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FUNDE

I am here today as a representative for a group called FUNDE which stands for the National Foundation for Development. We are a non-profit making organisation and have been in existence for over 20 years. We were formed at the end of the war as part of the peace accord. 

As often happens during civil wars intellectuals, who are so important for the development of a country’s economy, who stand up against the government face being killed or going into exile and our country was no different, intellectuals and unionists were persecuted.

The end of the war came with no overall victor and there was a vacuum of intellectual centres as thoughts turned to rebuilding the country. Our group FUNDE came together to help fill this gap. Many of our founders are veterans from the war.

At our founding we set out with 2 fundamental aims which continue to this day:

a. We have no dependence on any one political party.

b. We have no business sector involvement.

However, to achieve our aims we have discussions constantly with both groups.

We work on three processes:

a. Analysis and research in to creating proposals for government and business 

b. Training and education – through this we have an ongoing relationship with social work Organisations and small to medium size enterprises. We apply the results of our research to this.

c. We try to engage in political advocacy with varied success – you must remember that for almost 20 years we have had a right wing government in this country and it is only recently that a left-wing government was elected. 

We work in three areas with the government:

i. Transparency and Accountability – this is the youngest of our activities but is proving very promising as our current government was elected stating a desire for more transparency

ii. Regional Economic Development – mainly for small producers and organisations (fishing, agriculture) basically any enterprising initiative that will improve our economy.

iii. Macro-economic development – Fiscal and economic systems including tax, pensions, social equality, poverty and regional integration.

We employ 40 people at FUNDE plus consultants as required and are funded from international co-operatives and a variety of sources from the USA and Europe including Christian Aid.

The question obviously arises as to why this is important for a Christian organisation to help finance our work. Most of this is linked to fairness and social justice for all.

Let us take a moment to consider the General Economic Situation.

El Salvador has the smallest rate of growth in Latin America over the last 15 years and as such does not collect as much tax as other countries.

With our lobbying two tax reforms have been introduced:

a. 2009 – The government started attacking tax evasion and the paying of tax on contraband – this raised an extra $250m per annum.

b. Again in 2009 the income tax collected increased especially for the higher earners. This is problematic as taxing higher earners can affect company profits and reduce tax from companies; however, the net tax increase is $75m per annum.

This is actually quite small as public and social spending is increasing as we try to solve the country’s problems and we now have a fiscal deficit of $800m. Like many countries, the government is going through a serious fiscal crisis – however, part of this is due to our failed economic growth in the past and at present. 

This mean that for our country we have a deficit of greater than 4% of GDP and our country debt is approximately 60% of GDP.

The current reforms are positive and aimed at creating an equitable and efficient system, however, with 20 years of right wing government that has created a tax structure favourable to businesses and recovery is not easy.

In discussion with FUNDE the current tax programme attempts to educate people about fiscal citizenship with an accepted responsibility to pay taxes due. 

El Salvador has a large informal business sector which is currently not taxed and it is aimed to bring this into the tax system. 

However, the main aim is to have the elite in the country who have been able to avoid tax to accept their responsibility and pay taxes due. 

Much has been done: Corporation tax is now 30% compared to 25% and higher earners pay 5% more tax – there is still a long way to go.

At FUNDE we consider the fiscal issue from a holistic point of view – more income needs to be raised, but expenditure needs to be controlled and concentrated where it will help most. 

At present the government concentrates on income with commerce on expenditure – at FUNDE we try to concentrate on both.

We believe the economic position will improve if we improve the social position of citizens through Education and Healthcare. Such a move can be a trigger for generating economic growth. 

Of course, there is a limit to what we can do, as a country there is still a great influence from the USA.

a. El Salvador is a dollar economy and any blow to the USA affects us – it is estimated that the 2008 collapse in the USA cost 20,000 jobs in El Salvador.

b. Many people leave El Salvador for the USA – approx. 2m at present and they send back money for their families. This accounts for approximately 20% of our GDP. If this didn’t happen there would be a greater rate of poverty – but as a counter balance we wish to see our young people staying in this country and not leaving.

c. The primary trading partner for El Salvador is of course the USA and there is a free trade agreement which has liberated this trade, however, under this El Salvador has not been granted free access to the USA economy especially in sugar and meats where quotas were agreed – unlike the USA which has no quotas in what comes into El Salvador. This has meant there is no real fiscal gain to El Salvador.

Although much of this sounds negative this is not the case, this is the challenges facing us for the future. Much has changed since the end of the civil war and thanks to the lobbying of organisations like FUNDE will continue to change. 

We believe in our country and in the ability of our people to rise to the challenges of the future, just as we have done in the past. Thank you for listening.
Alan Mcgougan 2014
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