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        INTRODUCTION El Salvador is a Central American country in the western hemisphere. The area lies on the border of Costa Rica and Guatemala, making it a crucial region of foreign trade. The economic and political relations between the countries are of great importance since El Salvador and Guatemala have been under foreign control since 1945. At its height, the country had a population of 5.2 million including many emigrants. It was named in 1781, the Spanish province of Central America having been recognized by the Kingdom of Spain in 1798. El Salvador was a colony of Spain and was not free until 1947. Since its independence, the country has undergone a series of changes; its government changed more than three dozen times. The government adopted socialist policies towards the population by establishing nationalization, the state planning of industry, development of the natural resources, raising wages, and raising government spending. The economy became highly industrialized, but still was largely based on agriculture for the majority of the population. Government expenditure in 1967 totaled 5.1% of GDP, the lowest amount among developing countries. The economy was largely agricultural and based on large-scale sugar cane and coffee plantation developments. Foreign policy in El Salvador was characterized by a strong support of leftist organizations. While El Salvador maintained strong diplomatic ties with the communist country of Nicaragua, which was a rival to the socialist government of the time, the government of El Salvador made efforts to build international relations and maintained close ties with Latin American countries such as Panama, Venezuela, and Brazil. The government also assisted in the development of the Panama Canal and attempted to establish good relations with the United States by participating in the American Economic and Social Survey of the Caribbean, the International Monetary Fund, and the General Agreement on Tariffs and Trade in 1970. The economic policies of the Salvadoran government reflected its socialist doctrine. While the government controlled the economy, it was a mixed economy, dominated by private property and the small landowners. El Salvador is one of the least developed countries in the hemisphere; by 1970 its per capita income stood at 2067, compared with 7,891 for the U.S. The country had an average national literacy rate of 82.7% and a high ratio of youth to retirees.
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