21,
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Categorics of Family Income, 1946

(In Colons per Family)

Annu~l income  Average Mo, of Ho, of ?.of total

i income. £ am%}es persons Ropulation
Less then AC 5846 240,000 1,200,000 6C.0
- 1,500 877.5 120,000 800 COC 30.0
1,2co - 2,400 1,749 .5 20,000 100,000 5.0
2400 - 3,60 ) 911.L 10,0CC 50,000 2.5
Cver 3,800 12,528,0 10,000 5C.0CC 2.5
1,097.5 LG, 000 2,000, 00C 100,0

—— st - i

Adepted by ECT4 from ilonry C, b

Source: ellich =nd J, Adler, Froveccioncs
chﬁé;ic 5 de 1lns fir-rz-s ﬁubv‘ﬁﬁs Un &euudlo uApvtlm»nt 1 on
£l Sa° vcior Forndo de Lultura Acorowlc s 1949,
_ . |
Tzble 22, Bl S~ivador: Jistribution of th! Incoros of Urbnn

Frrizics,

L2915,

(Colens per Farily)

Arrual income Fumb.r of familiws Nuabir ‘of p.rsons 7 or Urb=n
’ o o thul tlon
Less than 60€ 15.000 75,0C¢ 10
6 -  9eC 9 Lt 450, 0CC 60
G6C - 1,440 5,00 75,000 10
1,440 - 3,070 15 200 75,00C 1C
C 3,000 - B 00 7,500 37,50C 5
over 6,000 7,500 37,500 . 5
15C .00 75C,0CC 100

Pubiic Adrminictrrtion
Salvador, 1949,

Sourco:

Cervice,

Cavital form=ticn

The possibility of mo¥ine n.w copit 1 inv.stments in

influsnezd b the

which in turm -rs

form-tion, Nevorit to erab’ta

slose,

incrensed, ths country ro.cls hon

weonomy

It is clenrly urgently vecessary to raise

2

lovr produetivity ~nd srnll
clossly relat d to the
the 1"31,{5

vy inv.str

Fzpert on Housing in Z1

£l Salvador is

pir ¢ nita income, fnctors

lew deeree of vxdstirg caritzl

of duvelopm:nt to be
nts in 211 scctors of its

the

rota of investment to
/ths meximun,

»
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the maximum, Apart fram the prev«iling low income 1evels the pseuliar
conditions of El S%lvador”% economy,’ p?rticulquy the shortage of new

" farm lands and the absence of fuels impose certain conditxons for
achleving 2 faster rate of dLv lopment Such devvlopment wo&Li
necessarily ontail the tying up_of considerable amounts of lcng—tanm P
capital 'in projects for preparing lands by means of. irrigation, drainage
and soil conservation schemes, in the construction of hydro—electric V
Installations and in the mechanisation of existing farming and industrial
processes, or in the 1ntroductien of others which would provide new..
sources of activity. N - : R Kf*‘

In spite of pr=sent limitations for capital formﬁtion, thc oountry hﬂs j;
been daveloplng with its own resources in recent years, Foreign j» ' f
investments hava re@alned at a vcry low level in spite of the favéuraﬁle i.~ 
conditions created by ths free exchahze market and by the stability of .
ths exchange since 1934, This may sossibly-be due to the absence of
:lﬂrge min. ral risources .v.to the ghortage of Jends suitnble for growing
bananas, which Havp up to now bcen the principal 1ncent1ves for the
investmenﬁ of forsign capital in nslghbouring regions, On the other
hend ,the domestiq market is too small to encourage foreign investment
in industries which cater for it, while the delay in servicing the
foreign debt at the end of the 'thirties may alsc have discouraged
foreign investors,

Thzre is insufficient informntien - vailable to estimate the real size.
of the nut investmonts made in the country during the last five years,

In pvrtlculqr there ~re no data rels ting to withdrawals of 1nvestments g
=znd the replacement rate of fixed cepltal Nevertheless based on the -
w‘occ&31onﬁl figures availablu, it has been astimatod that ‘the rate of ,
gross investments made within and outside tne country hes varied possibly
between 10 and 16 per cent between 1945 and 1949, incraasing during the
period mentioned until it reached its maximum in the ycar 19&9 (586
Table 23), ‘ '

Bcaring in mind the increase in the populatlon, the gross. rate of

inve stment would be very low for the country, pzrtlcularly as there is
a négative movement of capital in the balance of payments and that such
movement tends to be more pronounced during those years when“the rate of

investment has been highest, This can be proved by comparing the figures

in tables 23 and 25a,
/Table 23,
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Table 23, E1l Salvador: . Estimate of the A ts of Gross Inv;stggg&_g/

loks  1gk6 1947 198 199

3al~pce of Payments,

Surplus in current naccount 15,7 8,5 - 7.1 3,9 38,9
Imports of capitnl gooﬁs 7.1 12.0 25,5 32,1 28,1
Value ndded to capitcl goods 2,5 L.2 8.9 11,2 9.8
Valus added by building 12,6 15,0 215 31.7 33,0
Sowinegs of coffce and . | ) :

sovzments of cetule stocks 0.9 1.0 3.8 7.0 L.0
Tot=1 of gross internal J

ond foreign investments 38.8 - 40,7 66.8 85.9 113.8
Gross NdE£Onal Incomc '398,0 435,0 596G .0 651‘05' 705.0
date of gross investment 9.7 9.4 11.3 13.0 16,1

Source:  Econanic Commission for L-tin Americes

2/ The total of gross internal znd foreign invistments hos beun zstirated
by SCLA on the basis of the officirl drt~ of the Balance of Prym.nts,
imnorts of ¢-pital goods, increascs in cattlc stocks and budget
surpluses, and the sporadic figures available on the value ndded by
construction and new coffee plantations, oOCLA 2lso estir~tes that 45
per cunt of the cif value of copital goods (excluding building
moterinls) is added to imports within the country,

E/ For 1945 ~nd 1946 the figures on th- sross national income were taken
from H.C, ¥allich rnd J, H, Adler, Provscciores econdmic~s de las
fin=nz~s publicas: Un cstudio :xpzrim.rt»l =n ») Salv-dor, (Fondo dc
Julturn jcomorica 1949), For the reraining vinrs, .CL4 wstimates

mrde on tho bzsis of available d=ta on production of coods ard Stote

exrenditure, -

Or the othur hand, there is a very rorked tendeney to invest in real
gstite or stocks of _xport businesst:s, Thare is therefore an arpirent
relucttncc to inv st roney in éntorpris.s of 2 rors risky ntture, among
which misht b: includsd now indust 4:s or works nscessorv for increasing
the productivity of those ~lrendy in wxistence, At presunt &1 Salvedor
is »n .xportir of crpitnl, At the seme tie inv: stmonts ore not always
mrde in the cecoromic sictors most suitzble for increising the rate of
development, . 1n viow of this, »nd of th: situ-tion déscribed 2t the
beginning of the peragraph, the necess-ry incontives should be provided
to wncournge dam.stic croital to accert the somewhnt unfomiliar risks off.red

/by new entoerpriscs,
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In recent yeors the only bond subsériptiou of .any importance hos becn
that for guaranteed amortizible bonds of the Comisidn Ejecutiva
Fidrceléctrica del Rio~Lempe, ‘

The tetal issue wes 13,1 million colons; it was subscribed very rapidly
»nd is baiﬁg prid in the manncr shown in table 24, These funds will be
invested in local l=bour and materials to be used in constructing the
d=m of Chorrera del Guayabo, The bonds cxpire on 15 January 1975, the
Comisién Ejecutiva Hidroclictrica del Rio Lempa is dircctly responsible
for them, and paymcnt of intcrests and cnvital, bylthe Republic is
unconditionally gurranteed; thsr rre oxempt f;dm 211 présent or future
taxes, pay 5 per cant annusl interest, payab]e every six months, will be
amortized by lot after 15 July lés&, and may be totally redeemed at
the option of the Comisidn Hidroeldctricn del Rio Lempa at 15 days' notice,

This shows th-t the bonds offer very great sdvantages, In faét,
this is a type of investment without risks, Nevertheless, investments
by private individuals have been relotively smell, This effort, however,
enjoys the ungquestionable morit of heving been the first of its kind
in a meney market which is not used to these transactions, It will be
interesting for the country to see wheth=r in future it will bec possible
to maint2in a constant flow of corital for productive investment towards -
those sectors of the economy which most reguire it,

The substantial improvement in the tcrms of trade and in the c%paciﬁy
to import which have taken place during the last five years, the good
coffee hrrvests .and the prospects th~t the high coffec prices on the
world marke£ will continue, give the country a very tongible onporiunity
for raising its rate of crpital formmation, As long as these favourable
conditions prevail, the economy would tenefit considerably from any
efforts designed to give preference to imports of reproductive goods, to
increase the percentage of Government expenditure assigned to'gapi%al
form=tion and to give priv:te domestic eapital all the incentives

necessary to prevent its emigration,

/Table 24,
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" Table 24, . El S-lvndor: Distribution of Heldings arnd Dcnominntions

Government

" Stnts institutions
Commercirl Banks
Limited Componics
rrivate individuals
Privotc individu-ls
Priv-te ,ndividuals
Centrsl Bank
Cerntral Bank

of Guarrnteed amortizable 5 per cent Bonds
"By the Comisidn ajecutiva Hidroolectricn -
del Rio Lempn 2/

(Thousinds of colons)

Arount of bonds Bonds paid for
subscribed Denomination Amount.
a,ooo.o 1,000 - 4,000 .0

1,500,0 - -

2,885,0 | 1,600 2,885,0
. 450,0 ‘ 1,0C0 450,C
-2,492,0 - . 1,000 ‘ 2,008.0
- ’ 500 94,0
- 1co 66.9
1,772.,9 500 2,0
- 10G 0,2
13,100,C 9,506,1

. Source' 3anco Centrﬁl de Reserva of Sl Salvador

“/ Totzl issue 13,1 million colons, Th¢ table shows the state of
‘placement =t 30 Janusry 1951, ,
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CHAPTER III Forfmsw TRADE

Foreign trade has in recent years representeé only about 15 per
cent of the gross natlonal product —-though its qualitative importance
to the country's economy -is much greater, In fact, the small degree of
industrialisation and economic diversiflcation which exist in El1 Salvador
‘implles that the majority of manufactured gcods, particularly durable
consumer goods and capital goods, have to be obtained outside the country .
and paid for with exports, The fact that the economi¢ interests .
represented by the organised ngup of coffee producers are identified
with forelgn trade, makes that trade all the more important within the
economy of E1 Salvador. . . , .

Characteristlcs of the Export Trade

The information on international receipts analysed in Table 25, ‘
indicates that about 8C per cent of the foreign exnhange obtained each
year is derived from exports of coffee. This makes El Salvador a i
one~crop exporter and implies that, in the final'instance, the state
of its economy is in direct ratio to the volume and price of the .
coffee harvest,

‘The slight agricultural and industrial diversification which took
place between the Second World VWar and the present time has somewhat
lessened the overwhelming dependence of the economy on coffes, Exports
of Other‘products,:whfch only represented about 6,0 per cent of the
- total in 1937-~38, rose to 19.5 per cent in 1948, The principal new

-— - —

17 H. Wallich and J, Adler, Proyecciones Econémicas de las Finanzas,
un estudio experimental en El Szlvador, Fondo de Cultura sconfmica,l949.

2/ Chapter I of this report deals with the control exercised by these
coffee planters' associations on the coffee company and on the Banco
iCentral; on the other hand, the majority of the principal producers
are in turn coffee exporters.

/ Table 25.° -
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Table 25, ©  El Sa lVﬂior Balance of Payments 1045 - 1949 %fculpts

(In thousands: of colons)

1345 1946 1547 1948 1949
Trarsactions 1n currtnt
account: . ) 57,725 70,800 112,016 123,629 154,203
1, Morchandisc 1/ ‘ 52,821 63,424 99, 135 112,316 140,526
© (Sxport of coffuc) (46,733) (51.571) (84.253) (50,417)(119,CC2)

(cxport of othcr goods)  (5,888) (11,853) (14,882) (21,899) (21,524)

2, Net cxports of- non-monctary
‘ gold 616 1,564 367 1,038 1,483
3. Travelling expenscs b/ 687 1,264 2,022 - 3,662 L, 503
L. Dividcnds ard interests ¢/ 250 465 536 585 832
5. Governmint cxpens:s d/ 256 40C 824 1,074 834
6. Don~ticns ¢/ 1,032 726 683 253 278
7. Othr items in curr-nt -
account including :
insurance £/ 2,471 2,957 8,452 4,694 5,648
Loverents of capital (net) - - - - -

Ch~nges in th. gold, mon-t-ry
#nd £ relern 2xchan-: res rves ‘ . ‘
(n2t) - 711 10,430 - -

irrors or omissions g/ 405 - . - - -

~Source: 3almnce of Paymunts of El1 S~lvador, 2-nco Contral de iflcs:rvn,
a/ Exports fob,

b/ For the v:iars prior to 1947 ths ficures src brsed on <stimnates for

T tourist xporscs, fram 1947 on thor includ: the total for troveller's
checues, letters of credit ~pd forci~n currercics rurchesed b loenl
h"rks to ™ot travillirg expenses, ’

c/ Profits obtrir:d from investments by "oc”’ banks in foreign shnris,
and int. rosts on forcign debt bonds,

4/ ixperscs of forzipgn missi-ns ~nd consul~tes ccerzdited to the country,

2/ B2s.d prircinnlly on =n sstimnte of privet: don-tions 2nd includes
- movernme nt riczipts from abroad in the fore of donstirns from the
Unitzd St-tus and oth.r simil-r items,

f/ Indemnitics p2id by forsiegn companics for 1if: insurance and fire
in U1 S-lvador, This snme erdine -lso includos remittances of
savings by th¢ workers, poersirns, ndriristrative oxpenses of foreign
corvrni .s, com.issions, .tc, ’

g/ ﬁesidue of other itums,
/Tablc 254,
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Toble 25a, El Salvador: . Baolance of Payments 1945-1949 Disburserents
(In thousands of colons)
1945 1946 1947 1948 1549
Transactions in current
nccount. Lz ,C15 62,323 104,963 119,774 115,265
1. Ferchandise q/ 33, ?51 52,125 91,860 103,626 98,190

(Imports of coffze) - - -
(Imports ofoth:r goods)(33, 751) (52, 145) (91,860) (103,626) (98,190)

2, Het imports of non~monetary
qold . - - - - -
3. Travelling wxpenses b/ 4,282 4,907 5,217 7,511 7,636
4. Dividends ﬁnd intoercsts
c/ 1,313 2,053 2,986 3,560 3,551
5, Government cxpenses 4/ 645 1,108 1,915 1,578 2,338
-6, Donations ¢f 60 70 91 - C
7. Other items in current
account including
insurance f/ 2,145 2,060 2,894 3,400 3,500
Vovements of capital (n.t) 7 020 8,761 15,088 2,092 27,140

Changes in gold monctary ~nd
foreign exchanee res rves

(net) 9,095 = - 1,148 6,561
irrors or omissions g/ - 427’ 2,398 615 5,238

Source: Brlance of Paymnts of E1l Salvador, Binco Central de Russrva,

a/ Imrorts cif,

b/ For the wears orior to 1947 the fisurcs ~re boszd on :stimates for
tourist cxpenqes, from 1947 on, they include the tota  for
travellers chequaes, lettirs of credit ~nd forcign currency sold by
locnl banks to me.t travelling expenses, ns well as faris sold by
the aviation companics,

¢/ Inter sts pnid on the foreimm debh, as well es dividends ~nd profits
reritted to companizs and ro 51dapts abroad,

d/ Expenses for maintain.ng the foreign s.rvice, missions, scholnrships
ete, ' :

¢/ Based prineipilly on nn cstimate of private donations,
£/ Premiums pnid to foreign lifv insurance ~nd fire insurance companics
operating in #1 Salvador, This item also includes commurication

cxpenses, subscriptions, tickets for foreign lotturies, cte,

g/ -Residpe of othor items,
/export items are
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export items are vegetable oils, cotton and cotton textiles, sugar and
ricg; though coffee still dominates foreign trade and will probably
continue to do so for a long time, ' ,

" During the last few years the country sold over 70 per cent of its
exportable products to the United States, and is therefore almost
entirelf dependent on a single market for the foreign exchange required
to finance its imports, The obvious risks of an export trade based on
the sale of one single product to one single market, have been partly
offset in the case of Bl Salvador by certain aspects of the market for
mild coffees in the United States, so that the country has had little
difficulty in selling the whole of its coffee harvest,

Characteristics of the Import Trade . ,

The import trade mainly covers manufactured products. Imports of
capital goods have increased remarkably during the last few years. OCn
the other hand, present imports of textiles and'foodstuffs, which could
to a large éxtent ke replaced by domestic products, indicate that the
country could,fby utilizing the capacity to import it has enjoyed during
the last five years, increase its imborts of capital goods by about
80 per cent. This feature of the import trade pé}tly offsets the
limitations in increasing coffee exports and seems to indicate that El
Salvador has peal opportunities to increase its rate of capital formation
and achieve increases in real income, The fact that £l Salvador could
become almost self-sufficient as regards basic foodstuffsévand clothing,
and that imports could be increasingly directed'towards_capital goods,
to the benefit of industrialisation, const..utes only a phase in ihe
solution of the country's economic development‘problem. The l}mitation
of the local market might soon put a brake to very pronounced changes
in this direction and from this point of view LIl 3alvador has been wise
in trying to bring its market into line with that of other Central

American countries,

l/ At least for a nerlod Suf¢101€ntly long to permit substantial
increases in existing capital, with perhaps the very important
exception of wheat,

/ Table 26, o
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Tatle 26, #1 Salvador: Composition of Imports

(Percentages of total value at 1948 prices)

' 1945 1946 1947 1948 19

e ———— 7§, —— by & ——— W B S WS L L i W W e e W R S B i e o Wl

Capital goods 26,75 27,80 30,53 31,51 30.10
Textiles : 21,68 22,32 23,37 20,48 20.17
Foodstuffs and tobacco 18,99 12,73 12,16 13,10 13,36
. Cherd.cal products 12,99 13,26 10,96 7,74 10,14
Fuels and lubricants 5.24 5.29 L,74 5,52 5,97
Durable coasumer goods L3 2.33 4,94 5,98 6.13
Paper and its manufactures 3.10 3,63 2.73 3,31 2,95
Furs and leathers ' 3.12 1,05 0,66 1,02 1,18
Won-edible oils and fats 11.78 1,67 1.28 1.18 1,14
“nbber and its manufactures 1.08 2,08 2,23 1.80 1,37
Stones, earths and glass 1.03 1.62 1,23 1.84 1,04
ietals and aprliances 0.79 1,6 1,51 1,8 ,1.88
Timber and its manufactures C.27 0,29 0,43 0.30 C.L4
Sundries : 2.75 L,25 3.23 L.35 4,15
Total 100,00 100.00 100,00 100.00 100.00

——— —

Source: Direccién General de Estadistica, Anuarios Estadisticos de
Comercio Exterior,

-

Geograrhic Distribution of Foreien Trade

When trade with Europe was interrupted by the war, El Salvador's
imports and‘ex?orts were diverted towards the United States, Even
before the war there had, However, been a change in the direction of
the country's foreien trade. Lurope (particularly Germany and the
Scandinavian countries) had, prior to 1934, been the most important
purchaser and supplier of goods., JAccording to fisures of the Direccién .
Ceneral de mstadistica, Zurcpe absorbed in 1934, 68 per cent of exports
and supplied 36 per cent of imports. By 1935-39, the United States had
already purchaseéikﬁ per cent of exports and sold 43 per cent of imports.
During the war the change in the dircction of El 3alvador's trade became
complete, and in the following yrears, the United States bought up to-

85 per cent of the country's exportable products and supplied up to
78 per cent of the total imports, (See Tables 27 and 28), .

*

/Table 27
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Exports Classified by Destination

Table 27, EE.JLh_Salvado;:
‘ (Percentage distribution of the current values)

C A e % W a6 R " - — — . ¥

—— . o -

Average

I§35-3§ 1945 1946 1947 1948 19h9

Value of exports a/

- Percentage consigned to

United States
Canada
londures
Guatemzsla

Uther Latin American countries 2

Germany

Denmark, Jorwady and Sweden
Cther Duropean countries
Africa, Asia and Oceania

- -
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Spurce: Direccién General de Estadistica, Anuarios de Comercio uyterior

gf' iillions of colons,

Table 28: =l Salvador:

------ -

'
3
“

(Percentage distribution of the qurrant values)

- — Y W -

M — e — -

Value of imports g/

e R

Averggg |
1935-39 1945 l9h6 1947 1948

1949

Percentage obtained from:

United States
Canada
Honduras
Guatemala

Other Latin American countries 3

Germany
Great Britain

Uther Zuropean countries
Asia, Africe and Uceania

LR Y e e A e v w e

Source: Dlrecc16n General de sstadlstica, Anuarios de Comercio Ezterlor
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-

23,0 ,33,8. 52,8 9,3 103,7

(023
R
-3
-~

2w WO ®

43 73
1

2
1

LVS]
Ml—‘m(»t—-'

26
10
13

1

Wil ol v\

1

v

poed

Wt ao
=

v

98.7

: ' 3
' K;\D}—'\nl R RVUR V]

—
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The war also expanded other markets on the American continent for
Tl 3alvador, and at'present exports to Canada, Honduras, Guatemala and
bhe other Latin American countries are almost three times as grealt as
during the 1935-39 period. Impqrtszrom these countries have also
increased considerably and were particularly important in 1945 and 1946,
It is interesting to observe that, whereas the other European countgies
have by now recovered their pre-war positions on El Salvador's marké%,
Great Britain has not suéceededrin selling as great a proportion as-in
1935-39, German products had only just begun to make their reappearance
in 1949, \

As a result in the change in geographic distridbution, El Salvador
has not been affected by the aifficqlties prevailing in Burope with
regard to exchange and international payments. El Salvador would
undoubtedly have been in a difficult position had it not been able to
divert its trade towards the United. States, There are certain risks in
the present positibn, however, since El Salvador now depends on the sale
of one single product, with a highly unstable price, to one single market,
though because of the nature of the North American market these risks
are not so great as they at first appear,

El Selvador is one of the principal supplicrs of mild coffee,
which is usdd in the United States for mixing with the strong Brazilian
coffees, There is'generally a fairly elastic demand for coffees of the
Salvadorean type because of changes in the price ratio; in other words,

a drop in the price of mild coffee in relation to that for stroﬁg coffee,
greatly increascs the saleable volume of the former, On the other hahd,
it has up to the present been possible to place coffee freely on the
North Americen market, since there were no domestic competitors and
therefore no vested interests to exercise pressure for obtaining tariff
protection,

Some of the structural aspects of El Salvador's economy help to
lessen the effects of the cyclical downswings, B

It is probable that the economy of Zl Salvador could in periods of
contraction, revert to almost subsistence levels without mass
unemployment taking place, This might be possible due to: the practical
self-sufficiency of the country as regards basic foodstuffs; the fact
that a large part of its imports could either be replacéd by domestic

‘ ) /products or
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products or deferred; and the system of . coffee production which would
encble the peons to grow food crops on small allotments, This situction
might be changed in the future if El Salvador should reach a more

advanced stage of industrialisation,

Volume of Foreign ‘Irade, Terms of Trade and Capccity to Import
The country's volumc of exports has increased considerably during
the last five years, The index rose by 39 per cent between 1945 apd

1949, mainly duec to increases in coffee exports, vegetable oils and
sugar. At curront prices.exports have almost trubled during this period.

El Salvador's imports have traditionally followed the movemaent of
exports;é though due to difficulties in obtaining menufactured products .
during the war and the years immudiately following it, the increase in
imports was delayed, This enabled the country to accumulate heavy
foreign exchange reserves, Between 1945 and 1948 the gquantum of imports
doubled, but théugh gxports continued to increase between 1948 and 1949,
imports remained almost at the sime level, This was possibly because the
demend accumulated during the war had by this time becn fully supvlied,

Cn the other hand ex@brt prices, particularly those for coffcc, have
risen much more rapidly than the prices of importea articles, while the
highest coffce prices came at a time (1949 and 1950) when the prices of
manufactured goods purchased by E1 Sdlvador suffercd a slight drop,

_ Under these conditions, the terms of trade and the capacity to
import, which favoured the country since 1942, have continued tec improve
and at present remain at very high levels., Thus the terms of trade in
1949 were 4O par cent more favourable then in 1945 and the capacity to
~import almost doubled during the same period, ) '

The indices analysed here show that Z1 Salvador's economy is at a
stage of very considerable expansion, The couatry could use tho real
profits at pfesent derived frqp cxports to accelerate its dsvelopment

l/ When exports begin their upward movement, imoorts increase, but
imports as a rule take longer to ruach the same proportionante
increase,

- /particularly by



5/Ch 12/717/A44, 6
Page AB

particulariy by increasing the rate of capital formation,

Table 29, Zl Salvador: -Quantum of imports and exports, terms of
trade and capacity to import,

(Index numbers, 1948 = 100) .

.

- p———

1945 1946 1947 L1949

— " O—

Imports ' . 47,0 63 .3 95.4 1c0 .8
Exports 82,6 72..0- 9.7 115,2
Terms of trade 80,6 95,7 99.1 112.9
Capacity to import ‘ 66.6 68,9 93,8 130.1

e — —

Source: Direccién General de Lstadistica, Anuarlos Estaodietisos de .
Comercio hxﬁerlor. '

Table 30. El Salvador: Indices of Prices of Imports and Exports

(98 = 1)
Prices of imports Prices of Exports
1945 68,9 55:5
1946 , _ ; 78,6 75,2
1947 9.8 92,0
1948 ~ -100,0 10,0
1949 73.0 . 165.0

-
— —

L - —— b st M

Source: Direccién General de Estadlstica, Anuarios Tstadisticos de
Comercio Exterior,

Future prospects for Kl Salvador's international trade are
apparently good, The coffee production qf Brazil which determines the
world market price of the product will not recover its old levels for

. some time;% so that possibly the prices of Salvadorean coffee will
remazin high, However, the terms of trade would be adversely affected

}/ See Recent Trends and Events in Brazilian Economy, ECLA, 1951

/at any time
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at any time if the prices of Unitcd Staiss menufzctured goods should
riés,’ The present torms of tiade of coffie enabls the country to
continu2 rcducing its dopendonce dn this articlc through cconomic
‘diversification for domestic consumption and an increasc in exports of
othor items, - _— o
The Balance of Payments

Durirg the last five years, Bl Smlvador's b~lonce of paymints heos
shown a surplus in current account and 2 d ficit in copital account,
Th: structure hzs not changadvmuch in rel-~tion to the priwar period md
m rchandis: continu s to bc the most impo%fant item in current account,
both as rugnrds receipts ~nd ckpnnditure,,

Surpluses in current account cre the rosult of a favourable trade
brlance, Deficits, which usurlly occur in other items of current
account, are rel-tively smell and hsve no greet effcct on the balance.
The column "Cther items in current account, including insurance" which
usu-1ly showed a dcbit balance b .fore the war, shows 2 credit balarce
since 1945, bocauss of the increasé in -remittonces of Salvadorcan worksrs
resident abroad, the increasc in administrative costs of the foreign
compan’ s op.rating within the country, -nd the greater commissions of‘
Salvndorenn ~gents representing foreign compznics,

The geficits in capital trénsactions 2re portly due to the fact th-t
receipts from direct investments or oth:r private soﬁrces have bzen
relrtively smeller than the outflow of short-tirm private cepital,
While the zdventages inh.rent in 2 free oxchonoge market ~nd a_stable
currency have attraected short-term banking cr:dit, long-term capitel has
not zntered the country in any appreci5blc gquantity in rocent yoors,
This may possibly be due to the shortagc'of naturs] resources nnd the
sm~11 aizg of the meorket, which discourmgis foreign invcstment in
industrizs catering for dom.stic consumrtion, On th- oth.r h-nd, the
*bscnce of .xchong: rostrictions hns pomitted ~n almost continual
outflow of short torm capit~l in th: form of funds kept obrond by the
coffee exporters, and incruases ir the volus h.ld ahroad by'thGYCfoee
Compeny and oth:r institutions, % r. ~re no euxact 4=tz 2vailsble on
the mmount of Salvemdorean inviostment cutsid. th: country, but the Banco
C:rtr=1 d: dAoscrva considirs thnt 211 the 'nown figures =2re much too

/conscrvetive, It would
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cons ‘rvative, It would appe=r that most of the profit of privnfe capitnl
invest=d ~brood is Chpitdliesd and docs not enter the country, A lorgo
prrt of the funds retained in the United Stotes by the coffee exporters
is in th. foirm of sight bank deposits, so thit thcy cannot be classificed
a1s Salvedorenn inv.stments, On thz othor hand, thoese sums could, given
sufficient incuntive, oventunlly b. repatrinted for investmont within

the country, since the smnll scnle of vcoromic development of Zl

Solvador suzscsts thot there would be a2 grenter marginnl profit on cnpital
than cnn usu2ily b obtainad in the United Strotes, .

Trode Policy . .

In Central America vorious rttumpts hove been made to wstablish a
customs union, They have all failed before they could be put into effect
or ?lsc th: rcsults been éhdn%-lived, El Salvzdor and Honduras have
proved to be the exccntion, having sincc 1918 obs.rved o free trnde
treaty for 21l products of n-tinnal origin, excluding coffee, lsnthers
end cigarcttes, A similar agréement with Guatémala lzpsed in 1943,
fter a trinl prriod of two years, This lépge was apparcntly due to the
fact th-t 1t caused a substantinl drop in customs receipts,

' However, El Salvador hns since 1632 maintﬁinbd the Centrel American
Toriff which ~pplies preferentinl imrort duties to products origin~ting
in neighbourire countrizs, It ~lso has » comrarcinl trenty with the
Uritcd States, negoti~ted in ~czordonce with the United States
Reciprocal Trade Aqrebmunt Act, =2s wsll ns most-favoured nntion clauscs
with Mexico, Switzerlend, Conadnh 2rd the United Xirgdom, Moreover, a
trade mgreement with Switzerland is ir force, =s w.ll »s trade and
novigation treastics with the Low Countries 2nd lkorway,

El Szlvodor h~s used the dustoms t'riff to protect the production
.or processing of certhin ~rticles, prrticul~rly sugar, cotton, cottcn
,textiles, shoes, vegeteblc olls, flour nnd henneguen sacks, On the
other hand, it has followcd the practicc, which docs not appear to be
systcem:tic, of exumpting from customs dutie¢s meochinery for new
industries, _ _

It h»s often tcun s~id thot the economic problems of the Central
Am.rican countri;s could best te solved by considering them as a single
ecoromic unit, »nd by pIQﬂning their development nround that unit, The
politic~l and n~tionalist f=ctors which nt present hinder the fulfillment

/of such a
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of such a plan make it necessary to sign mutusl trade treaties on an
individuzsl ?asis. A Broad plan for the eéonomic developmert of £l
salvador should take into account not only the reserves of natural
rescurces of the neighbouring countries and their requirements of
manufactured products (of the xind with which El Salvador could compete
cn the international market) but elso the expansion of the Central

Americen markets by means of -suitable trade treaties,





