
  

 

 

Tilburg University

Agrarian transformation and economic adjustment in El Salvador

Pelupessy, W.T.

Publication date:
1995

Document Version
Publisher's PDF, also known as Version of record

Link to publication in Tilburg University Research Portal

Citation for published version (APA):
Pelupessy, W. T. (1995). Agrarian transformation and economic adjustment in El Salvador: 1960-1990. [Doctoral
Thesis, Tilburg University]. [s.n.].

General rights
Copyright and moral rights for the publications made accessible in the public portal are retained by the authors and/or other copyright owners
and it is a condition of accessing publications that users recognise and abide by the legal requirements associated with these rights.

            • Users may download and print one copy of any publication from the public portal for the purpose of private study or research.
            • You may not further distribute the material or use it for any profit-making activity or commercial gain
            • You may freely distribute the URL identifying the publication in the public portal
Take down policy
If you believe that this document breaches copyright please contact us providing details, and we will remove access to the work immediately
and investigate your claim.

Download date: 26. May. 2023

https://research.tilburguniversity.edu/en/publications/7f902626-5a90-4a79-8439-63afc981a337


LI

.-

*. e.„.  -...

1

,,

4            :463*.9 fy  . 7*y 'R      .   4  .1   .     . . . .  i
16,·« ·

.                   ...   ,       t., 1,»-,14.5. 1%3( .. i  %»,-*.'.1 i, 1.364,: _ Wit,7/An .2::-.P--  J'.· ·V /F,7          r.: #p,6;2..1 - -.'%6. i.,
, ,        " .         i           a ..1   '61*W"  Mi/Ek.--1.- p

3                  1          . 40 -    . tr:.'Z347,9- 4$>r..121, «    .
..    :   . i.--*.,    '4..:.5-7'.C     -a  ..7- .3-e ., ,:1"" .- ·· '   4             4.4/F.:ac292

-        .           -   +        s 4    Ti'*3                     4     . := 13S 2,9  .. . ..'....   -iraj
,--,4-  :ff';At,·ittft- --     a,-*4-, ,Ii:   --

8«:ifiti,ilril.liellilillimrm
-« :

47 · ;   L. ' ;2  - t"'3.1'   1   -       ':1     -· --   " 6 « 31   ..Ir/deA    -·.,9:8.,1.: Ig. '..':2:.SS.-:i  .49(.i:F-:::-4 22
f'•-.  .-_...  :,       '--i-<> Ci_-'--.-: t,  I. 2 1-':, yi..'..  .r.*i.'345.\.pile *bri:.«
.... ·  ..   . .·- ·- X.t-.  ·  I--;      r   f    - " -

.-:    ,.... '' , -  ...t · ,-             .   -
1 5.1/al"rligriditti .,il -7-1 r\." 2 -'3;'   I

. .-"C     L    ...0- ..9 -1 --/   ,           i  I  .....:- ...9     ,                                            .,           ..1»t
\t 3.-              .-

-

t. 1                -                                i             j
.

,..
:

1(

1./
1

-                                  ..../
..

7/71<- -

 V#V           L /
-./, - .-/

/7        /        , -.'                               1.-'. -/6*F-,7 , '-   I.':-.H)':(...r
R:  ., ./

J

Wim Pelupessy--Ill.-t.-Ill-.*...» -.$#6.      ,:. 1...



AGRARIAN TRANSFORMATION AND
ECONOMIC ADJUSTMENT IN EL SALVADOR

1960 - 1990

Wim Pelupessy



150 eis Hz/,09

AGRARIAN TRANSFORMATION AND
ECONOMIC ADJUSTMENT IN EL SALVADOR

1960 - 1990

Proefschrift

ter verkrijging van de graad van doctor aan de
Katholieke Universiteit Brabant, op gezag van de
Rector Magnificus, Prof.Dr. L.F.W. de Klerk,
in het openbaar te verdedigen ten overstaan van een
door het college van dekanen aangewezen commissie
in de aula van de Universiteit
op donderdag 7 december 1995 om 14.15 uur

door

Willem Theodorus Pelupessy

geboren op 9-7-1940 te Rangkasbetung (Indonesia)



Promotor: Prof.Dr. Jeffrey James

Ivnnn# *c:
le' TILBURG
LL__----'

foto: Elisabeth van Tilburg

©  W.T. Pelupessy

Behoudens ingeval beperkingen door de wet van toepassing zijn, en onder gehoudenheid aan
de daarbij gestelde voorwaarden te voldoen, mag zonder schriftelijke toestem:ling vao de

auteur niets uit deze uitgave worden verveelvoudigd en/of openbaar gemaakt door middel

van druk, fotocopie, micro-film of anders:ins, hetgeen ook van toepassing is op de gehele

of gedeeltelijke bewerking.



To Miguel Bonilla



CONTENTS

Preface Xiii

I.    Introduction                                          1

1.   Main issues                                      1
2.   Methodology                                    3

3.   Agrarian transformation and policies           7
4.   State autonomy                                  9
5.   Outline                                         13

II. Historical and Political Background:
The Stages of Development 17

1. Introduction 17
2.   Expropriation of peasant land till the 1930s  18

3.   The emergence of workers' organisations
prior to 1930 22

4.   Recovery of the agro-export economy
from the 1930s to the 1950$ 24

5.   Industrialisation in the 1960s 28

6.   Trade unionism                                31
7.   Political parties 38

8.   Illegal popular organisations 41

9. Conclusions 46

III. The Agrarian Structure in the 1960s and 1970s      49

1. Introduction 49

2.   Changes in land distribution and use          51
3.   Rural classes and organisations                61
4.   The changing role of the state 66

5.   Economic change and equity                    73
6. Conclusions 79

IV. The Agro-Export Economy in the 1970s 83

1. Introduction 83
2.   Agro-export growth 86

3.   The differentiation among producers
in export agriculture 96

4.   Employment and incomes of rural labour 103
5. Agro-industry 108
6.   The oligarchy 116
7. Conclusions 126



Viii

V. Agrarian Reform in the 1980s 129

1. Introduction 129
2.   Agrarian transformation in Central America 135
3.   The design of the Salvadoran reform 140
4.   The implementation and impact of the reform 144
5.   Contradictions within the reform 151
6.   Rural class and reform 153
7.   Politics and reform 157
8. Conclusions 163

VI. Agrarian Policy and
Export Producers' Responses in the 1980s 167

1.   Introduction: Changes in
the traditional agro-export model 167

2.   Nationalisation of exports 173
3.   Nationalisation of banking 180
4.   Production costs 189
5.   Productive capacity 194
6.   Abandoned areas 200
7.   Producers' differentiation after reform 203
8.   Conclusions:

Perspectives for agrarian policy 206

VII. Economic Adjustment Policies in
El Salvador during the 1980s 209

1. Introduction 209
2.   The two basic models of economic policy 211
3.   Pre-1980 macroeconomic policy 216
4.   Economic policy under the juntas: 1980-1981 220
5.   The Government of National Unity: 1982-1983 224
6.   The first two years of

Christian Democratic rule: 1984-1985 232
7.   The policy of adjustment: 1986-1989 240
8. Conclusions 247

VIII. The Limits of Reform in an
Agro-Export Economy 253

1. Introduction 253
2.   Agrarian transformation and economic policy  2553.   State autonomy and pressure groups 258
4.   Possibilities and impossibilities of

economic policies 2625.   The limits of reform 266

ANNEX 271
Samenvatting (in Dutch) 273Bibliography 283



iX

LIST OF TABLES AND FIGURES

TABLES

2.1 San Salvador: Most Important
Workers' Organisations, 1917 and 1929 25

2.2 Development in the Degree of Organisation
in El Salvador, 1971-1979 35

2.3 Trade Union Federations
in El Salvador, 1971-1976 37

3.1 Real and Potential Land Use, 1975 53
3.2 Distribution of

Land Ownership in El Salvador, 1961-1975 56
3.3 Distribution of

Cultivated Land by Crop Destination, 1961 57
3.4 Average Growth Rate of Agricultural

Production in El Salvador, 1950-1975 59
3.5 Changes in Distribution of

Family Income in El Salvador, 1945-1980 76
3.6 Per Capita Daily Consumption

El Salvador, 1936-1976 78

4.1 Importance of Agriculture in the Economy           89
4.2 Most Important Cultivated Areas 91
4.3 Distribution of Crop Land by Use

of Modern Technology, 1975 95
4.4 Indices of Land Profitability 97
4.5 Stratification in Agricultural

Production, 1979 98
4.6 Demand and Supply of Agricultural Labour 103
4.7 Evolution of Official Minimum Real Wages 106
4.8 Composition of the Agro-industrial Subsector 109
4.9 The Importance of Export Crops in the

Balance of Payments, 1972-1982 111
4.10  The Percentage of the Export Price

(FOB) Received by the Coffee Grower, 1965-1982 114
4.11 Distribution of Income Generated by Coffee 115
4.12 Importance of the Principal Private

Processors of Coffee in the 1970s 121
4.13 Concentration of Means of Production, 1978/1979 125



X

5.1 Land Tenure in 1987 145
5.2 Average Yields of Basic Cereals in

Reformed Sectors: Phases I and III, 1985/1987 148
5.3 Land Use by Cooperatives, 1980-1987 149
5.4 Percentage Changes in

Agricultural Crop Yields 1980/1981 - 1989/1990 162

6.1 Land Tenure for Different Crops, 1988 170
6.2 Index of the Earning Capacity of Crops,

1980 and 1985 171
6.3 Collective Land Use

of Agrarian Reform Cooperatives 172
6.4 Distribution of Coffee Export Revenues 177
6.5 The Banking System, 1979-1989 183
6.6 Distribution of Credits from Commercial

and Mortgage Banks, 1980-1988 186
6.7 Credit per Dollar Value Added, 1980-1987 187
6.8 Evolution of Average Production Costs

and Earnings of Coffee and Cotton Growers 190
6.9 Evolution of Average Cost Structure of

Coffee and Cotton Growers 191
6.10  Composition of Agricultural Value-Added, 1980-88 195
6.11  Evolution of Productive Capacity, 1980-1992 198
6.12 Regional Distribution of Coffee Areas, 1985 201
6.13 Regional Distribution of Cotton Areas, 1985 202

7.1 Comparison of Two Macroeconomic Policy Models 215
7.2 Annual Sectoral Growth Rates, 1960s and 1970s 217
7.3 Evolution of Principal

Macroeconomic Indicators, 1960s and 1970s 219
7.4 Evolution of Principal

Macroeconomic Indicators, 1980-1993 223
7.5 Annual Sectoral GDP Growth Rates, 1980-1993 227
7.6 Institutional Structure of

Governmental Expenses, 1977-1992 230
7.7 Macroeconomic Policy Packages in the 1980s 251

FIGURES

3.1 Dynamics of Land Concentration
in El Salvador: 1524-1971 52

3.2 Rural Class Cone of the 1970s 63
4.1 Price Evolution of Export Crops, 1970-1984 87
6.1 Share of Traditional Export Crops

in Total Exports 174
6.2 Volume of Agro-Export Production, 1982-1989 199
8.1 Economic Policies of the Structural Reform Model 267



9£  :6Z6:   Ulpipna·03.InoSsoll,punoq   luoujliidia  - - -.
lilli' ..04o

U' 105       0'ocoz080AI'AWBIH U.3!,ow¥ wid-
6™'S1

L,
*'bo'                            i»'           4%900

JOPBAIDS 13
>A

C

-

-            f »( 1 u•, ,n•n +
/                              7                   \ *

4.                  C                                                       11      *•d..1      9-'.

0444

3-/,t..6,/    ,                         .                  ,    &

/ .o,un   f      2- .\.sfL-2     -=7.*:s; i   p.'.4,7 .7 5/
)   '71h      J1-      .:U•'11  •,•s   r-'--Ap        -

(Iliuotuos r-1'

1
1

,  -1  , ' ' ir'Il .M.-1. 'S ,
7 <

M...,0.)
--2,/1-,    a.-'A<f

uedeqoenVV  

i1  C#

./.-1             t./                          ,  .MO : E      '.7f 1/...               1         3
./.,I-

0--'                  L-Met \-
.,-S// 00,400

 
_,-1                                                                 40           .

oau.u.'.1.40/.4

rElq=90)040*      C-       /3Gi*-- 44
Bummd                                                                             /          7/

f  *Pu,+DA
1trei,O Iylied

eDRaElsoD
Lz.-4 7 *rv-*i Idell.10pEA ES 1 

:     .'Stre.qqHBOul,WnD
4                         'unp

i  ...  CCIF    =
-3ek-.-0 mip: ·
f   --C»
1-2.5 /4   00=*JojinD i-

UE,DO DE'LIEDV            11\

..i., P.1.Il

C



PREFACE

Modern handbooks of development economics proclaim the

importance of the analysis of history, institutions and pol-

itics to explain agrarian transformation, which is consid-

ered to have a central role in economic development (e.g.

Behrman and Srinivasan (eds), 1995). However, not much of
this can be traced in the main policy prescriptions for

structural adjustment, which seem to bother only with the

strictly economic functioning of developing countries. For

example, when international institutions or donor country

governments call for the elimination of state intervention

in labour markets, they refer only to the economic types of

intervention. Nothing is specified about the non-economic,

coercive or political measures, despite the economic effects
these often have. The outcomes of economically free markets

in the developing world are often heavily distorted by coer-

cive or repressive structures and policies.
The starting point of my interest in El Salvador was pre-

cisely this non-economic side of development. It was at the

end of the 1970s when an apparently vicious circle of viola-

tion of human rights,  repression and people's resistance

ended decades of postwar economic growth. My participation
in the Dutch and European movement for solidarity with El

Salvador gave valuable insights into the mostly undocumented

part of the development process. Discussions with members of
the organisations that constituted the Liberation Front FMLN

brought up the issue of relevance or irrelevance of economic

reasoning in an environment of civil war. Was not a military
solution the determinant factor, irrespective of what was

happening in the economy? Of what use was economic policy

while internal war was raging?
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Both the Front and successive Salvadoran and US govern-
ments had to learn that economics also matters under extreme

conditions, provided due attention is paid to the handbook

statement referred to at the beginning of this preface. It
should be borne in mind that war or near-war situations are

more the rule than the exception in the developing world.

At the beginning of the 1980s we started research into

Salvadoran agriculture, under strong restrictions and with-

out adequate financial support. The results of this stop-

and-go research could luckily be complemented with published

and unpublished results of research done by Salvadoran col-

leagues, who did not stop their efforts in this area despite
the war.

Preliminary outcomes of my work have been published in

various Spanish fora . More elaborated results are now pre-

sented in this book to which several persons made valuable

contributions. I wish to thank my supervisor Jeffrey James

for his critical comments and continuous support. Cristobal

Kay, Mats Lundahl, Karel Veraghtert, John Weeks and Aart de
Zeeuw made useful observations. The comments of Ben Evers

were also helpful, as was the space provided to finish this

work. Amin Kassam did the language editing with great care.

Inti Pelupessy prepared the figures. Last, but not least, I
wish to express gratitude to Elisabeth van Tilburg who edit-

ed, typed and corrected the different versions of the draft.



I.  INTRODUCTION

1.  Main issues

El Salvador is a small developing country with a deeply
rooted dependence on the export of primary agricultural com-

modities. Like many other countries of the same kind, its
economy has undergone important processes of change that,

however, have not altered its basic character. Its economy

has also suffered the consequences of a 12-year civil war

which ended in 1992. Economic policy making has affected
these processes, but has seemed to be of limited scope and

effectiveness.  That is why the interrelationship between

agrarian transformation and economic policies will be a cen-
tral theme of this book.

It will be shown that to improve the design, implementa-

tion and evaluation of economic policy there is a need to

consider how both economic and political variables have af-
fected social structures and institutions. The exclusive

consideration and manipulation of economic variables is of-

ten insufficient to reach the goals of development policies

despite the use of refined analytical tools such as mathe-

matical models and programming procedures. In an excellent

review essay Kannappan (1995: 863-88) criticises mainstream

development economics for its exaggerated formalism and the

omission of social and political factors. Because of the

importance of political factors, a neglect of the distribut-

ional effects of policies renders them unsustainable. Eco-

nomic policies should aim at an appropriate balance between
growth and distribution.

Attention will be paid to some key issues that have influ-

enced the design and implementation of agrarian and economic

development policies in El Salvador.



2                        Chapter I

The first issue concerns the bi-modal or exclusionary na-

ture of the development model (CEPAL, 1986b; Briones, 1986:

186-210; Alvarenga, 1989; Colindres,  1977). Most analysts
agree that in the postwar period in El Salvador and other

Central American countries with the exception of Costa Rica,
there was growth without development, while the dominant so-

cial class determined economic policies that mainly fur-
thered its own interests in the transformation process.
There was almost no state intervention to reach a more equi-

*

table pattern of growth. Changes in policies were to be

brought about by a division of the dominant class, which was

supposed to have accelerated since the industrialisation
process in the 1960s. External, in the sense of foreign and

non-economic factors could also bring about policy changes.
This is also the view of some authors who argue that there

was growth with development in Central America, but that
political  factors  made the postwar  model  unsustainable

(Bulmer Thomas, 1989: 40-1; Irvin, 1987). Was a change in
the economic or political model to be given priority?

A second and related issue concerns the introduction of a

new economic model at the beginning of the 198Os, which most

Salvadoran analysts as well as foreigners attribute to US

intervention and US geo-political interests, regarding the

model as being basically part of a counter-insurgency strat-

egy (Segovia, 1988: 459-76; Rosa, 1987; IIE, 1983: 439-58;

Menjfvar, 1980: 4-12; Irvin, 1987: 13). The agrarian reform,
particularly, is thought to have been a US creation and the

far-reaching state intervention is viewed as an instrument

of political control (Diskin, 1989; Montgomery, 1982). Most

proponents of this line of thinking believe that the reform
model had no social base in the country. Others argue that

as a consequence of the divisions within the leading agrari-

*    This was also the official point of view as expressed in

documents  of  the Planning Ministry  (MIPLAN,  1984:  1-30;
MIPLAN, 1986: 20-5).
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an-based social class in the previous period, the time had

come for an industrialisation and non-traditional export

strategy to replace the traditional agro-export one (Baloy-
*

ra, 1982; Chavez, 1987) Revolutionary movements opposed

the new model because of both the US intervention and the

idea of a considerable weakening of the dominant class in
the 197Os, which in their opinion opened the way to a tran-

**

sition to socialism.
A third issue became important in the second half of the

1980s when civil war, state inefficiencies and diminishing

political and social support made the reform model unsus-
tainable. International financial institutions, the govern-

ment of the United States and the politically re-united dom-
inant class of El Salvador proposed a stabilisation and

structural adjustment programme to eliminate most of the
interventionist reforms, this also involving an intensifica-
tion of the anti-guerilla war. Imperfect markets, state in-

tervention and overvalued exchange rates were seen as the

main problems facing Salvadoran development and poverty re-

duction (World Bank, 1989; FUSADES, 1994). The same economic

diagnosis was made for all the other Central American coun-

tries (Pelupessy and Weeks, 1993: 3-11). In the following

chapters, these three issues will be dealt with and the va-

lidity of the different viewpoints examined.

2.  Methodology

However, first we have to clarify some methodological pro-

blems related to policy making and the role and behaviour of
the state.

* See also the Bulmer-Thomas' analysis of the Costa Rican case

(1989: 216-34)

**
See Montoya, 1992: 257-327 on the relationship between the
reformed sector in agriculture and the so-called new popular
economy. In Chapter II we shall discuss the ideas of the Sal-
vadoran revolutionary organisations.
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Policies are frequently considered to be exogenously de-
termined, either independently by the state or policy maker,
or by external constraints. They are supposed to act on the
transformation process in a unilateral way. Yet, in the ana-

lysis of the 1960-1990 period during which agrarian struc-
tures and policies changed in important ways, one can ob-
serve a mutual interdependence related to economic and po-
litical variables.

As early as the 195Os, Latin American structuralists were

already stressing the importance of historically evolving
non-economic structural factors such as the tenure system,
composition of the labour force, political organisation and
others, to explain the behaviour of economic agents

(Furtado, 1987: 209-10). More recently, even institutions
that are not given to political analysis have come to rec-

ognise the need for inclusion of political variables. As an

example, we can mention one of the recent Policy Research

Papers of the World Bank that argues for a historical exami-

nation of power relationships to explain existing land rela-

tions (Binswanger, et al., 1993).

Our analysis will be mainly of a structural nature because

social  structures and processes also define most of the

space of political bargaining (Barraclough, 1991: 11; Stern,

1989: 673). Following the Marxist tradition, an examination

of the historical generation of social classes,  interest

groups and institutions may explain much of the policy mak-
ing by the state.  To explain the behaviour of economic
agents we have to include in the social structure also other

institutions than classes (Kannappan, 1995: 877-9). Inflexi-

bilities, underutilisation of production factors, incomplete

information and the persistence of dysfunctional institu-
tions limit the usefulness of neo-classical economics

(Meier, 1984: 210). This does not mean that an analysis of
the operation and outcome of markets would be irrelevant.

However, even in neo-classical reasoning there are at least
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three reasons why this would be insufficient to define, for

instance, income distribution in an economy like the Salva-

doran one: a) access to the means of production is often

politically determined; b) the non-competitive nature of
markets; c) the role of rents as extra payments to owners of

productive assets (Reynolds, 1991: 206-36). Changes in the
distribution of income and wealth are key variables to ex-
plain the economic performance and the outcome of political

processes. Societal forces and economic interests are essen-

tial to understand policies (Haggard and Kaufman, 1992: 19).
That is why the role of the state in development should be

analysed in a positive as well as normative way. In the
first case,  social class analysis,  relative autonomy and

characteristics of policy makers should explain state beha-

viour. In the second case we shall be interested in knowing

which factors could stimulate the emergence of a developmen-

tal state, which may be defined as one "whose politics have

concentrated sufficient power, autonomy and capacity ... to

shape, pursue and encourage the achievement of explicit de-

velopmental objectives,  ...".  (Leftwich,  1995: 401). This
aspect is important as it seems that the existence of this

kind of state has been the single most notable factor in the

occurrence of the few cases of sustained development in the

Third World during the last three decades (Leftwich, 1995:

500-27).

Since independence from Spain, El Salvador has been eco-

nomically and politically dominated by a ruling class which

for about a century and a half controlled its governance.

State intervention supported the establishment and growth of

large export-crop estates, which have been characteristic of

the concentrated development model in many agro-export econ-

omies (Binswanger, et al., 1993; Carter and Mesbah, 1993).
This situation seems to have dominated the nature of policy

making in the 1960s and 197Os, which concentrated on the

promotion of economic growth,  especially in agriculture,
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with almost no attention being paid to distributional objec-
tives. It will be demonstrated that, despite industrialisa-
tion, export agriculture remained the dominant economic sec-
tor while the class in control also extended its interests
to other productive sectors. However, in the 1980s El Salva-
dor was ruled for 10 years by a government that introduced
land reform and other sectoral distributional policies that
seemed to hamper the interests of big landowners and their
export estates.  It seemed as if a type of developmental
state had emerged.

Some of the questions addressed in this study are: how the
changes in policies could have occurred, what explains the
turning points, how and why the reforms were implemented and
what the effects of these were. Furthermore, the relation-
ship between the reforms and the historical transformation
of agriculture in this basically agrarian country will be
examined. Other questions are: how the sectoral reforms were
related to policies of structural adjustment and macro-re-
forms, how the transformation process was changed and how
this could be compared to the general pattern of Latin Amer-

ican agrarian change in the 1990s ( Kay, 1994).

We shall also discuss the economic, social and political
problems of the reformist model based on more state inter-
vention and how these could have changed the character of
the Salvadoran state. The period to be considered,  which
comprises the three postwar decades 1960-1990, is an inter-

esting one because it offers the possibility of studying the
situation before and after the radical policy changes, while
the change in government in 1990 brought the reformist poli-

cy model formally to an end.
Our method may be classified as "analytical-descriptive

research to establish basic facts", where the particular is
given importance to prevent the limitations of a priory and
global theorising (Kannappan, 1995: 873-80). As the particu-
lar historical development creates unique conditions, unique
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combinations of policies may be required (Sinha, 1995: 566).
That is why international comparisons will be only applied

in a restricted way.

3.  Agrarian transformation and policies

What happened should be studied in relation to the struc-
tural transformation that agriculture undergoes in the larg-
er historical context of economic and social development

(Lecaillon, et al., 1987: 12). This transformation is seen

by some as merely a change from an agrarian to an industrial

economy (Dorner, 1992: 4), the separation of a substantial

part of the ruling classes from direct ties to the land
(Moore,  1966), or in general as a shift of the centre of

gravity of the economy from agriculture to non-agricultural

sectors (Lecaillon, et al., 1987: 35).

We agree with others, however, that behind these changes a

more fundamental process could be considered, which is the
historical transformation of agriculture from a non-capital-

ist into a capitalist organisation of production and distri-

bution (Byres, 1989; Kay, 1994; Brockett, 1988: 19), that is

agrarian production and distribution that become progressi-

vely based on wage labour, restricted ownership of the means

of production and the operation of markets for commodities
and factors of production. There is a need for a concrete
and detailed examination of this transformation because it

could have different forms or historical paths (Byres, 1989:

52).

The transformation could be affected by state policies
that are at present considered more important to explain

differences in development performance than in the past
(Meier,   1987:   8) . "Experience since   1975 has demonstrated

that policies matter" in development performance (Rock,

1993: 1791). World Bank-related research in the 1990s found
that agricultural and non-agricultural policies were more
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important for agricultural growth and development than (ex-
ternal)  international market effects  (Schiff and Valdds,
1992; Petit and Guaegy, 1993: 271, 273).
That is why authors such as Gerald Meier and Paul Streeten

have stressed the need for more research in the area of the
theoretical underpinnings, making, implementation, evalua-
tion and acceptance of policies  for development  (Meier,
1984: 222-3, 226; Streeten, 1987: 80; Frank and Webb, 1977:
15-9).

Development policies may be seen as social and economic
actions undertaken by the government and other state insti-
tutions with an admittedly public purpose (Mackintosh, 1992:
21; Wuyts, 1992: 279). These policies should be studied in a
particular historical, geographical and institutional con-
text.  It will be shown that changes in the nature of the
state played an important role in policy making, while the
implemented reforms (often with  explicit  distributional

goals) and their impact on the economic and social structu-
res fortified a tendency to enhance the state's insulation
from the influence of pressure groups and powerful economic
classes.

The possibility of divergence between economic and polit-
ical power has been mentioned by authors who emphasise the
opportunities for the application of reformist and redistri-
butive policies without changing the balance of power, but
which may depend on structural transformation of the (agrar-

ian) economy (see, e.g., Frank and Webb, 1977: 17-22). The
processes of change in El Salvador in the 1980s could cer-
tainly not be characterised as a transition to a socialist
development model. This non-transitional change is the most
frequently observed reality in the developing world, while
it is questionable if so-called transitional states to so-
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cialism such as in Nicaragua and Mozambique really could be

typified as such.*

When analysing the change from the 1960s and 1970s to the

1980s we shall be concerned with agrarian and other reforms

which, according to a rather broad definition given by Grin-

dle and Thomas (1991: 4) and Grindle (1986), can be seen as

deliberate efforts on the part of the state to change exist-

ing policy and institutional arrangements with the explicit

goal of changing the development model. One can distinguish

macro-reforms from sectoral ones, depending on their reach,

while there can be reforms with more or less state interven-

tion. Examples of the less interventionist type can be found

in reforms proposed by the World Bank and IMF for developing

countries in the 1980s. At the same time in El Salvador,

land reform was introduced as an official effort to modify

landownership and tenure relationships in agriculture, which

include interventions directed towards increasing land-own-
**

ership  and land-use  equity (Grindle, 1986: 212). An

agrarian reform also includes complementary policies in ar-

eas such as pricing and marketing, technical assistance,
credit and other inputs, and stimulation of output.

4.  State autonomy

Because of the importance of what will follow in our stu-

dy, we need to formulate a working definition of the state

*    If their productive and social structures as well as the
character of the state are analysed, the differences from
non-transitional cases are not that big. To add an adjective

does not seem very convincing.  See, e.g., the concept of
"peripherical, socialist economy"  used by authors like Ruccio
(1988: 50), FitzGerald, (1985: 5-14), and Vilas (1986).

**
A more specific definition is "the transfer of agricultural
landholdings to landless tenants or laborers...to bring about
broad-based ownership of farmholdings, together with essen-
tial support for the new owner-operators" (Prosterman et al.,
1990: 3).
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as the entity responsible for economic policy making and
implementation in a country. Without pretending to give an
extensive review of the literature, we may argue that a
broad range of definitions of the state is used, even by
authors within the same (Marxist) school: From Norah Hamil-
ton's (1982:  23) very open "set of institutions ...  and
those who formally control them (the government)", to the
more traditional "institutions to achieve legitimation and
coercion; its purpose is to maintain the dominance of a giv-
en mode of production and the specific class relationships
that this implies" mentioned in Grindle (1986: 13). Johnson
(1985: 20) summarises this definition as: "An institutional
expression of class relations. " Obviously, the Hamilton  def-
inition is nearer to the Weberian school where the state is
defined by its means and not its objectives.

We also have the Grindle-Thomas (1991: 195) definition of
the state as "an enduring set of excecutive and administra-

tive organisations whose role is to control a given territo-
ry  and  to make authoritative decisions for society".  Al-
though admittedly Weberian, Grindle and Thomas include in a
general way something about the role or ends of the state in
their definition. This is not merely an epistemological dis-
cussion because these authors wanted "to account for the
linkages between state and society in terms of the variable
autonomy of the state" (Grindle, 1986: 17) in order to ex-
plain a significant part of policy making (see Skocpol,
1985: 9-20, on the concept of state autonomy; we shall re-
turn to this later). On the other hand, it is important to
consider the role of the state in mediation in and control
of social conflicts, while some authors have stressed its
legal monopoly in the use of violence or force and other
non-economic coercive means in society (see Meier, 1991: 7-
9, on power rights of the state; Findlay, 1991: 18; and Pou-
lantzas on the state's function of preserving social cohe-
sion).
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The definition of the state used in our research will be

that of a set of institutions for social control in a given
territory which reflects existing class relationships but

has a certain and varying independence from these.*  This
enables us to explain state policy with regard to the social

conflicts in society without the limitation of exclusively
serving the interests of ruling classes. For instance, even

in the case of very small countries that are highly depen-

dent on international commodity markets, state policies may

not always be instruments of export interests (Evans et al.,

1985: 14).

At this point it is necessary to return to the concept of

autonomy of the state which has a central role in our analy-
sis. A rather straightforward definition is the capacity of

the state to introduce policies that can affect the inter-

ests of the economically dominant social classes negatively,

or at least that are not geared to these interests. Follow-

ing Johnson (1985: 173), we can mention at least two kinds
of limits to a completely instrumental use (of non-autono-

mous character) of the state: economic constraints and the

influence of opposition forces. When one considers the rela-

tionship between state and society as deduced from our ear-

lier-mentioned definition of the state, it will be clear
that the origin of this autonomy is a more complicated is-

**
sue. On the other hand, state policies can never be to-

*     According to De Janvry et al. (1993: 566), institutions are
complexes of norms, rules and behaviour that serve a collec-
tive purpose. According to Nabli and Nugent (1989: 1335),
these are a set of constraints that govern behavioral rela-

tions among individuals or groups. Thiesenhusen (1989: 35)
defines an institution as a set of rules for a society or
organisation to improve cooperation among the members by for-
ming expectations which each of them can hold in dealing with
others.

*t
There are also theoretical views that assign to the state an

absolute or total autonomy from social forces.
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tally independent from class interests, which is why the
Marxist notion of relative autonomy is used.
Broadly speaking, the autonomy may be related either to

class relationships or to the control of economic resources

by the state ( see, e.g., Fortin, 1983: 195-210). There might

be more than one ruling class or several factions of it with

different or contradictory (short-run) economic interests

which the state is supposed to defend. Another possibility
in the first category is that the other or non-ruling class-

es have won some participation in the state or have been
successfully pressing for the state to consider their inter-
ests. In the second case it is the control over economic

resources (often foreign exchange, but also infrastructure

and other resources), that gives state institutions some
autonomy.

In later chapters we shall examine the development and
origin of Salvadoran state autonomy in the period before and

after the introduction of economic reforms. The study of
this experience is gaining importance because the 1990's

have been marked by renewed interest in the study of mecha-

nisms by which developmental states "can be made to emerge"
(De Janvry et al., 1993: 566).*  One complication is that

political factors also affect economic policy making, some-

times with consequences contradictory to the economic objec-

tives (Meier, 1991: 301). However, "If development policy is

to improve the political cannot be taken as simply exogenous

and beyond economic analysis." (Meier, 1987: 10).
This study will show that both the exclusionary and mar-

ket-centred models as such are insufficient to explain agra-
rian policy making in countries like El Salvador. An inte-

grated analysis of economic and political variables is need-

*    These may also be defined as relatively autonomous states

with long-run growth and distribution objectives. (See also
the earlier-used definition of Leftwich).
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ed to design the development policies towards the next cen-

tury.

5.  Outline

The various stages of the historical and political devel-

opment of El Salvador will be reviewed in Chapter II in or-

der to provide the background to the analysis of the agrari-

an transformation. In what way did the Salvadoran state in-

tervene historically and whose economic interests were to be

served? Changes in the production structure, the relations
to the world market and the interventions could have affect-

ed class relations and worker organisation. Attention must

be paid to the emergence of urban organisations because of
the importance they may have had in changing the political

structure of the whole country in the 1970s.

From the five chapters following Chapter II, two will be

dedicated to agricultural transformation in the postwar era
that preceded the period of radical policy changes. In Chap-

ter III attention will be basically paid to the performance

of agriculture as an aggregate to study the nature of the

main agricultural institutions and transformations, which
will be examined against the background of historical pat-
terns of land distribution and use. Internal constraints

such as rural population growth and the quantity and quality

of arable land, together with the possible effects of ap-

plied policies, may have affected the role of agriculture in
the economy. The way in which this process of change brought

about the emergence of new interest groups and the access

they obtained to policy making and the state could have in-

fluenced both production and living conditions in the coun-

tryside with consequences in terms of social and political

tensions. The conflict of interest between (big) landowners

and the (nearly) landless has an important role in the argu-

ments presented in this chapter. We shall examine in what
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way attempts by the state to control this conflict could

have enhanced its autonomy.

Chapter IV considers in more detail the development of the

leading agro-export subsector and the way it was controlled

by the economically dominant class. It concentrates on the

1970s to give insight into the limits of a development model

for an agro-export economy without far-reaching state inter-
vention. This subsector has both agricultural and agro-in-

dustrial parts that must be studied separately because of
the different and heterogeneous nature of its structure,

development and production organisation. The employment- and
income-generating capacities of the export crops were funda-

mental determinants of both rural living conditions and the

growth potential of agriculture. An important element to

consider is the ownership structure and its impact on the

influence of export crops in the economy. External con-
straints such as world market conditions also affected the

domestic development and policies. Other changes could be

observed in the structure of non-agricultural sectors, which

seemed to have gained weight in the economy.  The way in
which all these changes could have affected the position of
the export interest groups and their relationship to the

state will be examined.

The three succeeding chapters are dedicated to the diffe-

rent sets of policies that constituted the reformist model

and their impact on the development of the country in the
198Os: a chapter on the effects of the intervention in land

relations, another on complementary agrarian policies and a
third on the accompanying macroeconomic policies. The points

of departure for these policies were the agrarian structure,

economic development and ownership structure as analysed in
Chapters III and IV.

The agrarian reform of El Salvador could be viewed in the

context of similar attempts to effect agrarian transforma-
tion that were implemented in a great number of developing
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countries. For this reason we start Chapter V with a presen-

tation of the international debate on the theoretical ratio-

nale for and practical results of these reforms, and of what

could be expected in our case. In the assessment of the de-

sign and impact of El Salvador's most radical policy change
in the postwar era, we have to consider the influence of

both national and international pressures based on their own

economic and political objectives. These affected the nature

of the applied instruments as well as the results of the

reform. An evaluation of the impact of the land reform on
agrarian transformation and rural social structure will be

presented in this chapter. Both economic and political vari-

ables are to be considered, and it will be clear that not

only results but also interpretations may contradict each
other.

The evaluation of the other agrarian and complementary

sectoral policies can be found in Chapter VI. State inter-

vention in export trade and banking pretended to change the
traditional agro-export model presented in Chapter IV. The

effects on the costs and income of export producers may have

affected their behaviour and this was important for the sus-

tainability of the new model. However, the direct economic

effects should be distinguished from those affecting the
general climate of confidence. Among the factors that may
have influenced this climate we can mention domestic ones

such as the implemented economic policies and the civil war,

but also external factors such as fluctuating international

prices, foreign political pressures, etc. The findings of
this chapter may complement those of the preceding one, in

which the effects on the rural social structure are studied.

Chapter VII focusses on macroeconomic policies in the
198Os, the effects of which on agriculture may have been
more important than the impact of sector- or commodity-spe-

cific policies as was the case in many other developing eco-
nomies ( see, e.g., Chhiber and Wilton, 1986: 6-9). By exam-
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ining the implemented macroeconomic policies of this period

we intend to look for internal consistency and the relation-

ship to the sectoral reforms and policies. Undoubtedly this

must have had effects on producers' and workers' confidence
in the policies of the Salvadoran state.

In the final chapter we discuss the limits of reforms in
the Salvadoran economy and the measures to design better
policies than in the past. Here we shall try to distinguish

and classify economic and political variables that comprise
these limits. Class interest and economic power should be

confronted with the autonomous capacity of the state to for-

mulate policy changes with growth and distributional objec-

tives. Some arguments on the limits of policies may be of

more general validity for small economies exporting primary

agricultural commodities.



II. HISTORICAL AND POLITICAL BACKGROUND:
THE STAGES OF DEVELOPMENT

1.  Introduction

The nature of postwar development in Central America is

described by the United Nations Economic Commission for Lat-

in America as superimposed, externally determined and exclu-
Sionary (ECLAC, 1986: 13-22). This pattern of development

followed the country's successful agricultural recovery and

growth after the international economic crisis of the 193Os,

which was associated with regressive tendencies in the dis-

tribution of and access to income and land (Williams, 1986;

Brockett, 1988; Torres Rivas, 1991).

In order to evaluate the specific causes of this develop-
ment in El Salvador, it is necessary to give an overview of

the historical process of agrarian transformation, economic

growth and policy implementation that favoured a certain
type of organisation of production.

One usually distinguishes three stages of development in
the pre-1970 era, in which significant changes in the rela-

tionship to the world market and in the domestic organisa-

tion of production and distribution took place (Johnson,
1985: 24). The stages are: the coffee boom that ended with
the international economic crisis in the 193Os, the recovery

of the agro-export economy till the 195Os, and the indus-

trialisation period in the 1960s.

Attention will be paid to the specific, frequently coer-

cive mechanisms of state intervention in land, labour and

output markets in favour of large estates in export agricul-

ture that have been so characteristic of many agro-export
developing economies (Carter and Mesbah, 1993: 1085-99;

Binswanger et al., 1993: 4-24; see Williams, 1994: 259 for
the practice of military coercion in 19th century Central

American plantation economies). In order to defend or in-
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crease their share of national income, workers and other

social classes responded by organising interest groups which

often had political objectives as well.

Because urban economic and political changes are very
important for understanding rural development, it will be

necessary also to examine those changes within a wider con-

text (Dorner,  1992: 72). Therefore,  the expropriation of

peasant land for the coffee economy will be discussed in
section 2 and section 3 will treat the emerging organisation

of workers during the same stage. The recovery period will

be the subject of section 4 while section 5 will be dedicat-

ed to the third stage of postwar economic development, that

of industrialisation. Attention must be paid to the histori-

cal development of the political context because it gives

useful insight into the origins of the civil war which swept
the country for 12 years, from 1980-1992. Subsequent sec-

tions (6, 7 and 8) will therefore be dedicated to the histo-

ry of political institution building in the postwar period,

which includes the emergence of trade unionism, the politi-

cal party system and the illegal guerilla movements. Conclu-
sions follow in section 9.

2.  Expropriation of peasant land till the 1930s

A process of privatisation and concentration of land
started with the introduction of coffee growing in the 19th
century. This was necessary because coffee is a permanent

crop requiring relatively high levels of investment and
technology. The Indian communal lands in the western and

central parts of the country were especially suitable for

the cultivation of the "grain of gold" for which the demand
on the world market had increased considerably.*  Legal re-

strictions were imposed on the ownership of land by tradi-

*
The reasons for this included the specific qualities of cli-
mate and soil in the Salvadoran highlands.
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tional peasant communities, which at that time still covered

40 per cent of the national territory. Later, in 1882, the

concept of communal land was abrogated by the Ley de Extin-

ci6n de Ejidos, while at the same time state-owned land was

sold cheaply to individuals (Menjivar, 1979: 23).
The government stimulated and subsidised the cultivation

of coffee by granting land to anybody who planted at least

two-thirds of it with this crop and by supplying seedlings

free of charge. During the term of President Gerardo Barrios

in the 186Os, the cultivation of coffee was even made com-

pulsory by law (Rodrfguez, 1979; Binswanger, et al., 1993:

92). Through the introduction of the "Register of Real Es-
tate and Mortgage" tenants were driven off their land and
small peasants were prevented from registering as formal

owners. Many non-registered small tenants were driven off
their plots while "vagrancy laws" and other regulations in-

creased the supply of temporary labour for the coffee ha-

ciendas. The many rebellions in defence of community land

were unable to stop this process. As a result, only a small

proportion of community land was left by the beginning of
the 20th century (Browning, 1975).

The state played a key role in enhancing investment op-

portunities in coffee plantations. The sources of funds in-

cluded mortgages on indigo haciendas, profits from specula-

tion in urban property, and English merchant capital (Brown-
ing, 1975). The colonial system of land tenancy was changed

in this way. A great number of nearly landless peasants had

to survive on marginal lands as minifundistas or had to rent

land as colonos 1sharecroppers) from the haciendas. The co-

lonos supplied the permanent labour force needed for coffee
cultivation. Minifundistas and their families could work as

day labourers during the few months of the coffee harvest.
Maize and beans for sale on the domestic market were grown

by peasants, often ladinos with slightly more land than the
minifundistas.
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The trade in, processing, transport and export of coffee

were monopolised by a small number of large producers and
(foreign) trading houses in the cities. This control was

concentrated in the most profitable and capital-intensive

phases of the production structure. This leading group, or

oligarchy, progressively controlled banking and credits and

dominated the economy from the beginning of the 20th century

(Guidos Vejar, 198Ob: 85-6; see also Chapter IV). They prac-
tically made the Salvadoran state an instrument of their in-

terests until the 1930s (Browning,  1975: 247; Colindres,

1977: 28-30). Zamosc (1989: 66) qualified the political re-

gime as "formally republican, but authoritarian, exclusiona-
ry, and personalistic in its real content".

The Salvadoran ruling class depended on the international

coffee markets for its income and profits. During the thir-

ties the main exports of coffee from El Salvador were to

Germany (34 per cent), the United States (18 per cent) and
the Netherlands (11 per cent) (Menjfvar, 1979: 54). The GNP

originated mostly in agriculture at 70 per cent, while in-

dustry and mining together supplied no more than 15 per
cent. The international economic crisis of the 1930s caused

a decline of 33 per cent in the national income, and a de-

crease in rural employment of 40 per cent and in urban em-
ployment of 15 per cent within a period of five years. The

substantial drop in wage income that followed affected the

already very restricted domestic market and this had a very

negative effect on income generation by small producers of

maize, rice and beans. Small coffee growers sold their har-

vest to the big ones at prices 80 per cent below the inter-

national level. In 1930 many large farmers even decided not
to harvest at all.

The crisis accelerated the historical process of rural

differentiation even more. At least 20 per cent of the peas-

ants lost their land. Peasants with less than one hectare of
land  (semi-proletarians)  and agricultural  labourers were
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affected by unemployment as well as real and even nominal
*

loss of wages. The same problems beset the urban proletar-

iat and middle classes, while the manufacturing sector and

artisans suffered from a shortage of necessary credits and

imported goods.

Under popular pressure and with the sharpening of divi-
sions within the leading economic classes, the first rela-
tively free elections in El Salvador, resulted in Arturo

Araujo a social democrat, becoming president in 1930. Araujo

received substantial support from workers' organisations as
well as the emerging faction of industrialists and the ma-

jority of the armed forces. However, his government came
under attack from the oligarchy as well as many other sec-

tors of the population (Guidos Vejar, 198Ob: 120-4). The

oligarchy considered the government too leftist and not suf-

ficiently decisive in quelling the widespread rural unrest

resulting from the world depression, while for the others
the government was too conservative as it had been unable to

keep its electoral promise of a "survival minimum income"

for everyone (Guidos Vejar, 198Ob: 119; Zamosc, 1989: 70;

Menjfvar, 1982: 16). In any case, the economic policy was
chaotic (Guidos Vejar, 1980).

Through clever manipulation,  the Minister of Defence,

Colonel Maximiliano Hernandez Martinez, staged a coup sup-

ported by the oligarchy. The new regime was initially oppo-

sed by the United States but later recognised in order to
prevent a communist take-over (Pelupessy, 1984: 86; Castro,

1984: 91-107). The Communist Party assumed the leadership of

a more or less spontaneous insurrection by impoverished pea-

sants and landless labourers in the western coffee provinces

of the country (Dalton,  1982). The brutal represssion of
this revolt resulted in 20,000 deaths, almost two per cent

*  One source mentions a nominal wage decrease from 50 cts/day to
15 cts/day, and sometimes wages were paid in kind (Menjivar,
1982: 9).
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of the population, and wiped out almost every form of popu-
lar organisation.

3.  The emergence of workers' organisations
prior to 1930

As land was expropriated violently, many traditional ar-

tisans migrated from villages and other rural communities to
the rising towns. These, together with workers in the emerg-
ing manufacturing sector and those working in infrastructure
such as the railways, organised associations, cooperatives
and societies. By 1917, there were already registered 45 of
such organisations, precursors of the later labour unions.

Two important developments occurred after the first de-
cade of the 20th century. First, the small merchant-capital-
based manufacturing sector brought a restricted extent of
diversification of  the agro-export activities,  and this
formed the economic base for a new faction of the ruling
class which was later to compete with the hegemonic influ-
ence of the oligarchy in the state. These activities and
those related to the processing and trade of coffee resulted

in delayed industrialisation which caused a new wave of sep-
aration of artisans from their means of production through
indebtedness, financial problems relating to imports of re-
quired inputs,  and other difficulties. This progressively
gave the earlier-mentioned workers'  associations a trade
union character.

A second, and very important, development was the dimin-

ishing influence of British merchant capital as it was re-

placed by American financial capital. In spite of anti-Amer-
ican sentiment caused by the invasion and occupation of Ni-
caragua in 1912, and the inclination towards the British by
the Salvadoran government of Enrique Araujo and its allies
in the industrial faction, the oligarchy opted for an alli-

ance with US capital. In the period 1913-1931, during the
rule   of the "dynasty" of President Quifionez   Mel ndez,    US
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capital became more and more important in the Salvadoran
economy. When the industrialists tried to recover power in

1931, they were able to stay in government for only nine
months.

The workers' movement held its first congress in the

small village of Armenia in 1918, attended by 200 delegates

representing almost all the popular organisations in exis-

tence at the time (Menjivar, 1979: 31). The congress result-

ed in the formation of an umbrella organisation which aimed
at an alliance with the emerging industrial faction. Howev-

er, within the heterogeneous movement of agricultural work-

ers, artisans and labourers, the labourers gained increasing

influence and the strike became a frequent instrument in the

struggle for better working conditions. The first strike by

railway workers, was staged one year after the Armenia con-

gress, and it was followed by actions by shoemakers, tailors
and bakers.

Five years later, a specific organisation was founded for
the defence of working class interests: the Regional Wor-

kers'  Federation of El Salvador, FRTS, affiliated to the

Confederation of Central American Workers (COCA). The foun-

dation of the FRTS as a separate organisation was necessary

since COCA refused affiliation to the heterogeneous umbrella

organisation formed in Armenia because it wanted to be an

exclusively labour federation.
The FRTS was active in cities as well as the countryside,

and by 1927 at least seven rural federations were affiliated
to it. The number of members was estimated that year at

75,000, about 20 per cent of the labour force, among whom

were many poor peasants, day-labourers, tenants and other

agrarian workers (Menjfvar, 1979: 54). There was a particu-

larly high level of organisation in the countryside in the

western region, where the expropriation of traditional com-

munal lands by coffee estates had been very violent and had
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led to many peasant uprisings in the last decade of the 19th

century. This area was also in the forefront of the abortive

1932 insurrection.

Table 2.1 lists the associations, cooperatives and soci-

eties of workers, artisans and labourers in 1917 and the

unions affiliated with the FRTS in 1929, to illustrate the

economic and organisational trends of this period. There was

clearly a change during those 12 years from protective and

charitable societies to more diversified labour union orga-
nisations.

4.  Recovery of the agro-export
economy from the 1930s to the 1950s

In order to mitigate the negative effects of the economic

crisis on big exporters, the dictator, Hernandez Martinez,

opressed the popular movement after 1932,  forbidding its
organisations. He also ended the support to industrialists

which had been initiated by Araujo, taking a number of eco-

nomic measures such as state control of banking and restric-

tion of private credit exclusively to the coffee and cattle
export sectors. Another example was a currency devaluation

of about 25 per cent in relation to the US dollar. The ex-

change rate was fixed at 2.50 to the dollar. An embargo on
the importation and use of machinery for the production of

shoes, metal articles, soap, candles, bricks and other pro-

ducts was also introduced,  allegedly to protect artisans

from unemployment (Menjfvar, 1979: 75). The prohibition of

workers' organisations prevented a recovery of real wages in
the countryside (Serrano, 1982: 19).

Industrial development was effectively contained through

all these measures. However, a number of exceptions were

allowed in the textile industry where upcoming large cotton
growers had economic interests (Menjivar/Ageus, 1982). With

the restoration of the agro-export economy began an authori-

tarian regime aimed at conserving the social, economic and
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TABLE 2.1
SAN SALVADOR: MOST IMPORTANT

WORKERS' ORGANISATIONS, 1917 AND 1929

Organisations of Labour Unions

artisans and labourers affiliated to the FRTS
1917 1929

1. Cooperative of Printers 1. Labour Union of White and

Blue Collar Workers of Newspapers

2. League of Railwayworkers
2. Labour Union of Railwayworkers

3. Union of Hairdressers 3. Labour Union of Hairdressers

4. Association Sara Zaldivar 4. Labour Union of Domestic Workers

(housemaids}
5. Great League of Shoemakers 5. Labour Union of Shoemakers

6. Society of Trade Workers 6. Union of Trade Employees

7. Economic society of Carpenters 1. Labour Union of Building Industry

8. Great League of Bricklayers 8. Labour Union of Restaurant Workers

9. Labourer Society of El Salvador 9. Labour Union of Breadbakers

10. Labourer Society Gerardo Barrios* 10. Labour Union of Workers Soft Drink Industry

11. Cooperative Gerardo Barrios* 11. Labour Union of Weavers

12. National Union of Friends 12. Union of Painters

13. Artisan Society La Concordia 13. Labour Union of Electricians

14. Cooperative Labourer Protection 14. Union of Tailors

15. Catholic Union of Labourers 15. Society of Drivers and Mechanics

16. Central Society of Teachers

11. Labourer Charity of El Salvador

18. Cooperative Francisco Meninde:*

Source: Menjivar, 1979: 26, 27, 50 and 51
Note: * Former presidents of El Salvador

political hegemony of the (pre-1930) ruling coalition of
large landowners, cattle raisers, financiers and bankers.*

With the support of the army, the coalition managed to pre-

vent any reform of the state till the 1960s (Castro, 1984).

In 1944, when prolonged strikes and increasing popular agi-

tation, threated to depose Hernandez from power, his reac-

tion was to try to change the Constitution of the country to

make him president for life. This lost him the support of
the oligarchy, the middle classes and even an important part

of the army, who all opposed the unconstitutional move.
These elites took over the initiative from the popular move-

ment and succeeded in establishing a series of authoritarian

*  This type of regime is called "reactionary despotism" by some
authors (Baloyra, 1983: 308).
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governments, virtually without elections, during the next 28
years, under the military leadership of successively, Colo-
nel Osman Aguirre y Salinas, General Salvador Castafieda, a
military junta, Colonel Oscar Osorio, Colonel Jos  Maria
Lemus, a mixed military and civilian junta, Colonel Julio
Rivera and General Fidel SAnchez.*

A fourfold increase in coffee prices on the world market
during the period 1945-1955 provided the economic resource
base for these regimes. At the same time, a diversification
in agro-export production took place with the expansion of
the  cotton cultivation, often at the expense of basic
grains. The production of cotton rose sevenfold over a pe-
riod of 20 years (1950-1970), and was dominated by members
of the oligarchy with interests in the textile industry and
medium-sized landowners (Williams, 1986: 197). The share of
cotton in the total value of exports rose from 1.5 to 15 per

cent (Dada, 1983: 40).

The fluctuating character of export incomes, however, did
not provide a solid base for the financing of large-scale
expansion of the manufacturing industry. The industrial sec-
tor, including agro-industrial activities, produced only 16
per cent of the GNP and provided 13 per cent of national
employment at the end of the 1950s. The near-equality of the
two percentages seems to indicate that these industries on
the average still had the same labour productivity and capi-

tal intensity as the rest of the economy. Despite the intro-
duction of a law to promote the manufacturing industry in
1952, average investment in newly established firms did not
increase till 1959 (Menjfvar, 1979: 87). The share of tradi-
tional industries in real terms decreased only from 90 to 83
per cent of total industrial output in this decade (Dada,

'
1944-45, Colonel Aguirre; 1945-48, General Castafleda; 1948-
50, junta; 1950-56, Colonel Osorio;  1956-60, Colonel Lemus;
1960-62,  junta and directorate (mixed military-civilian);
1962-67, Colonel Rivera and 1967-72, General Sanchez.
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1983: 68). The import coefficient of manufactured products

only decreased from 38 to 33 per cent.
After 1956 the Lemus government initiated a policy ori-

ented more towards the control of the workers' movement than

its overt destruction (Serrano, 1982). In the 1960s this

policy resulted in the foundation of government-controlled

parallel labour federations which competed with the indepen-
dent ones.

In conclusion, one can say that the production relations

of the colonial era changed with the introduction of large-

scale coffee growing for the world market after independence

in the 19th century. The conflicts of interest between, on
the one hand, the coffee haciendas with share tenancy and
increasing wage labour of migrant workers, and on the other

hand, the minifundia and landless peasants, came to occupy a

central role in development. The liberal state was almost

totally controlled by the hacendados who played a key role
at the expense of both traditional peasant communities,

which at that time still occupied the best land for coffee

cultivation and subsistence agriculture outside these commu-
nities.*

Modernisation of coffee processing and export and expan-

sion of the production of and trade in consumer goods in
urban areas began after the first decade of the 20th centu-
ry. The replacement of British merchant capital by US finan-

cial capital strongly related to export interests obstructed

the growth of the industrial sector during this period. The

United States became El Salvador's most important interna-

tional partner for the trade of goods, services and capital.
The crisis of the 1930s did not lead to a populist peri-

od, unlike in various South American countries, but instead

*  "Liberal" in the sense of having a strategy that aimed at the
introduction of markets for land and labour as well as a
strong state to regulate the trade in the export crops (Flora
and Torres-Rivas, 1989: 34).
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*

established a  dictatorship of "reactionary  despotism".
Economic diversification and industrialisation were rever-

sed, and recovered only in the 1950s partly because of the
expansion of the cotton sector. Industrialisation still had

a very limited character. The historical peasant resistance

against expropriation of agricultural land in the period of

expanding coffee cultivation ended in spontaneous and vio-

lent revolts which only had local effects (Serrano, 1982).

During the rule of various military regimes after the

crisis, urban workers organised themselves in associations

and societies as a reaction to the proscription of formal
labour unions. At various times they succeeded in overthrow-

ing dictatorial governments. However, the economically domi-

nant class took over later and continued "reactionary despo-

tism" under military leadership (Castro, 1984).

5.  Industrialisation in the 1960s

The main change in the economic strategy of the 1960s was

industrialisation based on import substitution, which af-

fected economic and political structures in both urban and

rural areas. Officially recognised opposition parties and

the majority of labour union federations surged during this

period of accelerated industrialisation linked to the

foundation of the Central American Common Market.

The economic development took place under the influence

of a number of external factors that had to do with US inte-

rests in Latin America. The answer of the Kennedy Adminis-
tration to the successful Cuban revolution in 1959 consisted

of a continental strategy, labelled the Alliance for Prog-

ress, with the aim of bringing about reforms within the lim-

its of existing political structures. To stop the spread of

communism,  development was to be directed towards indus-

*

Examples of populist regimes in South America after the 1930s
can be found in Mexico, Brazil and Argentina.
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trialisation, modernisation of agriculture and the growth of

domestic markets. However, there was also a tendency in the

United States to see reformist movements as sources of po-
tential East-West conflict (Dorner, 1992:  7; Montgomery,

1982). The armies of Latin American countries had to assume

a key role in the defence of "national security" and were to
be closely monitored by the United States. With the founda-
tion of the Central American Defence Pact (CONDECA),  the

Salvadoran army became more integrated into the regional

military structures, and the door was opened for US Security

and other institutions to operate more frequently and di-

rectly in El Salvador.

When in 1960, massive popular unrest led to the replace-

ment of the dictatorial government of Lemus by a moderate

civilian-military junta, the latter was not allowed to rule

for long. With the intervention of the American Ambassador,

a coup followed within three months and set up a more oli-

garchy-minded directorate (Montgommery, 1982). A few days
after the coup came the "Proclamation of the Armed Forces to
the Salvadoran People", signed by all commanding officers of

the army, in which the role of the army as an institution in

the social, political and economic life of the country was

officially confirmed. The combination of internal and exter-

nal factors greatly influenced the development of a social

and political system in which new kinds of organisations
emerged with great consequences for class conflicts in urban

and rural areas. In the 1960s the industrialisation process

fostered macroeconomic growth rates as shown by real GDP per

capita increases, which resulted in rising standards of liv-

ing mainly in urban areas.
The Salvadoran economy had just undergone a 10-year peri-

od of diversification of the agro-export production marked

by expansion of cotton and sugar growing, as well as high

exports of coffee at increased prices. From this time dated
the ideas of the UN Economic Commission for Latin America
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for industrialisation in Central America based on common

investment plans by the countries (Reynolds, 1978). The gov-
ernments had to play an important role in these through,

among other measures, infrastructural investments such as
the    construction    of    the    huge    " 5 November" hydro-electric

power station in El Salvador. However, the strategy was not

applied fully because of fiscal problems in the region due

to the 1957-1958 fall in demand for Central American export

products on the world markets (Menjivar, 1977).

What finally occurred was import-substituting industria-
lisation in the Central American free trade area, based on

joint investments by mainly US multinationals and Salvadoran
and Guatemalan oligarchies, who were economically the most

powerful in the region (Menjivar-Ageus, 1982: 11). The cre-

ation of a free trade area for new industries and the provi-

sion of fiscal incentives to investors had priority in this

model. An example of the latter was the exemption from im-

port duties granted to industrial inputs from outside the
region. The percentage of exempted amounts to paid duties

increased in the period 1960-1971 from nine to 60 per cent
(Colindres, 1977: 135). At least 50 multinationals started

operating in El Salvador in the 196Os, of which about 60 per

cent were joint ventures (NACLA, 1982: 31). In 1974 more
than 85 per cent of this foreign capital was related to in-

vestments by the oligarchy (Montgomery, 1982: 93; Chapter
IV).

The foreign investments were mainly in the dynamic indus-

trial sectors of that time, such as food production, texti-

les, chemicals, footwear and clothing, and medical supplies

(NACLA, 1982: 11). Compared with the 195Os, the industriali-

sation process was relatively more capital-intensive, using

imported technology which often led to overcapacity. The

share of industrial employment in total employment increased

from 13 to 19 per cent in the period 1961-1971 (Colindres,

1977: annex 17). Excluding the handicraft sector, industrial
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share in employment increased from seven to 11 per cent, and

its share in GNP rose from 13 to 15 per cent. Another conse-

quence of this development was greater dependence on imports

of industrial inputs and on industrial exports to the Cen-

tral American market. The import coefficient for inputs rose

from about 25 per cent in 1961 to 67 per cent in 1973 (Bro-
dersohn, 1981: 41).

This high import dependence combined with the restricted

size of national and regional markets, competition among
industrialists of the various Central American countries,

absence of complementarity in the production structures of
the countries, and social factors caused stagnation in the

economic integration process at the end of the 1960s (Dada,

1978). In addition, falling world market prices after 1968

and the war between El Salvador and Honduras negatively af-

fected the dynamics of the industrialisation process through
regional integration.

Development based on oligarchic and foreign capital con-

siderably enhanced the concentration of a heterogeneous pro-

duction structure in which modern and capital-intensive com-

panies coexisted with many small-scale craft enterprises
with a very low capital intensity. At the end of the 1970s
about eight per cent of the total labour force worked in the

urban craft sector, which produced no more than three per

cent of the national product (Colindres, 1977). Despite the

industrialisation process, the economy remained dependent on
the export of agricultural commodities. What this meant for

the transformation of agriculture and the countryside will

be discussed in Chapters III and IV of this study.

6.  Trade unionism

It was mainly the urban popular movement that developed
during the recovery decades of the 1940s and 1950s. After

forcing out HernAndez Martinez,  the Committee of Labour
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Reorganisation of El Salvador (CROS) gained strength, and

after the coup of 1948, when General Castaheda was ousted,

it went public with demands for freedom to unionise, wage
increases, holiday allowances, social security, and other

rights for workers (Serrano, 1982: 22). With the new Consti-

tution of 1950 it seemed that these demands would be granted

at least partially and some participation of organised lab-
our in the government machinery seemed possible. The regime

of Colonel Osorio, however, began to act in a repressive way

from 1951, banning the CROS. After promulgation of the "Law

in Defence of the Democratic and Constitutional Order", im-
portant trade union leaders were imprisoned and some were

exiled to other countries.

The next government led by Lemus, initiated a policy more

oriented towards control of the workers' movement instead of

its outright elimination (Serrano, 1982). In the 1960s this

policy resulted in the foundation of government-controlled

parallel organisations which competed with the independent

ones. US institutions and the Church also played a very ac-

tive role in this process. In 1957 the first National Trade

Union Congress was held with the assistance of President
Lemus. However, under the influence of the (clandestine)

Communist Party, a leftist labour union federation,  the
CGTS, was the outcome of the Congress. The government react-

ed by founding an alternative federation, the CGS, supported

by the American branch of the International Union of Free

Labour Associations (AFL-CIO).
The strategy advocated by the influential Communist Party

of El Salvador, nevertheless, impeded further development of

the independent labour movement. In accordance with the in-

ternational strategy of communist parties at that time, the
main  aim  was the realisation  of a "bourgeois revolution".
The related Salvadoran labour federation therefore assumed a

strongly legalistic character and in concrete actions dif-

fered little from the government-friendly confederation. Due
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to this, it lost much of its support among workers to the

state-controlled organisation which officially received pre-
ferential treatment.

As the industry developed, so did the number of legally
recognised unions increase. In 1962 there were 78 unions,
with a total membership of 25,917, or about eight per cent

of the non-agrarian labour force. In 1971 there were 121

legally established labour unions with 47,020 members, nine

per cent of the non-agrarian labour force. In 1975 there

were 127 unions with 64,186 members, representing 9.5 per
cent of the labour force (Menjivar, 1979: 98; Brodersohn,

1981:  45). The organised part of the non-agrarian labour

force thus increased slightly (unions of agrarian workers
were legally proscribed).   The leftist labour union feder-
ation CGTS had only seven unions in 1964. In the same year,

because of internal divisions among independent unions, the

majority of the unions were concentrated in the pro-govern-

ment federation (Menjfvar 1979: 99). At the beginning of the
197Os, 40 per cent of the unions and affiliates were still

with this federation. A number of important organisations,

such as the Union of Railway Workers and the Trade Unions of

Sugar Mills, Soft Drinks and Beer factories, joined neither
of the two.

At the initiative of the Communist Party, a unified fede-

ration, FUSS, was formed by the CGTS and independent unions.
This reduced trade union bureaucracy and legalism and thus

distanced the new federation from the government federation.
The new federation achieved successes,  combining strikes

with picketlines and other militant actions which brought
some concrete results. The number of affiliated unions in-

creased considerably. The emergence of new industrial sec-

tors and the ideological struggle of that period led some

*

The figures are official ones and probably underestimate the

real numbers of organised workers. The increase over time may
partially reflect a better registration system.
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unions to abandon the state-controlled federation, which had

lost prestige among the workers. The National Workers' Fede-

ration,  FENASTRAS, was an example of a progressive union
that joined FUSS, while the big and growing Construction and

Transport Federation, FESINCONSTRANS, left CGS to come under
the influence of the more conservative American AIFLD. The

division among labour unions was also exacerbated by new la-

bour laws in the early 196Os, when stricter requirements for

recognition and regulation of the right to strike (making
them almost impossible legally), were introduced. (Serrano-

Ageus, 1982: 22). The year 1967/1968 was marked by the high-

est number of labour conflicts in this period.  The FUSS

organised the first national strike for 20 years, in which

35,000  workers  participated. Another 15,000  would have

joined in, had the strike continued longer. The strike was

even supported by the pro-government CGS. The next year, a

union of the middle classes, the Teachers' Federation, led

another national strike, which was followed by many other

union strikes and militant actions through which some im-
provements in the working conditions of urban workers were

won. Salaries in industry became not only higher than those

in agriculture, but also increased faster (Colindres, 1977).
The incomes of some urban workers increased more rapidly

than that of the average capitalist.

It is difficult to estimate the exact extent of the total

effect. An indication could be given by comparing the share

in natioal income of the poorest 80 per cent of families,

who were basically rural, and the 15 per cent of families
comprising the next income stratum. Of the two groups, only

the latter saw its share increase, from 17.5 per cent in

1945/1946 to 33 per cent in 1970 (De Sebastian, 1982: 2).

Another study showed that in 1970 40 per cent of the urban
families were able to cover their basic necessities, this

being twice the percentage for rural families (Rosenthal,

1982: 37). The majority of the population lived below the
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TABLE 2.2
DEVELOPMENT IN THE DEGREE OF ORGANISATION IN

EL SALVADOR (in % of the labour force), 1971 - 1979

Sector 1971 1975 1979

Industry 18.6 20.3 9.2

Construction 27.6 42.9 36.0

Energy
0.3 0.4

19.4 47.3 27.5
Trade 1.0

Transport 32.2 9.5 4.2

Services 2.6 3.0 3.3

TOTAL* 8.5 9.3 7.5

Sources:

Statistische Bundesamt, 1983: 17;
Ministerio de Planificaci6n, 1980: 218

Note:
* Excluding agriculture, cattle holding and fishing (small differences

from the percentages in  Chapter IV are caused by different methods
of estimation)

poverty line and comprised farm labourers, semi-proleta-
rians, small peasants and the families in the so-called in-
formal trade and service sector in the cities. It was no

wonder that in the late 196Os, when popular organisations

were discussing the militant character of labour struggles,
there arose a plea for armed struggle and "revolutionary

violence of the masses" which went directly against the le-

galistic view of the Communist Party (Harnecker, 1983).

Although the number of affiliates of the officially re-

cognised unions in the 1970s grew from 47,000 to 65,000, the

rapid expansion of the previous period had ended. This was
evident from the number of trade unions, which hardly in-

creased (from 121 to 123), and from the sectoral degree of

organisation presented in Table 2.2.

Generally, the percentage of union affiliates within the

non-agricultural labour force had been increasing till 1975

and decreasing thereafter. The high proportions of organised

workers in the construction industry and the energy sector

were striking. In the manufacturing industry this proportion
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decreased till half the 1971 level, though the absolute num-

ber of affiliates remained roughly the same. The unions on

the whole did not succeed in keeping pace with the increase
in the labour force.

A review of the number of collective conflicts in this

period,  and the number of enterprises and labourers in-

volved, gives an indication of the extension and intensity
of trade union activism (MIPLAN, 1980: 219). These figures
stagnated during the 1970s and were mainly concentrated in

manufacuring, although in 1977 the construction industry
expierenced widespread conflicts. The effectiveness of the

actions varied. A study of the most important strikes during
the years 1974-1977 indicated that half had been successful

(Menjivar, 1979: 116). Another indication is the evolution
of official minimum wages (Min. de Trabajo). Although these

rose nominally for all sectors at an average of 223 per cent
from 1971 till 1979, the real increase was only 35 per cent,
and in some sectors real wages even fell.

To judge the results with respect to the improvement of
working conditions, one can use the access to social securi-

ty as an indicator (MIPLAN, 1980: 223). From 1974 to 1977
this share grew slightly in the non-agrarian sector of the

labour force, from 21.5 per cent to 25.6 per cent, and sta-

bilised afterwards (in 1979 it was 25.8 per cent). In the
1960s the share doubled, but of course from a much lower
point of departure.

Three political streams developed within trade unionism

in El Salvador. Table 2.3 gives an indication of the rela-
tive importance of each.

The largest block was formed by a number of progressive
federations that in 1978 formed the United Workers' Federa-

tion, CUTS. To this belonged FENASTRAS, with affiliates in

manufacturing,  the energy sector  and coffee processing;
FUSS, with affiliates in the intermediate industry and ser-
vice sectors; and FESTIAVSCES, the federation of workers in



Historical and political background 37

TABLE 2.3
TRADE UNION FEDERATIONS IN EL SALVADOR, 1971 - 1976

Number of trade Number of
unions affiliates

Federation
1971    i 1976 1971 1976

CUTS                         39     a 54 13 366 26 036

FENASTRAS (*)    i    19 (*) 14 983

FUSS                       24     i 19 9 526 7 587

FESTIAVCES 15 , 16 3 840 3 466

FESINCONSTRANS             13 15 4 602 20 681

CGS                          53     i 40 19 470 12 592

INDEPENDENT
16 1

18 9 562 5 622

Total                       121    2 127 47 000 64 931

Source: L6pez 1979: 587
Note: * no information available

food, garment and textile industries, etc. This block in-

cluded 42.5 per cent of the unions having 40 per cent of the

affiliates. Normally it was CUTS which led industrial ac-
tions.

Then there was FESINCONSTRANS, influenced by US institu-

tions and the conservative wing of christian democracy. Be-

sides construction, this federation covered the manufactur-
ing and transport sectors. With 11.8 per cent of the unions,

it had 31.8 per cent of the unionised workers, this large

percentage owing to the extraordinary boom in construction
companies. The importance of this growing sector, the many

international contacts through the AFL-CIO, and a number of

successful actions in the labour union struggle converted it

into a big trade union federation (Samayoa and Galvan, 1979:

593).

In addition, there was the pro-government CGS with 31.5

per cent of the unions and only 19.4 per cent of the total
affiliates. This federation embraced many small unions in
industry, the transport sector, services and construction.

However, the 65,000 officially organised workers were only a
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small proportion of the 1.3 million economically active pop-
ulation.

In this brief review we have not included the important

burgeoing peasant federations in the countryside and those

of the urban middle classes, such as teachers, students and

secondary school students' unions. From these, and from the

progressive federations of the CUTS, emerged most of the
important organisations of the popular movement in the sec-

ond half of the 1970s.

Church organisations were active in the countryside, try-
ing to alleviate the growing impoverishment of peasants and

farm labourers, founding cooperatives and societies which
were organised into the National Union of Catholic Labour-

ers, UNOC. This organisation was influenced in the 1960s by

the newly established Christian Democratic Party. Poverty in

the countryside also led to massive migration of poor and

landless peasants to Honduras (Durham, 1979).

7.  Political parties

The Communist Party of El Salvador, PCS, was the only po-

litical party to survive the dictatorship of Hernandez Mar-

tinez and still be active in 1948. The social democratic
Partido Laborista as well as the conservative Liga Roja had
disappeared by that year. This did not mean that the inter-

est groups which they represented were not active any more

and social democracy and legalism remained important tenden-

cies in the labour movement. Also, the emerging urban middle

classes, clerical sectors and public employees were adher-

ents of these ideas. It is, therefore, not surprising, that
the Christian Democratic Party, PDC, was founded in the ear-

ly 196Os, stating as its principal aim the reform of the
existing system through a process of modernisations.  Its
ideology was based on the social doctrines of the Roman

Catholic Church and its  leaders included industrialists,
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academics, traders, teachers and other members of the middle

classes,  from which the active rank and file of the party

were also recruted. From the very beginning it aimed at an

alliance with so-called progressive elements of the ruling
class.

As an electoral opposition party, the PDC achieved con-

siderable successes, especially in municipal elections. In
the countryside the party had much influence on the Chris-

tian Peasants' Federation, FECCAS. Later, the social demo-

cratic MNR was founded with a more populist policy than the

PDC. This party remained small, its support coming from in-
tellectuals and some labour union leaders. The middle-class

opposition was rounded off by the Nationalist Democratic
Union, UDN, that was founded in 1957 and maintained close
relations with the PCS and its unions. Because the PCS was

not recognised legally and therefore could not participate
in elections, the UDN operated as its legal umbrella organi-

sation with a programme proposing an independent modernisa-

tion process. As in the case of the PCS, UDN activists con-

sisted mainly of students, teachers and urban workers.
The socio-economic development after the fall of dictator

Hernandez Martinez made it necessary for the ruling class to

have a political party of its own, at least for electoral
purposes. At the beginning of the 1960s the regime of Colo-

nel Rivera was considered a model government by the Alliance

for Progress when it established the National Party of Con-

ciliation, PCN, based on remnants of the former Liga Roja

and a conservative splinter of the PDC (Montgomery, 1982).
This party was led by the military and some members of the

bourgeoisie and middle classes, and its principal aim was to
ensure the continuity of the alliance between the oligarchy

and the army (L6pez, 1979). Close cooperation between PCN

and a paramilitary organisation succeeded in keeping the
Christian Democratic PDC from electoral victory in the coun-

tryside through terror and intimidation. Other conservative
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parties were founded later, such as FUDI for the landlords

and the PPS which represented the interests of the agrarian
and financial petit bourgeoisie.

With industrialisation came modernisation, mainly in the

urban areas, from which labour union and political party
structures emerged. State actions and legislation were ori-

ented more towards controlling popular organisations than

overthy destroying them. Radical, as well as reformist ten-

dencies were present in these organisations, which also had

a strong influence in rural areas. Reformism appeared to be
the stronger tendency owing to the middle-class character of

the emerging legal opposition, but, as already mentioned,

the internationally accepted alliance policy of the Commu-

nist Party of El Salvador also played a role in this.

As a result of the social and economic development in
this period,  and in particular after the collapse of the

Central American Market, the reformist strategy came under
fire within the popular movement.

The organisations in the countryside were also influenced

by clerical, North American and governmental institutions.

The last two were also active in the labour movement, estab-

lishing parallel organisations in competition with the inde-

pendent ones. The oligarchy, representatives of internation-
al capital,  the agrarian bourgeoisie,  industrialists and

large traders also organised themselves into interest groups

and to a lesser degree political parties.

Although " reactionary despotism"    did not change    in    its
essence, its character was transformed, influenced by eco-

nomic as well as domestic and international political ten-
dencies. A broad and more modern structure of domination

emerged in which ideologies of the ruling class, and also of

Christian and social democratic nature, influenced the popu-

lar movement. However, the concentration of income and prop-

erty limited the expansion of the last two tendencies.
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While the trade unions had their limits, the legal polit-

ical system, which had been set up in the 196Os, was worse
and caused broad sectors to "go beyond the imposed limits of

civil legalism" (Samayoa, 1979: 596). Elections were a key

element within the legally established order. The National

Party of Conciliation, PCN, that defended the interests of
the oligarchy and military was prepared to go to extremes to

win every election and did so with the assistance of para-

military groups and electoral fraud. In parliament, PCN ob-

tained between 52 per cent (in 1968) and 100 per cent (in

1976) of the seats (Colindres, 1977: 8). In the municipal

elections, it obtained between 67 per cent (in 1968) and 100
per cent (in 1976 and 1978). The 100 per cent wins reflected

electoral fraud. The opposition Christian Democratic Party,

PDC, did well with 40 per cent in parliamentary seats and 30

per cent of municipal seats in 1968.

During the run-up to presidential elections in 1972, the
three legal opposition parties, PDC, MNR and UDN, formed an

alliance group, the National Opposition Union, UNO, with the

christian democrat Napole6n Duarte as their candidate. How-

ever, although UNO won the elections, the candidate of the

PCN, Colonel Molina, became president through fraud (Lapez

and Orellana, 1980: 186-7). The elections of 1977 saw a sim-

ilar development, but with Claramount, a retired officer, as
the UNO candidate, a recognition by the alliance of the mil-

itary dominance in the state hierarchy. Once again, the PCN

candidate, Minister of Defence, General Romero, became pres-

ident through fraud.

8.  Illegal popular organisations

The most important development in the popular movement of

the 1970s was the emergence of guerilla or politico-military

organisations as a consequence of the legal problems experi-

enced by political parties and labour unions, the increased



42 Chapter II

importance of the state and the impact of its repressive
institutions.' The failure of the development model, the

impossibility of basic needs satisfaction and the persistent

international economic problems (among others, the oil cri-

sis), contributed to a crisis in the economic, social and
political system of El Salvador in the 1980s.

The issue of armed struggle as a means to seize power had

always been present in strategy debates of progressive popu-
lar organisations, in spite of the defeat of the revolution

in 1932 and its negative aftermath. After the victory of the

Cuban revolution in 1959, the struggle against the govern-
ment of Lemus and the coup that ended within three months

with the moderate junta in 1960, the Communist Party and
other progressive forces formed the United Front of Revolu-

tionary Action. This front organised  small  clandestine
groups to carry out armed actions in preparation for a gen-
eral insurrection (Harnecker, 1983: 41).

Although these groups functioned for some years, they did

not in fact stimulate the armed struggle. In practice their

actions served more propagandistic aims, while the groups
became more and more isolated from the popular movements.
After this came the discussion about excessive legalism, bu-

reaucracy and the pure economic orientation of the Salvado-
ran trade unions.

Within the FUSS labour federation there appeared a grow-

ing body of opinion that advocated starting more militant
actions, the "revolutionary violence  of the masses".  As  a
next step, the discussion focused on the position of the PCS

itself. The developments in the 196Os, the further partici-

pation of the Communist Party in the legal system through

*

Most of the information in this section comes from documents
of the organisations. Montgommery, 1982: 119-159 and Dunker-
ley, 1988: 335-80 are usueful secondary sources.
Instead of the better-known term "guerilla" organisation, we
shall use the Salvadoran expression "politico-military" orga-
nisation, as it describes its real nature better.
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the political party UDN, and its attitude concerning the war

with Honduras in support of the oligarchic regime, resulted

finally splitting the PCS in March 1970.
The new organisation,  later to be called the Popular

Forces for Liberation (FPL) Farabundo Marti, considered that
the existing social structures in El Salvador made a politi-

co-military strategy the only possible way to start the

transition to socialism ( FPL, 1976). This strategy was to be

an integrated one with as many popular sectors as possible

being recruited over an extended period of time to seize
power from the ruling classes. To achieve this,  it was
thought necessary for the FPL to transform itself into a

Marxist-Leninist organisation, that would be a revolutionary

vanguard in the struggle (FPL, 1980). The fundamental class

conflict was, according to FPL,  between the bourgeoisie
(oligarchy and non-oligarchic bourgeoisie)  related to US

capital, and the workers in the cities and countryside, al-

lied to the poor peasants.

The FPL regarded the traditional landlords, peasants, the

petit bourgeoisie and middle classes as secondary social
classes. That was why the worker-peasant alliance was seen

as essential. The proletariat was to be the leading force of

the revolution that in the first place would have an anti-

oligarchic and anti-US character. The establishment of a

political alliance between labourers and peasants was a cen-

tral aim of the FPL in the 1970s. Right from the start it

simultaneously organised armed support groups and networks

of supporters from workers' organisations, among whom were

leaders and activists of labour unions and peasant federa-

tions (Harnecker, 1983: 47). These support groups were not

only to help the armed struggle, but were also oriented to-

wards political work with popular sectors "in order not to

be alienated from the masses". Also, they provided support

and leadership to popular movements through actions to se-

cure basic necessities, actions which were incorporated into
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the politico-military struggle. Other steps were taken in

relation to the Catholic Church and the emerging middle
classes, among which the organisation had considerable sup-

port. In February 1975, the leadership of the FPL published

an open letter with the aim of winning over progressive cle-
rical sectors that were uneasy about the military and polit-

ical activities of the organisation (FPL, 1975). It succeed-

ed in winning the goodwill of young priests, such as those
around archbishop, Oscar Romero.

Among the notable early actions one can mention the sabo-

tage of plants owned by foreign big businesses (IBM, ITT,

Coca Cola, etc.), actions against government institutions,

security services and the army. In the 1970s the FPL became
the largest politico-military organisation, probably as a

result of its strategy to win popular support, the develop-

ment of ideas within the Communist Party and the political

simplicity of the presented alternative.

Because of the diversity of popular organisations in El

Salvador, it was to be expected that the FPL would not re-
main the only clandestine politico-military organisation.

Small guerilla cells were already active in 1971, mainly but

not exclusively arising from radicalised Christian democrat-

ic youth. They started with a strategy of " foquismo", armed

actions by small autonomous groups to stir up a general in-
surrection. This was a revolutionary strategy that spread

among Latin American countries after the success of the Cu-

ban revolution. At first these autonomous groups rejected
the system of political parties, the PCS and the work with

workers' organisations altogether, considering them to be
part of the legal structure that sustained the official sys-
tem. Over time the cells formed a federation named The Revo-

lutionary Army of the People, ERP, the aim of which in the

beginning was only to coordinate their activities and to

exchange information. However,  the political,  ideological
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and organisational bases of this cooperation were weak and
vulnerable to breakdown.

When in 1972 Colonel Molina resumed office after clear

electoral fraud, worsening living conditions sparked almost

spontaneous rebellion in some parts of the population. The

ERP decided the situation was ripe for revolution against

what it called a fascist dictatorship, and it started cor-

responding political action, establishing "committees of re-
sistance against fascism" which had the sole task of provid-
ing logistical support to the guerillas.

This military activism caused internal conflict which was

to ultimately lead to the execution of two leaders of the

Revolutionary Army and result in internal division. Later,

the ERP became aware of the need for a political organisa-

tion to decide its strategy and tactics and founded the Rev-

olutionary Party of El Salvador, PRS, "to lead the masses

within a short time to a general popular uprising against
the fascist dicatorship" (PRS, 1977). A front organisation

based on broad alliance policies was to be constructued to

achieve this goal. The ERP's militaristic nature, however,

remained and converted the organisation into the strongest

guerilla force of the 1980s.

The third politico-military organisation of the 1970s was

a faction of the ERP that split off because of differences
over the lack of mass mobilisation, adopting the name of Na-

tional Resistance, RN, with its armed forces being the FARN.
The reason for the establishment of this organisation was

the desire to make the work with popular sectors and mass

organisations established by the RN central in the political

process. The RN saw the revolutionary process as a popular

democratic revolution which would be an intermediate phase

towards the socialist revolution (RN, 1978). The similarity

with the conception of the "bourgeois revolution" of the
Communist Party was obvious. Two elements that played an
important role in this strategy were the construction of a
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broad United Front and the efforts to capitalise on con-

flicts within the ruling power block and the army. This po-

litico-military organisation succeeded in obtaining a con-

siderable support from the urban working class. Ransom money

from important oligarchic families, industrialists and for-

eigners provided finance for the organisation.*

Finally, the Communist Party,  PCS,  in its congress of

1979 accepted the armed struggle as an appropriate instru-

ment of the popular movement. In the same year, the fifth

and smallest politico-military organisation announced it-

self, the Central American Revolutionary Labour Party, PRTC,
at that time of Trotzkyist orientation (PCS, 1980).

An alliance of the five politico-military organisations

(FPL, ERP, RN, PCS and PRTC) established the united guerilla

front FMLN in 1980, which during almost 12 years maintained

armed opposition against several Salvadoran governments.

9.  Conclusions

In this chapter we have explained the different stages of

El Salvador's economic development prior to 1970 and of the

corresponding popular movement. The transformation of the

economy by the international coffee market, the replacement

of British merchant capital by US financial capital,  the

crisis of the 1930s and the recovery of the agro-export eco-

nomy later on, created a social structure in which the popu-
lar movement had almost no room for manoeuvre. The efforts

in this period of the Communist Party of El Salvador to
start a process of radical change failed.

With the increase of direct foreign investment, mainly
from the United States, within the framework of the Central

For example, the kidnapping of the local director of the
Dutch multinational Philips, at the end of 1978, brought in
millions of dollars in ransom money and a proclamation of the
RN was published in the principal European newspapers.
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American Common Market and the Alliance of Progress, a pro-

cess of dependent industrialisation took off. Nevertheless,
the production structure remained basically agrarian. In the

urban areas a new system of domination by the oligarchy was
created, which intended to control popular organisation in-

stead of destroying them. The petit bourgeois opposition of

political parties as well as legal labour unionism had some

space to operate within this system. The legally banned PCS

participated indirectly, following general guidelines of the

international Communist movement. As a consequence, the ur-

ban labour movement had much influence over the way in which

rural workers became organised.*  Industrialisation stagnat-

ed in the 197Os, owing to the collapse of the Common Market,

and efforts to inject new life into it through the introduc-

tion of free trade zones and minor economic reforms failed

because of social polarisation, which also deprived the po-

litical and trade union opposition of the possibility of
operating in an effective way. That is why and when various

revolutionary organisations gained importance, each with its
own political strategy that in a certain way complemented
the others.

External factors also historically affected class rela-

tions, balances of power and living and working conditions

of the people. The alliance between the oligarchy and for-
eign capital became dominant, while the traditional land-
lords, the agrarian (petit)-bourgeoisie and the so-called

non-oligarchic bourgeoisie had minor positions. A small and

internally divided labour union movement, a controlled po-

litical party system and emerging clandestine organisations,
gave the political "market" an imperfect and unstable char-
acter. According to some authors, the crisis in Central Ame-
rica at the end of the 1970s was caused by political rather

*

Chapter III gives a more detailed account of the development
of rural organisations.
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than economic instability (Irvin, 1987; Torres Rivas, 1991;

Bulmer Thomas, 1989).



III. THE AGRARIAN STRUCTURE IN THE
1960s AND 1970s

1.  Introduction

It is commonly accepted that the state had played an im-
portant role in the agrarian transformation of the 198Os,

but its actions cannot be divorced from the preceding evo-

lution of the rural economy, which itself may have been af-

fected by state intervention. In this context, land distri-

bution and agricultural practices, as well as social class

relationships and interest-group organisations, are the key

variables to be considered. As we have seen in Chapter II,
changes in the socio-economic structure affected the emer-

gence and development of a variety of organisations in El
Salvador, as well as the efforts of the state to control
their struggle for an increased share of national income and

wealth. It is necessary to pay particular attention to the

efforts of rural workers to organise themselves, despite the
official proscription of their organisations.* Political

processes affect bargaining positions, and the struggle to
increase the share of the surplus may give rise to institu-

tional clashes or cause changes of government.

As shown in Chapter II, coffee interests dominated the

economy almost totally until the third decade of this cen-
tury. The ruling class used the state first to intervene in

the land, labour and credit markets and later to provide the

infrastructure to make coffee the main export crop.  The
worldwide economic recession of the 1930s caused a major
upheaval in the main coffee areas of the country and result

*    For how important the general analysis of worker organisation
is in explaining the Central American development in the 60s
and 7Os, see Reynolds, 1978: 206-36.
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ed in the collapse of this structure. However,  it also
marked a turning point in the way workers tried to improve
their working and living conditions. A number of state in-

stitutions were introduced with clearly defined goals and

strategies. For example, the Salvadoran executive organ in

charge of agricultural development was no more than an ad-
ministrative office of the Ministry of General Affairs in

1911. In 1946 it became part of the Ministry of Agriculture

and Industry, and than in 1959 was transformed into the Min-
istry of Agriculture and Livestock (MAG, 1976: 523).

As we saw in the historical overview in Chapter II, fa-

vourable world market conditions revived macroeconomic

growth after the 1940s and provided the resources for accel-
erated rural modernisation as well as for industrialisation
in the 1960s. In the 1945-1978 period real GDP per head in

El Salvador rose almost continually by 150 per cent (on the

average 2.8 per cent anually), with negative growth only in

four of the 33 years (Bulmer Thomas, 1987: 312-3). However,

we have yet to determine if the relatively large-scale and

import-dependent industrialisation, which differed from ear-

lier developments in this direction, complemented the agri-

cultural development of this period. Therefore a detailed
examination of the nature  and elements of  agricultural

growth, changes in interest-group organisation and related
state institutions will be the basic content of this chap-

ter. The main evolutionary effects of postwar state inter-
ventions on the agrarian structure till the end of the 1970s

will form the point of departure for the policies of the
1980s.

The changes in land tenure and land use as central as-

pects of the development model will be discussed in section

2. The emergence of a broad range of rural organisations,
which was another consequence of this process of change,
will be treated in section 3. Since state policies could

have an impact on this process, it will be necessary to dis-
cuss the changes in the state's position and role in section



Agrarian structure in the 1960s and 1970s 51

4. It should also reveal something about. either the exoge-

neous or dependent character of policies in the 1960s and
1970s. Section 5 will give a general view of the distribu-

tional effects of the growth model of this period, as these

could influence the economic positions of interest groups

and thus affect political stability. Some conclusions aris-

ing from this first and more general level of analysis will

be presented in section 6.

2.  Changes in land distribution and use

The post-World War II changes in land relations cannot be

viewed in isolation from much longer historical patterns of

land use and tenureship in El Salvador.

The process of increasing concentration of agricultural

land and expulsion of peasants were central elements in Sal-

vadoran development ever since colonial times. The graph in

Figure 3.1 outlines the long-run evolution of land distribu-

tion, indicating the concentrations after each historical

stage of development as given in Chapter II.

One could say that each period of increasingly unequal
distribution of land was accompanied by further expulsion of

small peasants and ended in massive upheavals and resis-
tance. The end of the first period, after the introduction

of coffee and private property of land around the middle of
the last century, was marked by an important peasant rebel-

lion led by the Indian leader Anastasio Aquino.

The next period led to the earlier-mentioned revolt of

1932,  while the third ended with the civil war of the
1980s.'  This pattern is an indication of a long-run tenden-

cy of increasing population pressure on agricultural land.

*    It will be shown in Table 3.2 that the 1971 curve was not the
final limit of the concentration tendency of stage III.
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Figure 3.1
Dynamics of land concentration in El Salvador
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TABLE 3.1
REAL AND POTENTIAL LAND USE, 1975

Land use Depletion
of

1975 (000 hectares) 1961/75 agrarian
frontier

Growth (years)
Category Real Potential rate

Agriculture 623.4 856.7 + 1.97%      16

-Annual crops 399.9 515.7 + 1.83%      14

-Permanent crops 223.5 341.0 + 2.24%      19

Livestock 465.4 450.6 - 1.83%      2

Forests, fallow and
unused land 818.5 600.0 - 1.61%      19

Urban and non-
agricultural land 196.8 196.8 0.0      -

Total 2 104.1 2 104.1 0.0      -

Source: Own estimation, based on MAG, 1976: 101-4

Note:
The total of agricultural crop land differs from the FAO data
in the Annex, due to registration problems

Since the 1960s and 1970s fall in the final part of the

third historical stage,  it will be necessary to look more

closely at the population pressure on agricultural land in
these decades and examine what this meant for the agrarian

frontier. In the 1961-1975 period, agricultural areas in use

showed an average growth rate of almost two per cent per
annum, and negative rates for livestock, forests and fallow

lands (see Table 3.1). Since the number of families in rural

areas increased by 3.3 per cent annually, the average agri-
cultural and livestock land available for each family de-

creased from 4.2 to 2.7 hectares during this period.*

Table 3.1 also shows the existing potential of different

categories of agricultural land in 1975, that is to say, the

agronomically optimal distribution of land use for annual

crops (mainly basic grains, cotton and sugar cane), perma-

*    It should be borne in mind that livestock areas accounted for
40% of this total while they sustained less than 20% of the
families.
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nent crops (mainly coffee), livestock and forests as esti-

mated by the Department of Renewable Natural Resources of
the Ministry of Agriculture. In the mid-197Os, 30 per cent

of the total land was devoted to agriculture, 22 per cent to

livestock, nine percent to urban and non-agricultural pur-
poses en 39 percent of the land was forests or unused. This

last category could be considered to be the existing agrari-

an frontier, which, depending on the quality of the land,

could be used as agricultural or forest land. Thus, it was

possible for both annual and permanent crops to be increased

by 30 and 50 per cent respectively, by cultivating the fal-

low and unused land, slightly reducing the livestock land

and increasing forest land in accordance with its potential

of 600,000 hectares.  Assuming the same annual rates of
change as in the 1961-1975 period, it can be estimated that
the agrarian frontier would have been totally exhausted in

less than 20 years if this transformation could have taken
place.  The available agricultural and livestock land per

*

family would have dropped then to 1.7 hectares.
The third stage of land concentration also involved a

far-reaching modernisation of agricultural production. The
use of chemical inputs and new seed varieties resistant to

disease and providing greater crop density increased rapid-

ly, and the productivity of land under the export crops of
coffee, cotton and sugar cane rose to the highest levels in

the world (Ruiz, 1979: 73-85). From 1960 to 1974 the export
crops experienced a total productivity increase (constant

prices per hectare)  of more than 40 per cent and basic
grains of almost 30 per cent (MAG, 1976: 233A).

**

Data for 1961-1971 indicated land productivity increases
for all categories of landowners, but there seemed to be

Assuming a constant growth rate in the number of families.

**

1975 has been left out in calculating these figures because
of the specific adverse climatic conditions for coffee that
year.
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also a positive relationship between size and productivity
*

rise. As we shall show later, small producers also became

more and more dependent on the large ones, which together

with the multinationals monopolised the trade in inputs. It

should be pointed out that the intensive use of modern in-

puts had become common in El Salvador, even among the small-

est agricultural producers. Shifting cultivation was coming

to an end by 1980 with small producers, especially, having

no access to the new land necessary to continue this tradi-

tional practice.

To analyse the concrete effects of modernisation, it is

necessary to examine the development of access to land and

land use in the last decades of the third historical stage

of development more closely.

Table 3.2 gives an overview of the process of concentra-
tion of land in the 1960s and the first half of the 1970s.

As a result of the accelerated loss of land by smallholders,

the number of landless families increased rapidly, becoming
the biggest category at 40 per cent of the total by 1975. In

terms of labour force, this means that a quarter of a mil-

lion persons, or almost one-fifth of the national labour
force of about 1.3 million, were constantly wandering around
the countryside in search of (temporary) employment and in-

come (Samaniego, 1980). During certain periods these were

joined by the semi-proletariat, owners of less than one hec-

tare of land on the average, which yielded insufficient

*

Increase of land productivity 1961-71 (%)

<   1 ha 18.4
1 -  10 ha 39.6

10 - 50 ha 40.8
50 - 200 ha 47.9

> 200 ha 103.7

Average 59.2

Source: MAG, 1976: 238
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TABLE 3.2

DISTRIBUTION OF LAND OWNERSHIP IN EL SALVADOR, 1961-1975

Share (%)
Farm area
(in hectares) 1961 1971 1975

Landless 11.8 29.1 40.9
< 1   ha 41.6 34.6 34.1

1 - 1.9 ha 18.8 15.6 15.3
2 - 4.9 ha 14.7 11.4 6.0
5 - 9.9 ha 5.5 4.1 1.9
10 ha or > 7.6 5.2 1.8

Total 100 100 100

Number of families 257 347 384 540 407 387

Source: Samaniego, 1980: 135

*

production to cover their basic needs.
In 1971 an optimistic estimate put the average harvest of

maize growers with less than one hectare of land at about

650 kg, while the minimal needs of a family were estimated

to be 920 kg a year (Samaniego, 1980: 134). However even in

El Salvador one does not live by maize alone. Semi-proleta-
rian families had increased in absolute numbers but decrea-

sed in relative terms. In 1961 a little over half the rural

population migrated permanently or temporarily, and in 1975
**this percentage rose to 75 per cent.

In absolute figures, almost half a million of the rural

landless and semi-proletarians, or more than one-third of
the national economically active population, were in this

situation at the end of the 197Os: surely a problem of great

dimensionst The concentration of land and the loss of rural

*    Following Montes (1986: 28), these are agrarian workers who,
in spite of having a plot of land, are in the process of
becoming more dependent on wages which already constitute a
major part of their income. In El Salvador, one or two hect-
ares of land are normally taken as the users' limits to de-
fine this rural group.

**
These percentages relate to the landless and semi-proletariat
together.
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TABLE 3.3
DISTRIBUTION OF CULTIVATED LAND BY CROP DESTINATION, 1961

Farm size | Domestic market
  Export market

< 1   ha                        17%                        1%
1  - 10  ha                        53%                      12%
10 - 50  ha             1           14%           1           21%
50 - 200 ha                         6%                      27%

> 200 ha                         10%                      39%

Total area                         100%          i          100%

(1000 hectares)         5           322           i           221

Source:

CEPAL/FAO/OIT: Tenencia de la tierra y desarrollo rural en

Centroamarica, San Josd, 1973: 161 and the Annex

productive work is evident from Table 3.2: all categories of
owners with more than two hectares of land decreased in nu-

merical as well as relative terms.

In 1975, 7,297 families possessed almost 20,000 agricul-

tural properties with on the average more than 10 hectares

of land (IIE, 1982: 511). Fewer than 1,000 agricultural es-

tates were bigger than 200 hectares, their average being 500
hectares.

Land use also differed with farm size. Farmers with more
than 10 hectares had on the average half of their land under

cultivation, the rest being extensively exploited grassland

or fallow land. The semi-proletariat, on the other hand,

cultivated their average one hectare intensively with mainly

basic grains and hardly any (permanent) export crop.
The same pattern could be observed in properties of one

to 10 hectares, though the percentage of uncultivated land

was higher than in the smaller plots. The (permanent) crops

for export were basically cultivated on the largest proper-

ties (see Table 3.3). Two-thirds of the area under export

crops was on farms larger than 50 hectares, in contrast to

70 per cent of the basic-grain land which was on properties
smaller than 10 hectares.
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The national area given to cotton expanded by more than

27 per cent in the period 1960-1975, and that given to sugar

cane by more than 90 per cent. In contrast, the area given
to basic grains increased by 35 per cent (see Annex). The

area devoted to coffee increased by 40 per cent after World

War II, covering almost one-fifth of the total cultivated

land in 1975. The expansion of the areas with export crops
was an important factor causing land and food scarcities and
the corresponding need for imports in El Salvador (Durham,

1979: 52-8).

The average harvested export crop area and that for food

crops remained more or less constant over the period 1948-

1952 but exports increased by 50 por cent in 1971-1973 (see

Annex and Brockett, 1988: 55). The rate of expansion fell in

later periods. The area for food crops increased by 25 per
cent over the period 1951-1952 and 1971-1973.

Table 3.4 illustrates how the annual production growth
rate of the various crops changed over time. The production

of export crops generally grew faster than that of basic

grains except in the period 1964-1970 when the major part of
the growth was caused by an extraordinary increase in the

basic grain area under the stimulation of government poli-
cies.

Due to changes in productivity and prices, export crop
yields in value added per hectare were much higher than
those of basic grains (Ruiz, 1979: 75). In the case of cof-

fee, the yield was was 10 times (US$774/ha) that of maize
(US$75/ha). As a consequence, income from agricultural pro-

duction growth accrued particularly to large landowners. The

period 1961-1975 saw a fall in the real income of the land-

less and all the families with less than two hectares of
land, the two categories comprising 90 per cent of the rural

population (Samaniego, 1980: 138).*

    See also section 5 of this chapter on increasing rural in-
equality.
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TABLE 3.4
AVERAGE GROWTH RATE OF AGRICULTURAL PRODUCTION

IN EL SALVADOR, 1950-1975

Period
Crops

1950-75 1960-64 1964-70 1970-75

Export crops 4.2 12.4 0.6 3.9
Coffee 3.3 8.9 3.0 3.1
Cotton 9.6 24.0 -6.4 3.9
Sugar 6.7 1.2 7.6 17.1

Basic grains 1.1 -2.5 8.4 1.8
Beans -2.7 -7.2 11.9 4.7
Maize 2.5 -3.1 9.7 1.0
Sorghum 0.8 -5.7 6.8 0.1
Rice 2.7 7.5 3.4 4.8

Source: FTC, 1976

Apparently, the increases in real wages, employment and ba-

sic-grain prices were not enough to prevent this fall in

income. (see later in this section).

Tenure relations in the countryside also changed in this
period. The colonato, on plots of less than two hectares

which formed part of the still existing bondage relations on

large coffee haciendas, almost disappeared (Samaniego, 1980:
130). In the 1960s their number fell by 70 per cent (MAG,

1976: annex 55). The large agricultural farms needed mainly

casual labour. By expelling the colonos, not only was the
area for the export crop expanded but the haciendas were
also freed of the responsibility for the maintenance of the

labour force during the low-activity seasons. Similar eco-

nomic reasons for the expulsion of sharecroppers can be ob-

served in other Latin American countries (Kay, 1994: 8).
More plots of less than one hectare were leased out or

rented under   the new system ( Samaniego,   1980 : 130).* Having
less land, the colono was obliged to pay a fixed amount of

*

From Table 3.2 we calculate that families with less than one
hectare increased in absolute numbers by almost 32,000,  in
spite of the decrease in their share of the total number of
families.
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money, which created the need to work for wages as day-la-
bourer. At the end of the 1970s the owners of the means of

production, the large landowners and agrarian bourgeoisie,

received 56 per cent of the total income from agriculture

and cattle raising (in the form of profits, ground rents,

capital expenditure and imputed income), the state received

10 per cent (indirect taxes), interest on capital accounted

for four per cent and only 30 per cent was received by the

labourer in the form of wages and imputed income for small

basic-grain producers (Samaniego, 1980: 130; see also MAG,

1976: 256-61).

Wage income accounted for only a small part of the income

of rural families owning land. Families that had two hect-

ares or more obtained at least three-quarters of their in-

come from agricultural activities. In contrast, the landless

obtained half of their income from wage labour, this being

complemented with products from the vegetable garden, retail

trade and other activities (Samaniego, 1980: 139).
The Salvadoran government estimated that in 1975, even

on an insufficient diet a rural family needed 250 colones
(US$100) a month to get by (Benitez, 1977: 90). Various stu-

dies indicated that only families with 10 hectares or more

exceeded this minimum  (Ruiz, 1979: 79; Samaniego, 1980:

139). That year 95 per cent of the rural families had an
income below the needed minimum: they were the landless,

semi-proletarians and small peasants. The next category were

the farmers, with an income two-and-a-half times the neces-

sary minimum, comprising 3.5 per cent of the rural families.

Another 0.7 per cent earned more than 13 times this minimum,

and the pyramid was crowned by the oligarchy with an average

annual income from agriculture of a quarter of a million
colones (US$100,000). Although the countryside changed con-

siderably in the pre-1980 period, both rural inequality and

poverty remained and even increased. The evolution of land

concentration followed the historical pattern summarised in

Figure 3.1.
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3.  Rural classes and organisations

Using the yardsticks of access to land, land use and ori-

gin of income as discussed in the preceding section, it is

possible to distinguish a number of principal rural social
classes in the 1970s. At the bottom of the pyramid there

were the landless, about 40 per cent of the rural families,

who could be considered the (potential) rural proletariat.
Their situation did not differ much from that of the 50 per

cent of the rural families owning less than two hectares

land, considered to belong to the class of semi-proletarian

tenants or proprietors, who competed with the landless for

temporary jobs in the harvest season. A small proportion of

this group were still colonos on the haciendas. Small peas-

ants (eight per cent of the rural population) mainly growing

basic grains, owned parcels of two to 10 hectares. Medium-

sized farmers (10 to 50 hectares) growing both export crops
and basic grains, and small and medium-sized basic-grain

traders belonged to the top two per cent of the countryside.
The structure was topped by big landowners, mostly traditio-

nal livestock ranchers, landlords and capitalist multi-fami-

ly estate owners growing coffee, cotton and sugar cane, and

exporters as well as agro-industrial processors. Figure 3.2

graphically summarises this rural social structure in the
1970s.

These social classes had different economic interests, of
course, but there were also differences within the same ca-

tegory.*  Traditional landlords, big agricultural producers,

exporters, intermediate traders and medium-sized farmers

generally had a common interest in maintaining the prevail-

ing property and production relations. However, when this

*    The interests of agricultural social classes given here are
those listed by the Salvadoran Ministry of Agriculture and
Livestock (MAG, 1976: annex 59). However, our analysis and
interpretation of social interest groups may differ consider-
ably from the Ministry's.
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group is examined more closely, it is clear that the land-

lords, whose economic interests lay in landownership and
traditional bondage relations, would try to retain the inef-

ficient, fixed land ownership patterns, high tenancy rents,

the system of cheap labour and state control of workers'
organisations; on the other hand the big producers and trad-

ers would place more importance on higher labour-market ef-

ficiency, inputs and credits, high prices for export crops
and absence of state intervention. Medium-sized farmers

would prefer cheap tenancy rents, low wages, cheap inputs,

efficient trading  channels and some state  intervention.

Small peasants,  semi-proletarians and the landless would

consider radical changes in property relations and state
intervention of utmost importance. However, there are dif-

ferences in this group, too. The need for access to land,

marketing channels,  technical assistance and low tenancy

rates would be the most important objectives of the first

two subgroups. Agricultural labourers would find state in-

tervention through wage and social security legislation and
the withdrawal of state control on labour organisations of

fundamental importance. Because of the virtual absence of

income and property taxes in the countryside, export taxes

were an important issue for big producers,  exporters and
medium-sized farmers alike. However, besides economic inter-
ests,  there were political and ideological factors which

also influenced the behaviour of rural interest groups and
their impact on the state and state policies.

The prohibition of rural trade union activities left the

Church as the only institution with organisational activi-

ties in the countryside from the 1950s onwards. In the be-
ginning,  these activities were exclusively of charitable

nature, but in the 1970s this was changed by the development

of urban workers' and middle-class organisations related to

the process of industrialisation (see Chapter II). An urban
labour movement under Christian Democratic influence led to

the founding of the Christian Federation for Small Peasants
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Figure 3.2
Rural Class Cone

of the 1970s
Landlords, exporters and big producers- - - Medium-sized farmers and traders 2%

8%

Semi-proletariat 50%

40%
.Landless
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and Land Labourers, FECCAS, in 1964. FECCAS later became an

important interest organisation, following a long period of

consciousness-raising, basically by progressive  elements

within the Catholic Church.'  This ideological process ad-

vanced simultaneously with the expropriation of land and
dissolution of relations of servitude in the countryside
(Cabarrus, 1983). Later, landless day-labourers established
an independent union (UTC) under the influence of the polit-

ical left.

Other rural  organisations  initiated by the Salvadoran

Government and North American institutions that operated as

part of the Alliance for Progress also appeared during this

decade. Taking advantage of the expanding poverty in the
countryside, the latter founded anti-Communist peasant orga-

nisations which had the task of operating as official out-

lets for popular discontent or stopping disaffection with

intimidation. Cooperative courses for peasant leaders were

financed by the American AIFLD, from which the Salvadoran

Communal Union, UCS, arose as an organisation of relatively
more prosperous small peasants. The history of corruption

and infiltration of this union by Salvadoran and American

intelligence services is well documented (Forche, 1980). A

splinter association of cooperatives was formed in the 1970s

following a dispute over missing funds in the council of the
UCS.

A totally different organisation was the so-called Natio-

nalist Democratic Organisation, ORDEN, founded by General
Medrano and directed by retired and active army officers.

The formal purpose was "the defence of the rural population

against anarchic and anti-democratic forces" and support for
the security services against national and international

*    This took the form of creating awareness that the landless,

semi-proletarians and poor farmers had the same interests as
urban  workers,  the  same  fundamental  class  contradiction
against the oligarchy and foreign capital; and that a change

of social structures was needed to improve the living and
working conditions of the population.
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"subversion".   It  was also intended to mobilise supporters
for the new ruling-class party PCN during election periods.
ORDEN had an extreme-nationalist and anti-Communist ideo-

logy. The majority of the members was recruited from poor
tenants and seasonal labourers who were rewarded with basic

needs products and other privileges. In practice, ORDEN was
transformed into an extensive network of informers for the
army in the countryside and was involved in para-military

activities. Through the use of this network, the efficiency

of state repression increased enormously (Polamica, 1980:
19-29). The emerging progressive peasant movement suffered

much from the activities of ORDEN and had to strive hard to

present an alternative to an institution which enjoyed so
much support from the army and the state. (Cabarrus, 1983).

For the highest classes in the social pyramid excluding

the ruling oligarchy, there was the Agrarian Front, FARO,

which organised the middle-sized agrarian entrepreneurs,

landlords,  cattle raisers and rich peasantry,  though the
latter had a subordinate position (Lapez, 1979: 577). This
conservative Front defended the interests of the traditional

landlords and the large private agricultural enterprises. It
was opposed to any form of cooperativism and collectivism,

against wage increases in agriculture and in favour of main-

taining labour relations of servitude in this sector. Gene-

rally, it opposed any modernisation process in the country-
side.

It must be emphasised that FARO was not the organisation

of the ruling oligarchy, who were instead organised in the

Association of Private Enterprises, ANEP, led by the section

of the oligarchy having close relations with foreign capital

(LOpez, 1979: 576). This pressure group of urban and rural
big capital could exercise influence on the bureaucratic as

well as military arms of the state. Members of ANEP in gen-
eral were liberal in ideology, supporting exclusively pri-
vate ownership of the means of production and mass communi-
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cation media.'  They considered the state's primary task to

be protection of the interests of private enterprise. ANEP

was particularly active during periods of popular demand for

reforms, thus as a defense organisation for the state. How-

ever, under certain conditions the Association was willing

to support capitalist modernisation of agriculture.

Big landowners and exporters also founded producer asso-

ciations. The oldest was that of coffee growers, founded in

1929, the sugar growers', cattle-breeders' and many other
associations dated from the 1960s and 1970s. The process of

modernisation brought a certain fragmentation into rural

organisation which generally followed more political- and

ideological- than economic-interest lines.

4.  The changing role of the state

What was the impact of the changing agrarian structure on
the state? And what if some state autonomy had developed,

considering the stimulating factors that could induce this,

as discussed in the first chapter?

A start was made with the further development of the
state structure during the period of economic diversifica-

tion in the 195Os, which also saw the introduction of social

legislation and other labour laws. The number of public em-

ployees increased by about 50 per cent. During the period of
the import substitution and Central American integration in

the 196Os, this number doubled (ECA, 1981: 66). The increase

was caused first by the traditional growth of bureaucracy
that had to provide services to producers and exporters of

agrarian products as well as protect and legitimise the sys-

tem of domination for the benefit of the ruling class. Sec-

ond, it was caused by the founding of a number of decentra-

lised state institutions, which had to create the precondi-

*

For an analysis of liberal ideology in Central America, see
Woodword, 1984: 291-312
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tions for industrialisation and other modernisation. The

institutional sectors where this happened included education
and health services,  social security,  telecommunications,

energy provision and others.
The  Salvadoran Ministry  of Agriculture, distinguishes

between state actions directed at organised agricultural

workers and small peasants, and those directed at big pro-
*

ducers and exporters. The former basically aimed at "po-

litical marginalisation" or "restriction of independent or-

ganisation",  but  also at strengthening the cooperative move-
ment and education. On the other hand, big producers' orga-

nisations received easy recognition, were stimulated through

incentives and were allowed participation in the administra-
tion of agrarian public institutions. Their interest groups

had considerable weight (50 per cent or more) in the boards

of a number of decentralised public institutions in agricul-

tural banking and production support, as well as on the Min-
**

imum Wage Board and the Cooperative Support Institute.

This development continued in the 197Os, and at the end

of this period the central government sector (ministries,

etc.) had more than 60,000 employees while an additional al-

most 30,000 worked in the decentralised state institutions.
These numbers did not include members of the Armed Forces
and Intelligence Services who together amounted to another

30,000. Personnel in temporary service were also excluded

from this total.

Not only the size, but also the nature of state activity
in the economy changed considerably during this period. In
the introduction to this chapter we mentioned the establish-

ment of a separate Ministry of Agriculture in 1959. At that

*   MAG, 1976: 505-19 and annexes 69 and 70.

**
These decentralised institutions were:
Agrarian  Development Bank,  Central  Bank,  Mortgage  Bank,
Salvadoran Coffee Company,  Commission against Coffee Rust,
Sugar Defence Commission, Poultry Support Board, Association
of Cattle-Breeders and the Institute for External Trade.
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time the main aims of this institution were the provision of

infrastructure and technology, in addition to the regulation

and stimulation of production and marketing as incentives to

the development of export crops, thus favouring big produc-

ers and exporters (MAG, 1976: 523-4).

However, the introduction of socio-economic changes was

made an additional objective in the 1970s. The purpose was

to address the problem of widespread rural poverty, while
also benefitting small peasants, tenants and agrarian work-

ers without affecting the interests of the dominant classes.

Several  important ministerial institutions were created,
such as the Agrarian Development Bank (BFA), the Institute
of Agrarian Transformation (ISTA), the Centre for Agricul-

tural Training (CENCAP), the Sectorial Planning System, the

Institute of External Trade (INCE) and the Grain Regulating
Institute (IRA).*

With these and other already existing policy instruments,

the state could intervene in important areas of the agricul-

tural and livestock sector. Economic policies could be ap-

plied in the agrarian commodity and input markets, and dif-

ferent taxes charged. We shall now discuss the most impor-
tant of these policies.

In the markets for agricultural commodities, price and

marketing policies were used mostly in the basic grain sec-

tor. The Grain Regulating Institute (IRA) had to implement
these policies by purchasing the crops of small produ-

**
cers. The impact was limited since the Institute normal-

ly offered lower prices than private buyers and could not
manage more than 10 per cent of the national harvest.

*

According to the Ministry, these changes were more a result
of "measures of good government" taken by itself, than the
consequences of explicit popular pressure (MAG, 1976: 520-1)

**

In addition to buying basic grains, IRA also participated in
the domestic trade in  sugar and powdered milk.  IRA also
bought a considerable part of the production of medium-sized
and big producers (see MAG, 1976: 444).
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World markets determined the prices of export crops, with
the state setting minimum growers' prices for coffee and

sugar cane only in a few crisis years. The one major excep-

tion to the state's non-intervention in the marketing of
these export crops was the international coffee quota after

El Salvador became a member of the International Coffee

Agreement. The state also established fixed quotas and pric-

es for coffee, sugar and cotton in the domestic market.*

Agricultural wholesale prices were more or less stable till
1970 and rose thereafter because of international fac-

**
tors. In the 1970s the prices of inputs like energy, in-

secticides and pesticides rose by 23 and 26 per cent annual-

ly, compared with nine per cent for agriculture. Industrial

prices rose by 15 per cent annually during the same period.

In general, economic policies played a modest role in the

agrarian commodity markets and did not change its deterio-

rating terms of trade in the 1970s.
The trade in agricultural inputs and capital goods was in

private hands. However, legally the state had to assure pro-

ducers of an adequate supply at reasonable prices of these

goods. The Centre for Agricultural Technology (CENTA)***

produced and imported a small percentage (less than 10 per
cent) of the improved-seed requirements, while the Agricul-

tural Development Bank (BFA) supplied a similar percentage
of fertilisers to mainly small producers. The most important

intervention of the state in this area was the establishment

*

The percentages of total harvest going to the internal mar-
ket, based on domestic consumption or use estimates, were:
coffee 7%, sugar 40%, cotton 20%.

*t
See MAG, 1976: annexes 64-6) for price indices of main export
and internal market commodities. Basic-grain prices also rose
in spite of the government policy of stimulating an increase
in cultivated land (see also Table 3.4). Costs rather than
demand factors seemed to be relevant in this case.

*** The state was allowed by law to fix maximum prices of inputs

if trade margins exceeded 30% of retail prices for improved
seeds, 20% for fertilisers and 40% for insecticides.
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of safety and health standards and regulations. The policies
in chemical input markets were inefficient and the access of

smallholders to these did not improve.

In the credit market,  the state achieved a significant
influence, both in the price and destination of the resourc-
es. Decisions of the Junta Monetaria made agricultural real

interest rates negative in the 197Os, and thus (large) pro-

ducers were subsidised. Total agricultural credits in con-

stant prices tripled between 1960 and 1975, and the share of

this sector in the national total increased somewhat from
29.7 to 33.9 per cent (MAG, 1976: 455-6).

At the beginning of the 196Os, 86 per cent of the credits

were assigned by the mortgage and commercial banks and 14
per cent by private coffee and cotton institutions and the

Federation of Savings Cooperatives. After the mid-197Os, the

first group had 76 per cent and the state-owned Agrarian De-

velopment Bank (BFA) allocated 15 per cent.*  Due to this

intervention, the share of basic grains rose from less than

one per cent in 1961 to 10 percent in 1975 as a consequence

of a more favourable allocation of credits to mainly medium-

sized but also small producers by the BFA and Federation.
However,  the basic-grain sector that year still received

only 16.9 per cent of its financial needs, while for the
traditional export crops this percentage amounted to 81.3

per cent (MAG, 1976: 45). The importance of the BFA to**

small basic-grain growers is obvious when one considers that

in 1975 it provided about 60 per cent of their credits.

*    In addition to mortgage and commercial banks, two other pri-
vate institutions supplied credit to agriculture: the Cotton
Cooperative and the Coffee Company; public institutions sup-
plying agricultural credit were the BFA and the Federation of
Savings Cooperatives.

t*

For livestock and other crops, the proportions were 28% each.
Traditional exports could count on the private banks as well

as specific coffee and cotton financing from the Coffee Com-
pany and the Cotton Cooperative.
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Almost all private and public credits were used to fi-
nance current costs, while the share of fixed capital forma-

tion increased, but still at a low level (from 0.2 in 1960

to one per cent in 1975). State policy continued the tradi-

tional bias in favour of big producers. The support for

small producers increased their access to credits but not

sufficiently.

Intervention in the labour market started in 1965 with
the first minimum wage law in the rural areas. Although the

share of wages in agricultural GDP rose from 31.8 per cent
in 1961 to 39.7 per cent in 1975, the share of real family

income earned by the landless and semi-proletarians, who

were the main suppliers of rural wage labour, increased by

only 14 per cent while their number rose by 20 per cent.

Rural wages also lost purchasing power in comparison with
industrial and trade sector wages. Social security and other
allowances were only provided to permanent rural workers and

*

were also less than those for urban workers. In many cases

minimum wages were not paid, especially during periods of

excess labour supply. Generally, labour legislation was not

applied in the countryside and independent rural organisa-

tion was marginalised. The wage policy of the 1970s did not

succeed in its redistributional objectives.

In the area of tax policy, the agricultural and livestock

sector should have been assessed for income, property, im-
port and export taxes.  However, only export taxes were

raised efficiently during the 1960s and 1970s. The coffee

tax was by far the most important and accounted for 11 to 20
per cent of national tax income during 1960-1975 (MAG, 1976:

479-86). Tax exemptions were given for the profits earned by

basic grain growers and cooperatives, and for the import of

Urban and rural workers both received the seventh day pay-
ment, paid holidays and bonuses; rural workers also received
additional payment in kind, in the form of meals, and the
urban ones received social security and a share of social
housing funds to which rural workers had no access.
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agricultural inputs. Property and income taxes of other pro-
ducers were de facto not  paid.  The tax policy was implement-
ed inefficiently, only export crops being taxed and exemp-

tions being allowed favouring mainly big and profitable pro-
ducers.

In the area of renewable natural resources,  the state
theoretically had some regulatory power in (irrigation) wa-

ter, forest and fauna (hunting and sea fishing) management.
Infrastructural investments by the state also gained impor-

tance, of which the projects of the Institute for Agrarian
Transformation, ISTA, were a first and very timid interven-

*tion in the land market. Research and technical assistance

were developed by the relevant decentralised institutes of

the Ministry of Agriculture.

To sum up, state intervention increased but did not real-

ly change the concentrated production structure, and agri-

cultural markets maintained their non-competitive nature.
The increased state intervention in the countryside was

accompanied by greater militarisation of the government ap-
paratus. The "Proclamation  of  1961"   of the armed forces   of
El Salvador formalised the intervention of the army as an

institution, and this process was accelerated by the forma-
tion of the Central American Defence Pact, CONDECA (Chapter
II). The "proclamation" also listed the defence of capita-

**

lism as an explicit objective of the Army of El Salvador.

Army officers were appointed both in governmental agencies

and the boards of decentralised institutions, ranging from

*    The Land Transformation programme at the end of the 1970s

will be discussed further in Chapter V.

**
The verbatim text of the proclamation states: "...the defence

of the system of capital and free enterprise, with which na-
tional and foreign investment are stimulated, respecting pri-
vate property,...". There was a high degree of similarity
with President Kennedy's definition in 1962 of the first
objective of the Alliance for Progress which was related to:
"...our increased efforts to encourage the  investment of
private capital in the underdeveloped countries".
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the State Communications Office, ANTEL, and the Central

Bank, to Salvadoran Airlines (Andino, 1979: 624). Such posi-

tions were often combined with the direction of or responsi-

bility for Security Service sections.  This state sector
gained more importance in the 197Os, and included among oth-

ers the National Guard, National Police, Fiscal Police, Mu-

nicipal Police, University Police and many other repressive
forces. The sector was strenghthened by the previously men-
tioned paramilitary ORDEN and  death squads with exotic

names, such as Union of White Warriors, the Secret Anti-Com-

munist Army, Falange. High-ranking officers were responsible
for the uniformed as well as the non-uniformed repression

forces (Poldmica, 1980).

Would such prolonged control over the state not have made
the Armed Forces drift further away from the dominant econo-

mic class, making them a separate class with (economic) in-

terests of their own? Any such tendency was balanced by the

fact that economically as well as in political and ideologi-

cal terms there had always been a close relationship with
the oligarchy, and the American influence through training

and supply of military equipment had strengthened these
ties.   However, politically there appeared to be a division

within the army and it remained to be seen if the pro-oli-

garchic faction could maintain its dominance in the 1980s
(Andino, 1979, 1982). The disappearance of direct oligarchic
rule did not mean that other interest groups could automati-

cally increase their influence in the state and its activi-

ties.

5.  Economic change and equity

The generation of non-agricultural employment and income

and the appearance of redistributional effects are important

aspects of accelerated agrarian transformation.

*   See Castro, 1984 for the role of the military in successive
Salvadoran governments.
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With the arrival of multinational enterprises related to
the Central American Common Market began a process of depen-

dent industrialisation accompanied by direct intervention by
the US administration and US non-governamental institutions

in Salvadoran social and political life.
The industrialisation was based on joint ventures by oli-

garchic and foreign capital, which also extended their in-
*fluence to other modern sectors. The increasing concentra-

tion in the economy led to the disappearance of most of the
non-capitalist production relations. This happened not only
in the towns where the expropriation of the means of produc-

tion caused the emergence of an informal sector, but largely
in the countryside where the rapidly rising numbers and pro-

portions of the landless, small tenants and semi-proletariat
made them predominant in the labour force in the 1970s.

The growing rural population remained dependent on agra-

rian and livestock activities for their employment and in-
come. Because of the dominance of export crops, the nature
of the tenancy structure and the implemented technology, 37

per cent of the rural workers were permanently occupied in
1975 (12 months a year) while 30 per cent were only employed
for three months or less in a year and could be considered

to have been unemployed. The demand for labour was also
highly concentrated: almost 50 per cent of the annual demand

was during the harvest season for export crops and basic
**

grains (from November to February).
Total demand for agricultural labour grew by 1.9 per cent

annually in 1961-1975, which was well below the 3.3 per cent
growth in rural families. Unemployment and underemployment

*    See Chapter IV for the sectoral distribution of foreign di-
rect investments and the impact on the production structure.

**

A significant 50,000 seasonal labourers were also recruited
from urban areas (MAG, 1976: 164,9). Because of the impor-
tance of the agroexport sector in employment generation, we
shall discuss the relation with the tenancy structure further
in Chapter IV.
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must have increased considerably in spite of official esti-
mates that it was alsmost the same in 1961 and 1975.*

Considering the different forms of rural tenancy, one can
see that the relative demand for labour stagnated or fell in

micro-farms of less than one hectare and small peasant hol-

dings up to 10 hectares, as well as in the category of farms

bigger than 200 hectares. It increased only in the category

of medium-sized farms (10-50 hectares) and large ones (50-

200 hectares), which together in 1975 accounted for a little

more than 40 per cent of the total demand for labour and 45
per cent of the agricultural land (MAG, 1976: 178 and annex

36).

Traditional forms of tenancy disappeared rapidly while
wage relations in the countryside remained limited to seaso-

nal labour. A real reserve army of labourers came into be-

ing, composed of nearly one-third of the Salvadoran labour

force, which lead to to the impoverishment of the population

and the polarisation of income and property relations.

The labour and political organisations were mainly active
in the towns and struggled for radical or moderate social

changes. The moderates appeared to be stronger having a big-

ger presence because of the middle-class character of the

emerging legal opposition as well as the international ori-

entation of the Communist Party of El Salvador (see Chapter

II). As a result of the social and economic development that

occurred in this period, and in particular after the col-
lapse of the Central American Market at the end of the
196Os, this reformist strategy came under fire within the
popular movement.

The organisations in the countryside were influenced by

clerical, North American and government institutions. As

shown in section 3 of this chapter, the oligarchy, represen-
tatives of international capital, landowners, industrialists

*   The Ministry estimated 32.1% for 1961 and 31.8% for 1975. A

reduction in the number of EAP per family is not very logical
during this period.
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TABLE 3.5
CHANGES IN DISTRIBUTION OF

FAMILY INCOME IN EL SALVADOR, 1945 - 1980

Year The poorest The middle The richest
50% 30% 20%

1945/46 47.1 52.9

1961 16.0 22.5 61.5

1965/67 15.2 26.7 58.1

1970 18.6 30.6 50.8

1980 12.0 22.0 66.0

Sources:

De Sebastian, suplemento no. 1 (1945/46);
Rosenthal, 1982: 33 (1961, 1965, 1965/67);
Barry, 1983: 17 (1970, 1980)

and large traders organised themselves in interest groups,
and to a lesser degree in political parties. A broad and

more modern structure of state control emerged, in which the

ideologies of the ruling class, and also of Christian and

social democratic orientation, influenced the popular move-

ment. The concentration of rural and urban income, employ-

ment and property limited the possibilities for expansion of
the latter two tendencies.

Despite increasing state intervention in the rural areas,

public investment and consumption remained at the relatively

low level of 10 per cent or less of the national total (MAG,

1976: 279-80). On the other hand, almost 30 per cent of pri-

vate investments went into the agricultural and livestock

sector. With almost 60 per cent of the population still liv-

ing in rural areas in 1975, this sector had a share in GDP

of about 25 per cent, which was also its approximate share

of private consumption. The sector had an average consump-

tion coefficient of 0.83, ranging from a little over 1.00

for landless and semi-proletarian families to 0.53 for fami-

lies with more than 200 hectares of land. The higher than
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the national average of 0.13 savings rates shown by the me-

dium-sized producers (0.25) and big landowners (0.40-0.47)

confirmed the relatively high proportion of total private
investments in agriculture.

The distributional effects of the postwar economic devel-

opment had serious social consequences. The inequality can

be seen in Table 3.5 which gives an overview of the distri-

bution of family income over a period of 35 years. Although
the years used were not totally comparable, it is evident

that inequality had remained and probably had increased over

time.  The "trickle-down" effect of the postwar economic
growth could only be detected in certain urban and middle-

class sectors. However, the rising share in the 1960s of

middle income families seemed to have disappeared in the

1970s. In the period 1961-1975, inequality in rural family

incomes grew as a function of the lack of access to land.
The landless,  semi-proletariat and peasants with less

than 10 hectares had an income below the average family in-

come in agriculture, while larger landowners were above this

average and even succeeded in increasing their relative po-

sitions (e.g. farmers with more than 200 hectares of land

saw their income increase, from 44 to 93 times the aver-
age).*

* Average family income in agriculture, 1961-75

Farm Size 1961 1975

Landless 0.45 0.45
<   1 ha 0.58 0.66

1 -  10 ha 0.82 0.96
10 - 50 ha 2.11 3.17
50 - 200 ha 10.83 16.67

> 200 ha 44.09 93.29

AVERAGE 1.0 1.0
(in $) (900) (962)

Source:  MAG, 1976: 266
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TABLE 3.6

PER CAPITA DAILY CONSUMPTION IN EL SALVADOR, 1936 - 1976

Year Calories Proteins (gr)

1936 1 649 44.1

1960 1 798 44.7

1961 1 803 46.0

1962 1 822 46.4

1963 1 918 48.3

1964 1 847 47.3

1965 1 928 47.6

1966 1 918 47.9

1967 1 908 47.8

1968 1 971 45.9

1969 1 892 47.2

1970 1 901 45.1

1971 1 960 47.1

1972 1 864 44.3

1973 1 756 46.6

1976 1 890 43.1

Source: Juan Allwood Paredes, 1977: 22

A similar picture is conveyed by data about the average
nutritional situation in this period. Table 3.6 gives a long

term view of the daily per capita food consumption of the

population, converted into calories and proteins based on
information from the so-called food balances of the country.

The slightly positive trends of the 1960s were reversed

and the protein situation in 1976 was even worse than in
1936 when the country was still suffering from the conse-

quences of the international crisis. However, all averages

are far below the minimum requirements of 2,260 cal./day and

55 gr. proteins/day. One must also remember that overall

averages can conceal unequal distribution.

In 1970, people at the bottom of the social pyramid are

estimated to have consumed 1,345 cal./day and those at the

top 3,695 cal./day (Benitez 1977: 88). In 1975, the average
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intake was 2,180 cal. and 41 gr. proteins, while the poorest
part of the population (50 per cent) had a sixth and a quar-

ter less of these nutrients respectively. The five per cent

richest, on the other hand, consumed 53 and 158 per cent

more in calories and proteins respectively. The number of

children with a calorie-deficient diet increased by 46 per
cent during the period 1965-1975 (Brockett, 1988: 84).'

In spite of the substantial economic growth, employment
creation throughout the economy was restricted and unstable.

The positive distributional effects (in urban areas) of the

1960s seemed to have vanished during the 1970s.

6.  Conclusions

In this chapter we have explained how the postwar evolu-

tion of the economy affected the agrarian structure in El

Salvador and how there emerged an economic, social and po-

litical crisis in the country. The recovery and diversifica-
tion of the agro-export economy created an economic and so-

cial structure which limited the participation of large sec-
tions of the population.

Concentration of land ownership and the profitable ex-
ploitation of large estates remained the backbone of the

economy even during the period of import-substituting in-

*    Per capita daily consumption 1975

Income group Calories Proteins (qr.)

-50% lowest 1 798                  31
-30% medium 2 449                   49
-15% high 2 762                  70
- 5% highest 3 342 106

AVERAGE 2 180                  41

Source: MAG, 1976: 59
Note: The data are not always consistent with those
of Table 3.6
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dustrialisation related to the Central American Common Mar-

ket in the 1960s.

The increasing integration in the world market did not

reduce concentration in the economy. The distribution of

agricultural land became more unequal and there seemed to be

a positive relationship between size and productivity. The

degree of landlessness and semi-proletarianisation increased

strongly and a range of rural organisations emerged.  The
nature of the state after the 1930s had a lot in common with

its predecessor, but there were also significant differen-

ces, mainly in size and degree of autonomy from the leading
economic class.  This change was accompanied by the  in-

creasing role of the military in state institutions and the

use of a strategy directed at the control, not elimination,

of popular organisations by both economic and  coercive
means. In the period under consideration, state intervention

in agriculture increased and became more institutionalised,

with objectives which were not limited to serving the inter-

ests of the leading economic class.
The military, though not constituting an independent so-

cial class, played an important role due to its long-stand-

ing and intensive control of the state and its repressive

forces, and because of its direct relations with the US.

Many high-ranking army officers remained closely allied with
the oligarchy.

Satisfactory postwar macroeconomic growth rates based on

the export of agricultural commodities, and from 1960 also

of industrial products, were accompanied by increasing popu-

lation pressure on agricultural land and further concentra-

tion of land and income as well as the expulsion of small
peasants. The relatively capital-intensive industry and the

dynamic segment of agriculture were unable to absorb the
oversupply of labour. The agrarian development seemed to be

following a generally bi-modal model, as big landowners con-

trolled the more profitable export crops and the smaller
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ones mainly cultivated basic grains.'  Reform of agricultur-

al policy should consider structural aspects of the pressure

on and distribution of land, tenancy, crop selection and
technology simultaneously together with political power bal-

ances. There emerged an evident need for agrarian reform,

which was claimed by rural popular organisations.

The distributional effects of bi-modal development were
so regressive that a rather drastic change in economic stra-

tegy was needed during the following decades. State inter-

vention augmented and the state's autonomy from the leading

social classes increased, but this was not enough to stop
growing inequality as shown by both income and nutritional

data for the 1970s. The most significant impact of economic
policy was in the credit market, primarily favouring big

producers. The operations of decentralised institutions such

as the Agrarian Development Bank and the Grain Regulating
and Agrarian Transformation Institutes were important for
small producers, but could not improve the working and liv-

ing conditions of the majority of these.  Economic crisis

management, social clashes and external political pressure

finally led to a change in strategy in the 1980s. However,

before we discuss the application of the new model in the

fifth and following chapters, it will be necessary to have a

closer look at the agro-export sector itself, its internal

structure and relationships with other productive sectors,
as well as the mode of control of the economy in the 1970s

by the leading social class of El Salvador.

'    For  a  general  definition  of  bi-modal  development,  see
Johnston and Kilby (1984), which has much in common with
concepts of functional dualism (De Janvry, 1983) and institu-
tional dualism (Dorner and Quiros, 1973).



IV. THE AGRO-EXPORT ECONOMY
IN THE 1970s

1.  Introduction

Ever since the Spanish colonised El Salvador, its economy

has been closely tied to the world agricultural commodity
markets. The cultivation of crops such as cocoa and indigo

at first and coffee later, as well as extensive livestock

farming, required  increasing agricultural land, forcing

peasants growing food crops onto ever smaller plots. As we

have seen in Chapter III, the rise of coffee led to the con-

centration of a large proportion of the country's fertile

agricultural land in the hands of a small group of landown-
ers who were proponents of private land ownership and free

foreign trade. From the middle of the 19th century, these

large producers used the Salvadoran state to ensure in-
creasing economic control for themselves over coffee and
other productive activities.

The focus on export made the economy dependent on world

market fluctuations.  The collapse of international coffee

prices during the crisis of the 1930s led to massive unem-

ployment among agricultural labourers and the expropriation
of land from small farmers. The widespread rebellion that

followed in the coffee-growing areas was put down with great

violence and led to the establishment of a repressive mili-
tary regime whose principal task was to prevent the emer-

gence of rural-worker interest groups and this became insti-

tutionalised in the political life of the country. However,

as discussed in Chapter III, economic power largely remained
in the hands of those in control of the export crops, or the

oligarchy.

After the Second World War, there occurred two waves of

modernisation and diversification in production which

brought about fundamental changes in rural production rela-
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tions. The new export crops of cotton and sugar cane needed

fertile agricultural land,  modern  inputs and production

methods and plenty of temporary labour, particularly during
the harvest season. The traditional sharecropping system

( colonato)  on the large coffee and livestock haciendas  de-
clined sharply. According to some authors, this development
was more technologically than socially determined and oc-

curred throughout Latin America (Thiesenhusen, 1989: 484).
The other postwar diversification was import-substituting

industrialisation, which also affected rural transformation.

Because of the great importance of export agriculture to

both the industrialisation process and income generation in

general, it will be necessary to analyse the structural de-

velopment and changes in this sector. The nature of agro-
export growth in the 1970s will be discussed in section 2 of

this chapter, while the causes behind its structural change

will be studied in section 3. In section 4 the role of the

sector as principal generator of rural employment and (wage)

income will be the main subject. Section 5 will provide more

insights into the economic relations between export agricul-

ture, agro-industry and the other production sectors. These

will be the key aspects in the evaluation, in section 6, of
the economic power and nature of, and possible divisions

among the social class in control of agro-export activities.

As mentioned in the first chapter of this book, many El Sal-

vador studies cite the diversification of the production
structure as the reason for the differentiation of this

class, with great economic and political consequences for
the country.'

The point of departure for all proposed political strate-

'   Both Salvadoran and international analysts have traced the
divisions to the industrialisation process of the 1960s which
was supposed to have structurally reduced the weight of agri-
culture and caused the emergence of a strong industrialist
class (Winson, 1978: 39-45; L6pez, 1979: 564; Jung, 1980: 15;
Baloyra, 1982: 246). Others, like Bulmer Thomas (1983), just
mention the collapse of the traditional oligarchy model.
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gies in the 1970s and 1980s in El Salvador was the existence

of an industrialising force inside the dominant class, with
opposing economic interests to those of the landowners. It

was also supposed by mainstream political analysts that this

modernising force was progressively taking on a "non-oligar-

chic" nature, and had at its disposal sufficient economic,

political and social power to carry out a new national de-

velopment model which would decrease concentration and have

more equity-oriented objectives. For example, we may note
the ideas of the Proclamation of the Armed Forces of October

15, 1979, subsequently assumed also by the Christian Demo-
cratic Party of El Salvador and the entire international

Christian Democratic movement. An important external view

was given by the "Kissinger Report", which was the basis of
a plan approved by the two main political parties in the

**
United States. After the elections of 1984 in El Salva-

dor,  various international Social-Democratic parties and

European governments began to recognise and support the
Christian Democrat Napoleon Duarte as the leader of this
"non-oligarchic force" within the leading classes. In addi-

tion,  at the regional level, the Contadora Agreement for

Peace and Cooperation in Central America and its complemen-

tary arrangements (Document of Objectives, Declaration of

Esquipulas,  etc.) and the Arias Plan signed by the five
presidents of the region in 1987, all took changes in the

*
This pronouncement by the Armed Forces called for "private
capital with social projection" to initiate  a new  era for  El
Salvador. The message of the Secretary-General of the Chris-
tian Democratic Party of April 29, 1981 confirmed: "We share
with the Armed Forces the responsibility of achieving progress
in the country".

**
The fourth chapter, titled "Towards Democracy and Economic
Prosperity", emphasised that investment and external finance
programmes for Central America had to bring "strong economic
development and freedom with production diversification for
the internal and external market. For this it would require
economic growth produced in conjunction with a political and
social modernisation".
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economic structure as their starting point. They supposed,

among other things, some degree of structural economic divi-

sion within the dominant social class in El Salvador. Final-

ly, it is important to point out that the 1984 proposal of
the then guerilla movement FMLN for the formation of a pro-

visional government with broad participation explicitly men-
tioned the possibility of an alliance with a section of the

private enterprise sector in order to change the oligarchy
*

regime.

The results of the discussion in this chapter will show

the feasibility of these propositions. The 1970s are a rele-
vant period to consider as that decade immediately preceded

a reformist era and as such represented the final outcome of
the postwar agrarian transformation and of traditional (non-

interventionist) Salvadoran policy making.

2.  Agro-export growth

The agro-export sector of El Salvador is normally assumed

to include cultivation, primary processing and trading stag-

es of three so-called traditional agricultural export com-

modities: coffee, cotton and sugar. The stagnation of the
regional integration-based industrialisation, two interna-

tional oil crises and unstable export earnings because of

fluctuating world market prices affected the economy nega-

tively in the 1970s. At the same time, state policies in-

tended to cope with both growth and distribution objectives,

which were needed because of the pressure of new interest

groups and political parties, as explained in the preceding
chapter.

*

The proposal of January 31, 1984 says, among other things:
"The provisional government of wide participation will be one
in which no one force dominates, but an expression of wide
participation of the social and political forces to eliminate
the oligarchy regime, to recover the national independence and

sovereignty and where the existence of private property and
foreign investment does not oppose social interest".
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Figure 4.1

Price evolution of export crops
1970 to  1984
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At the beginning of 1971, the Salvadoran government also

initiated a new policy of basic food grains promotion (Dow-

ning, 1978: 19). This was an attempt to reduce imports and
to re-establish the supply of cheap food in order to reacti-
vate the industrialisation process and the flow of foreign
investments to the country as well as to direct investment

towards agriculture. Stimulation of food crops was expected

to lead to expansion of the domestic market and further di-

versification of the rural production structure. During the

1970s the gross value of production at current prices of the
agricultural and livestock sector rose faster than that of
the economy as a whole. In particular, agriculture achieved

a greater rate of growth at current prices than did the man-

ufacturing industries. Within agriculture, export crops, led
by coffee, showed faster growth rates than did basic food
crops. The rising share in GDP at current prices of the

agro-export sector generally was a result of the movement of

export prices. Figure 4.1 shows the rising tendency in the

prices of coffee and cotton (MIPLAN, 1980: 73).

Table 4.1, summarising the share of the agricultural sub-

sectors in total GDP at constant prices, provides a more

precise picture of the real weight of each crop in the eco-

nomy. It appears that in the 1970s and the early 198Os, the

various agricultural sectors maintained their importance
within the economy, in contrast to the development of the
1960s.*

Basic grains and livestock showed recovery, while coffee

and sugar maintained their relative weights in the 1970s.

Coffee was again the most important. At the beginning of the

198Os, all export crops showed declining production levels

for reasons that will be explained in Chapters V and VI,

The growth of manufacturing and other urban sectors was an

important factor in the 196Os, but the growth of agricultural
production also stagnated somewhat (see MIPLAN, op.cit. and
Table 3.4 in this study).
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TABLE 4.1
IMPORTANCE OF AGRICULTURE IN THE ECONOMY

(% of GDP at 1962 prices)

 
ITEM 1962 1972 1977 1979 1980 1981 1982

0,
-1

. 
Coffee 11.2 8.7 6.6 7.6 7.9 8.3 8.5

Cotton 5.4 2.8 2.2 1.9 2.1 1.6 1.8

  
Sugar 0.5 0.8 0.9 0.8 0.7 0.6 0.8

4           Total export crops 17.1 12.3 9.7 10.3 10.7 10.5 11.1

e
0

i

Basic food crops 4.7 2.8 2.8 3.7 3.9 3.9 4.1

Livestock 8.5 6.3 5.9 6.3 6.1 7.1 7.2

Other 3.3 3.7 3.4 3.1 3.6 4.2 4.0

·W

            Total
4 agriculture 33.6 25.1 21.8 23.4 24.3 25.7 26.4

M
:              Sources:

               IMF,
El Salvador Staff Report SM/82/67: 24-5;

Downing, 1978: 32

                                      Notes:
Basic food crops: Maize, beans, sorghum and rice
The percentages for 1981 are estimates and those for 1982 are projections
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but, with the exception of cotton, they did not suffer more
than the rest of the economy.

An important element in defining the growth of the agro-
export sector, the area planted, increased for all crops up
to the end of the 197Os; for the sector as a whole the cul-
tivated area increased by almost 30 per cent (Table 4.2).

For sugar, this represented a continuation of the trend of
the 1950s and 196Os; for coffee, the expansion of cultivated
area accelerated in the 197Os; and cotton did not show any
clear trend (CEPAL, 1986: 14-4). The area cultivated with
basic grains also grew by approximately 20 per cent.'

During the first war years of the 198Os, the cotton area
suffered a severe reduction, which partly explained the drop
in its share of agricultural production. If we compare ex-
port crops with basic grains, it is clear that the increase

in cultivated area in the 1970s mostly involved export
crops, despite policies favouring food crops. Taking into
account that only 18.3 per cent of the land is appropriate

for intensive cultivation, it can be seen that the agro-ex-

port sector took up 85 per cent of the 382,000 hectares
available around the end of the decade (Simons, 1981: 1; and

Chapter III of this book). Another explanatory variable for

the growth could be the increased productivity of the land.

*   The share of export crops in the use of arable land increased
strongly in the 1950s due to the expansion of cotton cultiva-
tion. The share fell in the second half of the 1960s because
of the reduction of all crops, but mainly cotton, while coffee
and sugar areas recovered in the 1970s.

Arable land use by export crops (% of total arable land)

Coffee  Cotton Sugar  Total
1950 19.5     3.5 2.3 25.3
1960 21.8 16.0 3.5 41.3
1970 19.0     9.8 3.0 31.8
1980 25.6     8.0 3.9 37.5
81/83 26.5     6.3 5.1 37,9

Source: CEPAL, 1986: 54, 58, 65
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TABLE 4.2
MOST IMPORTANT CULTIVATED AREAS

(Thousands of hectares)

2           crop
Agricultural year

01
-1

70/1     76/7     78/9     81/2 82/3 1961      70/1     78/9    82/3

C
.-1 Coffee 140 148 186 186 186 23% 23% 24% 27%
4          Cotton                    64       79      102       49       43       7% 10% 13%      6%
8           sugar cane                23       35       33       31       36       3%       4%       4%      5%

            Total export crops        227       262       321       266      265       33%       37%       41%     38%
Basic food crops 385 426 466 425 420 67% 63% 59% 62%

 0    Total4
            basic foods 612 688 787 691 685 100% 100% 100% 100%

Export crops +

6

&
Q             Sources: Annex; Downing, 1978: 39; Conaplan, 1980: 51

a
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In the second half of the 197Os, cotton showed a decline

in yield per hectare, possibly as a consequence of exhaus-

tion of the land and the necessity to use progressively more

inputs.*  The coffee yield rose to one of the highest in the
world. High land productivity was maintained until the

**

coffee harvest of 1978, but in the 1980s the yields were

lower than in the previous decade and were surpassed by Cos-

ta Rica's (CEPAL, 1986: 12). The most important causes of

the reduction in productivity were the war climate and the

insecurity provoked by the reforms, the state policy on pro-

ducer prices and the spread of coffee rust to at least 17.4
per cent of the area planted. The sugar cane yield showed a

significant rise in the 197Os, in some years becoming the

highest in Central America as it had been in the first half

of the 1950s (CSUCA, 1983: 19; CEPAL, 1986: 13).

    However, the indiscriminate use of pesticides to combat the
"white fly", among other pests, caused serious ecological  pro-
blems (Dorner and Quiros, 1972: 231). The country became sec-
ond in productivity in Central America after Guatemala (CEPAL
1986: 14).

**

For the coffee year 1954/1955 the yield was 660 kg/ha. Other
countries/regions in the period 1948-55 had the following av-
erages: Brazil 407 kg Mexico 411 kg

Colombia 548 kg Angola 433 kg
Venezuela 142 kg Madagascar 299 kg
Guatemala 395 kg West Africa 263 kg

The high figures for El Salvador can be explained by the in-
tensive use of labour, fertilisers and other inputs. (CEPAL
1958: 111).

Another source estimates the average yield in the period
1948-1972 for El Salvador at 790 kg/ha.  (Slutzky, undated:
110). In 1960, Costa Rica had a yield of 600 kg/ha., Guate-
mala 500 kg/ha., Nicaragua 310 kg/ha. and Honduras 327 kg/ha.

In 1975, a record yield of 1,149 kg/ha. was registered for
the harvested area. (Orlandi, 1978: 192). Based on the har-
vested area for 1982, CUDI uses a survey of the General Di-
rectorate of Agriculture to estimate a yield of 658 kg/ha.
for small farms and  1,975 kg/ha.  for large ones.  (CUDI,
1982a).
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The heavy use of modern inputs was one of the factors
that could have influenced the growth in land productivity.

The available information does not permit exact quantifica-

tion of the use of fertilisers, pesticides and agricultural

machinery for each crop in the export sector during the
1970s. Practically all of the export crops utilised high-

yield seeds (Rufz, 1979: 79). The main coffee variety was
the Arabica variant Bourbon and the rest was of the new "Pa-
cas" variety. One of the important causes of the yield in-

crease after 1960 was the use of these new varieties, which

because of their small size permit a greater plant density
per hectare. A greater use of hybrids was also found in cot-

ton cultivation (CSUCA, 1978: 347). In sugar cane, generally

improved varieties imported from Barbados, Hawaii and Puerto

Rico were used (Rufz, 1979: 79). The use of modern seeds in-

creased strongly in the 1970s (MAG, 1976: 204).

For decades El Salvador was the Central American country
using the greatest quantity of fertilisers per cultivated

hectare, with a rate of growth from 1960 to 1974 of 12.5 per

cent annually. In this case, the main increase was achieved
in the 1960s. At the beginning of the 197Os, it was using

166 kilograms of NPT (nitrogeneous, phosphorus and potassi-
tum)  fertilisers per ploughed hectare. These fertilisers

were basically used on export crops. The available data on
the importation and use of fertilisers for the second half

of the 1970s do not show significant intensification of
their use.

Cotton accounted for 80 per cent of the national consump-

tion of pesticides (Ruiz, 1979: 86). Insecticides constitut-

ed more than 90 per cent of the pesticide imports, which
tripled in volume from 1970 to 1975 (MAG, 1976: 204). It is

important to point out that the cotton growers of El Salva-

dor used up to one-fifth of the world production of parathi-

*   For Costa Rica this figure was 77 kg, for Nicaragua 62 kg,
for Guatemala 33 kg, and for Honduras, 29 kg. (See Rufz, 1979:
81).
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on (Barry et al., 1982: 29). Herbicide imports grew in the

first half of the 1970s at an annual rate of 30 per cent,

while those of fungicides grew at four per cent. In coffee
too, there was a generalised use of pesticides, but not so

intensively,  and in sugar cane cultivation their use was

insignificant. The partial information available about pes-
ticide use in the second half of the 1970s does not indicate

*

additional growth.

Mechanisation of Salvadoran agriculture was very limited.

In 1971 only six per cent of the operators used agricultural

machinery, principally in cotton and sugar cane. There was a

sharp increase in tractors in the second half of the 196Os,

probably because of the forward-linkage effect of the indus-

trialisation process, but the 1970s did not show big in-
**

creases. The number of combine harvesters was equally
***

limited. The information on capital goods imports for
agriculture from 1977 to 1982 confirms the tendency in the

previous data (IMF, 1982: 42). The increase in the use of

agricultural machinery was basically in the 1960s  (MAG,
1976: 204). Finally, it should be noted that the area under

irrigation grew significantly from some 20,000 hectares in

1971 to 110,000 in 1980.

*

For the use of NPT fertilisers between 1976 and 1980, see Sta-
tistisches Bundesambt 1983: 18.

Rufz (1979: 82) gives the following totals of NPT fertiliser
consumption  (in 1000 t): 70/71:  65.0;  71/72: 80.8;  72/73:
94.5; 73/74: 107.8.

The Statistisches Bundesambt gives the following total con-
sumption figures 1976: 102.2; 1977: 105.5; 1978: 111.5; 1979:
74.7 and for 1980: 64.6; IMF El Salvador ("Staff report for
the 1981 article IV Consultation SM/82/ 67: 42") gives data on
fertiliser imports from 1977 to 1982.

**

The number of tractors in El Salvador were: 1965: 1,590; 1970:
2,500; 1975: 2,900; 1980: 3,300. (Ruiz, 1979: 87 and Statisti-
schen Bundesambt, 1983: 18).

***

The number of harvesters was: 1970: 220; 1975: 260; 1980: 310.
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TABLE 4.3
DISTRIBUTION OF CROP LAND

BY USE OF MODERN TECHNOLOGY, 1975 (%)

Medium
High use use Low use Total

100

Coffee 31.0 46.0 23.0 100

Cotton 60.1 39.7 3.2 100

Sugar cane 63.8 36.2            -

Export crops 42.2 43.2 14.6 100

Basic grains 16.6 44.0 39.4 100

Source: MAG, 1976: annex 46

Table 4.3 shows the extent to which modern technology was

used in grewing export crops, using information provided by
the Salvadoran Ministry of Agriculture, on the basis of data

on the above-mentioned inputs. Modern technology was used

more widely in the export sector than in basic grains. How-

ever, a quarter of the land used for coffee was still ex-

ploited with little use of modern inputs.

In terms of monetary land profitability, the export crops

maintained their superiority over food crops. As demonstrat-

ed in Table 4.4, the profitability per hectare of the export
crops remained several times that of basic grains in the

1970s.

To sum up, we may say that the export crops consolidated
their monetary weight and weights in real terms in the econ-

omy during the 1970s. During the war years beginning in
1980, the only one of these crops that suffered stagnation

was cotton. It experienced a sharp reduction in planted area

and productivity.

Generally, moderate increases were observed in the use of

inputs (fertilisers, agricultural machinery and other land
investments) in the 197Os, especially in the second half of

the decade. The exceptions to this were pesticides (the use

of which strongly increased in the first half of the decade)



96 Chapter IV

and modern seeds. Since the turn of the century, el grano de
oro (the grain of gold) for the dominant class, coffee, had

maintained its primary position in Salvadoran agriculture

with world record yields. The high-yield varieties, the rel-

atively high level of technology and the increases in culti-

vated areas assured growth in production and productivity,

except during the periods of internal war and strong de-

clines in world-market prices. The continuing high profit
rates per hectare, shown in Table 4.4, seem to have stimu-

lated greater land use for export crops than for basic
grains in the 1970s.

3.  The differentiation among producers
in export agriculture

Two phases of production can be distinguished in export

agriculture: cultivation and agro-industry. The former has

to do with all the activities related to the land, including

its preparation, such as plant nurseries, sowing, fertili-

sing, weeding, pruning and other maintenance activities, as

well as harvesting and related ones. The organisation of
this phase of production which will be discussed in this

section, is of great importance to a large part of the rural

economically active population and their families who depend
*on these activities for their subsistence. As a Conse-

quence of the historical process of land concentration and

*

A family farm has an area of 10-50 hectares, which is suffi-
cient to sustain a farmer's family with the existing technolo-
gy. The subfamily unit (1-10 hectares) is not sufficient to
provide basic necessities. The microfarms (less than one hect-

are) are managed by the semi-proletariat who depend mostly on
off-farm activities for survival.
The medium-sized multifamily unit (50-200 hectares.) needs to
employ additional workers from outside the family, but does
not require complex organisation. The large multifamily estate
(200 hectares or more) requires a permanent extra-familial
work force and hierarchical organisation.  (CEPAL, FAO, OIT:
Tenencia de la tierra y desarrollo rural en Centro America;
Educa, San Jose, 1980: 46-7).
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TABLE 4.4
INDICES OF LAND PROFITABILITY

1971 1979

Crop
VA/ha *

  Profit/ha **

Coffee 1 036 1 876
Cotton 525 1 428

Sugar cane 677 205

Beans                             201 1                  96
Millet 99 1                    28
Maize                                100 i                   100

Sources: Ruiz, 1979: 75; Cabarrds, 1983: 69

Notes:
*  Value Added per hectare
** Profits per hectare
Both indices were derived using maize as a numerator

centralisation explained in the previous chapter, in agri-
culture as a whole semi-proletarians with their microfarms

subsisted together with subfamily, family, medium and large
multifamily farms.

Using these categories, Table 4.5 provides an overview of

the stratification in the production and cultivated area of

export crops and the two principal basic grains. Most of the

national production of the three export crops came from mul-
tifamily farms of 50 hectares or more, and the major propor-

tion of the area planted in this sector was concentrated in

farms of this size. In the case of cotton and sugar cane,
this concentration was found in the multifamily farms of 200

hectares or more. In contrast, microfarms of less than one

hectare cultivated hardly one or two per cent of the total

area and had a similar weight in production. Farms of one to

10 hectares had a weight of around five per cent in culti-

vated area and production in the case of cotton, 17 per cent

in sugar cane and approximately 10 to 15 per cent in coffee.
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TABLE 4.5
STRATIFICATION IN AGRICULTURAL PRODUCTION, 1979

Coffee Cotton Sugar cane Maize Beans

Farm *      **
Area Prod Area Prod Area Prod Area Prod Area Prod

Micro 2.2 1.5 0.2 0.2 1.1 1.0 20.3 19.6 13.7 20.6

Subfamily 15.2 10.6 4.8 5.8 17.2 18.0 51.6 52.6 63.5 56.4
Q

Family 27.2 26.2 12.0 12.8 15.5 19.3 14.2 14.0 16.2 13.2         
rt

Multifamily                                                                                            
-medium 31.6 36.3 24.7 21.8 14.4 13.8 6.6 6.8 4.1 4.7

-large 23.8 25.4 58.3 59.4 51.8 47.9 7.3 7.0 2.5 5.1         NM

Total 100 100 100 100 100 100 100 100 100 100

Source: Cabarrds, 1983: 63

Notes:
*  Cultivated Area
** National Production
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The situation was very different in the basic-grain sec-

tor. Microfarms and subfamily farms together made up approx-

imately 70 per cent of the total area and production. While

the production and area planted with export crops was con-

centrated in large estates, the basic food crops were culti-

vated on plots that did not satisfy the basic needs of the

producers and their families. This seems to confirm the his-

torical process of concentration of land ownership in export
crops and of expulsion of basic-grain growers from their

land as discussed in Chapter III.  The situation did not

change fundamentally in the 197Os, reflecting once again the

economic predominance of the agro-export sector (compare
with Table 3.3). The land distribution was very skewed.
There were many landless peasants, microfarms and subfamily

units, and few multifamily-type units. This disequilibrium

tended   to  grow  with   time. *
The growth of the agro-export sector had exarcerbated

this polarisation, even among farms producing export crops.

In the case of coffee, of the approximately 36,500 plots in

1961, 1,350 were larger than 50 hectares and 17,500 were
smaller than one hectare (Agricultural Census data  for

1961). In 1980, the number of units was around 40,000, and

of these only 600 were of more than 50 hectares. There were

28,800 units of less than one hectare (INFORPRESS, 1983: 9).

From the data for 1971, one can see that the greatest in-

crease in microfarms as well as reduction in multifamily-

farms occurred in the 197Os, which was also the period of
major growth in the total area planted with coffee. During

this period the area grew by 33 per cent, while in the pre-
**

vious decade the increase had been only 11 per cent.

*

For a review of the growth in the number of landless families
in the countryside, see Chapter III.

**

1961: 126,300 ha; 1971:  140,000 has; 1980: 185,600 ha. See
Annex and Table 4.2.
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Reliable production data on the various producer catego-

ries for these periods are not available. However, it is
known that in 1950 the coffee farms of 100 hectares or more

totalled almost 52,000 hectares and accounted for 44.5 per

cent of the national production. In 1961 units of this size

totalled 63,000 hectares and accounted for 52.5 per cent of
the national production, while in 1971 the 1,400 farms larg-

er than 50 hectares covered 81,000 hectares and produced

61.7 per cent of the national coffee harvest (Colindres,
1977: 66 and 68 and Censo Agropecuario, 1971).

The trends in cotton and sugar cane were similar (Colin-

dres, 1977: 72-5). In 1950, of the 17,000 hectares of total

area planted with cotton, 11,000 hectares were concentrated

in the estates of 100 hectares or more, which accounted for

60.3 per cent of the production. In 1960, with the total

area 156 per cent more than in 1950, this farm category cov-

ered 33,000 of the hectares planted and produced 70 per cent

of the harvest. The cotton area increased in the period 1960

to 1971 by 25 per cent, and farms of 100 hectares or more

accounted for 46,000 hectares and 75 per cent of the produc-

tion. By the end of the 1970s the area had increased by 60

per cent, with large farms of 50 hectares or more making up
11 per cent of the total number of cotton growers and pro-

*

ducing 80 per cent of the national harvest. Farms of less

than ten hectares were found on the other side of the dis-

tribution. In 1950 these covered 1,640 hectares and contrib-

uted 9.7 per cent of the national production; in 1960 they

covered 2,170 hectares and accounted for 6.4 per cent of
production; in 1971 their total area was 4,150 hectares and
they produced 6.1 per cent of the national cotton harvest.

In 1961 sugar cane plantations of 100 hectares or more

covered a total area of 8,200 hectares and contributed 46.2

per cent of national production, and in 1971 they covered

*
There were approximately 100 large farms of 50 hectares or
more (CSUCA, 1983: 40).
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13,500 hectares and accounted for 60 per cent of production.
In the same period, while the total area planted grew by 30

per cent, microfarms and subfamily units suffered a reduc-

tion in their land share from 21.3 per cent to 17.5 per
cent, and in their production share from 25.8 per cent to

16.5 per cent.
The increasing concentration of production in the agro-

export sector was a result of the processes of concentrat-

ion, centralisation and fragmentation of the land, and the

growing productivity differences between small and large
producers.*  The use of inputs, credit and modern technology

were important explanatory factors for these differences

(Downing, 1978: 14).

The development of export agriculture maintained its het-
erogeneous structure in the 197Os, despite the increasing

concentration. A significant part of the land and production

was still harvested by units smaller than 50 hectares, even

though it was less than that of the larger ones.
The economic importance of the large multifamily units

was not only evident in their scale and profitability com-

pared with the small units, but also in their dominance over
these. The small producers in the agro-export sector became

more and more dependent on their big brothers for finance,

supply of necessary inputs, product sales and additional
t*

income to cover their basic needs. This was also part of

the process of change in land tenure during the postwar de-

cades. Thus one can see in the 1960s the replacement of a

'   Incomplete information for coffee for 1961 gives medium farms
a yield 40% higher than that of small farms and large farms up
to 60% more than the land productivity of small farms. These

differences in yield were, respectively, 100% and 200% in the
1980s (see Orlandi, 1978: 194 and CUDI, 1982a).

**
For example, in the case of cotton, large producers gave cre-
dit to the small ones in exchange for the sale of production
at reduced prices (CSUCA, 1983: 40). See also Chapter VI of
this book.
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great number of share tenancies or colonos by leasehold ten-
ancies or arrendamientos (Downing, 1978: 41). A major pro-
portion of cotton production must have fallen under this

latter type of tenancy in which large cotton companies were
the real owners of the cultivated land. Wage labour expand-

ed, but in a limited way and basically during the harvest
season. The share of wages in gross agricultural income did

not increase in the 197Os, as we shall see in the next sec-

tion of this chapter. The growth in numbers of landless and

semi-proletarian peasants exerted additional pressure on the

supply side of the labour market.*  Within the export sec-

tor, not only was the size distribution of producers highly

unequal,  but there existed also strong dependency rela-
tionships between the small and large ones.

4.  Employment and incomes of rural labour

Information on the labour force in the agro-export sector

is scarce and incomplete in spite of its importance as the

main source of rural employment. Table 4.6 gives a rough
idea of the weigth of the different crops in the generation
of employment in the agriculture and livestock sector. A

comparison of this demand with the supply of labour (the
economically active population of this sector) yields esti-

mates of unemployment rates varying from 30 to 50 per cent.
This limited information shows that coffee maintained its
position as the main agrarian employer in the 1970s.

*   Landless families (in thousands):
1961-  30
1971- 112
1975- 167

Semi-proletarian families (in thousands):
1961- 107
1971- 133
1975- 139

(Samaniego 1980: 135).
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TABLE 4.6
DEMAND AND SUPPLY OF AGRICULTURAL LABOUR *)

Activity 1961 1971 1 1975 1978 1979 1980

0 Coffee 27.5 31.2 36.0 36.6
0                        Cotton                                                          9.6 9.2 11.6                                       8.6

Sugar cane 1.6 4.5 3.8 3.3

.          Export crops 38.7 44.9 51.4 48.5

W          Basic grains 33.6 31.4 28.4                                 )
.-1 Livestock 21.3 29.3 16.8                                 )
4 Other 6.4 4.4 3.4 )    51.5
S                                                                                                           )

8          TOTAL %
100 100    |      100                                     100

(Mlln) (84.6) (92.2) (106.4) (83.9) (86.2) (87.9)

EAP (Mlln) (125) (162) (156) (165) (169) (138)

  Unemployment 32% 43% 32% 49% 49% 37%

4
 

6         sources: MAG, 1976: 145, 162, 165; MAG, 1984: 76, 67
1'                                    Note:

*) In % of total demand.

               also in millions of man-days.

Economically Active Population and Labour Demand in Agriculture and Livestock,

Unemployment rate as percentage of EAP.
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The demand for labour by the other export crops increased in
the period 1961-1975 and declined in the second half of the

decade. Basic grains and livestock activities also generated

an important demand, but this consisted mainly of operator

and family labour. The export sector remained the principal

generator of wage labour despite its stagnating share. Peas-

ants and semi-proletarians worked on the microfarms, subfam-

ily and family units, and the multifamily estates employed
the permanent and seasonal agricultural workers, of whom

many were landless. The seasonal workers were the most nu-

merous and came equally from the wide group of peasants
(landlesss or with a small plot of land) as from urban ar-
eas. They were contracted only during the harvest season,

which for most crops runs from October to January.'

In 1980, for coffee only, there was an EAP of approxi-

mately 60,000 people, consisting of semi-proletarians, poor

peasants, small tenant farmers and share croppers working on
36,000 microfarms and subfamily units with an area of less
than five hectares. This did not satisfy their basic needs,

and for this reason they also had to offer their labour to

the 600 medium-sized and large multifamily farms. In cotton,
the estimated minimum EAP on microfarms and subfamily units

was almost 7,000 persons who needed temporary work from the
**

approximately 100 multifamily cotton estates. The sea-

sonal nature of most of the wage employment in the export
sector made the demand for permanent labour fluctuate from

14 per cent of the EAP in the 1960s to a maximum of 37 per

*   The economically active population without land in agriculture

rose from almost 50,000 in 1961 to approximately 180,000 in
1971 and 270,000 in 1975. (Estimates based on Samaniego, 1980:
135).

**

Applying the 44.6% from the year 1966/67 in order to calculate
the  number of units of less than 10 hectares. It is supposed
that the total number of production units was equal to the
number of members of the Cooperativa Algodonera Salvadorefla

Ltda (9,417 members of the Cotton Producers' Association).
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cent in 1975, and it declined again to 21 per cent at the

end of the 1970s.

In 1980 the three export crops generated a labour demand

of approximately 166,000 man-years, representing full-time

employment for one-fourth of the EAP in the agriculture and
livestock sector (Pelupessy, 1987:  62). More than 60 per
cent of the export crops employment was concentrated in the

four months of the harvest season. The figures for labour

demand in the high and low seasons show great differences.
Before and after the harvest, export crops needed only 14

per cent of the agricultural EAP, which may be considered

the percentage of permanent wage labour.*  The demand rose

to 47 per cent during the harvest, when export crops re-
quired approximately 215,000 temporary workers, representing
less than half of the total floating mass in the rural area

**

mentioned in the previous chapter.

In interpretating this information,  it should be taken
into account that the parameters of labour demand used were

based on estimates of the use of labour for the different

cultivation activities and the harvest. For this reason,

these figures could not be given absolute significance and

should be considered to be only orders of magnitude. The

comparison with the data from earlier years confirms a cer-

tain shrinkage or at least stagnation in the labour absorp-
***

tion capacity of the agro-export sector. It is also

known that the expanded use of fertilisers, herbicides and

*   In the case of coffee this signified permanent employment for
no more than 20,000 people, apart from small producers and

family labour.

** Another source mentions a total number of 280,000 temporary

workers in the 1980s (CSUCA, 1983: 6).

***
In May 1971, the agro-export sector absorbed almost 18% of the
EAP in agriculture, and in December of the same year almost
60% (Pelupessy, 1987: 62-3). Temporary labour in the harvest
season of this year was estimated at 266,000. Coffee and cot-
ton accounted for the decrease in seasonal workers in the
period 1971-1980.
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TABLE 4.7
EVOLUTION OF OFFICIAL MINIMUM REAL WAGES

(in colones at 1971 prices)

Category 1971 1975 1979 1980 1981 1982  71/82

Agricultural worker 2.25 2.06 2.19 1.87 1.14 0.74 -67%

Harvest
Coffee 3.50 3.65 6.02 4.81 3.12 2.02 -42%
Cotton 2.75 2.99 3.38 2.70 1.75 1.13 -59%
Sugar cane 3.50 3.62 3.80 3.03 1.97 1.28 -63%

Processors
Coffee 2.50 3.65 5.92 4.73 3.07 1.98 -21%
Cotton 2.50 3.65 3.38 2.70 1.75 1.13 -55%
Sugar cane 2.50 3.65 3.38 2.70 1.75 1.13 -55%

Sources: CUDI, 1982b; Ministry of Labour of El Salvador

mechanisation replaced the permanent labour force with a
seasonal one, neutralising the possible increase of labour

demand that would have been caused by the expansion of the
cultivated area and the use of new coffee varieties that

made higher plant densities possible (CSUCA, 1978: 348-9).

In the 1960s and the first half of the 197Os, income gen-
eration by the export crops accounted for about 50 per cent

of the total in the agriculture and livestock sector, com-

pared with between 10 and 20 per cent in basic grains and 20

per cent in cattle ranching (MAG, 1976: annex 51; MAG, 1984:

81). This concentration increased to 60 per cent later,
mainly because of coffee. Basic grains and livestock lost

weight with shares of about ten per cent each.

Export agriculture also accounted for the most wage in-

come, ground rent, interests and profits (higher percentages
of all four than of gross income).*  The percentage of wage
income in gross income of the agriculture and livestock sec-

tor increased from 32 per cent in 1961 to 36 per cent in

*   Information from the 1960s till 1975 only.
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1971, 40 per cent in 1975, and similar percentages in later

years (MAG, 1976: annex 50; MAG, 1984: 87).

Generally, wage income covered only a part of the neces-

sities of the rural family. In Chapter III we compared aver-

age incomes of different categories of rural families as
well as the different sources of these. If the evolution in

average agricultural income of the different categories of
the rural families is examined, it can be seen that in 1975
the differences were more marked than in 1971.' Those of
the rural population who were able to obtain permanent or

temporary work in the agro-export sector were covered by a

minimum wage law established by the Ministry of Labour.
The evolution of real minimum wages for different catego-

ries of workers in the agro-export sector shows a general

reduction during the period 1971-1982, varying from 20 to 70

per cent (Table 4.7). In the comparison of minimum wages for

agricultural workers with those of the harvest, the tempo-
rary character of the latter should be taken into account.

In general,  wages in the agro-industry were higher than
those of agricultural labourers and the decline in real wag-

es was lower, which could indicate the existence of a kind

of segmentation of the labour market in the agro-industrial
and cultivation subsectors.

*   Index of average income according to farm type:

Category 1971 1975

Landless 100 100
Microfarms 125 136
Subfamily 186 216
Family 332 708

Multifamily:
medium ) 17 341 3 727
large ) 20 861

(Rufz, 1979: 78-9).
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5.  Agro-industry

As already defined, agro-industry includes the processing

and exporting activities of the agro-export sector. The ag-

ricultural raw material (coffee berries, unginned cotton and

sugar cane) is bought from the growers by processors to be

given initial treatment to obtain the exportable commodities

(respectively, green coffee, ginned cotton and sugar).
The agro-industry of El Salvador included almost 200 cof-

fee, cotton and sugar mills, and these generated employment

for about 22,000 workers (Table 4.8). Compared with all in-

dustrial activities, this means that at the end of the 1970s

1.9 per cent of the industrial establishments employed 22

per cent of the workers in this sector and generated about
the same percentage of value added and almost 25 per cent of

the economic surplus. In terms of employment and other indi-

cators, agro-industry had the largest firms in the industry,

value added per worker was about average, but profits per

worker were higher. However, wage levels were lower than in

the rest of the industry (CUDI, 1982b).
There were great differences within the group of agro-in-

dustrial establishments, made up of four cotton gins,  12

sugar mills and 175 coffee processors. Within the group of
coffee processors we can distinguish 41 large ones employing

200 workers or more, and 134 medium-sized firms employing an

average of 56 labourers. The cotton and sugar factories and

the large coffee processors, together with 62 giant manufac-

turing enterprises, constituted what was called the strate-
gic block of Salvadoran industry.   The importance of this

block can be seen from the fact that it made up 1.2 per cent

of industrial establishments which generated 70 per cent of

*

The so-called giant manufacturing enterprise was defined by
its annual turnover of at least 10 million colones ($ 4 mil-
lion) and mostly belonged to the food and beverage industry
(17 firms), textiles, clothing and footwear (13) and chemi-
cals. (12).
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TABLE 4.8
COMPOSITION OF THE AGRO-INDUSTRIAL SUBSECTOR

(Values and Indicators from 1978)

Agro-industry (processing)

2 Coffee Big Strategic
A manufac- block*
-1 Indicators Total Cotton Sugar Big Medium turing

          Number of plants                  191       4      12           41         134          62         119

          Number of
workers 21 737 2 107 3 477 8 644 7 509 23 009 37 237

Value added (US$m) 179.0 29.4 23.2 64.4 62.0 318.0 435.0
4 Wages 12.0% 7.6% 31.3% 9.9% 9.0% 20.9% 19,0%

          Gross
profits 88.0% 92.4% 68.7% 90.1% 91.0% 79.1% 81,0%

Workers/plant 114 527 290 211          56 371 313

          Gross profits/worker
(US$) 8 233 13 953 6 672 7 450 8 256 13 821 11 682

VA/worker (US$) 7 247 12 890 4 579 6 710 7 516 10 928 9 467

1 

Average wages 986 1 063 2 093 740** 740** 2 893 2 215
Gross profits/plant (US$m) 0.7 6.8 1.3 1.4 0.4 4.1 3.0

4
 
, Source:

2          CUDI, 1982b

           Notes:

               cotton, sugar and big coffee processors (see also text)

*   Includes: giant manufacturing enterprises,

**  Under the supposition that the workers employed by
non-strategic and strategic coffee processors earn equal salaries

All values are in dollars or millions of dollars
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the industrial gross value of production, 63 per cent of the

VA and two-thirds of the sector's economic surpluses.

Table  4.8 shows the notoriously high rate  of profi-
tability in terms of economic surplus generation by the cot-

ton gins and the other big manufacturing enterprises. The

average wage level was also highest in these firms, followed

by the average wage in the sugar factories. The lowest sala-

ries were paid by the large coffee and cotton processors.*

These low salaries and high capital-labour ratios resulted

in capital contributing more than 90 per cent of the value

added generated by these two subsectors. Capital contributed

almost 80 and 70 per cent of value added in big manufactur-

ing and the sugar mills respectively. Agro-industry formed

part of the largest, most dynamic and most profitable busi-

ness sector in the economy.

Before we discuss its ownership structure and the conse-

quences for the economy in the next section of this chapter,

it is necessary to consider other important aspects related
to the income generating capacity of this sector. Table 4.9

shows the foreign currency generating capacity of the vari-

ous export crops. Together, their share of the total value

of export goods was more or less the same throughout the
period under review; in other words, the important role in

the economy of the agro-export sector did not undergo any
significant change.

Coffee occupied first place, its export generally excee-

ding three million quintales in spite of considerable fluc-
**

tuation in international prices. The relative share of

*   This contradicts the minimum wage data from the preceding

table. Perhaps it is a result of discrepancies between legally
established and paid wages in agro-industry.

**

CIDES, 1983: 16. The average prices varied from $43.5 per qq
in 1971 to $210 in 1977 and $135 in 1983 (MIPLAN, 1980: 73).
1 qq = 100 lb. See also CEPAL 1986: 65. Because of differences
in time of registration, these prices are not exactly the same
as in Figure 4.1.
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TABLE 4.9
THE IMPORTANCE OF EXPORT CROPS

IN THE BALANCE OF PAYMENTS 1972-1982

Export Export Current
Year Coffee Cotton Sugar crops goods* Account*

%         %         %         %      FOB US$ US$

1972 43.1 12.8 5.9 61.8 301.7 12.6
1976 52.1 8.9 5.6 66.6 720.7 -  6.0
1978 48.1 12.3 2.4 62.8 801.6 -285.8
1979 59.8 7.5 2.4 69.7 1 129.5 21.4
1980 57.4 7.7 1.2 66.3 1 072.1 30.6
1981 57.1 6.6 1.8 65.5 793.2 -104.9
1982 53.9 7.0 1.8 62.7 738.0 -169.7

Sources:

IMF, 1981: 41; Inforpress, 1983: 22
CUDI, 1983: 8; BCR, Enero 1978: 43-4

Notes:

* Total value of export products FOB and the Current Account Balance
are both in millions of dollars

% export crop values as a percentage of the total value of export
products FOB

coffee did not change much compared with the 1960s (Downing,

1978: 36). Because of the falling volume of the other crops,
the share of coffee increased in the 1980s. Cotton was not
able to recover its strong position of the 1960s and re-

mained around seven per cent of the total value of exported

goods (f.o.b.) in the 1970s in spite of improvements in the
international price.' It appears that the war of the 1980$

negatively affected both production and exports of this
**

crop. Sugar showed a significant share in total exports

at the end of the 1960s and the beginning of the 1970s (ap-
proximately five to six per cent). This fell significantly

'   In 1962 and 1964 the shares were 23.2% and 21.2% (see previous
reference). See also CEPAL, 1986: 54. The prices varied from
an average of $27.5/qq in 1970-74 to $78 in 1980-1982.

**

In 1981 cotton exports fell in volume by 43% from 1980, and in
1982 by 34% in comparison with the previous year (CIDES, 1983:
16.)
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by the beginning of the 198Os, apparently due to the war,

while the volume of domestic sugar consumption did not suf-

fer any significant decline in this period (CIDES, 1983: 16;

INFORPRESS, 1983: 12).

It can be seen that till 1980 the total value of exported

goods increased continuously, including that of the three

export crops together. In later years there was a decline in

both categories. The capacity of agricultural commodities to
cover the "normal" foreign exchange expenditures    did    not

vary much with percentages being between 40 and 60 per
cent.* By deducting the value of imports of agricultural

products and that of inputs and capital goods for this sec-
tor the agricultural export incomes arrives at its net for-

eign exchange generation capacity. The ratio of net to gross

export income of agriculture varied in the 196Os, 1970s and
the early 1980s from 70 to 80 per cent (MAG, 1976: 95 and

annex 26; MAG,  1984: 41). The agro-export sector for the

most part maintained its importance in the generation of
foreign exchange.

The capacity to generate income or taxes for the govern-

ment is an important variable that depends on economic poli-

cy.  In the historical introduction in Chapter II and in
Chapter III, we have mentioned that in the past the oligar-

chy succeeded in controlling the state in order to establish
and maintain its economic domination. Tax income in the

1970s may give an indication of the degree to which and the

way in which this situation continued. In the 1960s the ad-

valorem tax income from agricultural exports occupied fourth
place in the tax structure of the state, after consumer and

production taxes, imports and income taxes (Colindres, 1977:

annex table 58). In the 1970s and early 1980s the tax on

*   "Normal" disbursements of foreign exchange are considered to
be those necessary to cover the imports of goods and services

and the remittance of profits and interest to foreign coun-
tries.
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exports became second in importance after consumer taxes.

Obviously export prices and volumes had affected the tax
contribution.  Still, there seemed to exist some room for
autonomous state management in this matter. In this period

almost all of the export tax came from coffee, and its tax

rate rose to the highest in Central America for this crop
(Orlandi, 1978: 195). In the 1960s and the first half of the

1970s the share of coffee taxes was 13 - 20 per cent, an
average of 15 per cent of total tax income. This increased

to 30 - 36 per cent in the following period. After 1975 cof-

fee taxes more than doubled in absolute dollar value (MAG,

1976: 481; MAG, 1984: 11; MIPLAN, 1984: 111-2). It is also
important to note that the most profitable production phas-

es, processing and export of coffee, were the main genera-

tors of this tax. As we have seen in Chapter III, taxes on
coffee land were unimportant,  and furthermore the owners

were practically exempted from income taxes, which proces-
**

sors and exporters had to pay. It seemed as if the State
intended to tax away some of the high profitability of this

sector while protecting landowners' interests.

This brings us to an analysis of the distribution of in-

come within the productive chain. The agricultural producer,

landowner or grower seemed now to be in a relatively disad-
vantaged position compared with other Central American coun-

    Share in total taxes (%) Export Consumer
tax tax

1977 40.7 23.9
1978 25.2 29.3
1979 33.8 27.0
1980 27.9 30.6
1981 25.4 36.7
1982 25.9 37.2

IMF, 1982: 30

t*

In 1968 the property tax for coffee planters was calculated at
a mere $0.84 per hectare (Orlandi, 1978: 195).
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TABLE 4.10

THE PERCENTAGE OF THE EXPORT PRICE (FOB)

RECEIVED BY THE COFFEE GROWER,  1965 - 1982

1965: 64.7      1971: 52.8    i 1977: 92.9

1966: 60.4 1972: 55.4 1978: 64.2

1967: 59.9 1 1973: 50.4 1979: 67.6

1968: 61.2 1974: 52.2
*

1980: 53.2

1969: 66.2
;
1975: 61.4 .1981: 45.7

1970: 49.8 1
1976: 73.9    i 1982:          45.3

--.

Sources: Orlandi, 1978: 195; Conaplan, 1972; 73; CUDI, 1982c

tries. In the period studied, he received about half of each

dollar earned from the export of coffee, which at that time
was the lowest in Central America.   In contrast to the case

of taxes, this fact could mean a comparatively weaker posi-

tion of the grower or landowner in relation to the processor

and exporter, which also confirms the oligopsonist power of
the latter in the market for coffee berries. However, an

analysis of the evolution over time of the growers' share in

export yields the data in Table 4.10.
No clear trends are observed in these shares, which were

affected by, among other factors, the fluctuations in world-

market prices. Comparison of the evolution of the prices
paid to cotton growers and prices of exports indicates for

the 1960s a more or less similar situation, and when export

prices rose in the 1970s there was an accelerated increase

in producer prices (Orlandi, 1978: 195; MIPLAN, 1976: 127;

MIPLAN, 1980: 73). It appears that strongly improving world-

market prices favoured agricultural producers in the cases

*    The share in other countries:

Costa Rica 62.2%
Dominican Republic 77.7%
Guatemala 61.1%
Honduras 75.7%
Nicaragua 72.5%

(UNCTAD, 1983: 29)
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TABLE 4.11
DISTRIBUTION OF INCOME GENERATED BY COFFEE (%)

Gross value of

production * 1966 1973 1982

Income of growers 68.37 55.08 45.65

(Costs) (35.85) (45.85)

(Profits) (32.52) (9.23)

Income of processors 15.19 18.31 23.44

(Costs) (8.37)

(Profits) (6.82)

Income of exporters 3.29 5.63 5.80

(Costs) (1.62)

(Profits) (1.67)

Taxes to the State 13.13 20.97 25.11

Export Income 100 100 100

Export price FOB $US/kg 0.957 1.304 2.935

Sources:

Colindres, 1977: 69; Orlandi, 1978: 196
CUDI, 1982c: 9 (with some amendments)

Note: * It is assumed that all production is exported

of both coffee and cotton, while price declines affected
them negatively. There seemed to be a tendency to transfer

the negative effects of international price fluctuations to

the growers of export crops, while positive changes some-

times did and sometimes did not benefit the growers.

We can also present a more complete picture of the dis-

tribution of export earnings within the productive chain of

coffee based on information which does not totally coincide

with the previous data. The shares in Table 4.11 should be

interpreted cautiously; they are no more than crude approxi-

mations. According to these data the weight of agricultural

income diminished over time despite increasing export pric-

es, while the share of the other categories in the chain
increased. This negatively affected the earnings of the gro-

wers, who responded in the 1970s and 1980s by introducing

cost-reducing measures,  especially with respect to labour
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costs. In Chapter VI we shall go into more detail on this
question.

By combining the information about the number and nature

of export growers given in section 3 of this chapter with
that about processors and exporters and the distribution of

income in the productive chain, one could conclude that the

internal produce markets for the crops had an oligopsonistic

character. Restricted state intervention, as described in

Chapter III, and the tax measures discussed in this chapter

could have had limited effects, but did not seem to change
this general character. However, more conclusive evidence is

needed and the following section provides this by analysing

market power in relation to the ownership structure of this
sector.

6.  The oligarchy

For an understanding of the underlaying causes and spe-
cific character of the productive ownership structure in the
197Os,  it is necessary to explain briefly the historical

emergence and nature of what came to be called the Salvado-

ran oligarchy.

From the colonial era in the 16th century the economy de-

pended on external markets for its dynamism. The external

market, mainly European in the beginning, demanded cocoa,

balsam, and then for almost three centuries, indigo (afil).

When this market finally dried up, a group of big landowners

and large merchant houses began exporting a new crop, cof-

fee. Due to the specific nature of this crop and its greater

labour and technological intensity , processes of privatisa-

tion, concentration and expropriation of Indian community
lands were put into motion.

By the end of the 19th century coffee had replaced indigo
as the principal export crop, and at the turn of the 20th

century the transformation of the berries into processed

coffee was centralised in the hands of a small number of
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processors. In this way a first stage of productive diversi-
fication was initiated in which, in addition to some power-

ful landowners, immigrants with English merchant capital
also participated. They also obtained control of the banks

that financed both the growing and processing phases of the

agro-export production. It was this small group which was to

lead the economically dominant classes of the country. It

was no longer only an exclusively landowning group, but one

with land, financial and processing interests, and it was
**

termed the oligarchy.

The first process of diversification culminated in the

1920s. The big coffee growers invested part of their profits
in the construction and administration of the large proces-

sing plants and they also took charge of the export of the

grain.  In this way they became processing producers who
"washed" their   own   crop   and   that of their ( smaller) neigh-
bours. Some were processors and exporters without even being

coffee growers. Because of their control over processing and
external trade, they could maintain the purchase price of
coffee berries below the international price; before the

Second World War, growers received only around 30 per cent

of the world market prices (Guidos Vejar, 1982b: 114).
The oligarchy achieved control over the purchase of cof-

fee from the grower, processing, storage, transportation,
all the way up to the export sale. In 1921-1922 nine expor-

ters controlled one-third of that year's harvest (Guidos

Vejar,  1982b: 114). The high capital requirement and the

'   A list of the principal operators of processing plants in 1922
and 1930 contains the names of well-known criollo landowning
families of Spanish descent, such as Alfaro, Alvarez, Bonilla
and De Sola, and also of English immigrant families such as
Battle, Hill, Deininger, Goldtree, etc. (Menjfvar, 1980: 129).

**
This term comes from the Marxist tradition originally. It was
used in El Salvador to indicate this specific and coherent
social force. Some landlords were not considered to belong to
the oligarchy, for instance those with exclusive interests in

extensive cattle raising. The link with processing, export and
finance was essential in defining the oligarchy.
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modern organisation of processing and exports enhanced this

concentration. The control of the banking system gave the
advantage of usurious interest and control over credit to

producers.  Finance capital from the United States, which

replaced the English commercial interests during this peri-

od, established an alliance with the oligarchy and streng-
thened its position.

In the 1920s and 193Os, there were attempts to constitute

other economically independent forces with interests in new

export crops and manufacturing, but they failed (Guidos Ve-
jar, 1982: 117-8, 131-44). This was mainly because of state

actions dominated by the oligarchy, which succeeded in spite
of the ability of the industrialists to obtain certain ad-
vances in the political sphere supported by Social Democrat-

ic currents within the popular movement.* (See Chapter  II).
The second and third production diversification cycles were

achieved in the decades of the 1950s and 196Os, as much on

account of new export crops as of industrialisation due to
the influence of foreign productive capital and multinatio-

nal banking entering the country, and within the strict pa-
rameters of oligarchic interests.

In response to booming demand for cotton and sugar in the

world market, the planted areas of these crops were strongly

expanded. The process of dependent industrialisation based

on import substitution within the Central American Common

Market began later. The oligarchy invested in both processes

with the support of multinational (US) finance capital. As

in the case of coffee, the oligarchy centralised the cotton

gins, sugar mills and their respective exports, mostly in
the same hands as those that controlled the processing of

and trade in coffee. The banking sector also had an impor-

    In 1931 this advance culminated in the election of Arturo
Araujo of the Labour Party as president. In less than one year
this government ended with a coup which brought about the dic-
tatorship of Colonel Hernandez Martinez, an oligarchy suppor-
ter, whose government lasted until 1944.
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tant role in this process. The oligarchy used the militari-
sed state to perpetuate its political power and economic

domination. This was the situation at the beginning of the
1970s and it formed the springboard for the development dis-

cussed in this section.
Using the available data on the control of coffee produc-

tion,  it is possible to infer if the oligarchy maintained

its dominant position in different export crops during the

1970s. Table 4.12 presents the importance of the 19 leading

coffee processors at the beginning of the decade, at the
end, and immediately after the introduction of reforms by
the Christian Democrat government in 1980.

The magnitude of concentration rose above that in the

192Os, when the nine principal exporters controlled one-
third of the total crop; the table shows that 19 families or

groups of oligarchy families controlled two-thirds of the

production of the crop. The reforms of the 1980s lowered
this share by only 10 per cent. It can also be noted that

during the 1970s the importance of each family(-group) did

not change substantially, nor were there big changes in own-

ership relations. Three families, De Sola, Daglio  and
Liebes, continued to control the processing of more than a

quarter of the coffee crop.

In addition to the private processors, there was the

(private) Salvadoran Coffee Company, which before the re-
forms in 1980 received between 15 and 20 per cent of the
total harvest (IEE, 1982: 529). Immediately after nationali-

sation, 16 plants owned by the state owned National Coffee

Institute (INCAFE) processed 28 per cent of the crop, and

five cooperatives from the land reform programme together

accounted for around one per cent; both these groups operat-

ed at an over-capacity which oscillated around 30 per cent

or more of the installed capacity (IIE, 1982: 538).
When we relate the data from Table 4.12 with those from

section 3 of this chapter, it can be seen that the concen-

tration of ownership in coffee processing was higher than
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that in coffee land. We have presented the share of the 19

oligarchy families, which in no way represents the total

share of this class in the harvest of the three export
crops. This confirms the higher concentration in the agro-

industrial and export phases as compared with coffee growing
and the diversification of this group into all export

crops.*  At the end of the 1970s the 19 families controlled

one-fifth of the cultivated land given over to coffee and
**

sugar cane, and up to one-third of the cotton land. In

the 1960s and early 197Os, some of these families also ap-

peared in the lists of principal landowners given by Rogue

Dalton and Eduardo Colindres (Colindres, 1977: 53-5).

One might ask in what way the second post-war diversifi-

cation or industrialisation could have changed the concen-

trated control of the economy. After a period of approxi-

mately ten  years of agro-export diversification,  during
which large increases in the cultivated areas of cotton and

sugar cane were realised, the industrialisation process with

the CACM started in the 1960s. This process was financed by

economic surpluses from agro-exports and co-financed by mul-

tinational capital, mostly from the United States, allied to

Salvadoran and Guatemalan oligarchies (Menjivar, 1980). A
study of 1,429 private companies in El Salvador concluded
that two-thirds of these investments were controlled by 75

coffee families (Castillo, 1980: 65).

In the 1960s 50 foreign enterprises invested a total

amount of $115 million in El Salvador. Sixty per cent of
these investments    took   the    form   of    " j oint ventures"    with
oligarchic capital. These combined investments were oriented

    In cotton and sugar too it can be seen that the major concen-
tration was in processing rather than in agricultural produc-
tion.

**
Using the weight of the harvest as an indicator of land owner-

ship. See Chapter VI for a certain modification of this view.
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TABLE 4.12
IMPORTANCE OF THE PRINCIPAL PRIVATE PROCESSORS OF COFFEE IN THE 1970s

% of total

Family (-group) processed coffee % of the production*

73/74 78/79 80/81 Coffee Cotton Sugar

01
-1 1. De Sola, H. 14.37 12.25 9.48 0.48 1.45

2. Daglio 6.66 8.09 8.66 1.37 1.21

3. Liebes 8.49 10.08 8.13 0.64

4. Prieto, Salaverria 10.36 3.57 6.59 2.28 8.91 0.66

4          5. Comercial export. S.A. 7.76 7.56
..1 6. Battle 3.93 4.81 3.60 0.64

4           7. Broderson 4.15 4.70 3.34

8. Regalado, Mathies 2.69 3.97 3.03 6.90

9. Borgonovo 5.76 2.00 2.95 1.47

8          io. Burkard 1.80 2.52 2.30 0.46 5.29 3.35

11. Herrera 1.55 2.36

12. Sol Millet 1.02 1.84 1.32

           13.
Duefias 2.88 1.56 1.64 8.31 2.89

14. Diaz Alvarez 1.67 1.15 3.25 1.45

15. Alfaro 1.55 0.78 3.15

16. Llach 2.87 3.61 1.78 1.81

17. Menandez 0.62 1.50

18. Hill 1.07 1.33 1.75 5.16

                      19. Homberger 1.79 1.48 0.21 1.94

          Total 19
processors 70.01 68.73 61.68 19.63 34.10 19.85

Sources: Colindres, 1977: annex tabel 67; IIE, mayo-junio 1982: 530 and 536

Note: * Coffee 1970/71, Cotton 1972/73, Sugar 1973/74
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toward the then dynamic branches of the manufacturing indus-
try, such as food, textiles, chemicals, clothing, footwear

and medicine, as well as the profitable services of banking,
tourism, etc.

In the middle of the 197Os,  the oligarchy allied with
foreign capital controlled 85 per cent of the total invested
capital.  In the first half of this decade, foreign direct
investments increased basically in trade and industry.*  The

attempt to overcome the crisis in Central American integra-

tion by setting up free trade zones in the 197Os, and the

corresponding " maquiladora" industrialisation, attracted new

multinational companies from different countries in indus-
trial branches such as electronics, medical supplies, foot-

wear and clothing. Due to the accute land scarcity and the
traditionally strong control of the oligarchy over agro-ex-

port processing, foreign capital did not penetrate agricul-
ture and the agro-industry.

Industrial growth was also highly unequal. Only 20 pri-

vate manufacturing companies existed in 1973 with a social
capital of two million dollars or more and controlling 50
per cent of total industrial capital (CCL, 1981: 42). At the

end of this period there were the 62 strategic manufacturing
enterprises listed in Table 4.8.

    Accumulated foreign direct investments (%)

1970      1975

Trade 18.5 23.6
Banking, etc. 4.6 4.8
Hotels, tourism 1.3 1.3
Transport, energy 29.9 21.1
Industry 43.4 44.6
Rest
(incl. real estate) 2.3 4.6

Total 100 100

(Million $) 73.9 104.5

Source: MAG, 1976: annex 41
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With respect to the 19 principal coffee processors, one
can mention that they had property or co-property relations

with 13 of the previously indicated 20 very large industrial

businesses, and four of the seven remaining companies were

principally financed with foreign capital.*
The group of 19 also dominated the six most important Sal-

vadoran private banks: Banco Capitalizador, Banco Agrfcola

Comercial, Banco de Comercio, Banco de Cradito Popular, Ban-
co Cuscatlan and Banco Salvadoreno. It is true that these

banks together with five others were nationalised in 1980,

but the group succeeded in appropriating a major portion of
**

the paid compensation.

Nevertheless,  the most important part of banking power
was the control over credit for productive activities. In

the 1970s it was observed that around one-quarter of the

private credits representing 80 per cent of commercial loans

to agriculture were granted to the three export crops, which
together represented around one-tenth of the Gross Domestic

Product (GDP) of the country (BCR, 1978: 32 and 1980: 1140).

On the other hand, in the 1960s the combined share of the
three crops fluctuated between one-sixth and one-eighth of

GDP, while the credit granted was a little more than one-

fifth of the total private credit (Colindres, 1977: table 55

of annex). Also, Central Bank credits were mostly allocated
to big agro-export producers who sometimes acted as re-lend-

ers to smaller ones (De Sebastian, 1982: 2; see also Chapter
VI). Credits from the Salvadoran Institute for Promotion of

*   Based on the lists from Colindres, 1977: 159-253 and table 67
of the annex.

**

From the nationalisation of these six banks, the ex-owners re-
ceived from the Monetary Board ( Junta Monetaria) a total
amount exceeding the nominal value of capital invested by more
than 22 million dollars (IIE, 1982: 524). These capital earn-

ings were free of income tax until they exceeded the total
value of shares by 10 million dollars, estimated by the same
Board named by the government (IIE, 1982: 524). See Chapter VI
for more details.
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Industry (INSAFI) were in 1975-1981 given only to big enter-

prises (CUDI,  1982b). Later, with the nationalisation of

1980, the agro-export sector continued to be favoured with

credits (IIE, 1982: 526).

Macroeconomic data reflecting the high concentration of

big capital ownership in almost all productive sectors at
the end of the 1970s can also be presented.

Table 4.13 indicates that of about 284,000 existing produc-

tive establishments in the country, 60 per cent of the pro-

duction value and two-thirds of the gross economic surplus

were concentrated in 0.4 per cent of the units.

As we have seen, the property of these large companies
was concentrated in the hands of the oligarchy and multina-

tional capital. A little more than 1,000 firms, or less than

half a per cent of the total, dominated the national econo-

my, concentrating 60 per cent of the national value of pro-

duction and two-thirds of the gross profits.  Considering
that in most sectors the concentration of gross profits ex-

ceeded that of the production value, we may conclude that

big business controlled the most profitable parts of the
economy.

The distribution of gross income of the owners of the

means of production for the year 1981 confirms this situa-

tion (Chapter III). In that year the proprietors of small

businesses had an average gross income of only a little less
than 8,000 dollars, medium-sized employers received more

than 100 times that income, while the large capitalists re-

ceived on average 10 times as much as their medium-sized
colleagues. From Table 4.13 it can be seen that agro-indus-

try was a very important sector in terms of gross production

and profit. Moreover, the weight of the oligarchy and for-
eign capital in the economy was fortified by preferential

treatment in provision of credits and industrial subsidies
as well as their monopoly positions in the markets for agri-

cultural inputs, construction and manufacturing, insurance,
the mass media, etc. Important examples of such monopolies
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TABLE 4.13
CONCENTRATION OF MEANS OF PRODUCTION, 1978/1979

Property of the big
business

Sectors Total*
%

Absolute* of the Total

Agriculture and
Cattle ranching
Number of farms 272 432 846 0.3
Gross value of production ¢ 2 050 ¢ 717 35.0
Gross surplus ¢ 583 ¢ 359 61.5

Agro-industry **
Number of firms 191           57            29.8
Gross value of production ¢ 1 708 ¢ 1 335 78.2
Gross surplus ¢ 328 ¢ 252 76.8

Industry
Number of firms 9 874          62             0.6
Gross production value ¢ 2 904 ¢ 1 871 64.2
Gross surplus ¢ 1 001 ¢ 795 79.4

Construction
Number of firms                        76           12            15.8
Gross value of production ¢ 283 ¢ 174 61.6
Gross surplus ¢ 158 ¢ 109 69.0

Trade
Number of firms 1 349 126 9.3
Gross value of production ¢ 3 399 ¢ 2 197 64.6
Gross surplus ¢ 757 ¢ 471 64.2

Service
Number of firms 736           7             1.0
Gross value of production ¢ 255 ¢ 66 25.9
Gross surplus ¢ 122 ¢ 38 31.1

Energy
100Number of firms                        6           6

Gross value of production ¢ 128 ¢ 128 100
Gross surplus ¢ 14 ¢ 14 100

TOTAL***
Number of firms 284 664 1 116 0.4
Gross value of production ¢ 10 727 ¢ 6 488 60.5
Gross surplus ¢  2 963 ¢ 2 038 68.8

Source: IIE, 1982: 509

Notes:
*   Amounts in millions of colones
**  Initial processing industry of agrarian products
*** Excluding businesses from the informal urban sector
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were imported fertilisers and pesticides, the production of

and trade in improved seeds for most of the food crops, the

cement industry, and the distribution of medicines (Colin-

dres, 1977; Ruiz, 1979).

7.  Conclusions

The Salvadoran oligarchy assumed a different character

from that of the old-style landholding class. During the
first phase of productive diversification in the 192Os, it

acquired its true oligarchical character through the amal-

gamation of agricultural, processing, banking and commercial
interests. The replacement of English merchant capital by

American banking capital strengthened its position. Allied

to North American finance capital, the same oligarchy under-

took the productive diversification of the 1950s and 196Os,
enlarging the agro-export package with cotton and sugar, and

introducing import-substituting industrialisation for the
Central American market. Eventual conflicts of interest were

resolved through the establishment of joint ventures, oli-

garchic control of export crops (basically coffee) and stim-

ulating economic policies.
An "exclusive" and traditional landlord class continued

to exist, but it was subordinate to the oligarchy. The chan-

ging influence of landlords and landholding oligarchs, as
well as the increasing autonomy of the state, led to fluctu-

ations in price and tax policies and changed the distribu-

tion of income, sometimes in their favour.

Oligarchic development was based on the agro-export sec-

tor, which maintained its strategic role within the Salvado-

ran economy of the 1970s. Monetary incomes and profits from
export crops greatly exceeded those from basic grains. In

the 1970s the sector recovered its real and monetary dyna-

mism in comparison with the previous decade of industriali-
sation. The planted area and productivity of export crops

increased.
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In general, the agro-export sector could not be consid-

ered to have been technically or economically backward. Land

productivity was among the highest in the world, especially

for the principal crop, coffee. The intensive use of ferti-

lisers, pesticides and high-yield varieties rose sharply in

the decades before the 1980s and placed El Salvador first in

Central America in the use of these inputs.
Considerable differences in technical and economic effi-

ciency were observed between large and small producers, and

over time the latter also became increasingly dependent on
the former for a market for their produce, input purchases,

technology, allocation of credit and the generation of wage

employment. The last was essential for the survival of the

semi-proletariat and subfamily producers.

The bi-modal structure was present not only in agricul-

ture as a whole, but also within the agro-export sector it-

self despite its dynamic and profitable character. There-

fore, radical changes in production structures and in the
role of the state were to be essential elements of a new

agrarian reform policy. Policies in favour of the efficient

agrarian producer as such generally benefited the  large
agro-export producers only, and hardly affected the inter-

ests of the oligarchy. This class maintained control over
the most profitable production phases that exclusively de-

pended on the external market. The agro-industrial proces-

sing plants were large establishments, relatively advanced
in the use of technology and of strategic importance to the

Salvadoran economy. Their capacity to generate and accumu-

late income was comparable to that of the largest manufac-
turing enterprises.

The economic position of the oligarchy in the most impor-
tant industrial companies, banking and other productive sec-

tors was not in conflict with, but rather complemented, its

agro-export interests. Economic resources from agriculture

were invested in the other sectors, while low wage policies
and taxpayers' money increased the profitability of all.
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The impossibility of increasing employment in the rela-

tively overpopulated Salvadoran countryside was not a conse-

quence of backwardness of the agro-export sector. The dimin-

ishing capacity to generate permanent and seasonal employ-

ment over time was, in fact, a characteristic of capitalist

development in El Salvador. Like any capitalist who depended
on the external market, the oligarchy was not very concerned

about the reproduction  of   its " labour army reserve".   Mean-

while, it continued to appropriate a major share of the gen-

erated surplus,  restricting the economic space for other

independent domestic economic forces.

Economic division within the oligarchy did not occur be-

cause of competent management of its interests in the pro-

cesses of productive diversification and the alliance with

foreign capital.  The oligarchy transformed itself into a
group of efficient and technically modernised big producers

and succeeded in maintaining its leading role over the small
ones.

The economic weakening of the oligarchy as a group (as

caused by the coffee export nationalisation in the 198Os,

see Chapter VI) did not necessarily imply its division. Of
course, this does not exclude possible internal differences

over political and ideological matters.

In our opinion, this reality undermined the economic fea-

sibility of any new strategy which did not consider a pro-

ductive role for the oligarchy as an important and rather
undivided class in El Salvador. The existing social and eco-
nomic structures restricted the breadth of the economic re-

form policy required to guarantee the viability of any cen-

tre-oriented or broad coalition reformist government as sug-

gested by the different political forces mentioned in the

introduction to this chapter.



V.  AGRARIAN REFORM IN THE 1980s

1.  Introduction

In a country where a major part of the population depend-

ed upon agriculture, the pressure for access to land became
one of the most important demands of an increasing number of

worker and peasant organisations at the end of the 1970s.
The introduction of a land reform marked the beginning of

a new stage in the development of the state and its inter-

vention in the economy. The reform was accompanied by the

application of a series of new policy instruments intended

to affect the generation and distribution of real income in
the countryside. During this reformist stage, policy making

was directed not only towards providing public goods or sti-

mulating efficient production, but also at the correction of

rural market failures. As we have seen in previous chapters
the skewed land distribution, lack of productive demand for

labour and concentrated input and product markets characte-
rised this sector. The reform was one of the instruments of

state intervention to improve the access to land of peasants

and the landless, and it affected the interests of the big

landowners who had benefited most from rapid agro-export
growth and related policies in the past (see recent discus-

sions of the general case in Carter and Mesbah, 1993 and
Binswanger et al., 1993: 24-8).*

Because of the essential role that agrarian reform played

in defining the change in the development model of the
Salvadoran state, and its importance within the package of

policies implemented, we begin this chapter with a brief

Binswanger et al. (1993: 16-7) give an extensive overview of
historical state interventions to establish and support large
farms on all continents.



130 Chapter V

discussion of the current debate about this kind of reform

and its recent applications.

In the 1990s there is  still considerable disagreement

over both the rationale for and practice of this type of

intervention. A small sample from recent literature suffices

to illustrate our point. Some authors consider land reform
to be a "political exercise with surprisingly few solid eco-
nomic underpinnings" (Timmer,   1991: 16), while others empha-
sise the positive distribution results by "overwhelming evi-

dence to suggest that radical agrarian reforms... are more
likely to realise equitable growth in the agricultural sec-

tor whilst arresting the growth of rural poverty." (Sobhan,

1993: 115).

According to the latter, land redistribution and other

state policies should arrest the process of social differen-

tiation in agriculture in order to create the conditions for

development. El-Ghonemy (1990: 282, 299) suggests that land

reform is basically a social and political issue that cannot
be justified exclusively on economic or technological

grounds, and he concludes that it "should regain priority in

policy prescriptions and development strategies".  Others
indicate that land reform remains a global issue and that

the 1990s may become the most active period of tenure re-

forms since the era of the major land distribution in the

inmediate postwar years. Expected reforms in the ex-commu-

nist countries are also considered in this argument.  The

reforms appear to be a necessary, but not sufficient condi-
tion for agricultural growth and development (Prosterman, et

al., 1990, based on 10 case studies of developing and East-

ern-European countries).

In a recent article it was argued that when reform redis-

tributes land to the poor, it may accelerate the long-run

structural changes in agricultural factor and product mar-

kets, technologies and power structures (Lipton, 1993: 642).
These changes are considered to be efficiency-enhancing and



Agrarian reform in the 1980s 131

thus the author recommends the application of "market-based"

agrarian reforms. Along the same lines, Hayami (1991: 155-

71) has designed a (neo-classical) model of the political
market for land reform where (marginal) revenues and costs

of reform policies are supposed to be a function (respecti-

vely downward and upward sloping) of the degree of land dis-
tribution. The power and efforts of pressure groups deman-

ding and opposing the reform determine the location of the
curves. The intersection of the marginal revenue and cost

curves gives the optimal quantity of land to be (re-)distri-
buted. Though these " endogenous" approaches look attractive,
they may also be criticised because of the omission of po-

litical objectives from the analysis, the use of optimisa-
tion and market principles in non-economic contexts and the

use of undefined preference functions. In addition, even in

most (free) markets the distribution of bargaining power
among participants is highly unequal (Platteau,1991: 19-25).

On the other hand, why should institutions emerge when they

are needed and why should they coincide with an appropriate

sociopolitical context? (Platteau, 1991: 29).
Almost all of the authors mentioned here consider the

only rational reform method to be the more or less equitable
redistribution of land on an individual or family basis to

increase small-scale private land ownership. They suppose an

absence of economies of scale and an increase of transaction

costs with size in agriculture. However, Platteau (1991: 45-

50) mentions collective or group tenure forms as a potential

efficient alternative because of scale, organisational and
technical advantages. He also argues that for distributional

reasons enduring state intervention or regulation in land

markets might be useful.*  Although this analysis refers to
the cases of sub-Saharan African countries, generalisation

*

However, see also Chen (1990) who argues that intervention in
the land market may reduce the profitability of land as an
asset and thereby encourage productive investments in a macro-
economic sense.
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from the arguments seems to be reasonable. Binswanger et al.

(1993: 101-5) demonstrates that one may observe a positive,

negative or no relationship between size and per hectare
yields when imperfections in factor markets are considered.*

Johnson and Ruttan (1994) conclude that possitive scale ef-

fects are to be expected mainly in the provision of inputs
and the output trade phases.

Furthermore, the issue of agrarian reform reappeared on
the agenda of international financial institutions such as

the World Bank. Christodoulou (1990: 180-92) gives an inter-

esting overview of international policy making in this re-

spect, especially the shifts in World Bank conceptions until
the 198Os, while Platteau (1992: 7-20) also presents later

developments where Bank agreements with African countries
**

were made conditional on land distribution arrangements.
There appears to be more consensus over the results ob-

tained from the application of agrarian or land reform in
various countries. In general, the reforms are not consid-

ered to have been very successful in Central and South Amer-

ica, Asia, Africa and Eastern Europe. The few successful re-

forms often cited are the Asian models of Japan, South Ko-
rea, Taiwan and Kerala in India, as well as some transition-

al ones such as China and Cuba, both with considerable chan-
ges in the original character of their reforms afterwards.

From a strictly economic point of view, the implementa-
tion of agrarian reform may be expected to produce the fol-

lowing chain of effects (Dorner, 1988: 3,4): redistribution

of land creates more productive employment, which leads to
an improved income distribution and a direct reduction in

*   In an effort to test this empirically, using profitability
instead of yields and holding land quality constant,  they
found a negative relationship in environments with little
mechanisation and slow technical change. However, the results
are not conclusive and "more work is needed on this subject"
(Binswanger et al., 1993: 35-49).

**
The publication of Binswanger et al.  (1993),  referred to
above, was also a Policy Research paper of the World Bank.
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poverty; investment in agriculture is stimulated by improved

incentives and expectations which increase employment in the

production of infrastructural capital goods such as irriga-

tion, buildings, etc., with more appropriate technology be-

ing made available for existing factor proportions and op-

portunity costs. Output and factor productivity in agricul-

ture rise. Finally, the improvement in income of the poor

generates, as a second-round effect, increase in demand for

locally produced wage goods, which later increase employment
and income again. Obviously a "sustainable power-structure",
absence of market imperfections and an "agriculture-friend-

ly" macroeconomic environment are assumed to exist ( Lipton,
1993 and Chapter VI and VII of this study). However, if the

East Asian countries are excluded, the reality for the great

majority of non-socialist reforms was quite different, with
limited successes at best. These conclusions hold for a

broad range of cases within different economic, social and

political contexts.'

Furthermore, it should also be taken into account that

some changes may be considered as continuations of pre-re-

form trends (Thiesenhusen, 1989: 483), which might strength-
en the plea for "market-based" reforms as suggested by

Lipton (1993: 649-55). However, the majority of assessments

indicate the limited scope and distributional impact, and
the existence of reversal tendencies in most reforms (Thie-

senhusen, 1989: 483; Grindle, 1986: 143-53; Sobhan, 1993:

136). Ambiguous or lack of increases in agricultural produc-

tion and productivity (Sobhan, 1993: 95; Grindle, 1986: 157;

Hayami, 1991: 163; Prosterman et al., 1990: 312; Thiesenhu-

sen, 1989: 486), and limited technological change and some-

times contraction of marketable surpluses  (Thiesenhusen,

1989:  486; Sobhan, 1993:  122) were detected. In general,

agrarian or land reforms did not improve the general condi-

*    "In fact, there have been far more pseudo-reforms...than genu-

ine ones" (Christodoulou, 1990: 112).
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tions of the rural poor permanently, but direct beneficia-
ries did show higher consumption and standards of living
(Thiesenhusen, 1989: 485). On the other hand, the reforms
always brought a considerable increase of state control over
the rural economy (Grindle, 1986: 133-59).

What are the reasons for these limited results in spite
of the more or less conditional positive rationales present-
ed (except by pure neo-classical theorists)? Limitations in
the politics of reform as well as in the creation of reform-
friendly macroeconomic structures and other complementary
policies seem to have been the major obstacles to success
(Thiesenhusen, 1989: 485; Sobhan, 1993: 102; Hayami, 1991:
158-61; Scofield,  1990: 139-75; El-Ghomeny, 1990: 289-91;
Grindle, 1986: 158).

In order to evaluate the conception, programming and im-
plementation of the Salvadoran reform model and its politi-
cal and economic sustainability, we shall discuss in this
chapter the impact of the change in land relations of the
1980s on agrarian structure. The application of the comple-
mentary sectoral reforms and policies will be treated in
Chapter VI, while the corresponding macroeconomic policies
and effects of these on agriculture and the rest of the eco-
nomy will be examined in Chapter VII.

As far as the present chapter is concerned, the next sec-
tion will discuss the potential role of agrarian reform in
the general process of agrarian transformation, and how it
may affect social structures and markets. The design of the
reform and a number of general opinions about its impact and
the limitations of these will be discussed in section 3,
while our own assessment will be treated in section 4. The
next section will discuss some internal contradictions of
the reform and the attitude of rural interest groups towards
it will be examined in section 6. The chapter will end with
a discussion of the possible effects of the change in land
relations after the 10 years of implementation on the agrar-
ian transformation process.
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2.  Agrarian transformation in Central America

In the preceding two chapters we have presented the post-
war agrarian transformation process which can more or less

be considered to be typical of the whole Central American
region. The economies of the countries which made up the

Kingdom of Guatemala in the first half of the last century,

continue to be dependent on the cultivation and export of

agricultural raw materials and food products. Export earn-

ings from commodities such as coffee, cotton, sugar, bananas

and beef determined the level of imports of capital goods

and inputs, of domestic investments and government revenues,
as well as the generation of employment and income among

large parts of the working population. The area's production

structure remained principally agrarian in character despite
urbanisation and industrialisation which accelerated after
the Second World War. During the last decades of the twenti-

eth century, the Central American countries underwent a rap-

id agrarian transition in common with most developing coun-

tries, a transition that set in motion a general process of

capitalist development leading to the predominance of this

mode of production (Byres, 1989: 1). Such a transition could
take various forms and be carried out at varying speeds. It

would not necessarily mean that rural relations of produc-

tion would be fully transformed into capitalist ones (Byres,

1989: 8, 28). A number of concrete aspects of the transition
in the Central American region point to the persistence and

even (re-)emergence of non-capitalist rural relations, which

in a certain sense are obstacles to a rapid conclusion of
the process of agrarian transformation.

In the first place, the nature of the production struc-

ture of the region conditioned the development of capital-

ism. This structure was centred on a small number of agrari-
an products for export, with a relatively limited technical

development and low local value-added. (Further processing
usually took place outside Central America.) Employment cre-
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ation, too, was restricted and strongly determined by the

harvest seasons. Substitution of labour generally occurred
through a more intensive use of inputs such as herbicides

and artificial fertilisers or the use of greater plant den-
sity (Winson, 1989: 162).*

Secondly, large agricultural estates owned by the oligar-
chic families dominated export production. As is evident
from Chapter IV, these oligarchs could not be put on a par
with traditional landlords who exclusively depended on land
property and the (coercive) control of their labour force. A

significant number of these estates were run intensively
along modern lines using wage labour. The economic interests

of the oligarchies derived not only from land ownership, but
extended into processing, trade, banking and manufacturing

(this varies somewhat from country to country in Central
**

America). However, labour relations on the estates were

not modernised (except in Costa Rica), but included coercive

elements. Further,  low wages and poor working conditions
formed the basis for the "comparative cost advantage" of the

***export commodities that the region produces. Some

authors describe this development in Central America as sim-

ilar to the "junker" variant of agrarian transition: growth

based on a small number of big, modern, organised agricul-
tural estates integrated into a rural environment with non-
capitalist production relations. This is called "emerging

****landlord capitalism" by Winson.

However, a greater plant density could mean a higher demand
for seasonal labour concentrated in the harvest months for
export crops.

**
See the analysis of the different kinds of coffee oligarchies
in the region by Paige (1987: 181-5) and the preceding chapter
of this study for the Salvadoran case.

***
The introduction of modern systems of labour co-option is
sometimes seen as a precondition for the completion of the
transition in Central America. See Weeks (1989: 219).
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A third important aspect of the Central American socio-
economic structure was the presence in the agro-export sec-

tor of small and medium-sized farms run with both family and

wage labour (usually seasonal) and which, despite the un-
equal distribution of land, accounted for a significant pro-

portion of the harvest of export crops after the Second
World War.

Fourthly, the creation of a semi-proletariat represented

an  important element  in  the non-capitalist rural  class

structure. A growing number of very small farmers and ten-

ants came to rely for a significant proportion of their sub-

sistence on off-farm income (wage). Existing empirical stud-
ies suggest that in Latin America the proportion was 50 per

cent or more (De Janvry et al., 1989: 410). However, the
separation from the essential means of production, land, was

not complete, and this differentiated their behaviour from

e.g. urban wage-earners or a "normal" proletariat. Smallhol-

ders formed an important labour reserve in the rural areas

and tended to depress agricultural wage levels (De Janvry et

al., 1989: 415). This could also be said of the landless
population of the rural areas, who were largely dependent on
the seasonal sale of their labour in the agricultural sec-

tor.

As we have seen in Chapters III and IV, these four gener-

al aspects were also predominant in El Salvador at the out-

set of the land reform. However, because of the accelerating

processes of land concentration and expulsion of peasants
from their land, the country suffered from a considerable
land scarcity: in 1980 the available land per head of the

****
The original definition of the "junker" or Prussian mode of
transition can be found in (Lenin, 1964: 32): junkers are feu-
dal landlords who transformed themselves into large capitalist
farmers (Dorner,  1992: 22). According to Binswanger et al.
( 1993), the junker estate   is a large ownership holding   that
produces a diversified set of commodities which operate under
a single management with hired labour. The large-scale coffee
estate in El Salvador often specialised in that one crop.
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rural population (including grazing and woodland) was no
more than 0.6 hectares; in other Central American countries
the equivalent figure varied from 1.8 hectares in Guatemala
to 8.6 hectares in Nicaragua.

*

Agrarian reform in a non-socialist context may be seen as
an intervention or a series of measures taken by a govern-
ment aimed at changes in agrarian and power structures, with
the purpose of accelerating the transition to capitalism
(Byres, 1989). This should be done by removing the restric-
tions to this process of transition. According to De Janvry,
the removal could mean a solution to the general economic
crisis which Central America has faced since the end of the
1970s. To resolve the crisis in El Salvador, an agrarian

**

reform is needed to address the problems of concentration of
land ownership, over-specialisation in export crops at the
expense of food production and under-utilisation of land and
labour, as well as the absence of participation in the deci-

sion-making process by the vast majority of the rural popu-
lation.

De Janvry has developed a useful typology of twentieth
century agrarian reforms in Latin America, based on the na-
ture of the capitalist transition, its restrictions, and the
effects of the reform on rural class relations and produc-

'   On land concentration and expulsion of peasants in El Salva-
dor, see Menjfvar (1980). Data on the demographic pressure on
the land are from: Barraclough and Marchetti (1985: 178). The
available agricultural land was 0.3 ha. per head or 1.5 - 1.8
hectares per family in El Salvador. With the technology of the
1980s a family required 5 hectares to provide for its basic
needs from agricultural  income.  (See also our estimate in
Chapter III, section 3.2).

**

De Janvry (1981: 197-2-3). According to this author all twen-tieth century Latin American reforms were of this nature (ex-
cept the Cuban reform), with the "top-down" type dominating
after the 1950s. De Janvry also distinguishes between politi-
cal objectives (developing and stabilising capitalist rela-
tionships in agriculture) and economic objectives (developing
production capacity). A more idealistic approach to agrarian
reform, with emphasis on distributional and participatory as-
pects, can be found in Barraclough (1987: 49).
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tion. Given the characteristics of the transition process in

Central America referred to above, agrarian reform in this

region should be classified (De Janvry, 1981:  203-23) as
"junker transition" accelerating ( strengthening the junker
estates), "junker redistributive" (subdividing the estates)

or a shift to farmer transition (transformation of subdivid-

ed estates into independent family holdings).
The reaction of the various interest groups could, in a

variety of ways, have been directly or indirectly affected

by the reform and is obviously of great importance for the

evaluation of its effects. In addition, the important role

of the United States must also be considered. The US govern-

ment had, as part of its foreign policy, exercised a great
influence over the introduction of land reforms in Latin

America and parts of Asia since the Second World War.'  The

results of this effectively accelerated the transition pro-

cess to capitalism in the East Asian countries of Japan,
South Korea and Taiwan. Until the 1980s this was not the

**case in Latin America. A 1989 survey of all the agrarian

reforms implemented on this continent in the previous 25
years showed that to a large extent the traditional bi-modal
latifundio-minifundio structures remained and that the im-

pact on economic development had been limited (Thiesenhusen,

1989: 483-503). In the following analysis of the Salvadoran

reform we shall therefore concentrate on aspects of land

distribution, tenure, productivity, investments and the way
these affected the process of capitalist development.

*   Although not the only one, the United States was the most
important international stimulator of agrarian reforms. See
Montgomery (1984: 1-5, 227-31).

**

Prominent development experts such as Irma Adelman (1975) see
land reform, on the basis of Asian successes, as an essential
condition for development. On the disappointing experiences
with Latin American reforms, see Thiesenhusen (1984: 31-62);
Dorner (1992: 7-9) explained the geo-political interests of
the United States in Latin America, which in some cases thwar-
ted its support for reforms in this region.
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3.  The design of the Salvadoran reform

The Salvadoran government of Colonel Arturo Molina had

already proposed a limited land reform in 1976 as "life in-
surance" for the oligarchy to prevent excessive pressure
from landless and semi-proletarian interest groups.  Less
than three per cent of the agricultural land was to be re-

distributed by the state institute ISTA to individual small

and medium-sized landholders after being bought by the gov-
ernment. This so-called process of agrarian transformation

was announced under heavy pressure from rural and opposition

political organisations such as the Christian Democratic
Party, but it was not intended by the government to be im-

plemented rapidly. The oligarchy, however, rejected it as

unacceptable, and the plan was withdrawn. After President

General Humberto Romero, a proponent of the oligarchy's in-

terests, was deposed by a coup in 1979,  a succession of
short-lived mixed military-civilian juntas came to power.
These juntas aimed at structural changes in the economy

which would both reduce oligarchic power and, by redistribu-

tion of income and wealth, neutralise the threat of revolu-

tion. They were strongly supported by the US government and
**

fitted within the earlier-mentioned Kissinger Report.
After the Christian Democratic leader Napoleon Duarte

joined the third junta, expropriation and military occupa-

tion of most of the major landholdings began in March 1980.

This followed the nationalisation of the export of coffee

and sugar, and of the banking sector.
The agrarian reform, which also had political objectives

of eliminating rural unrest which had strongly increased
since 1979, consisted of three phases. In the first, proper-

     See Chapter III about ISTA.

**

Dunkerley (1982: 132-61) and Chapter IV. That US government
support was not always coherent can be seen in Prosterman and
Riedinger (1989).
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ties of owners who had more than 500 hectares of land were

expropriated, to be assigned to their permanent workers who

would form cooperatives of at least 25 members. In princi-

ple, 476 haciendas with a total of 235,000 hectares of land,
16 per cent of the country's total agricultural land, were

to be covered in this phase. A total of 329 cooperatives
were founded to benefit 35,000 families (Pelupessy, 1987b).
The original owner could retain 150 hectares plus 20 per

cent if improvements had been made to the property. The gov-

ernment provided compensation based on the declared tax val-

ue of the land and machinery. Compensation was paid in bonds

maturing over 20-30 years. This was to be repaid by the co-

operative over a 30-year period. The majority of the hacien-

das were engaged in export cultivation and extensive live-

stock-farming, having only a few permanent personnel, in-

cluding administrative staff, technicians and the remaining

colonos who were for the most part under the influence of
the former owner and not politically organised.

Any supporters of progressive pro-peasant organisations
found on the haciendas were arrested, murdered or expelled

by the army.  The  Institute for Agrarian Transformation
(ISTA) founded to carry out the unsuccessful reform of 1976,

was given the responsibility for carrying out this first

phase, supporting the cooperatives with credit, inputs and
technical assistance and supervising their administration.

The high degree of state control made the cooperatives com-

parable to state farms.*  The USAID agency provided consid-

erable technical and financial assistance to the reform pro-
t*

gramme. Both (former) land owners and independent peas-
ant organisations were against this reform; the latter be-

cause of its "top-down" character, the military repression
and the restricted number of beneficiaries.

'   As already indicated in Reinhardt's study, 1989.

**

See e.g. United States Department of State (1984) and Rosa
(1987).
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Phase II of the reform, to cover holdings of between 100

and 500 hectares, would have affected one-quarter of the

total agricultural land. Most coffee estates and a signifi-

cant proportion of cotton and sugar cane plantations would

have been covered by it. This stage of the agrarian reform

was postponed in response to strong opposition from the oli-

garchy.

The third phase of the reform was primarily conceived by

US advisers, often to the surprise of the Salvadoran civil

servants in the Agriculture Ministry.*  It was heavily crit-

icised by peasant-organisations and state officials. Accor-

ding to Roy Prosterman, a former land reform adviser in US-

dominated countries such as South Vietnam and the Philippi-

nes, this could have benefited between 137,000 and 183,000

families, about 12 per cent of the agricultural population.

Under the rhetoric of "land to the tiller", this phase was
to enable small tenants to obtain up to seven hectares of

**

land through a hire-purchase system. After paying in-

stalments over 30 years, the tenants would own these mainly

subsistence plots. To qualify, tenants had to submit appli-

cations to the National Office for Agricultural Finance
(FINATA), which administered this phase. Large as well as

medium-sized land owners who were in danger of being affec-

ted tried to prevent registration by using death squads to

expel tenants who might qualify for land purchase. In the

1980-1982 period, the terror forced many to flee to neigh-

bouring Honduras, Nicaragua and Costa Rica, or even to Mexi-

co  and  the United  States.  Others  sought protection  in

Church-run  refugee centres in  the cities.  During  their

     Simons and Stephens (1981: 44-63). According to Prosterman and
Riedinger (1989), the leadership of the conservative peasant
union UCS was also involved in this.

**

Experience in Asia pointed to positive results for this kind
of land reform in densely populated rural areas. See the stan-
dard work on "Land to the tiller" of Herring (1983).
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flight, many others were killed, for example in the massacre
on the river Sumpul in May 1980 (Pelupessy, 1987b).

The international literature differs over the impact of

the land reform in El Salvador. The number of beneficiaries

- nearly half a million, or slightly more than one-fifth of
the rural population - prompted the description "massive and

drastic"  from one author, and "stagnated", "quite negligi-
ble" from another, depending in part on each analyst's view
of the political conduct of the Salvadoran and United States

governments (Strasma, 1989: 426 and Diskin, 1989: 442-3).

Many evaluations derived from no clear theoretical frame-

work. The reform was contrasted against an ideal picture, or

certain consequences were ascribed to it a priori (Diskin,

1989: 430-1). Examples of this latter approach were a sup-

posed increase in productivity as a result of tenants having

obtained individual ownership of their plots during the
third phase of the reform, and the assumption that this
would fall because the land could no longer be rotated
(Prosterman  and Riedinger, 1989: chapter 6; Simons and

Stephens, 1981).

Otherwise, scant account was taken of concrete limita-

tions such as the quantity of available agricultural land,

its quality and population density as discussed in Chapter
*III of this book. Most studies used information from the

early period of the reform, which meant that conclusions

were based rather one-sidedly on the problems surrounding
the programme's initial implementation, legislation and reg-

ulation." Comparing one study with another proves diffi-
cult since the results relate to different times during the

process. A subsequent problem was that most studies were
based on the rural production structure of the 1960s or ear-

ly 197Os, while the implementation of structural reforms in

El Salvador aimed at combatting stagnation in the economy in

'   An exception is given by Browning (1983: 399-426).

**

See, for example, the earlier-mentioned studies.
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the early 1980s.* Our Chapter IV outlines precisely the

state of agrarian structure, organisation and policies dur-

ing this period immediately preceding reform. The land re-

form, stimulated by the United States, was also intended to

serve political ends and met with considerable resistance

from both local elites and popular organisations. Therefore
a correct assessment of the reform should also consider the

macro-effects of the continuous economic, social and politi-

cal crises of the 1980s. Even studies at the end of this

period took insufficient account of these aspects (Strasma,

1989; Diskin, 1989; Reinhardt, 1989).
This chapter attempts to evaluate the effects on the ag-

ricultural structure of the agrarian reform carried out in

El Salvador, mainly by the Christian Democrats. It also ex-

amines policy making and the problems of implementation. The

period under review extends from the introduction of the
reform in 1980 to the replacement of the Christian Democrat
regime in 1989 by the ARENA government, which considered the

process as completed by that time.

**

4.  The implementation and impact of the reform

According to officially published data, the land reform

allocated approximately 335,000 hectares, or 23 per cent of
the almost 1.5 million hectares of available agricultural

land, to about 23 per cent of agricultural families. In cal-
culating the population percentages, we have taken into ac-

count the enforced migration of the rural population in the

1980s on the basis of information from the Ministry of Agri-

culture and estimations of the number of war refugees.

*   This is the case even in Reinhardt's most careful study (1989,

451-82). A notable exception for this aspect is the Prosterman
and Riedinger study of 1987 with projections for the situation
at the end of the 1970s and the beginning of the 1980s.

** The information used here comes from Pelupessy (1987b)  in
addition to the sources listed in the notes to the Tables.
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TABLE 5.1
LAND TENURE IN 1987

A r e a Families
Tenure category 1 000 ha/

ha      %     1 000 %     family

PHASE I
New cooperatives 206 14.0 30     8.1
Trad. cooperatives 57 3.9 *8 2.2

6.9

PHASE III (smallholder)           72     4.9      47 12.7 1.5
Total reformed sector 335 22.8      85    23.0     3.9

Commercial agriculture 800 54.5 14 3.8 57.1
Traditional agriculture
(smallholder) 333 22.7 *115 31.1     2.9
Landless                           -       - 156 42.1       -
Total non-reformed
Sectork* 1 133 77.2 285 77.0     8.8

Total agricultural
sector*** 1 468 100 *370 100     4.0

Sources: MAG, 1987: 3, 118, 119; Morales and Aquino, 1987: 10

Notes:
*   Estimate
**  Average plot area: excl. landless
*** Average plot area: incl. landless

Almost all studies in the international literature so far

have been based on official demographic projections dating
from the early 1970s.

In Table 5.1 we see that the first-phase cooperatives
comprised some 206,000 hectares, to which should be added

about 57,000 hectares held by cooperatives already managed
by ISTA prior to 1980.*  Thus 18 per cent of the agricultur-

al land assigned to 10 per cent of the number of agricultur-

al families was covered by the first phase of reform.

*   This is the official figure in the 8th evaluation of the Sal-

vadoran Ministry of Agriculture. Strasma (1989) refers to a
much smaller area for the traditional cooperatives, but Brown-
ing (1983) is again close to the official figure.
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The third phase of the reform involved 13 per cent of the

families engaged in agriculture, former tenant farmers who

were allocated land by FINATA on an individual hire-purchase

basis, being given a total of 72,000 hectares or five per
cent of the land. These finateros had access to an average

1.5 hectares of land per family, whereas the equivalent fig-
ure for the cooperativistas was 6.9 hectares.

One can summarise the extent of the reform at the end of
the 1980s in terms of the ratio of actual to potential land

to be affected by the reform: for phase I this amounted to

88 per cent; for phase II zero; and phase III reached 41 per
cent; this made a weighted average of 35 per cent. Thus,

after almost a decade of agrarian reform, a little more than

a third of the land potentially available for the reform had
been affected.*

The new cooperatives mainly cultivated the profitable

traditional export crops. The 106 collective coffee produc-

ers from this group supplied over one-eighth of the national

harvest. The shares of the 50 cotton and 134 sugar cane co-

operatives were larger: between 40 and 50 per cent of the
national production of these crops at the end of the 1980s.
The importance of the reformed sub-sector in cotton produc-

tion rose in particular, because many private producers
stopped cultivating the crop due to poor prospects on the
world market, increased production costs and the civil war

(see Chapter VI).
The smallholder beneficiaries from the third phase of the

reform cultivated mainly basic staples: maize, beans, sor-

ghum and rice. Those who benefited from the two implemented

stages of the reform together provided almost 41 per cent of
the national bean production, over 30 per cent of the maize

and rice harvest, and 31 per cent of the sorghum. This phase

I and III production of basic grains was for a major part

*   Obviously this is a higher proportion than the 23% of the
available land mentioned earlier, because some land was al-
ready excluded in the design of the reform.
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realised on individual plots of land, which together made up

roughly one-third of the total national area under basic
food crops. However, the monetary returns per hectare for
these remained significantly lower than those for coffee,

Sugar cane and cotton.

In 1987, the average gross annual income of a finatero

family with 1.5 hectares of maize or beans yielding an aver-

age harvest, was 300 to 400 dollars, from which costs still
had to be deducted to obtain net income.*  Taking into ac-
count that the minimal monthly income needed by a rural fam-

ily in El Salvador for survival was estimated at 100 dol-
lars,  it can be calculated that an average beneficiary of
the reform in this category earned only a third of the min-

**

imum subsistence income from on-farm production. To sup-

plement farm income, the family would have to lease or rent
additional land, or hire out its labour. There was very lit-

tle difference in income between this beneficiary and the
traditional  semi-proletarian outside the reformed sector

described in Chapter III.

The problem of low income was largely caused by the small

size of land-reform plots and the poor quality of the land.

An indication of land quality is given by a comparison of

the yield per hectare of finata land with that of plots ob-
tained outside the reform and worked by the same group of

farmers with comparable technology and factor endowments.
The yield of non-reform land was on average 30 per cent hig-

her for maize, 50 per cent higher for beans, 70 per cent

higher for sorghum and as much as 150 per cent higher for
rice (see Table 5.2).

*   According to Strasma (1989), the average income of Phase III
plots rose from $303 to $417 in the period 1982-84.

**
Estimates of the minimal rural survival income were given by
the Salvadoran Ministry of Agriculture (see Chapter III).
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TABLE 5.2
AVERAGE YIELDS OF BASIC CEREALS IN REFORMED SECTORS:

phases I and III, 1985-1987 (MT/ha)
Forms of tenancy Maize Rice Beans Sorghum

Cooperatives (Phase I):
Collective land 2.9 3.1 0.8 1.5
Family plot within cooperatives 2.7 4.3 1.0 1.5
Family plot outside cooperatives 2.6 3.6 0.9 1.2

Reformed smallholders
(Phase III):
Finata family plot 1.9 2.4 0.7 1.0
Family plot outside finata 2.5 6.0 1.0 1.7

National average 1.8 4.0 0.7 1.2

Sources: MAG, 1986: 20, 28, 34; MAG, 1987: 17, 19, 24, 25, 32

Both phases of the reform benefited roughly one-third of
the potential target groups of small tenant farmers and per-

manent agricultural labourers. The number of beneficiaries
proved far lower than forecast  by advisers such as
Prosterman. The majority of small peasants, tenant farmers,

semi-proletarians and seasonal workers remained outside the
reform, while the landless, over 40 per cent of agricultural
families in the 198Os, were excluded totally from any reform
design.

The cooperatives belonging to the export sector may be

considered as potentially the most important part of the
reform in terms of production, productivity, income and em-
ployment generation.

Of the area originally covered by the land reform decree

of 1980, some 11 per cent went to the original owners, who
could retain in excess of 150 hectares, and almost the same
percentage was taken by the state as a natural reserve. In-

cluding the pre-1980 cooperatives, the sector comprised a
total of 340 cooperatives with a combined 263,000 hectares
of land. In 1987, 29 cooperatives with a total of 15,000
hectares of land lay in the war zones of the eastern and
central provinces, and had been abandoned. From the total
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TABLE 5.3

LAND USE BY COOPERATIVES, 1980-1987
(percentages)

1980/84 1984/85 1985/86 1986/87

Export crops 25.4 21.7 21.3 18.5

Other commercial crops 5.3 6.3 6.2 6.5

Basic grains 11.0 4.3 4.8 5.4

Collective land 41.7 32.3 32.3 30.4

Individual land 6.7 11.3 10.7 12.0

Grazing 19.3 21.5 22.5 24.4

Fallow, woodland, etc. 32.3 34.9 34.5 33.2

TOTAL 100 100 100 100

Sources: MAG, 1987: 10; MAG, 1985: 11, 13, 15, 24-5

area of the cooperatives in operation, 30 per cent was col-

lective agricultural land (largely for export crops), 12 per

cent was worked individually (basic cereals), and 57 per

cent lay fallow or was used for extensive livestock farming

(see Table 5.3). In this respect the cooperative sector was

not significantly different from large private estates.
There was even a tendency for the area used for livestock

farming to increase, with cattle stock numbers remaining
stable,  while the area of collectively farmed land de-
creased. This resulted from a decline in the collective cul-

tivation of basic staples, which were increasingly grown on

individual family plots. The total area of this individual
land rose to more than double the amount used collectively

for cultivating basic grains. The cooperativista increasing-

ly worked land individually to support his family. This
practice became more common after some years of implementa-
tion of the reform.

Over 80 per cent of cooperative members engaged in work

on a family plot. In addition, land was rented to non-mem-

bers: nearly one-third of the land worked individually was
cultivated by renters, who accounted for one-third of the

total number of cooperativistas. A plot averaging 0.8 hect-
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are was assigned to each cooperative family, and many felt

that this was the greatest benefit of the agrarian reform

(Clapp, 1985). Enthusiasm for these small plots was probably

rooted less in the extra 200 to 300 dollars in income per

year they generated than in the opportunity to provide a
significant proportion of own family consumption.

The above discussion indicates that, in contrast to the

case in many other Latin American agrarian reforms, the land
market in El Salvador was not destroyed. On the contrary,
developments in the non-reformed sector indicated that the

land reform increased land access as large landowners, wor-

ried about the introduction of new land reform laws, subdi-

vided, sold or rented out their properties. But the uncer-

tainty caused by the war, the flight of farmers and the cost

increases - accompanied by falling world-market prices - led
many small and medium-sized farmers to sell their land for

both agricultural and non-agricultural purposes.

Yields per hectare achieved by the cooperatives on col-
lective land were, in general, higher than the national av-

erages for both export crops and basic staples (with the
exception of rice and, in the late 198Os, cotton). These
results were often used to argue in favour of setting up
more cooperatives in El Salvador. However, fieldwork on more
or less comparable-sized coffee or cotton fincas has shown
that  cooperatives  did  not  achieved  consistently  higher

yields (Pelupessy, 1991). It appears that, at least in ex-

port crops, low small-producer yields in the non-reformed

sector had a depressing effect on the national averages.
Returning to Table 5.2, we can see that for maize and

sorghum productivity levels of family plots in the coopera-
tives (also of outside plots) were lower than those achieved

on collective land. It can also be seen that the productivi-
ty levels per hectare of family plots within the cooperati-

ves exceeded those of the finateros but were lower than
those of outside land rented by these smallholders (except
in the case of maize). Land quality, use of inputs and cred-
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its (discussed later) and productive organisation could ex-
plain the difference. We may conclude that the yields of

basic staples from different kinds of land tenure fail to
confirm Prosterman's general assertion that family-run units

in agrarian reforms are superior to other agricultural pro-

duction organisations (Prosterman and Riedinger, 1989).

5.  Contradictions within the reform

Beneficiaries of the reform also experienced serious pro-

blems in the areas of production and distribution. Uncer-

tainty over the future caused desertions and other changes

in cooperative membership. Within seven years the number had

dropped by one-eighth, and 40 per cent of the original mem-

bers had been replaced. One of the most important reasons
for this decline was underemployment. The available labour

force in the cooperative sector in 1986 was estimated at
around 68,000 person/years, for most families had more than

one member in the economically active age group. Annual de-

mand for labour was: 41,000 person/years, for direct agri-
cultural activities on collective land; 4,200 for adminis-

trative, technical and other permanent staff; and 5,500 for

work on family plots. Total demand, including harvest activ-
ities, therefore, amounted to 50,700 person/years.

In the collective sector, 70 per cent of this demand was

by the export crops of coffee (40 per cent), cotton and sug-
ar cane. Livestock farming, on the other hand, generated no

significant employment despite the extensive area devoted to
it. Taking into account the 1,200 person/years of permanent

staff contracted from outside, the effective demand for the

labour of cooperative members and their families totalled

49,500 person/years, or 73 per cent of the supply (see
above). These figures imply that unemployment in the cooper-

atives stood at a minimum of 27 per cent. This is a conser-

vative estimate because increasing use was made of low-wage

labour recruited from outside the membership. The seasonal
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nature of agricultural activities also contributed to the

under-utilisation of labour. During the busy harvest months

of December and January, three times as many workers, many
of them from outside, were needed than in the slack season
of April and May. On the other hand, the demand for labour

on land farmed by finateros covered only a quarter of the

labour supply that they and their family members could pro-
vide.

Although the vast majority of the cooperatives recieved

credit at the end of the 198Os, problems remained. Some 30
per cent of the cooperatives complained of late receipt of

credit in 1987, and 20 per cent received insufficient cred-

it. Half of the estates were financed by the Agricultural

Development Bank (BFA), one-sixth by the (land-)Mortgage
Bank, and one-third by the (nationalised) commercial banks.

Of all operating credit loaned, over three-quarters went to
export crops and less than one-sixth to basic cereals. The

commercial banks granted the larger loans which were concen-
trated on export crops, while the BFA was more diversified

and financed basic staples and other commercial crops for
the domestic market.

Cooperatives received more than six times the credit giv-

en to the beneficiaries of the third phase of the reform.
This was despite the fact that the cooperatives' productive

agricultural land (excluding fallow areas and those used for

extensive livestock farming) had only 20 per cent more ex-
tension than that of the finateros. Thus, loans showed the
traditional strong bias towards producers of export crops.

However, even where credit was granted for basic staples,
cooperatives were given relative priority.  They received

more credit for the cultivation of these crops than did all
the finateros together, although the latter cultivated more
than twice the area of basic staples than did the coopera-

tives. The lower land yields of the phase III farmers would

indicate that their need for credit was greater than that of

the cooperatives.
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A quarter of the cooperatives had difficulty in repaying
their loans, as a result of the armed conflict, natural phe-

nomena (torrential rains, drought, and so on), and problems

plaguing cotton cultivation. However, the problem of cooper-
ative debt was eased by the government's extension of the

repayment term, granting of exemptions and lowering of in-
terest rates.

The total agrarian debt of the cooperatives amounted to

some US$145 million, of which barely two per cent was repaid

by 1987. In contrast, the financially far weaker finateros

in the same year had a combined debt of US$25 million, of

which nine per cent had been paid off.
The majority of the cooperatives received technical as-

sistance, compared with roughly one-tenth of the phase III

farmers. Profitable cooperatives received more credit and
technical assistance than loss-making ones did. Survey data

interviews confirm that cooperative members in general enjo-

yed better working and living conditions than before the re-

form (Aravalo, 1987 and Clapp, 1985). This applied particu-

larly to incomes and housing. The majority of the members

who worked as agricultural labourers, however,  still re-
ceived less than the legal minimum wage (Ardvalo, 1987). The

overall preferential treatment of phase I beneficiaries in

comparison with the phase III smallholders may be partially
explained by the political importance of the cooperatives

and their better organisation. It would be no exaggeration

to conclude that the two implemented phases of the land re-

form did not reduce the traditional inequality in rural ar-

eas, but rather reproduced this even within the reformed
sectors.

6.  Rural class and reform

The rural instability of the 1980s must be seen within

the framework of changing social relations in Salvadoran

society as a whole. The dislocation of the production struc-
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ture, growth of the informal economy, particularly in agri-
culture and industry,  and huge increase in the number of

refugees and displaced persons were among the main effects
of this development.

Segundo Montes (1988) estimates the number of persons
displaced by the war in the mid-1980s in rural areas at be-

tween nine and 13 per cent of the labour force, open unem-

ployment 22 to 31 per cent and underemployment at least 34
per cent. In the late 1980s only one-third of the national

labour force was engaged in productive activities. The larg-
est section of the labour force were the semi-proletariat,
who made up 15 per cent of the working population. The bene-

ficiaries of the third phase of the agrarian reform com-

prised a quarter of this group. The other employment cate-

gories were  industrial and agricultural labourers  (one-
eighth of the labour force) and owners of small-scale enter-
prises (seven per cent). The cooperatives from phase I of
the reform accounted for one-third of this last group of
owners.

If economic decline is taken into account, the land re-

form (phases I and III together) had a greater impact than
the number of beneficiaries, who amounted to five per cent
of the national labour force, would suggest. This is partic-
ularly true if one considers the process of descampesina-
ci6n, whereby increasing numbers of peasants and agricultur-
al labourers abandoned the countryside. By the early 1990s
there were still no reliable figures on the number of refu-

gees returning to the rural areas.

In 1990 at least 30 per cent of the working population
and their dependents in the cities derived their support
from the informal sector, international aid organisations,
the government, and family remittances from abroad. The flow

of dollars sent by Salvadorans in the United States to rela-
tives in El Salvador was estimated at US$300-400 million a
year for the late 1980s. This was equivalent to over half
the total export earnings in 1988, and clearly of great im-
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portance to El Salvador's balance of payments. Almost a

quarter of all families in the country received money from
the United States, and for many this was their only source

of income. Under these circumstances, the income-generating
capacity of the agrarian reform was by no means negligible;

but it was, as has been demonstrated in the preceding sec-

tion, limited in scope, and it reproduced in its two imple-

mented phases the traditional inequality found in the rural
areas.

On the other hand, the urban areas gained increasing

socio-economic and political importance. Thanks to US gov-

ernment aid and business generated by the war, an 'upper
middle class' emerged. The significance of this group could

be seen in all political parties, though probably more in
ARENA than among the Christian Democrats. However, the fate

of the proposed second phase of the reform (covering fincas

between 100 and 500 hectares) clearly showed that large land

owners producing export crops still held dominant power.
Originally,  a quarter of the total  agricultural  land

owned by large coffee, cotton and sugar producers was to
come under the second phase. A constitutional law, which was

also approved by the Christian Democrats in 1983, specified
that properties smaller than 245 hectares were to fall out-

side the scope of any phase of the reform. As a consequence,

phase II could affect only three in stead of 25 per cent of
the agricultural land. At the end of 1988 the "Ley de Trans-

ferencia Voluntaria de Tierras" (Voluntary Land Transfer

Act) was proclaimed for the purpose of reactivating phase
II; it allowed land owners to offer land for sale volunta-

rily at current market prices. Small farmers, the landless
and farming cooperatives could theoretically obtain

(subsidised) credit to buy such land. In fact, before the

end of the civil war they had practically no access to the
land market.

In the non-reformed sector, the land reform induced large

landowners to subdivide properties, sell them or pass them
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on to family members or frontmen. Thus, fincas larger than

245 hectares became rare in the Salvadoran landscape. The

production of export crops declined at the end of the 198Os,
particularly in the private coffee and cotton sectors. By

1988 the total area of land under cotton had shrunk to one-

tenth of its peak level in the 1980s and the crop had prac-

tically disappeared. Over 40 per cent of the land used for

coffee cultivation was not or was poorly maintained in order

to cut costs. As a result, the reformed sector was producing

a growing proportion of these crops. Under the ARENA regime
in the early 199Os, pressure mounted to reduce the preferen-

tial treatment of cooperatives, which in any case had been

inadequate under the Christian Democratic government. The

possibility of reprivatising cooperatives, if their members

so chose, was introduced. The increasing individualisation

of basic grains production on the cooperatives, and the ten-
dency to attract more outside wage labour, could make inter-

est in privatisation probable in the near future.

Further, it was doubtful whether the US administration

would object to this development. As political commitment to
the agrarian reform declined in El Salvador, US government

support also waned. The policy of various US agencies had

not been consistent in any case (Prosterman and Riedinger,
1987). Pressure was placed upon the El Salvador government

to accept the recommendations of international financial
institutions like the IMF, which favoured a non-interven-

tionist economic policy that would strengthen privatisation.

Of all US economic assistance in the eighties, only ten per

cent went directly to supporting the land reform, and many
measures  had  a " counter-insurgency" element  in the first place.

A comparison of the class structure in the rural areas in

1987 with the situation at the end of the 1970s as discussed

in Chapter III, reveals a number of changes. The importance

of the semi-proletariat and the small farmers had declined.
A lot of these had become landless, migrated to the cities

or fled from political repression, and a not inconsiderable
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percentage were tied by debt to small plots of phase III
land for 30 years. Due to the creation of agricultural coop-

eratives,  a somewhat smaller number  (in comparison with

phase III) of agricultural labourers became collective own-

ers of large agricultural concerns. This last group increa-

sed the percentage of export agricultural estates larger
than 10 hectares. The proportion of the landless, however,

rose instead of decreasing. Rural polarisation seemed to

rise, too, although land distribution probably became more

equal within commercial agriculture. In terms of possession

of land, the oligarchy had by no means emerged unscathed.

Obviously, these developments were not the consequence of
the reform alone, but also of the war, the political situa-

tion and the international  economic instability of  the
1980s.

7.  Politics and reform

The Duarte regime tried to use the agrarian reform as a

means of creating and expanding its political base in rural
areas. This was also an important motivation for the support

of the US government. In the course of eight years, 1980-

1987, USAID spent almost US$300 million directly on the re-
form.*

The majority of the haciendas that were affected by the

first phase of the land reform were extensive agriculture

and livestock-farming properties with only a few permanent
personnel, generally technicians and not politically organ-

ised colonos. The landholdings were practically invaded by
the army to expropriate big landowners. The management and

administration of the cooperatives came under the strict
control of the state institution ISTA. The military was also

determined to use all means to expel members of independent

and leftist peasant organisations from the cooperatives.

*   This is a lot of money, although small in comparison with the

military aid from the US of $ 800 million in the same period.
(Estimation based on Rosa, 1987: 83, 86.)
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Violence in the third phase of the reform was even worse,

since large as well as medium-sized landowners used death

squads to drive out tenants who could qualify for it. In the

early 198Os, the terror by the army and unofficial assault

groups forced many to flee. As a consequence the Farabundo

Marti Liberation Front (FMLN) composed by the five politico-

military organisations, which were closely related to left-

ist unions and peasant organisations, started to place ter-

ritories under its own control to serve as bases for gueril-

la actions as well as protect its supporters. As repression

increased sharply in the cities, the FMLN moved all its cad-

res to the countryside to begin a major offensive against
the army and take control of the rural areas.

The FMLN's two biggest organisations, FPL and ERP, were

particularly successful in dominating the zones where they

traditionally had high popular support.'  In 1982 these cov-

ered nearly 17 per cent of the national territory and ten
per cent of the population. The FMLN actions drove govern-

ment supporters and members of paramilitary groups out of
these areas. Around 40 cooperatives from the first phase of

the reform suffered from these actions and were consequently

abandoned, with their members seeking refuge in government-

controlled areas. The army responded with generalised re-

pression of those living in the countryside in a bid to de-

prive the guerillas of their social base. Peasants who be-

longed to organisations that supported the government, such
as the peasant union UCS, were also victims of this. The

result was a substantial involuntary migration from rural
areas in the first half of the 1980s.

From 1983, the situation began to change in several as-

pects. Following the Vietnamese war model, the government

and army now fought a more integrated war on the military,

socio-economic and political fronts. The army and security

forces were drastically expanded, reorganised and moderni-

*    See Chapter II on the nature of these organisations.
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sed. The air force gained the use of US assault helicopters
and their reconnaissance flights were able to trace guerilla

concentrations more quickly. US-trained elite battalions and

anti-guerilla specialists were brought in and the US advis-
ers managed to make the army function more efficiently. The

pacification process now followed a fixed pattern: to carry

it out, the National Commission for Area Restoration (CONA-

RA) was set up, financed and assisted by the North American

AID. First, there were frequent air raids and artillery at-
tacks to force the population out of the FMLN-controlled

areas. A CONARA plan for the area then followed, and an ar-

my-controlled civil defence system was implemented. The gov-

ernment tried to win the people's cooperation with the help
of AID reconstruction funds. Although its plans were far

from wholly successful, a certain coherence and continuity

had emerged in the government's actions with increasing if
partial successes.

As a result, it became possible for the Christian Demo-

cratic PDC to create a broader support base.  This was
achieved through the foundation of a political organisation
on a national scale, the Union for Popular Democratic Unity
(UDP), formed by the peasants' Union UCS, the federation of

cooperatives of the agrarian reform, the large federation of
trade unions in the construction industry, and a number of

Christian urban trade unions. During the first five war
years of the 198Os, this was the only organisation, aside

from those of the extreme right, with any political and
trade union margin to manoeuvre, which could explain its
rapid growth . In particular, employees and workers in the
Ministries of Agriculture, Public Works and Finance and mem-

bers of the cooperatives established during the agrarian
reform were among the affiliates.

For the 1984 elections the Christian Democrat Napoleon

Duarte signed a social pact with the UPD, which supported

him in exchange for representation in certain government
agencies. The chairman of the Federation of Agrarian Cooper-



160 Chapter V

atives (FESACORA), for example, was appointed director of
ISTA after the election of Duarte.

On the other hand, the organisations of the FMLN did not

succeed in maintaining their mass movements. In the cities,

left-wing union work was increasingly surpassed by the ac-

tivities of organisations sympathetic to the Christian Demo-
crats. In the guerilla controlled areas, too, the FMLN was

forced to give up ground. The guerillas were increasingly

unable to offer the population protection from massive bom-

bing, shelling and large-scale military operations. The FMLN

returned once more to a traditional guerilla strategy with

occasional large military offensives. The percentage of ru-

ral areas under FMLN control, therefore decreased. However,
this no longer reflected the limits of guerilla actions:

sabotage, roadblocks, etc., occurred in most departments and

forced the army to deploy a great deal of manpower and equi-

pment. By disrupting the electricity supply and lines of
communication, attacking farms and processing plants of ag-

ricultural  export products  -  particularly cotton -  and

through surprise attacks throughout the country, the FMLN
attempted to bring the government to the negotiating table.'

The agreement with the UPD won Duarte the presidency of

El Salvador. However, the increasing poverty of the majority

of farmers, agricultural and urban labourers, the worsening

living conditions of a large proportion of the middle class-

es, and the inability of the government to improve the situ-

ation, led to the disintegration of the UPD in 1986.

Most of the cooperatives from the first phase of the re-

form were organised in a federation which became an impor-

tant base for the creation of a new, pro-Christian Democrat
trade union organisation after the collapse of the UPD. This

federation was seen as an alternative to the existing left-
wing organisation. The majority of the finateros from the

*  See Joaquin Villalobos (1989: 103-22), at that time the FMLN's
highest commander, on the twin-track strategy of the guerilla.
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third phase of the reform remained unorganised. Those that

were, belonged to the earlier-mentioned conservative peasant

union UCS or to a small federation of cooperatives that was

also affiliated to the Christian Democratic umbrella organi-
sation. The local council and National Assembly elections of

1988, however, brought a landslide victory in rural areas
for the extreme-right party Alianza Republicana Nacionalista

(ARENA). The agrarian reform as a political instrument had

not delivered the results that the Duarte regime and its
American advisers had expected. There was a lot of dissatis-

faction with the ongoing civil war, the limited number of

reform beneficiaries, the corruption within the government

and the general situation of instability.

After this electoral debacle,  the Christian Democratic

Party made another attempt to unite its shattered social

base in preparation for the presidential elections in 1989.

It failed again, with obvious consequences for the continu-

ity of the agrarian reform process.

The beneficiaries' opinion of the reform could still be

of considerable importance for the future, despite the ap-
parent support that the anti-reformist ARENA party had won

in the rural areas. The results of the 1991 election con-

firmed this support in the countryside. Nevertheless, offi-

cial and independent polls showed that the vast majority of
the beneficiaries viewed the reform positively. A reliable

source of income, access to land, employment and security
were given as reasons for this. However, few saw themselves

as owners or co-owners of a cooperative. Attention tended to

focus more on the direct provision of food and other basic

needs than on running the cooperatives. Interest in collec-

tive production could decline still further, because the
cooperatives received too little technical and other assis-

tance to provide for the growth of labour productivity and

income. Table 5.4 shows the negative trends in agricultural

yields for the different sectors in the 1980s. The sharper

decline of basic staples in the reformed sector (collective
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TABLE 5.4
PERCENTAGE CHANGES IN AGRICULTURAL CROP YIELDS

1980/1981 - 1989/1990

Reformed sector

Crop (collective) National

Basic grains:

Maize                                 -0                  +18

Rice +15 +14

Beans -12 -22

Sorghum -23                 +7

Export crops:

Coffee                                +7                   -2

Cotton -35 -21

Sugar cane +28                  +8

Sources: Montoya, 1991: 45; Montoya, 1992: 284

areas) is striking. Among the export crops, the performance

of coffee and sugar cane in the reformed sector was better
than that of the others. This resulted from relatively bet-

ter maintenance of coffee and sugar plantations in this sec-

tor, and the neglect of private estates for both economic

(rising costs,  falling world-market prices) and political
*

considerations (hostility to reforms).

Nonetheless, it is doubtful whether the economic power of
the oligarchy had been substantially reduced when one takes

into account its control of the commercial and processing

sectors. Intervention by the government through the nationa-

lisation of the trade in coffee and sugar was only temporary
in this respect. In addition, the importance of the oligar-

chy in the government and the army remained great, despite

emerging competition from the urban nouveaus riches.

The agrarian reform was associated with major social
changes. However,  political opportunism by the Christian

Democrats and US ambivalence did not permit the reform to

'    See also Chapter VI.
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realise its aim of solving the country's basic agricultural

problems.

8.  Conclusions

It is no simple matter to draw unambiguous conclusions
about the effects of the 1980 agrarian reform on the process

of capitalist transition in El Salvador. Viewed in terms of

percentages of agricultural land or beneficiaries, El Salva-
dor's reform at the close of Christian Democratic rule in

1989 was about average among the Latin American "capitalist"
reforms which were mostly regarded as unsuccessful (De Jan-

vry, 1981: 206; Thiesenhusen, 1989). Furthermore, the per-

centages of land affected and beneficaries declined slightly
at the end of the 1980s. In the assessment one should also

consider the initial conditions, such as the population

pressure, weight of large landowners and social turmoil,
which made any reform in land relations extremely difficult,

if not impossible, in this country.

More important, a significant number of the productive

(and in principle profitable) agro-export estates became
collective properties within the reformed sector. However,
the setting up of cooperatives did little to change the na-

ture of these concerns. A large proportion of the land re-

mained underutilised, lying fallow or being used as pasture

for extensive cattle ranching. Technology remained unchanged

and the demand for labour retained its essentially seasonal

nature. Although yields for both export crops and basic ce-

reals were in general higher than those in the non-reformed
sector, the evidence is not conclusive. Also, the coopera-

tives had to cope with the individualisation of land use,

renting land to outsiders and contracting external labour

despite the considerable underemployment of their members.

Problems in relation to marketing, credit, obtaining inputs,

and access to technical assistance made the situation worse.

Typically, the majority of the cooperativistas, despite real
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improvements in their incomes, did not feel themselves inte-

grally involved in their enterprises.
The introduction in phase III of a reformed sub-sector,

in which land was allocated to families under individual

title also occurred in most other reforms in Latin America

(Thiesenhusen, 1989). In El Salvador the families concerned

had previously enjoyed (restricted) access to land as tenant

farmers, while the small size and poor quality of the plots
gave the new owners the status of smallholders. This section

of the reformed sector suffered more problems in terms of
sales, credit, inputs and technical assistance than the co-
operatives did. An increase in productivity as a result of

obtaining individual ownership rights through land reform

(as expected by Prosterman and others) cannot in general be
proved.

Agrarian reform increased access to land more indirectly

than directly, and an active land market remained in opera-

tion, but did not enhance efficiency. Civil war and uncer-

tainty about the course of the reform led to some land being

neglected and abandoned, with negative effects on production

and yields. Under these circumstances, the political objec-

tive of the reform, rural pacification, proved to be in con-

flict with the economic aims of boosting production and im-

proving income distribution. A general stagnation in the
agrarian sector resulted, both in the reformed and the non-

reformed sectors. For the vast majority of families in the
rural areas the capacity to provide their own basic needs

decreased rather than increased in comparison with the peri-
od before the reform.

El Salvador epitomised a reform model that failed to im-

prove or create a permanent and significant social base for
the reformers.*  The financial and political support of the

    Compare with the reformist military regime of Peru in the
1970s (see Lastarria-Cornhiel, 1989: 127-55).
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United States was unable to improve the situation apprecia-

bly.

Given the contrasting tendencies discussed in this chap-

ter, it is probably not possible in the early 1990s to form

a definitive judgement of the long-term consequences of the

agrarian reform in El Salvador. The reform contributed both
to class differentiation and to the permanence of a part of
the semi-proletariat in the rural areas. Agricultural pro-

duction capacity in general, however, did not increase. Us-

ing De Janvry's typology, one could provisionally identify a
mixed trend towards junker-redistributive and peasant-tran-

sition reform. "Landlord capitalism" did not by any means

however, became a thing of the past in post-reform El Salva-
dor.



VI. AGRARIAN POLICY AND EXPORT PRODUCERS'
RESPONSES IN THE 1980s

1.  Introduction:
Changes in the traditional agro-export model

In this chapter attention will be paid to the supply side

of the export economy and the way this was influenced by
changes in policies and the external environment. The impact
of three structural reforms and other sectoral policies on
the behaviour of the agro-export producers will be the main

subject treated. Even before the crisis of the 198Os, the

postwar  development of the  Central American region was
described as superimposed, externally determined and of an

exclusionary nature (ECLAC, 1986: 13-22). Another longer-

term study pointed more explicitly to a probable breakdown
of social and economic relations as a consequence of what

was called oligarchic-based agricultural export growth (Bul-

mer-Thomas, 1983: 271).
It seemed that historically the effects of export growth

on the balance of payments, government revenues, value add-

ed, domestic savings and the financial sector of the coun-

tries in the region, had been insufficient to generate a
balanced and autonomous development. The nature of the Cen-

tral American economic structures is such that the evolution

of the agro-export sector determines the aggregate demand of
the countries and above all their capacity to import. That

had made trade among these countries, even in industrial

products, very sensitive to price movements and world demand

for primary agricultural commodities,  especially coffee.

(Siri, 1983: 201). The creation of the Central American Com-
mon Market increased interdependence, but also heightened

economic dependence on external factors. (Siri, 1983: 201).
The margin for any countercyclical economic policy of the

governments concerned was very limited. The previously men-
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tioned ECLA report emphasised the need to design an alterna-

tive strategy directed at structural change for the region.
The introduction of Salvadoran structural reforms in 1980

was intended to make possible far-reaching state interven-

tion in the productive, commercial and financial spheres of

key sectors of the economy, in order to reactivate and re-
structure the stagnating development model of the 1970s. It

is perhaps in El Salvador that one can trace most clearly in
the region the consequences of the "superimposed development

model". Unprecedented economic growth in the postwar era had

been the outcome of a rigidly biased and concentrated agro-

export production structure with a high degree of external
dependence. The virtual absence of redistribution of the

results of this growth, especially in the rural areas, re-

sulted in a restricted domestic market, which led to a gen-

eralised economic, social and political crisis, in which "an
armed challenge to traditional power" emerged at the begin-
ning of the 1980s.*

The reforms were necessary for both the implementation of

a new (counter-revolutionary) sociopolitical model as well
as the construction of what was later to be called a "social
market economy" in which the state exercises a fundamental
role in the orientation and development of the domestic mar-

ket with the participation of different kinds of produc-
**

ers. Export activities remained of considerable impor-
tance in the economy.

At the start of 1980 three basic reforms were introduced.

The first was the agrarian reform discussed in Chapter V.
The export trade in coffee and sugar was nationalised with

    For a discussion of this, the reaction of the state and some
common characteristics in the Central American countries, see
Torres-Rivas (1986: 879-97).

**

For a definition of this economic model and detailed discus-
sion see, MIPLAN (1985: 74-133). Its theoretical fundaments
were of German Christian Democratic origin   ( see Borrmann   et
al., 1990). See also Chapter VII for the macroetonomic deter-
mination of the model.
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the establishment of the state institutes INCAFE and INAZU-

CAR which were given a monopoly over the exports of the two
crops and a key role in its internal trade. The financial

system was also nationalised in order to reorganise the cre-
dit market.

Because of the interrelated nature of the three reforms

and the importance of changes in land tenure, we first have
to summarise in this introduction the main effects of the

land reform on the export crops development.
This reform was intended to play a fundamental role in the

modernisation of the productive system and in the efforts to

achieve more balanced economic growth. This means that "the

reform must be concerned with the ownership of land and cap-

ital and at the same time... must produce a system of land

tenure that is capable of achieving sustainable increases in
crops production - for export and domestic needs - through

an intensified and efficient use of a limited resource base"

(Browning, 1983: 406).

Table 6.1 gives the ownership structure of export crops

and basic grains after the agrarian reform had been imple-
mented.*

It is clear from the table that 20 per cent of the agri-

cultural land in the reformed cooperative sector was dedi-

cated to the export crops of coffee, cotton and sugar cane,

compared with 17 per cent in the non-reformed sector, which

apparently gave it economic advantages. But approximately 90
per cent of the coffee land, 60 per cent of the cotton area

and 56 per cent of the sugar cane area still remained in the
private sector. Meanwhile, over two-thirds of the coopera-

tive land dedicated to the cultivation of basic grains was

worked on individual family plots and only one-third was

cultivated collectively.

t

Here  one  should distinguish between  the  cooperative  and
smallholder sectors (see Chapter V).
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TABLE 6.1
LAND TENURE FOR VARIOUS CROPS, 1988 (1,000 hectares)

Basic
Coffee Cotton Sugar grains Other* Total

Private
ownership** 180        3       18 177 780 1 158
TenancY                 0       4       4      30      33      71

Non-reformed 180        7       22 207 813 1 229

Cooperative***         20        5       16       13 154 208
Smallholder

(phase III) -        -        1       72        -       73

Total reformed         20        5       17       85 154 281

TOTAL**** 200       12       39 292 967 1 510

Source: Approximation based on Montoya (1991: 24, 25, 53, 54).

Notes:

*    Incl. other agricultural, livestock and forestry (also some basic
grains). Incl. also basic grains produced on an individual basis
by cooperative members

**   Including traditional cooperatives
***  Agrarian reform cooperatives
**** There may be differences with the data of the Annex because of

registration problems

It is also noteworthy that the percentage of unexploited
land (mainly pasture, fallow land and forests) was slightly
higher in the new cooperatives than in the non-reformed sec-

tor (see also Chapter V).
The average man-land ratio of the reformed smallholder

sector was about three times as high as that of the non-re-
formed sector and eight times that of cooperatives.  The
change in land tenure was limited and made the agrarian
structure more heterogeneous in size, selection of crops and
technologies.'  A strong agro-export orientation gave advan-

tages,  since in the 1980s the earning capacity of these
crops was still much higher than that of basic grains.

Technology as defined by man-land ratio and use of chemical
inputs and improved seeds.
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TABLE 6.2

INDEX OF THE EARNING CAPACITY OF CROPS, 1980 and 1985

(value added/hectare)
Maize = 100

Crop 1980 1985

Export crops:
Coffee 1 787 939

Cotton 392 407

Sugar cane 703 493

Basic grains:
Maize 100 100

Beans 156             64

Sorghum                                            64             54

Rice 446 326

Sources: BCR, 1986: 97; MIPLAN, 1984: 33; Rufz, 1979: 75

The three traditional export crops counted for 58 per cent

of the agricultural value added in 1987, compared with 63

per cent in 1979 (Montoya, 1991: 95-6).

Table 6.2 shows that in 1985, as a result of productivity

and price effects, value added per hectare of sugar cane and

cotton was still more than four times that of maize, and for

coffee it was more than nine times the rate for basic grains

despite the narrowing of differences during this decade.
When price effects are eliminated, the index of value added

per hectare in constant prices for coffee compared with
maize was 537 in the 1970s and 431 in the 1980s (Montoya,

1991:  40). Rice seemed to be the exception in the basic

grains group. The use of technology was one of the factors
which could explain the differences. More than 40 per cent

of the area dedicated to export crops could, on average, be

classified as modernised, and almost 15 per cent (mainly
coffee) as non-modernised, while these percentages were the

opposite for basic grains (again, rice is the exception)
(MAG, 1976: annex 50, 51).
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TABLE 6.3
COLLECTIVE LAND USE OF AGRARIAN REFORM COOPERATIVES

Phase I (hectares)

Crops 1980-1 1981-2 1982-3 1983-4 1984-5 1989-90

Coffee 21 795 18 992 19 320 18 944 19 682 19 346

Cotton 19 612 19 095 16 154 13 706 13 490 4 605

Sugar cane 10 618 11 006 12 793 13 906 15 910 12 406

Total export
crops 52 025 49 093 48 267 46 457 49 091 36 357

Basic grains 29 063 27 359 16 222 13 010 9 780 10 572

Other crops 10 273 10 001 10 192 11 690 14 043 13 370

Total 91 361 86 453 74 681 71 157 72 914 60 299

Sources:
MAG, 1985: V Evaluaci6n del Proceso de la Reforma Agraria;

Montoya, 1992: 284-6

Table 6.3 presents the evolution of the cultivated and
collectively worked areas of 99 coffee,  66 cotton and 120
sugar cane cooperatives. The total area dedicated to export

crops decreased with 30 per cent mainly in the second half

of the decade. The strong decline of the cotton area was the

main cause, but sugar cane increased its area in the first
half of the 1980s due to favourable economic results.

However, there were also strong internal conflicts within
the cooperatives, accompanied by instability in membership

figures and the widespread presence of low-productivity ac-

tivities on individual family plots (Garcia, 1987: 100). The

decline of collectively cultivated land in the cooperatives

gives an indication of these problems. The basic grains area

on collective land declined by 60 per cent. As we have seen

in Chapter V, the land reform also affected the non-reformed

agricultural sector because of the uncertainty about new
legislation and the response of private producers who ab-

stained from making new investments. This caused the subdi-

vision of large landed properties and a general decline in

the productivity of the private sector.
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In order to assess the overall and distributional results

of the new strategy of the 198Os, it will be necessary to
discuss the effects of the other sectoral policies on the

product and input markets of the main agricultural export
sectors, since these remained the backbone of the Salvadoran
economy. The impact of macro policies, which was consider-

able will be treated in Chapter VII.

In the rest of this chapter, the effects of the two natio-

nalisations will be discussed first. That of exports (pre-

sented in section 2) was complemented by a reorganisation of
all the marketing systems of the main agricultural export

commodities. The nationalisation of banking and its effects
on the rural credit market will be discussed in section 3.
The impact of the total policy package on the cost of pro-

duction will be the subject of section 4. In subsequent sec-

tions 5, 6 and 7, producers' responses will be analysed in

terms of, respectively, the changes in productive capacity
of the agro-export sectors, land use and producers differen-

tiation. In the last section some conclusions for agrarian

policy will be drawn.

2.  Nationalisation of exports

Prior to the reforms, the oligarchy controlled the economy
not just through possession of agricultural land in agro-

export sectors, but also, and more importantly, by occupying

a key position in the processing and export channels for
these commodities (see Chapter IV). The monopoly position of

the state agencies INCAFE and INAZUCAR in the export of,

respectively, coffee and sugar, and their control of pro-
cessing and distribution, were to be the cornerstones of the

reform strategy.*

*    See Decrees No. 75, 68 and 28 proclaimed in the first half of
1980, which, respectively, nationalised the trade in coffee
and sugar, created the Ministry of External Trade and regu-
lated external transfers.
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FIGURE 6.1

SHARE OF TRADITIONAL EXPORT CROPS IN TOTAL EXPORTS
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The government determined the price paid to the producer,

taking into account the world-market price, processing costs

and foreign sales of the two products. The state also as-
sumed direct control over the foreign currency earned from

these, which during the whole decade still made up over two-

thirds of the country's total export income (see Figure

6.1). It should be noted in this connection that the above

relates only to the first phase of processing: the export

commodities of green coffee and refined sugar. The domestic

coffee-roasting and sugar-processing industries remained in

private hands, as did the processing and export of cotton.

Large private producers remained in control of the latter
crop through the COPAL producers' organisation which had a

monopoly over domestic and foreign trade, processing, supply
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of inputs, credits and even licensing issues relating to
cotton cultivation. It is not easy to explain why this orga-

nisation was not nationalised. The decision was perhaps re-

lated more to the acceptance by the bureaucrats of the
strong position of an already existing coordinating insti-

tution, than to the economic power and interests of the cot-
ton growers as such. One should remember the strongly de-

clining world-market prices for cotton. The rapid decline of
the area under cotton cultivation meant that in the 1980s

only two of the five COPAL gins remained in business, and
that production was even insufficient to meet domestic de-

mand. By the end of this decade cotton was imported from

Taiwan and the Salvadoran textile industry was pressing the

government to release its obligation to buy raw cotton from
COPAL.

During the implementation of the agrarian reform, the ma-

jor coffee and sugar cane producers were generally success-

ful  in legally divorcing the processing plants from the
land, thus keeping them outside the scope of the reform.

Over 80 per cent of the country's coffee-processing capacity

remained privately owned. A total of 48 private persons and
associations owned 60 beneficios (processing plants) which

accounted for almost 83 per cent of the total installed ca-
pacity.  The state institution INCAFE, on the other hand,

owned four beneficios accounting for 12 per cent of the to-

tal installed capacity, and agrarian reform cooperatives

owned four which had five per cent of the total capacity.
Four of the ten sugar factories functioning at the end of
the 198Os, representing most of the national processing ca-

pacity, were in private hands. The other six smaller ones
were run by INAZUCAR.

Because of the importance of the processing plants and
their owners, the government had to take their interests

very seriously, which meant that they could make use of a

number of advantageous regulations to determine their share

of the earnings. Private beneficios were favoured by the
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state agency, INCAFE, which gave them priority in the as-

signment of coffee to be processed. So the private over-ca-

pacity (unused capacity) would always be less than that of
the others. Private plants benefited also from other poli-

cies, such as stable prices fixed by INCAFE for processing,

favourable transformation ratios and the possibility of fi-

nancing all working capital with credits from INCAFE and the

nationalised banking system. The following price formula was

used by INCAFE to calculate the producer price:

Export FOB price (US$) -/- Export tax (US$)

Net of taxes price (US$) x/x Exchange rate

Net of taxes price (¢)

-/- INCAFE fees  -/- Processing charges -/- 10.5% weight loss

Producer Price (¢)

Overvalued exchange rates, arbitrarly determined fees for
INCAFE and private beneficios, and smaller real weight loss-
es than officially established prejudiced the coffee grow-

ers.

To obtain a clear idea about the resulting distribution of

export earnings among the different phases of coffee produc-

tion and trade in El Salvador, we present Table 6.4 with

information for different years and different levels of ex-

port prices in the 1980s.
The information in the column for 1986 is based on the

high international coffee prices of 1985-1986 and includes

the effects of the devaluation in January of that year. In-

ternational prices and export revenues fell again in the
next crop-year. High revenues favoured state income (mainly

export taxes) and the profits of coffee growers. Even the

inefficient ones obtained a small profit margin. Lower ex-

port revenues in 1987 meant less state income and losses for
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TABLE 6.4
DISTRIBUTION OF COFFEE EXPORT REVENUES (%)

Category 1982 1986 1987

Revenues coffee growers* 45.65 40.00 52.19

(Costs) (43.85) (16 & 34) (30 & 65)
(Profits) (1.80) (24 & 6) (22 & -13)

Revenues processors 23.44 12.39 20.43

(Costs) (7.50)
(Profits) (4.89)

Revenues exporters 5.80 5.99 3.81

(Costs) (2.0)** (2.13)**
(Profits) (3.99)*** (1.68)***

Export taxes 25.11 41.62 23.56

Total export revenues fob 100 100 100

Export price fob US$/kg. 2.935 4.348 2.279

Sources: Pelupessy, 1987: 70; CUDI, 1987: 9-10

Notes:
*   Costs and profits are estimated for, respectively, efficient and

inefficient growers (when two figures are listed)
**  INCAFE quota
*** Surplus state income
Losses: negative (-)

high-cost growers, but medium-cost and efficient ones could

still make a profit.*  The fluctuations in revenues of the

processing plants were far less than those of the growers
because of the stable processing tariffs mentioned before.
Any decline in international prices was passed on to the

grower in the final price he received. The private proces-

sors administered the coffee harvest delivered to them on

behalf of INCAFE and paid the grower the advances granted by
the government after deducing a fixed sum per unit product

for processing costs. In this way, the beneficios could run

almost entirely on working advances supplied by the govern-
ment and had hardly any interest costs. INCAFE's final set-

tlement with the grower followed much later - sometimes as

much as 18 months later. Fluctuating prices on the world

*    See section 4 on production costs of inefficient, medium-cost
and efficient coffee growers.
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market, a poor sales policy, bureaucracy and government li-

quidity problems were among the reasons for this delay

(Pelupessy, 1991).

It must be said however, that the private COPAL was also

very slow in making final payments.  In the crop years
1985/1986 and 1986/1987, an average of 70 per cent of the

coffee cooperatives complained of overdue settlement, while

80 per cent of the cotton cooperatives said they were paid
too late. The financial consequences were serious for both

private and cooperative growers because they were unable to
meet their commitments and faced heavy interest charges on

the outstanding amounts. Many cooperatives prefered to sell

their harvest to private intermediaries for a lower price

rather than to the official agencies. In years when the har-

vest was poor, private processors and middlemen tended to

pay an illegal extra premium for the crop.

Another problem was that producers considered the prices

paid to them by INCAFE and COPAL as too low. In the case of

cotton, a stabilisation fund had existed since crop year

1983-1984 to ensure that producers received a minimum price

to cover their costs. One has to bear in mind that individu-

al costs can deviate considerably from the average used by
COPAL. The same argument could be used for the uniform pric-

es paid to coffee growers. The delays by INCAFE and COPAL in

handling sales has already been mentioned. The incompetence

and inexperience in international marketing on the part of

both the government functionaries of INCAFE and the private

directors of the cooperative COPAL (all 10 directors were

cotton growers and not traders) seemed to be among the rea-

sons for these delays, which considerably raised the inter-

est costs for the growers.
The claim from the large coffee growers that they might

better market their own coffee abroad must be evaluated

carefully, as well as their belief that in the period before

the foundation of INCAFE the marketing had been carried out

efficiently. This state agency inherited huge accumulated
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financial debts from its privately managed predecessor (MI-

PLAN et al., 1986: 48). Two factors that reduced the econo-

mic surplus appropriation capacity of producers were the ex-

port taxes on coffee and the accumulated debts for both
crops. A large debt stemmed principally from working capital

credits of past crop-years combined with losses. Cost in-

creases for the growers, poor selling prices and excessive

cost margins for the state institutions and COPAL affected
their profit margins negatively. INCAFE, for example, failed

to take full advantage of the temporary rise in world-market

prices in 1986/1987. Its shortcomings, referred to earlier,
must have led to considerable extra costs due to unsold

stocks. In addition, INCAFE had been saddled from the outset

with high costs related to outstanding debts owed by its
private predecessor, the Compafifa del Caf6.

It was no exaggeration to say that much of the export-gen-

erated income went to the state (in the form of taxes, cost

margins and export profits for INCAFE and INAZUCAR and inte-

rest payments to nationalised banks), as well as to the pri-

vate processing industries and middlemen.  The decline in
export prices in the second half of the 1980s meant that

only efficient growers could make an operating profit. This

was shown by the distribution of free-on-board coffee earn-
ings over the relevant categories in the 1980s as presented

in Table 6.4.

The nationalisation of exports was one of the major tar-

gets of right-wing political opposition to the Duarte regi-

me's policy, because it affected the oligarchy's interests

directly, limiting their control of the market and reducing

profits. Powerful business organisations criticised INCAFE
in particular. They demanded its abolition and the repriva-

tisation of coffee exports. An attempt by the Christian Dem-
ocratic government to levy an extra duty on coffee earnings

as war tax was successfully resisted in the Supreme Court in

1987. Although attempts to have the Coffee Institute de-
clared unconstitutional  were unsuccessful  at first, the
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Duarte regime did have to make concessions in the form of

advantageous credit arrangements and private sector partici-

pation in INCAFE's management (see also Chapter VII).
At the end of 1988, the Asamblea Nacional voted to abolish

the state monopoly on the export of coffee. The ARENA polit-

ical party, which had had an absolute majority in the Asam-
blea since the middle of that year, voted for the move, and

all other parties were against it. After ARENA's victory in
the presidential elections of 1989, the liberalisation of

the exports of coffee and sugar and the elimination of IN-

CAFE and INAZUCAR became facts.

3. Nationalisation of banking

As we have seen in the Chapters III and IV, the ownership
of the Salvadoran banks was one of the important instruments

used by the oligarchy to control the agrarian export sector.
The control over the supply of working capital favoured ba-

sically landlords and large producers of export crops, and
later also the big processors, industrialists and traders in

general. In the 1970s there had been a tendency to concen-
trate credits in the trade sector. This had been one of the

motives for the state's establishment of the agrarian devel-

opment bank BFA in 1973, which had an important role in pro-

viding credits to small basic-grain producers but could not

succeed in breaking the dominant position of private commer-
cial banking.

According to Decree 158 of March 7, 1980 the nationalisa-

tion of the banks had three principal objectives: to in-

crease the access of small producers to credit provision,
the reorientation of credits towards productive activities

in agriculture and industry, especially the reformed part of

it, as well as the democratisation of the banking system and

decision making by dispersing the ownership of its shares.
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(Ley de Nacionalizacian, 1980; MIPLAN, 1984: 128; Valdds,
1989: 791-808).*

Nine commercial banks and seven savings institutions were

affected and the owners compensated for a registered total
**

capital of almost US$100 million. To assess the reach of
the nationalisation it is necessary to consider that besides

the banks there were public credit institutions like the
earlier-mentioned BFA, INCAFE and INAZUCAR, as well as the

Social Security Institute of the Armed Forces, the National
Pensions Institute for Public Servants and some others. Com-

plementing the nationalisation, another decree centralised

state regulation by the Junta Monetaria (Monetary Board)

over what had been the area of the Central Bank, which in-

cluded the public credit institutions, the nationalised fi-
nancial sector, insurance, the rural credit system and all

other firms and associations operating in the credit mar-
ket. (Valdds, 1989: 796). Only the informal intermedia-

***

'   The State's share had to be 51% in each bank, 20% was to be
sold to bank employees and workers and 29% to private inves-
tors.

**

Percentage share of nationalised banks in registered capital
at December 12, 1983.

Bank:                             %

de Comercio 15.2
Cuscatlan 13.7

Agrfcola Comercial 13.0
Salvadorefio 10.8
Cradito Popular 10.0
Desarrollo e Inversi6n 7.4

Capitalizador 6.1
Mercantil 4.3
Financiero 1.3

Savings Institutions (7) 18.2

TOTAL 100

Source: MIPLAN, 1984: 130

***
Members of the Junta were the Ministers of Planning, Economic
Affairs, External Trade, Agriculture and Finance, while the
president of the Central Bank acted as its secretary.
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tion, like private loans, company and suppliers' credits,
etc., although significant, fell outside this control. This

was important for small producers, who in many cases depend-
ed informally on the large ones for credits because the
banks could hardly ever be of assistance to them.

To what degree were the objectives of the nationalisation
accomplished?

A)  It is no wonder that the access of the public sector

to credit improved and the system played an important role
in the financing of the agrarian reform.

When we look at the data in Table 6.5 it appears that bank

deposits and credits stagnated or decreased in real terms

while real interest rates were negative or only slightly
positive,  which had been a commonly observed phenomenon
since the oil crisis of 1973 (see also Abrego et al., 1990:

3, table 1). The sharply declining provision of credits by
the private sector may have been an indication of decreasing

access and the existence of unsatisfied demand for credits

by this sector from the nationalised banking system. A sig-
nificant part of the gross internal investments was also
financed by  external  resources  (even excluding official

transfers).  Loans to the public sector increased or de-

creased much less than did those to the private sector.

Credit provision, which had been very conservative in the

198Os, remained concentrated. More than 75 per cent of the

bank loans were given to big enterprises, between seven and

nine per cent went to medium-sized ones and about 15 per
cent to the small and very small ones.*  These percentages

remained remarkably stable during the decade. Among the im-

portant reasons for this, one can mention the use of the

same loan criteria as before in terms of guarantees of sol-

vency, reimbursement capacity and profitability (Fuentes et
al., 1993: 4).

*    Big enterprises are those with assets evaluated at more than
US$400,000,  intermediate between US$150,000 and US$400,000
and small firms have less than US$150,000.
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TABLE 6.5
THE BANKING SYSTEM, 1979 - 1989

Credits*

Real Externally

                               interest
financed

8 year rate** Deposits* Total Private Public gross

                                                                               
                            investment***

1979 3.9% 100 100 100 100 n.a.

4 1980 -3.7% 93.1 107.9 83.5 159.1 0.00

 
1981 -1.5% 92.8 129.5 93.4 205.1 0.47

1982 2.9% 92.4 112.4 82.2 175.6 0.49

4 1983 1.7% 92.7 99.5 79.7 140.8 0.44

1984 2.1% 100.4 102.6 78.6 152.7 0.46

0 1985 -6.8% 107.6 99.6 81.1 138.2 0.47

1986 -11.3% 108.7 85.7 74.9 108.4 0.20

1987 -6.4% 88.5 74.3 64.9 94.2 0.42

1988 -2.3% 84.2 69.4 61.0 87.1 0.34

1989 3.7% 73.7 68.2 56.4 93.0 0.50

4
Source: Based on Abrego et al., 1990: 6-7 (tables 4, 5, 6 and 7)

W

         Notes:
*   Deposits and credits (total, private and public) are listed as index numbers

' ,              and elaborated in constant prices of 1978 with base year 1979 = 100
'4          **  Real interest: Active annual rate for class A loans

*** Current account balance of payments (excluding official donations)
divided by gross internal investments
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B)  Another main objective was the democratisation of de-

cision making in the banking area. First, the distribution

of ownership of the shares did not approximate the percent-

ages stipulated by the Decree of 1980. In 1989 the Central

Bank owned 59.4 per cent of the shares, the state 30.2 per

cent and the bank employees no more than 3.1 per cent, while

only 7.3 per cent had been sold to private investors (Abrego

et al., 1990: 8, table 8). With the nationalisation, private

directors and managers were replaced by bureaucrats, politi-

cal clientele and subordinates, all with less experience in

banking (Valdas, 1989: 794-7). The earlier-mentioned system

of centralised control by the Junta Monteria reduced the

autonomy of both the Central Bank and the individual banks,

while decisions were taken within a very small political
circle.'  Obviously this made it easier for the public sec-

tor to have access to financial resources (see also Table
6.5).

The absence of political autonomy, technical know-how and

democratic control made monetary policy making vulnerable

and inefficient in El Salvador (Ibisate, 1990: 338-43). Most

of the efficiency and profitability indicators of the na-

tionalised banks worsened during the decade. The amount of

credit per employee and of capital and reservations declined

by almost 60 per cent in real terms (Abrego et al., 1990:
tables 8 and 9; Ibisate, 1990: 333-7). Also, about 37 per

cent of the outstanding debts in 1989 were difficult or im-
possible to collect and amounted to 460% of their net out-

standing capital. Overdue debts had tripled in nominal value

but it should be noted that this value had multiplied five-

fold in the 1970s. Not all of these problems could be at-

tributed to the financial system. External constraints such

    Neither the Legislative Assembly nor any other public insti-
tution could participate in the nomination of members of the
Junta Monetaria (the respective ministers), the presidency of
the Central Bank or the superintendency of banking. All of
these were appointed by the President of the Republic.
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as declining world-market prices and increasing internation-

al real interest rates, and internal ones such as the de-

cline in real national income, capital flight and insecurity

because of the civil war were important negative factors in

the 1980s.

C)  The third objective of the nationalisation concerned
the productive destination of the credits. Table 6.6 gives

the share of agro-export and other crops in total used cred-

it in real terms from the (nationalised) commercial banks

and the Mortgage Bank (not nationalised).
The concentration on export crops generally remained, es-

pecially on coffee which received almost a fifth of the to-

tal agricultural loans over the period 1981-1985 for refi-

nancing outstanding debts. After 1985, the relative weight

of agriculture as a whole declined in the portfolio of com-
mercial loans from the banks. The share of basic grains and

other agricultural products for the domestic market remained

insignificant. In the other economic sectors, the share of
trade and construction remained stable, but at a lower level
than in the 197Os, and that of manufacturing showed an ris-

ing trend. But one should remember that the total amount of

credit was declining, and that the credit directed at the

private sector was falling even more (see Table 6.6).

The deeper fall in agricultural loans could be related to
factors as the decrease in real income and profitability, as
well as the high levels of rural insecurity and instability.

The complicated structure of credit lines and interest rates

for agriculture made things worse.* However, agriculture
was also financed by other institutions such as the Agricul-

tural Development Bank (BFA) and the savings banks. The BFA

was an important moneylender, providing about 90 per cent of
its resources to the agriculture and livestock sector.

'   Users had access to at least 26 different credit lines, each
with very  specific conditions  and nominal  interest  rates
fluctuating between six and 17% annually (Cruz at al., 1991:
13).
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TABLE 6.6
DISTRIBUTION OF CREDITS* FROM COMMERCIAL AND MORTGAGE BANKS

1980 - 1988 (IN %)

1980 1981 1982 1983 1984 1985 1986 1987 1988

Coffee 17.8 23.7 30.0 27.6 18.7 13.9 10.3 14.3 7.7
Cotton 7.9 8.8 10.6 5.9 4.3 2.1 2.0 1.4 1.4
Sugar cane 1.2 1.8 1.9 1.3 1.0 0.9 0.6 0.7 0.9

Export crops 26.91 34.3 42.5 34.8 24.0 16.9 12.9 16.4 10.0

9
Basic grains 1.3 1.7 1.5 0.7 0.7 0.4 0.5 0.7 0.4          

Agriculture and                                                                                                mh
livestock 30.4 38.8 46.8 38.3 27.7 20.4 17.1 20.3 13.5

 
Economy 100 100 100 100 100 100 100 100 100

Source: Cruz et al., 1991: 14, table 11

Note: *) Including refinancing of outstanding debts
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TABLE 6.7
CREDIT PER DOLLAR VALUE ADDED, 1980 - 1987

1980 1982 1984 1985 1986 1987

Coffee 0.570 0.902 1.519 1.258 0.535 0.474
Cotton 1.787 1.884 2.307 1.801 1.236 0.672
Sugar cane 0.425 0.704 0.674 0.983 0.212 0.447
Basic grains 0.253 0.091 0.078 0.077 0.071 0.083
Other 0.129 0.065 0.091 0.134 0.125 0.123

Total agricultu-
re and livestock 0.469 0.536 0.769 0.571 0.358 0.267

Other sectors 0.630 0.408 0.501 0.523 0.495 0.373

Economy 0.581 0.442 0,587 0.535 0.442 0.348

Source: Cruz et al., 1991: 19, table 1

It provided more than 70 per cent of the loans that went to

basic grains, and 50 per cent or more of those that went to

livestock and other domestic market crops. Its share of ex-

port-crop credits,  at 10-20 per cent was much lower  in
marked contrast to the export concentration of the nationa-
lised commercial-bank loans.

Table 6.7 gives an interesting perspective on the loans

received per dollar of value added for the different crops,

for agriculture as a whole, and for the other economic sec-

tors as a whole. Again, one observes the relative decline in
credits to agriculture after 1985, even when a correction is

made for the decline in production. Coffee accounted for an
important part of this decrease (reduction of refinancing

loans), but cotton and sugar cane also received less per
dollar of generated income. The other crops and the rest of
the economy maintained more or less the same shares. Cotton

received the most credit during the whole period under con-
sideration.'  This is remarkable when one considers the con-

*   There had also been important increases in refinancing loans

for this crop.
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tinous deterioration of the crop in the 1980s and it does
not indicate efficient allocation of resources.

The agrarian reform beneficiaries should have had prefer-

ential treatment in government economic policy, and in the

first years of implementation their share of agricultural

credits increased from 17 per cent to 21.7 per cent (Valdds,

1989: 800, table 5), but after 1983 it fell to about 12 per
cent. In the second half of the decade, about 15 to 25 per

cent of the cooperatives and 70 per cent of the reformed
smallholders sector received no credits (Valdds, 1989: 800,

tables 6 and 7; Cruz et al., 1991:  15, table 12). In the

non-reformed sector, about 80 per cent of the smallholders

with less than seven hectares and 70 per cent of producers

with more than 35 hectares did not receive any agricultural

credit. However, it should be borne in mind that large pri-

vate producers also had substantial access to non-agricul-
tural and informal credits. It was estimated that in 1989

only 15 per cent of the total of agricultural and livestock

producers had access to credit (Dada et al., 1995: 14). Al-

though not perfect, government credit policy did favour the

agrarian reform sector more than the non-reformed one, and

within the former the cooperatives producing export commodi-
ties received most.

In conclusion, one may say that state intervention in the

1980s was necessary to finance the new development model.

However, it failed to improve the access to credit of small

producers and private productive sectors in general, because
of tecnical shortcomings, pressure-group influence and ex-

cessive politisation In 1991 the banks were reprivatised and

mainly reverted to the former owners, which may imply a fur-
**

ther concentration of the credit market.

*   The BFA had dedicated 26-39% of its resources to the reformed
sector (Cruz et al., 1991: 25)

**

In 1992 73% of the agricultural  loans of commercial banks
were concentrated in coffee, while the share of coffee, cot-
ton and sugar cane together was 87%. (Dada et al., 1995: 14).
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4.  Production costs

Policies on costs and profits are one of the important
ways of affecting the behaviour of producers. In this and

the following three sections attention will be paid basical-

ly to coffee and cotton, as the two main export crops in the

early 1980s. There were significant differences between the

two crops in the evolution of production costs compared with

the prices paid to the growers and earnings from exports in
the 1980s (see Table 6.8).

In the case of coffee, producers maintained more or less
the same level of production costs per hectare by reducing

cultivation activities and cutting labour costs. However,
these practices lowered the yield per hectare so that prod-

uct costs per unit still rose.* INCAFE raised producer
prices to ensure profit margins for the growers, but at the

same time this reduced the margins for this institution to

cover export taxes, transformation costs and losses because

of fluctuating export prices. It also reduced the possibili-
ty of compensating for higher marketing costs of INCAFE

caused by inefficiencies. The devaluation in January 1986

increased this margin, but the fall in international prices

brought it down again the next year (see also Table 6.4).
The cotton growers could not control their costs per hect-

are in the same way as the coffee producers because of the

sharply increased prices of chemical inputs which accounted

for a large proportion of production costs (more than 40 per

cent). With yields per hectare more or less constant, this

meant rising costs per unit of product. The growers claimed
that since the beginning of the 1980s these costs had been

considerably higher than the producer prices paid by COPAL.
The costs seemed to be even higher than the export price

    Cost per unit product = Costs per unit land/yield, or:
r Q C  where C = Costs, 0 = Output, L . Cultivated area
L/L-0
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TABLE 6.8
EVOLUTION OF AVERAGE PRODUCTION COSTS AND EARNINGS

OF COFFEE AND COTTON GROWERS (¢/qq oro)

Coffee Cotton

Crop
Prod. Export  E Costs Prod. Exportyear Costs

(¢/ha.) ¢/qq price earnings   (¢/ha.) ¢/qq price earnings

1980-81 173 387    |  3 947 231 203 202

1981-82 162 310 4 460 284 162 159

1982-83 3 154 143 157 273
1

4 853 274 187 180

1983-84 2 694 124 180 295
1

245 205

1984-85 3 176 153 188 327 1
255 232 256

1985-86 2 706 162 *400 *609 i
5 493      371       244       200

m
Sources:
MIPLAN et al., 1986: Politica Nacional de Produccian Cafd, cuadro 12 y 25;                                f

COPAL, 1986: Memoria Cosecha 1985/86: 27;
MAG, 1983: Evaluaci6n del Cultivo del Algod6n, Cosecha, 1982-83: 56;
See also Table 6.11 for yields.

Notes:
*  Takes into account the effects of the 1986 devaluation.
Costs, prices and earnings for both crops are specified in
Salvadoran colones (¢) per quintal of green coffee and ginned cotton
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TABLE 6.9
EVOLUTION OF AVERAGE COST STRUCTURE OF

COFFEE AND COTTON GROWERS (%)

Coffee Cotton

Cost category 1982- 1985- 1979- 1982- 1985-
83       86       80       83       86

Inputs 13.7 20.1 33.1 35.4 40.0
Cultivation 14.5 17.0 23.2
Harvest 62.6 54.5 47.0* 43.6* 18.3
Administration 2.4 2.5 2.3     2.4     2.0
Interest 6.8 5.9 5.4 10.7 6.4
Land rent                     -        - 10.2 5.9     8.2
Transport + insurance         -        -        2.0      2.0      1.9

Total 100 100 100 100 100

Cost per hectare (¢) 3153.9 2702.5 3490 4853 5493
Yield per hectare (qq) 22.1 16.7 15.8 17.7 14.8
Cost per qq (oro) in ¢ 143 162 221 274 371

Sources:

ISIC, 1986: Politica Nacional de Produccidn Cafd, table lOA;
MAG, 1986: Evaluacidn del Cultivo del Algoddn Cosecha 1982-83, p.56;
Orellana et al., 1986: 96

Note: * Cultivation and harvest

(see Table 6.8). Lower production figures meant that an in-

creasing proportion had to be sold to the national textile

industry. In the crop year 1987-1988 there was even a short-

age and some cotton had to be imported. At the end of the

decade internal market earnings per quintal seemed to have
risen faster than external ones.

A further examination of the national average Cost

structures of coffee and cotton growers confirms many of the

earlier statements (see Table 6.9). The sharply rising cot-

ton costs per hectare were caused by continuing increases in

the costs of inputs during the 198Os, which could not be

compensated for by lowering labour costs (for both cultiva-
tion and harvesting activities). Lower yields per hectare

also meant that costs per quintal increased. The high pro-

portion of input costs could perhaps be lowered by reducing

the use of chemical pesticides, as was suggested by an ex-
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ternal evaluation.*  The abuse of pesticide application in

Salvadoran cotton cultivation, which accounted for almost 75
per cent of total input costs, was already apparent in the

1970s (see Chapter III and Goitia, 1988: 486). Interest pay-

ments and land rents also formed a significant component of

more than 15 per cent of total cotton costs per hectare.
There had been input price rises for coffee, too, mainly

for chemical fertilisers; but, by saving on labour costs,
the growers succeeded in neutralising this and even reduced

total costs per hectare by 10 per cent. The high proportion

of labour costs (more than 70 per cent of total costs) made
this possible, especially during the harvest. The declining

yield per hectare meant that costs per quintal were still

rising but at a lower rate than for the cotton growers. For

the period from 1982-1983 to 1985-1986 the percentage cost

increases were 16 per cent for one quintal of green coffee

and 35 per cent for cotton. However, the averages concealed
the cost differences per hectare between producers.

Three important factors might have influenced the costs of

coffee growers: the degree of modernisation (use of modern
technology), the scale of production (size) and the intensi-

ty of tillage. All of these aspects affect the productivity
of the estate.

It appears that the more modernised coffee-growers were,
the higher were their costs per hectare, but this seemed to

be neutralised by higher productivity which reduced the dif-

ferences in cost per unit product or in cost structure
(Saade and Rivas, 1983: 135-40).

Actualised information about the effects of scale of pro-

duction on costs is not available. An estimate by the Cen-

tral American University of El Salvador, based on informa-

tion from 1977-1978, shows considerable differences in abso-

*   According to a USAID report, cotton pest treatments in El
Salvador were three times higher than really needed. In the
1980s an annual average of about 1,000 cases of human intoxi-
cation because of pesticides use in cotton were registered.



Agrarian policy and export producers 193

lute cost figures per hectare between large and small pro-
ducers of coffee, but again the margins reduced when the
costs per unit product are calculated, and the same cost

structure can be observed for both (CUDI, 1982c: 9).
The third factor appeared to be the most significant one

in the 1980s. In many coffee estates there was a tendency,

not directly related to the size of property, to reduce in-

vestment and a number of agricultural activities. Obviously
there was a positive correlation between the intensity of

tillage and costs per hectare of land, but this also had
negative repercussions on the yield per hectare. Studies by

the Salvadoran Ministry of Agriculture distinguished between

the efficient coffee growers who carried out all the 12 to

14 agricultural activities normally required to assure main-

tenance of the plantation, and others who reduced their
*costs, omitting between five and seven of these activities.

We will call this kind of producer the medium-cost type of

coffee-grower.
The activities most often neglected were those related to

the sowing and planting of seedlings,  renovation of the

crop,  some applications of fertiliser and pesticides and

various other maintenance activities. These practices, which

saved labour and a little in inputs, meant a reduction of

10-15 per cent in total costs per hectare of crop land. How-
ever, the yield fell from an average of 25-30 quintals of

green coffee per hectare to 15-20 quintals per hectare
(fieldwork results reported in Pelupessy, 1993).

An evaluation of coffee cultivation by the private Funda-

cicin Salvadorefia para el Desarrollo CFUSADES) refers to a
third category of growers who practically abandoned all ag-

ricultural activities and restricted themselves to minimal

cleaning activities and the harvest (FUSADES,1985: annex 5).
Our own fieldwork confirmed the existence of the other two

'  The excluded activities range from pruning, sowing seedlings

and weeding, to the planting of shade-trees and minimal pesti-
cide spraying (see MAG, 1985: 90-1; Campos, 1985: 18 and 19).
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and also this third category, which probably covered more

than 40 per cent of the national coffee area in the 1980s.

Total costs per hectare of this type of producer were about

30 per cent less than those of the efficient ones, and 25
per cent lower than those of the medium-cost type. Produc-

tivity per hectare, however, declined considerably and in-

creased the costs per unit of product. For the crop year
1985-1986 the results of our fieldwork showed a total cost

figure of ¢156 (US$31.20 after the devaluation of that year)

per quintal for the efficient growers, 30 per cent higher
for the medium-cost and more than double this amount for the

neglected estates.*  With producer prices rising to at least

¢400 per quintal, it was expected that all three types of

producers would realise profits in 1986 as indicated in Ta-

ble 6.4. (As a result of the devaluation in 1986, the equi-

valent price to the producers of US$80 had become ¢400 in-
stead of ¢200). This situation changed again the next year

due to falling export prices. Macro-economic measures were

needed to neutralise the negative effects of sectoral poli-

cies on producer responses to cost increases.

5.  Productive capacity

In the 1980s the share of agriculture as a whole in the

national gross domestic product at current prices decreased,

but the share in constant prices remained more or less sta-

ble (see Table 6.10).

Looking at the production structure of this sector, one
can observe that coffee and cotton were responsible for the

decline in monetary terms, together representing 78 per cent

of the agricultural value added in 1980 and 60 per cent in

*

Our results per hectare did not differ much from those de-
rived from a Ministry of Agriculture publication and of FUSA-
DES, both in absolute terms and in cost structure. The per
unit product costs of the Ministry differed from ours because
of their higher estimation of productivities per hectare. Our
productivity estimates resembled those of FUSADES.
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Q                                                   TABLE 6.10
COMPOSITION OF AGRICULTURAL VALUE ADDED, 1980-1988 (%)

1980 1981 1982 1983 1984 1985 1988
Crops

Current prices:
Coffee 70.2 64.2 63.8 56.5 58.1 62.0 58.0

              Cotton                                
   7.5    7.0     5.2    6.7     5.6    5.9     1.9

Sugar cane 4.0 5.4 6.3 8.2 8.3 7.6 5.0

€            Basic grains 11.0 13.6 14.4 18.1 19.5 15.2 25.9

2
Other* 7.3 9.8 10.3 10.5 8.5 9.3 9.2

4
Total agriculture 100 100 100 100 100 100 100

% Agriculture/National value added** (27.8)  (24.2)  (23.3)  (21.3)  (19.9)  (18.2)  (13.7)

4
&           Constant prices:

Coffee 50.3 50.7 53.1 49.3 46.8 48.0 43.0

71

8 Cotton 11.6 8.8 8.4 9.0 6.9 5.6 2.5

0            Sugar cane 3.8 3.5 3.9 5.3 5.8 6.2 5.3

 ,

Basic grains 22.1 22.5   10.0 22.4 26.6 25.6   33.6

Other* 12.2 14.6 14.6 14.0 13.9 14.6 15.0

8,           Total agriculture 100 100 100 100 100 100 100

% Agriculture/National value added** (25.6)  (26.1)  (26.4)  (25.3)  (25.6)  (24.8)  (23.2)

1             Source: BCR, 1986a: 95, 97, 102, 103

 

, '             Notes:
*   Other crops
**  Agriculture plus cattle ranching, forestry, fishery and poultry



196 Chapter VI

1988. In real terms, coffee lost only a fraction in this

period, while cotton lost more than three-quarters of its

initial share. Sugar cane and basic grains increased their

share in real as well as monetary terms.

It is obvious that the evolution of world-market prices
had a direct impact on the current price values of coffee

and cotton, and in this way on their earning capacity. But
there were other factors as well. Since 1979 there had been

a constant decline in the cultivated area of cotton, irre-

spective of international price movements. Private, public
and international development agencies have indicated which

factors in their opinion caused the main problems in the

production of the two crops during the 1980s.*  Basically
one can distinguish two types of problems, one which direct-

ly affected profitability and the other related to the gen-
eral climate of producer confidence.

A macroeconomic problem in the first category was the
overvalued exchange rate, which was a generalised phenomenon

in all the countries of Central America (Loehr, 1987: 87).
The authorities waited till 1986 to devalue the Salvadoran

colon by 100 per cent, after parallel foreign-exchange mar-

kets had been in operation for some years. At the end of
1989 a further devaluation was expected in the coming year,
as the black-market price of the colon was already 30 per

cent above the official exchange rate. The devaluation, of

some 60 per cent, took place in 1990 (see Chapter VII).
The problems mentioned in section 4 of this chapter that

had a direct impact on production costs included the rise in

imported input prices, higher costs for combatting diseases

and pests which had spread considerably in the cultivated

areas, and war activities which had principally affected the

cotton areas. Other cost-increasing factors were the aug-

mented nominal interest rates (13 to 15 per cent) and rising

*
We refer to reports from the private foundation FUSADES to
reactivate the two crops, an evaluation of the Salvadoran
Ministry of Agriculture and some USAID reports.
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legal harvesting wages. However, in these cases, too, one

should distinguish between ideology and reality. Real inter-

est rates and real wage increases remained negative almost

during the whole period analysed (see Chapter VII).

A second category of problems affecting the confidence of

producers resulted in partial neglect and abandoning of cul-

tivated areas, and reduction of investments and cultivation

activities which  also decreased productivity.  Among the

principal negative causal factors mentioned in this case
were the civil war, agrarian reform, nationalisation of ex-

ports, the role of INCAFE and agrarian policy in general.

To evaluate the effects of both types of factors on the
two main agricultural export sectors, we present the evolu-

tion of productive capacity in Table 6.11, paying special

attention also to the development of the reformed sector of

these crops.

From Table 6.11 we can see that in six years the coffee

area declined by about 10 per cent, while the cotton area

diminished dramatically by more than 50 per cent. This re-

duction became 80 per cent for the harvested area in crop

year 1986-1987, when cotton occupied a total of only 13,800

hectares  (also due to very unfavourable climatic condi-

tions). Meanwhile, the real extent of the coffee area was

overestimated because of partial abandoning and/or reduction

of cultivation activities. By the late 1980s it was estimat-

ed that on the average 46.6 per cent of the national coffee

area had not been worked properly, and in the conflict zones
this percentage could have been around 60 or 70 per cent

(MIPLAN et al., 1986: 87). Another problem was coffee rust,

which had spread from the eastern departments of San Miguel

and Usulutan to almost the whole national coffee area. Only

40 per cent of the affected crops were treated, and to de-

crease costs, cultivators tended to reduce the treatments
(MIPLAN et al., 1986: table 8A-C). The same tendency could

be observed with other diseases and pests, in both the cof-

fee and cotton sectors.
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TABLE 6.11

EVOLUTION OF PRODUCTIVE CAPACITY, 1980-1992

Coffee (total) Cotton (total)

Reformed Reformed
Area Yield* sector Area Yield** sector

'000 ha. qq/ha. in prod. '000 ha. qq/ha. in prod.
Crop year (%) (%)

1980-81 186.1 19.7 10.5 58.2 43.7 38.2
1981-82 181.8 18.4 11.6 50.8 47.0 34.7
1982-83 181.8 22.1 13.9 48.9 45.4 37.9
1983-84 177.6 21.7 12.6 36.7 45.8 40.5
1984-85 173.7 20.7 14.1 37.5 46.6 39.8
1985-86 170.6 16.7 11.4 27.9 44.1 37.7              u
1986-87 164.3 19.1 13.1 18.0 43.4 39.8
1987-88 168.1 19.3 11.2 13.6 42.8 42.5
1988-89 172.0 11.9 12.8 13.0 44.7 37.6
1989-90 175.0 20.4 11.2 10.8 34.4 46.0
1990-91 175.0 18.9 10.0
1991-92 164.0 17.4 6.0

Sources:

Albands, 1993: 3; Goitia, 1988: 479; Montoya, 1991: 45-8; Montoya, 1992: 282-4

Notes:

*  Green coffee (oro)
**  Unginned cotton (rama)
qq  = quintals (1 quintal = 46 kg.)
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FIGURE 6.2

VOLUME OF AGRO-EXPORT PRODUCTION 1982-1989
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The average yield of coffee fluctuated during the 1980s

for these reasons, and the levels were well below the 28.6

quintals per hectare considered to be average for a "medium
efficient" producer in El Salvador. At the end of the 1980s

the coffee area recovered somewhat, but that of cotton was
reduced even more. From Figure 6.2 it is clear that the pro-

duction of cotton almost stopped and that of coffee tended
to decline.

The direct share of the reformed sector in the harvest

tended to increase in the cotton sector as a consequence of

a lower reduction in cultivated area of the cooperatives

(compare also with Table 6.13). On the other hand, it must

be mentioned that in the crop year of 1986-1987 almost 40

per cent of the existing cotton cooperatives did not sow the

crop. A similar tendency could be observed in the coffee

sector, but to a much lesser degree.
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6.  Abandoned areas

One of the responses of export crop growers to the criti-

cal situation of the 1980s was the total or partial abandon-

ing of cultivated areas. In the section on production costs,
we have already explained that reduction in cultivation ac-

tivities was used by producers to reduce costs per hectare.
Mid-1980s questionnaires used in producer surveys men-

tioned civil war, low producer prices (especially before the

1986 devaluation), high operating costs, expectation of ris-

ing minimum wages, lack of credits, agrarian reform and po-

litical uncertainty as possible principal motives for the
neglect of the coffee area and the reduction in cotton land.

There was also some reduction of the coffee area in the

1980s of less than 10 per cent at the national level. The

causes for this were mainly desertion of plantations, sale

of small plots, fires, violence and crop replacement by ba-
sic grains.

At the end of the 197Os, coffee cultivation was concentra-
ted in the western and central regions of the country (Re-

gions I and II), which accounted for almost three quarters
of the total area for this crop. The largest coffee zones

were located in the departments of Ahuachapan, Santa Ana,
Sonsonate and La Libertad.

In Table 6.12 we present the regional distribution of the

coffee land and of the neglected (not totally abandoned)
areas in both reformed and non-reformed sectors. In 1985

growers did not invest in almost 47 per cent of the national

coffee area, nor did they maintain the estates in an ade-

quate condition. Cooperatives neglected only seven per cent

of their area. The reformed coffee sector (cooperatives)

showed the highest percentage of land abandoning in the eas-

tern region (Region IV). The private non-reformed growers

neglected 52 per cent of their land, primarily in the para-

central and eastern regions, for which the percentages were,

respectively, 77 per cent and 67 per cent of the original
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TABLE 6.12
REGIONAL DISTRIBUTION OF COFFEE AREAS (hectares), 1985

Private Reformed

Region Area Abandoned
-

Area Abandoned

I Western 76 638 35629      9 211             91

II Central 42 668 18453 i 7 978 622

III Paracentral 10 489 8 125 i 513             35

IV Oriental 36 291 24 387 2 244 597

Total 166 086 86 594 5    19 946 1 345

Sources:
MIPLAN et al., 1986: Polftica Nacional, table lA: 7;
MAG: Critica a FUSADES, 1985: anexo 13

Note:
Reformed sector estimates are based on ISTA figures and

private sector estimates on ISIC data

coffee area. While the problems in the eastern region could

be attributed basically to the civil war, the decline in the
private sector in the western part must have had other ex-
planations.*  This neglect is a serious problem because in-

tensive caretaking techniques were responsible in the past
for the conservation of the productive capacity of coffee

lands which gave the traditionally high yields (MAG, 1976:

220).

Cotton cultivation was concentrated in the paracentral and

eastern Regions IV and III (see Table 6.13). Together they

accounted for 90 per cent of the national area in cotton,
and the crop was mainly located in the coastal departments

of Usulutan, San Miguel and La Paz. In the period from 1982-

1983 to 1985-1986 the reformed sector area declined by 16
per cent, and because of the drought in the next crop year
there was an additional decrease of 50 per cent. The non-

reformed sector suffered a reduction of 42 per cent until

'   Most guerilla activities were concentrated  in the eastern
part of the country.
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TABLE 6.13
REGIONAL DISTRIBUTION OF COTTON AREAS (hectares), 1985

Private Reformed

Region 1982/ 1985/ 1986/ 1982/ 1985/ 1986/
83      86      87      83      86      87

I Western 168 268 200 957 665 675
II Central 1 308 1 143 492 614 583       ?
III Paracentral 5 791 2 693 1 415 7 709 7 918 2 286
IV Oriental 24 287 9 723 8 111 7 027 4 538 3 160

Total 32 554 13 827 10 218 16 307 13 704 7 333

Sources:

MAG, 1986: Evaluacion del Cultivo del Algod6n, Cosecha 1982-83, p.56
COPAL, 1986: Memoria Ejercicio XLVI 1985/86, p.6;
COPAL, 1987: Internal Information

Note:

The sum of the 1986-87 regional figures for the reformed sector
does not match the national total due to incomplete information

1985-1986, and in the next year, 1986-1987, an additional 26
per cent.

If we look at the regional distribution until 1985-1986,
it appears that for the reformed sector cotton areas dimin-

ished mainly in the western and eastern regions (Region I
and IV) and for the private sector in the paracentral and
eastern regions (III and IV). The effects of war can be not-

ed clearly when one considers that the cultivated areas of

both crops in the reformed and private sectors exhibited

high indices of abandoning in the eastern region, where the
strongest group within the Salvadoran Liberation Front

(FMLN) was very active. However, other factors also seemed

to have been of importance if we take into account the much

higher reductions in the non-reformed private sector and the

decreases in the regions affected less by conflict.
Other directly negative effects of the armed conflict and

economic sabotage by the guerillas were more limited on the

export crops; for instance, the burning of harvests, which
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in the mid-1980s did not affect more than one per cent of

total production in the case of coffee and less than 10 per

cent of cotton.*  Attacks on processing plants were regular,

and an average of three to six coffee processing plants per
crop year, mostly the small ones, suffered damage. This rep-

resented no more than five per cent of the total installed

processing capacity. In the case of cotton, there were gue-
rilla attacks on the La Carrera plant in the Usulutan de-

partment, affecting about one-third of the national ginning
capacity.

These attacks never endangered the overall processing ca-

pacity required for both crops, due to the decline in their
production. Coffee beneficios needed less than 50 per cent
of the installed capacity, while cotton must have needed
less than 20 per cent (MIPLAN, 1986: table 10). The economic

sabotage of infrastructure by the FMLN also had indirect

negative effects on current and future production of the

export  crops.  The blowing-up  of bridges,  blockading  of

transport routes, sabotage of electricity transmission and

communication systems and others, probably had a greater im-

pact on production than the previously mentioned direct ef-

fects. Measurement and quantification of these effects were,

however, almost impossible.

7.  Producers' differentiation after reform

It is useful now to analyse what impact the reforms had on
the existence of different-sized producers in the two sec-

tors during the 1980s. In the first half of the decade there

was a 30 per cent reduction in the total number of coffee

producers, from 31,851, to 22,492 (MIPLAN et al., 1986: ta-

ble 6). A total of 8,292 small producers, each with a har-

    MIPLAN et al. (1986: table 27), COPAL (1986: 16), Inforpress
(1986, no. 708: 4).
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vest of less than 200 quintals of green coffee annually, 380

medium-sized ones who produced between 200-1000 quintals,

and 371 large ones producing more than 1,000 quintals disap-

peared.*  The reductions in the latter two groups were prob-

ably overestimated because some of these producers might
have only reduced their production levels. The delivery of

(processed) green coffee, instead of the usual area of cul-

tivated land, was used as an indicator of size of producers

because of the more precise registration of the former, the

ownership of more than one property by many coffee producers

and the discrepancies between the size of the estates and
the area of coffee. However, information about the change in

the distribution of growers classified by property size
points in the same direction.

The greatest relative reduction of more than 40 per cent

in numbers occurred in the category of the large producers

with annual production figures of more than 1,000 quintals

of green coffee (this group included 63 agrarian reform co-

operatives producing from 10 to 14 per cent of the national

harvest). The formal division of large properties into smal-

ler ones because of the establishment of legal ceilings for
the private sector (245 hectares) may have been a reason for

this. The share in total production of the large private

producers declined from 46 per cent to 38 per cent.  The
share in national production of small growers and medium
ones (200-1,000 qq/annum) increased from 17.1 and 23.5 per

cent to 20.7 and 28.8 per cent respectively. In 1971-1972

small and medium producers together (classified by cultivat-

ed land) owned 28 per cent of the coffee area and produced

24 per cent of the harvest.
For the cotton growers,  it is possible to analyse the

change from 1977-1978 to 1982-1983 in both the area culti-

vated by different-sized producers and their regional dis-

*
These measures are used in El Salvador to define different
size-categories of coffee producers.
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tribution (MAG, 1986: 318). There was almost no change in

regional concentration in spite of the decline in total cot-

ton area during this period from 99 to 49 thousand hectares.
The eastern and paracentral regions still provided 93 per

cent of the cultivated area. National concentration in terms

of property size did increase. During this period,  the
amount of land cultivated by producers with more than 70
hectares increased from 56.4 per cent to 69.4 per cent of
the total area under cotton. This increasing concentration

was also notable in all four regions, and was even more pro-

nounced among large producers with more than 210 hectares. A

process of increasing concentration among cotton growers in
the eastern region where there had been a great deal of gue-

rilla activity could be observed. Large producers were also

consolidating their dominance over the small ones through

marketing contracts,  landlease arrangements and input and

credit provisions using the producers'  association COPAL
(MAG, 1976: 318) .

The disappearance of small and medium-sized coffee and
cotton growers must also have had a more adverse effect on
the generation of rural employment and income and conse-

quently on the demand for wage goods in the domestic market.
In the case of coffee growers, large producers also dominat-

ed marketing and the provision of credits and inputs through

the informal credit market. In addition, the economic influ-

ence of large producers through the ownership of the coffee

processing plants or beneficios, or their participation in
associations of beneficios, must be considered. As we saw in

section 2 the reform policy took this into account and gave

private processors benefits and preferential treatment which

assured them of stable incomes in spite of fluctuating world

market prices.

*  Our fieldwork confirmed the widespread continuation of these
practices in the 1980s.
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The share of exporters in total coffee revenues appeared
to be more or less stable during the 198Os, at levels compa-

rable to the 1970s (see also Table 4.8 in Chapter IV). De-

clining export prices in 1987 again reduced the profit mar-

gins of the growers, especially the inefficient ones. With
nationalisation it became clear that in relative terms the

control of INCAFE had reduced the opportunities for the be-

neficiadores to increase their earning capacity, but in no
way had it eliminated their economic power and that of the

related large and in many cases also efficient growers.

8.  Conclusions: Perspectives for agrarian policy

Civil war, economic crisis, the implementation of three

structural reforms  and other policies affected producer

behaviour  in the 1980s. Agrarian policies generally had
cost-increasing and negative earning-capacity effects on the

main export crops, which were insufficiently neutralised by
the implemented macroeconomic policies. Producers responded

to these adverse conditions by introducing labour-saving
techniques, neglecting part of the estates, abandoning ar-

eas, and in extreme cases ceasing production. Cotton culti-

vation almost stopped by the end of the 1980s.

Generally speaking, decision makers at the central govern-
ment and decentralised state institution levels had some
autonomy to introduce new policies. However, in the design

and implementation of these they had to take into account
the interests of powerful pressure groups, as was shown by

the regulation of coffee processing and the intervention in

the credit market. Policy making was also directly influen-

ced by pure political objectives related to counter-insur-

gency, the formation of alliances and US external policy.
The creation of a reformed sector involving the transfor-

mation of some hundreds of extensive properties into agra-

rian cooperatives made about a third of the permanent rural

workers the collective owners of productive export-crop es-
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tates. The importance of the cooperative sector in the pro-

duction of export crops increased not because of improvement

in productive capacity, but because of the decline in the

productive capacity of private producers.

Agrarian, marketing and banking reforms also affected the
non-reformed sections of the coffee and cotton sectors. The

expropriation of productive land, which belonged to the lar-

gest and sectorally most diversified economic groups,aroused

uncertainty and unrest. The national discussion about ex-

tending the reform made the situation worse.

Improvement in external marketing techniques and knowledge

of potential new markets for coffee and cotton were urgently
needed and would have reduced much of the conflicts between

the state and private producers. The level of producer pri-

ces and the delays in payment for the harvest were among the

most controversial issues affecting relations between the
private sector and the government of El Salvador.

Productive capacity of both export crops in the private
sector declined because of reductions in cultivated area

(especially for cotton) and yields, as well as partial ne-

glect of the estates (coffee). Obviously, the ongoing social

unrest was one important reason for this, but falling earn-

ings and rising costs (mainly of imported inputs) reduced
the profitability of the crops despite the negative real

interest rates. Producers chose the traditional but, under
the circumstances, worst way to lower costs by trying to cut

labour costs. In doing so, they not only affected current
output, but also that of the future.
The provision of working capital credits, which both in

the past and the 1980s favoured large export producers,

needs to be linked to the application of future yield-con-
servation technologies.
The impact of both reform policy and guerilla activity was

to increase the concentration in cotton and coffee produc-
tion. The economic interests of large, medium and small pro-

ducers were affected, but the dominance of the first cate-
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gory remained. In the discussion on economic reactivation,

no clear distinction  is normally made between different

types of producers, while the implementation of concrete
measures maintained the traditional bias in favour of the

large ones.

Summarising the assessment of the policies, it must be
said that the decision to complement the land market reform

with interventions in output and input markets was a correct

one and could be supported by recent analytical findings
(Carter and Mesbah, 1993:1085-1100; Binswanger et al., 1993).

However, inefficiencies and the failure to address market

imperfections made the reforms unsuccessful.
Our view is that measures in favour of the coffee and cot-

ton sectors were needed at the end of the 1980s in order to
reactivate the economy, but not in the traditional way. Sup-

port for these sectors should have been conditional on its

positive effects on the growth of a domestic market through

the generation of employment and labour income, as well as
on the growth of cooperative, medium and small (efficient)

producers. In this way, the agro-export sector could have

played a different role in the development of the economy

and provided a more stable base for future growth.



VII. ECONOMIC ADJUSTMENT POLICIES IN
EL SALVADOR DURING THE 198OS

1. Introduction

In the preceding two chapters we have discussed the three

main sectoral interventions of the government in the new
strategy of the 1980s. The analysis of the results of the

reforms already indicates some contradictory effects of the

implemented macroeconomic policies.  In other cases these

measures strengthened the sectoral ones, but not in a sys-

tematic way. The following citation from a very authorita-
tive spokesman is revealing in this context:

"It is difficult to design a development plan for the gov-
ernment, and that is why one-year operating plans, which are

little more than fire-fighting operations, are developed
instead", declared Alberto Benitez Bonilla on resigning  from
the presidency of El Salvador's Central Reserve Bank (La

Prensa Grafica, May 12, 1987).
The purpose of this chapter is to analyse how macroeconom-

ic policy of the 1980s was influenced basically by two dif-

ferent economic models which were not always in accord with
the applied reforms. We shall try to explain the reasons for

this situation and discuss its consequences.

The first model, often referred   to  as the "structural   re-

form model," was introduced in 1980 by the first military-
civilian junta with the assistance of the US government, and
was tied to a general counterinsurgency strategy. Its base
of support was to be found in the ranks of the Christian

Democratic Party (PDC) of El Salvador, some of the minor
political parties, a faction in the armed forces, and the

reformist wing of the popular movement.
The other model, often referred   to   as   the " structural   ad-

justment model," was promoted by international financial

organisations such as the International Monetary Fund (IMF)
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and the World Bank, which proposed it to the Central Ameri-

can governments as a strategy to solve the region's economic
crisis as the decade of the 1970s came to a close.

Generally speaking, the structural reform model was based
primarily on the development of the domestic economy with

broad state intervention in the markets for goods and fac-

tors of production. The adjustment model, on the other hand,

sought above all to increase the supply of exportable goods

in order to reactivate the economy based on external mar-

kets. This was to be done by strengthening the private sec-
tor and restricting the role of the state. Given the partic-

ular productive structure and configuration of classes in El

Salvador, it was the oligarchy and its coalition of trade

associations and right-wing political parties, backed by a

major fraction in the armed forces and technocrats, who came

out in favour of the adjustment model. These two models af-

fected the macroeconomic policy making of the country to

varying degrees depending on the specific circumstances and
correlation of forces.

With the announcement in 1986 by the Christian Democratic

President Napoleon Duarte of several packages of economic
measures aimed at fortifying the private productive and
mainly exporting sectors, it seemed that his government was

inclined to favour a policy of adjustment at that time, in

spite of its reformist intentions of the past.

By the end of 1988, definite limits were set on the agra-

rian reform, once a key element of the structural reform
model, with the introduction of the "Law of voluntary trans-
fer of land". Any extension of this reform would not have

affected more than three per cent of the crop land in the

country. Additionally, important new incentives were given

for the expansion of the traditional export commodities and

cattle ranching, and interest rates and income taxes were

lowered and guarantees announced for foreign investment.
This was a clear indication that the model had been changed.

In the rest of this chapter we shall analyse the evolution
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of macroeconomic policy making in the 198Os, its effects and

the causes of the changes in it. The two models and the way
they were to be applied in El Salvador will be discussed in

section 2. In sections 3, 4, 5 and 6 the macroeconomic poli-

cies of different governments, the juntas, the Government of

National Unity, and the Christian Democrats I and II, will
be assessed. Some conclusions on the viability of macroeco-

nomic policies in the 1980s will be drawn in section 7.

2.  The two basic models of economic policy

The   " social market economy model", presented on September

27,  1985, by Planning Minister Fidel Chdvez Mena, formed

part of the Christian Democratic government's general plan
called El Camino hacia la Paz (The road to Peace) (MIPLAN,

1985: 75-133). Its central concern was that the functioning

of the market had to be "guaranteed and oriented" by the
state to meet the basic needs of the entire population. The

validity of the traditional "trickle-down" theory was ques-
tioned in this model, which raised the need for joint appli-

cation of both economic and social policy instruments.

Structural sectoral reforms were the basis of the model,

complemented by policies to overcome the domestic and for-

eign obstacles to redistribution of the benefits of economic

growth.

Economic policy would attempt to place special emphasis on

production for mass consumption, further diversification of

production for domestic use, as well as import substitution

and non-traditional exports by taking advantage of national
resources in order to eliminate external dependence as much

as possible (MIPLAN, 1985: 109).
The incentives required to develop the domestic market

occupied a central place in this model. In the promotion of

production, the principal beneficiaries were the different
types of private producers,  in particular the small- and

medium-sized ones and those in the cooperative and informal
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sectors. In support of these sectors the plan was committed

to a broad range of measures, such as the provision of cred-

it, training, organisation and technical assistance.

Investment policy was intended to encourage the applica-
tion of labour-intensive technology and maximise the use of

existing excess productive capacity. The state was to par-

ticipate directly in productive investment decisions, espe-
cially in the agricultural sector.
The model proposed an explicit policy of increasing pri-

vate consumption and guaranteeing consumer real income, es-

pecially for lower income groups. Two mechanisms were sug-
gested for achieving this: flexibility of nominal salaries
in the private and public sectors and, when necessary, con-

trol of inflation by means of price controls. In addition,
the government guaranteed minimum social welfare payments.

Monetary and credit policies were to provide the necessary

liquidity for private and public economic expansion without

increasing inflation or the deficit in the balance of pay-
ments. The criteria for granting credits to the private sec-

tor were the generation of employment, use of national raw

materials, contribution to fixed capital formation, produc-
tion of essential consumer goods, import substitution, and

exports that generated a large net surplus of foreign ex-

change. Public-sector activities were to be financed pref-

erably out of current government income and foreign aid.
Nevertheless, "for the foreseeable future" the system of fi-

nancing by the banking system, and in particular the Central
Bank, was to continue.

Fiscal policy was to involve reducing the deficit to man-

ageable levels by rationalising expenditures (without af-

fecting payments for basic services),  broadening the tax
base    in a redistributive manner, and "expanding the money
supply as little as possible" (MIPLAN,  1985:  115). A special
budget was to be created to finance the war through tempo-
rary tax levies, the burden of which would be distributed
more equitably than before.
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Policy towards the external sector was to be adjusted to

reach the real rate of exchange. The state coffee institute

INCAFE was to be maintained for coffee exports, and dis-
incentives to discourage non-essential imports were to be

introduced along with a new Common Central American Tariff.

External borrowing was to be reserved solely for investment

projects.

Almost on the same date that the government economic model
was made public, "The Need for a New Economic Model for El
Salvador" was published by FUSADES   ( 1985 ) ,a private insti-

tution financed by USAID. This model, based on a strategy of

outward-oriented growth, depended on the continued increase

of exports of agricultural goods and of labour-intensive
industrial goods, making use of the country's comparative

advantages. One of the basic characteristics of the model
was that the coordination of production and consumption de-

cisions was to be carried out exclusively in the market-

place, which would also guide economic policy. The role of
the public sector was basically reduced to creating the nec-

essary conditions for the development of the private sector.

No explicit mention was made of the implemented sectoral
reforms, while in some cases one may even deduce a slight

rejection of these.
To facilitate a comparison with the previous model, more

or less the same order of aspects will be followed in the

presentation of the proposed economic policies. This model

sought primarily to increase exportable goods and services

while "gradually and progressively eliminating all exchange

rate, salary, credit, and price controls" (FUSADES, 1985:
42). As far as investment policy was concerned, it proposed

improving the flow of domestic and foreign resources towards

productive activities yielding high rates of return (as in
the case of the use of excess capacity) and non-traditional

exports. However, resources were also to be chanelled to
small- and medium-sized firms,  because of the presumably

high ratio of social benefits to costs in these cases. When-
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ever external resources could be obtained, FUSADES proposed
the use of preferential interest rates to finance export

projects. The state was to reduce its participation in prof-

it-making productive ventures and instead seek investment in

infrastructural projects supporting the private sector, es-

pecially when the latter produced for the external market.
The infrastructural public investments were to be financed

from external resources whenever possible. This FUSADES ver-

sion of "structural adjustment" may not be exactly the same

as the World Bank/IMF strategies of the early 198Os, but it
shared the essential reorientation of resources towards

high-return investments, exports and privatisation.

The model did not propose policies guaranteeing levels of

consumption, salaries or a minimum income for the popula-

tion, nor did it ensure social welfare payments. Rather, it

sought to discourage current consumption in order to in-

crease national savings. It recommended that wages to work-

ers be tied to increases in productivity and that social

security programmes be maintained only in so far as permit-

ted by disposable resources. The percentage distribution of

credits between the public and private sectors had to return

to 1978 levels. Undesirable monetary pressures on the Cen-

tral Bank to finance government spending were to be avoided.

As far as fiscal policy was concerned, austerity was pro-
posed, partly because of the financial necessities of the
civil war.

In order to avoid reducing internal credit for the private

sector, it was proposed that expenditures be lowered through
the reprivatisation of activities, that current government

expenses be met out of current income, and that public in-
vestment be financed through external resources. As far as

fiscal revenues were concerned, the global tax burden on the

public was not to be increased; however, direct taxes were
to be increased relative to indirect ones in order to raise

government income without inflationary effects.
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TABLE 7.1
COMPARISON OF TWO MACROECONOMIC POLICY MODELS

STRUCTURAL REFORM MODEL STRUCTURAL ADJUSTMENT MODEL

Instrument Obiective Instrument Obiective

i Investment policy  ,

Land reform Agriculture +/ Public investment in Private sector +

Domestic market infrastructure

Training/support to Agriculture +/

small/cooperative Domestic market/

producers Import substitution

Foreign resources Public productive Foreign resources Private investments

investment

Wage policy   

Wage +/ Real income +/ 1 Wage +
. Private sector:

Social welfare/ Consumption +/ % Productivity + A Costs i 0

Price control Domestic market

Monetary policy  i

, Credit/liquidity Inflation . 0 Preferential interest Exports +

Credit private sector+)   Private sector +/
Credit public sector -)  Exports +

Fiscal policy   

Balanced budget ) Fiscal deficit -
Balanced budget ) Fiscal deficit -

Foreign Aid + ) War finance + Direct tax + ) A TaI burden = 0

Tax +           3                                    Indirect tax - ) War finance +

  Balance of payments policy  

Exchange rate = BOP deficit -
Exchange rate = BOP deficit -

real value real value

Tariffs + Import Subst. Tariffs Imports +/

Nationalisation Doiestic larket/ Exports +
export coffee/sugar Basic Services

Source: See text
Notes: + = increase; - = decrease;   = change



216 Chapter VII

With respect to the external sector, the model advocated
the establishment of a more realistic rate of exchange and

gradual tariff reduction in order to make a transition from

a capital-intensive (import substitution) industrial struc-

ture to labour-intensive export production.

Finally, the model suggested the necessity for private-

sector participation in the commercialisation of export pro-

duction "so that the producer can make those decisions that

directly affect these productive activities" (FUSADES,  1985:

50). Obviously the plan referred here to reform of the gov-

ernment's monopoly over the coffee and sugar trade.
We have presented a detailed examination of the two basic

models of Salvadoran economic development for the purpose of

providing a sufficiently detailed framework to enable evalu-

ation of the policies adopted during the 1980s. In Table 7.1
we present the main features of the models. Both shared a

common concern for financing the war. Their differences as

far as economic reactivation was concerned lay in the inward
or outward orientation and the role of the state therein.

The points of agreement between the FUSADES model and the

most important stabilisation and adjustment measures of the

IMF and World Bank are obvious, whether they be in the area
of fiscal, monetary or credit policies, balance of payments,

or internal price policies (Lichtensztejn, 1984).

3. Pre-1980 macroeconomic policy

Macroeconomic policies up to 1980 were favourable to and

encouraged the important accumulation of national and for-

eign private investments. The processes of agro-export re-

covery and diversification and industrialisation through the

Central American Common Market were stimulated by policies

under which the state generally abstained from intervention
in productive activities.

Table 7.2 presents the average rates of growth of the eco-

nomic sectors during the 1960s and 1970s. All the sectors
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TABLE 7.2
ANNUAL SECTORAL GROWTH RATES 1960s and 1970s

(at constant 1962 prices)

1960-70* 1970-80*

Gross Domestic Product 5.0 3.0

Agriculture 3.6 2.7

Mining 3.0 0.7

Manufacturing 7.4 2.7
Construction 4.2 5.2

Energy 9.9 8.1

Commerce/Finance 5.2 1.5

Transportation, etc. 6.7 3.8

Housing 3.0 3.4
Services 6.4 2.0
Public administration 4.6 5.9

Source: OIT/PREALC, 1987: 55

*  Average annual rates

showed positive values. The sharp decline in the rates for
the industrial, commercial and banking sectors demonstrates

the exhaustion of the industrialisation and agricultural mo-

dernisation process at the end of the 1970s. The competitive

character of the productive sectors of the Central American

countries, restricted size of domestic markets, and contra-

dictions among the oligarchies were among the most important

factors limiting the development of the Central American
Common Market (Borges, 1986). Exports of traditional agri-

cultural products maintained their determining role in the
economy.  The sectoral composition of the Gross Domestic

Product (GDP) in El Salvador showed only a slow rate of

change, as is demonstrated by the data in Table 7.3. The
agricultural sector represented approximately one-fourth of
the GDP, with manufacturing and construction accounting for

one-fifth each, followed by the service and trade sectors

together at a little less than one-half.

Macroeconomic policy could deal with the small and inci-

dental disequilibria in the economic balances with relative
ease in the pre-1980 period. This can be seen in Table 7.3,
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which shows that the balance of payments current account
deficit and fiscal deficit were small and inflation was less

than ten percent annually. The growth of real income per

capita slowed down but remained positive. Favourable condi-

tions on the world markets, improvements in the terms of
trade, foreign investment and subsequent limited foreign

borrowing guaranteed the existence of international monetary

reserves equivalent to three months of imports or more
(these calculations are based on data from IMF International

Financial Statistics for the corresponding years). Obvious-

ly, most of these favourable factors were externally deter-

mined and were not related to the policies of the country.
The loans from the IMF were generally granted with relative-

ly few or no conditions. With growing levels of exports and

with public spending at around ten per cent of GDP, the for-
eign exchange rate could be maintained at 2.50 colones per
dollar for a prolonged period.

This growth could not conceal the increasing concentra-
tion of wealth and the unequal distribution of income in the
economy, the rising number of landless families, the semi-

proletarianisation in the countryside, and the growing unem-

ployment and underemployment that made it impossible for in-
creasing sectors of the population to meet their basic needs

(Chapter III). Economic policy generally did not take into

account such imbalances in the economy in spite of plans and
official statements in this direction (for example, see CO-
NAPLAN, 1972).

With the first oil crisis, the start of the recession in
the external markets in 1974 and the growing political con-

vulsion, both domestic and foreign investments were reduced
and large-scale capital flight began to take place. Estima-

tes of the magnitude of this flight from El Salvador vary
between US$300 and $700 million from 1977 to 1984,
that is to say from 30 to 70 per cent of the value of the
accumulated commercial deficits for the same period (Banco
Centroamericano de Integracian Economica, 1987).
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TABLE 7.3
EVOLUTION OF PRINCIPAL MACROECONOMIC INDICATORS

1960s and 1970s

1960-69 1970-79

Gross Domestic Product
(at constant prices, % growth) 5.8 4.5

GDP per capita (% growth) 2.2 1.6

Share by economic sector (% GDP)
-Agriculture 30.6* 28.7**
-Industry (Manufacturing/construction) 20.8* 22.2**
-Services (remainder) 48.6* 49.2**

Unemployment (% EAP)
Inflation (% growth, consumer prices) 0.4 9.4
Real salaries (% growth)
Fiscal deficit (% GDP) 0.5 0.4
Fiscal Revenues (% GDP, current prices) 9.9 12.0
Commercial balance (US$ in millions) 0.4 25.9
Current accounts (US$ in millions) -16.8 -47.4
Foreign debt servicing (% of exports') 11.5**
Net international reserves (% of imports) 28.8 25.0

Sources:

MIPLAN, 1987; MIPLAN, 1988; IMF (various); IMF 1987: 322-5;

, Goods and services
*  1970
** 1979

The government tried to counter this by increasing public

investment financed through external loans; however, it did

not change its traditional policy of non-intervention in the

productive sectors and maintained more or less the same tax

base (Table 7.3). The increases in international interest

rates and petroleum prices in 1979, along with the contrac-

tion of traditional sources of credit, worsened the balance

of payments and fiscal deficits. Because of these adverse

economic factors and the widespread social unrest, the gov-
ernment was forced to consider the alternative of interven-

tion in a broad range of productive, commercial and finan-

cial activities in order to substantially influence the gen-

eration and distribution of income. It was also necessary to

introduce certain changes in view of the new political model
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of counterrevolution to neutralise the emerging guerilla

activity, which necessitated an increasing degree of control
over the economy by the state. In this structural reform

model, later  to be called "the social market economy model, "
the state was called on to fulfil a leading role in differ-

ent productive sectors, especially in agriculture. The more-

or-less finished form of this model was made public only in
1985, in spite of the speed with which the reforms had been

put into effect as early as 1980.

4.  Economic policy under the juntas: 1980-1981

The 1980 "Programme of National Emergency" announced by
Napoleon Duarte as president of the third junta after the

1979 coup, followed the structural reform's basic outline,

which advocated the creation of employment and income to
meet the basic needs of the population as a first objective

of economic policy (see Table 7.1). This policy was accompa-

nied by sharp repression directed against the trade unions

and the growing incidence of strikes in the cities. Two at-

tempts to carry out a nationwide strike in June under the

leadership of the Coordinadora Revolucionaria de Masas (Rev-

olutionary Coordinator of the Masses), and another in August

of 1980, led by the Frente Democrdtico Revolucionario, (FDR,

Democratic Revolutionary Front) were violently suppressed
and subsequently defeated (Dunkerley, 1982: 161-7). The im-

plementation of the first phase of the agrarian reform in
the countryside was carried out with the army's direct in-

tervention, through military occupation of 470 large prop-

erties totalling about 16 per cent of the country's agricul-

tural land, and the expulsion from this area of cadres and
militants of the popular movement. Through subsequent mea-

sures, the scope of the agrarian reform was expanded to cov-

er 23 per cent of the total agricultural land, which togeth-



Economic adjustment 221

er with the first phase benefitted a similar percentage of
rural families.*

Economic policy helped to stimulate internal demand by

approving limited wage increases for workers in the country-

side and the city, establishing price controls on certain

popular consumption items (such as maize, beans, rice, poul-

try and eggs), and other regulatory measures of the Insti-

tuto Regulador de Abastecimientos ( Institute for the Control

of Primary Necessities, or IRA). In this period real wages

generally improved in spite of rising inflation (see Table
7.4). On the other hand, credits and foreign resources were

channeled to key productive areas of the economy, particu-

larly in agriculture. The growth in the size and level of

activity of the military apparatus consumed a significant
share of the resources, above all those coming from external

sources, and "certain inefficiencies in the use of funds

were unavoidable during the first days of the new govern-
ment" (see IMF, 1982: 5).

**

An expansionist monetary and credit policy caused the
government deficit to rise from less than one per cent to
more than five per cent of GDP, and the government's use of

internal sources of credit rose fivefold, which forced the

Central Reserve Bank to increase its domestic supply of cre-

dit for the second consecutive year. In 1979 the Bank was

forced to expand credit to meet private-sector needs caused

by massive capital flight and a significant reduction in the

availability of external funds. Capital flight also lowered
the level of internal reserves available for the following

year, in spite of a surplus on Current Accounts (see Table
7.4). The government was unable to reduce credit to the pub-

lic and private sectors, a condition set under a stand-by

agreement with the IMF for a loan approved in the middle of

'   See Chapter V on the application of land reform within the
context of rural pacification.

**
In other words, there had been considerable corruption.
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the year to improve the balance of payments situation (IMF,

1982: 6). It was thought that the need for resources would

be met by income derived from increased coffee exports. In
this regard, the already extraordinarily high level of cof-

fee exports for 1979 had not been taken into account, and

the subsequent reduction of these exports affected revenue
from export taxes and from the coffee sector as a whole.

The 1981 austerity programme was motivated mainly by at-

tempts to improve external accounts. This was also related

to the IMF's offer to purchase 50 per cent of the quota for

El Salvador under the compensatory arrangement which was

justified by the drop in exports. The principal policy in-

struments were control on imports and other payments abroad,

wage freezes imposed under Decree 544, and additional price
controls on popular consumer items.

Monetary and fiscal policies were more restrictive than

in the previous year, with a significant reduction in the

rate of credit expansion by the Central Reserve Bank, an
increase in indirect domestic taxes, and restrictions on the

growth of public-sector expenditures. Current expenditures
(excluding the military) and investment diminished in real

terms. The continuing decline in exports had a negative im-

pact on both the country's fiscal revenue and aggregate de-
mand. Total output fell faster than government spending,

resulting in a doubling of the fiscal deficit and an in-
crease as a percentage of GDP (see Table 7.4).

The general offensive of the Farabundo Marti National

Liberation Front (FMLN), which began in January of 1981,

marked a change in the popular movement's strategy from
strikes and demonstrations to armed revolt. The generalised

repression demanded a strong increase in the number of armed

troops, armaments and corresponding expenses. The military
offensive and the massive bombing of rural areas resulted in
many civilian casualties, thus accelerating the exodus from

the countryside to the cities.



N                                                     EVOLUTION OF PRINCIPAL MACROECONOMIC INDICATORS 1980-1993

TABLE 7.4

N

1980 1981 1982 1983 1984 1985 1986 1987a 1988/93f

Gross Doiestic Product

Cat constant prices, % growth -8.7 -8.3 -5.6 0.8      2.3      2.0     0.6       2.6          3.6

GDP per capita (% growth) -10.1 -9.9 -7.0 -0.5 1.0 0.7 -0.8     1.3       0.*

Investients (1 GDP):
-Private                                               5.8      5.3 5.7 6.2 6.8 8.0 9.5 10.0          8.1

-Public                                                7.1      7.1      6.1      4.7      4.1      3.7     3.1       3.3          5.7
·61

E            Share by econonic sector (1 GDP):

  -Agriculture 25.6 26.1 26.4 25.3 25.6 24.8 24.0 23.9 23.4

             -Industry (Manufacturing/construction) 21.3 20.6 20.2 20.4 19.9 20.3 20.6 21.1 21.1

-Services (renainder) 53.1 53.3 53.4 54.3 54.5 54.9 55.] 54.9 54.9

             -Participation public sector                           10.4    11.5     12.5 12.5 13.1 13.7 14.3      14.2         13.7

u                                                                                                       h
Unemployment (1 EAPI 16.2 21.2 27.4 32.2 32.9 32.2 2].8 23.0 17.]

. 
Inflation (% growth, consuier prices) 17.4 14.8 11.7 13.1 11.7 22.3 31.9 24.9 17.1

§
Real salaries  %

growth) 15.7 -7.3 -10.5 -11.0 1.6 -15.9 -14.2 -18.3 -6.7i

Fiscal deficit  (1 GDP)                                 4.4      6.4     6.8      3.2      2.6      3.1     1.8       1.8          2.1

N          Fiscal Revenues 1% GDP, current prices) 11.1 11.5 10.6 10.6 11.6 11.6 12.8 11.1          8.7

Coamercial balan e (US$ in
millions) 178.4 -100.3 -121.8 -95.5 -188.6 -216.0 -180.0 -402.6 -715.6

Current accounts  (US$ in nillions) 30.6 -250.4 152.4 -37.0 -53.5 -28.7 139.0 -137.0 -105.9 .
Foreign debt servicing (% of exportse) 39.8 41.2 70.8 44.5 46.7 43.4     44. 42.7 36/69]

Net international reserves (1 of imports) -5.4   -11.8 -6.6 9.9 9.7 13.2 19.4 22.6 25.3

Sources:

MIPLAN, 1987; MIPLAN, 1988; IMF, 1987: 322-325; BCR, 1987: 101; FUSADES, 1987: 10, 12, 15;
INFORPRESS, August 11, 1988; FUSADES, 1986c: 11; Consejo Monetario, 1993; BCR, 1993; Zamora, 1994

a. Prelininary figures d. Includes USAID assistance   f. Averagei. 1989-92
b. Includes changes in inventories e. Goods and services g. 1988-92j. Mininui and nax. annual values

c. Includes USAID donations h. 1992-93
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Big business began to cope with the new sociopolitical

situation by reactivating its trade associations, such as
the powerful Asociacian Nacional de Empresas Privadas CAsso-

ciation of Private Enterprises, or ANEP), and the Asociaci6n

de Cafetaleros CCoffee Growers' Association, or ASCAFE). It

also  formed an extreme  right-wing political party, the

Alianza Republicana Nacionalista (National Republican Alli-

ance, or ARENA) which began to challenge the PDC for new po-

litical space, with its sights on the coming year's elec-

tions. Among the principal disagreements between the private

sector and the government were the agrarian reform, the cof-

fee export monopoly by the state-owned INCAFE, and the lack

of progress on the military front against the guerillas,

this affecting the cotton growers in the eastern part of the

country most of all (see Chapter VI). It should be noted
that the introduced reforms had not by any means eliminated

the capacity of those large coffee growers who possessed
their own processing plants,  along with other sectors of

private capital, to appropriate a high percentage of the
economic surplus (see for example Orellana et al., 1986).

Along the same lines, in the process of nationalisation of

the banking sector, the former owners had obtained high
rates of compensation (IIE, 1982: 524; Chapter VI of this
study).

5.  The Government of National Unity: 1982-1983

These years saw qualitative changes in the economy, which

tended to place the country on a wartime economic footing

while armed confrontations caused ever-increasing damage
which progressively distorted the productive structure (IIE,

1983: 439-458).

During the third quarter of 1982 and again at the begin-
ning of 1983, extensive military operations by the guerilla

organisations comprising the FMLN dealt serious economic and

political blows to the government. Equally (or perhaps more)
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destructive was the economic sabotage of the country's pro-

ductive apparatus, transportation system, storage facilities
for agricultural exports, and country's infrastructure
(bridges, electricity grid and communication systems, among

others). The direct participation of pressure groups of the
Oligarchy in the management of the economy - which had been

legitimised by an election in 1982 and subsequently consoli-

dated in the "Pact of Apaneca", resulting in the formation

of the new "Government of National Unity" - made the inten-
sification of the war effort inevitable.

The ARENA party and the Partido de Conciliaci6n Nacional

(Party of National Reconciliation, or PCN) were both domi-

nated by the oligarchy and came to control the most impor-

tant economic ministries. The programme of economic adjust-

ment or reactivation, designed in 1982 under the auspices of

the IMF, had as its central focus the reassignment of re-
sources to meet military needs, both in terms of armed cam-

paigns and in terms of solidifying the alliances that repre-

sented the government's main pillar of support. The reces-

sionary impact of this programme on the domestic economy was

obvious from the different economic policies proposed. In
the external sector the opening of the parallel foreign ex-

change market was an attempt to lower or restrict imports. A

lowering of the rate of expansion of the money supply was

also proposed along with a reduction in fiscal expenditures.
The wage freeze from the previous period was kept in place,

and there was an increasing liberalisation of prices.
It is difficult to evaluate the precise effects of this

policy because the economy also staggered under the negative

impacts of certain natural catastrophes, such as the mid-

1982 drought, the heavy rains later on, and the delay of the
1983 rainy season. Total demand and supply at constant  pric-
es reached the lowest levels of the decade in spite of a
slight positive upward trend for 1983. Unemployment soared

to high levels, 27.4 percent of the economically active pop-

ulation in 1982 and 32.2 percent in 1983 (official figures
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in FUSADES, 1986c: 6). Import restrictions were accompanied
by a decline in output in practically all productive sectors

of the economy. Growth rates were negative for three consec-

utive years (1980-82) in agriculture, industry, commerce,
and services (see Table 7.5). Agricultural production also
suffered from the above-mentioned natural disasters. Poor

management of the agrarian reform, along with lack of coop-

eration from the large landowners and the war itself (which

had an adverse effect mainly on cotton cultivation), all had

negative impacts.

Among the reasons for the relatively strong declines of
the secondary sectors were the restrictions imposed on the

imports of raw materials and intermediate goods, operation

of the parallel foreign exchange markets, capital flight,

and the wartime conditions in general. This resulted in the
closure of hundreds of factories and firms. As far as fixed

capital formation was concerned, public investment at con-

stant prices saw the biggest decline and private investment

showed a small improvement (see Table 7.4). On the other
hand, total private consumption fell to the lowest levels of

the decade.

Let us now examine the results of this macroeconomic ad-

justment policy with respect to the principal internal and
external balances of the economy (see Table 7.4). The defi-
cit on the commercial balance decreased in 1983 due to the

fall in imports. The negative balance on the current account

was reduced even more due to a sharp increase in transfer
payments in the form of donations from the US government and

remittances from Salvadoran residents in the United States.

US security assistance (from the Economic Support Fund and

direct military aid) reached very high levels of more than

US$200 million a year, levels which were without precedent

for the Central American region. These years also witnessed

a greater percentage of grants relative to loans in North
American aid.
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TABLE 7.5
ANNUAL SECTORAL GDP GROWTH RATES, 1980-1993

(at constant 1962 prices)

1980 1981 1982 1983 1984 1985 1986 1987* 1988/93**

Gross Domestic Product -8.7 -8.3 -5.6 0.8 2.3 2.0 0.6 2.6 3.6

Agriculture -6.6 -6.4 -4.7 -3.2 3.3 -1.1 -3.1 2.5 3.9

         Mining
2.6 -2.6 0.0 -2.6     2.7     0.0 2.6 12.8         5.7

Manufacturing -16.9 -10.4 -8.4 2.0 1.3 3.7 2.5 3.0 4.8
Construction -15.1 -15.3 -4.2 2.0 -5.7 4.6 2.6 14.0 3.6

  Energy 4.5 -3.1 -2.4 5.0 2.7 5.0 2.5 2.0 7.3

 '
Commerce -12.5 -14.9 -12.0 2.8 1.2 0.5 0.3 2.1         4.2
Finance -8.0 -9.3 5.8 0.2 1.0 3.0 1.5 2.4 1.8

u        Transportation, etc. 8.2 -10.9 -6.5 6.0 2.8 1.8 0.5 1.8 5.6

'         Housing                         3.0     2.9     2.6     2.0     1.6     1.5     0.3       1.6         3.0Services -8.9 -8.6 -11.5 -0.5 -0.6 0.2 0.5 1.5 3.5

        Public
administration 3.8     1.2 3.0 1.0     6.8 7.0 4.5 2.0 -0.4

14

Sources:
MIPLAN, 1987: 16; MIPLAN, 1988: annex 1, table 4; Consejo Monetario 1993: 54

Notes:

*  Preliminary figures
** Average annual rates, 1988-1993
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Capital flight continued,  but at lower levels than in

previous years, and its negative effects were compensated
for by inflows of external loans and donations from the IMF

as well as other foreign institutions and governments, among
which those from USAID stand out. Most of these funds were

designated for repairs to damaged infrastructure in the war

zone. Examples were loans from the Inter-American Develop-

ment Bank to rebuild the dynamited Puente de Oro (Golden
Bridge, that connected the eastern part with the rest of the

country), construct rural roads in Chalatenango province,
one of the guerilla strongholds, and some US$100 million to

reopen factories closed down by the war. In this manner sig-
nificant increases in net international reserves were

achieved during these two years, reaching a positive value

of US$121.3 million in 1983 for the first time in four years

(MIPLAN, 1985: annex 1, table 9). The medium- and long-term

external debt for both the public and banking sectors in-

creased considerably during this period (see Table 7.4).
Another important aspect was the fiscal deficit, which

prior to North American aid had reached a level of ten per

cent of the GDP in 1983 and was financed mainly by external

sources (MIPLAN, 1987: annex 1). On the other hand, the data
in Table 7.4 demonstrate that fiscal revenue decreased

strongly; its share of a declining GDP decreased to propor-
tions comparable to the 1960s.

Beyond reductions in the level of public investment al-

ready mentioned, government expenditure was cut by the im-

plementation of a hiring freeze in the public sector, which
was applied to the central government as well as to the de-

centralised institutions, ensuring that the number of public
employees did not exceeded 72,000 (FUSADES, 1986a: 23). This

figure does not include full-time defense and security per-

sonnel, whose numbers had climbed to 32,000 active-duty mem-

bers, compared to only 12,000 in 1979. Expenditures for se-

curity forces (police, army and others) witnessed a sharp
increase, reaching 21.4 per cent of the total national bud-
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get (see Table 7.6). However, the increase in the share of
these expenses by 50 percent over 1979 is moderate if com-

pared with the almost threefold increase in the number of
members of the armed forces and other security forces. The

difference was covered by direct US military aid, which grew

from US$6.4 million in 1980 to US$166.9 million in 1983 (Ro-

sa, 1987: 83 and 123).

It was possible to hold the rate of inflation below 15
per cent annually (see Table 7.4). Nevertheless, because of

the wage freeze and growing unemployment, there was a de-
cline in the standard of living, which began to spread for

the first time to the middle-income population, such as pub-

lic employees, professionals, self-employed workers, and so

on (IIE, 1983: 454).

Turning now to a global assessment of economic policy for

the 1980-1983 period (i.e. the period prior to the Christian

Democratic government), we can detect a tendency towards the
neutralisation of the effects of the sectoral economic re-

forms.*  The programmes introduced by successive governments

were mainly of a recessive character and were insufficiently
oriented towards an expansion of the internal market to re-

activate the economy. This was in spite of the increasing

regulatory role of the state and the support for reforms
from the Christian Democrats, some of the trade unions, a

growing faction within the military, and the US government.
Three important factors that have affected the tendency

against the structural model reforms should be mentioned.
First, the counterinsurgency offensive that took the form of

open war against the popular movement required the realloca-

tion of major resources to meet military requirements. The

repair of damage caused by the war and the big military op-

erations aimed  at  dislodging  the guerillas from their

strategic hinterland required an "economic policy designed

*    Civil war also affected these reforms in a negative way.
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TABLE 7.6
INSTITUTIONAL STRUCTURE OF GOVERNMENT EXPENSES, 1977-1992

(percentage)

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987* 1988/92**

Defence/public safety 7.5 9.2 14.4 15.2 16.7 18.6 21.4 24.2 30.7 25.7 25.9 22.3
Administration of
public debt 3.8 4.1 4.8 5.1 10.0 15.4 14.6 26.2 13.3 19.8 17.8 14.0

Subtotal 11.3 13.3 19.2 20.3 26.7 34.0 36.0 50.8 44.0 45.5 43.7
36.3           

Q

rt
Education 22.4 20.7 22.7 23.6 19.6 18.8 17.8 13.7 17.9 13.2 14.5 13.4          gPublic works 16.9 16.1 14.8 12.1 11.7 8.9 11.2 7.3 8.0 7.0 8.3 9.1
Public health 10.2 10.7 9.8 10.5   9.1 8.2 9.2    7.0    7.5 6.2

8.3     6.9           Agriculture and
livestock 8.4 8.2 7.7 8.2 8.2 8.4 8.6 6.7 6.7 9.7 5.1 4.0
Transfer payments 2.6 7.9 3.8 2.6 2.9 2.9 2.6 2.4 2.9 2.0 7.3 17.8
Others 28.2 23.1 22.0 22.7 21.8 18.8 14.6 12.1 13.0 16.4 12.8 12.5

Total 100 100 100 100 100 100 100 100 100 100 100 100

Sources:

MIPLAN, 1988: annex 1, table 18; BCR, 1993; Consejo Monetario 1993: 66

*  Preliminary  figures
** Average 1988-1992
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to restrict public demand, requisite popular income, and in-

crease militarised aggregate supply"   ( IIE,  1983).  This  is  in
itself not immediately deflationary, but it restricted the

possibilities for productive investments and had negative
distributional effects as well.

Second, the recovery of lost positions by the dominant
economic forces and their adaptation to the new conditions

was another important factor. During the 1982 and 1983,
these groups were in charge of the government's economic and

financial management. The transition from the reformist mod-

el to one of a more structural-adjustment nature was an es-

tablished fact. Nevertheless, there was a continuing need
for  a "regulatory state", at least to organise the repres-
sive apparatus and carry out the war on different fronts.

Third, the necessity of relying on the IMF and other in-
ternational financial institutions strengthened the accep-

tance of the economic adjustment policy applied during the

two years, which tried to stabilise the economy by re-
stricting domestic demand and using external resources to
inject some dynamism into the economy.

However, economic policy failed to achieve its objectives

even in terms of the traditional global indicators. During
these years there would have been no economic growth, fiscal

equilibrium or improvement in the balance of payments cur-
rent account, had it not been for the significant inflow of

external donations, both public and private. Net external

reserves increased considerably in 1983, thanks to medium-

and long-term loans to the public sector from international

institutions, and the United States and other countries. The
regressive character of economic policy eliminated the pos-

sibility of lessening popular discontent. On the other hand,
economic management was unable to contain capital flight,

indicating that the confidence of the dominant classes in
the economy had not yet been restored. The war as well as

natural factors also affected the indicators negatively. For
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these reasons there still remained a substantial social base

in favour of the structural interventionist reforms.

6.  The first two years of
Christian Democratic rule: 1984-1985

In order to expand their popular base and to undermine

the guerilla political platform, the new government intro-

duced a change in its macroeconomic policy. This period be-

gan with the abandoning of the prior economic stabilisation

programme and the introduction of a range of policies more

consistent  with the 1980  reformist guidelines.  The  new

Christian Democratic programme favoured the expansion of
domestic demand and of the reforms, the stimulation of non-
traditional agricultural and industrial exports,  and the

allocation of a greater proportion of resources to finance a

new mode of counterinsurgency warfare.

Expansionist monetary, fiscal and credit policies, grea-
ter government intervention, a more equitable distribution

of the costs of the war, and a sharp increase in the avail-

ability of US aid were all thought to be necessary to carry
out this policy. The details of the programme were made pub-
lic in the so-called Camino hacia la Paz (Road to Peace)

plan in 1985 after two preliminary and incomplete presenta-

tions in 1984 by the Ministers of Economy and Planning (see

the summaries in CUDI, 1984: 150 and 154).
This reorientation of the economic strategy was made pos-

sible by the  confluence of a number of factors. Among these
should be mentioned the removal of the oligarchy's politi-

cal representatives from the top echelons of the state appa-

ratus,  a result of successive electoral victories by the
Christian Democratic Party. Aside from their traditional
electoral advantage in the countryside and in the capital
city, the PDC victory could also be explained by the social

pact between Duarte and reformist factions within the popu-
lar movement, principally the Unidad Popular Democratica
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(Popular Democratic Unity, or UPD) formed in 1982. Support

also came from the agrarian reform cooperatives, and in the

form of international aid from the United States and its al-

lies. Tactical support was given by a growing faction within

the armed forces. This support had to do with the new mili-

tary strategy of prolonged low-intensity warfare because the

massive offensives and bombings of the previous period had

only resulted in the temporary eviction of the guerillas,
but not their eradication (see also section 7 of Chapter V).

US economic aid, as a consequence of this new strategy,

significantly increased the availability of foreign exchange
with which the Salvadoran government could permit itself the

luxury of not resorting to the IMF for new loans, thus al-

lowing leeway for a different economic policy. External re-

sources were earmarked for war reparations, fiscal deficit

reduction, credit provision to the private sector, and for
sustaining the balance of payments in general.

Let us now examine the concrete implementation of these

policies and their effects on the achievement of established

objectives. Tax policy allowed for a slight increase in the

tax burden in 1984/1985 with respect to the previous two

years (see Table 7.4). Fiscal revenue as a percentage of GDP

barely grew at one per cent in comparison with the previous

two years, but remained two per cent below the average of
the last four years of the 1970s. Indirect taxes such as the

fiscal stamp tax, which could easily be passed on to the

consumer, and import duties (due to the elimination of cer-

tain restrictions on imports of luxury articles) were basi-

cally responsible for the increase in fiscal revenue. On the

other hand, the share of income and property taxes fell.

Central government expenditures grew sharply, especially

current expenses. Gross fixed capital formation in the pub-

lic sector at constant prices was significantly reduced (Ta-

ble 7.4). Expenditures for servicing the public debt,  as
well as military outlays, grew. Defence and public security

costs rose to absorb more than one-fourth of the budget (Ta-



234 Chapter VII

ble 7.6). US economic and military aid reached $500 million

for the year, and almost 60 per cent of economic aid had to

do indirectly with the war (Hatfield et al., 1987: 33). The

armed forces and the security forces grew to 50,000 men.

Military actions, plus the introduction of civilian-military
campaigns such as the Comisian Nacional de Reparacian de
Areas CNational Commission for the Repair of Damaged Areas,
or CONARA) and "United to Reconstruct" were responsible for
this increase (section 7, Chapter V).

Debt service, defence and public security together ac-

counted for almost half of all public expenditures, to the

detriment  of expenditure on  social  services and  public

works, the share of which dropped in this period (see Table

7.6). There was also an increase in the number of jobs in
the central government and decentralised agencies, which

reached a record high of 79,000 employees. (This figure once

again excludes all military personnel, security forces and

temporary personnel). This not only had to do with a greater

level of activity and bureaucratisation of the state appara-

tus, but also with new PDC policies of alliances resulted in

a distribution of jobs in the public sector to political
clients.

With respect to the consolidation of the agrarian reform,

both the formation of cooperatives during Phase I and the

implementation of land to the tiller during Phase III stood
out as the most important government actions for agricultur-

al development and broadening its social base (see Chapter
V).

It should be emphasised that the government's new macro-

economic strategy turned out to be partially successful. One

of the achievements during this period was the reduction of
the total fiscal deficit (also by external aid) at the end

of 1985 to almost three per cent of the GDP (Table 7.4). In
evaluating the high percentage (12.5) of the total deficit
in 1984, it is necessary to take into account the consider-

able initial deficit which was inherited from the Government
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of National Unity during the previous biennium and the ex-

traordinary amortisation of the internal public debt of ap-

proximately US$200 million (among other reasons for this was
that it was used to partially cancel the agrarian reform

debt to former owners of the estates). Both amounts combined
accounted for almost two-thirds of the total 1984 deficit.

Approximately 44 per cent of the fiscal deficit for the

first two years of the Christian Democratic government was
covered by external financing from USAID (MIPLAN, 1987: An-

nex 1).

In the same years, the nationalised banking system sharp-

ly expanded its credits to the private sector by 10.1 per
cent in 1984 and by 26.2 per cent the following year which,

when compared to an average rate of 5.5 per cent for the

1979 to 1983 period, appears to be very signifcant. Interest

rates were also reduced in 1984 (Sanchez, 1986: 542). Cred-

its to the public sector, and above all to the central gov-
ernment grew at the same rate (FUSADES, 1986b: 13).

The intention of stimulating industrial activities, both

for the internal market in general and for the export of
non-traditional products, made necessary a more precise re-

vision of the destination of the credits in comparison with
the previous period. One can detect this new direction from

some of the incomplete information available (BCR, 1986a and

1986b). Of the total credits granted by commercial and mort-

gage banks, the share of industry and construction showed a

stable increase in percentage terms. The reform of lines of

credit to industry and the fund for industrial reactivation

in 1983 favoured this sector (see also section 3 of Chapter
VI).

Price-control policy was limited and not very effective.
On the one hand, the purchase of basic grains at fixed pric-
es by the government regulatory institute, Instituto Regula-
dor de Abastimientos  ( or   IRA), was carried out without major
problems, especially in the new reformed sector. On the oth-

er hand, the price stabilisation law, the creation of the
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Consumer Defence Commission and the attempts to fix profit

margins for spare parts failed, above all because of the

opposition of the private trade sector. Another destabili-

sing factor for prices was the progressive operation of the

parallel foreign exchange market. At the end of 1985 only

imports of raw materials for medicines, fertilizers, oils,

petroleum and capital goods remained tied to the official

exchange rate (Sanchez, 1986: 546).

Following a moderate rate of inflation of 11.5 per cent

in 1984, the consumer price index showed an increase of 22.3
per cent the following year, with especially sharp increases

in clothing and related products and in housing. The expla-

nation of the Central Reserve Bank that this phenomenon was

caused by an increase in the money supply which resulted in

increased demand for luxury consumer goods does not appear
the most likely explanation,  especially if we review the

highly restrictive wage and salary policies during the peri-

od (BCR, 1986b: 31). On the other hand, if we examine total

private consumption at constant prices,  we observe only
slight increases of four per cent in 1984 and three per cent

in 1985, supposedly the year of greatest monetary expansion.

The first wage and salary measures taken by this govern-
ment were the repeal of Decree 544, which had frozen sala-

ries, and the granting of an increase to public sector em-

ployees in mid-1984. But these measures were insufficient to

avoid reduction in the level of real wages (see Table 7.4).

The loss of purchasing power due to rising inflation, the

lack of employment opportunities and the lack of participa-

tion in economic decision making forced the rupture of the

social pact between the government and its trade union sup-

porters.

A significant section of the organised workers rapidly
used the political and trade-union space opened by the new

strategy of  low-intensity counterinsurgency and strongly
protested. Among the main actions we can mention were the

series of strikes in February 1984, including those in the
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Social Security Institute, the IRA, and the public water

company, as well as some work stoppages in the private sec-

tor. In March of the same year, there were strikes at the

Ministries of Public Works and Agriculture, and the Agrarian

Reform Institute, among others. The longest strike, which

lasted for 43 days, was organised by the Postal Workers' Un-

ion, which had traditionally backed the Christian Democrats.
This movement finally resulted in a general monthly salary

increase of 130 colones (US$ 42) for the public sector in

July 1984. In 1985 there were 65 labour strikes in which 46

trade unions were involved (Sdnchez, 1986: 547); by compari-

son, in the turbulent year of 1979 there were 103 officially

registered labour conflicts.

The balance of payments is the last macroeconomic indica-

tor of the first years of the Duarte government that we
shall deal with here.  Exports remained stagnant both in
quantity and in price. The slight improvement in coffee in-

come in comparison with the previous two years was practi-

cally neutralised by the drop in cotton and non-traditional

exports to the Central American Common Market, despite ad-

vantages offered by the parallel market exchange rates.

Imports at constant prices increased only marginally in

comparison with the previous biennium, but increases in dol-

lar prices caused a sharp increase in the commercial balance

deficit (Table 7.4). On the other hand, imports of interme-

diate and capital goods, above all those destined for indus-
try and construction, stagnated at the same low levels as in

prior years, thus limiting productive growth.

Fixed capital formation at constant prices was restricted

in  the public sector, but showed percentage  increments
greater than 10 per cent for the first time in the decade in
the private sector, thanks to the channelling of foreign re-

sources by USAID for investment purposes. Nonetheless, abso-

lute levels of these investments failed by a wide margin to

reach even the values for 1979 at constant prices. The flow

of both public and private donations from Salvadoran refu-
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gees in the United States grew once again to unprecedented

levels, but the balance on current accounts retained its low

negative value in both years, as Table 7.4 demonstrates. The

receipt of new official long- and medium-term loans and the

reduction in capital flight, while bringing slight improve-
ments in the levels of international reserves for both

years, were still lower than during the previous two years.
The year 1985 ended with a level of reserves sufficient

to finance nine weeks of imports and payment for services,

compared with only six weeks at the end of 1983. The major

proportion of the deficit in goods and services was covered

by donations and net loans from USAID. In 1982 and 1983,
this amounted to a total of 65 per cent, and it increased to

82 per cent in the first two years of the Duarte government

(MIPLAN, 1987: annex 2). The most important item of USAID

donations was aid to the private sector. From 1984 to 1985

US$295 million was received for this purpose, that is to
say, 74 per cent of the total USAID donations of US$396.6

million (the figure for the previous two year period was
US$220 million, or 81 per cent of the US$270.5 million in
total donations).

Concluding our discussion of economic policy during the

first two years of the Christian Democratic government,
which was primarily directed towards the development of the
domestic market, it can be ascertained that at the end of
1985 the decrease in GDP in real terms came to a halt with-

out having recovered to the level of 1981. Rates of growth

for 1984/1985 in Table 7.5 are positive for almost all sec-

tors except construction in 1984 and agriculture in 1985.

But the growth was insufficient, especially in the produc-

tive sectors, to offset the decline of the first four years
of the 1980s.

As far as the principal macroeconomic balances were con-

cerned, a certain stabilisation, if not an improvement could

be observed in the international reserves, fiscal deficit
and rate of inflation. However, economic policy as a whole
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was not consistent, in terms of both measures implemented,
as well as the perceived effects. It had not been possible

to change the pattern of growth in favour of non-traditional

exports and the domestic market. The reduction of exports to

the Central American Common Market accelerated, and its
share in total exports dropped to half that of 1980. The
expansive economic policies designed to benefit the private

sector were taken advantage of primarily by the great agro-

export, commercial and construction capitalists. The urban

upper-middle class was able to strengthen its position by
taking advantage of windfall war profits, corruption and the

crisis in general. No section of large-producers' capital

was willing or able to support the new development model of
the Christian Democrats. Instead, there was a growing unity

of action among the different sections of the private sector
to oppose the government strategy. This reduced the role of

the government in the process of development and restricted

the posibilities of reaching a more equitable redistribution

of the costs of the war and a radical change in capital ac-
cumulation.

On the other hand, the attempts to construct an extended

popular base of support for the new model also failed in

relation to the needs of low-intensity warfare and the cor-

responding civilian-military actions. The armed forces were
the sphere where the government appeared to have achieved

some success in displacing, at least temporarily, those for-
ces that advocated all-out war, thanks to the management of

North American aid and the priority given in the budget to

defence and police spending. These outlays limited the re-
sources needed for infrastructure and social investments to

support the new counterinsurgency strategy.

Given all these problems, it was obvious at the end of

1985 that an adjustment in economic policy was required in

order to confront greater disequilibria that were expected

in 1986, for which existing policies seemed to be inade-
quate. There were also inconsistencies in the policy orien-
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tations of the US government, the principal source of exter-
nal aid. In several USAID and General Accounting Office re-

ports on the channeling of aid, pressures were exerted to

make the Duarte government's policies more compatible with

IMF proposals (Comptroller General of the United States,

1985). In spite of the joint declaration of the Presidents

Ronald Reagan and Napoleon Duarte in favour of the process

of Salvadoran structural reforms, pressure remained for a

change to a more recessive policy and a less active role of
the state in the direction and execution of economic activi-

ty.

7. The policy of adjustment: 1986-1989

At the beginning of 1986, after Duarte's first 19 months

in office, the government announced a "Programme for Sta-
bilisation and Reactivation  of the Economy", commonly  re-
ferred to as the first paquetazo. The president called it

the ordering of economic factors "to establish the basis for
a  new socio-economic model". The principal objectives  were
reduction of the fiscal deficit and its financing by the

Central Reserve Bank up to a maximum of 100 million colones

for 1986 (US$20 million), reduction in monetary expansion

without affecting the flow of credit to the private sector,
improvement in the balance of payments, reactivation of pro-

duction and protection of basic incomes.
The real character of this new policy can be seen clearly

in the methods applied. The setting of the exchange rate at

a "realistic level" of five colones to the dollar, or a de-
valuation of 100 per cent, was the first important step in

the trade policy. This favoured the agro-industrial produc-

ers, INCAFE, and all those who administered external re-

sources such as aid, loans and foreign investments. Another

purpose of the measure was to reduce imports. The imports of

some luxury goods were prohibited temporarily and non-essen-

tial imports from outside Central America were taxed selec-
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tively to serve the same purpose. As we shall see later, the

devaluation did not succeed in limiting the imports.
In the fiscal area, new taxes were introduced. The tempo-

rary windfall profits tax on coffee exports, for example,
increased the existing tax to 15 per cent whenever the in-

ternational price exceeded US$135 per 46 kilograms  (100
pounds). The coffee tax was later reduced to 10 per cent
because of pressure from coffee growers. A selective con-
sumption tax and the unification of the tax base of state-

owned decentralised institutions with that of private enter-

prises were introduced along with an improved system for the
retention of income taxes collected from non-salaried con-
tributors. Stamp taxes were raised on official documents,

the minimum becoming 0.40 colones (US$0.08).  However,  in

order to alleviate the shortage of public transportation
caused by the war, it was necessary to exempt buses from im-
port duties.

On the expenditure side, it was decided to grant a wage

increase of 150 colones monthly (US$30) to public employees
and to maintain the majority of the subsidies on basic ne-

cessities and comestibles (these subsidies, however, could

not offset the inflationary effect by the devaluation). An
expansion of total credit by 20 per cent was proposed in

1986, to be adjusted slightly in favour of industry at the
expense of commerce. Active and passive interest rates were

raised on both time deposits and savings accounts, while the

remaining passive interest rates remained unchanged.'
On the income side, as a consequence of the salary in-

crease for the public sector,  legal minimum wages were
raised for all sectors, with the increases varying from 15
per cent for the urban sector in San Salvador to 74 per cent

for rural female workers. The government proposed a general

*    The active interest rate is the rate paid by the borrower for

a loan from the bank. The passive interest rate is the rate
paid by the bank on deposits or investments.
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salary increase of 10 to 15 per cent to the private sector,

which was achieved in the urban sector for only a third of
the salaried workers.

Rents and the charges for basic services such as light,

and water were temporarily frozen. Other basic necessities

were granted limited price increases; among these were mar-

garine (five per cent), vegetable oil (three per cent), ur-

ban public transport (20 per cent)  and fuel.  Several of
these measures had an immediate inflationary effect: the

devaluation, stamp tax, increases in some interest rates,

and so on. During the first few days following the announce-

ment of the economic package, prices jumped by an average of

20 per cent.
The inadequacy of the salary increases caused a new wave

of protests which sought the repeal of those measures that
were unfavourable to workers and their families. In immedi-

ate response, the Unidad Nacional de Trabajadores Salvado-
refios CNational Union of Salvadoran Workers, or UNTS) was

formed, in which various traditional anti-government unions
joined together along with moderate groups close to the gov-

ernment such as the UPD and those allied with the Confedera-

ci6n Latinoamericano de Trabajadores C Latin American Confed-

eration of Workers, or CLAT), and the employees' association

of the Treasury Ministry. The establishment by the govern-
ment of the Unian Nacional de Obreros y Campesinos CNational

Union of Workers and Peasants, or UNOC) was able to neutra-

lise the advance of the UNTS to a certain degree, but it was
unable to contain the sharp upsurge in union activity in

both the public and private sectors. Later, the majority of
the labour unions not opposed ideologically to the Christian

Democrats withdrew from the UNTS without having lessened
their activities to improve working conditions and living

standards.

The business associations (ANEP, the Chambers of Com-

merce, the Association of Industrialists, etc.), united in
the Unidad Productiva Salvadorefia CSalvadoran Producers Un-
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ion), also showed their displeasure with the measures which

they felt were too restrictive, interventionist, burdensome,

and lacking incentives for producers.

Fiscal policy also proved to be of dubious efficiency
(ECA, 1987: 238). The proposed additional fiscal revenues
were for the most part of a transitory nature, as for exam-

ple in the case of the extraordinary tax on coffee exports
that depended on the world market price. Increases in expen-

ditures, however, were of a permanent nature as in the case

of salary increases for public employees, servicing of the

foreign debt, and so forth.

In order to avoid depending exclusively on foreign aid,
the way was paved for a second package of economic measures.

These consisted of increases in some indirect taxes on items

such as beer, liquor, soft drinks and cigarettes, and direct

taxes on personal wealth,  real estate transfer, business

income, donations and inheritance taxes. Most important was
the introduction of a new tax on property worth in excess of

100,000 colones (US$20,000).
The government estimated that it would collect an addi-

tional US$70 million with this second economic package, of
which approximately a third would come from the national

sovereignty tax (ECA, 1987: 238-40). All of the capitalist

fractions represented in the business associations were un-
animous in their opposition to this new package (ECA, 1986:

1076). This became the major political bone of contention

between the government and the right-wing opposition during

the first months of 1987. At the political level, a boycott

of the Legislative Assembly was organised by the members of
all the non-Christian Democratic parties and lasted for sev-

eral months. On January 22, 1987, a nationwide work stoppage

was organised by business groups, and all economic activity

ground to a halt. Finally, 25 lawsuits questioning the con-
stitutionality of the national sovereignty tax were brought

before the Supreme Court. After losing its case before the
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court, the government was forced to annul the tax and to

reduce other taxes in the second economic package.
Big business associations had not only demonstrated their

power, but also their unity, which they had used effectively
to defend their interests. The declaration of the unconsti-
tutionality of the war tax, however, provoked an angry reac-
tion from the armed forces. Defence Minister General Vides

Casanova, among others, declared that "the fewer resources

contributed by the most powerful sectors, the more difficult
will be the pacification of the country...those who have
more   are also those who stand   to   lose   the   most" ( quoted   in

INFORPRESS, 1987: 14).

Despite the need to raise new revenues, the government
had to provide incentives to the private sector. These in-

cluded financing the reactivation of that sector in the
eastern zone of the country (from a USAID donation of US$45
million), opening new lines of credit for the coffee harvest

by the BCR, lowering active interest rates on export activi-

ties, providing special credits to cotton growers, and, at
the end of 1987, promoting new lines of credit by the BCR to

rehabilitate small industry in order to strengthen non-tra-

ditional exports. The government also took steps to foster
the influence of the private sector within INCAFE by propos-

ing a legal reform that would give this sector a greater
voice on its governing board and permit INCAFE to delegate
its commercialisation functions to private persons as well
as legal entities (corporations, associations, etc.), there-

by initiating a process of reprivatisation of the coffee
trade.

If we analyse the results in terms of the different

macroeconomic balances for 1986, the outcome was less than
favourable. Exchange earnings grew thanks to the temporary
improvement in international coffee prices, but their posi-
tive impact was once again negated by declines in other ar-
eas such as cotton and exports to the Central American Com-
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mon Market. Imports also grew, leaving a huge deficit in the

commercial balance on goods and services.

Nevertheless, the balance on current accounts was posi-

tive for the first time since 1980 (see Table 7.4). This was

due to sharp increases in assistance from USAID and remit-

tance payments from Salvadoran refugees abroad, which by
this time had reached US$300-400 million per year (MIPLAN,

1987: annex 1). In spite of the limited net total entered on
the capital account, it was possible to increase the level

of international reserves to cover 12 weeks of imports of

goods and services.

The total central government deficit remained at almost
the same level as the previous year, and was the equivalent

of 2.3 per cent of the GDP after accounting for USAID dona-

tions. The external debt grew to US$2.2 billion by the end

of 1986, with debt service equal to 11.3 per cent of the
GDP, that is almost half of exports. GDP at constant prices
grew at no more than one per cent, mainly because of the de-

cline in the agricultural sector, which neutralised the lim-

ited growth in industry and construction, lowering GDP per

capita to 1984 levels. The October 1986 earthquake destroyed

almost a third of all buildings in the capital city, causing

a 10 per cent rise in the nationwide housing shortage, with

material damage estimated at US$1 billion. The result was a

notably greater dynamism in 1987 in construction and related

industries, in fixed public and private capital formation,

and in imports.
The consumer price index jumped more than 30 per cent and

the open unemployment rate dropped only slightly relative to

the high level of previous years. Salaried workers lost an

average of more than 10 per cent of their purchasing power

in 1986, which once again provoked a sharp jump in labour

unrest and a general rejection of the applied economic poli-

CY•

The ARENA party was able to profit from the growing popu-

lar unrest, incorporating important sectors of the urban up-



246 Chapter VII

per-middle class into its ranks and improving its public
image under the leadership and later presidency of Alfredo

Cristiani, a well-known business man of moderate political

leanings. In the election of March 20, 1988, ARENA won an

absolute majority in the Legislative Assembly and two-thirds

of the mayoralties of the country, including the capital
city, the traditional stronghold of the PDC. This victory

practically broke the PDC and left the government in a weak

position. ARENA followers later also drove out PDC sup-
porters from the military high command because a defeat of
the guerillas failed to materialise.

In 1987-1988 there were some timid economic improvements

due in large measure to high coffee prices on the world mar-

ket in 1986 and the greater dynamism of the economy as a
result of reconstruction activities after the earthquake and
the continuing flow of large official and private donations

from abroad. Real growth in GDP surpassed two per cent in

1987, falling to one per cent the following year, and infla-

tion dropped to 20 per cent; budget deficits dropped to man-

ageable levels and the balance on current accounts remained

positive in spite of sharp increases in the deficit on the

commercial balance. The money supply was brought under con-

trol and the exchange rate of five colones to the dollar
remained unchanged in spite of both internal and external
pressures to devalue again. The black market exchange rate

did not exceed 10 per cent of the official exchange rate.

External indebtedness was also slightly reduced. These two

years saw a trend towards the formation of new companies and

increases in capitalisation of others, which could reflect a

limited economic recovery in the private sector.

On the other hand, total exports continued to fall and
the production of traditional goods, which had not been com-

pensated for limited increases of non-traditional exports,

also continued their decline. The acreage under cotton cul-

tivation fell to one-tenth of the level of the 197Os, while

half of the coffee lands were semi-abandoned (see Chapter
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VI).  The advantages arising from the US-backed Caribbean
Basin Initiative were limited. The majority of products on

the exempted list had already been exempted or had suffered
non-tariff restrictions on entering the United States (L6-

pez, 1986: 194).
Although unemployment remained at about one-fourth of the

economically active population (EAP), the number of underem-

ployed and displaced persons living in the cities and refu-

gees abroad surpassed 55 per cent of the EAP (Montes, 1988:
314). Economic policy was unable to reduce the high percent-

age of workers employed in the informal economy which grew
even in those productive sectors such as industry and con-

struction. Real wages fell for the fourth consecutive year
in 1988. Approximately one-fourth of all Salvadoran families

depended on the average for 60 per cent of their income on
relatives in the United States or economic assistance insti-

tutions (Montes, 1988: 312 and 316). Neither the government

nor the armed forces managed to pacify the country, and dam-
age to the electricity grid, infrastructure and agriculture

caused by the FMLN's economic sabotage was considerable.

8. Conclusions

We have examined the macroeconomic policies of the 1980s
in terms of the governments' economic response to the pres-

sures of various domestic and external social forces. It is
clear that the government's response could not be one-sided

because the actions of the different social forces were de-

pendent on the results of its economic policy. During the

period under review, economic policy was very heterogenous,

with many changes, contradictions and reverses, and at times

unforeseen consequences.

As a frame of reference for analysing these policies and
their execution, we have taken two typical models of econom-

ic policy making, both tied to different social classes and

both with different orientations with regard to developing
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the internal or external market and the degree of government

intervention in the process. Basing our analysis on these

criteria, we have been able to distinguish three different

phases of application of economic policy since the end of
the 1970s.

In the first we saw the gradual replacement of a refor-

mist policy aimed at injecting dynamism into the domestic

market with a policy concentrating on the external one; this

phase culminated with the oligarchy's gaining of economic
control. This change of policy was related to the intensifi-

cation of the civil war, accompanied by a growing US inter-

vention and increasing resistance against the reforms by the

old dominant class with its economic might.

With the displacement of the extreme right-wing parties

from positions of economic and military decision making by

the Christian Democrats and their allies, a change in the

counterinsurgency strategy occurred, with a sharp increase
in US participation in managing the economy. The new stra-

tegy had to maintain a low profile and be more political in
character.  Insufficient growth and distribution from the

right-wing economic policies created political support for
the reforms. This second phase of economic policy placed a

greater emphasis on a reformist model that was accompanied
by government intervention in productive activities.

During neither of the two above-mentioned phases was eco-

nomic stability, much less economic reactivation, achieved.
The government's recessive policy, which was dominated by
the oligarchy during the first phase, failed to improve the

principal macroeconomic disequilibria. The deterioration in
the standard of living and working conditions of the great

majority of the population were aggravated by open, wide-

spread repression. Under these circumstances, it was impos-

sible to reduce the role of the state. The government was

unable to regain the confidence of the private sector or of

foreign capital. In the second phase, during the first two

years of the Christian Democratic regime, some improvements
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emerged in a slowing of the decline in GDP growth and de-

terioration of some of the macroeconomic indicators. On the

other hand, the government was unable to stem the loss in

purchasing power and the fall in the standard of living. The

strategy of  low-intensity warfare against the guerillas
changed the generalised repression into a selective one.

Beginning in 1986,  a new direction in economic policy
could be detected as a third phase, aimed once again at in-

creasing the supply of export goods in the first place and
restricting the role of the state in the economic decision

making process. This policy was continued by the ARENA re-

gime after 1988, albeit in a more consistent way (see final
column in Table 7.4). The end of the civil war in 1992 fa-

voured the recovery tendency of this period. However, the

steep fall in international coffee prices slowed this pro-

cess (Pelupessy, 1993).
The flow of resources from the United States played a

fundamental role in all the three phases, as well as in the

change towards a war economy. Seventy per cent of direct US
military aid to Central America in the 1980s was destined

for El Salvador. USAID donations covered almost half of the

fiscal deficits and 90 per cent of the accumulated deficits
on current accounts. This means that international or for-

eign policies played a very important role in the outcomes
of domestic ones.

Nevertheless, it should be pointed out that specific in-

ternal economic policies are more compatible with certain

war strategies than with others. Thus, the structural refor-

mist policy was better suited to a strategy of low-intensity
warfare. With the stabilisation and structural adjustment

policies one could predict with some degree of certainty
that an intensification of the war effort was inevitable.

From the analysis of the three phases of economic policy

making during the 198Os, it is clear that the structural
adjustment model prevailed over time and concrete measures
were taken in spite of several attempts to implement a
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reformist model and the strong ideological preference of the
Christian Democratic government in favour of this model. Ta-
ble 7.7 gives a general overview of all the implemented pol-
icy packages and their main results.

There were four principal reasons for the dominance of
the adjustment model:

* The inability of the government to gain the support of a
significant segment or faction of private capital. This
situation was worsened by the tacit unification of inter-
ests of the traditional sectors of the oligarchy, small
and medium-sized businesses, and the emerging urban up-
per-middle class. This alliance grew in importance with
the accelerated pace of urbanisation caused by the up-
rooting of the rural population by the war and economic
crisis, and by the appropriation of wartime profits and
the continued flow of funds from the United States.

  The inconsistency in US attitudes regarding economic de-
cision making and the subsequent change in USAID policy
toward the acceptance of proposals from the international
financial organisations. For this reason many contradic-
tions appeared between macroeconomic policy measures and
the structural reforms introduced in 1980.

,  The needs and costs of the war. The change to a war-based

economy required the shift of resources from productive
to counterinsurgency and war reparation activities, which
was to the detriment of the needs of the majority of the
population.

i The inability of the government to consolidate a popular
base of support for the reformist model.

The support of diverse interest groups is fundamental in
guaranteeing the viability of any economic strategy. Some
investigations reveal that the effects of IMF programmes on
low-income classes has generally been regressive throughout
Latin America, and thus has generally endangered their im-
plementation (see e.g Pastor, 1987). The results of our
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M                                                                                                                                TABLE  7.7
N MACROECONOMIC POLICY PACKAGES IN THE 1980S

Government Juntas National Unity Christian Democrats I Christian Democrats II

Period 1980-1981 1982-1983 1984-1985 1986-1989

Programme Emergency & austerity Adjustment & reactivation Road to peace Paquetazos

Investment policy Agrarian reform + Agrarian reform
-

Agrarian reform ++ Agrarian reform -
(Credit/Foreign aid) Public investients - Public investments -

Foreign aid to priv.sector Foreign aid to priv.sector

4·1 Wage policy Wages +/0 Wages 0 Wages 0 Wages +

c                                           Price control Price liberalisation Price control Price liberalisation

8            Monetary policy BCR credit+ Credit priv. sector, Credit publ.sector + Credit 0

                                            Money supply + Money supply
-

Credit priv.sector +

            Fiscal
policy Tariffs + Direct tax +

Indirect tax + Indirect taI + Indirect tax ++

0                                                                    Current expenditure -
Current expenditure

-
Current expenditure ++

                                            Inv. expenditure
0 Inv. expenditure -

Inv. expenditure ++ Inv.  exp.   0

r                                           Military + Military „ Military +1 Military +
0

40         Balance of payments Export nationalization + Export nationalization + Exports nationalization -

Import control Parallel exchange Devaluation ++

Transfers + (public/private) Transfers „ (publ./priv.1

Results/main indicators

Per capita growth a)
-

10% -
4% + 1% + 0.5%

Unemployment bl 0.18 0.30 0.32 0.22

Real wage growth a) + 4%
-

11% -
7% - 13%

Fiscal deficit c)                            5                              5                              3                              1

International reserves d)
- 0.09 + 0.02 + 0.12 + 0.22

Notes: a) Average annual real growth rate; b) Unemployment/EAP; c) Fiscal Deficit/GDP in %; d) Net international reserves/imports

+ = increase;  - = decrease; 0 = constant; a = change
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study confirm this conclusion, in the sense that for the

reformist strategy they underscore the necessity of guaran-

teeing a minimum development of the domestic market as a
basis for this type of macro programme of economic reactiva-

tion. However, it is equally necessary to ensure the viabil-

ity of the model for the productive sectors, the excessive
economic concentration of which in the case of El Salvador

enabled a more structural-adjustment-oriented macroeconomic
model to prevail despite its unpopular nature. International

policies with geo-political and counterinsurgency interests,
and international financial institutions' strategies,

strengthened this tendency.



VIII. THE LIMITS OF REFORM
IN AN AGRO-EXPORT ECONOMY

1.  Introduction

The previous chapters examined the agrarian development

and economic policies of the 1960-1990 period in El Salva-

dor,  a Central American country that underwent important

processes of change during those years. Detailed conclusions

can be found in the final section of each chapter,  so it

will not be necessary to repeat them in the present one.

Our outcomes also qualify some commonly accepted theses
presented by (various) experts on El Salvador and Central

American development (see Chapter I). First, there is the

widely used exclusionary agro-export model to be changed
only by the ongoing division of the dominant class. We have

shown that El Salvador underwent a double bi-modal develop-

ment, distinguishing not only food from export agriculture,

but within the latter also estate and small producers. Ac-

tive state intervention stimulated the growth of this struc-

ture, which fortified the oligarchy's position. The nature

of this control over the agro-export sector prevented eco-

nomic differentiation of the oligarchy despite the invest-

ments in industry and other sectors.
The introduction of the interventionist reforms model was

thought to be externally imposed and lacking any domestic
social base. In this study, state autonomy is shown to have

been enhanced by the demands of popular interest groups,
growing state size and militarisation. The model broke down

precisely because it lost domestic social support.

Stabilisation and adjustment policies were considered ap-

propriate and were implemented from the mid-1980s with some
success. This was due to, among other reasons, considerable

private and public external transfers. However, it is ques-
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tionable if the results will be sustainable given the gener-

al structure of imperfect markets and institutional failure.

An important issue for future policy making in this coun-

try will be the reach and limits of reforms. Do these make
sense in an economy that depends on the export of agrarian

primary commodities with problems of low supply and demand

elasticities, underdeveloped domestic markets and failure to

implement countercyclical and redistributional policies?

The experience of the past may hold some lessons that
could be of interest when answering this question.

The argument boils down to the treatment of the following

four aspects:

  The role of the agrarian transformation process in econom-

ic development and policy. Normally it is supposed that

policy instruments are determined exogenously to achieve
the objectives: agrarian policies should have effects on

agrarian transformation. If, on the other hand, the trans-

formation process affects policy, then instruments cannot

always be fixed independently.

  The relationship between the agrarian structure and its

changes, and state autonomy. Does the state have suffi-

cient autonomy to implement development policies against
the interests and the will of dominant social classes?

A What can economic policy achieve and what can it not? This

asks for a systematic treatment of possible restrictions

on policy design and application. "Getting the policies

right" may not be as simple as it sounds.

  The limits to reform can be discussed using the results of

the preceding three issues. The outcome may be of interest

in determining the sustainability of present and future

economic adjustment strategies.
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In the next four sections of the present chapter we shall

discuss each of the above questions and assess eventual ge-
neralisations in the light of recent theoretical and empiri-

cal literature.

2.  Agrarian transformation and economic policy

The recovery and development of the agro-export sector,

first coffee and later also cotton and sugar cane, was the

principal transformation in the production structure in the

years from the worldwide crisis of the 1930s till the end of
the 1970s. Demographic pressure and modern technologies in-

creased land productivity, especially but not only in the

export crops. The average agricultural and livestock man-

land ratio more than doubled in the postwar period, increas-
ing labour intensity considerably. Total depletion of the

agrarian frontier was to be reached in the 1990s. The gov-

ernment stimulated growth in the use of high-yield seeds,

chemical fertilizers and pesticides. This slowed down in the

197Os, except for pesticides, the use of which kept growing.

Yields of coffee, cotton and sugar cane became the highest
in the world. Generally, economic policies before the 1980s

supported the concentration of production and productivity

in large estates, which resulted in massive rises in land-
lessness  and semi-proletarianisation. The  proportion  of

landless families and those with less than one hectare of

land rose from half to three-quarters of the rural popula-

tion in the period 1960-1975.

Most export crops were concentrated on the larger farms,

which used the much higher monetary yield than that of basic

grains to convert the property into modern capitalist (jun-
ker) estates.* In this modernisation period, traditional

tenure relations of sharecropping disappeared and were sub-

'    Feudal landlords who transformed themselves into large capi-
talist farmers (Dorner, 1992: 22).
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stituted by leasehold and rent relations. Nevertheless, cap-
italist rural transformation was not completed because of

the nature of the small number of export commodities, the

limited extension of wage labour relations and the still

considerable participation of family-labour-based smallhol-

ders in the cultivation of export crops. Further technologi-
cal transformation with higher value added content was real-

ised in either separate agro-industrial factories,  or in
transformation industries in developed countries after the

export of the agricultural commodities. The stagnation in
the growth of wage employment increased the relative over-

supply of labour, which had a generally depressing effect on
the rural real wage level.

Income and wealth inequality increased as a result of
these processes, both in the rural area as a whole and with-

in the export-crop sector. The heterogenous bi-modal devel-

opment existed not only at the general level of agriculture,

but also within the export subsector. Important consequences

of this development were the existence of close relations in
the product and credit markets between large producers and

small ones in and outside the export sector. Also, labour-

saving practices of producers neutralised cost increases and
extra-economic state coercion was used to control labour

markets.

As far as economic policies are concerned, it was evident

that before the 1960s they were almost always subordinated

to the interests of the landlords first and later the oli-

garchy in control of the agro-export sector, agro-industry,

banking and trade. The agrarian transformation clearly had

affected policy making. State policies were mainly directed

at the provision of public goods and the control of factor
markets to  stimulate export-crop production and thereby

strengthen the outward orientation of the economy. A pro-

gressive militarisation gave state actions a coercive char-
acter in the attempts to control the struggle for higher

shares in national income by various interest groups. After
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the agro-export diversification in the 1950s and the start

of industrialisation in the 196Os,  important changes oc-

curred in the dimension and character of state policies,
which will be discussed in the next section.

The exclusionary character of the agro-export structure

was determined also by the highly unequal distribution of
the economic surplus and the inability of an increasing part

of the population to meet their basic needs. As has been
argued by Reynolds (1991), the decrease in the share of lab-
our (wage-earners, small tenants and smallholders), set the

stage for political conflict. The proliferation of interest
groups, especially the popular ones, became one of the symp-

toms of this. At the end of the 1970s there was a clear im-

balance between growth and distribution which rapidly wors-

ened because of international economic shocks caused by the

oil crisis and its consequences on the Western economies,
the increase in international real interest rates and unsta-

ble world-market prices for primary agricultural commodi-
ties.

Economic policies affected the development of the agrarian

structure to the benefit of large-scale export activities,

and in most cases this occurred through direct regulation or

the operation of imperfect markets which already showed
great differences in the market power of participants. Tech-

nological change, state policies and relations between small

and large export-crop producers gave the latter advantages

of scale.*  The structure also had important effects on the

design and use of the instruments, as was demonstrated by
the case of the official compulsory membership of the pri-

vate cotton producers' association COPAL and its control by

large growers. One may conclude that it was possible for
policy to affect the agrarian structure, but the latter also

restricted the design and efficiency of policy.

     See however, Johnson and Ruttan (1994: 691-706), with the in-
ternal-external efficiency distinction.
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3.  State autonomy and pressure groups

The historically most influential pressure group in the

design of economic policies consisted of the oligarchy and
its trade associations such as the Association of Private

Enterprise ANEP, the Association of Coffee Processors

ABCAFE, etc. The control of this class over agro-export pro-

cessing, export trade and banking, and thus also over culti-

vation had been farreaching since the 1930s. The processing

factories for coffee, cotton and sugar belonged to the big-

gest and most profitable businesses of Salvadoran industry.

The lower wage levels in agro-industry relative to the rest

of manufacturing could explain much of its profitability.
The oligarchy,  together with foreign capital interests,

also played a fundamental role in regional import-substitut-

ing industrialisation. However, the export crops remained of

fundamental significance to economic growth and the capacity

to import. The Salvadoran economy maintained its basically
agrarian nature. The oligarchy succeeded in maintaining its

predominance for more than a century through its control
over export-crop activities, which constituted the base for

diversification into other productive sectors such as manu-

facturing. This was a clear-cut case of an agro-export-based

growth without significant distributional effects.

Independent policy making by the state to redistribute
income seemed to be hardly possible. What, then, could have

explained the introduction of a new economic model with ex-

plicit developmental objectives and autonomy from oligarchic

economic interests?*  For an explanation we have to consider
the decades before the radical change in 1980. Four factors

explaining the emerging autonomy of the state may be men-

tioned. As we stated in Chapter I, one of the factors may
have been the growing size and influence of the state. In

*    According to De Janvry et.al., (1993: 570), a developmental
state has long-run objectives of growth and basic-needs pro-
vision (see Chapter I). See also Leftwich (1995: 401).
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the 1960s and 1970s the number of state employees increased

steadily, and new ministries and various decentralised state

institutions were introduced in several areas including ag-
riculture. Industrialisation and urban development brought

about social security, syndicalism, political parties and
the concomitant need for bureaucracy.

A second factor was the impact of the armed forces, which

in practice controlled the Salvadoran governments from the

1930s. High-ranking military officers became presidents of
the republic, and from the 1960s onwards officers combined

presidencies Of decentralised government agencies  with

responsibilities in the security forces.
A third and  perhaps most important aspect was the

emergence of the middle and lower classes which constituted
interest groups that could make use of the space created by

new legislation to influence state decisions. It should be
remembered that state autonomy has been defined in Chapter I

as independent from the dominant social class.
Fourthly, international geo-political pressure for demo-

cratisation which made the government aware of the need to

pay more attention to distributional aspects of economic
growth. As growth slowed down and social unrest rose to re-

cord heights, a coup by young officers overthrew a traditio-

nal pro-oligarchy government in 1979, apparently with the
blessing of the US government. It was the time to start cri-

sis management of the economy. Agrarian reform and national-

isation of exports and banking were introduced within a
short time, and they formed the main pillars of a develop-
ment plan.  The strategy was basically inward-looking and

interventionist because of the generally imperfect nature of

product and factor markets in the country, the need to ac-

cord a high priority to distributional aspects and the ne-

cessity to increase state control in order to combat emerg-

ing insurgency.
Another important change was that policies were now desig-

ned to affect the economic interests of the oligarchy di-
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rectly whereas previously they could not be touched. This
model went contrary to the international inclination of lib-

eralisation and non-interventionist reforms as proposed by
international financial institutions. US financial aid

strengthened the autonomy of the Salvadoran government vis-
A-vis these institutions. The model won the Christian Demo-
crats the elections in 1984 in spite of opposition from the

economically dominant class and the leftist guerillas. A
combination of reforms and repression was applied to guaran-
tee the viability of the new model. The use of violence to

impose state policies was not new, but the scale, intensity
and 12-year duration of the civil war were, and involved an
enormous drain on resources away from productive uses.

Nevertheless, there were economic and political reasons
that still restricted the autonomy of the state. The govern-

ment had to consider the social structure, where the oligar-

chy had succeeded in recovering its political unity and was

exercising its influence in the growing and processing phas-

es of export crops,  informal credit market,  industry and

other sectors, as well as in macroeconomic policy making.*
Real wage decreases, the regressive tax structure and the

failure of price controls were some examples of economic

factors that caused a decline of real income for a majority

of the population, and with this the rise of new political
opposition. Export-crop productivity in reformed and non-

reformed sectors also declined or stagnated. Productive ca-

pacity in general deteriorated in agriculture and industry.
The civil war destroyed much infrastructure. The monopolis-

tic or oligopolistic nature of commodity and factor markets

hardly changed and concentration of production increased in
many cases.

*

An interesting assessment of state intervention in agricul-
tural marketing in Africa identifies the influence of inter-
est groups, economic costs and the complexity of institutions
(see next section) as the main obstacles to success (Duncan
and Jones, 1993: 1495-1514).
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State intervention was not very efficient and raised costs

and the reforms excluded many potential beneficiaries. Rural

class formation became more heterogeneous and redistribution

was not progressive and sometimes even regressive. Among the
political reasons that reduced state autonomy we can mention

the continuing domination of large producers over medium-

sized and small ones, the emergence of a new conservative

popular political party and the political isolation of the

politico-military organisations because of the war. Increas-

ing foreign pressure to implement a more economic-adjustment
and non-interventionist model also advocated a change. Impo-

pular measures were to be taken by the government. Under
these circumstances it was logical that the reformist gov-

ernment could not continue to apply its model and even lost
the elections at the end of the 1980s.

The literature on state behaviour considers two basic the-

oretical explanatory approaches: society- and state-centred.
The El Salvador case seems to fit into the first one, speci-

fically the public choice model. In this, policies are de-

duced from the aggregate goals of self-serving individuals

who formed interest groups (Killick, 1989: 14-5). One of
these models seems to explain Salvadoran policies. Some au-

thors see social pressure as usually negative or economical-

ly irrational, as political benefits may represent economic

costs (Bates, 1991: 244, 331-58). However, as state autonomy

appeared, policy makers took the initiative to introduce
changes without considering the interests of social groups

(Findlay, 1991: 25). The state had to decide also in the
case Of trade-offs between the interests of different

groups.
This means that the second basic approach gained relevance

as the state had reform objectives of its own (De Janvry et

al, 1993 and Leftwich, 1995). However, the demand for these

may also dominate in society (Evans, 1992: 163-6, on the
developmental state in the Asian NICs). The policy elite
model of Grindle and Thomas (1991) tries to integrate both
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basic models, stating that decision makers within the state

have an important impact on the design, content and imple-
mentation of reforms, but that they have to consider the

contextual factors in society. However, in El Salvador poli-

cies started in society as one of the main origins of state
autonomy was precisely the emergence of popular interest

groups. In this sense, we may probably speak of a develop-
mental public choice model.

4.  Possibilities and impossibilities of economic policies

In the implementation of the reformist model of the 198Os,
one could observe inefficiencies as well as inconsistencies

between sectoral and macro-economic policies. Macro-instru-
ments such as devaluation and trade liberalisation have of-

ten been more decisive in determining agricultural producers
behaviour (Duncan and Jones, 1993: 1496; Rausser and

Johnson, 1993: 666).

However, there were even contradictions within the agrar-

ian sector and between this and other reforms. The preferen-

tial treatment given to the economically much stronger agra-
rian cooperatives compared to the smallholders section was

evident. Banking and trade reforms were not sufficiently
advantageous to the beneficiaries of the land reform, wheth-
er those were cooperative export-crop growers or small indi-

vidual basic-grain growers. Inefficiently operating coffee
and sugar state institutes increased the costs of trade and

lowered the producer price and thus the income of both agra-

rian reform beneficiaries and private producers. As in the
pre-reform era, growers countered these cost increases by
reducting the intensity as well as price of labour. Agrarian
credits*  from the nationalised commercial banks did not

reach smallholders and the credit system was too conserva-

*    The credit market had a high degree of concentration.
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tive and selective to be of use for the expansion of the

productive structure.

On the other hand, on the macro side, overvalued exchange

rates put export-crop producers at a disadvantage and negat-
ed the positive results of subsidised real interest rates.

Regressive tax and wage policies as well as an absence of
effective price controls on basic goods wiped out any even-

tual positive distributional effect of the reforms. In the
second half of Christian Democratic rule, contradictions be-

tween sector and macro-policies even widened.

Why was it not possible to design a coherent package of
reforms and complementary policies? And why did the results

differ so much from expectations?

In the first place one must consider that both economic

and political variables may affect the design, application
and results of economic policies (that may serve economic as

well as political aims). Historically developed class struc-

ture, power relations, alliances, organisations and militar-
isation are among the important political factors. These

have intervened in reformist policy making and application

and have affected the results. Here it should be noted that

some economic policy instruments may be more prone to being

affected by political factors than others (Rausser and John-

son, 1993: 662). For instance, the higher degree of organ-

isation of agrarian reform cooperatives and their alliance

with the Christian Democrats give them some advantages over
their smallholder colleagues. Existing power relations main-

tained the capacity to negotiate of the oligarchy and large

business, which often neutralised potentially redistributive

effects of policies such as credit subsidies in the formal

markets and regulation of producer prices.

It is not very useful to separate the economic from polit-

ical sustainability of a strategy. Some authors have argued
that there was no economic crisis at the end of the 1970s in

Central America, citing the limited nature of the macro-eco-

nomic gaps as proof (among others, Irvin, 1987). At the most,
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they see political problems treatening economic stability.

Our study has shown that even small external shocks may af-

fect economic stability when social and political structures

have restricted the development of the domestic market as
they did in El Salvador.*

Secondly, in the analysis of policies and the obstacles to
achieving targets, it is often useful to classify the inter-

vening economic and political variables into constraints or

social norms and institutions (Lecaillon et al., 1990: annex

to ch.I). The first cannot be affected by policy in the
foreseeable future and are of either domestic or external
origin. As domestic constraints in this study, we can men-

tion the total quantity of land, agro-ecological conditions,

population and general customs and tradition, the army and

military rules, etc. External (economic and socio-political)

variables that can affect policies but are totally beyond
their control are export and import prices, international

real interest rates, economic policies of industrialised
countries, and so on.

The second category can be controlled partially by poli-

cies and may be distinguished in institutions which can have

either a stable or unstable character, depending on the ease

with which they can be changed by economic policy. In the El
Salvador of the 198Os, among the "stable" institutions we
can name the socio-economic structure, US aid policy, habits

and customs of large and small agrarian producers, informal

factor markets, and external private transfers from Salvado-

rans abroad. Unstable institutions could be affected with

relative ease, and these included labour relations, land use

and distribution, the formal credit system, civil war etc.

Finally, there are the economic policies or instruments

used by the policy maker to reach certain targets. In El
Salvador some of these were the structural reforms where

As shown in Table 7.1, the growth rates of almost every eco-

nomic sector declined considerably in the 1970s.
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changes in institutions or "rules of the game" were intro-

duced:  land reform and nationalisation of the export-crop

trade and of banking.  These changes were introduced to

achieve targets in both growth and distribution. It will be

clear that the reforms did not achieve the targets complete-

ly because of incomplete implementation (for example, land

reform reached only about one-third of the potential benefi-

ciaries), negative effects of institutions (for example,

civil war as a political variable) or because of the nega-

tive influence of constraints (an internal one was the in-

sufficient quantity of land for redistribution). This indi-

cated the presence of unexpected negative feedback effects.

There were also inconsistencies in relation to other poli-

cies. The nominal wage freeze in the 1980s lowered rural

real wage levels, which stimulated the employment of cheap

wage labour in the cooperatives, replacing the labour force

of their members. This kind of policy impeded any trickle-

down effect in spite of possible agricultural growth (see

also Schweigert, 1993: 81-91 for the situation in rural Gua-

temala where imperfect labour markets restricted real wage

rises for decades in booming commercial agriculture).

In practice, it is sometimes difficult to draw clear dis-

tinctions between constraints, institutions and even policy

instruments. The time dimension and indirect or second round

effects may change the status of a variable. Normally in-

struments can be more readily changed than institutions, and

the latter more so than constraints or social norms (De Jan-

vry et al., 1993: 567). Also, rather straightforward imple-

mentation of policies might miss the target because of the

effects of constraints and institutions. For instance, both

the decline of the international coffee price and the habit

of cost-reducing labour-saving practices of many coffee gro-

wers negated the positive effects on profits of the 1986

devaluation for most of the producers.

In figure 8.1 we present the main policies of the struc-

tural-reform model in El Salvador and their growth and dis-
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tributional targets, together with the constraints and in-
stitutions that intervened in the design and implementation.
In most cases the government did not succeed in achieving
the distributional targets of the model. This affected the
viability of the strategy and of the government itself. The
adoption of economic policy should systematically take into
account institutional and political factors (James, 1991).
When the reforms were introduced in 1980 this was done in-
sufficiently. The strategy did not consider the key position
of the oligarchy in both the formal and informal structures
of production and trade. As we saw in Chapters IV-VI, poli-
tics played an important role in the decisions but in a rat-

her improvised and ad hoc way.

5.  The limits of reform

The preceding discussion leads to the broader problem of
the viability of a specific economic development model for
small economies dependent on the export of agrarian primary
commodities. Was the structural reform strategy of the 1980s
already doomed to fail from the start? These questions do
not only have historical importance, but are also relevant
to the future of the country.

In the mid-1990s Salvadoran Finance Minister and former
high-ranking official of the World Bank, Manuel Enrique
Hinds, did not see such a model as feasible. On the con-
trary, he suggested an integration into the North American
economy to overcome the then still-existing dysfunctional
structural constraints. The exchange rate to the dollar
should be fixed and the economy then integrated into the
dollar area. Import duties should be eliminated and the
country converted into a free trade-zone for foreign (mainly
US) investment. Fiscal and financial systems should be re-
formed, state intervention reduced and competition stimulat-
ed by law. The integration of the Salvadoran economy into
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FIGURE 8.1
ECONOMIC POLICIES OF THE STRUCTURAL REFORM MODEL
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the chain of production and trade of strong US multination-

als was seen as the only viable road to development with
sufficient trickle-down effects for the population (Hinds,

1994; see also comments by Flores, 1995: 14-20 and Segovia,

1995: 21-4).

The Hinds model seemed to be a consistent extension of the

trend shown by the 1986 change in Christian Democratic eco-

nomic strategy and the adjustment policies of the ARENA gov-
ernment after 1989.

The macro-economic results of this policy for 1989-1993

(see Chapter VII) seemed to indicate that some stabilisation

had been achieved. Agricultural recovery seemed to be better
than that of industry. The balance of payments deficit was

modest due to the flow of private international transfers by

Salvadorans in the United States and other foreign coun-

tries. However,  the bi-modal development did not change,

while distributive and domestic market developments were

meager. It is not clear that the Hinds proposal will do much
better. Internationalisation of the Salvadoran economy does

not automatically mean that its dysfunctional constraints
*will disappear. Relatively small external shocks, such as

declining private transfers due to restrictive migration

policy in the United States, may destabilise the economy
again. A reconsideration of the structural-reform model may

do more justice to these aspects, as well as to the need for

specific sectoral strategies, provided due attention is paid

to institutions and political variables.
The agrarian transformation process should have a central

place in policy making. Among the conditions for successful

agrarian reform in El Salvador one could mention stable
"rules of the game" to reduce economic and political uncer-

tainty, improvement of land use and technology in the re-

     De Janvry et al.  (1993: 567-8) summarise three theoretical
arguments for the persistence of dysfunctional institutions
and constraints (path dependence, incomplete information and
prisoner's dilemma).



The limits of reform 269

formed cooperative and smallholder sectors, but most of all,

elimination of institutional constraints to (public) invest-

ments in both private and reformed agriculture (see also the

"Rocky Road to Reform" of Taylor,  1993: 588).  The peace

agreements of 1992 included a deepening of the agrarian re-
form since these demanded redistribution of land to demobil-

ised members of the army and guerilla forces. This will re-

inforce the mixed junker-redistributive and peasant-road

path of transformation (see Chapter V). This means that pol-
icies are needed to introduce an efficient land market to

which small producers have access. Credit, labour and other

input markets should also be reorganised to eliminate imper-

fections  (see also Binswanger et al., 1993; Carter and

Mesbah, 1993). As we have seen, in the El Salvador case in-
formal markets must be taken into account in order to inter-

vene efficiently.

Employment- and income-generating measures are important

in both the export-crop and basic-grain subsectors of agri-
culture. Also,  producer price, tax and credit  policies

should guarantee sufficient profit levels to private grow-
ers. These policies may have effects on the rural social
structure, which in turn could have positive political ef-

fects on the emerging democratic state institutions. General

equilibrium effects of this kind may be necessary to main-
tain the state autonomy needed to manage the new development

model.

It should be remembered that the peace agreement eliminat-

ed or reduced the weight of some dysfunctional institutions

such as the military structures of the state and US military

and military-related aid. On the other hand, private inter-

national transfers, development aid and intervention by the

international financial institutions were enhanced. Foreign

investments with a more stable character, however, Still

stagnated. For this reason, macroeconomic measures should

complement agrarian policies with growth and distribution
objectives, and should continue stabilisation as well. Both
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political stability and stable economic policies are essen-

tial elements for positive development.*

*    On the importance of stability of economic and political
rules for development performance, see Rock, 1993: 1787-1801.
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ANNEX

AREA IN EXPORT AND FOOD CROPS, 1951-1992
(1,000 hectares)

Year Coffee Cotton Sugar Maize Beans Rice Sorghum

1951 110.0 30.0 23.0 153.0 35.0 16.0 69.0
52 122.0 28.0 24.0 201.0 37.0 16.0 83.0
53 120.0 21.0 28.0 186.0 34.0 14.0 93.0
54 120.0 30.0 28.0 177.0 35.0 12.0 97.0
55 121.0 46.0 25.0 173.0 34.0 10.0 95.0
56 120.0 38.0 27.0 167.0 37.0 16.0 97.0
57 120.0 40.0 27.0 156.0 25.0 16.0 83.0
58 125.0 54.0 27.0 179.0 17.0 13.0 89.0
59 124.0 43.0 31.0 178.0 22.0 9.0 84.0

1960 125.0 58.2 18.3 205.3 22.6 10.9 87.1
61 126.3 77.2 17.7 190.0 24.2 8.9 98.9
62 128.0 88.4 17.3 198.7 37.0 10.9 92.9
63 130.0 114.1 18.5 172.1 31.2 9.1 96.1
64 132.0 111.0 25.5 165.1 24.1 14.8 87.0
65 134.0 82.1 27.9 193.1 23.5 31.2 111.0
66 136.0 61.7 28.6 207.6 26.4 19.7 107.5
67 138.0 47.5 28.4 191.9 28.4 28.0 103.8
68 118.0 52.7 14.7 199.7 31.7 27.3 113.8
69 110.9 55.9 14.9 205.6 32.9 10.7 113.8

1970 124.0 64.1 19.6 209.8 36.1 11.9 124.0
71 140.0 72.6 22.7 204.6 39.8 14.6 125.8
72 141.0 85.3 23.6 200.8 39.8 11.0 130.5
73 143.0 95.1 30.3 200.8 45.1 9.5 119.0
74 145.0 88.1 33.2 211.5 51.4 11.1 127.4
75 147.0 74.0 33.6 246.2 55.9 16.9 132.4
76 147.0 79.3 34.7 234.2 52.9 13.8 125.0
77 148.0 99.5 34.4 244.9 52.6 12.5 132.2
78 185.6 102.3 33.4 264.3 51.8 13.9 136.8
79 185.6 90.9 27.3 276.0 55.1 14.8 143.5

1980 185.6 58.2 26.6 291.9 52.5 16.8 119.5
81 185.6 50.8 27.4 276.5 49.7 13.9 115.5
82 181.8 48.9 31.5 238.7 55.6 11.2 119.0
83 181.8 36.7 37.0 241.1 56.2 12.5 110.4
84 177.6 37.3 39.4 243.4 57.8 15.3 116.2
85 173.7 27.2 40.4 253.5 58.3 17.3 114.4
86 170.7 18.0 42.0 257.7 61.0 12.0 120.1
87 164.3 13.0 42.0 279.0 62.5 11.7 125.1
88 168.1 '13.0 45.0 279.7 70.0 15.4 127.3
89 172.0 9.0 39.0 276.0 64.0 16.0 120.0

1990 175.0 10.0 42.0 282.0 63.0 14.0 129.0
91 175.0 6.0 45.0 306.0 77.0 16.0 123.0
92 164.0 4.0 49.0 321.0 80.0 17.0 149.0

Sources:

FAO data base AGROSTAT, provided by J. Weeks



LANDBOUWONTWIKKELING EN
ECONOMISCHE AANPASSING IN EL SALVADOR,

1960-1990

SAMENVATTING:

El Salvador is een klein Middenamerikaans ontwikkelings-
land met een grote economische afhankelijkheid van de export

van agrarische primaire produkten. Meer dan de helft van de

beroepsbevolking is nog werkzaam in de landbouw en veeteelt.

Als in veel andere kleine ontwikkelingslanden hebben in de

laatste decennia ingrijpende economische, sociale en poli-
tieke veranderingen plaatsgevonden. In El Salvador is hier

een 12 jaren durende burgeroorlog bijgekomen. Het gevoerde
economische beleid heeft slechts in beperkte mate invloed
gehad op deze processen.
De wederzijdse relatie tussen de transformatie van de

landbouw en dit beleid staat centraal in deze studie. Hier-

bij wordt aangetoond dat voor een doeltreffende economische

politiek de analyse van de effecten van zowel economische

als politieke variabelen op de ontwikkeling van sociale
structuren en instituties van belang is. Het veronachtzamen
van met name politieke factoren maakt economisch beleid in-

efficiant en niet duurzaam,  terwijl gestreefd zal moeten

worden naar evenwicht tussen groei en verdeling.

Bijzonder aandacht zal worden geschonken aan de economi-

sche   hervormingen   uit   de   j aren   80,    die de meest vergaande
wijziging in het naoorlogse beleid omvatten. De veranderin-

gen in de produktiestructuur van de landbouw, de rurale
klassenstructuur, de positieve en negatieve gevolgen van het

beleid op verschillende belangengroeperingen en de autonomie

van de staat zijn belangrijke aandachtspunten in onze analy-
se.

In de economische ontwikkeling van de 20e eeuw kunnen op
basis van de veranderingen in de produktiestructuur en de

relatie met de wereldmarkt grofweg drie fasen worden onder-
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scheiden in El Salvador: de koffie economie tot 1930, het

herstel en de diversificatie van de agro-export economie tot

1960 en de periode van industrialisatie hierna.

In de eerste twee fasen was het beleid vooral gericht op

het bevoordelen van de grote agro-export producenten. De

militairen kregen een belangrijke plaats in het overheidsap-

paraat, terwijl de ruimte voor onafhankelijke volksorganisa-

ties sterk werd beperkt. De afhankelijke industrialisatie

van de 60er jaren veranderde de hoofdzakelijk agrarische
structuur van het land niet.

Bij bestudering van de transformatie van de landbouw en de

agrarische instituties in de naoorlogse jaren zien we hoe

een groeiende rurale bevolking, veranderingen in verdeling,
en kwaliteit en gebruik van de grond, de sociale structuur

hebben beinvloed. De belangenconflicten tussen de (grote)

grondbezitters en de (bijna) landlozen en de pogingen van de

overheid om deze conflicten te beheersen zijn van invloed

geweest op de autonomie van de staat. Deze nam toe ten aan-
zien van de dominerende economische klasse, door de groei en

de militarisering van het overheidsapparaat, de oprichting

van gedecentraliseerde instituties en vooral de opkomst van

nieuwe belangengroepen.

Het naoorlogse herstel en de diversificatie van de econo-

mie met de uitbreiding van het aantal belangrijke agrarische

exportprodukten (koffie, katoen, suiker) en de industriali-

satie hebben de participatie mogelijkheden voor de bevolking
in de steden verruimd.

In de landbouw werd de traditionele bi-modale ontwikkeling

gecontinueerd van grote bedrijven met de winstgevende export

produkten, die de meeste vruchtbare landbouwgronden concen-
treren, en de kleine boeren en semi-proletariars (keuterboe-

ren) die de minder rendable voedselgewassen voor de binnen-

landse markt verbouwen op slechte kwaliteit grond. De roep

om landhervorming klonk steeds luider. De toenemende onge-

lijkheid bleek zowel uit inkomenscijfers als uit voedselge-
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gevens. De jaren 70 brachten een economische terugslag ten
opzichte van de groei in het eerdere industrialisatie decen-
nium.

De structuurveranderingen in de agrarische exportsector

worden gedetailleerd geanalyseerd, omdat de sector de be-

langrijkste generator is van werkgelegenheid,  inkomen en

groei in de landbouw. De situatie op de wereldmarkt,  de
niet-agrarische sectoren en de eigendomsstructuur in de sec-

tor zelf zijn van invloed geweest op de belangen van de ex-

portproducenten en hun relatie tot de staat. Deze belangen

zijn vooral in handen van de oligarchie, een groep grote
landeigenaren en handelaren,  die vanaf het begin van de
20ste eeuw dit karakter verkreeg door verstrengeling van be-

langen in de koffieverbouw, verwerkende agro-industrie, het

bankwezen en de koffie export. In de jaren 50 en 60 was het

de oligarchie die het exportpakket uitbreidde met katoen en

suiker en samen met VS-investeerders verder diversificeerden

naar de verwerkende industrie. Traditionele grootgrondbezit-
ters bleven, maar raakten ondergeschikt aan de oligarchie.

De modernisering van exportgewassen maakte dat de grondpro-

duktiviteit sterk steeg en de agrarische exporten van stra-
tegisch belang bleven.
Middelgrote en kleine verbouwers van exportprodukten hand-

haafden een belangrijke minderheidsparticipatie in de pro-

duktie. Gezinsarbeid speelde een grote rol, terwijl de ar-

beidskracht, samen met die van het semi-proletariaat en de

landlozen in het oogstseizoen ook werd aangeboden aan de

grote verbouwers. Kleine verbouwers verkochten de oogst aan

de groten in ruil voor (duur) krediet. De afhankelijkheid en

de verschillen in economische positie van de kleine ten op-
zichte van de grote producenten betekende dat er binnen de

exportlandbouw in feite eveneens sprake was van een bi-mo-
daal ontwikkelingspatroon. Deze dubbele bi-modale ontwikke-

ling werkte als een soort buffer voor de oligarchie in tij-

den van economische tegenslag. De belangen in de belangrijk-



276 Samenvatting

ste segmenten van industrie, bankwezen en andere sectoren
van deze sociale klasse waren complementair aan en geenszins

strijdig met die in de exportlandbouw. De werkgelegenheid

bleef achter bij de groei in de winstgevende sectoren en was

dikwijls van tijdelijke aard. De oligarchie slaagde erin
zich te transformeren in efficiante en technisch geavanceer-

de producenten met een grote controle over de kleine produ-

centen (verg. het junker-model). De concentratie van inkomen
en eigendom van produktiemiddelen maakte dat de economische

ruimte beperkt bleef voor de opkomst van onafhankelijk van

de oligarchie opererende ondernemers. Nieuwe economische

strategiean dienden hiermee rekening te houden. Op de insta-

biele polieke markt opereerden een door de staat gecontro-
leerd partijensysteem, een verdeelde kleine vakbeweging en

opkomende clandestiene organisaties.
Radicale beleidswijzigingen kwamen onder binnenlandse en

buitenlandse politieke druk tot stand. Door de centrale rol

die de landhervorming in de nieuwe strategie had, is aan-

dacht geschonken aan de recente internationale discussie
over de theorie en de praktijk van agrarische hervormingen.

De Salvadoraanse hervorming is na tien jaar implementatie

qua bereik en efficiency ongeveer op het gemiddelde niveau
van de Latijnsamerikaanse kapitalistische hervormingen te

plaatsen. Doorgaans worden deze als niet erg succesvol aan-

gemerkt. Wanneer rekening wordt gehouden met de uitgangssi-

tuatie van hoge bevolkingsdruk, invloed van landeigenaren en

sociale onrust, kan het oordeel over de Salvadoraanse her-

vorming positiever uitvallen. Een niet onbelangrijke groep
grote en in principe rendabele export landbouwbedrijven vor-

men de coOperatieve sector. De landproduktiviteit ligt in
deze sector boven het nationaal gemiddelde (niet boven die
van bedrijven van vergelijkbare omvang) en inkomen en le-

vensomstandigheden van de begunstigden zijn verbeterd.

De technologie van de coaperatieve landbouwbedrijven is

echter niet noemenswaardig gemoderniseerd, het grondgebruik
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is niet efficianter geworden en men heeft problemen met de

druk die wordt uitgeoefend om de gemeenschappelijke grond op

te splitsen. De problemen met de marketing, het verkrijgen

van de noodzakelijke inputs, kredieten en technische assis-

tentie zijn gebleven ondanks de overheidssteun in de jaren

80. In de hervormde sector waar eigendomsrechten tot maxi-
maal 7 ha. zijn toegewezen aan kleine pachtboeren zijn de

problemen groter. Het beperkte oppervlak, de slechte kwali-

teit van de grond, en de geringe overheidssteun maakten dat

de produktiviteit hier laag bleef. Het grootste deel van de

agrarische beroepsbevolking bleef buiten de hervorming, ter-

wijl de traditionele grote rurale verschillen bleven be-
staan, ook tussen de twee hervormde sectoren.

Over het algemeen heeft de landhervorming de toegang tot

de grond op indirecte wijze doen toenemen, via de opdeling

en het aanbod van land van grote grondeigenaren die antici-

peerden op nieuwe hervormingsmaatregelen. De burgeroorlog,

fluctuerende wereldmarktprijzen en onzekerheid waren andere

motieven om grond te koop aan te bieden. Politieke doelen,

waaronder die van rurale pacificatie,  bleken strijdig te

zijn met de economische doeleinden van de agrarische hervor-

ming. Het resultaat was een algemene stagnatie in zowel de
hervormde als niet-hervormde sectoren van de landbouw. Om

deze reden slaagde de Salvadoraanse regering er niet in door

middel van de agrarische hervorming haar sociale basis te

consolideren. De financidle en politieke hulp van de Ver-

enigde Staten kon niet voorkomen dat deze basis wegviel. De

hervorming bevorderde zowel verdergaande differentiatie van

de agrarische bevolking als stabilisering van het semi-pro-

letariaat. Men zou het proces kunnen definieren als een com-
binatie van junker-herverdeling en boerentransitie.

De aan de landhervorming complementaire sectoriale poli-

tiek van het nieuwe model uit de jaren 80 betrof de nationa-

lisering van de exportsector en het bankwezen. Bij de analy-

se van de effecten van deze maatregelen op de landbouwont-
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wikkeling moet rekening worden gehouden met directe en indi-

recte effecten. De laatste betrof met name de negatieve in-

vloed op het rurale ondernemersklimaat. De twee sectoriale

maatregelen hebben een kostenstijgende invloed gehad op de

agro-export produktie. Dit werd onvoldoende geneutraliseerd

door stimuleringsmaatregelen op macro-niveau, zoals de de-

valuatie en de loonpolitiek. Een aantal van deze policies

had zelfs tegengestelde effecten. De producenten reageerden

op deze negatieve gevolgen met maatregelen die arbeidskosten
moesten doen dalen; verwaarlozing van het onderhoud, gedeel-

telijke en soms totale stopzetting van de produktie. De ka-

toenverbouw werd gedecimeerd. Hoewel er in de betrokken pe-

riode sprake was van een zekere staatsautonomie om de nieuwe

ontwikkelingsstrategie inhoud te geven, moest men toch nog

terdege rekening houden met de belangen van machtige tradi-

tionele pressiegroepen.  De beleidsvoering werd ook sterk

beinvloed door louter politieke doelen als de bestrijding

van de guerrilla, bevoordeling van politieke bondgenoten en
de druk uit de VS.

Het gewicht van de coaperatieve sector nam niet zozeer toe

door verbeteringen in de produktiviteit, maar meer door de
negatieve effecten van de hervormingen in de private sector.

Te lage binnenlandse producentenprijzen van exportprodukten

en late afrekeningen van oogstleveranties, behoorden tot de

meest gehoorde klachten. Het ontbreken van tijdige en vol-

doende kredietverlening en de concentratie hiervan bij de

grote exportproducenten bleven als nadelen, ook van het ge-
nationaliseerde bankwezen.

Het complementeren van de landhervorming met hervormingen

in output- en inputmarkten was zeker een goede beslissing.

Maar de inefficiancies en het onvermogen om marktimperfec-

ties aan te pakken deden het model mislukken. Zowel de her-

vormingen als de burgeroorlog verhoogden de concentratie en

ongelijkheid in de exportsectoren van de landbouw.
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Na het beaindigen van de burgeroorlog zullen maatregelen,

die herstel van de exportsectoren beogen noodzakelijk zijn.

Voorwaarden moeten echter worden gesteld ten aanzien van de
positieve effecten die deze sectoren moeten hebben op de

groei van de binnenlandse markt via het scheppen van werkge-

legenheid en (arbeids-)inkomen, wil er sprake zijn van een

positieve rol in de economische ontwikkeling van El Salva-
dor.

Macro-economisch beleid kan de effecten van sectorbeleid

overtreffen, versterken of tegengesteld werken. Dit beleid

was in de jaren 80 heterogeen en veranderlijk van karakter.

We kunnen ruwweg onderscheid maken tussen twee algemene va-

rianten van dit beleid, afhankelijk van de externe of bin-

nenwaarts gerichte oriantatie, de mate van overheidsinter-

ventie en de bevoordeling van bepaalde sociale klassen. Op

basis van deze twee varianten kunnen drie deelperioden in de

jaren 80 worden onderscheiden. De eerste was die van vervan-

ging van het binnenwaarts gerichte hervormingsbeleid, door

een die gericht was op het buitenland, hetgeen resulteerde

in een regering onder invloed van de oligarchie. Met nieuwe

verkiezingen en wijzigingen in de militaire top kwamen in
1984 de christendemocraten aan de macht die een model van

hervormigen met veel overheidsingrijpen wilden doorvoeren,

gericht op de ontwikkeling van de binnenlandse markt. De
derde deelperiode was die van aanpassing van de economie

gericht op de groei van de exporten, met inperking van de
rol van de overheid. Dit beleid werd in 1986 door dezelfde

(christendemocratische) regering  ingevoerd na  financiale

problemen met de strategie van de tweede periode.

Buitenlandse mogendheden en oorlogsomstandigheden hebben

het beleid in alle drie deelperioden beinvloed. Het refor-

mistische model paste beter bij low-intensity warfare, ter-

wijl dat van structuele aanpassing een verheviging van de

oorlog tot gevolg had. Dit laatste model was in termen van
periode van toepassing en concrete maatregelen, de strategie
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die het meest werd uitgevoerd. Dit ondanks  ideologische
voorkeur voor het reformistische model van de christendemo-
craten.

De belangrijkste oorzaken van deze praktijk zijn de afwe-

zigheid van steun uit ondernemerskring, de kosten van de

burgeroorlog, de tegenstellingen in de politiek van de VS en

het wegvallen van de steun uit de bevolking.

Een minimale groei van de binnenlandse markt blijkt ook
hier een noodzakelijke voorwaarde te zijn voor duurzaam ma-
cro-economische herstelbeleid.

Hoe kan beter beleid worden ontworpen en met meer succes
worden toegepast? Onze studie geeft in ieder geval aan dat

naast economische ook met sociale en politieke factoren re-

kening moet worden gehouden.

Het uitsluitend streven naar verdergaande integratie in de
internationale economie zal de traditionale dubbele bi-mo-

dale ontwikkeling met bijbehorende sterke concentratie van

inkomen en welvaart niet wijzigen. Een dergelijke interna-
tionalisering van de economie zal niet functionele institu-
ties  niet  automatische  doen verdwijnen. Kleine externe

schokken, zoals bijvoorbeeld dalende particuliere transfers

uit het buitenland door veranderingen in het immigratiebe-

leid van de VS, kunnen de in de jaren 90 bereikte stabilise-

ring van de economie in gevaar brengen. Het hervormingsmodel

uit het begin van de 80er jaren had ons inziens betere re-

sultaten afgeworpen als voldoende aandacht was gegeven aan

instituties en politieke variabelen. Een van de belangrijke

voorwaarden voor succesvolle agrarische hervorming is de
eliminatie van institutionele beperkingen op investeringen
(particuliere en overheid) in zowel de hervormde als niet-
hervormde landbouw.

Als gevolg van de vredesaccoorden van 1992 is de gecombi-
neerde junker-herverdelings en boeren-transformatie tendens

versterkt. Dit betekent dat maatregelen nodig zijn om kleine
boeren toegang te verschaffen tot de landmarkt. Maar ook de
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imperfecties op krediet, arbeid en andere inputmarkten moe-

ten worden weggenomen, terwijl rekening moet worden gehouden

met het functioneren van informele markten. Werkgelegenheid

crearende en inkomen genererende maatregelen in de sectoren

van export- en voedselgewassen moeten worden gekoppeld aan

verhoging van de rentabiliteit in de particuliere landbouw.

Dit economische beleid kan positieve politieke effecten heb-

ben voor de nieuwe (democratische) overheidsinstituties. Het

zijn dit soort algemene evenwichtseffecten, die de autonomie

van de staat die nodig is voor de implementatie van een
nieuw ontwikkelingsmodel kunnen versterken.



BIBLIOGRAPHY

Abrego L., C. Orellana, W. Pleitez, H. Rosa: La Gesti6n Econ6mica de
ARENA, in: Polftica Econ6mica, Vol. I, No. 2, El Salvador, Agosto-Sep-
tiembre 1990

Adelman I.: Growth, Income Distribution and Equity Oriented Development
Strategies, in: World Development, February-March 1975

Agricultural Census Data 1961

Albands M.: Estudio del Sector Cafetalero de El Salvador; Prisma, San
Salvador 1993

Allwood J.: Sistema Alimentario Salvadorefio; San Salvador 1977

Alvarenga I.: La Crisis que Sufre El Salvador, in: Presencia, No. 4, San
Salvador 1989

Andino C.: El Estamento Militar en El Salvador, in·. Revista ECA, San
Salvador 1979

Andino   C.:El   Estamento  Militar  Salvadorefio  Redefinido,   in:  Revista  ECA,
San Salvador 1982

Aravalo de Quintanilla A.: Efectos de la Reforma Agraria Salvadore a
sobre las Formas de Producci6n y las Condiciones de Vida del Campesino
Cooperativizado de FESACORA; El Salvador 1987

Athukorala P. and F. Hiep: Export Instability and Growth; Croom-Helm,
London 1986

Baloyra E.: El Salvador in Transition; University of North Carolina
Press, Chapel Hill 1982

Banco Centroamericano de Integraci6n Econ6mica: La Fuga de Capital en
Centroamdrica 1979-1984; Cuaderno 1, Guatemala 1987

Barraclough S. and M. Scott: The Rich Have Already Eaten, Roots of Ca-
tastrophe in Central America; Transnational Institute, Amsterdam 1987

Barraclough S. and P. Marchetti: Agrarian Transformation and Food Secu-
rity in the Caribbean Basin, in: Irvin and Gorostiaga (eds), 1985

Barri D. and C. Sarti: Diagndstico sobre las Condiciones Socio Econdmi-
cas y Polfticas de los Sectores Populares en Centroamdrica ('70-'82)

Barry T., B. Wood, D. Preusch: Dollars and Dictators; London 1982

Bates R.H., Stephan Haggard and Joan M. Nelson: A Critique by Political
Scientists, in: Meier (ed.), 1991

Baumeister E.: Telldencias de la Agricultura Centroamericana de los Ados
Ochenta; FLACSO, San Josa 1987



284 Bibliography

Bautista R.M.: Trade and Agricultural Development in the 19805 and the
Challenges for the 199Os,  Latin America, in: Agricultural Economics,
Trade and Development, Amsterdam, June 1993

BCR, Banco Central de Reserva de El Salvador:
-   Revista Mensual;

Enero 1978; Diciembre 1979; Enero 1980;
Octubre-Diciember 1986; Diciembre 1987

-   1983:  Ley de Nacionalizacian de las Instituciones de Cradito y de
las Asociaciones de Ahorro y Pr stamo

-   1986a: Indicadores Econamicos 1981-1985, San Salvador;
- 1986b: Memoria 1985. San Salvador
-   1993:  Economic Indicators 1988-1992, San Salvador

Behrman J. and T.N. Srinivasan (eds): Handbook of Development Economics;
Vols 3, North Holland, Amsterdam 1995

Benitez A.: Subsistema del Consumidor; San Salvador 1977

Binswanger H.P., K. Deininger, G. Feder: Power, Distortions, Revolt and
Reform in Agricultural Land Relations; Policy Research Working Papers,
World Bank, Washington,  July 1993

Borges A.C.: Apuntes para un Balance de los Aspectos Crfticos de la
Integracian Econdmica Centroamericana; Unpublished paper, UNAM, Mexico
1986

Borrmann A., K. Fasbender, H. Hartel and M. Holthus: Social Market Econ-
omy. Experiences in the Federal Republic of Germany and Considerations
on its Transferability to Developing Countries; Verlag Weltarchiv, Ham-
burg 1990

Briones C.: Algunas Reflexiones sobre el Funcionamiento de la Economfa
Salvadorena: Complementariedades y Contradicciones, in: Boletin de Cien-
cias Econ6micas y Sociales, No. 4, Julio-Agosto 1986

Brocket C.D.: Land, Power and Poverty, Agrarian Transformation and Rural
Conflict in Central America; Unwin Hyman, Boston 1988

Brodersohn V.: Estructura y Desarrollo Social en El Salvador, in: Estu-
dios Sociales Centroamericanos, No. 29, 1981

Browning D.: El Salvador, la Tierra y el Hombre; Ministerio de Educa-
ci6n, San Salvador 1975

Browning D.: Agrarian Reform in El Salvador, in: Journal of Latin Ameri-
can Studies, No. 15, 1983

Bulmer-Thomas V.: Economic Development over the Long Run: Central Amer-
ica since 1920, in: Journal of Latin American Studies, No. 15, 1986

Bulmer-Thomas V.: The Political Economy of Central America since 1920;
Cambridge Latin American Studies; Cambridge University Press, 1987



Bibliography 285

Bulmer-Thomas V.: Studies in the Economics of Central America; Universi-

ty of London, MacMillan 1989

Byres T.: The Agrarian Question and Differing Forms of Capitalist Agrar-
ian Transition; paper, Institute of Social Studies, The Hague 1989

Cabarrus C.: Ganesis de una Revolucian; Casa Chata, Mexico 1983

Campos 3.: El Cultivo del Cafd en El Salvador; San Salvador 1985

Carter M.R. and D. Mesbah: Can  Land  Market  Reform  Mitigate  the
Exclusionary Aspects of Rapid Agro-Export Growth?, in: World Develop-
ment, Vol. 21, No. 7, 1993

Castillo D.: Acumulaci6n de Capital y Empresas Trasnacionales en Centro
America; Siglo XXI, 1980

Castro M.: Funcian Politica del Ejarcito Salvadorefo en el Presente
Siglo; UCA, San Salvador 1984

CCL, Centro de Comunicaciones Liberaci6n: El Salvador, Consideraciones
Generales de la Situaci6n Econ6mica 1981

Censo Agropecuario, El Salvador 1971

CEPAL, Comision Econdmica para America Latina y El Caribe:
-    La Industria Cafetalera en Columbia y El Salvador; Santiago de Chile

1958
- Centroamerica: Crisis Agricola y Perspectivas de un Nuevo Dinamismo;

IC/MEX/L.27, 12 de Febrero de 1986a
-  Central America: Bases for a Reactivation and Development Policy,

in: CEPAL Review, No. 28, April 1986b

CEPAL,     FAO,     OIT:     Tenencia   de    la    Tierra    y   Desarrollo    Rural     en    Centro
America; EDUCA, San Josa 1980

Chavez Mena F.: La Economia Salvadorefia, int Jornada Cientifico Cultur-

al, Colegio de Profesionales en Ciencias Econ6micas; San Salvador 1987

Chhibber A. and J. Wilton: Macroeconomic Policies and Agricultural Per-
formance in Developing Countries, in: Finance & Development, September
1986

CIDES: Informe Centroamarica, Panorama Econamica, San Josa 1983

Clapp, Mayne Inc.: Evaluaci6n del Proyecto 0265; confidencial, Diciembre
1985

Colindres E.: Fundamentos Econdmicos  de la  Burguesfa Sal vadoretia;  UCA,
1977

Comptroller General of the United States: Providing Effective Economic
Assistance to El Salvador and Honduras, A Formidable Task; U.S. Govern-
ment Printing Officie, Washington D.C., 1985



286 Bibliography

CONAPLAN: Plan de Desarrollo Econdmico y Social 1973-1977; San Salvador
1972

Conroy M. (ed.): The Future of Central American Economies; Austin Uni-
versity of Texas Press, 1989

Consejo Monetario Centroamericano:  Boletin Estadistico,  El Salvador
1993, Tegucigalpa 1993

COPAL:

-   Memoria Ejercicio XLVI 1985/86, San Salvador 1986
-   Memoria Cosecha 1985/86, San Salvador 1986
-   Internal Information, San Salvador 1987

Cruz Letona R, W. Pleitez, H. Rosa: Politica Econdmica y Pobreza Rural
en El Salvador, in: Politica Econ6mica, Vol.  I, No. 5, El Salvador,
Febrero-Marzo 1991

Cruz Letona R.: Realidad y Perspectivas de la Banca de Fomento Agricola
en El Salvador; Cuadernos de Investigaci6n, San Salvador, Mayo 1991

CSUCA:

-   Estructura Demogrdfica y Migraciones Internas en Centroamdrica;
San Josa 1978

-   Los Trabajadores Temporeros en la Agricultura Centroamericana;
San Josd 1983

CUDI, El Salvador:
-   La Distribuci6n del Ingreso en El Salvador; Fichas para Analisis

Econ6mico No. 7, San Salvador 30-1-1982a
-   Concentraci6n de  la Actividad Econ6mica en el Sector Industrial;

Ficha Econ6mica No. 8, 15-3-1982b
-   Situaci6n Actual y Perspectivas de la Caficultura Nacional; Proceso

No. 83. San Salvador 1982c
-   Proceso 123, 5-11-1983
-   Proceso No. 309, 28-10-1987

Dada  H.:   La   Economia  de   El   Salvador  y   la   Integracian   Centroamericana
1945-1960; UCA, San Salvador 1978

Dada 0., P. J. Herndndez, J. Martinez: Perspectivas de la Agricultura de
El Salvador: Entre el Desastre y la Sostenibilidad; (Borrador para dis-
cusi6n), FUNDE, San Salvador, Enero 1995

Dalton R.: Miguel MArmol, Los Sucesos de 1932 en El Salvador; EDUCA, San
Josd 1982

De Janvry A., E. Sadoulet and L. Wilcox: Land and Labour in Latin Ameri-
can Agriculture from the 1950's to the 1980's, in: Journal of Peasant
Studies, 1989

De Janvry A., E. Sadoulet and E. Thorbecke: Introduction, in: World De-
velopment, Vol. 21, 1993



Bibliography 287

De Sebastian L.: Las Raices de la Revolucian,  in: El Universitario,

Suplemento No. 1, San Salvador, 22 Abril 1982

De Janvry A.: The Agrarian Question and Reformism in Latin America;
Johns Hopkins University Press, Baltimore 1981

Diskin M.: El Salvador, Reform Prevents Change, in: Thiesenhusen (ed.)
1989

Dorner P.: Latin American Land Reforms. Theory and Practice; University
of Wisconsin Press, Winsconsin 1992

Dorner P. and R. Quiros: Institutional Dualism in Central America's
Agricultural Development, in: Journal of Latin American Studies, No. 5,
1972

Downing T.: Agricultural Modernisation in El Salvador, Central America;
Centre of Latin American Studies; Cambridge 1978

Duncan A. and S. Jones: Agricultural Marketing and Pricing Reform: A
Review of Experience;, in: World Development, Vol. 21, No. 9, 1993

Dunkerley J.: Power in the Isthmus: a Political History of Central Amer-

ica; Verso, London 1988

Dunkerley J.: The Long War: Dictatorship and Revolution in El Salvador;
Junction, London 1982

Durham W.H.: Scarcity and Survival in Central America; Stanford Univer-

sity Press, Stanford 1979

ECA:
-   Evolucian Histarica del Sector Publico en El Salvador;

No. 387/388, San Salvador, 1981
-   Declaraci6n Conjunta de 30 gremios Empresariales de Todos los Sec-

tores Econdmicos; No. 457, 1986
-   Comentarios: Marcha atrds del "Segundo Paquetazo"; No. 461: 1981

ECLAC: Central America: Bases for a Reactivation and Development Poli-
Cy.1 CEPAL, Review, No. 28, April 1986

El-Ghonemy R.: The Political Economy of Rural Poverty: The Case for Land

Reform; Routledge, London 1990

Evans  P.:   The  State  As  Problem  and  Solution:   Predation,   Embedded  Autono-
my and Structural Change, in: Haggard and Kaufman( eds), 1992

Evans P., D. Rueschemeyer, E.H. Stephens: States versus Markets in the
World-System, in: Political Economy  of the World-System Annuals,  Vol.8,
Sage Publications 1985

Evans P., D. Rueschemeyer, T. Skopcpol, (eds): Bringing the State back;
Cambridge University Press 1985



288 Bibliography

Findlay R.: The New Political Economy: Its Explanatory Power for LDCs,
in: Meier (ed.) 1991

FitzGerald  N.:   The  Problem  of  Balance  in  the  Peripheral  Socialist  Econo-
my, in: World Development, Vol. 13, 1985

Flora J.L. and E. Torres Rivas: Sociology  of   "Developing   Societies"
Central America; Maamillan, London 1989

Flores V.: De Camo Surgid el Plan Econamico, in: Tendencias, No. 38, San
Salvador 1995

Forche C., Ph. Wheaton: History and Motivations of US-involvement in the
Agrarian Reform Process in El Salvador, 1970-1980; Washington D.C., 1980

Fortin C.: The Relative Autonomy of the State and Capital Accumulation
in Latin America. Some Conceptual Issues, in: D. Tussie (ed.) 1983

FPL:

-   Carta de las Fuerzas Populares de Liberaci6n FPL Farabundo Marti a
los Cristianos Progresistas, in: Centroamdrica, Cristianismo y Revo-
luci6n, DEI, Costa Rica, febrero 1975

-   EQud son las -FPL- "Farabundo Marti " No. 2; El Salvador 1976
-   The Social Classes in El Salvador, in: El Salvador, the Development

of the People's Struggle, Tricontinental Society, London 1980

Frank R.C. and R.C. Webb (eds): Income Distribution and Growth in the
Less-Developed Countries; The Brookings Institution, Washington D.C.,
1977

FTC: Los Trabajadores del Campo y la Reforma Agraria en El Salvador,
undated

Furtado C.: Underdevelopment, To Conform or Reform, in: G. Meier (ed.),
1987

FUSADES, Fundacian Salvadorefia del Desarrollo Econamico y Social:
-   La Necesidad de un Nuevo Modelo Econamico para el Salvador. Linea-

mientos Generales de una Estrategia; San Salvador 1985a
-   Programa de Reactivaci6n de la Caficultura; San Salvador 1985b
-   Opciones para Financiar el Ddficit Fiscal de 1987;  San Salvador,

Noviember 1986a
-   Analisis Critico de la Politica Fiscal; San Salvador, December 1986b
-   Diagnastico Social, Situacian Actual de las Necesidades Basicas en

El Salvador; San Salvador, Diciember 1986c
-   Una Estrategia de Desarrollo Agrfcola para El Salvador, 1994-2000;

Boletfn Econ6mico y Social, No. 103, Junio de 1994

Garcia  3.3.:    "La  Reforma  Agraria   y   la   Producci6n  Agrfcola  Colectiva",
in: Boletin de Ciencias Economicas y Sociales, Marzo-Abril 1987

Goitia A.: Crisis Algodonera en El Salvador: Tendencias y Perspectivas,
in: Realidad Econ6mic-Social, UCA, Noviembre-Diciembre 1988



Bibliography 289

Griffith-Jones S. and C. Harvey (eds): World Prices and Development;
Gower, Aldershot 1985

Grindle M.S. and J.W. Thomas: Public Choices and Policy Change; The
Johns Hopkins University Press, 1991

Grindle M. S.: State and Countryside; The Johns Hopkins University Press,
1986

Guidos Vejar R.: La Crisis Polftica en El Salvador  (1976-1979),  in:
Revista ECA, San Salvador 1970

Guidos Vejar R.: El Ascenso del Militarismo en El Salvador; UCA, San
Salvador 1980

Haggard S. and R. Kaufman: The Politics of Economic Adjustment; Prince-
ton University Press, 1992

Hamilton N.: The Limits of State Autonomy;  Post-Revolutionary Mexico;
Princeton University Press, 1982

Harnecker M.: Interview met Kommandant Marcial; Translation in ESKN;
Guanaco No. 24, Tilburg, May 1983, from: Carpio S.C.: La Lucha de Cla-
ses, Motor del Desarrollo de la Guerra Popular de Liberaci6n, Ediciones
Enero 32, Mexico, 1982

Hatfield M.0. et al.: United States Policy in El Salvador and the Urgent
Need for Reform; Washington D.C., 1987

Hayami Y,: Land Reform, in: Meier (ed.) 1991

Henriquez P.:  El Salvador,  Technologia, Zona Rural y Proceso Social,
Ciencia y Tecnologia; CSUCA, San Josa, Costa Rica, undated

Herring Ronald: Land to the Tiller. The Political Economy of Agrarian
Reform in South Asia; Yale University Press, London 1983

Ibisate F.J.: La Ley de Privatizacidn Bancaria: 6De la Privatizacian a
la Privatizacion 7 in: Realidad Econdmico-Social, San Salvador, Julio-
Agosto 1990

IIE, Instituto de Investigacidn Econamicas:
-   Evaluaci6n Econ6mica de las Reforms; Revista ECA,  San Salvador,

Mayo-Junio 1982
-   Hacia una Economia de Guerra, El Salvador 1982-1983;

Revista ECA # 415/416, Mayo-Junio 1983

IMF (International Monetary Fund):
-        El Salvador, Staff Report    for 1981; Article IV Consultation    No.

SM/82/6 (April 8), Washington D.C., 1982
-   International Financial Statistics 1987; Washington D.C., 1987



290 Bibliography

INFORPRESS:
-   No. 708, 1986
-  Febrero 26, 1987
-  Agosto 11, 1988
-   El Salvador, Pasos Atrds en el Camino hacia la Paz; Guatemala 1983

Irvin G. and X. Gorostiage (eds): Towards an Alternative for Central
America and the Caribbean; Allen & Unwin, London 1985

Irvin G.: ECLAC and the Political Economy of the Central American Common
Market; Institute of Social studies, The Hague, June 1987

ISIC, Instituto Salvadoreho de Investigaciones del Cafd: Polftica Nacio-
nal de Produccian Cafd; San Salvador, Abril 1986

3ames 3.:  Political & Institutional Influences on Economic Policy: A
Research Programme; Social Economy 2; KUB, Tilburg 1991

Johnson   D.G.:    Role   of   Agriculture   in   Economic  Development   Revisited,    in:
Agricultural Economics, Amsterdam, june 1983

Johnson D.: The State as an Expression of Class Relations, in: D. John-
son (ed.): Middle Classes in Dependent Countries, Sage 1985

Johnson N.L. and V.W. Ruttan: Why Are Farms So Small?, in: World Devel-
opment, Vol. 22, No. 5, 1994

Johnston B. and P. Kilby: Agriculture and Structural Transformation;
Oxford University Press, London 1984

Jung H.: Class Struggles in El Salvador, in: New Left Review, nr. 122,
July-August, New York 1980

Kannappan S.: The Economics of Development: The Procrustean Bed of Main-
stream Economics, in: Economic Development and Cultural Change, 1995

Kay C.:  Rural Development and Agrarian Issues in Contemporary Latin
America; ISS Working Papers, The Hague 1994

Killick T.: A Reaction Too Far, Economic Theory and the Role of the
State in Developing Countries; Overseas Development Institute, London
1989

La Prensa GrAfica: Declara Presidente Banco Central, 1987

Lastarria-Cornhiel S.: Agrarian Reforms of the 1960s and 1970s in Peru,
in: Thiesenhusen (ed.), 1989

Lecaillon J., C. Morrisson, H. Schneider and E. Thorbecke: Economic
Policies and Agricultural Performance of Low-Income Countries; Develop-
ment Centre Studies, Paris 1987

-



Bibliography 291

Leftwich A: Bringing Politics Back In: Towards a Model of the Develop-
mental State, in: The Journal of Development Studies, Vol. 31, No. 3,
February 1995

Lenin V.: The Development of Capitalism in Russia; English version in
Collected Works, Vol. 3, Moscow 1964

Lichtensztejn S.: De las Polfticas de Estabilizaci6n a las Polfticas de
Ajuste, in: Economia de Amarica Latina, Mexico, First Semester, 1984

Lipton M.: Land Reform as Commenced Business: The Evidence Against Stop-
ping, in: World Development, Vol. 21, No. 4, 1993

Loehr W.: Current Account Balances in Central America, 1974-1984: Exter-
nal and Domestic Influences", in: Journal of Latin American Studies, No.
19, 1987

L6pez I.: Fuerzas Sociales y Cambio Social en El Salvador, in: Revista
ECA, San Salvador, Julio 1979

Lapez I.: Rasgos Sociales y Tendencias Politicas en El Salvador 1969-
79), in: Revista ECA, San Salvador 1979

L6pez I. and V. Orellana: La Unidad Popular y el Surgimiento del Frente
Democratico Revolucionario, in: Revista ECA, San Salvador 1980

Lapez, R.: Los Origenes Econamicos de la Crisis en Centroamdrica, in:
Rivera et al., 1986

Lundahl M. and W. Pelupessy (eds): Crisis Econamica en Centroamarica y
el Caribe; DEI, San Josa 1989

Mackintosh M.: Questioning the State, in: Wuyts et al. (eds), 1992

MAG, Ministerio de Agricultura y Ganaderfa, San Salvador:
-   Diagn6stico del Sistema Agropecuario 1960-1975, 1976
-   Diagn6stico del Sistema Agropecuario, 1978-1983, 1984
-   Anuario de Estadisticas Agropecuarias, 1984-1985, 1985
-   V Evaluaci6n del Proceso de la Reforma Agraria, 1985
-   Critica a FUSADES; mimeograph, 1985
-   Evaluaci6n del Cultivo del Algod6n, Cosecha, 1982-83, 1986
-   VII Evaluaci6n del Proceso de Reforma Agraria, 1981

Meier G.  (ed.); Pioneers in Development. Second Series, World Bank,
Washington 1987

Meier G.: Getting our Policies Right, in: Meier (ed.), 1987

Meier G.  (ed.): Politics and Policy Making in Developing Countries;
International Center for Economic Growth, San Francisco 1991

Menjfvar R.: Formaci6n y Lucha del Proletariado Industrial SalvadoreAo;
UCA editores, San Salvador 1979



292 Bibliography

Menjfvar R.: Acumulaci6n Originaria y Desarrollo del Capitalismo en El
Salvador; EDUCA, San Josd 1980

Menjfvar R.: Algunos Aspectos de la Economia y Lucha de Clases en El
Salvador (1880-1980); AGEUS, San Salvador 1980

Menjfvar R.: Crisis del Desarrollismo. Caso El Salvador; UCA, San Salva-
dor 1977

MIPLAN, ISIC and INCAFE: Politica Nacional de Produccidn Cafd; San Sal-
vador 1986

MIPLAN, Ministerio de Planificaci6n y Coordinaci6n
del Desarrollo Econ6mico y Social:
-   Indicadores Economicos y Sociales, San Salvador, diciembre 1980
-   Diagnastico Econamico-Social 1978-1984, Mayo 1984
-         Plan   General   de   Gobierno   "El   Camino   hacia   la   Paz",    in:

Parte Econ6mica: San Salvador 1985
-   El Camino hacia la Paz, Parte Global, 1986
-   Causas de la Inflaci6n en El Salvador e Implicaciones de una Nueva

Devaluacidn del Coldn, May 1987

-   Programa Econdmico, January 1988

Montes   S.:    Clases   y   Movimientos   Sociales   en   El   Salvador;    Caracteriza-
cion, Desarrollo e Intervencidn, int Realidad Econ6mico-social, No. 4,
1988

Montes  S.: "El Salvador, la Tierra, Epicentro  de las Crisis",   in:   Bole-
tin de Ciencias Econamicas y Sociales, Julio-Agosto 1986

Montes S.: El Agro Salvadorefo (1973-1980); UCA, El Salvador 1986

Montgomery T.: Revolution in El Salvador; Westview Press, Boulder 1982

Montgomery J. (ed.): International Dimensions of Land Reform; Westview
Press, Boulder 1984

Montoya   A.:   El   Agro  Salvadorefio  Antes   y  Despuas   de  la  Reforma  Agraria;
Cuadernos de Investigacian, San Salvador, Junio 1991

Montoya A.: El Sector Agropecuario Reformado y la Nueva Economfa Popu-
lar, in: Realidad Econ6mic-Social, San Salvador, Mayo-Junio 1992

Moore    B. : The Social Origins of Dictatorship and Democracy; Beacon
Press, Boston 1966

Morales A. and L. Aquino: Impacto de Reforma Agraria sobre los Procesos
de Diferenciaci6n Campesina en El Salvador; unpublished, San Salvador
1987

Nabli  M.  and J. Nugent:   The New Insti tutional Economics  and its Applica-
bility to Development, in: World Development, Vol. 17, No. 9, 1989

NACLA: Direct Foreign Investment in El Salvador; March-April 1982



Bibliography 293

OIT-PREALC: Estadisticas e Indicadores Socio-Econamicos del Istmo
Centroamericano 1950-1980; Geneva, 1987

Orellana S., W. Pelupessy and F. Thielen: La Productividad y los Costos
de    Produccian   de    los   Cafetaleros    Privados   en   El    Salvador:    INO,    Tilburg
1986

Orellana S, W. Pelupessy and F. Thielen: Trabajo de Campo Sector Algod6n
de El Salvador 1985/86, paper, IVO, Tilburg 1986

Orlandi A.: Precios y Ganancias en el Comercio del Cafe, in: Revista de
la CEPAL, Primer semestre 1978

Paige J.: Coffee and Politics in Central America, in: Tardanico (ed.)
1987

Pastor M., Jr.: The Effects of IMF Programs in the Third World: Debate
and Evidence from Latin America, in: World Development 15, February 1987

PCS: Fundamentos y Tasis de la Linea General del PCS, in: Revista Te6-
rica del PCS, El Salvador 1980

Pelupessy W. (ed.): Perspectives on the Agro-Export Economy in Central
America, MacMillan, London 1991

Pelupessy W.: El Mercado Mundial del Cafd; DEI., San Josa 1993

Pelupessy W.: Maatschappelijke Tegenstellingen en Volksverzet Centraal-
Amerika; IVO, Tilburg 1984

Pelupessy  W.:   El   Sector  Agroexportador   de  El  Salvador,    la  Base   Econdmica
de una Oligarquia No-Fraccionada, in: Boletfn de Estudios Latinoamerica-
nos y del Caribe, Amsterdam, December 1987a

Pelupessy W.: Reforma Agraria y Agroexportacion, in: Revista ECA, San
Salvador, Marzo 1987b

Petit M. and S. Gnaegy: Trade and Development, in: Agricultural Econom-
ics, Amsterdam, June 1983

Poulantzas N.: Political Power and Social Classes; New Left Books, Lon-
don 1973

Poldmica Internacional:  Lo que el Pueblo Debe Saber sobre ORDEN; El
Salvador, Febrero 1980

Prosterman R.L.: The Demographics of Land Reform in El Salvador Since
1980; Statistical Abstract of Latin America, University of California,
Los Angeles 1983

Prosterman R.L.: Aspectos Demograficos de la Reforma Agraria en El Sal-
vador, Poldmica, No. 17/18, 1985



294 Bibliography

Prosterman R. L. and J. Riedinger: Land Reform and Democratic Develop-
ment; Johns Hopkins University Press, Baltimore 1989

Prosterman R.L., M.N. Temple and T.M. Hanstad (eds): Agrarian Reform and
Grassroots Development; Lynne Rienner Publishers, Boulder & London 1990

PRS: El Salvador, un Volcan Social; Caracas 1977

Reinhardt N.: Contrast and Congruence in the Agrarian Reforms of El
Salvador and Nicaragua, in: Thiesenhusen, 1989

Reynolds C.W.: Fissures in the Volcano? Central American Economic Pros-

pects, in: Bates (ed.), 1991 (original: 1978)

Rivera E., A. Sojo and R. L6pez: Centroamdrica Politica Econamica y
Crisis; Editorial DEI, San Josa 1986

RN: Por la Causa Proletaria; Costa Rica, 1978

Rock M.T.:  "Twenty-five Years of Economic Development" Revisited, in:
World Development, Vol. 21, No. 11, 1993

Rodrfguez J.: Las Historias del Cafd; Boletin de Investigacian No. 5,
Universidad de El Salvador, San Salvador 1979

Rosa   H.H.:    Estados   Unidos   y   la  Crisis   Centroamericana  en    los   Ochenta:    La
Respuesta de la Polftica Econ6mica; Master's thesis, Universidad Nacio-
nal, Heredia, Costa Rica 1987

Rosenthal G.: Principales Rasgos  de  la Evoluci6n de  las  Economfas
Centroamericanas desde la Posguerra, in: Centroamerica, Crisis y Poli-
tica Internacional, Mexico 1982

Ruccio D.F.: State, Class, and Transition in Nicaragua, int Latin Ameri-
can Perspectives, Vol. 15, No. 2, Spring 1988

Rufz S.: Modernizacian Agricola en El Salvador, in: Estudios Sociales
Centroamericanos, San Josa, Enero-Abril 1979

Saade C. and E. Rivas: La Concentracian de la Produccidn de Cafd; unpub-
lished thesis,  Universidad Centroamericana  'Josa Simean Cahas',  San
Salvador 1983

Samaniego C.: Movimiento Campesino o Lucha del Proletariado Rural en El
Salvador, in: Estudios Sociales Centroamericanos, No. 25, San Josd 1980

Samayoa S. and G. Galvan: El Movimiento Obrero en El Salvador ZResurgi-
miento o agitacian 7, in: Revista ECA, San Salvador 1979

Sanchez F.: Crisis y Politica Econdmica Demacrata Cristiana, in: Revista
ECA, San Salvador, Julio 1986

Schiff M., Alberto Valdas: The Plundering of Agriculture in Developing
Countries: World Bank, Washington D.C., 1992



Bibliography 295

Schweigert T.E.: Commercial Sector Wages and Subsistence Sector Labour
Productivity in Guatamalan Agriculture, in: World Development, Vol. 21,
No. 1, 1993

Scofield R.W.: Land Reform in Central America, in: Prosterman et al.,
1990

Segovia A.: Limites y dilemas de la Politica Econdmica en un Pais en
Guerra: El Caso de El Salvador, in: Realidad Econ6mico-Social, No. 6,
1988

Segovia A.: Valoracidn Preliminar del Nuevo Programa Economico, in: Ten-
dencias, No. 38, El Salvador 1995

Serrano V.: Gdnesis y Consolidacian del Movimiento Revolucionario Salva-

dorefo (1930-1980); AGEUS, San Salvador 1982

Simons L.R. and J.C. Stephens Jr.: El Salvador Land Reform 1980-1981;
Impact Audit; Oxfam, Boston 1981

Sinha R.: Economic Reform in Developing Countries: Some Conceptual Is-
sues, in: World Development, Vol. 23, No. 4, 1995

Siri  G.:  El  Salvador and  Economic  Integration  in Central  America;
Lexington Books, Toronto 1983

Skocpol T.: Bringing the State back, Strategies of Analisis in Current
Research, in·. Evans et al. (ed.) 1985

Slutzky D. and E.: El Salvador, Estructura de la Explotaci6n Cafetalera;
undated

Sobhan R.: Agrarian Reform and Social Transformation; Zed Books, London
& New Jersey 1993

Statistisches Bundesambt: Landerkurzbericht, El Salvador, Wiesbaden 1983

Stern N.: The Economics of Development, in: The Economic Journal, Sep-
tember 1989

Strasma, J. et al.: Reforma Agraria en El Salvador; Checchi, Washington
D.C., 1983

Strasma J.: Unfinished Business, Consolidating Land reform in El Salva-

dor; in Thiesenhusen (ed.), 1989

Streeten P.: What Price Food?; Macmillan Press, London 1987

Tardanico R. (ed.): Crises in the Caribbean Basin, in: Political Economy
of the World-System Annuals, Vol. 9, 1989

Taylor L.: The Rocky Road to Reform: Trade, Industrial, Financial, and
Agricultural Stragegies, in: World Development, Vol. 21, No. 4, 1993



296 Bibliography

Thiesenhusen  W.:    The    Illusory   Goal   of   Equity   in   Latin   American   Agrarian
Reform, in: Montgomery (ed.), 1984

Thiesenhusen W. (ed.): Searching for Agrarian Reform in Latin America;
Unwin Hyman, Boston 1989

Timmer C.P. (ed.): Agriculture and the State; Cornell University Press,
Cornell 1991

Timmer C.P.: The Role of the State in Agricultural Development,  int
Timmer (ed.) 1991

Torres-Rivas E.: Centroamarica: Guerra, Transician y Democracia, in:
Torres-Rivas 1987

Torres-Rivas E.: Centroamarica: La Democracia Posible, EDUCA/FLACSO, San
Josa 1987

Torres-Rivas E.: Perspectives of Central America's Agro-Exporting Econo-
my, in: Pelupessy W. (ed.) 1991

Tussie D. (ed.): Latin America in the World Economy; Gower Publ., London
1983

UNCTAD:

-   Marketing and Processing of Coffee, Areas for International Coopera-
tion; Geneva 1983

-   Commodity Survey 1986, TD/B/C.1/284, Geneva, 14 November 1986

United States Department of State: Report on Status of Land Reform in El
Salvador; Washington D.C., 1984

Valdds M.: Reformismo y Guerra: una Evaluaci6n de la Nacionalizaci6n
Bancaria de El Salvador, in: Revista ECA, San Salvador, Octubre 1989

Vilas C.:  The Sandinista Revolution;  National Liberation and Social
Transformation in Central America; Monthly Review Press, 1986

Villalobos J.: On the twin-track strategy of the guerilla, in: Foreign
Policy No. 74, Washington D.C., 1989

Weeks J.: Perspectivas para las Economias Centroamericanas hacia el 2000

Crisis sin Salida, in: Lundahl and Pelupessy (eds), 1989

Williams R.G.: States and Social Evolution; The University of North
Carolina Press, Chapel Hill and London 1994

Williams R.G.: Export Agriculture and the Crisis in Central America;  The
University of North Carolina Press, Chapel Hill and London 1986

Winson A.: Coffee and Democracy in Modern Costa Rica; Macmillan, London
1989



Bibliography 297

Winson A.: Class structure and Agrarian Transition in Central America,
in: Latin American Perspectives, Vol. V., No. 4, California, Fall, 1978

Woodward R.L.: The Rise and Decline of Liberalism in Central America,
in: Journal of Interamerican Studies and World Affairs, Vol. 26, No. 3,
Agustus 1984

World Bank: El Salvador: Country Economic Memorandum, Latin America and
the Caribbean Regional Office, Report No. 7818-ES, August 14, 1989

Wuyts M.: Conclusion: Development Policy as Process, in: Wuyts et al.,
1992

Wuyts M., M. Mackintosh and Tom Hewitt (eds): Development Policy and
Public Action; Oxford University Press, Open University, 1992

Zamora M.: Lecture on Labour Markets in El Salvador, Table with Employ-
ment and Unemployment Figures in 1992-1993; Programa Formaci6n Respon-
sables en Politica EconOmica de El Salvador, Heredia, Costa Rica 1994

Zamosc L.: Class Conflict in an Export Economy: The Social Roots of the
Salvadoran Insurrection of 1932, in: Flora and Torres Rivas (eds), 1989



/-
Bibliotheek K U. Brabant

17 000 01241086 7

.--......'-.=

- '     C .65/ -
2

lF./.-: - i-_ 1
ibil .'Ir'
f it#i

TAr

lit  » -I.  ,  -

1

4.
e . F

4-_
"-./

·,  1J:t. 
L

1  --

.,

I   ,    1 1'     1

1 7 - -4                                       1

-       -                                           
'.,  i  \I.- di-                       .   n.- r-                   b-  . r..)- --:

-                                                                 2                                                                                                     0.1,5                /
.%

P.I
-

/ 1
 t.y'

42,-                                  
             .,;:'9Y                                    

          I.  -

.-     ,  . .                                                                         
                                .-                          1« -=.

 - -1 , D.4   6
-                                                     Ell         ,   I/, 23.* *, ..34/k

4.                   ..Se
1, ,r

. 444£- .-1-' .V ..h..        . 7.-,  r

4 1,=

11               :
-J


	CONTENTS
	PREFACE
	I.  INTRODUCTION
	1.  Main issues
	2.  Methodology
	3.  Agrarian transformation and policies
	4.  State autonomy
	5.  Outline
	II. HISTORICAL AND POLITICAL BACKGROUND: THE STAGES OF DEVELOPMENT
	1.  Introduction
	2.  Expropriation of peasant land till the 1930s
	3.  The emergence of workers' organisations prior to 1930
	4.  Recovery of the agro-export economy from the 1930s to the 1950s
	5.  Industrialisation in the 1960s
	6.  Trade unionism
	7.  Political parties
	8.  Illegal popular organisations
	9.  Conclusions
	III. THE AGRARIAN STRUCTURE IN THE 1960s AND 1970s
	1.  Introduction
	2.  Changes in land distribution and use
	3.  Rural classes and organisations
	4.  The changing role of the state
	5.  Economic change and equity
	6.  Conclusions
	IV. THE AGRO-EXPORT ECONOMY IN THE 1970s
	1.  Introduction
	2.  Agro-export growth
	3.  The differentiation among producers in export agriculture
	4.  Employment and incomes of rural labour
	5.  Agro-industry
	6.  The oligarchy
	7.  Conclusions
	V.  AGRARIAN REFORM IN THE 1980s
	1.  Introduction
	2.  Agrarian transformation in Central America
	3.  The design of the Salvadoran reform
	4.  The implementation and impact of the reform
	5.  Contradictions within the reform
	6.  Rural class and reform
	7.  Politics and reform
	8.  Conclusions
	VI. AGRARIAN POLICY AND EXPORT PRODUCERS' RESPONSES IN THE 1980s
	1.  Introduction: Changes in the traditional agro-export model
	2.  Nationalisation of exports
	3. Nationalisation of banking
	4.  Production costs
	5.  Productive capacity
	6.  Abandoned areas
	7.  Producers' differentiation after reform
	8.  Conclusions: Perspectives for agrarian policy
	VII. ECONOMIC ADJUSTMENT POLICIES IN EL SALVADOR DURING THE 198OS
	1. Introduction
	2.  The two basic models of economic policy
	3. Pre- 1980 macroeconomic policy
	4.  Economic policy under the juntas: 1980-1981
	5.  The Government of National Unity: 1982-1983
	6.  The first two years of Christian Democratic rule: 1984-1985
	7. The policy of adjustment: 1986-1989
	8. Conclusions
	VIII. THE LIMITS OF REFORM IN AN AGRO-EXPORT ECONOMY
	1.  Introduction
	2.  Agrarian transformation and economic policy
	3.  State autonomy and pressure groups
	4.  Possibilities and impossibilities of economic policies
	5.  The limits of reform
	ANNEX
	SAMENVATTING
	BIBLIOGRAPHY

