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SMALL-SCALE INDUSTRIEC AND HANDICRAFTS

INTRODUCTiON

in spite of the great efforts made by the Sal-adorean

. Government to promote the development of small-scale industries and

handicrafts, a serics of relatively complex factors has prevented a
complete attainment of the objectives set. This report attempts to
analyse these negative factors. We do not wish to ignore the positive
factors that undoubtedly exist, but we consider it appropriote to make
some comments on what, in our view, prevents industrial progress in

El Saivador, analyse its causes and moke some recomiendstions thit mi ght
provide solutions.

The observations that follow are the result of an analysis
"In situ'" of the present situation of small-scale industries, of which
we tried to obtain representative samples,

It should be noted that several important cvents, which
have had a decisive influence on trade and industry in £1 Salvador, cannot
be analysed through stotistical data; due to the period in which these
events occurred such data is not cvailable, They arc, however, the fcoctors
that have caused a slow-down in th. vigorous progress of the i-dustricl
sector of the Salvadorean economy.

It has been thought relevant tu point out the adverse
consequences that rising unemploymen has for E! Salvador; it can be stated
categericaliy that this is the main problem which the country has to face,
Its prompt soiution is therefore a necessity.

I.  GENERAL ANALYSIS

l.1. Analysis of the general problems. Possible solutions,

The Council for Economic Planning and Co-ordination outlined
@ plan for industrial development for the period 1968 - 1972, which inciuded
smali-scale industries and handicrafts., The results obtained so far have
not llved up to the expectations it generated. it Is therefore important to
understand that causes that contributed to this lack of complete success,
and to find a viable solution to the problem.

l.1.1. gonflict with Honduras.

Small-scale industries and textile crafts lost an excellent

-market for manufactured products and artisan cloth, We were told in various y

organisations that thls was the cause of the critical financlal position In
which most of the textile workshops in San Sabastian find themselves; it was

.




also said to be the cavse of the difficulties that small-scale clothing
and shoe industrinss, and in genecal all small-scale industries and
handicrafts, have had to face.

1.1,2. Envisaged solution,

A search for new markets, for which the following pre-requisites
are necessary: a) An improvemcnt in the Guality of products
b) A lowering of production costs.,

a) The firsi i these pre-requisites can be met with permanent
technical assistence, which must b vrevidad unitil tne small industries are
able to stand on (heir own fect, This assistance must be directed towards

Improving wontrol of raw matericals, standardising production, controlling

the quality of tie manulactured product, training spcecialiseo staff and
studying marketing and public rclations techniques.  In order to obtain
positive results the co-operation of national and international organisatlons
shouid be secured. Mc-eover, given that similar atiempts have failed through
tack of an efficlent progranme, adequate co-ordinaiicn of the sectors Involved
I's necessary,

b) Industrialisatlon beglns when valuz s added to raw materials,

Two factors reduce the competitiveness of manufactired products in non-tradltional
markets; the cost of domestic raw materialse, and the cost of imported raw
materials. Labour is efficient and its cost is lower than average. ( A
reductlon of marketing costs is therefore necessary to make commodities more
competltive In non-traditional marets). We shall refer to this again when
analysing each industry separately, for it is one of the key factors in the
present industrlal recession.

1.2,1. Causes of the individualism of the small-scale entreprereur.

Small-scale entrepreneurs are in general self-made meu; they
have reached their position by showing greaier initiative, and often, too,
warough fortuitous circumstances. They are proud of their achievements,
and this @ccentuates the characteristic Latin tendency to indlvidualism
which resuits in a reticent attitude towards association. They also tend
to demincte ali sectors of the enterprise; the owner or his relatlves manage
the production uait and also take carw of administration and of marketing,
There is a noticuable reluctance to adopt technloglcal improvements.

Glven that growtn implies a more complex administrative apparatus, cutreprencurs
of ter preier steanction Lo losing dlreci control over thelr factory, All
thls leads to inefficient managerial methods,

1.2.2. Fnvisaged solution.

It will be necessary to polnt out clearly the disastrous
conseguences of the lack of associatlon, and to explain what goals can be
obtalned through it. The prellminary steps to be takm ale:

a) The creation of an Assoclatlon of Enireprenenurs. This wlll
;

ecilitate mutual understanding and will help prevent disloyal competition,
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It will enzhle entieprencurs to defend their common interests, to draw

the atteniion of the Government towards small-scale industries, to take

the necessary steps to ensure that the existing laws for promoting

small-scale industrics are effectively implemented, and to lobby for

suitable legislation and a simplification of export formalities and tax points,

b) The iaw by which the Institute for Co-operative Developrent

was created grants a certain number of prerogatives to industrial co-operatlves.
The above type of association is advisable, once the general aims of co-op-
eration are suiliciently understood. Some experiments which are being carried
out by the writer ailow che results of this type of venture to be viewed

with moderate optimism.

c) A number of laws have been promulgated to promute small
industries, such as, for instance, the law that created the Salvadorean
Institute for Co-operative Development, whose purpose is to promote all
forms of co-cperative avsociation; the law that created the Guarartee Fund
for smal! industries, the law for e promotion of exrorts, etc. We shall
not attempt to analyse all these laws, but it must be said that they are
clear and provide generous support to this type of industry. However,
those which deal with financing or credit should stress the imporiance of
entreprencurial association by granting, for example, preferential credit
terms (0 such associations, thus discouraging the tendency towards
Individualism,

2, The role of INSAFI in the develspment of small-scale industries,

Given that iNSAFi is the organisation responsible for
Industrial deveiopment it will also be responsible for the implementation
of development plans foir small-scaie industries. it should co-operate
with INSAFOCOOP in preparing a plan of action that would allow for sufficlent
complementarity in their respective activities. The role of INSAFOCOOP
would be to promote industrial co-operatives, provide them with iegal and

administrative advice and control their progress: INSAFI would provide
technical assistance ard credit tc smal) industries in general, giving
preferential treatment to co-operative organisations, The technical
assistance provided by INSAFi would also ensure that co-operatives benefit
fully from tax exemptions and from the various laws on export promotion,

It must be pointed out that the present situation of small-
scale industries is so precarlous, and that the consequences of this state
of affairs are so serious for EI Salvador, that the promotion measures
described above caanot be considered over-protective,

On matters concerning the internal organisation of |NSAFi
our views coincide with thoss of the UNiDO experi ing, Eduardo Vega Bar8n,
and we fully endorse his recommendations. It would therefore be
superfluas to trcat the matter here.

|
|
|
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3. Concrete plans for the development of small--cale Industries
and handicratts,

3.1.0, Project for_improving the catch and marketing techriques
of fisheries and indusirielising the traditional fishery centres,

A project for transforming the present rudimentary techiques
and organisation of artisanal fisherles into an efficient enterprise from
which both fishermen and consumers would benefit Is included as an annex (2).
it can be said briefly that the cat~h techniques now In use are obsolete,
that an excessive numor of intermediaries (4) is involved in the marketing
process, that the hondling of the fish is unhygienic and that markets are
only irregulariy <upplied with the product.

Fishermen's incomes are at subsistence level. Fizh consumption
in E1 Salvador is oniy 2.1 kg per capita p.a. whereas the average in
Latin America is 6.5 kg per capita p.a. The reasons for this are the low
purchasing power of mosi of the Salvaziorean consumers and the high prices
that result from the deficiencies mentioned above,

The implementation of the suggested plan Is viable in the

medium term; in not more than two years all its stages, including the
creation of a National Fuderation, car be completed,

3.1.2. Work already completed,

a) Visits to Puerto La Uni&n, meetings with fishermen,

informai talks on the subject of Cu-cperation. The |siands of Meanguera

dei Golfo, Conchagulita and Zacatiilo were also visited, We be'ieve that
these communities are sufficientiy motlvated to initiate the experiment

once the pian suggested by the Administraiive Councli of INSAF! is approved.

b) Puerto Ei Triunfo.

During the course of two visits to this focality, we
succeeded in persuading an existing Gulld of ariisanali fisharmen to designate
an interim committee for organising a co-operative. We believs that
Intensive work is necessary to ensure the success of this experiment,

¢) Puerio La Libertad.

We visited the existing co-operative twice, and during the
second of these visits, we had informal taiks with members of its
Administrative Councii, We pointed out some errors in the structure of
the co-operative and suggested the Idea of estoblishing a National Federation,
based on an agreement of which an outiine is inciuded as an annex. (i)

d) Puerto de Acajutia.

We had informai taiks with the promoters of the co-operative
and took note of its needs 'n order to make a general extimate of the
amount of capitai that wouid be necessary to implement the plan in this
locality,
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e) Visits to cipply centres in order to evaluate their needs.
These are enumeraied in the correspondinrg annex. (2)

3.1.3. Recommendations,

it should be stressed that fishing is an unexploited resource
in El Salvador, The impiemcntaticn of the suggested plan should not be
postponed, Finance, technical assistance, and ahove all, the co-ordination
of the efforts which have been made separately by the Peace Corps, the
Ministry of Finance, tie Ministry of Agriculture, FAO, INSAFI, and the
National Committee for Security and Development (Corisidn Nacional de
Seguridad y Desar.ollo) should all be taken into account in the general
planning, which could be based on our suggestions,

3.2,1, Small-scale clothing industries.

There exists a small Guild which sponsored a meeting during
which the expert delivered a short lecture on industrial co-operation and
the advantages to be obtained through association. It was agreed tc initiate
co-oruinated work and the expert was asked to outline a preliminary plan
to be discussed at the mombers' meeting. In view of the fact that agreement
was not reached on whether a co-onerative ought to be organised or not,
the expert suggested some amendments to the Guild's by-laws and a shori-and-
medium term plan of action, In view of the idiosyncracies of the entrepreneurs
engaged in thls type of industry, short-term results are not to be expecied.

These amendments and some rccommendations ore enclosed as an
annex.(6). In addition, it is useful to bear in mind the folicwing points:

a) The clothing Industry is one of the most Important sources
of emnloyment in El1 Salvador;

b) Workshops operate only one shift, which Iimplies underuti)isation
of capitai. On the other hand, demand for the products is low;

c) Exports are made virtually impossible by an excessive emphasis
for profit margins. In order to clarify this we will make a general
“nalysis of the situation, based on a study of official sources and on visits
to severd factories,

3.2.2, Domestic raw materials.

The main supplier of cotton to textiie industries sells it
at the minimum price In international markets; btut these are cash sales,
whereas when cotton is sold for export, 6 month's credit is granted.
The margin of profits of textile industries is approximateiy 68%. Not all
the products are of good quaiity.

3.2.3. Imported raw materiais.

We requested from the responsibie offlcials some samples of 4
materials and their f,o.b. prices, and checked the prices of distributors;
these turned out to be 70% higher,
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3l 2.1‘.

In addition, let us examine the cost structure of a small
shirt factory, which can be considered representative of the sector,

July = June
(value in colones) %
Nett sales 322,264 100
Basic Costs
of which: Raw Materials 194,872 60.47
Labour 2h,212 7.51
Running Costs 7.119 2,21
226,203 70.19
Gross Profit 96,061 29.01
Administrative Expenses 23.405% 7.26
Sales " 12.569 3.9
35.974 i1.16
Nett Profit 60.086 13.65
MWMENETET TR — E————
rsonngl Administration 3
workshop b2
Sales 3
Total . Lé

SRR XL T TN

We observe from this simple analysis that the relationship
between administrative end production costs leaves much tc be desired.

A plece-work system is operated which minimises labour costs,
Moreover, about 907 of the workers are women and children, a fact that is
reflected in the quality of the product. But it is undeniable that the
main reason vhich the product Is not competitive in nen-traditional markets
Is the cost of raw materials. It Is thercfore necessary to insist on the
creation of arrangements for the joint buying of raw mateiials and equlpment
they require.

3.2.5. Recommendations.

a) To Insist on the promotion of community spirit in general,
and to secure the co-operation of the greatest possible number of entrepreneurs
in this sector,
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b) Te facililale customs procedures to create tax-bond areas,
to simplify admini<trative procedures and promote credit to associations
and development uf the Guarantee Fund,

c) To promote a pilot project for crgonising clothing industries,
rationalising the workshops and making administrative, purch:sing and salcs
methods more efficient.

d) Once the project Is under way, to supply the existing demand

for the product (they come mainly from the U.S.A.), thic will employ
additional labour,

3.3.1. Shoe industry,

A meeting which was attended by an appreciable number of
shoe-factory managers was held in INSAFI. As a result of this meeting,
2 work plan was outlined, part of which has already been, and part of which
is in the prccess of being, completcd.

a) Visits to four workshops that can be considered representative

of small-scale shoe factories, These visits were made with Ing.John P, Allchin,
ing. Eduardo Vega Barén and Llc. Jos& Maria Vidal, in order to determine
whether joint action to achieve rationalisation of activities was feasible,

b) Joint work with a co-operative to which the cxpert suggested

some modifications In its by-laws, in view of the fact that It was a
productive socicty, The expert advised the cc-operative on this matter,

and assisted it in obtaining recognition as productive society at INSAFOCBOP
and the Ministry of Finance. From now on this co-operztive will market the
products of its members and will also manufacture part of the final product
in orde to rationalise Its workshops,

<) Pilot experiment in a workers' co-operative.

With the approval of the proprietor of the workshop and in
order to throw off the yoke of the "tinancial expert'' who more or less
managed it, it was decided (with the approval, 2!50, of the head of INSAFi's
Promotion Department) to convert into a co-operative a shoe-manufacturing
workshop that employs 3b workers. NSAF} will support this venture by means
of a special loan of 80,000 colones. The workshop will function as »
workers' productive co-operative and would be the first of its kind In
Ei Sclvador. The necesscry guarantee would be provided by the special Fund
that has recently been created, Special attention should be devoted to this
experiment, for organisations of this kind coulo help to some extent In
providing a solution to the problem of unemployment in El Salvador.

The experiment ic at present in its initlai stages. The benefits
to be expected are:

3.3.2.a) Rationislisation of production: when the product is individualliy
marketed the various distributors require a great number ¢’ different lasts, |,
a fact that raises costs and creates difficul ties when organising production,

3.3.3.b) Raw materials are supplied by a small number of importers who,
as In the case of (he ciothing industry, obtain iarge protits in the
marketing process, thus making export-oriented production very expensive.

7.
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However, it must be stressed that if quality is inproved it will be possible
to seek new markets; prices, in spite of the factors mentioned above, are
competi tive when compared with those in countries where the cost of labour
is iigher,

3.3.4, Recommendations

They have  already been suggested in the course of the anailysls,
They are, briefly:

a) To promote the creation of a Chamber of small-scale shoe
manufacturers,

b) To increase the cfficiency of the already existing co-operative
so that it will be able to operate as o secondary orcanisation for purchasing
and marketing the products of workers' productive co-operatives,

c) To carry out & study of narkets, and to investigate the
possibility of purchasing directly from abroad the necessary raw materials
and equipment, making use of the provisions included in the laws for the
promotion of industry. We include below an analysis of the costs structure
of a small workshop that produces weekly 182 pairs of shoes for children

In thrce different models and employs 14 workers

3.3.5. Structure of costs,

value in colones per pair %

Production cost 5.82 100
of which: raw materials 3.h2 6i
labour 2.10 381
of which: skilled workers .40 25.4
half-skilled workers 0.70 12.7

Sale price 6.50 1.7
Profit 0.98 16.8

The relationship between the cost of raw materials and the
cost of labour is reasonable, but if we take into account the average output
per worker and the cost of labour, and carry out the relevant caiculations
we reach the conclusion that the average monthly salary is approximately
109 colones, which is fairly low. We must insist on the need for rationalising
productlon and on the fact tnat only support from a secondary organisation
can save both the Salvadorean worker and the small-scale entrepreneur,

3.4.1, Furniture industry.

in order to compiy with point 5 of INSAFI's yearly plan,
which calls for 'contributing to the development of small-scale industries ‘
and handicrafts by facilltating the marketing of their products and providing

v 8,
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the necessary techrical and financial assistance’, the entrepreneurs in
the wood industry sector were asked to attend a meeting at the Society of
Salvadoreon Traders and Industrialists during which the following points
were discussed:

a) Present sitvation of the wood and furniture industry in E1 Salvador;
b) Joint purchasing and marketing;

c) Aspects of industrial rationalisation;

d) Credit facilities granted to wood and furniture industries

by the Guaranter Fund for small-scale industries.

During the meeting it was decided to convene another meeting
for the purpose of creating a cn-operative of furniture manufacturers.
The expert was asked to collaborate by giving technical advice on its
organisation. The preparatory wort for this second mceting has invoived;

3.4.2 Visits to several furniture workshops.

During the course of visits to several furniture workshops,
the foliowlng facts were observed:

a) The same type of equipment is to be found in each of these
workshops but It does not function at its full capaclty in any of them.
This is due to the absence of an organisation that wouid reguiate and
supervise credit, the present system fosters Individuaiism and thus much
needed capital is wasted, '

b) The absence of an Assoclation makes It impossibie to

purchase the furnaces for processing the wood; this means that the
requirerents for export-orlented production are not met, which is to be
regretted as the Saivadorean carpenters are highly skilled and there exists
o great potential market for the product in countries outside the Centrai
American Coinmon Market, especially in the U,S.,A., An Assoclation wouid

make the purchase of these furnaces financially viable; this Is onc of the
main objectives of the co-operative that is being formed.

The characteristics of this type of enterprise are common
to all smali-scale Industries In Ei Salvador: the owner supervises ail
activities directiy, and the enterprise loses momentum through lack of
capital, of credit and of efficlent personnel, Skilled workers are now
scarce In this sector; this is due main'y to the lack of training centres,
And_ because profits are in generai high, the entrepreneurs are not
sufficiently motivated to eapand their workshop,

3.4.3. Recommendations.

a) To channei credit through Associations,

b) To secure prefentlai credit terms for co-operatives.
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c) To conrinue the task of convincing the small-scale furnlture
entrepreneur of the advantages of joining an association, it is hoped
that in some time, provided the neces,sary support is given, it will be
possible to obtain concrete results,

4, A brief sumiary of the laws for the promotion of Industry in E1 Salvador,

Comments.

b,1.1. Law regulating commercial and industrial actlvities,

Its purpose is to specify under what conditlions forelgners
are allowed to excrcise commercial and industrial activities in E! Salvador,
and also to promote smail-scale commercial and industrial ventures.

4.1.2. Comments,

It is generally believed thot its Implementatlon should be
carried out in a more flexible and pragmatic way, and that it should be
complemented by the creatlon of a sub-contracting exchange., Legislation
should ercourage prompt action, In general, it can be said that the main
objectives of this law are sound.

h,2.2. Law for the promotion of exports.

Its objectives is to piovide export incentives to aiready
functioning enterprises; these incentives are provided mainly for exports
to areas outside Central America.

h,2.2. Comments.
This law should be complemented by provisions for expediting
customs formalities and for elimlnating those factors which raise the

cost of non-traditional products.

b,3.1. Law for the promotion of industry (amended),

It s objective is to support those enterprises that make use
of efficient industrial techniques and which:

a) Transform raw materlals,
b) Process agricultural, apicultural and fishery products, and fowl.
c) Set up and / or =ssemble units, sub-unlts and / or parts;

these industries are included in a plan for industrial integration.
d) The law also extends to ship-building enterprises.

3.4,2, Comments.

Glven the need for new Jobs that exist in El Salvador, thls
law is vitally lmportant; however, it should be compiemented by promotion
and assistance activities which, although more 1imlitcd in scope, would
effectively create new job opportunities,

10.




The implementation of the law is often obstructed by the
bureaucratic. apparatus. We belleve that an inter-departmental committee
should be appointed to co-ordinate and regulate the Implementatlion of
legislation on these matters.

b4, 1. Law creating the Guarantee Fund.

Its olbjective |Is to glve access to credit to small-scale
entrepreneurs,

b.b.2. Comments.

The Funrd has only recent!y been created. Glven the leve) of

_.resources of those entrepreneurs that are beglnning to make use of the servlces

it provides, It would be advisable to simpllfy the procedures. The structure
of the Fund should be simple in order to avold excess]ve costs; and flexlble
enough to provide solutions to the problems of small-scale entrepreneurs
Instead of burdening them with an additlonal one.

5. fxposition of the principles of co-operation.

The expert was requested to dellver a lecture at the Salvadnrean
Federation of Small-scale iIndustries. Among other things, possibilities
offered by the Guarantee Fuiid were explained,

§5.1. Lectures at the Ricaldone lnsfltﬁte.

By request of the Director of the Instlitute, two lectures werc
delivered to graduates of this Institute. The subjects treated were;

a) History of the co-operati.e movement,

b) The goals of co-oberatlon.

¢c) Different approaches to co-operation, and different types
of co-operatives.

d) What is an industrial co-operative? What are its objectives?
e) How to organise a workers' productive society,

f) Some sampies of Industrlal co-operatives.

9) How the graduates from the Ricaldone Institute could organix
an industrial co-operative,

h) Financing methods, market research, capital formation,

i) Legal, administrative and technical organisation of an

industrial co-operative.

5.2, Lecture at the Centri! Amerlcan Technologicai Institute,

A lecture on the subjects enumerated above was dellvered at
the Central American Technological Institute.

1,




In addition, a lecture will be delivered at the Institute
for Social Vork (Instituto de Trabajo Social) on the subject of co-operation
as an Instrument for community deveclopment,

5.3, Collaboration with the Foundation for Development and Low-cost Housing.

A department on INSAFI has asked us to cu-operate with
this organisation whese aim is to promote development in deprived areas.
its members have been working on mutual aid projects and this experience
makes them receptive to the idea of co-operation,

The objective is that artisans should orgonise small workshops,
based on the principle of solidarity and correctly organised from the
start, A plan for an Assembly of residents committees is included in an
annex (9),

6. Co-operative of Ilobasco.

The new by-laws, drafted by the expert in collaboration with
iNSAFBCOOP are the first by-laws for a handicraft co-operative in El Salwvador,
They were approved by the members of the co-operatlve, and work has already
begun. We are waiting, though, for the completion of the Infrastructure
works Initiated by INSAFI which are part of an ambltious project for providing
new jobs in the production of artisanal pottery, The above mentioned
by-laws are Included as an annex.(7).

Conclusions.

Given the present circumstances, small-scale industries can
play a very lmportant role in the Salvadoiean economy by increasing non-
traditional exports and by accelerating import substltution., The support
given to facilltate their growth, the Incentlve given to associations
by tha corresponding organisatlons through the channeis thet have already
been mentioned, will set up the framework for their development. It is
necessary to draw attention to the problem of motivation in order to avoid
repeating past mistakes, the consequences of which are still noticeable,
The work initiated by the expert is too extenslve to be completed In the
foreseen period; It is therefore necessary, as ve pointed out in our
first report, that the required staff have to be tralned, and to concentrate
the efforts on a few pllot projects, on which a team of international
experts would carry out experimental work.

Finally, we recommend a simplification of the methods by
which the laws for the promotion of Industry arc implemented, and a better
co-ordination between the organisations responsible for their implementation,
in order to avoid confusion between the means and the ends.

Juan Jos€ Sanchez.




F 2
AR I

REPORT ON THF, VISIT TO THE TOW:# OF LA UNION AWD THE 1SLANDS MEANGUWRA
AWD CACATITLO

From: Juan José Sanchez

To ¢ Ing. Carlos Alonso Campos

Participsnts: A botenist and two of his assisteats, s civil ergineer, an
agricultural engineer.

Interim analysis of the communities:

1. Le Unidn

The great majority of the population is composed of fishermen who use
ve.y rmdimentery techniques and sell their produce individually to local re-
tailers. Prices on the market are high duc to the numter of middlemen in-
volvcd (in fact, there is a threefold increase ir prices by ihe time the
figh reaches the consumer).

e o fm fEm R BN Sl Em

Attempts were made to form an association but this initiative met
with no success, mainly because of the lack of technical assistance cnd of
community spirit.

[ ]
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1 The stendard of living is very low; incomes are virtually at sub-
sistence level.

2. Island of Meangueru del Golfo

Population: 1940; there is a Town Hall, & Health Centre and a school
(three teachers). it is ethnically homogencous community that has its natu-
ral leeders #nd has not suffered from unsuccessful experiments in community
work.

The fishing and distribution techniques are primitive and digorganised.
This is due mainly to a vicious economic circle that has prevented an effec-
tive development; there has thus been no modernisation of the island's infra-
structure nor of trarsport methods, and no search tor a more rational marke~
ting system; a refrigeration plant does not exist, and inadequate nets are
still being used.

3. Island of Zacatillo

We only carried out an informel survey of the. islend: several offticials
from the Ministry of Labour were ut the moment thei: and we did not want to
jnterfere with their sctivities. The popwlation clearly wishes to see things
change.
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From & technical point of views

&) Fishing techniques should be improved in order Lo reduce costs.

Some of the more imrmcdiate needs are:

1. Outboord engince for the boats.

2. More adeguate nets.

3. A freight lauuch to serve the islands on the Golfo de Fonzeca.
k. Modern fiching erpliances.

5, Greater port facllities.

From a commercial point of view:

a) Launch an extensive publicity cempeign in ncwspapers, radio ard television,
presenting, for instance, a cemparative price chart of foods that contain
proteins. This could increese demand for fish.

) Costs should be cut down by leaving out middlemen and accclecating trans-—
port. When this is achieved the low per capita fish consuaption in the
country (2.2 kg. p.a.) will tend to equal the Latin American average

(6.5 p.c. p.a.).

~) Hygienic conditiocns should be improved and packages chould be made more
attractive.

d) A risc in demand vill make it necessar, to stabilise production. Fishermen

should consider their trade as a stable and not a gporadic o~cupation (as
is frequently the case) in order to maintain & ccnstant level of outyput,

From an industrial point of view:

a) It is advisaeble (for econcmic and for hygienic ressons) that the industrial

processes be the responsibility of the 2nd degree co-operative already
mentioned.

b) It is aleo necessary to study the possibility of refrigerating and freezing
the fish both in the fishing and in the warketing ceutres, and of using
polythene bags for vacum packing.

Transport:

a) It is necesesry to make a study of adequate distribution networks. If marke-
ting is mede through a 2nd degree co-operative thic will be easier, and
competition between cu-operatives will be avoided.

b) Transport nust be rapid and hygienicj even for short distances refrigerated
vans should be prefersed.
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MEMORARNDUM
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From: The =xpert on inductriil co-operatives

To ¢ Ing. Carlos Alonsc Campos

Re : Basis for a fishery co-operative plan (cumplementary report) or
Statistical data was provided by the Fisherics Section of the Ministry
of Finance.

Fishery co-operative cf La Libpertad

A visit was mzde to the "Cocoperativa pecquera La Libartad" in order to
snalyse the positive espcets of the experiment and adept them, if pessible,
to a similar venture in the Golfo de Fonseca,

These positive aspeets are:

a) Fiching techniques have been eonsiderably improved thanke to the advice end
supervigion o Peasce Corps expertis;

b) A certain forn of association has evolved, again thanks to the efforts of
a Peace Corps volurtieer;

¢) More eflicient marketing techniques have causes the fishermen's earnings
to rise perceptibly,

But some negative aspects could also be observed:

a) There exists no co-operative spirit in the truc sense of the word. For
example, fishermen sell their nroduce to third parties when uffered a
better price;

b) Most of the fishcrmen's work tools are their own property cnd rot the co-
operative's;Tuis accentuates the fisherman's tendency to individualisn;

¢) The conditions in which the fish is handled are far from hygienic; this
diminighes the sales;

4) There exists no real interest in the co-operative: its commerciel and
teciinical operations are handled entircly by the co-operative's employees.

Recommendations:

a) Members should exercise a more direct control cver their co-operative's
activities. Flans and progremnes should be formulated by the Administrative
Board and carried out hy the mansgerent.

b) Members shoull also study the principles of co-operation, its socisl ard
economic rdle, the individual and collective advantages it can provide end
the measures vhich would ensure its success.
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CONCLUSIONS AND RECOMMENDATIONS®

It is obvious that rational use of the natural resources of the area
will not only increwse the earnings of tre populaticn dut will elso provicde
cther communities in El Salvedor with a greater variety of fighery produce
at lower prices.

We therefore recommend:
1. To carry out market research for the produce of tne three localilies;

2. To secure the collaborati~on of the expérts on fisheries from the Peace
Corps who are uat jresent working in El Salvador, in order to improve the
techniques used;

3. To finance a pilot project according to the following outlire:

n) Eastablishment of a fishery co-operaitive society in Meanguera del Golfo
with the administrative and juridicel nssistance of the expert on in-
dustrial co-operatives from UNIDO, the technical assistsance of the Peace
Corps and assictance in market recearch ete. provided by INSAFI expertsy

b) According to the positive results of this experiment, establishment of
similer basic co-operatives in La Unidn and Zacatillo.

¢) These co-operatives would be inlegrated in & 2nd degree co-operative
which would eventually join & federationj collective marketing and the
construction of & refrigeration plant in La Unidn would mcke industria-
lisation possible,




PRELTMINARY OUTV.THE OF THE ORGANISATION OF CC~OPERATTVL FISHERIES

Co-operative Puerto La uUnibn Zacatillo

(Basic Co-operative of the Meanguersa detl Golfo
Eastern Region). Tunarindo
Co-operative Puerto E1 Triunfo Cantbr de 1u Zorra
(Basic Co-operative of Puerto Bahia de Jiguilica
El Triunfo), Isla dc la Pita

Co-opcrative Puertc La Libertad,

Co-op~rative Puerto de Acajutla Berra de Santiago

(Basin Co-operalive of the Los C%banos

Western Region), ‘ Cara Bucia

San Salvador Federation of basic co-operatives

This outline should of course be iscussed Ly experts in the different
branches, Once egreement on the genersl .tructure is reached it will be possible
to take the following coursc of action:

a) Obtain the collaborntion of Peace Corns volunteers working at present in the
"Co~operativa resquera La Libertad", vs well as that of other experts,

b) Tie Institute for Co-operative Developmen®t (Instituiov de Fomento Cooperativo)
and the Ministry of Finance (who are responsible for the develcpuient pro-
grammes for co-operatives and for fisheries, reapectively) will also provide
experts. Their work should start by selecting and training leaders in the
communities and by making the people understand clearly the objectives of
the project, the ueans to attain them and tre respective tasks of the groups
or indiviguals invelved. It is also necessary to strecr the poiut that the
Project is part of & development plan and not of & social aid programme.

¢) These experts will introduce the basic ideas of co-operation thus: the Peace
Corps will be in charge of the regions of Tamarindo, Acajutle and La Libertad;
the Institute for Co-operative Development will be in charge of Zacatillo and .
Meanguers del Golfo; La Unidn will be the responsibility of the experts from
the Ministry of Finance. INSAFI will collaborete with the work of the expert
on industrial co-operatives and will study the possibilities available for
the financing of the project,

The basic co-operatives will be managed by an Administrative Board
formed by representatives of the affiliated organisatizns,




Basic Co-operative ~f La Uniba:

Affiliated organisations® Islaud of Zucatilln, Meanguera del Golfo, Tama=
rindo, La Unidu.

The Administrative Boards of the affiliatel orgenisations will t» con-
posed of 5 members (s substitutes), They will have & President, a Viee-president,
& Secretary and a Treasurcr;the function. of rach will be specified in the by-
laws. Each affiliated ovganisation will have representatives in the Admini-
strative Board of tlie basic co-operative; their number will te proportional to

the number of members, thus: ) s
La Union 2 representevives

Tamarindo ¢ 1 reprececntative
Zacetille : 2 representatives
Meangucra : 1 representative
del Colfo (*)

A President, a Vice-president, & Secretary snd a Treasure will te elected,
a8 also 6 substitutes,

In both the affiliated organisations and the basic co-operetives there will
fuiuction Coutrol Boards which, in the affiliated organisations, will be com-
posed of 3 members end their substitutes, and in the basic co-operative of one
reprecentative of eacii affiliated organisetion.

Besic Co-operative of Pucrto el Triurfo:

Affiliated organisations: Bahia de Jiquilisec, Cantbn de la Zorra, Isla
de la Pita,

The Administretive Boards end th:z Control Boards will be organiued in the
same way ec in the basic co-operative of Le Unibn and its affiliated organi-
sationc, Bahia de Jiquilisco will have 3 representatives in the Administrative
Board of the basic co-vperative, vantdn de le Zorra will have 2 and Isla de la
Pita 1, (¥*¥)

The basic co—operative of La Libertad is slready functioning.

Basic Co-operative of Acajutla:

Atfiliated organisations: Barre de Santiago, Dpto. de Acajutla, Los
Cbburovs, Cara Sucia,

The Administrative Boards and the Control Boards will be organised in the
samc way as in the basic co-operative of La Unibn and its affiliaved organi-
sations, Barra de Santiago will have 2 representatives in the Administrative
Board of the basic co-operative, and the reni of the affiliated organisations
will have one, (¥*¥**)

(*) There are 137 boats in the La Ynibn region, 80 in Tamarindo, 159 in Zaca-
tillo and 90 in Meanguera del Golfo.
) There are 250 boats in Jiquilisco, 134 in Cantén de la Zorre and 47 in
Isla de la Pita,
(#%%) There are 72 boats in Barra de Santiago, 48 in Dpto. de Acajutla, 13 in
Los Cbbanos and 21 in Cara Sucia,

(ﬂﬂ
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Operational Organisation:

In each of the organisation en employee will be responsible for clecsi-
tying and weighing tiie cetch. The number of siaff in each of the co-operatives
and other aduinistrative matters wiil denend on its size. The organisations
vill operavc according to the following ;eneral outline:

2) Deliveries mede by members, affilisted orgunisations or basic co-opz:atives
will be carefully resuiated.

b) Administrative costs will be shared proportionally according to the weight of
the catch and its price on the nmarket.

¢) Payment to fisherme: will depend not only on the weight of tie catch but also
on its quality.

d) A register of all deliveries vearing the signature of the responsible em~
ployee will be kept; this will be the probatory document in any dispute that
might erise,

e) Acministrative costs ill be slightly raised &s a precesutionary messure. Part
of the anuual surplus will constitule the dividends and the rest will be
distribuced in proportion to ihe use wuade of the services provided by the co-
operctive,

f) Fisherren will dcliver their daily catch to their local co-operetive, which
in turr will deliver it to the basic co-operative of the region. In both these
centres the veight of the catch will be entered in a regicter which vill be
signed by the fishorman and the person in cherge of taking deliveries.

—
A—

] The basic co-operative will distribute the fish according to its weight and
quality to the markets olfering the highest prires. Marketing (either on a whole-
gale or a retail basis) will be centralised: this will cut down the number of
middlemen involved and will guarantcc better hygienic conditions during distri-

_~- bution. A 2nd degrec organisation will be responsible for marketing, es also for
accelerating industrialisation and for financing and export procedures. Tts nceds
ond growth will determine its administrative structure; added costs resulting
from superfluous buresucracy are to be evoided,

This memorandum is merely the draft of a plan for organising the existing
small-scale fisheries. Its objective is to provide a basis for co-ordinating
the work that is being carried out by the Ministry of Finance, TNSAFI, the Peuce
Corps and the Institute for Co-operative Devclopment. Discuscion at every level
and effective team wori will convince the fishermen of the necessity of co-
operation; and the communities will not be disoriented and discouraged by a variety
of un-coordinated projects that produce few concrete reaults.

i
i
|
i




|
i
i
I
i
i
i
!
i
i
!
!
]

. .

a)

b)
<)
d)
¢)

f)

9)

CO-OPERATIVE 0" ACAJUTLA

The community has its leaders and is favourably disposed
towards group action,

Fishermen huve alrecady decided tu form an association,
The catch Is reasonably good,
It is an ldeal fishery centre for the western coast,

The cost of Improving the existing wharf would not be
excessive,

The fishermen are aware of the benefits to be obtained
by means of secondary organisation, The community is
well organised and has already done some group work,
such as buliding the hall In which meetings are held,
some work on the wharf, etc,

There is an excellent market for fresh fish in the town
and the district of Sonsonante and in Acajutla ftself,
which is the country's most Important port,

Immediate needs;

2.

4,

5.

A cold room of $x5x3 metres for storing the fish., This
would improve hyglenic condltions and would c~able fishar=
men to cope successfully with fluctuations in demand,

A refrigerated trailer that would be coupled to a vehicle
which would be provided by the regional fishery project,

Financing of a one-month publicity campaign to promote
salies of fresh fish in the Sonsonate district,

Technical assistance for marketing and industrialisation
of production, it could be provided by the Peace Corps,
some of whose members are experts on fisheries and by
FAD, who has alrecady made studies on the matter,

Eventually and in order to strengthen the co-operative,
the purchase of four 16=-foot boats with engines of 6HP
shouid be financed., These boats would be the property
of the co-operative.




CO-OPLRATIVE_ OF EL TRIUNFQ
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a) Until now its leader: have nct been members of the
comunity but members of the staff of the Minlstry of
Labour and an official from the Ministry of Finance
who voluntarily gives technical »dvice to the co-
operative on Saturday aftcrnoons,

b) They are fully aware of the need for an Assoclation
and have already formed a 'group of fishermen of
Pueito FiI ITriunfo, At itc most resent meeting the
group declded to establlsh a cc-oneratlve.

c) In spite of the | .dimentary techniques which are being
used the catch Is often excellent, The Assoclation
wiil undoubtedly be successful,

d) There is a good market for the prexduct In the Usulutdn
district,
e) There exists no port Infrastivcture. This problen

could In princlple be soived by means of the collabor-
ation of thc shrimp industries,

f) The fishermen ihave grasped the principle of a secondary

organisation, Thls matier was fully discussed in the
course oi two consecutive meetings,

jmmediate needs;

). A cold room of 4x5x3 metres, needed for the same reasons
that were pointed out In the case of the Co~operative of
Acajut’a,

2. A vehicle to which a refrigerated traller couid be
coupled,

3. Financing of a promotion campaign In the Usulutan
district,

4, Technical assistance for marketing and Industrialising
production,

5. Four 16-rfoot boats with engines of 6HP,

Comments

It must be kept In mind, particularly In the case of
-these two co-operetives, that a greater rationalisation Is to
be sought In fishery areas. !t Is also useful {0 consider the
aoals: lowering the price of food-stuffs with high protein
content, Improving the hygienic conditions during the market ing
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prccess, creating new work opportunities and developing small-
scale iIndustries which will gradually replace artisan crafts,

CQ-OPERATIVE _OF LA _LJBERIAD

) It is already functioning successfully., It is
advisable to reconsider the rejection of Its
request fuor a loan; the facts have shown clearly
that If credit had been granted the growth of ihe
co-operative would have been far more rapid.

») . $everal shortcomings can be observed In the
storage methods and in the.conditions in which
the product s transported; it is necessary to
stress the fact ihat strict hygiene is necessary
if saies are to be increased.
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ARNEX 3

MEMORANDUM

To: The permanent member of th2 Committec for Security
and Develiopment = Northern Zone.

From: Juan José Sanchez,

Re: Preliminary plan for a Congress of Artisanal Fishurmen

Purpose

Analysis of the present situation o1 the Saivadorean
artisanal fisherimen, of ways to combat poverty, of
methods for improvino the catch and the marketing
techniques and of industrialisation and financing
problems,

Date

To be fixed as soon as pessible,

Sponsoring body

The National Committee for Security and Development
for the Northern Zone.,

Leo=sponsoring bodles

The Saivadorean institute for Co-operative Deveiopment,
the Ministry of Finance, INSAF| and the Agency for
Rural Weifare (ABC),

Honorary President of the Congrcss

The Chairman of the National Committee for Security
and Develiopment for the Northern Zone,

Executlve Co-ordinator

René Hernandez Escobar (Promoter of Co-operat ives
at the Flrance Ministry),

docality

(A suitable location keeping In mind the practical
considerations),

Peleqates from the Assoclations of fishermen and
¢bservers from the various Government departments
wiil attend the Congress.

L}

1.
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Delcqates

They will dlscuss the papers previously submitted
to the corresponding comniitees. They shall have
the duty to elect the platforn of the Congress and
the right to be elected to 1t,

Observers

They will chalr the conmlttees and wlll have a
volce but no vote,

- fomml ttees

They shall dlscucs the followlng subjects:
-a) Co-operative education and administration,
b) Fishery methods.

¢) Marketing.

d) Economy and Transport,

e) Financing.

Lommittee for Administration

It shall ocutline a general plan for co-operat|ve
educatlon and discuss the possibility of adopting the
same method in all the co-operatives, Thls method

must be sliple and clear so that control wlll be

easy, but must aiso be adjusted to the tradltlonal

norms and fiexlLle enough to suit ciranging circumstaonces,
The chairman of this Committee must be an expert In
accounting and administration,

fommittee for Flshery Methods

Its menbers shall exchange vliews on the experiments

that have been carried out by various organisatlons,
discuss the vlability of adopting new methods and

more modern techniques, and study which boats would

be more adeguate, whlch notors ar~ most efficlent,

thelr power and cost, as also the different types of

fish hooks, nets and other equipment, port Infrastructure,
holsting methods, ways of increasing the catch etc.

Gommittee for Marketing

it shal) make an analysls of the present marketing
system, of the possibilities for storing surpluses
and organlse an exchange of products between the
different zones, It shall determine the areas In
which the product can be marketed, the sales methods,
and shall conslder the hyglene measures to be taken,
the packaging of the product, the fields of actlon
of sach co-operative etc,
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Economy and Transport Committee

It shall discuss a policy for overd!l rationalisatlon,
the protective measures for artisar crafts, and a

- plan to enable the co-cperatives to obtain the full
implementation of the laws for the promotion of
Industry and handicrafts, 1t shall also discuss
transport methods, the pnssibility of co-operation
In the marketing of the products of the islands of
the Golfo de Fonseca through the utilisation of
more economical transport methods as a preliminary
step towards the formation of a Feceratlon,

Committee for Financing

1t shall ctudy and analyse thc law for the

promotion of small-scale industries and handicrafts,
the law creating the Guarantee Fund and its
regulations, and the financing possibiiities avaliable
elther in El Salvador or abroad.

Once the locallity In which the Congress Is to be held !s
determined, Mr. René Hern&idez Escobar will be requested to
organise It with the help of social workers and of members
of the co-operatives, The course of action would be:

a) To ubtaln transport facilities for ten delvgates
from each of the four basic co-operatives that are
to be created.

b) 1t !'s suggested that the Congress be held during
a vcek end,

c) The order of events could be:
I. Plenary Session.

2. Meetings of the Committees In nrder to
analyse the papers submitted and formulate
recommendatlons,

3. Plenary Session to discuss these recomnendatlons.
b, Closing Session,

d) To obtain a preliminary estimate of the costs and
of the funds available for covering the expenses
of the delegates.

This plan should Le submltted to Committee for Security and
Development ; I1f It Is approved, the Chalrman of the Committee
wil) request the collaboratlon of Mr. René Herndndez Escobar,

Juan Jos€ Sénchez.
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MEMORANDUM

To : Head of the Industrial Services Department of INSAFI
From : Juan José Shnchez

Re : Plan for the imrrovement of fisheries in Fl Salvador
Date : 2Lth September 1971

In accordance with the instructions I have received I huave collabo-
rated in outlining a general plan for the improvemsnt of fisheries in F1
Slavador. The stages leading to the full implementation of the plap are simi-
1rr to experiments which have been carried out, usually in & successful way,
in comparable circumstances. The writer's opinion on the subject can be summa-
rized as follows:

&) The communities are sufficiently mctivated to undertake the venture.

b) The plan vhich has been suggested aims at modifying the techniques used in
traditional fisheries; I therefore Lelieve that INSAFI'e regulations will
gllcw credit to be granted to the experiment, for it can be considered as
& nontraditional fishery.

¢) The efforts that wLave already been made in view of achieving industrieli-
sation as a final stage require prompt support if the "image" of the ex-—
periment is to be maintained; I therefore request to be informed through
the corresponding channel of the possibilities of obtaining a loan, in
order to collahorate when the application for it is put forward.

Once these requirements are met a 1list of the immediate needs would be
put forward; the Guarantee Fund could provide the means to satify such needs.

I consider it useful to recall that cne of the objectives of the Five-
yesr Plan is (as stated in page 26) "the utilization of fishery resources".

Yours sincerely, .

Juan Jos® Bhnches
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MEMORANDUM

To
From
Re
Date

President of INSAFI

Juan Josté Shnehez - Expert in industriel co-opera’ es
Visit to the Sap figuel factory

1st September 1971 .

se @e wo e

According to contrect clauses 1 visited the Gtate-cwned textiles
factory of San Miguel on my way to the Golfo de Fonseca. I am obviously
unable at this stage to point out all the existing problems and deficiencies.,
However, given that we are collabosating with INSATI in its eiforts to
rationalise thig factory, I consider it my duty to make the following ob-
pervations:

&) The fectory's technical improvement would not necessarily follow from the
golution of problems fairly common to the markct cconomy countries. In fact,
it is dirficult for a State-owned factory tp produce competitive goods,
especially in the textiles field, vhere technology advences day by day and
wvhere the incentive of higher profits is essential to the production of new
designs. '

b) Given the important sociological role playcd by the factory in the town of
Ban Miguel, there exists only two ways of putting an end to an obsovlete
organisetion without diminishing the factory's socio—economic importance,
and ovoiding labour conflicts:

1. To sell the factory by public auction. But this implies the risk of
workers' opposition.

2. To turn the factory into a workers' co-operative. This would be difficult,
in view of the lack of experience in this kind of venture. However, we
believe ihat if leaders, manugers and workers are adequately trained,
this might be the way of getting the factory out of its precent rut.

I have good reasons to believe this. Iu November 1952, 426 workers,
technicians and executives from three textiles factories in Argeniina that were
closed down because of deficit decided to establish the Textile lndustries Co-
operative. In order to set it going they used the companies' cssets and the
discharge indemnifications provided by the firms, and did } hour extra work a
day without pay. At present, their volume of secles is the second in Argentina,
efter Sudatex. The factory possesses modern and efficient machinery, and au
administrative and comm-~rcial organisation that can be considered a model in
its kind.

The success of this experiment in Argentina does not imply that a simi-
lar one would Le the ideal solution in the cise of the San Miguel factory.
However, I thought it useful, given the present El Salvadorean economic and
social policies, to mention it as an example.

I am at your disposa) if you should consider it useful to discuss the
matter further.

Yours sincerely,

Juan José Sanchez
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PROPOSED REGULAT1ONS TO THE STATUTES OF THE NATICNAL CHAMBER OF

CLOTHING INDUSTRILb

Art 1 1In order tc achieve the ends specified in Art., 1 of the Statutes the
following organs, whose rcspective funtions are defined in each case,
will be creaied:

1'

3.

An Industry Committee composed of three peimanent members whose
functions wiil be:

a) To advisc the executive organ and the Board of Directors on the
operations of the r.de-up elothing inaustry that can be carried out
voluntarily by memberc in order to lower costs, rationalise pro-
duction and improve the quality and the finish of the asrticles by
meane of greater speciclisaticn,

b) To advisc the executive crga» and the Board of Directcrs on the
measures Lo be taken in crder to gradually make the investments in
machinery end equipment thal are necescary for organising a made-
up clothing industry.

A Marketing Committec composed of three meubers whose functions will
be to advise the executive orgen and the Board of Directors on the
following natters:

a) Purchasing methods, suppliers, adwminisirative framework for joint
purchasing, analysis of the distribution of purchases, ways of ob-
taining rav materials of better quuality.

b) Competing industries (their methnds and marketing system), anelysis
of the Adomestic morket and of th< possibilities of expanding it,
analycis of non-traditional markets, their magnitude end tiue impli-
cations of entering them.

¢) Joint marketing: analysis of its advantages and disadvantages, end
ways of benefiting from the former and eliminating the latter.

An Executive Manager whose functions will be:

a) To implement the resolutions and the general production and marke-
ting policies adopted by the Board of Directors.

b) To submit to the Board of Directors a budget, an organication chart
and a deliueation of functions in eccordance vith the general poli-
c¢ies and the magnitude of the enterprisesj they should ensurc an
efficient functioning of the enterprise uird avoid any superfluous
staff or expenditure. The Executive Menager shall be appointed by
the BPoard of Directors and his rppoiistment must be ratified at an
extraordinary meeting of the asc.mbly.
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1.

2.

¢) The Executive Manoger will be responsible for admiristration, will
be in charge of porsonncl and will report on all his activilies to
the PBoard of Dire~tors.

4. A Committce for Quality.

&) It shall sct as arbitrator vhen a germent or part of it is rejented
by the executive crgans, and will fix the quality stendards., Ayneal
of its decision can only be made to the Board of Directors, vhose
dictates must then be cbserved by memlers,

b) The Coumittee will be cunposed of' thLree members who cannot be ut
tre same time membere of the Eoard of Directors.

The Board of Directors.

In addition to the functions assigned to it in Art, 19, 20, 21, 22, 22,
2k of the Stetutes, the Board of Directors shall have the following
functions:

a) To appoint the Executive Manager.

b) To approve or reject the plans submitted by the management ang the
suggestions made by the Advisory Cormittees.

¢) To accept or reject the appels made on decisions of the Committec
for Quality. '

PRELIMINARY PLAN /OR A MADE-UF CLOTHING INCUSTRY

The working assets of the potential members should be evaluated, To this end
& questionnaire has been sent tc the members of the National Chamber of
Clothing Industries.

The present market conditions Justify immediate action to estatlish a made-
up clothing industry; this would alsc be facilitated by the laws that promote
efforts of this type, such as the law on exports, the law cresting the
Guarantee Fund, the iaw for the protection of small-scele industries, and by
approrriate credit concessions, technical assistance, the creation of tax-
bond areas etc.

The following points should be examined:

a) Is it necessary to establish a made-up clothing industry, or not?

b) The resources availeble for this venture.

c) The structure of the enterprise, vere it to be eatablished.



d) The types of articles to ble menufactured, and the envisaged volume end
quality of output.

e) The credit sources to be used for obteiring capital, for imcastment in
plants, inputs end equipment, and for future expansion.

) The most adeguate area for the est.bliskment of Lhe industry, The locality
should be of easy access and possess & goood transport network; it shouls
not be very rcmoved from the ports of entry so that customs procedures and
transport are not unduly complicated, and should be able to supply abundant
labour,

3. A requeat for prefercntial prices for domestic rev materisle eand Tor licerice
10 import raw materials directly, as & co-uparative nrganisation, should be
#ade to the Ministry of Finence,




ANEEX_ 5
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SOME COMMENTS ON SMALL-SCALE INDUSTRIES IN EL SALVADOR

Atpresent, the share of the agricultural, commereial and industrial scetors in
El Salvader's GDP is 7075; the shave of the industrial sector is approximately 20%,,
Small-scale industries absorh 2/3 of the labour forec engaged in snauvfacturing; given
that Jabour is a key factor in the socio-nconomic framework of E1 Silvader, it is
superfluous to stress the importance ol governmental support tn small=seale entre=
prencurs, & support that should manifest itself by menns of measures desipgnad to aid
their enlerprises, but which at the same time should wim at promoting and backing
their efforts to become self~supporting,

We believe that these measures should be limiled to tax cxemptions, credit
concessions and technical assistance., We also consider it necessary to for:n associations
of small-scale entreprencurs which would not be merely groups of members of the sane
trade but organisations that would enablc entreprencurs to achicve greater rationalisation
of their economic activities, Such associations weuld also facilitate the growth of production,
and Government cgencies should promote them by giving them preferential treatment,

Efficient large-scalc production lowers production costs. It is necessary to
insist on the in.portance o’ a larger market for enterp rises - and therefore for the
country as a whole ~ even if a larger market implies lowering the profit marging in order
to achieve compcetititve prices cither at howe or abrond, The marketing possibilities
for ¥} Salvador's mnanufactures are well known to smmall-scale entrepreneurs, but these
possibilities are not being exploited, in spite of some favourable factors in preduction
costs: lubour costs are, in percentage terms, far Jower than the average in industria-
lised countrics, It i8 thercfore clear that what is8 requirved in order to be competitive
is an improvement in work methods and, above all, the procuiement of raw materials
of good quality at Jower pricos,

In order to improve the present situation and develop small-scale industries,
the following course of action is recommended:

a) Economic rationalisa tion;
b) Joint purchasing;
o) Joint markeiirg,

Policles for the immediate future:

R) Rationalisation of small-scale industﬁes;
b) Bearch for new markets .

$tepa to be taken:

a)  Topersuade small-scale entrepreneurs of the need
for assoc!ation and for efficient production;
b)  To simplify tax procedures,



Course of action;

a)  Toform associations of s..uall-scale entrepreneurs
in the various sectors; these could be either Guilds
or Mutual Socicties,

b) To sccure the benefits granted by present policies
for the promotion of small-scale industries (support
is given especially to labour-intensive manufacturing
enterprises),

c) To establish contact with the Embassios of those
countries with a potential market for Salvadorean
products in order to promote exhibitiuns abroad of
Salvadorean manufactures and handicrafis ,

Finally, it 18 uscful to make some comments on cooperative organisations in
general. Some cooperative enterprises have met with fatlurce in several countries,
There 16 n tendency to attribute this failure to the cooperative structure itself rather
than to mistakes of the leaders or the group's Jack of awaroness of its responsibilities.
The example of Siveden is sufficient to refute cr:ticism (be it intentional or not) of a
movement that is developing in all countries of the world, The comparison with Israel,
not unlike Ll Salvadorv in land area, is however more » dequave when atteinpting to point
out that F1 Sa'vador can and must continve the task that was Initiated by the creation of
the Institute {ur Cooperative Development in order o open the way for a dynamic a.d
vigorou: movement that would transform its economy,

Juan José Sdnchex

San Salvudor, 22nd September 1971
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ANNEX 9
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PLAN FOR .\ CONGRESS OF COMMUIIITY ORGANISATIONS

Shonsoring Organisaijon: The Foundation for Developmient and Low-cost Housing.,
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policics, strategies and coursnes of action to he followed ir order to put into practice
plans for mutual cooperation; o study the possibilitics of - veating new jobs and of
making use of artisan know-how to raise the standard of living of marginal communities,

Locality; To be determined later,

Participants: Representatives of the Residents' Committees (already formed or in the process
of being formed), preferably those members who have had experience in community work,
will participate as delegates,

Representatives of those organisations which promote community activitics and
community development will pavticipate us observers; social workers and professicnals
who are interesled in this type of exporiment can also be invited to attend the iuectings,

Comments: The representatives will meet in plenary sessions and in committecs, The

s w— e e

order of events will be:

a) Opening session

b)  Plenary session to elect a platform

¢) Meetings of the Com mittees

d) Plenary session tu formulate recommendatione
e) Closi»g scssinn and final declaration

a) Opening Session: A purely formal eveni during which one of the
participants, appointed by the ad hoc Committee designated by
the Foundation, will outline the general characteristics of the
work to be initiated and the objectives it pursues,

b) Plenary session to elect a platform: Delecates shall clect a
President, a First Vice-President, a Second Vice- President,
a Secretary-General and a Secretary. The Secretary-Genewal
will then organise the Committees, which will be formned by
representatives of the Residents' Conmuniitees, Each Rcsidents’
Committee should appoint a representative (according to his
abilities and preferences) to each of these special Committees,

We suggest th~ formation of the following committeces:

1) Committee for studylig the possibilty of creating a
Federation of Residents' Committees,

2) Committee for studying sourcc: of employment,
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3) Committee lor the stuly of markets and of
methods,

4) Committee for finuncing.

Each Yederadvion will be requested to submit papers to, or ior-
mulale recomaendatinong at, cach of these Coranitices,

of Residente! Cominittees: s objective will he {o establisn the
basic for the crcation of a Yederaticn that would provids the
framework for greater complementarity in purchasing, marketing
and other operations; the Federation would dlso unprove the
organisation of the movement and augment its prestipe. Thae
Commitiee will aiso owtline a preliminory plan in ovder to 2chicve
four or five definite objectives,

Commitiee for studying sources of employment: It shall coordinate
the vavious approaches to the problem ol ereading rew jobs, will
study those ¢ctivitics that might be developed, such as handieraiis,
suli-coniitets, commercial and/or industrial a=sociations, and will
analysc the possibilities arising frem cconemie activity in the
distriets, It shall appoint a cpecial permanent commitiee who will
dircet the activities of the working groups, and shall also study
methods of rationalising work and improving the efficiency of the
operalions,

C ommittee for financing: It shall study the {inancial souraes for the
various projcets, will select the most adequate of these sources
and will analyse the profitability of ciach project in order to adapt
it to the financing possibilities available,

Conclusions: The preparation of the Congres: will be entrusted to a Sub-Cominittee whose
functtons will be: '

8)
b)

°)

d

To determine the locality, the date and the time=table,

To organise {ic complementary activities, and to make an .
estimate of costs and of available funds,

To study the papers that arc to be submitted to the Commniittee,
or to prepare them, as the case may he, in order to ensure
the ruccess of the Congress,

To promote intr.rest in the Congress, and to ern~urage the
initiatives of the participants .,

Juan José 84nchesz
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