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EL SALVADOR 

  
I. INTRODUCTION CENTRAL LAW 
 
CENTRAL LAW is the leading full service law firm of the Central American region. Its 125 
lawyers, located in 7 countries and 11 offices across Central America, Panama and Dominican 

Republic, have demonstrated outstanding superior knowledge, skill, integrity, professionalism 

and competence over 25 years of experience in local, regional and global markets.  
 

The scope of our services reaches every country in Central America, Panama and Dominican 
Republic. As a Multinational Law Firm, Central Law provides services according to the needs of 
every business. Our goal is to help our clients succeed, by giving them a personalized service in 
which we properly monitor and safeguard each and every single legal process, and assure them 
complete security and confidentiality in the handling of their information. 
 
Our lawyers are identified for being multidisciplinary, multilingual and multicultural. Moreover, 

they are highly committed to satisfy the needs of our clients and to go beyond their expectations.  

 
The distinctive element of Central Law is that we coordinate the businesses and legal matters of our 
clients throughout the region, operating under the philosophy of: “Seven countries: one contact 
point”. Many international High-Profile Clients, and law firm rating companies, such as Chambers & 
Partners, IFLR, Latin Lawyers and Legal 500 have recognized our professional skills positioning us, 
for several years, as Leading and Recommended Firm. Moreover, we have been ranked as leaders 
among the best firms of the Central American Region. 

 
II. EXECUTIVE SUMMARY 
 
El Salvador is a free, export-oriented market economy, located in the heart of America, tucked 
between the North and South continents. The country spreads over an upland coastal plain and a 
volcanic interior. 
  
It has a population of 6.1 million people, an economy of U.S. $ 23,000 million and an average per 
capita income of U.S. $ 3,700 per year. 
  
Over two decades ago the country took a course towards its economic transformation that today 
enables the country to offer its business partners: 

·         A free economy, among the freest in Latin America 
·         Proven macro-economic stability, with the US dollar as legal tender 
·         Opening to international commerce and investment 
·         Democracy and political stability 
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III. EL SALVADOR OVERVIEW 
 
 
 CONTEXT OVERVIEW 
  
After signing a peace agreement in 1992, this small, densely populated country, managed to 
emerge from a bitter civil war in the 1980s, during which an estimated 75,000 people died. 
  
Since the end of the conflict, El Salvador has made significant progress towards consolidating 
peace and democracy. The country's political transformation led to major structural reforms and 
stable macroeconomic policies that resulted in strong economic performance (an average yearly 
growth of around 6%) during the 1990s. 
  
Poverty levels in the country declined significantly between 1991 and 2002 (about 27 percentage 
points), with extreme poverty dropping by half over the same period. There were also important 
social advances, as infant and maternal mortality rates were reduced and school enrollment and 
access to reproductive health and water services increased. 
  
After an average economic growth of 2% during the last 15 years, GDP growth in El Salvador 
reached 4.7% in 2007. However, the effects of the global financial crisis in 2008 resulted in a 
drop in exports and remittances, higher levels of unemployment and rising food and energy prices. 
  
Between 2007 and 2008, the percentage of people in poverty increased from 34.6% to 40%. 
However, in 2012, the poverty rate was 34.5%, a figure that decreased to 28.9% in 2013, 
according to the latest survey of the Ministry of Economy of El Salvador. 
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ECONOMIC ENVIRONMENT 
  
The Salvadoran economy experienced a GDP contraction of 3.1% in 2009, and in response to the 
effects of the economic downturn, the Government formulated the Anti-Crisis Plan, with a stimulus 
package of nearly US$600 million that included measures to mitigate the effects of the crisis and 
pave the way for recovery covering four broad areas: 

o Income and Employment Protection Program 
o Universal Social Protection System 
o Public Finances Strengthening 
o Construction of State Policies 

  
The Salvadoran economy has begun to recover at a slow pace: it registered a 2% growth in 2011; 
a 1.6% in 2012 and a 1.9% in 2013. According to official data the Salvadoran economy is 
estimated to grow by 2.1% in 2014. However, there are still many challenges. 
  
Crime and violence threaten social development and economic growth in El Salvador and 
negatively affect the quality of life of its citizens. After a sharp and sustained increase in the levels 
of violent crime since 2000, the murder rate peaked at 71 homicides per 100,000 inhabitants in 
2009, declining slightly to 69 in 2011. 
  
An ongoing truce between rival street gangs has further reduced homicide rates in El Salvador 
since the pact began in March of 2012 to 39,6 homicides per 100,000 inhabitants by the end of 
2013. El Salvador's vulnerability to adverse natural events, exacerbated by environmental 
degradation and extreme climate variability, also compromises the country's sustainable 
development and long-term economic growth. In 2011, Tropical Depression 12E hit El Salvador, 
affecting more than 1.4 million people and causing $902 million in damages and losses. 
  
COUNTRY GEOGRAPHY IN BUSINESS 
  
El Salvador’s geographic location enables a short access time to major cities in North and South 
America. The country is on the same time zone as U.S. Central Standard Time (CST). It offers a 
natural two oceans logistics corridor, proximity to the transpacific maritime route and to the 
Panama Canal. 
  
Moreover, multiple trade agreements provide preferential access to more than 1.2 billion 
consumers in 44 countries around the world. El Salvador has trade agreements with Central 
America, Chile, Colombia, Cuba, Dominican Republic, European Union, Mexico, Panama, 
Taiwan,  
United States and Venezuela. Likewise, El Salvador is in negotiations to sign trade agreements with 
Belize, Canada, Ecuador and Peru. 
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El Salvador is the most cost-competitive country to set up and operate a business. In 2011, the 
Financial Times investment journal FDI Intelligence classified El Salvador as the most cost effective 
country in Central America and the Caribbean.[1] 
 
CITIZEN SECURITY 
  
The Security and Justice Sector in El Salvador consists of several state institutions that operate 
under different branches of Government. These institutions generally suffer from lack of 
coordination, duplication in their activities, and lack of data on the efficiency of the allocation and 
use of resources. Nevertheless, the country has made an effort to create a forum for collaboration 
like the Prevention Cabinet, or the Security Cabinet. 
  
Likewise, a study commissioned by the World Bank showed that El Salvador spends a greater 
portion of government money on security and defense than other countries in Central America. 
This study, pointed that, particularly in 2011, El Salvador spent 2.8 percent of Gross Domestic 
Product (GDP) to achieve coordination between the security and justice institutions, as well as to 
build a strong long term financial plan to deal with security challenges, including making a more 
concerted effort to support social and economic programs. That year, Costa Rica, Nicaragua and 
Panama spent 2.3 percent, Honduras 2 percent and Guatemala, 1.7 percent, the report said. 
  
Among the efforts made by the government is a negotiated truce between the two primary gangs in 
the country, Mara Salvatrucha (MS-13) and Barrio 18 (M18). Although other crimes, such as 
extortion, remain a mainstay for members’ income, the homicide rates have dropped by half as a 
result of this truce. Moreover, El Salvadoran President Mauricio Funes announced in 2013 a $22.3 
million investment for social reintegration for former members of these gangs.[2] 
  
The World Bank as well, has been contributing to the fight against insecurity. They led a successful 
project that engaged representatives from the public sector, private sector, and civil society for a 
period of over seven months (September 2012 to May 2013). Representatives participated in 5 
working groups: 1) prevention, 2) vigilance and police patrolling, 3) investigation and formal 
indictment, 4) judicial process, and 5) sentence execution, imprisonment, and rehabilitation]. The 
contribution in 2013, was of $140,000, and it will continue in July 2014 [3] 
 
 

 
[1] PROESA, Why Invest in El Salvador?, September 2013 
[2] World Bank: El Salvador Spends on Security. http://www.insightcrime.org/news-briefs/el-salvador-has-low-public-
spending-concentrated-in-security-world-bank 
[3] World Bank: Citizen Security in El Salvador. http://www.worldbank.org/en/results/2014/04/09/citizen-security-in-el-
salvador 
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STRATEGY 
  
COUNTRY INFRASTRUCTURE & PUBLIC SERVICES 
 
 a) Highway Network  
The country enjoys a modern and efficient road network that connects its main cities and offers a 
rapid and easy access to the rest of the region. Due to this, the WEF has ranked El Salvador as the 
country with the best road infrastructure in Central America. 
El Salvador main highways: 
- Panamerican Highway 
- Litoral (Coastal) Highway 
- Longitudinal del Norte (North Longitudinal) Highway 
 
The high connectivity and quality of El Salvador´s road infrastructure facilitates the transport of 
goods between production centers and ports. 
 
b) Airports 
El Salvador International Airport (AIES) stands out as an important regional hub and top class 
maintenance center for commercial aircrafts. According to the WEF, El Salvador has the best 
airport infrastructure in the Central American region. 
 
Both, El Salvador International Airport and Ilopango International Airport, are managed by the 
Autonomous Executive Port Commission (CEPA, for its acronym in Spanish). CEPA, a public 
service oriented institution, is responsible for the development of the country’s port and airport 
infrastructure. 
 
Moreover, El Salvador International Airport is one of the largest and most modern in the region. It 
operates as Avianca’s hub for Central America. Other airlines from Panama, North America, South 
America, and Europe also operate in this airport. 
 
 
 
 
 
 
 
 
 
 
 
 



 9 

c) Ports 
 El Salvador has a versatile infrastructure to meet the needs of maritime cargo in an effective 
manner. The two main ports are Port of Acajutla, located in the western region of the country, and 
Port of La Unión, located in the eastern part. The first is specialized in the handling of bulk cargo, 
and the second is designed specifically for container cargo. Port of Acajutla The port has a total 
land area of 110 hectares, with three modern docking sites equipped for the arrival of all types of 
vessels, storage areas and specialized cargo handling equipment. The Port of La Unión is the 
largest port in El Salvador and is expected to become one of the most important and modern port 
infrastructures in Central America: 
-Designed to receive Post Panamax vessels 
- Located between the hub ports of Mexico (Manzanillo) and Panama (Balboa) 
- The first phase is the newest container terminal in the region 
- Once its three phases are completed, it will have a total docking front of almost 2 km 
- Contributes to the Government of El Salvador’s objective of becoming a regional distribution and 
logistics center. 
 
At the moment, the first phase of Port of La Unión is in the process of being awarded to an 
international operator. It includes docking sites for container ships, multipurpose vessels and 
cruisers. 
 
 
BILATERAL AND MULTILATERAL AGREEMENT INVESTMENTS AGREEMENT 
 
 

 MULTILATERAL AGREEMENT  

Agreement/Parties Subscription  date 

Miembros de la OMC May 7, 1995 
(Part of GATT 1947 since 
may 22, 1991) 

Custom Unions  

Agreement/Parties Subscription  date 

Members of MCCA December 13, 1960 

Free Commerce Agreements Subscription  date 

Agreement/Parties Subscription  date 
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Central America -  European Union (Costa Rica, El Salvador, 
Guatemala, Honduras, Nicaragua and Panamá) 

June 29, 2012 

Central America - Mexico (Costa Rica, El Salvador, Guatemala, 
Honduras and Nicaragua ) 

November 22, 2011 

North Triangle -Colombia (El Salvador, Guatemala and 
Honduras) 

August 9,  2007 

Taiwán (República de China) - Honduras, El Salvador May 7, 2007 

CAFTA-DR (Centroamérica - Estados Unidos - República 
Dominicana) 

August 5, 2004 

Central America - Panama (Costa Rica, Guatemala, El Salvador, 
Honduras, and  Nicaragua) 

March 6,  2002 

Central America - Chile (Costa Rica, El Salvador, Guatemala y 
Honduras) 

October 18, 1999 

Central America - Dominican Republic (Costa Rica, El 
Salvador, Guatemala, Honduras and Nicaragua) 

April 16, 1998 

Free Commerce Agreements  

Agreement/Parties Subscription  date 

Venezuela (AAP.A25TM N° 27) March 10, 1986 

 
 

AGREEMENT/PART(S) SUBSCRIPTION DATE BECAME EFFECTIVE IN 

Alemania December 11 1997 April 15, 2001 

Argentina May 09, 1996 January 08, 1999 

Bélgica/Luxemburgo October 12, 1999 November 12, 2002 

Belize December 04, 2001  

Canadá May 31, 1999  

Chile November 08, 1996 March 29, 1997 

Corea July 06, 1978 May 29, 2002 

Costa Rica November 21, 2001  

Ecuador May 16, 1994 January 14, 1996 

España February 14, 1995 February 20, 1995 
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Estados Unidos March 10, 1999  

Finlandia May 20, 2002 February 20, 2003 

Francia September 20, 1978 December 12, 1992 

Israel April 03, 2000 July 07, 2003 

Marruecos April 21, 1999 April 11, 2002 

Nicaragua January 23, 1999 July 08, 2000 

Países Bajos October 12, 1999 March 01, 2001 

Paraguay January 30, 1998 November 08, 1998 

Perú June 13, 1996 December 15, 1996 

Reino Unido October 14, 1999 December 01, 2000 

República Checa November 29, 1999 March 28, 2001 

Suiza December 08, 1994 September 16, 1996 

Taiwan August 30, 1996 February 25, 1997 

Uruguay August 24, 2000 May 23, 2003 

 
Source: http://www.sice.oas.org/ctyindex/SLV/SLVBITs_s.asp 
 
HUMAN CAPITAL  
 
Investors certify that Salvadoran labor force is world-famous for its industriousness, efficiency and 
work ethic. Approximately 60 % of the labor force is 39 years or younger, making it a 
predominantly young and highly productive country. 
 
El Salvador’s labor force is composed of 2.7 million people9, 60 % of which is 39 years or 
younger. Thus, it offers a highly productive labor force capable of developing new skills in a short 
period of time. The country’s labor force is qualified as ideal for manufacturing, agro-industrial 
and service activities. Furthermore, there is a growing population with higher education that can 
face the challenges of a modern and globalized economy. 
The Salvadoran labor force is world-famous for its industriousness, efficiency and work ethic. 
Established investors describe the country’s labor force as one of the most outstanding in the world 
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MACROECONOMIC SITUATION 
  
El Salvador is a free, export-oriented market economy, located in the heart of America, tucked 
between the North and South continents. The country spreads over an upland coastal plain and a 
volcanic interior. 
  
It has a population of 6.1 million people, an economy of U.S. $ 23,000 million and an average per 
capita income of U.S. $ 3,700 per year. 
  
Over two decades ago the country took a course towards its economic transformation that today 
enables the country to offer its business partners: 
  

·         A free economy, among the freest in Latin America 
·         Proven macro-economic stability, with the US dollar as legal tender 
·         Opening to international commerce and investment 
·         Democracy and political stability 

  
BENEFITS OF A DOLLARIZED ECONOMY 
  

·         Reduces the gap between domestic and international interest rates 

·         Offers greater certainty for investors 

·         Reduces transaction costs 

·         Favors financial integration 

·         Helps to keep inflation low 

·         Generates fiscal discipline 

·         Transparency 

 

PREFERENTIAL ACCESS TO INTERNATIONAL MARKETS 
  
El Salvador has signed several trade agreements that provide preferential access to major markets 
in America, Europe and Asia, representing a potential market of 1,200 million consumers. 
  
The network of trade agreements represent a significant competitive advantage for those investors 
interested in establishing production centers in the country and at the same time leveraging 
preferential conditions for the entry of their products into large markets. The free trade agreements 
negotiated by El Salvador provide flexible rules of origin and significant reductions on import 
tariffs. 
  
El Salvador has been a leader in negotiating treaties with strategic partners. 
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GOVERNMENT 
  
DIPLOMATIC RELATIONS 
  
During a March 2011 visit to El Salvador, President Barack Obama and President Mauricio Funes 
pledged to strengthen cooperation through the new Partnership for Growth (PFG) initiative. The 
PFG commits both governments to work closely together to boost competitiveness and reduce 
insecurity in order to rapidly expand broad-based economic growth in El Salvador. On November 
3, 2011, the Salvadoran and U.S. governments signed the PFG Joint Country Action Plan. 
 
  
POLITICAL STABILITY 
 
El Salvador constitutes a democratic and representative republic, which it is integrated by three 
branches of power: The executive headed by the President of the Republic1, and his cabinet made 
up of the ministers (secretaries), vice-ministers, and presidents or directors of autonomous or 
decentralized institutions. His term is for five years. The Legislative,2 whose power is exerted upon 
an assembly of 84 deputies elected for a period of three years. The Judicial - the Supreme Court of 
Justice3 - made up of fourteen magistrates, including its president. It has four chambers: the 
Constitutional, the Civil, the Penitentiary and the Contentious Administrative. 
 
Its term is for nine years. The political division of El Salvador is composed of fourteen departments 
and 262 Municipalities. Each one of these municipalities possesses a Municipal Council presided 
over by a Mayor whose term lasts three years in office. 
 
El Salvador supports a political stability, since the last 5 presidents have been elect democratically, 
and with popular support, that is to say that have been elect freely to exercise his employment. 
Also from 1989, the political party that is into the government it has not changed4 already taking 4 
consecutive periods at the presidency, and following the same economic, political, and social 
limits that took it to it. 
 
The Constitution of El Salvador dates from1983, but as a result of the Peace Agreements of 1992 it 
has undergone certain amendments in the areas of: Human Rights, Public Security, the Judicial 
Branch and Electoral Matters. 
 

                                                
1 www.casapres.gob.sv 
2 www.asamblea.gob.sv   
3 www.csj.gob.sv 
4 www.arena.com.sv   
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IV. INVESTMENT POLICIES 
  
GENERAL CHARACTERISTICS 
 
FOREIGN DIRECT INVESTMENT 
 
International Services Program 
 
In 2007, the Salvadoran Government enacted International Services Law to promote foreign 
investment in logistical services. The law covers international distributions services, information 
technology or IT services, research and development, international financial services, IT repair 
services, cinematography, call centers, business process outsourcing services (BPO), automation 
services, elderly and convalescent care services, telemedicine, aircraft maintenance and repair, 
maintenance and repair of maritime vessels, and maintenance and repair of cargo containers. 
  
The International Services Law provides fiscal incentives to designated service centers registered at 
the Ministry of the Economy. Entities, whether legal or natural persons, covered by the 
International Services Law enjoy the following benefits and tax incentives: 
  
An income tax exemption for a period of 15 (fifteen years) beginning at the start of legally 
sanctioned service center operations. Companies and shareholders of authorized service centers 
must comply with the International Services Law oversight requirements on profits and dividend 
distributions.  In the event that one or more partners are legal and taxable persons, the exemption 
is not transferable between partners. 
 
Companies that are legally authorized to provide international services are exempt from paying 
taxes for a period of 10 (ten) years from the time they begin to legally operate in the country. 
Companies legally authorized to provide international services are exempt from the tax on real 
estate transfers provided the acquisition of real estate. 
Additionally, investors are exempt from: 
  
Tariffs and applicable taxes on machinery and equipment imports; importation of work tools, spare 
parts and accessories, moveable goods, and all items necessary to carry out commercial 
operations; 
Paying income tax exemption on incentivized commercial activities during the investor’s 
operational period in the country; and 
Municipal taxes on company asset values during the investor’s operational period in the country. 
Tourism Incentives Program 
  
Under the Tourism Incentives Program (the Program), investment of USD$ 25,000.00 (twenty five 
thousand) and over will enjoy tax exemption. These exemptions apply to 
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 (a) Qualifying properties acquired under the program. These properties will be exempt from the 
real estate transfer tax; 
  
(b) Duties. Duties and taxes, including the tax on the transfer of goods, chattels, provision of 
services, importation of goods, equipment, heavy machinery, vehicles, aircraft, coasting vessels, 
and construction materials for qualifying projects. The exemptions will exceed the original capital 
invested in qualifying projects. 
  
(c) The income tax.  An income tax exemption for commercial activities under the Tourism 
Incentives Program for a period of 10 years beginning at the start of commercial tourism related 
operations. 
  
(d) Municipal taxes.  A partial 5-year exemption from municipal taxes applies to Tourism 
operations beginning at the onset of such ventures. Qualified persons interested in benefitting from 
the partial 5-year exemption must register with their local municipal tourism registry and be 
certified as a tourist service provider with the Ministry of the Treasury. 
  
Tourist service providers must apply for these incentives once during the initial 5-year period of 
operation. However, if within that 5-year period, the provider expands his infrastructure by the 
same amount invested at the onset of operations, the provider may apply to receive continued 
exemptions under the Tourism Services Program. 
  
Renewable Energy Incentive Program 
  
The purpose of the Renewable Energy Incentive Program (the Program) is to promote research and 
development as to advance the commercial use of solar and biomass energy; and hydraulic, and 
geothermic resources. 
  
The national energy policy’s purpose is to make use of the country’s natural resources to improve 
the quality of life of its nationals and to develop El Salvador in an economically sound and 
sustainable manner. For this reason, the Salvadoran government is investing and encouraging 
investment in the commercial exploitation of renewable energy sources to generate electricity 
through the Renewable Energy Incentives Program as per Legislative Decree No.  462 of 
November 8, 2007 and published on December 20, 2007 (Official Journal No. 238, Volume 377).  
The Renewable Energy Incentives Program, as per Executive Decree No. 4 enacted in January 14, 
2009; and published on March 6, 2009 (Official Journal No. 45 Volume 382); states legal and 
natural persons investing in the construction of renewable energy fueled plants for the production 
of electricity may avail themselves of the following incentives and exemptions: 
  
a) The first 10 (ten) years, upon starting commercial operations, legal and natural persons engaged 
in renewable energy conversion to electricity projects will be exempt from payment of customs 
duties on the importation of machinery, equipment, materials and supplies intended solely for 
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work, pre-investment studies and investment in the construction of power plants for electricity 
generation that include the construction of sub-transmission lines for energy distribution, re-
distribution, and/or electrical networks 
  
b) An exemption from the payment of customs and duties shall apply to the construction of power 
plants generating up to 20 (twenty) megawatts (MW) in the conversion of renewable energy to 
electricity.  To that end, legal and natural persons must file an exemption request with the Ministry 
of Finance15 (fifteen) days prior to the importation of machinery, equipment, materials, and 
supplies needed and intended, exclusively, for development of renewable energy projects in 
accordance with the Program’s requirements.  All documentation filed with Ministry of Finance 
must be authorized and certified by the Supervisor of Electrical Power Generation and 
Telecommunications (SIGET). 
  
c) A ten (10) year exemption applies to renewable energy conversion plants generating less than 
10 megawatts MW of electricity. The 10-year exemption begins at the start of plant operations on 
the fiscal year it starts generating income. 
  
d) Individuals and companies operating renewable energy conversion plants for the generation of 
electricity enjoy a tax exemption when compliant with the 'Certified Emission Reductions' (CER) 
framework of the Mechanism for Clean Development (CDM) or similar carbon markets. Entities 
operating renewable energy conversion plants in compliance with the Program may avail 
themselves of this tax exemption if: 
  
i. Renewable energy conversion projects are properly registered and certified in accordance with 
the requirements of the Clean Development Mechanism (CDM) of the Kyoto Protocol; 
  
ii. Renewable energy conversion project owners provide CER certificates, a record of revenue 
proceeds, and a list of purchasers; 
  
iii. Renewable energy conversion project owners submit a copy of the emissions reduction 
purchase agreement evidencing energy prices and listing amounts by which emissions were 
reduced; and 
  
iv. Renewable energy conversion project owners provide documentation proving CER certificates 
were issued by the Ministry of the Environment and Natural Resources. 
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e) Article 65 of the Tax Code on Transfers of Personal Property and Services governing the 
installation of renewable energy conversion plants states companies can deduct expenses related 
to their construction, installation, and operation.  These deductions cover expenses related to pre-
investment studies preceding the investment in construction of renewable energy conversion 
plants; the actual investment in the actual construction, installation and operation of renewable 
energy conversion plants; and the purchase of real estate in connection with the construction, 
installation, and operation of renewable energy conversion plants. 
  
FREE TRADE ZONE 
  
El Salvador offers generous tax incentives to export-oriented manufacturing companies located in 
Free Zones or Warehouses for Inward Processing (DPA, for its acronym in Spanish). Free Zones are 
industrial parks considered outside the national territory for fiscal purposes, and thus raw material 
or merchandise required by companies are imported free of taxes and tariffs. If a company – for 
technical reasons – is unable to operate inside a free zone, it can be authorized to operate outside 
as a Warehouse for Inward Processing (DPA) and enjoy all the benefits of this law. 
 
Eligible activities in El Salvador  
 
❏❏ The production, assembly or maquila, manufacture, processing, transformation or 
commercialization of industrial goods 
❏❏ Fishing of maritime species to undergo industrial transformation, including preparation, 
canning, derivatives or sub products, as well as their respective processing and commercialization 
❏❏ Cultivation, processing and commercialization of flora species grown in protected structures in 
greenhouses and laboratories 
❏❏ Breeding and commercialization of amphibian and reptile species in captivity 
❏❏ Dehydration of ethyl alcohol 
 
Benefits 
 
❏❏ Full exemption from customs duties and other taxes on the import of machinery and equipment 
used for production 
❏❏ Full exemption from customs duties and other taxes on the import of raw materials and other 
goods used for production 
❏❏ Full exemption from customs duties and other taxes on lubricants, fuel and other substances 
used for production 
❏❏ Full exemption from taxes on the transfer of real-estate property, for the acquisition of real 
estate that will be used in the incentivized activity 
❏❏ Income tax exemption according to the following table: 
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Shareholders also benefit with full exemption from income tax on the distribution of profits and 
dividends – originating from the incentivized activity during the first 12 years. 
❏❏ Exemption from municipal taxes, according to the following table: 
 

 
 
Municipal councils, with the purpose of promoting the development of their municipalities, have 
the legal power of granting additional benefits to investors. Upon the expiration of the full 
exemptions period, investors established in free zones can benefit of an additional five years of 
total exemptions if they have increased their investment (in relation to their initial investment) by 
100 % in the last five years. 
 
TOURIST INCENTIVE REGIME 
 
Tourism projects with a minimum investment of USD 25,000 are eligible to be declared of 
“national touristic interest” and enjoy the following benefits: 
 
❏❏ Full exemption from taxes on the transfer of real-estate property, for the acquisition of real 
estate intended for the project 
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❏❏ Full exemption from customs duties and other taxes on the import of goods, equipment and 
accessories, machinery, vehicles, aircrafts or maritime vessels and construction materials, used for 
buildings until the completion of the project 
❏❏ Full exemption from income tax for a period of 10 years 
❏❏ Partial exemption from municipal taxes (up to 50%) for a period of 5 years, beginning in the 
fiscal year in which the business begins operations. 
 
TAXES 
  
Taxes are one of the main concerns for every investor that wants to set up and operate a business 
in El Salvador. A more complete guide regarding tax payments is available on e-regulations 
website http://elsalvador.eregulations.org/. 
  
Note: El Salvador’s legal framework provides generous tax incentives, including full exemption 
from tax, municipal taxes, taxes on transfers of real-estate property, as well as customs duties and 
taxes on the import of machinery, equipment, raw materials and other articles used in the 
production of goods and services. 
  
1. Income Tax: A 30 % tax rate is applied over taxable income. For legal entities with taxable 
income less than or equal to USD 150,000.00, a reduced rate of 25 % is applied. 
  
2. Branch Profits Tax: Branches of foreign companies are subject to the same tax rates as 
Salvadoran companies. 
  
3. Dividend Tax: Dividends paid or credited to shareholders (individuals or legal entities) are 
subject to a 5 % income tax rate. 
  
4. Tax on Transfers of Real Estate Property: The transfer of real estate is subject to a tax rate of 3 % 
applicable on amounts exceeding USD 28,571.43. 
  
5. Value Added Tax (IVA for its acronym in Spanish): Services and goods are subject to a 13% 
value added tax. The following items are exempt from IVA: Public health, home rentals, 
education, state titles, public water, public transportation, pension funds and public lottery. 
  
Other Taxes 
  
a) Municipal Taxes: Taxes are paid according to a table established by each municipality based on 
the company ́s total assets. For example, in San Salvador rates are determined by the company ́s activity 
(industrial, commercial or other). 
  



 20 

b) Company and Establishment License: All industrial or commercial businesses are required to 
have an annual license to operate. This tax is paid based on the company ́s total assets according to the 
following rates: 
  
✔From USD 2,000.00 to USD 57,150.00 pays USD 91.43 ��� 
✔From USD 57,151.00 to USD 114,286.00 pays USD 137.14 
✔From USD 114,287.00 to USD 228,572.00 pays USD 228.57. 
  
If assets exceed USD 228,572.00, USD 11.43 will be paid for every USD 100,000.00, up to a limit 
of USD 11,428.57. 
 
V. IMPORT AND EXPORT REGULATIONS 
 
PRINCIPAL INSTITUTIONS THAT PROMOTE INVESTMENT IN EL SALVADOR 
 

1. Ministry of Economy 
 

One of their objectives is to promote economic and social development by increasing production, 
productivity and the rational use of resources. 

 

On their website www.minec.gob.sv you will find extensive information on: 

o Statistics and Censuses 
o Trade and investment: tax incentives, free trade zones, commercial information, etc. 
o Commercial obligations: accounting systems, etc. 
o Commercial policy: TLCS, tariffs, Central American integration, SGP, home goods, etc. 
o Hydrocarbons and mines. 
o Administration of trade agreements 

 
The National Bureau of investments is the one stop shop to facilitate implementation of all 
procedures that fall within the domestic and foreign investors. 

 

The Fund for the Promotion of Exports (FOEX) created to foster the development of exports in 
Small and Medium Enterprises (SMEs) Salvadoran, through grant cofinancing from 50% of eligible 
activities within an exported project. 

 

2. PROESA (National Investment Promotion Agency) 
 

PROESA, the National Investment Promotion Agency of El Salvador, is the government institution 
that provides foreign investors professional advice regarding the business environment and 
business opportunities in the country. Its primary goal is to attract foreign investment and advise 
interested in investing in El Salvador. 



 21 

 

PROESA assists investors with: 

 

o Comprehensive information on business opportunities in El Salvador. 
o Support to coordinate visiting programs and finding the right to settle in El Salvador places. 
o Customized information and practical advice on how to establish a business, etc. 

 

In their website, www.proesa.com.sv, you'll find information like: 

 

o Investment opportunities 
o Legislation 
o Data on labor force, wages, etc. 
o Why invest in El Salvador. 
o Infrastructure, EPZ and more. 

 

3. Exports 
 

Is the official agency for the promotion of exports of El Salvador, which facilitates and promotes 
flexible, timely and effectively, the business access to services, support mechanisms and both 
public and private programs that enable them he inserted effective and sustained in key 
international markets to increase exports. 

 

Its main lines of action are: 

o Market Information 
o Internationalization strategies 
o Marketing 

 

On its website: www.exporta.gob.sv find, among other information, the following: 

o Information markets 
o Internationalization 
o TPA 
o Link to related institutions Salvadoran exports 

 

4. EXPRO 
 

EXPRO, is a program of the Agency for International Development (USAID) and the Government 
of El Salvador to support and promote exports of micro, small and medium enterprises in the 
United States and other international markets; helping them to exploit the opportunities opened up 
by the liberalization of international trade. 
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Program implementation is effected through institutional partnerships with the Ministry of Finance, 
other ministries and other stakeholders to promote the country's exports entities. 

 

The Technical and Financial Assistance to EXPRO provides businesses operate under a cost-
sharing scheme. Access to this scheme is free and does not require the payment of commissions or 
fees to apply to it. 

 

They offer services such as technical assistance, training, market research, identifying business 
prospects, participation in fairs and trade missions. 

 

5. Chamber of Commerce and Industry of El Salvador 
 

It is the institution dedicated to promoting and defending the free enterprise system, promoting 
business development and implementing actions to promote competitiveness in El Salvador. 

 

On the web page: www.camarasal.com find information on: 

o Investment climate 
o Exports 
o Doing Business with El Salvador 
o Center or mediation and arbitration 
o SMEs in El Salvador 
o Directory or partners 
o Corporate news, links of interest and more. 

 

6. Exporters Corporation of El Salvador (Coexport) 
 

The Corporation of Exporters of El Salvador is an institution serving the export sector. 

It was created by a group of exporters identified by a common goal: "Create more and better job 
opportunities for Salvadorans through the promotion, establishment and expansion of export 
industries." 

 

In your web you will find: 

o Information to the exporter 
o Fair or virtual 
o Exporters directory, etc. 

 

7. National Association of Private Enterprise (ANEP) 
 

The National Association of Private Enterprise (ANEP) was founded in September 1966. Their goal 
is to contribute to economic, social, and cultural development of El Salvador, to promote the 
strengthening of the corporate sector and the democratic rule of law. 
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The Association is made up of associations or institutions of representative sections of the private 
sector. Currently has 43 union members and with the support of 153 companies  

 

On its website: www.anep.org.sv you will find the following information. 

o Shares or the union. 
o Projects 
o List of associations and member companies 
o Indicators 
o Forums, etc. 

 

8. Salvadoran Industrial Association (ASI) 
 

The Salvadoran Association of Industrialists, ASI, was founded on June 12, 1958, in order to 
promote, preserve and defend the country's industry, based on the principles of free enterprise. 

ASI represents the interests of over 500 members who are engaged in industrial activities and 
related or complementary. 

 

On the website of the Association: www.asi.com.sv find, among other information, the following: 

o Database or associates. 
o Industrial sectors. 
o Relationship union or related industry 
o Useful links, etc. 

 

IMPORTS 

Imports in El Salvador increased to 903.80 USD Million in April of 2014 from 896.20 USD Million 

in March of 2014. Imports in El Salvador averaged 491.32 USD Million from 1991 until 2014, 

reaching an all time high of 1027.10 USD Million in July of 2012 and a record low of 91 USD 

Million in March of 1991. Imports in El Salvador are reported by the Central Reserve Bank of El 

Salvador. 

El Salvador's main imports are: fuels, food, capital goods and consumer goods. El Salvador main 
import partner is the United States with 40 percent of total imports. Others include: Guatemala, 
Mexico and China.  
 
EXPORTS 
 
Preferential Access to International Markets  
 



 24 

El Salvador has trade agreements with 45 countries in the Americas, Europe and Asia. Together 
they represent a potential market of 1.2 billion consumers. These agreements provide flexible rules 
of origin and major reductions in import tariffs. El Salvador has been a leader in negotiating trade 
agreements with strategic partners:  
 

 
 
CUSTOM PROCEDURES 
 
1. Procedure for the Import Clearance Process  
 
The clearance of an import can be attended by a Custom Agent, a Special Representative, a 
solicitor or the importer himself/herself through the Customs when the legal circumstances allow 
it.  
 
It is important who decides to participate in this procedure understands that the transparency and 
veracity of the information presented, is indispensable to avoid risks of committing an act that may 
be sanctioned by the Customs Authority.  
 
2. Merchandise Verification or Previous Exam  
  
It is a recognition method that can be used by the deponent, with the intention of reviewing the 
state, quantity and manner in which the merchandise arrived to the country.  
 
The prior allows detecting, before payment of the custom duties and taxes, any difference 
regarding to what the importer requested to his/her supplier; writing it in the declaration or 
returning the merchandise to the supplier.  
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This information is also an important source of data, in order to be able to correctly declare the 
merchandise description in the import document.  
 
3. Merchandise Declaration Form  
  
There are various forms or types of declaration, according to the regime that is desired to destine 
the merchandise.  
 
Some of them are the forms of definitive Import of Vehicles Declaration, General Merchandise, 
Processing through Solicitors, simplified Procedure “Courier”, these forms are available in the web 
page www.aduana.gob.sv. 
 
VI. STRUCTURES FOR DOING BUSINESS 

 
SETTING UP A BUSINESS 
  
Article 21 Commerce Code states how a legal entity is formed, which is by Public Document. The 
minimum requirements that such Document has to contain are found on Article 22 of the 
Commerce Code. The minimum equity for a legal entity requires is USD$2,000. After such 
procedure is done, the legal entity must be registered at the Registry of Commerce according to 
Article 24 of the Commerce Code and Article 13 of the Registry of Commerce Law. 
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These procedures can be carried out simultaneously online through www.miempresa.gob.sv or 
through the National Registry Centers (CNR) One- Stop Office (Ventanilla Integral de Servicios). 
Visit http://elsalvador.eregulations.org to find more information about forms, required 
documentation and processing times.  
  
LIMITED LIABILITY COMPANIES 
  
Limited Liability Companies (LLCs) are permitted in El Salvador. In LLCs, partners are liable for the 
company’s responsibilities up to the amount of their individual capital contributions, which are 
divided in capital participation and are not represented by shares of stock. The commercial name 
of a LLC may be either formed by the names of one or more of its partners or any different name 
that may be given as desired. The given name must be immediately followed by the word 
“Limited” (Limitada or Ltda). The failure to include this word within the Companies denomination 
or name will make the partners severally and unlimitedly liable for the company’s responsibilities 
and obligations. It takes a minimum of two and no more than twenty-five partners to form a LLC. 
Each partner shall only have one “quota” or capital participation. In the event one partner acquires 
a new quota or makes additional contributions, the value (and not the quantity) of its quota shall 
increase. 

- If so, how are they registered or incorporated? 
The act of incorporation takes place before a notary public, and the document prepared by the 
notary is taken to the Registry of Commerce for its registration. The registrar’s office will attach a 
document to the incorporation text certifying its registration. 
  
- How long do these procedures take?  
The process can take from 4 to 5 days. 
 
- What costs and fees are involved?  
���Main costs and fees are: ���a) Legal counsel's fees which are agreed by mutual consent between the 
client and the attorney. ���b) Registration fees (the amount to be paid will depend on the capital of the 
LLC). The minimum capital to establish an LLC is US$11,428.57, having registration fees of 
US$57.14. 
  
- Must a national of the country or a related State be a participant, manager or director? ��� 
No. 
  
- Are there restrictions on capitalization?  
 No. 
 
- What are the investor's tax consequences? ��� 
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Tax consequences depend on the type of assets that will be capitalized. Some of could be 
considered income, and be subjected to income tax. 
  
JOINT VENTURES 
  
They are permitted; however, there is no specific legal structure for a joint venture. Basically the 
terms of the agreement between the participating parties will be incorporated into a contract that 
does not have to be registered anywhere. 
  
This procedure takes the time it takes to sign the contract before a public notary, which could be 
one day or more, depending on the complexity of the agreement. 
  
The costs and fees are the attorneys and notaries fees, which can vary according to the importance 
of the subject matter or the complexity of the contract. 
  
Tax consequences will depend on the type of assets that will be capitalized. Some of them could 
be considered income, and be subjected to income tax. 
TRUSTS (“FIDEICOMISO”)  
 
Salvadoran Law, in essence, does not regulate Trusts. Our local figure of Trust is called 
“Fideicomiso” and is very similar to it. Our local Trust is done by transmitting the Title of the 
Property of real estate or any other to an individual called fiduciary so that he can use them, the 
person that transmit wish or demand is called settler, this is done in favor or benefit of a third party 
called trustee. Our Commercial Code and Civil Code regulate Trusts, obligations, parties and 
generalities of it. 
 
FIDUCIARY ENTITIES 
 
The Fiduciary entities in our country are banks authorized by the entity that regulates and control 
all our financial system in El Salvador that is called “Superintendencia del Sistema Financiero”. 
 
HOLDINGS AND SUBSIDIARIES 
 
Holdings are not regulated in our legal system, and in accordance to our tax law there is no 
advantage in having them in El Salvador. 
 
In our Country they are examples of subsidiary companies they are conform in accordance of 
other countries laws they can establish subsidiary companies in El Salvador the only regulation is 
that their registries, documents such as accountancy, contracts and others should be in Spanish,. 
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VII. OPERATION OF THE BUSINESS 
 
IMMIGRATION LAW 
 
This Law is the tool that allows the Salvadoran State to exercise immigration control and establish 
the rules that should be followed to the entry and exit of people to the country. Additionally, it was 
created in modern legislation to stimulate tourist traffic to the country without the state weakens 
the necessary safety measures itself. 
 
ENVIRONMENTAL LAWS 
  
El Salvador Government is very concerned with Environmental problems and the negative impact 
that they cause, which is the reason it has signed treaties with other countries to control 
Environmental issues. El Salvador also has Environmental laws to protect natural resources. Some 
specific laws establish mechanism to protect environment, specifically the Environmental Law, 
Water laws, laws concerning to Dangerous or contaminating substances, Natural protected areas 
law, and laws concerning to forest. Finally, damages done to the environment are punished with 
jail according to the Penal Code. 
 
INSURANCE COMPANY LAW 
  
The objective of this Law is to regulate the establishment and operation of insurance companies 
and the participation of insurance intermediaries, to ensure the rights of the public and facilitate 
the development of the insurance business. 
  
Ensure trading risks based raw may be made only in El Salvador by insurance companies 
constituted under this Law, which are intended to develop this activity. 
  
When no outlets can be provided in this Law, the provisions of the Commerce Code shall apply. 
  
CONSUMER LAW 
  
The purpose of this law is to protect the rights of consumers and allow equilibrium, and security in 
the relationship with suppliers. 
  
At the same time this law established the national system of consumer protection and the 
Consumer Defensive Office like the institution in charge to promote development of the protection 
of consumers, establishing its organization, purpose and its relations with government and 
institutions. 
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INTELLECTUAL PROPERTY LAW 
  
The purpose of this law is to assure protection of intellectual property, establishing bases that 
promote and protect this kind of property. 
  
This law protects author rights, industrial property in relation to inventions, utility models, 
industrial designs and commercial or industrial secrets. 
  
LABOR LAW 
  
The purpose of this Law is to regulate relations between employers and workers, stating the rights 
and liabilities and is based in basic principles that tend to improve life conditions of workers, 
specially the principles written in the primary law of our country that is our Political Constitution. 
 
El Salvador’s Labor Code balances workers’ rights protection with the flexibility that employers 
require to manage their businesses and create jobs. 
 
El Salvador is characterized as having good employer-worker relationships and has not been 
affected by significant disputes or strikes. The level of unionization is low, as is the incidence of 
strikes. 
 
COMPETITION LAW 
 
The object of this Act is to promote, protect and ensure competition, through the prevention and 
elimination of anti-competitive practices, manifested in any form limit or restrict competition or 
impede market access to any operator, in order to increase economic efficiency and consumer 
welfare. 
  
MEDIATION, CONCILIATION AND ARBITRATION LAW 
 
This Act establishes the legal regime applicable to the arbitration, subject to the provisions of 
treaties or international conventions. It also recognizes the effectiveness of alternative means of 
dispute resolution, which may optionally take the natural or legal persons capable in civil or 
commercial matters on which they have the free disposal of their property and are subject to 
compromise or desist. 
 
CONSTRUCTION PROJECTS PROCEDURE STREAMLINING LAW 
 
This law aims to speed up the approval of permits and authorizations for construction and land 
fragmentation projects throughout the national territory, regardless of its nature. 
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Benefits 
 
❏❏ Creation of a One-Stop-Office for the reception and processing of construction and land 
fragmentation project applications 
❏❏ Development of a centralized information technology system to track applications 
❏❏ Publication of updated information about requirements, administrative procedures, criteria and 
environmental and cultural zoning 
❏❏ Procedure streamlining (if a public authority doesn´t resolve within the established deadlines, it 
shall be understood that such resolution has been issued in favor of the applicant, enabling him to 
continue with the process) 
 
VIII. FINAL NOTES 

 
After all the research done we conclude that El Salvador is heading in the path of a country in 
process of development in areas such as electricity, infrastructure and legal security, there are still 
many things to do. Laws, taxes and other regulations are subject to be modified and this is inspired 
in the changes that have to be done to continue in the right path of a country in process of 
development. Right now El Salvador has experienced a change in the Executive Power with a new 
President, Mr. Salvador Sanchez Cerén, thus during the next five years many things could be 
changed according to the country´s needs. 




