
 

5. PROJECTIONS. 

 

5.1. Perspectives for the near future. 

The economy will become more dynamic due to the free trade agreement (CAFTA)  with 

the United States will increase local and foreign investments in El Salvador, as it is the 

only country that has the U.S Dollar as national currency in Central America, which is an 

incentive for being an stable currency. These facts will reinforce the dynamism of the rest 

of free trades already signed with other countries; also, the country will experience a 

higher national and international commerce flow, and will be able to increase the support 

for strategic activities, such tourism and agriculture; the local government will increase 

investments on infrastructure, such roads and ports. A long highway will be build in the 

north part of the country in 2008, crossing it from west to east, which will develop the 

economy in the north of El Salvador, as well as making connections across the country, 

making indirect interconnections with the new seaport La Union, in the east, which will 

start operations in 2008, becoming a world class PANAMAX and POSTPANAMAX Port. 

This port will have areas for the movement of commercial containers, and areas for 

passengers, attracting vessels with tourists from everywhere. The infrastructure of this 

seaport will develop the east of the country with new public and private investments 

(parks, hospitals, banks, hotels, restaurants, schools, shopping centers, etc.). In addition, 

it will accelerate the construction of a dry canal to cross from the Pacific Ocean to the 

Atlantic, competing with the Panama Canal by offering a faster movement of containers 

and lower cost of operations. Moreover, the foreign demand will increase due to the 

economic world growth, especially in the region of Central America. 



5.1.1. Dry Canal 

The Dry Canal is a mega project that includes several projects. First, El Salvador will 

have the most modern and biggest seaport in the region called La Union. It will be 

located in the Pacific Ocean to receive the merchandise from Los Angeles, San Francisco 

and Asia, specially the merchandise from Australia and New Zealand, which is moving to 

Singapore to be distributed to the world. 88  El Salvador wants to be the regional 

distribution center for all these merchandise to be moved to the Atlantic Ocean to reach 

Miami, Washington, New York, Europe, the Caribbean and the rest of the world. This 

connectivity will help the region to enter into investment circuits and merchandise 

exchange, becoming as important as the Panama Canal is. (See Fig. 12) 

Since 1997 and 1998, the Japanese International Cooperation Agency (JICA) made the 

plans for this mega project, which is an ambitious and strategic plan that includes 29 

additional plans, such for example, a net of roads and highways, distribution of potable 

water and electricity, a long highway which will cross the north part of the country, a 

hydroelectric plant on the river Rio Grande in the city of San Miguel and a new bridge in 

the borderline with Honduras.89 

The total cost will be US$3,000 millions. The infrastructure will be ready to be used in 

2009; however, the complete infrastructure will be finished in 2010. 

Japan is very interested on this project, as is the country that moves more containers 

through the Panama Canal. Japan was affected since 1999 when the Panama Canal 
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increased maritime taxes, as the Canal passed from the United States’ control to 

Panama’s government administration.   

 

FIG. 12 
 

Central American Dry Canal Worldwide Access. 
 

 
 

The dry canal will cross Central America (red color in fig. 12) from the Pacific to the 

Atlantic to move containers with cargoes by trucks, instead of moving vessels. It will take 

only six or seven hours to cross it, this contrast with the 72 hours it takes for a ship to 

pass through the Panama Canal. In addition, the dry canal will have only 200 kilometers 

with four lanes high-speed to start operations, but 4 more lanes will be added in the near 

future. It will have limit access and no stopping at borders for customs formalities. 



On the other hand, a growing number of business leaders believe that shipping goods via 

a dry canal would be cheaper and considerably faster than using the Panama Canal. El 

Salvador’s Pacific coast attracts Japan, as its natural route for navigation is the Pacific 

Ocean. Moreover, the dry canal will be also connected to seaports in Guatemala, 

Honduras and Nicaragua. In addition, there’s one more modern seaport in El Salvador, 

Acajutla, which will be connected by train to the ports in Guatemala, as well as for 

another dry canal, which means that  will be a net of dry canals.90 

 

5.1.2. Financial and Economic Activity. 

The GDP will keep growing up to 4% in 2007 and 2008, and the customer prices will 

increase to 4% in 2007, and 3.8% in 2008, according to the International Monetary Fund; 

however, the CEPAL (Comisión Económica para Latinoamerica y el Caribe), Economic 

Commission for Latin America and the Caribbean states that the GDP will grow up to 5% 

in 200791 and will keep higher in the following years, as result of the economic reforms 

made by government. 

Some other reasons for a higher GDP are the increasing of the aggregate demand for 

consume and investment, a higher dynamism in the agriculture, commerce, tourism and 

services, a higher growth of exports, growth of imports of capital goods, remittances, and 

financial favorable conditions such an increasing of lending and low interest rates. Some 

external factors will also contribute to have a good performance, such the positive growth 

of the GDP in the United States, as El Salvador is using the same American dollar in its 
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currency, as well as the world economic growth and the continuous increasing of 

remittances. However, it may have external negative effects too, such the costly price of 

oil, possible storms, earthquakes, etc., and the every time higher international 

competency.92 

On the other hand, El Salvador seems that will increase the activity in the service sector, 

as its banks are leaders in Central America, and keeps the lowest lending rates in Latin 

America. Moreover, some foreign banks will increase operations, such the HSBC and the 

Citibank. 

 

5.1.3. Agriculture Sector. 

El Salvador will develop programs to cultivate improved seeds of corn, rice, beans and 

others in 100 thousand city-blocks, harvesting vegetables in 3 thousand city-blocks with 

an investment of $US500 thousand, and increasing the area cultivated with cotton in 10 

thousand city-blocks. 

In addition, the government prepares to install an agricultural plant to process fruits and 

vegetables, and projects for rural development to diversify the agriculture with US$14 

millions. Also, with the emission of forest bonus, the harvest will be promoted in about 

35 thousand street-blocks with pure specimens of trees, and coffee. 20 new centers will 

be installed to produce milk. It will increase the production of tuna and lobsters, which is 

already being manage successfully by a corporation from Spain. 
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The technician sector will increase the number of employees, to work directly with every 

agriculture sector. 

Finally, the sugar industry will be diversified to produce ethanol, investing US$80 

millions in building plants to produce it in El Salvador93, with the cooperation of Brazil 

and the United States. Therefore, there will be three centers of production of ethanol in 

the Americas: The United States in North America, El Salvador in Central America, and 

Brazil in South America.94 

 

5.1.4. Industry, Commerce and employment. 

The factories to make cloth have been moving to China. However, the Call Centers are 

blooming in El Salvador, offering better benefits and salaries, specially the Dell’s Call 

Centers. In addition, El Salvador is planning to keep working on developing the service 

sector by attracting enterprises like Crowley Logistics (graphic designs) has been 

operating in El Salvador as a regional center, which offers services to do the accounting 

service for corporations that operate abroad. Therefore the exports don’t decrease.  

New markets will be opened due to different factors such the free trade agreement with 

the United States, the completed negotiations with a free trade with Canada, the free trade 

with Taiwan, and the negotiations of free trade with the European Union as well as the 

countries of the Caribbean community, CARICOM, and Colombia. The government will 

support in different ways the production by implementing industrial policies, and the 

opening of the Productive Development Fund. 
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El Salvador will become more competitive and productive by improving the business 

environment and attracting new investments, developing the internal and external 

markets, promoting strategic sectors, and working harder on innovation and technology; 

specially attracting investors for the high tech park, which initially was designed to attract 

Taiwanese high tech industry, but is now opened to any other high tech investor. El 

Salvador had started personal contacts with Mr. Bill Gates, just looking for future 

software investments. 

The country will generate more infrastructure and efficiency for the public services, 

especially to improve the capacity to generate electricity, to have a better environment for 

industrial investments, such ethanol, as I mentioned before in the agriculture industry 

(5.1.3.). 

 

5.1.5. Tourism. 

El Salvador will keep improving the position of the brand of the country “El Salvador… 

impressive”, by participating in more international fairs, creating more links with tourist 

websites, and offering the country to be the site to celebrate international events, 

conferences, etc. For example the Council of the Americas had a meeting in El Salvador 

few weeks ago (July 2007), for the first time this Council has a meeting in a Central 

American country since its foundation by Mr. David Rockefeller, which attracts 

important business men from the United States. On the other hand, El Salvador will keep 

attracting more international chains of hotels, like the ones at the beaches that are already 

moving daily direct flights bringing visitors from United States and Canada, as well as 

the direct flights to Italy, offering packages all included. The government is planning to 



promote the Maya pyramids, the charming Spanish old towns in the country side, city 

tours, and the forests in the mountains. In addition, the new world class seaport La Union 

will open opportunities to move passengers, not just containers with goods, which will 

increase the movement of vessels bringing visitors from different regions of the world, 

especially increasing the number of vessels with tourists from North America, Europe, 

and Japan, as they are already visiting the country by vessel periodically. Finally, El 

Salvador will activate the National Tourism Plan 2014,95 in order to get the goals and 

benefits the country needs, not only increasing the number of international visitors but 

also creating benefits for social programs and protecting the natural environment. 

The government is interested on promoting the tourism sector, as El Salvador was the 

country with the highest growth in 2006. 

One more project is to build a world class tourist park in Punta Roca beach, which is 

famous for surfing, placing El Salvador as a world wide attraction for surfing sport. 

On the other hand, 36 terrains are now offered for tourism investors, which will develop 

the beaches and the country side. 

To promote the country, movies are going to be filmed in El Salvador, starting with a 

soap opera from Chilean television, with duration of 70 chapters, in coordination with the 

Ministry of Tourism. It will be filmed in touristy places and will be seen through cable 

television world wide.96  
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Finally, El Salvador is leader on promoting the whole region of Central America as a 

touristy attraction. Therefore, Central American countries are working on a process of 

integration; there is already a regional visa and a common passport. Moreover, the 

regional flights are becoming cheaper to promote the tourism in the region, and more 

international airlines are invited to operate with competitive rates. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


