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THE YEAR'S LENDING
Summary

This section contains a summary of the year’s lending
and country chapters, which include descriptions of
the loans, technical cooperation operations ($500,000
and above), small projects and Multilateral Investment
Fund (MIF) operations ($500,000 and above) autho-
rized by the Bank in 1999. It concludes with informa-
tion related to the Bank’s lending and technical
cooperation program and the Statement of Approved
Loans and Guarantees.

The loans and guarantees authorized by the Bank
in 1999 came from the following sources:

* Ordinary capital resources: 68 loans for $8,800
million and 2 guarantees for $250 million brought the
cumulative total of loans, less cancellations, to 1,404
for $87,869 million; and guarantees for 4 operations
totaling $356 million as of December 31, 1999.

+ Fund for Special Operations: 23 loans total-
ing $417 million brought the cumulative total of loans,
less cancellations, to 1,040 for $14,663 million as of
December 31, 1999.

+ Other Funds: There were no loans approved
in 1999. Cumulative total loans, less cancellations,
were 204 for $1,726 million as of December 31, 1999.

+ Export financing: Increases in previously ap-
proved export financing credits from the ordinary
capital and the Venezuelan Trust Fund for $18.3 mil-
lion brought the cumulative total to $1,115 million as
of December 31, 1999.

The Bank agreed to partially defray up to five
percentage points of the interest on 11 loans for $149
million, approved in 1999 from the ordinary capital
sources, with funds from the Intermediate Financing
Facility (IFF) created under the Sixth Replenishment.

In addition, in 1999, three loans with an out-
standing balance of approximately $19 million to
Guyana related to the Heavily Indebted Poor Coun-
tries Initiative (HIPC) were approved to receive an IFF
subsidy.

Total Cost of Projects

The $9.5 billion in Bank loans and guarantees help to
finance projects involving a total investment of more

TABLE III. DISTRIBUTION OF LOANS
(In millions of U.S. dollars)

Sector 1999 % 1961-99 %
Productive Sectors
Agriculture and Fisheries $ 100 1.1 $ 12,543 12.0
Industry, Mining and Tourism 1,211 12.8 9,056 8.7
Science and Technology 251 2.6 1,581 1.5

Physical Infrastructure

Energy 367 39 16,632 159
Transportation and
Communications 690 7.3 12,759 12.2
Social Sectors
Sanitation 492 52 8,903 8.5
Urban Development 233 25 5,979 5.7
Education 400 4.2 4,247 4.1
Social Investment 2,484 26.2 6,937 6.6
Health 475 5.0 2,175 2.1
Environment 82 09 1,612 1.5
Microenterprise 100 1.1 591 0.6
Others
Reform and Modernization
of the State 2,344 247 16,277 15.6
Export Financing 18 0.3 1,543 1.5
Others 240 2.5 3,789 3.6
TOTAL $9,486 $104,625

than $14.6 billion. The Bank’s loans cover only a part
of the total cost of the projects being carried out by
the borrowing countries. The balance over and above
the Bank’s contribution comes from the Latin Ameri-
can and Caribbean countries and, in some cases, other
sources of financing.

Disbursements

The Bank’s disbursements on authorized loans
amounted to $8,387 million in 1999, compared with
$6,635 million in 1998. As of December 31, 1999, cu-
mulative disbursements, including exchange adjust-
ments, totaled $78,325 million, or 75 percent of the
loans authorized by the Bank. The 1999 disbursements
and cumulative totals by funds include:
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TABLE IV. THE BANK’S YEARLY (1999) AND CUMULATIVE LOANS AND GUARANTEES (1961-99)
(In millions of U.S. dollars)

Detail by Funds
Fund for Funds in
Total Amount Ordinary Capital® Special Operations Administration
Country 1999 1961-99 1999 1961-99 1999 1961-99 1999 1961-99
Argentina $ 460.9 $ 15,251.3 $ 460.9 $14,554.7 $ 0.0 $ 6476 $0.0 $  49.0
Bahamas 23.5 280.1 23.5 278.1 - - - 2.0
Barbados - 385.1 - 323.3 - 42.8 - 19.0
Belize 24.9 44.4 24.9 44.4 - - - -
Bolivia 153.1 2,784.1 - 1,060.4 153.1 1,651.8 - 71.9
Brazil 4,789.5 21,931.1 4,789.5 20,241.1 - 1,559.7 - 130.3
Chile 265.0 4,357.0 265.0 4,111.3 - 203.3 - 42.4
Colombia 1,037.6 8,207.1 1,037.6 7,386.5 - 759.3 - 61.3
Costa Rica - 2,070.2 - 1,590.3 - 351.8 - 128.1
Dominican Republic 259.4 1,931.2 259.4 1,140.6 - 704.8 - 85.8
Ecuador 0.8 3,567.4 0.8 2,543.4 - 936.0 - 88.0
El Salvador 42.2 2,541.1 42.2 1,657.4 - 749.3 - 134.4
Guatemala 236.5 2,210.1 236.5 1,520.2 - 629.8 - 60.1
Guyana 84.4 708.2 - 110.8 84.4 590.5 - 6.9
Haiti - 760.8 - - - 754.4 - 6.4
Honduras 85.2 1725 - 525.7 85.2 1,396.3 - 50.5
Jamaica 73.6 1,363.5 68.1 1,000.7 - 163.8 5.5 199.0
Mexico 918.6 12,993.0 918.6 12,3727 - 559.0 - 61.8
Nicaragua 93.9 1,564.5 - 264.1 93.9 1,250.3 - 50.1
Panama 64.7 2,020.0 64.7 1,706.9 - 280.5 - 32.6
Paraguay 67.3 1,573.2 67.3 983.6 - 577.4 - 12.2
Peru 518.9 5,366.2 518.9 4,727.0 - 418.1 - 221.1
Suriname 0.7 48.9 0.7 46.6 - 2.3 - -
Trinidad and Tobago 107.0 1,038.0 105.0 981.6 - 31.2 2.0 25.2
Uruguay 77.8 2,334.8 77.8 2,188.9 - 104.1 - 41.8
Venezuela 100.0 4,421.8 100.0 4,247.5 - 101.4 - 72.9
Regional - 2,889.3 - 2,618.5 - 197.2 - 73.6
TOTAL $9,485.5 $104,614.7 $9,061.4 $88,225.7 $416.6 $14,662.7 $7.5 $1,726.4

! After cancellations and exchange adjustments. Totals may not add up due to rounding.
?*Detail includes private sector loans, net of participations.

+ Ordinary capital resources: $7,947 million, Repayments
bringing the cumulative total to $63,939 million as of

December 31, 1999.

Loan repayments amounted to $2,306 million in 1999.

+ Fund for Special Operations: $430 million, Cumulative payments as of December 31, 1999, were

bringing the cumulative total to $12,732 million as of $32,374 million. Repayments received by the Bank

December 31, 1999.

during the year, and cumulative as of December 31,

+ Other funds: $10.3 million, bringing the cu- 1999 were:

mulative total from funds administered by the Bank * Ordinary capital resources: $1,988 million,

to $1,654 million as of December 31, 1999.

bringing the cumulative total, before repayments to
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participants, to $25,380 million as of December 31,
1999.

+ Fund for Special Operations: $289 million for
a cumulative total of $5,447 million as of December
31, 1999.

+ Other funds: $29 million, bringing the cumu-
lative total to $1,547 million as of December 31, 1999.







ARGENTINA

IN 1999, THE BANK APPROVED SIX LOANS, ONE TECH-
NICAL COOPERATION OPERATION AND THREE MIF
FINANCINGS TO ARGENTINA. ON A CUMULATIVE BASIS,
THE BANK HAS MADE 208 LOANS AND GUARANTEES TO-
TALING $15,251 MILLION AND DISBURSEMENTS HAVE
TOTALED $10,933 MILLION.

Technological Modernization Program II
($140 million loan from the OC)

This program will promote greater efficiency and com-
petitiveness of small and medium-sized enterprises by
supporting innovative productive projects, science and
technology, and research and development.

Although there was improvement in efficiency
and growth in labor productivity in the Argentine
economy in the 1990s, the pace of technical progress
in developing goods and services with greater value
added has been modest. Small and medium-sized en-
terprises in particular have had problems adopting the
international technological practices needed to be com-
petitive.

This program will provide cofinancing instru-
ments and incentives for projects that initiate, import,
alter or adapt technologies, including matching grants
for enterprises looking to improve or develop prod-
ucts and processes, and credits for scientific and tech-
nological firms and institutions that provide services
to increase competitiveness.

The program will also support scientific activi-
ties directed toward specific issues of importance to the
productive sectors. Financing will be provided for re-
search and development facilities, with special atten-
tion to addressing priority thematic and geographic
areas, such as experimental development of submarine
satellites and development of ocean resources. The pro-
gram will ensure that researchers in such areas have
appropriate infrastructure, access to information ser-
vices, technical and administrative support, and trained
human resources.

Provincial Primary Health Care Reform
($100 million loan from the OC)

This operation will support more efficient and equi-
table health care delivery by introducing new approaches
to primary care in Salta, La Pampa and Cdrdoba.

The most serious problems in publicly funded
health services in Argentina are hospital-centered in-
stead of prevention-based care, heavily centralized op-
erations, limited targeting and cost-recovery capacity,
and the need for a core of primary care services to bet-
ter address leading health problems, particularly of
mothers and children. The provincial primary health
care model developed through this program is expected
to become the pillar of the nation’s health reform by
developing specific targeting criteria to ensure that
health services reach the neediest; promoting systems
driven by user needs and preferences; introducing in-
centives to reward quality care providers; and adopt-
ing family health care approaches and more
cost-effective management models.

In Salta, the principal project objective is to set
up Family Health Units with new personnel remunera-
tion and incentive systems, staff training, and institu-
tional strengthening of the provincial health ministry
to regulate, manage and evaluate the new care model.
The program will also finance construction, renova-
tion or equipping in Salta of 200 Family Health Units
and 25 health centers. The projects being designed for
La Pampa and Cérdoba are expected to follow that of
Salta, with all three provinces serving as models for ex-
tending the program nationwide.

A national component of the program will pro-
vide technical support, training and information sys-
tems aimed at redirecting the country’s health system
toward the new primary care model.

Small Business and Microenterprise Credit Program II
($100 million loan from the OC)

Small businesses and microenterprises account for an
estimated 60 percent of all jobs in Argentina, ranging
from small firms in the formal market to street ven-
dors and businesses operated out of homes. The short-
age of formal financial institutions and credit in the
small business sector limits the capacity of these entre-
preneurs to compete and expand, since the credit avail-
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able to them through suppliers and finance companies
carries high interest rates.

This program will channel loans through regu-
lated intermediary financial institutions (IFIs) to small
businesses whose annual sales volume does not exceed
$500,000. Median loan amounts must not exceed
$10,000, and credit will be provided under market terms
and conditions. The first phase of the program, which
was fully disbursed in 1997, provided financing through
32 banks to some 9,500 small businesses and
microenterprises throughout Argentina.

Because traditional lending procedures often ex-
clude small businesses and microenterprises from the
formal financial sector, this program will also provide
technical assistance to promote lending technologies
that encourage IFIs to lend to these firms and provide
them with other financial services. The long-term goal
is to increase the incentives for banks to adopt credit
technologies that will make lending to small businesses
profitable and sustainable.

Aguas Argentinas’ Capital Investment Program
($75 million loan from the OC with a “B” loan of $225
million)

Aguas Argentinas, S.A. is the sole provider of potable
water and sewerage services for Buenos Aires and its
other districts. The private firm was awarded a 30-year
concession in 1993, with the contract based on the
achievement of gradual performance targets related to
such areas as population served, percentage of wastewa-
ter with primary and secondary treatment, sewerage
network renovation, maximum allowable unaccounted-
for water, and service expansion and quality.

Aguas now serves an estimated 9 million people
and is credited during its first five years with modern-
izing facilities, improving service quality and manage-
ment efficiency, and preparing a detailed expansion
program. This operation will finance the company’s
second five-year investment plan, which will focus on
expansion works and continued rehabilitation of ex-
isting infrastructure, including the following:

+ Rehabilitation of water and sewerage second-
ary systems in the capital and southern concession ar-
eas;

+ Expansion of the system;

+ Repair and enlargement of sewerage pumping
stations, including Boca-Barracas and Wilde;

+ Infrastructure improvements at its two treat-
ment plants to comply with higher water quality stan-
dards.

Under the Bank’s “B” loan, commercial banks or
other financial institutions will provide up to $225
million in investments for the program through the
subscription of participation agreements with the Bank.

Rosario-Victoria Bridge
($33.1 million loan from the OC, with a “B” loan of
$40.7 million)

This project will finance construction of a toll bridge
and connecting highway over the Parana River, saving
considerable travel time in a region of growing indus-
trial and commercial importance.

Multinational companies involved in MERCOSUR
commerce increasingly view the Rosario area as an opti-
mal location to supply the Argentina market and at the
same time access transport routes to neighboring coun-
tries. The new bridge corridor—located midway be-
tween the two existing river crossings 360 kms apart in
Zarate and Parana—will further enhance the region’s
commercial attractiveness by reducing several hours of
travel time.

The project involves construction of a two-lane
highway corridor across nearly 60 kms of the river ba-
sin, including a dozen short bridges over marsh areas
and a four-lane, cable-stayed bridge spanning the larger
channel. The project company, Puentes del Litoral S.A.,
an international consortium, will build, maintain and
operate the highway and bridges as a toll facility under
a 25-year concession agreement.

Because this is a greenfield project requiring a
total estimated investment of $374 million, the Gov-
ernment of Argentina is providing a substantial por-
tion of the capital cost to complement private
investment. The IDB’s participation, which includes up
to $40.7 million in financing from investors under sub-
scription of participation agreements with the Bank, is
designed to provide comfort to private sector lenders
and investors and to help the sponsors obtain loan
terms best suited for infrastructure investment.
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Strengthening of Foreign Trade Policy
($5 million loan from the OC)

This program will help shape and strengthen the for-
eign trade policy of Argentina. It includes institutional
strengthening of the External Trade Subsecretariat of
the Secretariat of Industry, Trade, and Mining, which
will carry out the initiative. The program will also help
coordinate trade policy with provincial government
bodies as well as with the private sector.

Argentina’s competitive position in world mar-
kets will be enhanced by this project through the es-
tablishment of a trade information network and pilot
export-sector programs, which will encourage trade
opportunities.

Since the beginning of this decade, Argentina has
undertaken a process of reforming and restructuring
its economy. One of the key components of the reform
has been the development of an active foreign trade
policy to help increase the country’s participation in
international commercial markets. From 1990 to 1998,
the amount of Argentina’s foreign trade almost tripled,
from less than $20 million annually to over $55 mil-
lion.

The program will support training of technical
personnel as well as advisory assistance and implemen-
tation of new information and organizational technolo-
gies for the subsecretariat, in order to enhance its
capacity for analysis and management of the instru-
ments of foreign trade.

Support for the CAUQUEVA, ASHCA CAYCU and
QUINE RAQUIZUAM Cooperatives
($1.7 million in loans and grants from the FSO)

These loans and technical cooperation grants will im-
prove production and marketing by small, low-income
farmers from rural agricultural cooperatives in three
different areas of the country. Financing for the Coop-
erative Agropecuaria y Artesanal Quebrada y Valles
(CAUQUEVA) near Humahuaca will be used to estab-
lish a rotating credit fund, introduce improvements in
irrigation, and establish a processing plant for horti-
cultural products. Credit and technical cooperation will
help cotton farmers in the ASHCA CAYCU Coopera-
tive in Chaco Santiagueno diversify production and
improve storage and marketing. An estimated 550 fami-
lies are expected to benefit from these first two projects.

The final project will operate in five departments
in the Province of Neuquen, helping impoverished
Mapuche Indians whose traditional production of wool
is threatened by lack of markets and desertification of
pastureland. This grant will provide technical assistance
and technology to improve natural resource manage-
ment, and improve the operating capacity of the Quine
Raquizuam Cooperative by purchasing basic inputs and
administrative and transportation equipment.

Equity Investment Fund for Small and Medium En-
terprises - CREDICOOP
($6.1 million MIF equity investment)

This will be one of the first equity funds for small com-
panies in Argentina. It will leverage a considerable
amount of private resources and could serve to attract
other private and public investors as well as manage-
ment companies to enter this area of investment. The
Project will finance two components: technical assis-
tance to support the creation of local capacities in man-
aging investment funds for small enterprises, which will
be financed with a grant from the MIF and Banco
CREDICOOP for a total of $230,000; and the estab-
lishment of an investment fund by the MIF, Banco
CREDICOOP and a Spanish insurance company.

Worker Skills Certification Program
($3.7 million MIF grant)

This project lays the institutional and methodological
foundations for development of a national skill stan-
dards and certification system in Argentina through
pilot certification and training programs. An alliance
will be created to oversee project implementation be-
tween the Argentine government, trade unions, and
business associations in four important industrial sec-
tors of the economy: printing, automotive parts, food,
and iron and steel. The program consists of two com-
ponents: The development of worker skills certifica-
tion systems and the modernization of training services.
The program also supports joint activities for the four
participating sectors, such as the gathering and dissemi-
nation of know-how regarding the development of la-
bor skills and their certification, as well as methodologies
for applying the skills approach in training systems.
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Support to the Small Retail Industry
($2 million MIF grant)

The main objective of the project is to help improve
the competitiveness of retail businesses, facilitating their
reconversion, sustainability, and growth. The Commer-
cial Business Activities Association (CAME), a non-
profit entity that represents the commercial and services
sector, will manage the program. The project is divided
into three subprograms. The first will co-finance the
development and implementation of training plans.
The second will co-finance the development of busi-
ness projects, related technical-assistance contracts, and
the formation and administration of competitive alli-
ances. The third subprogram will co-finance business
access to information and facilitate decision-making
by associations, shopping centers, stores and services
in general in areas such as market research, pricing,
suppliers, sales, design, marketing and training.

BAHAMAS

IN 1999, THE BANK APPROVED ONE LOAN TO THE BaA-
HAMAS. ON A CUMULATIVE BASIS, THE BANK HAS MADE
14 LOANS TOTALING $280 MILLION AND DISBURSEMENTS
HAVE TOTALED $222 MILLION.

Solid Waste Management Program
($23.5 million loan from the OC)

This project will improve environmental and health
conditions in New Providence and the Family Islands
by upgrading waste collection, transport and disposal,
and by reducing littering and illicit dumping.

An economy dependent on tourism, beaches and
the marine environment presents particular challenges
for solid waste management. Improper solid waste dis-
posal practices have negative effects on both human
health and on the aesthetic aspects of the landscape.

This program will finance construction of two of
five planned cells of the Harrold Road landfill on New
Providence, along with a yard waste shredding facility,
hazardous waste storage site, access roads, an office
building and workshop, scales, perimeter fencing, and

groundwater monitoring wells. Eighteen modified sani-
tary landfills will also be built on the Family Islands of
Abaco, Andros, Bimini, Cat Island, Fleuthera, Great
Exuma, Grand Bahama, Inagua, Long Island, and San
Salvador. The operation will also support a public in-
formation campaign to increase environmental health
education and awareness.

BARBADOS

THE BANK HAS MADE 37 LOANS TOTALING $385 MIL-
LION TO BARBADOS. CUMULATIVE DISBURSEMENTS HAVE
TOTALED $235 MILLION.

Bank activities in 1999 focused on working closely with
the Government of Barbados in resolving project
implementation issues, assisting the Government in
meeting disbursement eligibility requirements for re-
cently approved projects, and in financing important
policy studies. With a record $98 million in loan ap-
provals in 1998, the Bank’s active portfolio in Barba-
dos reached a high of $233 million. No new loans were
approved during 1999.

The Bank and the Government agreed in 1999
on a country strategy which acknowledges the signifi-
cant economic progress made recently by Barbados, its
mature governance system and its social progress as
reflected in its ranking of 24" in the UNDP Human
Development Index. The Bank’s country strategy over
the medium term will continue support for an export-
led development path through private sector develop-
ment, and help to strengthen the social and economic
underpinnings of sustainable economic growth.

Progress was made in terms of project prepara-
tion on a Justice Improvement Project and in dialogue
on the scope of a rehabilitation program for the
Bridgetown Port. Technical assistance was provided to
the Government in two crucial areas of policy. Within
the context of an aging population and an attendant
increase in the social welfare burden, an assessment of
future costs of public sector pensions was initiated as a
first step to designing a broader pension reform pro-
gram. In support of the Government’s intention to
improve the efficiency of delivery and quality of public
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utility services, the Bank assisted with studies toward
establishment of a Fair Trading Commission which is
expected to be operational in early 2000.

BELIZE

IN 1999, THE BANK APPROVED TWO LOANS AND TWO
MIF FINANCINGS TO BELIZE. ON A CUMULATIVE BASIS,
THE BANK HAS MADE FIVE LOANS TOTALING $44 MIL-
LION AND DISBURSEMENTS HAVE TOTALED $5 MILLION.

Hurricane Rehabilitation and Disaster Preparedness
($21.3 million loan from the OC, with $8.3 million par-
allel cofinancing from the Caribbean Development
Bank)

Although Belize escaped the worst ravages of Hurri-
cane Mitch in 1998, there was some damage to coastal
areas and an estimated 28,000 people (13 percent of
the population) had to be evacuated inland into inad-
equate and overcrowded shelters. Most importantly, the
storm pointed to the need for immediate improvements
in management of disaster preparedness, mitigation
and relief efforts.

This program will develop a network of emer-
gency shelters by financing the construction of four
multi-purpose structures and reinforcing schools and
other community facilities that can serve as shelters
during a crisis. The shelters will be designed to with-
stand category 5 hurricane winds and storm surges and
will be strategically located to provide refuge for the
populations of Punta Gorda, Dangriga, Belize City,
Orange Walk and Corozal.

The program will also finance dredging, bank sta-
bilization, lining of canals and other drainage works to
reduce vulnerability to flooding in Belize City, espe-
cially in the city’s flood-prone low-income areas. Fi-
nally, technical assistance and equipment will be
provided to improve the nation’s institutional response
capacity by conducting hazard analysis and risk assess-
ment studies, designing and implementing building
codes, establishing a national disaster management
plan, and providing public education and training pro-
grams for local civil preparedness.

Modernization of Agricultural Health
($3.6 million loan from the OC)

With the opening of international markets, countries
are developing stricter import regulations, forcing ex-
porters to implement quality control systems for pro-
duction prior to shipment. This program will make
Belize’s agricultural exports more competitive by en-
suring product safety and quality, reducing losses from
disease, and increasing the efficiency of animal and
plant health services.

Agriculture in Belize accounts for one-fifth of
GDP and 87 percent of merchandise exports. As a mem-
ber of the WTO, the country is expected to have con-
formed with standards on sanitary and phytosanitary
measures by 1999, so there is an urgent need to im-
prove control systems to avoid on-farm losses and re-
jection of exports in commercial markets.

This loan will improve animal and plant surveil-
lance and control programs, including agricultural in-
spection, and strengthen the laboratory services needed
to support those programs. Two new border quaran-
tine and inspection stations and a port control point
will be established and six other control points reha-
bilitated.

Finally, the program will consolidate agricultural
health services into a single entity, the Belize Agricul-
tural Health Authority, an independent organization
with private sector management and oversight.

Modernization of the Port Sector
($1 million MIF grant)

This project will help reform the port sector in Belize.
The project will structure the Belize Port Authority as
a regulatory agency and will increase private-sector
involvement in port operations and investment. The
project will also liberalize access to the ports and the
conditions under which the port sector operates, re-
sulting in the removal of the existing monopoly rents
and allowing the best use of the existing capacity. En-
vironmental concerns will be taken into account
through the implementation of adequate environment
controls.
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Health-Services Purchasing and Private Health-Care
Providers
($771,000 MIF grant)

The purpose of this project is to create a policy, regula-
tory and purchasing environment that facilitates the
expansion of the domestic private sector in health ser-
vices funded both by the public sector and by the pri-
vate sector. Activities include regulation of the private
sector, development of private-sector contracting, and
improvement of private-sector standards and market
organization. The direct beneficiaries will be private-sec-
tor providers who will be offered expanded contracting
opportunities and a more stable operating environment.
Indirectly, the population of Belize will also benefit, es-
pecially low-income families who will have access to bet-
ter-regulated and more efficient health services.

BOLIVIA

IN 1999, THE BANK APPROVED SIX LOANS, TWO TECH-
NICAL COOPERATION OPERATIONS AND FOUR MIF
FINANCINGS TO BOLIVIA. ON A CUMULATIVE BASIS, THE
BANK HAS MADE 141 LOANS TOTALING $2,784 MILLION
AND DISBURSEMENTS HAVE TOTALED $2,257 MILLION.

Ventilla-Tarapaya Highway and Transportation Sec-
tor Support Program

(Loans of $52 million from the FSO and $6.8 million
from the Nordic Development Fund)

This program will complete the paved highway link
between La Paz, Oruro and Potosi and raise it to inter-
national traffic standards, reducing transport costs
along one of Bolivia’s key roadways. The financing will
also support highway repairs and maintenance, upgrad-
ing of access roads, and institutional strengthening
measures to make the highway subsector more efficient.

The highway from La Paz to the Argentine bor-
der is important to Bolivian trade flows and to regional
integration, since it is a major transportation link be-
tween the MERCOSUR countries and the Andean
Community. This financing will be used to pave 84 kms
between Ventilla and Tarapaya, build a bridge over the

Pilcomayo River, and install road safety devices and
signage. The program will also repair the 23-km
Tarapaya-Potosi section of the roadway and upgrade
150 kms of access roads important to rural communi-
ties in the area.

The program also includes construction of weigh
stations and tollbooths, and support for basic highway
maintenance to be contracted out to private firms. Tech-
nical assistance and equipment will be provided to the
National Highway Administration to train staff and
upgrade information systems.

Epidemiological Shield and Health Sector Reform Pro-
gram

($45 million loan from the FSO and $6 million from
the Nordic Development Fund)

This program will combat endemic communicable dis-
eases such as Chagas’ through preventive health mea-
sures, modernization of epidemiological surveillance
systems, and reforms to improve primary health care
for those most in need.

Bolivia’s epidemiological profile includes rela-
tively high maternal and child morbidity and mortal-
ity as well as a high incidence of communicable diseases,
three of which—Chagas’ disease, malaria and tubercu-
losis—account for 40 percent of the country’s disease
burden. Particularly problematic is Chagas’ disease, a
parasitic infection that can cause incurable lesions in
the heart, intestine or nervous system. An estimated
420,000 Bolivians suffer from chronic Chagas’, and the
nation’s annual economic losses due to the disease are
nearly $200 million.

The program aims to reduce vector-borne spread
of Chagas’ by fumigating some 700,000 homes in en-
demic areas in the departments of Cochabamba, Santa
Cruz, Chuquisaca, Potosi and La Paz. Strengthening the
national laboratory and blood bank networks will block
transmission of Chagas’ and other diseases such as
hepatitis and HIV/AIDS through transfusions. The
program will provide training and equipment to ex-
pand the capacity of the National Health Information
System to improve overall epidemiological surveillance
through early disease detection and control, and health
prevention and promotion campaigns.

A complementary project component will fund
pilot health reform initiatives based on a family-cen-
tered care model designed to broaden coverage to vul-



THE YEAR’S LENDING 55

nerable groups, particularly indigenous communities
and mothers and children, and improve primary care
in order to cut down on unnecessary referrals for
higher-tier care.

Basic Sanitation Program for Small Municipalities
($40 million loan from the FSO)

This program will increase the coverage and quality of
basic water supply and sanitation services in munici-
palities of up to 5,000 inhabitants and strengthen the
capacity of these communities to operate and main-
tain these services.

Bolivia has one of the lowest rates of water sup-
ply and sewerage coverage in Latin America. Resulting
water-borne and intestinal diseases are the leading cause
of infant morbidity and mortality. In rural areas, where
40 percent of the population lives and where the
projects financed by this loan will be carried out, less
than a third of the population has potable water and
less than one-fifth has sanitary sewerage. Where sys-
tems do exist, they often are not self-sustaining because
communities lack the revenue or technical capacity for
proper upkeep.

This program will finance construction of ap-
proximately 1,000 self-sustaining water and sewerage
systems throughout the country, expanding rural cov-
erage by some 450,000 people. Through workshops and
seminars, the program will strengthen local operational
capacity to prepare, operate and maintain the systems.
Communities will contribute approximately 20 percent
of the cost, either with financial resources, labor or lo-
cal materials. Technical assistance and equipment will
also be provided to establish a database for the sector.

Year 2000 National Population and Housing Census
($7.4 million technical cooperation loan from the FSO)

This program will provide the technical, material and
financial support needed to ensure that a quality na-
tional population and housing census is carried out on
schedule in 2000 in Bolivia.

Conducting a census is a complex operation that
requires mobilization of a host of people and materi-
als, as well as logistical support. As the primary source
for basic statistics on the population and its households,
the censuses are used to prepare a country’s social and
economic plans.

Technical assistance, consulting services and
equipment provided through this program will sup-
port planning and coordination of the census, design
and testing of census instruments, and recruitment and
training of census takers. The program will ensure syn-
chronized mobilization of human resources carrying
out the census, which will take place on a single day in
urban areas and over three days in rural areas. Finally,
during the post-census stage, the program will provide
data processing of results, census evaluation, and pub-
lication of the results. Through the use of a Geographic
Information System, statistical maps that will form the
basis of future household surveys will be updated and
digitized.

Strengthening the Internal Revenue Service
($3.2 million loan from the FSO)

This project will help contribute to Bolivia’s fiscal
sustainability by improving the efficiency and effective-
ness of the administrative management of the Internal
Revenue Service (known as Servicio Nacional de
Impuestos Internos, or SNII). The project will support
the country in implementing legislation making SNII
an autonomous entity. This will require formulating and
implementing a new corporate strategy and corporate
planning system as well as strengthening its operational
management. A major revamping of the audit strategy
is the main innovation in the field of tax administra-
tion.

The program will help strengthen Bolivia’s SNII,
which should bring fiscal accounts into balance and
allow increased social spending without compromis-
ing economic stability. The program will also facilitate
efforts to reduce tax evasion by assimilating previously
delinquent taxpayers, thus permitting an increase in
revenues without the need to raise taxes. The horizon-
tal equity of the tax system will be improved.

This project is consistent with Bank strategy in
Bolivia, which supports the government’s poverty re-
duction efforts by promoting sustained growth based
on creation of opportunities, human capital develop-
ment, and consolidation of reforms. The program will
make it possible to consolidate government reforms and
reinforce the country’s efforts to improve tax collec-
tion and reduce tax evasion.
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Civil Society and Access to Justice Program
($2.7 million loan from the FSO)

This program will improve access to the justice system
for those most in need by strengthening and expand-
ing legal services and educating people about their le-
gal rights.

Social development indicators in Bolivia are
among the lowest in Latin America, particularly for
women, young people, children and indigenous groups.
Among their many needs, each of these vulnerable so-
cial groups requires legal aid, guidance and defense, and
assistance in resolving conflicts.

This program will channel resources to civil so-
ciety organizations that provide legal aid and represen-
tation in cases involving abandoned or abused children,
juvenile delinquency, domestic violence, and property
rights of indigenous peoples. Over 11,000 backlogged
cases that have been reported but not yet heard by the
system are expected to be resolved.

The program will develop alternative dispute
resolution methods such as community mediation and
provide multidisciplinary services for victims of vio-
lence. Training will be provided for some 5,000 people,
educating communities and students about their rights
and obligations as citizens, while emphasizing human
rights in workshops for judicial system personnel. Fi-
nally, the program will finance public information cam-
paigns against domestic violence and child abuse.

Environmental Study of Transportation Corridor
($750,000 grant from the FSO)

This program will carry out a study to help define a
strategic environmental management framework to
address the social-environmental impacts of the estab-
lishment of a highway between Bolivia and Brazil. The
section under consideration is between Santa Cruz and
Puerto Suarez. Danish, Swedish, and Norwegian trust
funds will help provide resources to carry out the stra-
tegic assessment. One project objective is to ensure the
informed participation of civil society in all stages of
project preparation and execution. The study seeks to
promote sustainable regional development, with strong
private-sector participation. Lower-income popula-
tions should receive the maximum benefits from this
development.

Institutional Strengthening of the Sub-national Trans-
portation and Highway Entities
($750,000 grant from the FSO)

This grant will help finance three components in the
transportation sector of Bolivia. The first component
is the institutional strengthening in highway adminis-
tration for regional governments, including a policy
study, design and implementation of an integrated
highway maintenance administration system, and a
highway inventory. The second is the institutional
strengthening of municipalities, with a primary focus
group of three. And the third component is a set of
training courses for municipal technicians in traffic
management and public transportation. The initial
group of regional governments and municipalities to
be involved in the program are La Paz, Santa Cruz and
Tarija. The grant will provide mechanisms that will al-
low the advances made with this initial group to be
transferred to the remaining prefectures and munici-
palities.

Currently there are no reliable statistics on any
aspect of road transportation in Bolivia. The combi-
nation of hazardous mountain terrain and poor geo-
metric design standards makes road travel a challenge
there, and as less than two percent of the country’s sec-
ondary roads are paved, these factors hinder many as-
pects of development. This grant will help Bolivia take
a step toward improving the management and mainte-
nance of its road system.

Bond Underwriting Facility
($2.2 million loan from the MIF)

This project aims at persuading private investors to help
finance the development of Bolivia’s microfinance in-
dustry by encouraging their participation in the acqui-
sition of medium-term bonds issued by Prodem, a
regulated microfinance institution. The MIF will ex-
tend a $2 million financing line to be used exclusively
by Prodem in taking minority shares of securities is-
sued on the stock market by Prodem during its first
three years of operation. This is the first bond under-
writing conducted by the MIF and the first such op-
eration undertaken in Bolivia.
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Pension Reform Implementation
($1.1 million MIF grant)

This program is expected to play a key role in the de-
velopment of the compulsory social security system.
The new system calls for private administration of con-
tributions and individual capitalization, which, in turn,
will make possible long-term savings to promote in-
vestment projects by stimulating financial markets and
infusing highly liquid, fresh resources into capital mar-
kets. The principal objective of the project is to design
and install systems to monitor and supervise the com-
pulsory social security system and the capitalization
process. The project will also develop and adapt regu-
latory standards and procedures, train staff at the Pen-
sion Administration and the Vice-Ministry of Financial
Affairs, and strengthen information systems for moni-
toring and supervising operators in the compulsory
social security system.

Consolidation and Development of the Securities
Market
($1.1 million MIF grant)

The project supports the consolidation and development
of the securities market in Bolivia, in order to improve
resource allocation and the quality of financial services.
The appropriate operation of the securities market would
foster confidence within the private sector, and contrib-
ute to increased domestic savings and the financing of
long-term-maturity productive projects. In order to
build confidence among capital market participants, it
is essential to allow savings to be channeled into finan-
cial instruments, enabling investors to own assets
through ready and reliable transactions, and, in turn, help
create new sources and alternatives of production and
development. The financial system in this type of capi-
tal market has the dual responsibility of providing
mechanisms for day-to-day transactions of individuals,
and for attracting and allocating the savings of the popu-
lation as effectively as possible.

Development and Marketing of Cultural and Histori-
cal Handicrafts
($1 million MIF grant)

The project will support micro-entrepreneurs in the
craft sector. It will help artisans increase their sales by

improving the quality and sophistication of their crafts,
and institutionalize a cycle of competitions, fairs, and
marketing of the high-quality goods in demand on the
market, thus increasing competitiveness and income
in Bolivia’s craft sector. The project will be carried out
by the Fundacién Cultural Quipus, a non-profit insti-
tution whose purpose is to preserve the artistic values
and cultural heritage of Bolivia.

BRAZIL

IN 1999, THE BANK APPROVED 13 LOANS, ONE LOAN
GUARANTEE, TWO TECHNICAL COOPERATION OPERATIONS
AND FIVE MIF FINANCINGS TO BRrAZIL. ON A CUMULA-
TIVE BASIS, THE BANK HAS MADE 273 LOANS AND GUAR-
ANTEES TOTALING $21,931 MILLION AND DISBURSEMENTS
HAVE TOTALED $14,589 MILLION.

Social Sector Reform and Social Protection Program
($2.2 billion loan from the OC, with $1.01 billion
cofinancing from the World Bank)

This operation forms part of an emergency loan pack-
age to help Brazil weather the global financial crisis by
protecting federal social spending levels, reforming so-
cial services to make them more equitable and efficient,
and providing balance of payments support.

When worldwide financial turbulence began to
affect emerging markets in mid-1998, Brazil responded
by negotiating preventive financial support packages
with the international community and by adopting
economic policy measures and structural reforms to
regain credibility and adjust the fiscal accounts more
quickly.

This program provides fast-disbursing funds to
support government measures directed at macroeco-
nomic stabilization, particularly fiscal surplus targets
and steps toward economic liberalization that form part
of Brazil’s agreement with the International Monetary
Fund. The goal is to enhance confidence in Brazil’s capi-
tal markets while shielding urgent social spending dur-
ing the country’s economic downturn. Funds are being
released in three tranches based on progress in imple-
menting measures aimed at monetary discipline and
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macroeconomic stability, as well as with reforms of the
health, education, labor and social welfare sectors.

To minimize the social cost of fiscal adjustment,
the program will ensure that Brazil’s 1999 and 2000
budgets maintain financing and delivery levels for a
social safety net that protects children and the elderly,
indispensable social services for the poorest of the poor,
and innovative services with a high distributional im-
pact. In addition, the program will support reforms to
improve the equity, efficiency and quality of social ser-
vices through such measures as increased decentrali-
zation, more efficient budgeting and resource transfer
procedures, introduction of cost recovery mechanisms,
and improved management efficiency.

Global Credit Program for Small and Medium-Sized
Enterprises
($1.2 billion loan from the OC)

Among the effects of the global financial crisis on Bra-
zil has been tight monetary policy and a drop in exter-
nal funding inflows, reducing the amount of money
available for credit. Larger corporations often crowd
out small and medium-sized enterprises (SMEs), par-
ticularly as larger firms increasingly crowd them out of
the market in their effort to access what little credit is
available.

This program aims to further develop Brazil’s
small and medium-sized productive sector by making
more market-rate financing available to SMEs. As Bra-
zil continues to open up its economy, these smaller
firms—categorized as those whose annual sales do not
exceed 15 million reals—must modernize, restructure
and expand to remain competitive. The program would
take the form of a discount window for medium and
long-term commercial bank loans of up to 7 million
reals to SMEs to finance purchase of machinery, equip-
ment, services, working capital, and new plant and fix-
tures. Private firms in virtually all the productive and
service sectors will be eligible, including those involved
in education and health care. Funds will be channeled
through the Banco Nacional de Desenvolvimento
Econémico e Social to lend to intermediary financial
institutions.

The IDB loan is being provided on special finan-
cial terms and conditions as part of the Emergency
Support Program to help Brazil weather the effects of
the global financial crisis. The timetable of the program

focuses on maintaining an adequate credit flow to SMEs
over a 36-month period.

Support for Administrative and Fiscal Management
of Municipalities
($300 million loan from the OC)

This program will support macroeconomic stability in
Brazil by promoting efficient and transparent public
policies for managing municipal income and spending.

Brazil has 5,507 municipalities with widely vary-
ing social, economic and demographic characteristics.
However, a recent study of 50 representative munici-
palities by the IDB and Brazil’s Ministry of Finance
found that most lack the resources and technical ca-
pacity to efficiently manage their finances, ensure com-
pliance by citizens with tax obligations, or provide
quality public services.

This program will finance institutional strength-
ening projects that improve the legal, administrative
and technical mechanisms used by agencies responsible
for municipal administrative and fiscal management.
The projects will:

+ Improve human resources management, func-
tional structure, policy and administration, and devise
strategies for concession and privatization of munici-
pal public services.

*+ Introduce methods and tools for preparing
budgets that promote transparency and citizen partici-
pation.

+ Integrate financial administration and intro-
duce automated controls for budget performance and
municipal auditing.

+ Promote tax compliance by introducing new
collection techniques, methods of administrative and
judicial inspection, and taxpayer education and assis-
tance programs.

Secondary Education Improvement and Expansion —
“Escola Jovem”
($250 million loan from the OC)

This program will provide matching grants to more
than half the Brazilian states so as to expand coverage
and improve the quality of secondary education.
Brazil’s sustained effort over the past 15 years to
improve primary education is now being felt in grow-
ing demand for better access to quality secondary
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schools. Brazil can expect to have some 12.6 million
secondary school students by 2007, nearly double the
number of students in 1998. At present almost half of
all Brazilians that go to secondary schools attend night
school and most lack basic learning materials.

This program will support secondary school re-
forms and investments in more than half of the Brazil-
ian states. Projects eligible for matching grants will
include those for curriculum development, optimiz-
ing existing infrastructure and human resources and
expanding facilities where necessary, upgrading teach-
ing staff, youth services, decentralization and school
autonomy, implementing alternative instructional
methods, strengthening state departments of education,
and developing communications plans. The program
favors the less-developed states by giving them a pro-
portionately larger grant component for their projects.
Also the program requires that participating states have
in-place programs to reduce repetition and dropout
rates in grades 5 to 8 in order to help low-income stu-
dents reach for secondary school without lagging be-
hind their age cohort.

The program will provide technical assistance and
training to improve secondary education policies at the
national level by strengthening information and evalu-
ation systems and promoting educational innovations
such as televised education courses for areas where
regular secondary education is not feasible, and on-line
reference centers and education networks.

Tieté River Cleanup Project, Stage II
($200 million loan from the OC)

The Tieté River and its tributaries constitute the prin-
cipal watershed of the Sao Paulo metropolitan region,
home to some 16 million people and encompassing
8,000 square kms. This program will continue a major
environmental clean up of the Tieté by further expand-
ing the sewerage system, reducing pollution, and con-
serving water resources.

The first stage of this Bank-financed project in
1992 marked the start of the river cleanup and included
construction of the Sao Miguel and Parque Novo
Mundo treatment plants. Despite significant reductions
in discharges, however, nearly 400 tons of untreated
household and industrial waste is still dumped into the
river each day, posing a serious health risk and limiting
the region’s water resources.

This program will finance construction of new
intercepting sewers, pumping stations, piping to treat-
ment plants, improvements at the Barueri plant, waste-
water collection works and trunk sewers. Some 400,000
households will be hooked up to the sewer system, rais-
ing household sewerage coverage in the metropolitan
region to 55 percent. The program will also bring 290
additional industrial plants into compliance with state
environmental standards.

The program will help the state sanitation com-
pany develop new sewage treatment and disposal tech-
nologies, design a strategy to attract more private
investment in the sector, and carry out a pilot program
to reduce water losses. Improvements in water quality
would allow for more diverse and efficient use of water
resources, including the eventual use of treated waste-
water for power generation.

Professionalization of Nursing Personnel
($185 million loan from the OC)

This project will improve the quality of health care by
financing comprehensive and nationwide training for
nursing assistants and by strengthening systems that
regulate development of human resources in health.

Brazil has suffered from a chronic shortage of
skilled nursing personnel dating to the 1980s. As a re-
sult, many nursing auxiliary functions that involve com-
plex tasks and technical decisions are handled by
unskilled nurses’ aides who lack formal training.

This program will finance training for an esti-
mated 225,000 nurses’ aides. More than a third of the
1,100 hours of studies during the 12-month course will
be devoted to practical supervised instruction. The
courses will be provided by eligible operators includ-
ing technical schools, health care institutions and pro-
fessional associations that submit subprojects to a
competitive fund. The project will assume the direct
cost of the courses, eliminating the economic barrier
that until now has prevented many nurses’ aides from
completing their professional qualifications. Improved
services are expected to particularly benefit low-income
patients covered by the nation’s Unified Health System
(SUS).

To ensure the sustainability of the training over
the long term, the program will design and implement
a skills certifications system for auxiliary nursing per-
sonnel, train some 12,000 trainers and evaluators for
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the courses, and design an information system to bet-
ter match health care training and labor market needs.

Bahia Highway Corridor Integration Program
($146 million loan from the OC)

The development of agriculture, industry and services
such as tourism in Bahia depends in part on establish-
ing an interconnected network of paved roads that link
the state’s production and consumption centers. This
program will pave, repair or maintain 2,880 kms of the
state road system, including access roads linking 10
important productive areas to the interstate highway
system.

The program will reduce transportation costs and
make modern productive activities possible in regions
currently not connected by paved roads or where paved
connections are interrupted by unpaved sections. Also
to be financed are repairs of embankments, drainage
works and shoulders; installation of pedestrian safety
features; procurement of road services; procurement
of computer, traffic safety, engineering and vehicle
weight control equipment; and implementation of
measures to mitigate environmental impacts.

This operation marks the second phase of a Bank-
financed highway corridor program that began in Ba-
hia in 1993. As in the first phase, the program will
provide technical assistance and equipment to
strengthen the capacity of the state road agency in plan-
ning, management, traffic safety and environmental
control.

Guarantee Facility Proposal
($100 million loan from the OC)

This project involves the expansion of the distribution
networks of two electricity distribution companies lo-
cated in the Brazilian states of Sao Paulo and Rio
Grande do Sul. The network expansions of Companhia
Paulista de For¢a e Luz (CPFL) and Rio Grande Energia
(RGE) involve a three-year investment program requir-
ing an estimated total of approximately $345 million.
Financing for the project of up to $200 million will be
provided by a syndicate of foreign commercial banks
through a loan to VBC Energia S.A., a Brazilian com-
pany of which CPFL and RGE are affiliates. The Bank
will provide a guarantee to the bank syndicate for cur-
rency convertibility and transferability and funds ex-

propriation risks in respect of the loan for $100 mil-
lion. A similar guarantee for another $100 million will
be provided by the Multilateral Investment Guarantee
Agency.

Support for this project will be financed entirely
by the private sector, and all risks except those covered
by the guarantee will also be borne by the private sec-
tor. The project is consistent with the strategies of the
government of Brazil to promote the development of
energy sources to meet a growing demand. It is also
consistent with the Bank’s strategy for Brazil, which
emphasizes private-sector participation in the financ-
ing of infrastructure.

Ecovias dos Imigrantes Toll Road Project
($75 million loan from the OC with a “B” loan of $80
million)

This project will finance the construction of and im-
provements to the highway system that links greater
metropolitan Sdo Paulo to the port city of Santos and
adjacent coastal municipalities. The principal work will
be the construction of an additional three-lane road-
way for the Rodavia dos Imigrantes highway across the
Serra do Mar.

The project will be carried out by a private firm,
Ecovias dos Imigrantes, under a 20-year concession
granted by the State of Sao Paulo through the State
Highway Department.

The Anchieta-Imigrantes system includes six
highways important both for passenger and cargo ve-
hicles between metropolitan Sao Paulo and the Port of
Santos. Current capacity of the system is insufficient
given that it requires a complex set of lane inversion
operations on a daily basis.

The project will finance duplication of 18 kms of
one of the system’s key highways, Rodavia dos Imigrantes,
including construction of viaducts and tunnels. The
project will also support general improvements of the
Anchieta-Imigrantes system, including construction of
side roads and pedestrian overpasses.

Preservation of Urban Historical and Cultural Sites
($62.5 million loan from the OC)

Despite pioneering efforts by Brazil in establishing an
urban heritage institution and enacting preservation
legislation, a number of the country’s historical monu-
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ments and cultural sites are deteriorating and could be
irretrievably lost. Brazil’s Institute for National Histori-
cal and Artistic Heritage (IPHAN) estimates that nearly
four-fifths of the 800 historical buildings that have been
declared national monuments are in poor condition.

This program will finance restoration both of
national monuments and the historic areas where they
are located, including Olinda, Recife, Rio de Janeiro and
Ouro Preto. Improvements will be made in streets and
sidewalks, parking, lighting, parks, and water supply
and drainage facilities.

The program will support targeted incentives to
residents and businesses to repair privately owned build-
ings, and will finance pilot activities that promote pri-
vate investment in the economic use of urban heritage.

A public education program on the value, care
and use of urban heritage will include media campaigns
and the preparation and dissemination of documenta-
ries on Brazil’s historical, architectural and artistic heri-
tage. Videos on history and heritage will be shown in
some 60,000 public schools. Finally, the program will
train instructors and artisans in restoration techniques
and provide institutional strengthening of IPHAN in
order to improve heritage management and coordina-
tion between the different levels of government.

Anhangiiera-Bandeirantes Toll Road

($50 million loan from the OC, with a “B” loan of $45.9
million, with an A/B loan from the IFC and cofinancing
from BNDES)

The Anhangiiera (SP-348) and Bandeirantes (SP-332)
state highways run virtually parallel for some 90 kms
between Sdo Paulo and Campinas, and then the
Anhangiiera continues on to Limeira. Traffic on these
highways has increased consistently since 1980, and is
expected to continue rising in the years ahead.

This private sector project will finance construc-
tion of a 78.5 km extension of the Bandeirantes High-
way between Limeira and Campinas. The new highway
stretch will vary between two lanes in each direction
between Americana and Limeira (40 km) and three
lanes between Campinas and Americana (36.7 km). The
financing will also be used to upgrade the 238 km span
of the two existing highways, including repaving and
adding lanes or shoulders; construction of new inter-
sections into Campinas, Jundiai and the Sao Paulo
beltway; installation of modern traffic controls such as

signaling and lighting, call boxes and changeable mes-
sage signs, as well as first-aid stations and driver assis-
tance services; and construction of toll plazas and weigh
stations.

The project will be carried out through a 20-year
concession for construction, operation and maintenance
awarded to Concessiondria do Sistema Anhangiiera-
Bandeirantes S.A., a special purpose company formed
by a consortium of five of Brazil’s largest construction
companies. The Bank’s participation supports state ef-
forts to attract private investment in infrastructure by
providing comfort to commercial lenders and helping
the sponsors obtain loan terms best suited for infra-
structure investment.

Ecotourism Development in the Amazon Region
($11 million loan from the OC)

The 5 million square kilometers of the Brazilian Ama-
zon basin cover more than half the country’s territory
and span nine states: Acre, Amapd, Amazonas,
Maranhao, Mato Grosso, Pard, Rondonia, Roraima and
Tocantins. The Amazon’s vast array of flora and fauna
offer excellent opportunities for a range of ecotourism
activities.

A study financed through this program will ex-
amine the issues, opportunities and constraints of
ecotourism development in the Amazon over the next
10 years. Technical assistance will help the states de-
velop ecotourism strategies, strengthen regulation of
the sector, assess local and market demand, and devise
management plans for protected areas.

The program will also finance small priority in-
vestments vital to protect existing natural areas or to
facilitate ecotourism, and will prepare feasibility studies
for subsequent infrastructure investments. Finally, tech-
nical advisory services will be provided to ecotourism
business operators and training to 1,000 state and mu-
nicipal officials and business and community leaders on
ecotourism management, financing and best practices.

Capacitagao Soliddria: Training of At-Risk Youth
($10 million TC grant from the FSO)

This program will finance vocational training and life
skills training for poor and marginalized urban youth,
as well as strengthen and expand the agencies that pro-
vide those services.
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Efforts in recent years to expand educational op-
portunities in Brazil have been offset by high repetition
and dropout rates. Only one of every three Brazilians
has completed secondary education. And while the sup-
ply of technical courses has increased, even this type of
training often has minimum schooling requirements,
impeding access for the most marginalized youth.

This program will finance 300 training courses
for 9,000 young men and women between the ages of
14 and 21 living in the urban areas of Belém, Fortaleza,
Sdo Paulo and Rio de Janeiro. Under the auspices of
Capacitagdo Soliddria, the training will be carried out
by NGOs, unions, and community associations that can
identify needs and labor market demands and promote
private sector partnerships. In addition to training and
apprenticeships, the programs provide instruction in
basic life skills such as teamwork, self-esteem and work
ethics, and encourage participants to complete their
formal education.

Orientation seminars for the training providers
and course monitoring and evaluation aim both to
strengthen the institutional capacity of participating
organizations and assure the quality of the program’s
technical content. The operation will also document
and systematize innovative training methodologies in
order to replicate the program on a larger scale.

Linha Amarela Toll Road — Section IV
($10 million loan from the OC, with a “B” loan of $10
million)

This private sector loan will finance construction and
rehabilitation of the final leg of a 13.2 mile toll road
that links downtown Rio de Janeiro with the beltway
that circles the metropolitan area.

A 1996 IDB loan financed the first 10 miles of the
six-lane toll road operated by Linha Amarela, S.A. un-
der a concession agreement with the municipality. The
roadway has alleviated traffic congestion for southwest
commuters into the city as well as for shorter distance
drivers en route to downtown, who are not subject to
the toll. It has also reduced traffic flows on alternative
routes, reducing congestion in low-income areas and
speeding public transportation.

This financing will enable Linha Amarela to re-
habilitate an additional 3.2 miles of roadway connected
to the existing system by widening and reinforcing ex-
isting lanes, viaducts and bridges. The roadway between

the Sampaio Corréa and Manguinhos viaducts will be
widened from two to four lanes in each direction, and
aviaduct built on the Canal da Cunha will link the road-
way with Rio’s Linha Vermelha beltway. The project will
also finance construction of pedestrian crossings, pave-
ment and drainage repairs, landscaping, and traffic sig-
nals and other safety measures.

The Bank’s “B” loan is designed to provide com-
fort to commercial banks whose participation as in-
vestors is key to completing the project.

Development of Renewable Energy Markets
($898,950 grant from the Japan Special Fund)

This project promotes the decentralization of renew-
able energy services for rural communities. The project
will create a framework designed to attract investment
to renewable energy systems and renewable energy-
based services in isolated populations that lack access
to modern and clean sources of energy. The project is
consistent with the Bank’s strategy for Brazil in that it
seeks to improve the quality of life and raise produc-
tivity of isolated communities and peoples. The project
also seeks to reduce deforestation due to the use of wood
and charcoal as energy sources, as well as to decrease
emissions from poorly maintained diesel generators.

Equity Investment Fund for Technology-based Indus-
tries
($3 million MIF equity investment)

The purpose of this fund is to make equity investments
in small technological enterprises in the Brazilian State
of Rio Grande do Sul. The majority of the investments
will be in start-up companies, in sectors such as the
Internet, telecommunications, and software. The MIFE,
as a key investor in this fund, has a major role to play in
the development of technology-based enterprises in
southern Brazil. This MIF fund is the first to use ven-
ture capital as a financing tool in the early stages of
enterprise creation in Brazil. The co-investors, SEBRAE
and BNDESPAR, are key players in the sector of the
Brazilian small and medium-sized enterprises. It is en-
visioned that the fund will attract private investors, in-
creasing its capital from $9 million to $12 million.
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Business Models for Private Provision of Renewable
Energy
($2.2 million MIF grant)

This program will finance several pilot projects to dem-
onstrate promising private sector-led business models
to provide renewable energy services to isolated com-
munities in Brazil. The project will evaluate the mod-
els’ relative and absolute effectiveness in increasing
private sector activity in this market and will dissemi-
nate the lessons learned from the results of the effort.
By demonstrating these models, the program aims to
increase market participants actively seeking to develop
renewable energy services in isolated communities.
These services will improve the overall quality of life,
increase the productivity and foster the income-gener-
ating capacity of people in these isolated areas.

Alternative Dispute Resolution Methods
($1.6 million MIF grant)

This program strengthens and consolidates the meth-
ods used in Brazil’s incipient system of Alternative Dis-
pute Resolution (ADR), thereby improving the
efficiency of the country’s non-traditional dispute-
settlement mechanisms, such as mediation and arbi-
tration. The innovative program supports a large
number of institutional ADR centers already existing
in the country, and, as opposed to other MIF programs
in this area, it seeks to establish a functionally harmo-
nized network of ADR centers that operate with inter-
nationally recognized standards of quality, codes of
ethics, and managerial and regulatory procedures. The
program is also unique because it aims at establishing
a system that will guarantee regional and national co-
ordination, providing a model for anyone wishing to
engage in dispute-settlement activities or to become
part of the country’s arbitration and mediation system.

Labor Dispute Negotiation and Mediation
($841,000 grant from the MIF)

This program seeks to introduce new forms of labor-
dispute resolution, independent of state involvement,
including free collective bargaining, independent me-
diation, and self-determination of employers and work-
ers. During all phases of design and implementation, a
highly participatory process will be followed involving

stakeholders associated with the country’s labor rela-
tions. Resources will fund the following activities: tech-
nical assistance for the development of methodologies,
work seminars, technical visits to countries with rel-
evant experience in collective bargaining and/or me-
diation, design of a public-domain information system,
publications, training courses to upgrade the profes-
sional profile of negotiators, and awareness and com-
munication campaigns.

Consumer Protection in the Public Utility Sector
($834,000 grant from the MIF)

The purpose of this grant is to broaden consumer par-
ticipation in the privatization process of public utili-
ties such as water, electricity and telecommunications,
as well as in the monitoring and control of the provi-
sion of these basic services. The project will also sup-
port and train consumer associations in Sao Paulo, Rio
de Janeiro and Parana to participate actively in basic
public-utility monitoring, in addition to expanding
training to other states. Resources will fund the evalu-
ation of the regulatory frameworks of the public utili-
ties, preparation of action plans, training programs for
consumer associations, and public-information cam-
paigns aimed at consumers’ rights, rational utility use
and sustained consumption.

CHILE

IN 1999, THE BANK APPROVED TWO LOANS AND TWO
MIF FINANCINGS TO CHILE. ON A CUMULATIVE BASIS,
THE BANK HAS MADE 116 LOANS TOTALING $4,357
MILLION AND DISBURSEMENTS HAVE TOTALED $4,167
MILLION.

Multisector Global Financing Program
($240 million loan from the OC)

This program will provide credit for small and me-
dium-sized enterprises (SMEs) to expand their oper-
ating capacity and introduce modern technologies into
productive processes.

Small and medium-sized enterprises—defined as



64

businesses with sales of up to $30 million annually—
provide jobs for 2.6 million Chileans, nearly half of total
employment in the industrial and services sectors. In
recent years, SMEs have shown increasing interest in
competing internationally and many have embarked
on modernization efforts, particularly for quality con-
trol, marketing and costs. Yet the supply of loanable
funds on viable terms for these businesses has declined
as they have been crowded out of traditional sources
of credit, particularly for medium and long-term fi-
nancing.

This program will channel credit to SMEs through
intermediary financial institutions (IFIs) for investments
in machinery, equipment and construction, working
capital, commercial leasing and exports. While the pro-
gram aims to provide SMEs with a responsive and flex-
ible financing source, funding will not be used as a
substitute for financing available from other sources.
The program will be carried out by the Corporacion de
Fomento de la Produccién (CORFO), a public agency
that will operate as a second-tier entity, channeling re-
sources through IFIs. CORFO has executed several pre-
vious multisector credit operations financed by the IDB.

Rural Telecommunications
($25 million loan from the OC, with cofinancing from
the Export Development Corporation of Canada)

This loan will expand telephone service in unserved
and remote parts of southern Chile, integrating these
areas into the national and world communications net-
work.

Providing telephone service in poor and sparsely
populated areas presents numerous challenges: low
population density raises the cost per subscriber, par-
ticularly with traditional systems that rely on wire con-
nections, and many potential rural customers have
limited purchasing power. A special program estab-
lished in 1993 by the Chilean government is designed
to improve access to the telecommunications system
in remote areas by awarding private concessions for
the service with subsidies to help defray installation
costs.

This program will finance installation and opera-
tion of a fixed (nonmobile) wireless telecommunica-
tions network in the areas of Talca, Linares, Chillan,
Concepcidn, Los Angeles, Tenmuco, Valdivia, Osorno
and Puerto Montt. An estimated 22,500 telephone lines

for residential, commercial and institutional users will
be installed, including 1,650 payphones.

The loan is to a private company, Comunicacion
y Telefonia Rural (CTR), awarded a concession by the
Chilean government. CTR is owned by SR Telecom, a
Canadian company specializing in the manufacture of
fixed wireless telephone equipment for low-density
rural applications.

Labor Competency Certification Program
($1.9 million MIF grant)

This project lays the institutional and methodological
foundations for the development of a national skill
standards and certification system, by piloting the skill
standards and certification in three key sectors of the
economy: construction, mining, and tourism. Chile has
no national system for certifying job competencies. As
a result, workers have no way of gaining official recog-
nition, from a job standpoint, of skills acquired during
their career. Businesses, for their part, lack informa-
tion flows that are crucial to the management of their
human resources over the entire cycle of selection,
management and development. This project will iden-
tify competency areas where standards and certifica-
tion mechanisms are relevant and useful, define and
validate a set of job competencies, design a system for
evaluating job competencies, and disseminate the
system’s services/products.

Commercial Arbitration and Mediation Services
($650,000 grant from the MIF)

This program will contribute to the development of a
culture of commercial dispute resolution by extrajudi-
cial methods to help alleviate the burden of cases in
the regular justice system and establish a favorable en-
vironment for private investment. Resources will
strengthen the administrative and technical capacity of
the Centers for Arbitration and Mediation of the Cham-
ber of Commerce of Santiago to provide alternative
dispute resolution services and create a new arbitra-
tion and mediation center within the Regional Cham-
ber of Commerce and Industry of Valparaiso. Chile has
been a leader in privatization efforts and in the subse-
quent creation of a more dynamic and competitive
market economy in Latin America. Within this pro-
cess, and in view of the growth of private commercial-
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sector activity and the commercial disputes arising from
that activity, Chile faces the need to provide the private
business sector with access to alternative mechanisms
to resolve disputes more effectively and at lower cost.
This project will help achieve those goals.

COLOMBIA

IN 1999, THE BANK APPROVED SEVEN LOANS, ONE TECH-
NICAL COOPERATION OPERATION AND THREE MIF
FINANCINGS TO COLOMBIA. ON A CUMULATIVE BASIS,
THE BANK HAS MADE 189 LOANS AND GUARANTEES TO-
TALING $8,207 MILLION AND DISBURSEMENTS HAVE TO-
TALED $6,769 MILLION.

Public Finance Sector Reform
($550 million loan from the OC)

Fast-disbursing resources provided through this emer-
gency sector operation will help Colombia contend with
the global financial crisis while also supporting struc-
tural reforms to reduce the country’s fiscal deficit and
allocate public resources more efficiently.

Turmoil in the global economy in 1998 exacerbated
structural problems in Colombia’s economy and nar-
rowed its external finance options, prompting the gov-
ernment to seek multilateral support in order to sustain
the country’s financial balance and carry through ongo-
ing structural reforms. This loan is one of several emer-
gency programs in the region being supported by the
IDB in response to international financial volatility.

Funds will be released in two tranches based on
implementation of reforms designed to ensure long-
term macroeconomic balance by remedying structural
problems in fiscal policy, modernizing the social secu-
rity system, fostering decentralization of intergovern-
mental fiscal relations, and improving departmental
and municipal finances.

Planned policy measures include tax administra-
tion reform and an increased but more equitable tax
burden; issuance of “peace bonds” to bolster public
revenues; central government downsizing; restructur-
ing and strengthening management of the social secu-
rity system; redesign of the sub-national transfer system

based more on service delivery costs; and reforms of
the sub-national fiscal, taxation and pension systems.

Financial Sector Reform
($300 million emergency loan from the OC)

This operation will improve the capacity of financial
sector oversight agencies to address the most urgent
problems facing the sector.

At the start of this decade, Colombia embarked
on a series of structural changes to its economy that con-
tributed to increased aggregate demand and a growing
GDP. Since the mid-1990s, however, the economic situ-
ation has been deteriorating, exacerbated in 1998 by
the international financial crisis and declines in the
terms of trade.

Quick-disbursing resources provided through
this operation will be released in two tranches based
on implementation of reforms to mitigate negative eco-
nomic impacts on the financial sector while also en-
hancing sector efficiency. Key objectives include the
following:

+ Identify measures to enable the country to con-
tinue reductions in the fiscal deficit in order to lower
real interest rates and support sustained economic
growth;

+ Reduce the likelihood of contagion effects on
the financial sector by improving the legal and regula-
tory framework with new capital adequacy and pruden-
tial standards, clear distinctions in addressing problems
of liquidity and solvency, and updated techniques and
procedures based on market conditions for dealing with
problem institutions;

* Reduce distortions by privatizing first-tier
state-owned banks and rationalizing second-tier ones;

+ Improve regulation and clarify the status of
cooperative financial intermediaries.

The program will provide strengthening of finan-
cial sector oversight agencies such as the Banking Su-
perintendency and the Financial Institutions Guarantee
Fund. The financing was approved as part of an emer-
gency loan program established by the IDB in 1998 to
assist countries whose fiscal accounts were affected by
international financial volatility.
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Agricultural Health and Technology Program
($87 million loan from the OC)

Agriculture is the most important sector in Colombia’s
economy, accounting for over a third of exports and
19 percent of GDP. In recent years, however, the eco-
nomic viability and competitiveness of the sector has
declined, in part because of slow technological devel-
opment and insufficient animal and plant health pro-
tection services.

This program aims to increase farm and
agroindustrial production by providing and increas-
ing the efficiency of resources for research and protec-
tion, and by consolidating reforms of the country’s
leading agricultural institutions. An Agricultural Tech-
nology Development Fund will be established to fund
priority and innovative programs for biotechnology,
genetic resources, pest control, water and soil manage-
ment, regional agro-ecosystems, key farm products,
livestock, forestry research, and production by small
farmers. Private and public entities eligible for fund-
ing will include agricultural and forestry research cen-
ters, agroprocessing or commercial farming industries,
producer associations and cooperatives, NGOs, univer-
sities, and technological development centers.

Plant and animal health programs will improve
the disease reporting system as well as control and in-
spection procedures in quarantine facilities, upgrade
agricultural inputs, and establish national laboratories
for health diagnostic services. Finally, the program will
provide equipment, training and consulting services to
strengthen the National Agricultural Science and Tech-
nology System and the National Agricultural Protec-
tion System.

Pereira Potable Water and Sanitation Program
($38.6 million loan from the OC)

The capital of the department of Risaralda, Pereira has
a population of 350,000 and is the nucleus of a grow-
ing metropolitan area that includes other municipali-
ties. Although some 90 percent of Pereira households
have potable water and sewerage connections, service is
unreliable, particularly in low-income areas, and prob-
lems with water pressure and water losses are common.

This program will lay the groundwork for mak-
ing the Pereira Water and Sewer Corporation finan-
cially and operationally viable over the long term, while

also financing urgent improvements to make service
more efficient, reliable and environmentally safe. A man-
agement company will be hired to improve the sector’s
operational and financial performance and a contract
prepared and awarded for construction and operation
by the private sector of a sewage treatment plant.

To reduce unaccounted-for water, system meters
will be replaced in some 110,000 homes and installed
in water treatment plants, distribution tanks and wa-
ter mains. Water tanks, conveyance mains and distri-
bution lines will be built in order to bring piped water to
new settlements, including low-income neighborhoods.
To clean up local waterways, the program will lay 31 kms
of interceptor sanitary sewers along 12 city creeks and
build relief sewers draining into the Otdn and Consota
Rivers. Finally, the program will prepare an environ-
mental management program for the Otdn River wa-
tershed and finance environmental education projects.

Reform of Education Management and Participation
($36 million loan from the OC)

Colombia has made significant strides over the past
decade in implementing its constitutional mandate to
provide nine years of quality education to all school-
aged children. Public spending in the sector has in-
creased, an ambitious process has been launched to
decentralize education, and primary and secondary
coverage have improved dramatically. Still, fiscal and
economic constraints make it increasingly difficult to
keep up the pace of growth of public funding for edu-
cation, pointing up the need to improve educational
efficiency and the allocation of existing resources and
public information related to education results.

This program will reform management and re-
source allocation in the educational systems of up to
eight departments and 160 municipalities. In order to
ensure that children have access and complete basic
education, up to 800 schools offering grades one
through nine will be established by reorganizing and
consolidating educational activities of existing primary
and secondary schools. Participating departments will
sign on to education management reform plans that
require a plan for organization and operation of new
schools, rationalizing teaching staff and government
transfer payments, certifying local governments for
managing urban education systems on an autonomous
basis, and transferring administrative and educational
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functions to municipalities. In turn, the departments
and municipalities must reorganize their education
systems using all-grade schools, grant greater autonomy
to principals, and employ formula-based methods in
assigning teaching staff and allocating resources. Tech-
nical assistance, training and financial incentives will
be provided to participating departments, municipali-
ties and schools.

The program will also finance a media campaign
to promote community awareness and participation in
education, as well as support a national education
evaluation and information service to assess results and
better circulate information on educational quality,
management and coverage.

Emergency Earthquake Reconstruction
($20 million from the OC)

This program is financing emergency recovery opera-
tions and repairs of basic infrastructure damaged by
an earthquake in western Colombia that was rated as
one of the most destructive in the country’s history.

The areas most affected by the quake, which reg-
istered 6.0 on the Richter scale, were the departments
of Quindio, Risaralda, Caldas, Tolima, and Valle del
Cauca in the nation’s coffee belt. Some 28 municipali-
ties suffered severe damage, and in Armenia, a depart-
mental capital with 275,000 residents, the downtown
area and several entire neighborhoods were wiped out.
Overall damage is estimated at $750 million, with
36,000 homes damaged or destroyed, at least 1,185 dead
and 8,500 injured, and some 159,000 people whose
homes were totally destroyed.

This program will provide resources for the re-
moval of debris, demolition of unsafe buildings, inspec-
tion and stabilization of buildings and bridges,
temporary housing, and repairs of water, sanitation,
health and educational facilities. Studies will also be
carried out to quantify the damage and draw up plans
for long-term reconstruction projects.

The financing is provided through the Bank’s
Emergency Reconstruction Facility for natural disasters.

Modernization of Congress
($6 million TC loan from the OC)

Maintaining a balance of power among the branches
of government requires a Congress capable not only of

passing legislation, but also of exercising fiscal control
and representing civil society within a democratic sys-
tem. This program of modernization and institutional
strengthening will make Congress more efficient as a
lawmaking body by improving administrative proce-
dures, establishing clear lines of authority, and upgrad-
ing information systems.

Because the Colombian government traditionally
was heavily weighted in favor of a strong executive, one
of the aims of the 1991 Constitution was to restore
power to other branches of government. However, be-
cause Congress lacks the necessary institutional capa-
bilities to strengthen the legislative process, only modest
efforts have been made to bring it up to the level of its
new responsibilities. Problems with inefficiency per-
sist in such areas as organizational and operational
structures, procurement and personnel.

Consulting services and equipment provided
through this program will strengthen Congress through
modernization of its procedures, organizational crite-
ria, operations and staffing. The program will review
the process by which laws are drafted to improve their
quality and legal certainty, and strengthen congressional
fiscal mechanisms and controls. The program will de-
velop a master plan for computerization and create a
congressional documentation center, establish an in-
house system of specialized advisory services, reorga-
nize congressional administration and staff
classification, implement new parliamentary rules and
procedures, and improve links between Congress and
civil society by formalizing public access.

Peace Investment Fund
($700,000 grant from the FSO)

The Peace Investment Fund will serve as a financial and
management tool in the peace process. Programs that
enhance the outlook of peace in areas devastated by
the armed conflict will be identified by local govern-
ments and the national government, as well as civil so-
ciety and those populations directly affected by the
violence. The specific goals are to finalize the design and
launching of the fund, to develop strategies that will
promote projects identified by the fund in national and
international communities, and to strengthen civil so-
ciety organizations concerned with peaceful solutions
to the country’s internal conflicts so that these organi-
zations can participate in the peace process.
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Introduction of Quality and Environmental Manage-
ment Systems in Small and Medium Enterprises
($1.2 million MIF grant)

This project will increase Colombia’s competitiveness
through focusing on quality and environmental con-
servation as keys for competing in world markets. In-
troducing international standards, such as ISO 9000 and
ISO 14000, will support Colombian smaller enterprises
in their competitiveness efforts. The program will raise
awareness among small and medium enterprises about
the importance of applying administrative and opera-
tional procedures designed to facilitate compliance with
quality and environmental requirements from national
and international buyers.

Agriculture in the Cauca Valley
($640,000 grant from the MIF)

This project will enhance the productivity of small-scale
farmers in the center-south area of the Cauca Valley
through specialized pilot-training activities and im-
proved direct technical-assistance services. The project
will create an information, training, and technical-as-
sistance center that will include a demonstration farm.
MIF funding will be used to contract a team of teach-
ers and technical specialists to provide training services,
to contract consultants specialized in the transfer of
knowledge and technology, to promote the project and
disseminate the results, and to evaluate the project’s
activities and impact. Through direct technical assis-
tance targeted to solving the specific problems of small-
scale agricultural businesses, the MIF seeks to
encourage small-scale farmers to integrate intangible
inputs into their production processes, such as quality,
management, marketing, information, best practices,
etc. The goal is to stimulate the demand for these ser-
vices, thus promoting their diversity and quality.

Private Enterprise and Subsidized Health-Insurance
Plan
($630,000 grant from the MIF)

This program will help encourage private enterprise to
become involved in managing health-care delivery un-
der Colombia’s subsidized health plan. It will identify
factors that enhance the success of subsidized-plan ad-
ministrators (ARS) and examine needs for policy ad-

justments in the regional health directorates. The ulti-
mate goal is to help establish an enabling regulatory
environment for private-sector involvement and iden-
tify and consolidate replicable management models.
The program will be divided into two components. The
first will be a comparative analysis of ARSs to assess
information and control systems, the general and fi-
nancial-management processes, and the performance
of these health-insurance administrators. The second
component will identify critical areas in need of ad-
justment and develop recommendations for adjusting
policies governing the subsidized system.

COSTA RICA

IN 1999, THE BANK APPROVED ONE TECHNICAL COOP-
ERATION OPERATION AND THREE MIF FINANCINGS TO
CostA RicA. ON A CUMULATIVE BASIS, THE BANK HAS
MADE 93 LOANS TOTALING $2,070 MILLION AND DIS-
BURSEMENTS HAVE TOTALED $1,670 MILLION.

Public Transport Modernization
($500,000 grant from the French Special Fund)

This grant funds an investigation aimed at evaluating
the technical and political feasibility of constructing
and operating a greater-capacity public-transportation
service in San José, the capital of Costa Rica. The grant
will help identify alternatives that are consistent with
programs to improve existing bus services, and will
prepare an information base from which local decision-
makers can choose among the solutions. Another de-
termination included in the investigation will be how
best to implement the chosen system and fund the
implementation process. Prior mass-transport stud-
ies will be evaluated, as well as current and projected
demands for service throughout the greater metro-
politan area, within the context of general urban-de-
velopment objectives of the San José metropolitan
area.
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Software Sector Competitiveness Support Program
($1.5 million MIF grant)

This program’s aim is to improve the competitiveness
of Costa Rica’s software industry, through strengthen-
ing human resource training in information technol-
ogy (IT), and thereby enhancing the quantity, quality
and diversity of professional and technical personnel
to meet the demand of firms in the software industry.
The program also aims to improve management in soft-
ware companies so that they can become more com-
petitive through the introduction of international
quality management systems, and to strengthen the in-
stitutional capacity of the Software Industry Chamber
(CAPROSOFT) to provide services to the various play-
ers in the software industry.

Development of Suppliers for Multinational High-
Tech Enterprises
($900,000 grant from the MIF)

This project will help increase national value added in
the production of multinational high-tech enterprises
(MHTEs) established under free-trade zone provisions
in Costa Rica, and thus increase competitiveness of
small and medium-sized enterprises (SMEs). One goal
is to help improve the technological and productive
capacity of SMEs to bring them up to levels that enable
them to supply inputs and/or services for the MHTEs’
production and to compete on a global level. The
project will support the development of a minimum
of 45 products linking the SMEs to the production net-
work of the MHTEs, thus demonstrating their viabil-
ity and sustainability. The project will also set up an
integrated information system that will facilitate these
links.

Private Tourism-Training Workshops for Young
People
($685,000 grant from the MIF)

This project will help empower the private sector to
define appropriate mechanisms for training young
people and will help provide for their entry into the
labor market in the tourism sector. More than 40 per-
cent of the country’s work force is under the age of 25.
This group represents a key segment of the work force,
and its development is necessary in order to succeed in

modernizing the Costa Rican economy. Specific activi-
ties of the project include improving the work skills of
young people through innovative tourism-training
methods, strengthening the ability of the private sec-
tor to provide youth training services in tourism-re-
lated jobs, increasing the level of training for young
people through pilot training projects to validate the
methodology for training young people in the tourism
industry, and contributing to the entry of young people
into the labor market by establishing a model and de-
signing instruments for private-sector information and
promotion.

DOMINICAN REPUBLIC

IN 1999, THE BANK APPROVED THREE LOANS, ONE LOAN
GUARANTEE, ONE TECHNICAL COOPERATION OPERATION
AND ONE MIF FINANCING TO THE DOMINICAN REPUB-
LIC. ON A CUMULATIVE BASIS, THE BANK HAS MADE 74
LOANS AND GUARANTEES TOTALING $1,931 MILLION AND
DISBURSEMENTS HAVE TOTALED $1,319 MILLION.

San Pedro de Macoris Power Plant
($150 million partial risk guarantee from the OC)

This program will finance the construction of a 300-
megawatt combined cycle thermal power plant and
additional facilities by the special-purpose company La
Compania de Electricidad de San Pedro de Macoris,
Ltd. This is the first IDB project awarded to a private
energy producer in the Dominican Republic under
competitive bidding, and its successful completion is
expected to attract further private investment in the
country’s energy sector.

The loan guarantee will protect lenders against
risks associated with currency convertibility and trans-
ferability and against premature termination of a 20-
year power purchase agreement between the
special-purpose company and the state utility
Corporaciéon Dominicana de Electricidad.

The project, located on the west bank of the
Higuamo River about 14 kilometers east of San Pedro
de Macoris, includes the construction of docking and
ship unloading facilities near the mouth of the river.
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Reform and Modernization of the Potable Water and
Sanitation Sector

($71 million loan from the OC with an interest rate
subsidy from the IFF)

This program will finance repairs of water and sanita-
tion infrastructure and support reforms that will en-
able system operators to perform as private companies
in competitive markets.

Despite large investments in water supply and
sanitation in the Dominican Republic in the 1990s,
major shortcomings remain in service quality and con-
tinuity. Since many of these problems stem from insti-
tutional weaknesses, the country’s reform strategy
stresses creation of a legal, institutional and regulatory
framework with suitable incentives for efficient and
sustainable service delivery.

This program will contribute to reforming the
sector at the level of the operators of water and sanita-
tion services. Technical assistance will be focused on
changing the corporate structure of utility companies—
including those of Santo Domingo, Santiago, Moca and
La Romana—by giving them the managerial and finan-
cial independence to become stock companies. Busi-
ness plans will be developed for service delivery,
investments and financial projections.

The program will also finance repairs of infra-
structure for distribution systems, water treatment,
storage tanks, metering, and drainage. Demonstration
projects and emergency works will include establish-
ing pilot zones for loss control and residential meter-
ing; repairing the water treatment plant at El Nijabe;
and restoring full sewage treatment capacity of the La
Dura and La Colina plants. Finally, investments in wa-
ter supply systems in rural areas are expected to extend
those services, relying on community participation in
the design, installation and management of the infra-
structure.

Reform and Modernization of the Executive Branch
($21.5 million loan from the OC, with an interest rate
subsidy from the IFF)

This program will support more modern and profes-
sional public administration by improving policy coor-
dination, strengthening management and operational
capacity, reforming the civil service, and upgrading in-
formation systems.

In the Dominican Republic, institutional and
managerial weaknesses in public administration have
long been an obstacle to effective macroeconomic man-
agement, allocation of goods and services, and redistri-
bution of resources. To perform these basic government
functions, the public sector must have the institutional
capacity to identify problems and implement the poli-
cies and programs needed to resolve them.

This program will finance institutional develop-
ment of the Technical Secretariat of the Office of the
President and its planning, statistics, administrative and
personnel offices, which are responsible for coordinat-
ing and reporting on governmental decision-making
and directing the reform process. Technical assistance,
training and equipment will strengthen formulation of
economic and social policies as well as strategic, op-
erational and financial management. High-level advi-
sory and steering committees will be established to
coordinate macroeconomic and social policies, and a
new “Professional Excellence Team” made up of top-
level professionals who will examine institutional prob-
lems with respect to personnel and administration.

Public administration will be restructured and
streamlined through development of an internal regu-
latory framework and a professional career system. A
special office on information technologies will be cre-
ated to ensure uniformity in the purchase of software
and hardware and in the design and implementation
of information systems.

Labor Training and Modernization
($16.9 million loan from the OC)

The goal of this project is to increase employment op-
portunities for the low-income population. Currently,
the Dominican Republic’s labor market suffers from
short-term unemployment, low participation rate, and
highly informal job-search networks. The project seeks
to facilitate opportunities for access to the labor mar-
ket through work training, counseling, and modern-
ization of the country’s regulatory framework for labor.

The program is directed at a target population
different than that currently served by traditional train-
ing. The beneficiaries are concentrated in groups that
are not the focus of any existing programs: lower-in-
come populations and individuals with less than sec-
ondary education, especially young women.

This program is consistent with Bank strategies
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for the job-training sector in that it includes vulner-
able groups in training activities. The program will
encourage expansion of cost-effective initiatives with
the greatest impact.

Social Infrastructure and Capacity Building
($749,500 grant from the Japan Special Fund)

This grant will support the development of institutional
capacity within ProComunidad, an organization
founded in 1993 that works to improve the living con-
ditions of the poor. ProComunidad has traditionally
worked with rural communities but has recently faced
the growing need to assist the urban poor. This grant
will help the organization develop the capacity to work
more efficiently and successfully in urban settings. Re-
sources will help finance the development and imple-
mentation of a participatory planning methodology for
identifying priority needs in four marginal neighbor-
hoods of Santo Domingo and Santiago. It will finance
the execution of priority projects that are identified
through a planning exercise, evaluate the participatory
methodology and quality and impact of projects, and
design a communications strategy.

New Institutional and Legal Framework for Water and
Sanitation
($1 million MIF grant)

Developed in conjunction with a comprehensive Bank
investment loan for the water and sanitation sector of
the Dominican Republic, this project will establish over-
sight and regulatory authorities for a new institutional
and legal framework for the water and sanitation sec-
tor at the national level. Specific components of the
project include all preparatory actions for the entry into
force of a new institutional framework, the establish-
ment of the regulatory framework, and the establish-
ment of the normative framework and oversight agency.
The overall social and environmental impact of the re-
form is expected to be highly positive, as the new insti-
tutional framework and organizational modernization
of the operators will promote better quality service,
wider coverage and a reduction in water pollution.

ECUADOR

IN 1999, THE BANK APPROVED FIVE TECHNICAL COOP-
ERATION OPERATIONS AND ONE MIF FINANCING TO EcC-
UADOR. ON A CUMULATIVE BASIS, THE BANK HAS MADE
155 LOANS TOTALING $3,567 MILLION AND DISBURSE-
MENTS HAVE TOTALED $3,064 MILLION.

Integrated System of Social Indicators II
($1 million grant from the Japan Special Fund)

The grant seeks to bolster the central government’s
capability for social-policy analysis, design and imple-
mentation by strengthening, expanding, and institu-
tionalizing the Integrated System of Social Indicators
(SIISE). One goal is to foster the use of such indica-
tors by public and private institutions working in the
social-policy sector. Resources will help develop and
expand the social-indicators database, improve pro-
duction of social statistics, train users, and promote
dissemination. SIISE users will receive training through
workshops and courses, and dissemination will hap-
pen through databases, studies, and reports on the
Internet and CD-ROM as well as through manuals and
printed publications.

Pilot Program for Sustainable Transit System Devel-
opment in Cuenca
($750,000 grant from the Japan Special Fund)

This project will provide technical advisory services to
the municipal government of Cuenca to help improve
its public transportation system. The goal is to ensure
the long-term sustainability of the city’s privately op-
erated but publicly regulated public transit system.

The project will improve transportation planning,
municipal regulatory capacity for public transport, and
integration of urban land use and transport planning.
A pilot project, it will serve as a model for other mu-
nicipalities in the country.

Technical assistance will focus on data collection
and computer model development. The project will
make a complete inventory of the existing transit and
road systems, and will formulate an operating plan and
regulatory regime. The project also aims to improve
the operations and performance of the transit system
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by addressing, among other issues, environmental ex-
ternalities, safety, and fare regulation.

Support for Cuenca Water and Sanitation Master Plans
($750,000 grant from the Japan Special Fund)

The objective of this technical cooperation is to finance
the final engineering designs for the second phase of
expansion of the water and sanitation system in Cuenca,
the third-largest city in Ecuador. The engineering de-
signs will include elements to expand the current ca-
pacity for water supply and water treatment, expand
the wastewater treatment capacity, improve the water-
distribution and sanitary sewerage networks, and pre-
pare documents and conditions for the tendering and
contracting of the works. Improving the water and sani-
tation services can help mitigate the country’s high in-
cidence of water-borne diseases. Cuenca is a
fast-growing city — the largest in southern Ecuador
— with a current population of almost 400,000. Based
on the final designs resulting from this project, ETAPA,
the municipal company in charge of Cuenca’s water
supply and sanitation services, will then undertake con-
struction of the works.

Institutional Strengthening for Environmental Man-
agement
($600,000 grant from FSO)

This project will provide the government of Ecuador
with the technical and financial means to more effec-
tively manage its abundant natural resources. One part
of the project includes the development of a National
Environmental Management System, which will uphold
the importance of the newly established Ministry of
Environment as well as the decentralization process that
Ecuador is currently undertaking. Also, forest authori-
ties and interest groups will be provided with the re-
search and technical tools needed not only to reverse
the alarming rate of deforestation, but also to plan a
more effective approach to sustainable use of this valu-
able resource.

Support for Financial Sector Restructuring Plan
($575,000 grant from the Japan Special Fund)

The objective of this grant is to support the prepara-
tion of a financial sector restructuring program for

Ecuador that fits within the context of the country’s
financial sector strategy. Activities include preparation
of the institutional framework for the bank restructur-
ing process (identifying viable and nonviable banks,
resolution of nonviable institutions, support for viable
institutions, etc.) as well as preparation of activities to
strengthen the regulatory and incentive framework for
appropriate supervision of the system. Overall, the
project should substantially enhance the government’s
decision-making process in dealing with the financial
sector crisis.

Local Development and Support for Private Initiatives
($1.9 million MIF grant)

This project will help establish new management prac-
tices in local government based on coordinated public
and private efforts to foster economic development in
Cuenca and Ambato. The program will support the
process of municipal modernization, addressing reform
of certain municipal management practices and imple-
mentation of a process in which the private sector shares
in the management and improvement of municipal
services. The project benefits are based on the partici-
pation of the private sector in certain services, the mod-
ernization of municipal management and the
introduction of appropriate regulations to improve the
efficiency and quality of these services and help reduce
the municipal fiscal deficit. A local information system
consisting of various local entities will be developed
that can be linked to databases of interest to businesses
in the country and overseas.
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EL SALVADOR

IN 1999, THE BANK APPROVED FOUR LOANS AND ONE
MIF FINANCING TO EL SAIVADOR. ON A CUMULATIVE
BASIS, THE BANK HAS MADE 95 LOANS TOTALING $2,541
MILLION AND DISBURSEMENTS HAVE TOTALED $1,947
MILLION.

Environmental Pollution Control Program

($29.8 million loan from the OC and $7.7 million from
the International Cooperation and Development Fund
of Taipei)

This program will strengthen management of mecha-
nisms to control air and water pollution as well as pol-
lution caused by solid waste disposal.

The Ministry of the Environment and Natural
Resources (MARN) estimates that environmental deg-
radation costs El Salvador as much as three to four per-
cent of GDP, considering its impact on such areas as
public health, productivity and tourism. Among the
factors exacerbating the problem are shortages in fis-
cal resources, a lack of appropriate environmental in-
stitutions and policies, and little public awareness of
environmental issues.

This program will support development of an
environmental regulatory framework by strengthening
MARN’s system of environmental permits and audits,
managerial capabilities, analysis and dissemination of
environmental data, and ability to promote standards
based on technical and economic criteria. Advisory ser-
vices, technical assistance and training will establish air
and water quality monitoring systems, develop strate-
gies for pollution control, and formulate technical stan-
dards for final disposal of hazardous municipal solid
waste.

Comprehensive solid waste management systems
will be set up in a number of municipalities including
San Miguel, La Unidn, Santa Rosa de Lima, Santa Ana,
Sonsonate and Ahuachapdn. Technical assistance will
support the municipalities in training, business orga-
nization, final design and environmental studies, pub-
lic information campaigns, and improving community
participation.

Modernization and Strengthening of the Corte de
Cuentas
($5 million TC loan from the OC)

This program will strengthen the audit function of the
central government in order to ensure that public funds
are obtained and spent with transparency and effi-
ciency, and in strict compliance with legal requirements.

The Corte de Cuentas (Court of Accounts) is the
highest authority of the national public administration
and auditing system. The Court has achieved signifi-
cant progress in developing and carrying out financial
audit procedures, but it needs continued support to
properly meet the standards of an effective audit au-
thority.

This program will provide technical assistance in
support of legislative and regulatory reforms that ad-
dress constitutional provisions governing public sec-
tor controls. The basic structure of the Court of
Accounts will be converted into an Office of the Comp-
troller General, with jurisdictional functions transferred
to the judicial branch. The audit function will be
strengthened through training of some 500 internal
auditors, on-site training for specialized environmen-
tal and performance audits, and the provision of equip-
ment. The program will also modernize information
technology by developing systems to consolidate criti-
cal institutional and administrative support processes,
as well as a local communications network and an
Internet site.

Support for the Financial Sector
($3.8 million TC loan from the OC and $2.96 million
grant from the MIF)

This program aims to consolidate reforms of El
Salvador’s financial system by strengthening the super-
visory capacity of agencies that regulate the financial
sector.

With IDB and MIF support, El Salvador has un-
dertaken a series of financial sector reforms since 1991
that have included privatization of the banking system
and improvements in capital and securities markets.
However, the sector’s regulatory framework and super-
visory capacity remain weak, which could potentially
jeopardize public confidence in financial institutions.

This program will introduce modern manage-
ment tools and strengthen the technical capacity of the



74

Financial System, Securities Exchange and Pension Su-
perintendencies, as well as improve coordination between
these and other regulatory institutions. International ac-
counting principles will be implemented along with a
planning and control system for resource management.
The program will also establish a deposit insurance
institution; develop investment plans to modernize
technological resources, including purchase and instal-
lation of information systems; and improve human
resource management. Finally, training will be provided
for judges and arbitrators.

Modernization and Strengthening of the Legislative
Assembly
($3.5 million TC loan from the OC)

Following legislative elections in 1997, El Salvador’s
parliamentary factions agreed on a “protocol of direc-
tion” to promote modernization and reforms of the
Legislative Assembly. That led to the development of a
master plan to improve legislative efficiency and effec-
tiveness, make the assembly more independent and
transparent, and increase public participation in the
consolidation of democracy.

This program supports the objectives of the mas-
ter plan by establishing a Special Technical Advisory
Services Fund to organize parliamentary technical ser-
vices, strengthen legislative capacity, and provide tech-
nical support to the legislative process. The program
will also revise legislative rules of procedure, introduc-
ing a code of ethics for lawmakers and debate guide-
lines. A comprehensive review of the assembly’s structure,
procedures and human resources will strengthen admin-
istration, and equipment and technical assistance will
help upgrade information technology, including an
analysis of computer needs and training in legislative and
administrative functions, and installation of an infor-
mation system to monitor the status of bills and laws.

Finally, the program will establish an office to
handle requests from the public, facilitating better fol-
low-up by legislators and promoting broader public
participation in the legislative process.

Support to the Financial Sector
($2.9 million MIF grant)

The program will contribute to the stability and sol-
vency of El Salvador’s financial system by strengthen-

ing the supervisory agencies for the financial sector. It
will strengthen the technical capacity of the agencies
responsible for supervising the financial sector, intro-
duce modern management tools within those institu-
tions, and build a basis for cooperation and coordination
among these agencies to maximize the effectiveness of
financial supervision. Project components include hu-
man-resource management, strengthening manage-
ment of the technological platform so that strategic
investment plans can be established for each agency,
introduction of international accounting principles in
the financial sector, and a training program for judges
and arbitrators to improve their capabilities in the re-
view of disputes arising from financial operations and
financial crimes.

GUATEMALA

IN 1999, THE BANK APPROVED FOUR LOANS, THREE
TECHNICAL COOPERATION OPERATIONS AND TWO MIF
FINANCINGS TO GUATEMALA. ON A CUMULATIVE BA-
SIS, THE BANK HAS MADE 97 LOANS TOTALING $2,210
MILLION AND DISBURSEMENTS HAVE TOTALED $1,630
MILLION.

Road Rehabilitation and Modernization Program,
Phase II

($150 million loan from the OC, with an interest rate
subsidy from the IFF)

This loan will support the rehabilitation and mainte-
nance efforts on Guatemala’s network of highways and
rural roads for the period 2000-2003. The program will
help consolidate road sector reform and moderniza-
tion initiatives.

Marked improvements in Guatemala’s roadways
achieved through the first phase of this program have
significantly reduced travel time and vehicle operating
costs since 1995. The hiring of local residents through
private maintenance firms to do roadwork has also
helped the economies of low-income areas in the de-
partments of Quiché, Huehuetenango, San Marcos, Alta
Verapaz and Baja Verapaz.

This program will finance rehabilitation of 450
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kms of roads and highways, with an emphasis on ex-
port corridors. Initial projects include rehabilitation of
72 kms of CA-13 through La Ruidosa-Rio Dulce-
Modesto Méndez to give producers in the northeast
better access to the interoceanic highway corridor; and
16 kms of CA-9S through Villanueva-Amatitlan to
improve connections between Guatemala City and the
Pan American Highway. Some 350 kms of rural roads
will also be rehabilitated, many in areas with the
country’s highest poverty levels, such as Quiché and
Huehuetenango.

The program will also support modernization of
regional road maintenance units, budgeting funds for
consultants, training and repairs of maintenance equip-
ment.

Health Services — Phase 11
($55.4 million loan from the OC with an IFF interest
rate subsidy)

This program will broaden coverage of basic health
services in impoverished rural areas and strengthen key
public and private service providers.

Although health conditions in Guatemala for such
high-risk groups as mothers and children have steadily
improved over the past decade, national health rates
conceal significant differences between regions and eth-
nic groups. Indigenous, poor and rural populations
account for most of the premature and preventable
mortality. With support from the first phase of this
program, Guatemala succeeded over the past four years
in broadening basic health services to nearly 3 million
people in poverty.

Most of the resources of this program are ear-
marked for increasing access by low-income rural
groups to a basic health services package to be provided
by the private sector through a competitive procure-
ment process. An estimated 1.5 million people are ex-
pected to benefit. The strategy of the program is based
on using procurement for basic services to spur mod-
ernization of the sector while strengthening the capac-
ity of institutions to consolidate advances. Technical
assistance will improve the health insurance function
of the Guatemalan Social Security Institute and the regu-
latory and supervisory capacity of the Ministry of Health.
A pilot project will improve service quality in at least
seven public hospitals through improvements in their
administrative, management and financial structures.

Municipal Development Program
($19.5 million loan from the OC with an IFF interest
rate subsidy)

This program will support a more equitable, efficient
and decentralized system of providing municipal ser-
vices by financing reforms and investments to improve
municipal infrastructure.

This program will strengthen municipal au-
tonomy and expand and improve delivery of social ser-
vices. To become eligible for program investments,
municipalities will have to adopt reforms affecting the
way that water, sewerage, solid waste collection and
market services are provided. The reforms will cover
the framework under which municipal services are pro-
vided, terms of loans from the National Institute for
Municipal Development (INFOM), and rules by which
project subsidies are allocated. Policy reforms will en-
courage private sector participation in the supply of
services and the financing of infrastructure and com-
munity involvement in project identification and op-
eration.

The program will hep provide technical assistance
to municipalities to implement institutional arrange-
ments for local service provision and other manage-
ment reforms. Finally, the program will support
reorganization of INFOM toward more of an indirect
role in municipal development, providing the infor-
mation, services and cofinancing arrangements that
encourage competition.

Support for Technological Innovation
($10.7 million loan from the OC with an IFF interest
rate subsidy)

This program will help increase the productivity and
competitiveness of small and medium-sized businesses
(SMEs) by providing funding for technological inno-
vation and improving technology extension and infor-
mation services.

Led by the National Science and Technology
Council, a number of public and private initiatives in
recent years have helped to incorporate technology into
industrial practices in Guatemala. However, small and
medium-sized businesses, which make up a significant
portion of the country’s productive sector, have little
access to financing or technical assistance for techno-
logical innovation and have been largely bypassed.
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This program will provide matching grants to
SME:s for technological innovation, strengthen the sup-
ply and availability of technological services, and cre-
ate technology management centers to promote transfer
of technology to businesses. Eligible projects for
cofinancing will include those that develop products
and processes; adopt clean technologies; adapt im-
ported technologies; design strategies to reach new
markets; and install, equip or upgrade laboratories as-
sociated with innovation.

A national network of technology extension ser-
vices will be established, and two pilot projects will elec-
tronically circulate information on technological
innovation to individual entrepreneurs in remote re-
gions. Another pilot project will implement new aca-
demic programs for secondary school math, science and
technological education. Finally, the program will sup-
port development of a multi-year national science, tech-
nology and innovation plan.

Sustainable Management of Amatitlan Lake Watershed
Phase I
($748,000 grant from the Spanish Special Fund)

This project will support, in accordance with the Guate-
malan government, the preparation of feasibility stud-
ies for the Amatitlan watershed sustainable management
program. With its northern section bordering on the
metropolitan area of Guatemala City, the watershed area
has suffered from deteriorating environmental quality
and natural resources in recent years. The area has an
estimated population of 1.5 million people, and in-
cludes the municipalities of Villa Nueva, Villa Canales,
San Miguel Petapa, Santa Catarina Pinula, Mixco and
Amatitlan. Included as one of the project’s long-term
goals is the design, with the participation of the private
sector, of a solid waste management plan.

Education Reform II
($500,000 grant from the Japan Special Fund)

The purpose of this grant is to facilitate the prepara-
tion and start-up of the Project to Support Education
Reform II, which is the second Bank-financed program
designed to support and enhance education reform in
Guatemala. The main goal of this second project is to
continue improving the quality and coverage of basic
education, from preschool through ninth grade, fol-

lowing up on the activities of the first loan. The first
phase of this project includes building institutional
capacity within the Guatemalan Ministry of Education,
and improving preschool education and telesecondary
school. A later phase (and additional loan) will focus
on improving the quality of primary education, teacher
training, and intercultural bilingual education.

Fund for Indigenous Microenterprise
($500,000 loan and $162,000 grant from the EU Spe-
cial Fund for Microenterprise)

This project will promote the entrepreneurial and eco-
nomic development of small farmers and commercial
producers in rural communities in the northern region
of the country, especially in the department of Alta
Verapaz, through support for the Fundacion para el
Desarrollo y Educacion de la Mujer Indigena
(FUNDEM]I, or in English, the Foundation for the De-
velopment and Education of Indigenous Women).
FUNDEMI will expand and strengthen its credit pro-
gram in order to meet the growing demand for credit
from organized groups of microentrepreneurs in the
area. FUNDEMI is a nonprofit organization that pro-
vides self-supporting services to approximately 300
rural poor communities. As a result of support from
FUNDEMI, many microentrepreneurs have under-
taken collective efforts to sell their products.

Business Services Pilot Project
($1.6 million MIF grant)

The objective of this program is to improve the pro-
ductivity and competitiveness of micro, small, and
medium-sized enterprises in Guatemala by stimulat-
ing them to invest greater resources in training and
technical assistance services (non-financial services).
The project will also provide funds to develop and im-
prove training and technical assistance providers so that
their services meet the needs of the smaller enterprises
in Guatemala. The project will make vouchers avail-
able to firms to finance the cost of technical assistance
and training from the service provider of their choice.
The vouchers will match up to 50 percent of the train-
ing and technical assistance costs, thereby requiring that
the firms finance the remaining portion of the service
costs. During its execution, the project anticipates serv-
ing more than 4,000 individuals and marks the first
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use of vouchers to stimulate greater market activity for
non-financial services among smaller enterprises in
Guatemala.

Microenterprise and Small and Medium-Sized Enter-
prises
($900,000 grant from the MIF)

This project will help organize the microenterprise and
small and medium-sized enterprise (MSME) sector in
Guatemala, through coordination and consensus-
building by the public and private sectors, and through
providing a framework for discussion and agreement
on specific sector policies. Goals are to identify unmet
needs and any oversupply of support programs for the
various types of MSME:s, to identify institutional and
legal obstacles to sector development, to establish policy
guidelines for the MSME sector with the support of
private-sector stakeholders in Guatemala, and to for-
mulate policies through government decrees or draft
legislation.

GUYANA

IN 1999, THE BANK APPROVED THREE LOANS, ONE TECH-
NICAL COOPERATION OPERATION AND TwO MIF
FINANCINGS TO GUYANA. ON A CUMULATIVE BASIS, THE
BANK HAS MADE 35 LOANS TOTALING $708 MILLION AND
DISBURSEMENTS HAVE TOTALED $456 MILLION.

Air Transport Reform
($30 million loan from the FSO)

This program will bring air transport operations, ser-
vices and safety procedures up to international stan-
dards by upgrading airport facilities, supporting
regulatory and institutional reforms, and promoting
private participation in the sector.

Guyana’s location and limited road network make
it dependent on air transport for connections both with
the rest of the world and between its own coastal and
interior regions. While legislation passed in 1996 would
bring the country’s air transport system up to the stan-
dards of the International Civil Aviation Organization

(ICAO), of which Guyana is a member, key features of
the law have not yet been implemented and still require
modifications.

This loan will be disbursed in two tranches con-
ditioned on enacting amended civil aviation legislation,
developing regulations governing air transport, estab-
lishing an autonomous airport authority, and convert-
ing management of the Cheddi Jagan International
Airport (CJIA) into an incentive-based corporation.
The loan also includes an extensive technical coopera-
tion component to help the Guyanese authorities com-
ply with the policy conditions, as well as an investment
component that includes such improvements to CJTIA
as runway repaving and installation of approach lights.

The program will also support the leasing of Ogle
Airport as well as the ongoing privatization of the
Guyana Airways Corporation, the national flag carrier.
Finally, policies will be adopted to improve aviation
services in the interior of the country. This will include
more effective search and rescue services, creation of
regional control centers, and greater supervision of
smaller airports.

Low-income Settlement Program
($27 million loan from the FSO)

This loan will help Guyana democratize property own-
ership and stimulate land markets by divesting large
amounts of public land to low-income families for
settlement.

Three key bottlenecks have limited the availabil-
ity and raised the cost of land and housing in recent
years in Guyana: government ownership of most de-
velopable land, a fragmented and slow titling process,
and the weakness of housing agencies. As a result, hous-
ing and land prices are extremely high and many thou-
sands of households are on waiting lists for lots.

This program joins investment, policy reform and
institutional development to attack these problems. The
investment component will divest public land sufficient
for 15,000 lots and then provide them with a package
that includes titling and basic services such as water,
drainage and roads. Existing squatter settlements con-
taining some 6,500 more families will be similarly up-
graded. Costs of the package will be scaled to target
most lots to low-income households living in
marginalized areas.

In order to improve the functioning of private
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housing markets, tracts of undeveloped land will also
be auctioned to developers, who will then benefit from
establishment of a “one-stop shop” to facilitate rapid
titling and development approvals. Technical assistance
will strengthen the Central Housing and Planning Au-
thority and support policy reforms that rationalize land
use planning and extend mortgage financing to low and
middle-income households. Finally, the program will
coordinate an inter-agency response to squatting in
order to head off future unplanned settlements.

Georgetown Water Supply and Sewerage Program II
($27 million loan from the FSO)

This program aims at improving the sanitary condi-
tions of the population in Georgetown and reducing
the current levels of environmental degradation by
improving the quality of the water supply and sewer-
age services. Specifically, the program has three objec-
tives: to continue the improvements in the availability
and quality of potable water and the reliability of the
distribution system, to improve the level of operation
of the sewerage system, and to consolidate and con-
tinue to improve the Georgetown Sewerage and Water
Commission (GS&WC).

A greater number of Georgetown residents will
have improved access to a dependable and safe potable
water supply, thus improving hygiene and reducing the
incidence of illnesses and diseases caused by waterborne
pathogens. Also, the rehabilitation of the water distri-
bution system, combined with an effective public-
awareness educational program, will contribute to
substantially reducing the volume of unaccounted-for
water currently lost to leakage, therefore reducing the
demand for raw water.

The program is consistent with the Bank’s strat-
egy for Guyana, which includes development of the
social sector through reduction in poverty through
improvement in the delivery of education and health
services and through programs for poverty reduction
and improvements in urban living conditions.

Design of Rehabilitation of Mahaica-Rosignol Road
($525,300 grant from the Japan Special Fund)

This grant will help finance an analysis of the economic
costs and benefits of rehabilitating the segment of high-
way between Mahaica and Rosignol. It will also deter-

mine the actions that should be taken to safeguard the
environment and ensure that social concerns are fully
addressed. A detailed design for the civil works will be
prepared, as well as bidding documents. The poor state
of roads in Guyana is one of the main constraints af-
fecting the performance of the productive sector, par-
ticularly agriculture. Improving the road network will
help reduce transportation costs and help promote
national integration and economic growth. In particu-
lar, improving the Mahaica-Rosignol Road will help
increase access and reduce transportation costs for ru-
ral inhabitants in the Berbice region.

Strengthening the Property Rights System
($940,000 grant from the MIF)

This project will encourage higher levels of financial
intermediation by improving the legal, institutional and
organizational framework for secured lending. Re-
sources will be used to prepare amendments to exist-
ing laws for presentation to the legislature, particularly
amendments to the Bills of Sale Act, Companies Act,
Deeds Registry Act and the laws of evidence and re-
lated statutes. Also, the services provided by the Deeds
Registry will be improved and its institutional capacity
strengthened. A necessary condition for economic
growth is a well-functioning financial market. This pro-
gram will help Guyana achieve that goal by improving
the legal and administrative framework for secured
transactions.

Microenterprise Training Services Market
($900,000 grant from the MIF)

This project seeks to test and demonstrate the feasibil-
ity of establishing a sustainable market for training ser-
vices to microenterprises, in order to improve their
competitiveness and productivity. The four-year pro-
gram will include an information and referral service,
a training-voucher system, and a training-technologies
development fund.



THE YEAR’S LENDING 79

HAITI

IN 1999, THE BANK APPROVED TWO TECHNICAL COOP-
ERATION OPERATIONS AND ONE MIF FINANCING TO
HaIti. ON A CUMULATIVE BASIS, THE BANK HAS MADE
47 LOANS TOTALING $761 MILLION AND DISBURSEMENTS
HAVE TOTALED $505 MILLION.

Training Sector Reform
($750,000 grant from the Japan Special Fund)

This grant will establish the institutional procedures
and operational mechanisms needed to implement the
first phase of a far-reaching reform program aimed at
effecting a transition from the current system for man-
agement and delivery of technical and vocational train-
ing to a new demand-driven, decentralized and
participatory model. The resources will help finance a
core management team that will provide support to the
transitional management structure, detailed manage-
ment audits of the public entities of the sector, elabo-
ration of the first round of specific business plans to
implement the reform, and a sustained publicity cam-
paign. Specifically, the publicity campaign will encour-
age women to train in higher-wage fields, as well as give
teachers and employers incentives to accept female
trainees and workers in these fields.

Urban Initiative for Port-au-Prince
($730,000 grant from the FSO)

This grant will help set up a metropolitan urban-plan-
ning process and a corresponding metropolitan gover-
nance mechanism. It also will support measures to
identify and define urban-development projects, such
as the design of decentralized bases or the improve-
ment of marginalized neighborhoods. Phase one, stra-
tegic planning, includes a review of existing studies,
assessment of best practices, and a dialogue/debate be-
tween main stakeholders to achieve consensus in devis-
ing a strategic plan for metropolitan Port-au-Prince and
a governance mechanism. Phase two consists of specific
studies to prepare for the implementation of the stra-
tegic plan. Among the issues to be included are identi-
fying new places of urban development within the city
to help absorb the growth in population and its ac-

companying economic dimension, and the problems
needed to be addressed in order to upgrade low-income
and poor urban neighborhoods.

Private Training Market Initiative
($2 million MIF grant)

This project will enhance productivity and contribute
to economic growth through increased investments in
training. The project will establish a matching grant
incentive mechanism that will encourage private en-
terprises to make more use of training that will con-
tribute to greater efficiency and output for their
businesses. The project will complement and execute
in tandem with a larger IDB loan, the Vocational Edu-
cation Reform Program. As part of this larger reform
process in Haiti, the MIF project will support a funda-
mental redirection of the government’s strategy for sup-
porting the market for private training. As such, the
project will expand the market for in-service training,
promote greater NGO participation in providing train-
ing to informal entrepreneurs who tend to have less ac-
cess to training, and enhance the quality of services
rendered by training providers and their responsiveness
to the needs of the clients. The program will train 14,000
individuals and will strengthen 75 training providers.

HONDURAS

IN 1999, THE BANK APPROVED FOUR LOANS, ONE
TECHNICAL COOPERATION OPERATION AND THREE MIF
FINANCINGS TO HONDURAS. ON A CUMULATIVE BASIS, THE
BANK HAS MADE 113 LOANS TOTALING $1,973 MILLION
AND DISBURSEMENTS HAVE TOTALED $1,646 MILLION.

Transition and Social Protection Program
($30 million loan from the FSO)

This program will protect and improve priority social
programs at a time when demand for services is height-
ened in the aftermath of Hurricane Mitch.

Over three-quarters of the population in Hon-
duras lives below the poverty line. In years past, social
sector initiatives designed to alleviate this poverty were
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often only partially implemented because of the weak
capacity of the line ministries and the lack of an ad-
equate policy framework. Pressing social needs during
the reconstruction period following Hurricane Mitch
have simply made the situation worse.

This fast-disbursing loan is structured to preserve
social sector gains, improve social program manage-
ment and implementation, and develop the institu-
tional capacity to ensure rational and transparent use
of public resources. Budgeting for priority programs
in health, education and social welfare will be protected
based on criteria that include providing basic primary
level services, reaching the most vulnerable groups, tar-
geting rural areas, delegating functions to local entities
and civil society organizations, and maintaining physi-
cal infrastructure.

The program will also establish an agency to for-
mulate and implement social policies. The agency will
foster the development of sector strategies, set overall
goals, coordinate mechanisms and procedures, and
maintain coordination facilities for maximizing the
impact of social initiatives.

Potable Water and Sanitation Investment
($26 million loan from the FSO)

The program will finance technical assistance and civil
works for municipalities that agree to modernize the
way potable water and sanitation services are provided.
Twenty-one municipalities that have submitted propos-
als have been pre-selected for the program, which is
designed to be easily replicated and adapted in size with-
out losing its design integrity.

The first steps include technical assistance to de-
velop and publicize a new water policy, as well as sup-
port for the creation of a new institutional framework.
Next, the program will help strengthen the operators.
And finally, when all the previous steps have been ac-
complished and the operators have helped raise the
performance of the services provided by existing fa-
cilities, the municipality will be able to borrow for civil
works to improve and expand services further.

Considerable benefits result from improved po-
table water and sanitation services. Those already con-
nected to the potable water system will benefit from
improved services, while those not previously con-
nected, predominantly the poor, will benefit as they will
no longer be dependent on expensive supplies from

private vendors. The improvement in sewerage services
will lead to a decrease in gastrointestinal disease, a par-
ticular problem and one of the main causes of high
infant mortality. Almost 400,000 people are expected
to benefit from improved potable water services, and
more than 300,000 from improved sewerage services.

Emergency Road and Water Supply Infrastructure
Program

($18.8 million loan from the FSO with cofinancing of
$56 million from JICA, $35.8 million from SIDA and
$5 million from OPEC)

Hurricane Mitch destroyed or damaged an estimated
70 percent of Honduras’ road network, including some
1,900 kms of paved roads essential for production and
exports. Much of the country’s drinking water and
sewer systems also collapsed, causing major service in-
terruptions and raising concerns about the spread of
disease. In the wake of the disaster, most Tegucigalpa
residents had to obtain drinking water from trucks.

This program will finance emergency repairs of
380 kms of critical paved and secondary roads that carry
the bulk of the country’s traffic, connect production
centers to domestic markets, and link Honduras with
neighboring countries. Two bridges will be built in
Tegucigalpa and 15 bridges repaired along the
Tegucigalpa-San Pedro Sula highway. The program will
also supply piping and equipment to restore the drink-
ing water system in the capital. Some 36,400 meters of
ductile iron pipe for main conveyance lines will be in-
stalled along with 14,000 meters of PVC pipe for water
and sewer lines.

This operation forms part of a larger IDB emer-
gency program to help Honduras recover from the ef-
fects of Hurricane Mitch. The Bank has approved $184
million in concessional loans since the hurricane for
infrastructure repairs and social investments in Hon-
duras. Because of the emergency conditions, the cur-
rent loan includes $7 million reallocated from previous
loans that had not been fully disbursed.

Post-Hurricane Housing Program
($10.4 million loan from the FSO)

This program will provide housing for poor families
left homeless by Hurricane Mitch while also promot-
ing long-term development of the housing sector.
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Hurricane Mitch so devastated Honduras that
well into 1999, several months after the storm, an esti-
mated 46,000 families were still living in shelters or with
friends or relatives. Rapid and definitive resettlement
of these families is key to minimizing the social dete-
rioration that can result from displacement, prevent-
ing people from returning to high-risk areas or illegally
occupying vacant lands, and avoiding the costly con-
struction of long-term temporary shelters.

Through intermediaries such as municipalities,
nongovernmental organizations and cooperatives, this
program will offer displaced families a package of hous-
ing and resettlement services that will enable them to
move from shelters onto permanent sites with secure
title. The subsidies will help an estimated 8,400 fami-
lies repair damaged housing, or acquire plots of land,
erect housing and gain access to basic services.

The program will also improve the formulation
and implementation of housing policy by strengthen-
ing the technical capacity of government agencies and
NGOs working in the housing sector. An environmen-
tal management component of the program will help
municipalities ensure that housing reconstruction is in
areas protected against flooding and landslides.

Support for National Reconstruction
($1 million grant from the FSO)

This program will support the country’s recovery from
Hurricane Mitch by carrying out preinvestment stud-
ies for infrastructure projects and by strengthening the
technical and managerial capacity of public agencies
responsible for national reconstruction.

This program will help the government develop
systematic medium- and long-term reconstruction
strategies in priority areas. Consulting services and
other technical assistance will be used to prepare sec-
tor and natural disaster management studies and to
design loan operations that can be quickly accessed and
disbursed. Priority project areas will include the social
sectors, housing, water supply and sanitation, commu-
nications, transportation, the productive sectors, and
the environment.

Advisory services on organization and adminis-
tration will also be provided to improve the capacity
of institutions responsible for preparing and executing
reconstruction projects. Finally, a procurement support
component will assist the government with the con-

tracting of works and services according to Honduras’
master plan for national reconstruction.

Support to the Productive Sector and Smaller Enter-
prises
($1.7 million MIF grant)

This project promotes productive linkages and com-
petitiveness among Honduran companies, particularly
small and medium-sized enterprises within growing
economic clusters such as agribusiness, manufactur-
ing, logging, furniture production and tourism. More
than 400 firms will receive co-financing to pay for train-
ing and technical assistance to strengthen their operat-
ing systems and thus enhance their competitiveness.
The project is geared toward bolstering Honduras’s
capacity to administer projects to promote smaller en-
terprises’ growth and development. Fundacion para la
Inversion y el Desarrollo de las Exportaciones (FIDE),
an internationally recognized organization, will be
given the tools to operate as an efficient intermediary
of resources providing assistance in designing and
managing new projects. FIDE will also play a promi-
nent role in supporting a national dialogue among pri-
vate and public stakeholders to encourage reform
policies in regulations affecting these sectors.

Private Sector Involvement in Potable Water and
Sewerage in San Pedro Sula
($750,000 grant from the MIF)

The goal of this operation is to ensure a smooth transi-
tion process from potable water and sewerage services
provided by the municipality to services provided by
the private sector. Activities will be divided into three
broad categories. The first is project planning and con-
trol, including the coordination of different agents, to
assist the municipality of San Pedro Sula with the
project management of the entire operation. The sec-
ond is the drafting of all legal and contractual docu-
ments required during and after the transition process,
and the third is preparation of information. Transition
to private-sector management should help resolve
problems that have emerged under public-sector man-
agement, such as the absence of stable tariff levels
needed to sustain the service, increasing debt-service
commitments and deteriorating commercial perfor-
mance.
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Expansion of Business Networks for Micro- and Small-
Enterprise and Integration of Production Chains
($700,00 grant from the MIF)

This grant will help increase the productivity and com-
petitiveness of microenterprises and small manufac-
turers, promoting the organization of business
networks and creation of production links between
them. The direct beneficiaries of this project will be
some 3,400 microenterprises and small businesses
served by the Centro de Recursos y Tecnologia (CERTEC,
or Resources and Technology Center), the executing
agency of the grant. CERTEC will help the businesses
increase their levels of efficiency and competitiveness
through the formation of production chains, the de-
velopment of a methodology to serve local production
systems, and the transfer of a methodology for serving
networks.

JAMAICA

IN 1999, THE BANK APPROVED FOUR LOANS, ONE TECH-
NICAL COOPERATION OPERATION AND ONE MIF FINANC-
ING TO JAMAICA. ON A CUMULATIVE BASIS, THE BANK
HAS MADE 72 LOANS TOTALING $1,364 MILLION AND
DISBURSEMENTS HAVE TOTALED $1,177 MILLION.

Parish Infrastructure Development Program

($35 million loan from the OC with an interest rate
subsidy from the IFF and $4 million cofinancing from
OPEC)

This program will strengthen Jamaica’s parishes by re-
pairing basic transportation, water and marketing in-
frastructure and by strengthening local governments
and institutions.

The local government administration system in
Jamaica since colonial times has been made up of par-
ishes of varying size and population. Following a pe-
riod of centralized government that saw a decline in
the quality of local infrastructure and services, the Ja-
maican government decentralized many public sector
services to the parish level, starting in 1993, through a
local government reform program.

This program will finance repairs of basic infra-
structure under the jurisdiction of the country’s 13
parishes, including roads and drainage, water and sani-
tation systems, market facilities and council buildings.
Technical assistance and institutional strengthening will
help the parishes improve their legal frameworks, build
astronger revenue base, develop clearer lines of admin-
istrative authority and more transparent financial plan-
ning and management procedures, and increase
community participation in local government.

Solid Waste Management Program
($11.5 million loan from the OC)

This program will improve the environmental and sani-
tary conditions of the solid waste-disposal site in the
Kingston metropolitan area and other sites around the
country. It will also develop an action plan for a na-
tional solid waste management program. Since approxi-
mately half of the country’s annual 840,000 tons of solid
waste is generated in the Kingston area, this will be the
primary area of focus.

The first phase of the project will focus on im-
proving the environmental and sanitary conditions of
the Riverton disposal site, which serves the Kingston
Metropolitan Area, and on closing all the critical non-
active sites around the country. Additionally, an island-
wide national program will be prepared to establish a
unified plan for the entire country. The government’s
policy will be based on long-term sustainability, effi-
ciency and quality of service.

The program will have significant environmen-
tal and health benefits as a result of improved collec-
tion, transportation, and disposal of waste, as well as
reduction of littering and illicit dumping. These im-
provements will lead to a cleaner environment and less
water and soil pollution, which will help enhance the
quality of life, recreation and health.

Public Sector Y2K Project
($10 million loan from the OC)

This project will help technology-based systems within
the public sector become Y2K compliant in order to
minimize disruptions that could result from the fail-
ure of computer systems in the year 2000.

This operation will support efforts by the Jamai-
can government’s Y2K Project Unit to ensure that criti-
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cal systems in priority areas are compliant and to de-
velop contingency plans in the event certain systems
do not function properly. Technical assistance, consult-
ing services and equipment will be provided to con-
vert or renovate computer systems and then conduct
system-wide testing. Specific activities will include de-
velopment of computer-based technology specification
and embedded systems; design and execution of test-
ing procedures; coding or coding conversion; and re-
placement of noncompliant hardware and software
The project is the first to be financed through a
special line of credit established by the IDB to assist
countries of the region in preparing and adapting their
information systems to year-2000 requirements.

Land Administration and Management Program
($8.4 million loan from the OC, with an IFF interest
rate subsidy)

This program will foster a more dynamic land market
by supporting titling and modernizing land use and
management tools to make them more efficient and
transparent.

Nearly half of all land parcels in Jamaica are un-
protected by registered certificates of title. This offers
little incentive to invest in the property, and occupants,
many of them poor, have limited access to formal eco-
nomic opportunities associated with secure land own-
ership. While the government is committed to opening
access to land and regularizing properties, problems
with management of land records, information systems
and allocation processes have slowed this process.

This program will develop new technical and ad-
ministrative processes to expand land titling activities
into a program of targeted and systematic tenure regu-
larization that includes modernization of title registra-
tion and cadastral systems. Land tenure will be clarified
for 30,000 parcels in St. Catherine Parish. A digital ca-
dastral index will be developed for the parish along with
a cadastral map of the targeted areas.

Technical assistance will be provided to design an
efficient system for divestment and management of
public lands, and to develop policies and standards for
dissemination of geographic information and an
Internet-based national land information system. An
estimated 270,000 Certificates of Title and 5,000 De-
posited Plans will be computerized and indexed.

Support for Primary Education
($750,000 grant from the Japanese Special Fund)

The objective of this grant is to provide consulting ser-
vices to support the Ministry of Education and Culture’s
development of the Primary Education Support Project,
which is to be financed through a Bank loan. Jamaica
has successfully achieved universal primary education,
but budget constraints, weaknesses in education man-
agement, ineffective decentralization and inconsistent
quality have left gaps in universal functional literacy,
inefficiencies in the distribution of resources and in-
equalities in the delivery of educational services, espe-
cially across geographic and socioeconomic groups.
This primary education project will address such prob-
lems. Elements include curriculum dissemination,
teacher training, introduction of new teaching and
learning resources, rationalization of existing resources,
institutional strengthening, new site-based manage-
ment practices and the introduction of targeted strate-
gies such as information and communication
technology to enhance learning and equity.

Road Concessions Program
($595,000 grant from the MIF)

This grant will help support the Jamaican government
in the development of a system to concede roads to the
private sector. Resources will also be used to fund the
preparation of documentation and procedures for a
special road concession as a pilot project to develop
and test the system. Activities include improving the
legal, regulatory and institutional framework applicable
to the construction and operation of public roads
through private concessions. The project will support
the creation of a specific unit for granting these con-
cessions, and assist in devising a mechanism through
which concessions are developed, advertised, tendered
and monitored. The project will also aid in developing
a unit for regulating the operation and tariffs applied
to concessions.
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MEXICO

IN 1999, THE BANK APPROVED THREE LOANS, ONE TECH-
NICAL COOPERATION OPERATION AND ONE MIF FINANC-
ING TO MEX1ICO. ON A CUMULATIVE BASIS, THE BANK
HAS MADE 163 LOANS TOTALING $12,993 MILLION AND
DISBURSEMENTS HAVE TOTALED $10,695 MILLION.

State and Municipal Strengthening Program
($800 million loan from the OC)

This program will support decentralization in Mexico
by making state and municipal spending more autono-
mous, improving the performance of subnational credit
markets, and strengthening the capacity of local gov-
ernments to manage public funds.

Recent budget legislation in Mexico has signifi-
cantly increased the volume of resources at the disposal
of subnational governments, strengthening the country’s
ongoing process of fiscal decentralization. Municipali-
ties, for example, received $5.5 billion in untied federal
transfers in 1999 compared with $1.7 billion in 1995.
States and municipalities in turn have undertaken re-
forms to be able to handle their new financial respon-
sibilities. And to help these subnational governments
finance a growing number of infrastructure and other
projects, the Ministry of Finance and Public Credit is
moving to reform the development bank system, so that
subnational governments as well as development banks
base their credit decisions on market considerations.

Half the financing under this operation is in the
form of a fast-disbursing sector loan that will enable
the government to continue its reform program while
maintaining its level of transfers to subnational govern-
ments. Funds will be released according to reform ad-
vances to strengthen the autonomy of local governments.
These resources will help BANOBRAS meet local credit
needs more rapidly,and modernize the regulatory frame-
work to make the system of guarantees for loans to local
governments more transparent and reliable.

Resources from the program will also be made
available to local governments to strengthen their ad-
ministrative and financial management in such areas
as auditing, investment planning, transparency, bud-
geting, tax administration and accounting.

Termoeléctrico del Golfo Project
($75 million from the OC with a “B” loan of $102.3
million)

This project will finance construction, operation and
maintenance of a 230 MW power plant in the state of
San Luis Potosi, Mexico, to provide electricity for ce-
ment plants in central and northern Mexico.

The project will supply power to 13 cement plants
owned by CEMEX, the largest cement manufacturer
in Mexico and the third largest in the world. This will
free up electricity currently used for the aforementioned
plants, expanding energy capacity in a region of rising
demand. In addition, surplus power from the new plant
will be sold to the national grid.

The new facility will include two circulating flu-
idized bed (CFB) boilers and ancillary equipment. It
will be fueled by petroleum coke, a by-product of a
state-owned refinery that is being refurbished.

Hermosillo Power Generation Project
($41.6 million loan from the OC, with “B” loans total-
ing $86.8 million)

This project will support efficient expansion of the
energy sector by financing construction and operation
of a private generating facility that will sell its power
output to Mexico’s state electricity utility. The new fa-
cility will be a 250 MW combined cycle natural gas
power plant located 18 kms northwest of Hermosillo
in the state of Sonora. A 28 km gas pipeline and a waste-
water treatment plant will also be built.

The project is part of Mexico’s least-cost energy
expansion plan, which aims at meeting growing de-
mand by using private sector financing to increase the
country’s total installed generating capacity by nearly
10,000 MW by the year 2006. The plant will be built,
owned, and operated by a special purpose company
established by the project sponsor, Unién Fenosa ACEX,
a Spanish firm with interests in electricity-related as-
sets worldwide. While the plant’s guaranteed net out-
put will be sold to the state electricity utility under a
25-year power purchase agreement, the project com-
pany will be allowed to sell excess capacity to third par-
ties. It will also have the option to shift to a competitive
market once an appropriate regulatory framework for
such a market is developed as part of Mexico’s national
utility reform program.
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This financing includes two syndicated loans to-
taling $86.8 million through which funds are provided
by commercial banks under subscription of participa-
tion agreements with the IDB.

Health and Social Services Network
($500,000 grant from the FSO)

This project will install a computerized information
network for health and social service providers affili-
ated with the Archdiocese of Mexico, reducing costs
and enabling those services to better reach poor and
marginalized areas. The beneficiary organization,
Cdritas, is an international organization of the Catho-
lic Church dedicated to improving the lives of the poor
through job training, social work, education, youth
activities, and health and social programs for families.

This project will establish interconnected network
servers equipped with a database, electronic mail and
telephone access between the Cdritas Central Office,
the Health Program Directorate, and the La Pasién
Family and Community Health Center. The network
will enable Cdritas to improve coordination, adminis-
tration and health promotion in a jurisdiction that in-
cludes 405 parishes, 18 hospitals, and dozens of health
clinics and community centers.

The program will also provide equipment and
personnel to establish a training center for Cdritas staff
who will be using and working with the information
network.

Capital Development Fund in Guanajuato
($2 million MIF equity investment)

This fund will help the development of small businesses
in the state of Guanajuato. The Guanajuato government
is committed to providing up to $3 million and
Nacional Financiera (NAFIN), a national financial in-
stitution of Mexico, will invest up to $2.3 million, while
other private sector investors are expected to contrib-
ute between $800,000 and $2.7 million. The project pi-
lots novel approaches to economic development,
combining development objectives with the discipline
of venture capital, thereby producing attractive returns
while making a tangible impact on the local economy
and further exploring the transferability of venture
capital practices to regional development.

NICARAGUA

IN 1999, THE BANK APPROVED SIX LOANS, TWO TECH-
NICAL COOPERATION OPERATIONS AND FIVE MIF
FINANCINGS TO NICARAGUA. ON A CUMULATIVE BASIS, THE
BANK HAS MADE 96 LOANS TOTALING $1,565 MILLION
AND DISBURSEMENTS HAVE TOTALED $1,198 MILLION.

Pan-American Highway Rehabilitation

($50 million loan from the FSO with cofinancing of $10
million from JICA and $16 million from the Govern-
ment of Spain)

The loan will finance repairs along northern sections
of the Pan-American Highway damaged by Hurricane
Mitch and establish a special fund for ongoing road
maintenance.

As Nicaragua’s primary highway corridor, the
Pan-American Highway is critical to the country’s
economy, providing the population with access to mar-
kets, basic social services and economic infrastructure.
Severe damage to portions of the highway from Hurri-
cane Mitch left some of the country’s largest cities iso-
lated, making economic recovery that much more
difficult.

This program will repair 259 kms spanning six
sections of the highway, including San Benito-Sébaco,
Sébaco-Esteli, Esteli-Yalaguina, Yalaguina-El Espino,
Tipitapa-Las Flores, and Las Flores-Nandaime. Repairs
will include repaving, drainage works, signaling and
road safety. Two bridges along the Esteli-El Espino sec-
tion will also be repaired.

The road maintenance fund will be used as a sus-
tainable financing mechanism for upkeep of the
country’s road network. To get maintenance operations
going as quickly as possible, the program will help fi-
nance maintenance of 1,500 kms of main highways by
private companies with seed capital. Finally, the pro-
gram will provide consulting services and training to
strengthen the oversight and regulatory capacity of the
Ministry of Transportation.
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Modernization of Water and Sewerage Service Man-
agement

($13.9 million loan from the FSO with cofinancing of
$26 million from JICA and $5 million from OPEC)

This program will modernize the water and sewerage
sector through a service and management contract with
a qualified private operator, including two components:
(i) a corporate strengthening program to upgrade in-
formation systems and implement a plan to reduce
unaccounted for water, and (ii) a management delega-
tion program to operate the services in the northwest-
ern portion of the country (400,000 inhabitants). The
program also includes a pilot project to expand and
regularize potable water and sewerage connections in
poor and marginal settlements in Managua.

Recent sector reforms supported by the Bank have
made the legal and regulatory framework for water
supply and sewerage services in Nicaragua among the
most advanced in Central America. However, the sec-
tor continues to suffer from deficiencies common to
public utilities in developing countries, including un-
even coverage, poor service quality and high levels of
unauthorized connections. A combination of low tar-
iffs and poor operational efficiency have kept cost re-
covery rates down, leading in turn to inadequate
investment levels.

This program will develop a step-by-step strategy
to gradually promote greater private sector participa-
tion in providing water and sanitation services. The ser-
vice/management contract with a private operator will
facilitate in the medium term greater private sector par-
ticipation in the sector by improving the information
available on operational performance of the water com-
pany, increasing the customer base and billing revenues,
and providing a regional platform to demonstrate the
benefits of private management of services.

The program will also improve water and sanita-
tion services for an estimated 4,000 low-income house-
holds living in the marginal neighborhoods of
Managua. This pilot project will include the rehabili-
tation and expansion of water and sewerage connec-
tions, the financing of intra-domiciliary networks for
users through a microcredit mechanism, and promo-
tion and education campaigns. It will be carried out
with the active participation of nongovernmental or-
ganizations and will serve as a test that could be repli-
cated on a larger scale.

Strengthening Fiscal and Customs Systems
($10 million loan from the FSO)

The purpose of this program is to help strengthen
Nicaragua’s fiscal and customs systems. Resources will
support the establishment of a Tax Administration and
a Customs Service Administration, both with greater
professional and technical capacities than the previous
systems. The two current institutions should be trans-
formed into more modern, efficient administrations
capable of handling greater government revenue flows.

Nicaragua is currently in the process of imple-
menting a series of structural reforms to establish a
more sustainable development model, with greater in-
clusion of the private sector, in order to lead to increased
domestic savings and reduced inflationary pressure.
The improvement of the fiscal and customs systems
could play a vital role in the overall success of the
country’s structural reforms.

This modernization project includes decentrali-
zation of services, installation of new information tech-
nology systems, strengthening human resource
elements including training, especially in management
capacity, and the remodeling of existing customs build-
ings. One result of the project should be a reduction in
tax evasion.

Education Reform Program
($9.4 million loan from the FSO)

After years of focusing its efforts on improving primary
education, the Nicaraguan government is now deter-
mined to reform its secondary education system by
better linking it to the needs of students, civil society
and the labor market, and by introducing alternative
study systems to rural areas.

A national education plan developed with tech-
nical assistance, training and logistical support from
this program will lay the groundwork for a reformed
education system that is more decentralized and has
greater civic involvement. Studies will assess educa-
tional demand in terms of enrollment and infrastruc-
ture, examine social demands on the education system,
and analyze the administrative, budgeting and teach-
ing management systems of schools and school systems.
An information system will be installed to improve
communication and coordination between central and
local levels.
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To improve educational coverage and quality, the
program will promote the use of educational tech-
nologies in alternative instruction modes. Thirty dis-
tance learning centers using video programs
(telesecundaria) will focus on reaching secondary stu-
dents in rural areas. Computerized self-teaching mod-
ules will be developed for adult education, and
interactive radio programs used in 45 rural primary
schools to prepare 5™ and 6™ graders for the second-
ary level. The program will also pilot an innovative
pre-school program to improve the readiness of chil-
dren before they enter the first grade. Finally, the pro-
gram will support a Supplementary Social Fund that
will provide incentives designed to attract students to
the secondary level, encourage school autonomy, and
promote teacher training.

Atlantic Coast Development
($8 million loan from the FSO)

The purpose of this program is to strengthen regional
and local government and institutional capacity in the
Atlantic Coast Region to support the sustainable de-
velopment of the region. The resources will be used to
enhance the capacity in financial management, admin-
istration and development planning of the North At-
lantic Autonomous Region and the South Atlantic
Autonomous Region. Community and municipal ca-
pacity will be created in the areas of project identifica-
tion, land use planning, and natural resources
management through the introduction of a participa-
tory planning methodology. Strengthened capacity to
support sustainable development will benefit the
region’s indigenous, creole and mestizo populations.

The program supports the Bank’s local develop-
ment strategy for Nicaragua that seeks to promote de-
centralization and build the capacity of local
institutions and sub-national governments to adhere
to sustainable development processes. The program also
supports the Bank’s sectoral strategies for health and
education by strengthening local autonomous entities
such as health centers and schools, and by improving
the quality and cost-effectiveness of service delivery in
rural areas.

Strengthening the Technical Secretariat of the Office
of the President
($2.1 million TC loan from the FSO)

The Nicaraguan government’s program to reform and
modernize the state mandates that the Technical Sec-
retariat of the Office of the President coordinate
interministerial social and economic policies and evalu-
ate their impact on poverty reduction.

This operation aims to ensure policy cohesion
between such issues as poverty reduction, sector re-
forms and public spending, leading to a transparent
system for evaluating the impact of sector reforms in
terms of equity, efficiency and accountability. Tech-
nical assistance will help develop the capacity of
interministerial teams to facilitate policy dialogue,
technical analysis, communication and consensus. The
program will provide temporary financing for a core
team of consultants to act as interministerial liaison
and to develop the Technical Secretariat’s diagnostic
and analytical capacity; train interministerial techni-
cal teams to improve coordination between sector re-
forms and social policies; support opening new
channels of social communication between govern-
ment and civil society; and develop a management
information system.

The program will also finance studies that will
serve as the basis for preparing sector policies and
investment programs with an impact on poverty. Stud-
ies will examine municipal development, moderniza-
tion of technical education, design of a social safety net,
and development of the Atlantic Coast Autonomous
Region.

Training for Design and Management of Social Policy
and Programs

($1.7 million grant from the Norwegian Agency for
Development Cooperation)

This grant will assist the government of Nicaragua in
strengthening the management of its social policy, en-
hancing its effectiveness and equity.

The funds are expected to be provided by the
Norwegian Agency for Development Cooperation, and
they will be administered by the IDB. This grant will
permit the Inter-American Institute for Social Devel-
opment to train more than 400 federal, departmental,
and municipal officials involved in the implementa-
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tion of social policy through workshops, seminars, and
short courses. Training will also be provided for train-
ers and faculty, and a network of academics will be cre-
ated to provide continuity in social management
training activities.

In the short term, the project is expected to lead
to improved execution of government social programs.
In the medium and long term, the project will be an
important step in the modernization and technical
strengthening of the design and execution of future
Nicaraguan social policy.

Attention to Children Affected by Hurricane Mitch
($550,000 grant from the Japan Special Fund)

In the fall of 1998, Hurricane Mitch devastated parts
of Nicaragua. In a country where 53 percent of the
population is under 18 years of age, thousands of chil-
dren were severely affected by loss of infrastructure, de-
struction of crops, and in some cases, death of relatives.
According to the National Committee for Emergencies,
some 150,000 families and more than 400,000 children
were affected by Mitch. The purpose of this grant is to
offer integrated assistance to children in Managua, in-
cluding adequate health services, education, and hous-
ing. Through Casa Alianza Nicaragua, the program will
assist more than a hundred children who might other-
wise be living on the streets. Part of the Bank resources
will be used to help build a crisis center and shelter for
girls.

Sustainable Services to Micro, Small and Medium
Enterprises
($1.4 million MIF grant)

Thisis a pilot program aimed at enabling microenterprise
and small and medium-sized businesses in Nicaragua
to compete more effectively in an increasingly global
market place. The project will promote a sustainable
market for non-financial services for this segment of
enterprises. More than 1,400 firms will receive co-financ-
ing for training and technical assistance to improve their
human resources and productive and managerial sys-
tems. A training and technical assistance coupon-and-
voucher system will be set up to provide incentives,
thereby spurring more continuous demand and greater
investment in non-financial services.

Legal and Supervisory Development of the New Pen-
sion System
($1.2 million MIF grant)

This program supports the ongoing pension reform,
which aims at increasing coverage and benefits, improv-
ing the equality of the system, and ensuring its finan-
cial solvency in the long run. The specific objectives of
the program are to prepare the two crucial steps needed
before workers can transfer to the new pension system:
the establishment of an adequate legal and regulatory
framework and the implementation of appropriate su-
pervision of the system. Adequate legislation and regu-
lation are crucial to ensure the proper functioning and
viability of the new pension system. The existence of a
specialized institution that oversees the new pension
system is fundamental for its functioning and long-term
viability.

Private Initiative for the Development of Human Re-
sources: Pilot Project in the Construction Sector
($1 million MIF grant)

The project will help establish a training and accredi-
tation program for construction workers and promote
the modernization of the national training system. The
MIF resources will enable the development of an in-
novative, industry-wide system that will increase the
supply of skilled workers in an industry where there
are now shortages. A pilot program for training and
accreditation will be carried out, training 2,450 labor-
ers, 700 middle-level technicians, and 280 managers and
senior technicians. Training will also be provided to 105
instructors and professionals. The project will serve as
amodel for developing a program of continuous train-
ing in the construction industry with a view to pro-
moting greater private sector investment in training
services and equipping the private sector with sufficient
capacity to respond effectively to market demand.

Alternative Mechanisms for Settling Property Disputes
($982,000 grant from the MIF)

Today in Nicaragua, as a consequence of changing so-
cial and political conditions throughout the last few
decades, there are legal disputes over ownership of some
8,500 urban and rural properties. In response to this
problem, the government reached a consensus with the
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different social and political sectors, which establishes
a suitable legal framework that includes the use of me-
diation and arbitration as alternative methods for set-
tling property disputes. The proposed program would
support Nicaragua in settling these disputes, particu-
larly through the introduction of new alternative
mechanisms established in the law, to be coordinated
with the existing property system. In addition to help-
ing solve individual property disputes, national and
foreign private investment and property sales in the
country will also benefit from this program through
the reestablishment of a reliable property rights sys-
tem that offers legal security.

Strengthening Private Sector External Auditing
($923,000 grant from the MIF)

This program will help strengthen the technical and
professional skills of public accountants and private
independent auditing firms in Nicaragua so that they
may provide their clientele with transparent, reliable
and timely accounting and financial information. As-
sistance will also be provided to help the Comptroller
General of the Republic review and update its internal
procedures. The project will help review and modern-
ize the legal framework governing public accountancy
and help strengthen the administrative structure and
operations of the Society of Public Accountants of Nica-
ragua, the executing agency of the grant. It will also
help raise the level of professional competency among
public accountants by reviewing and upgrading the
university curriculum in accountancy, developing a
graduate program in auditing, and establishing a self-
financing program of continuing education.

PANAMA

IN 1999, THE BANK APPROVED TWO LOANS TO PANAMA.
ON A CUMULATIVE BASIS, THE BANK HAS MADE 108
LOANS TOTALING $2,020 MILLION AND DISBURSEMENTS
HAVE TOTALED $1,300 MILLION.

Poverty Alleviation and Community Development
($48.8 million loan from the OC)

Steady improvements in a number of social indica-
tors in Panama—including adult literacy, life expect-
ancy and infant mortality—are due in part to the fact
that the country has one of the highest levels of social
spending (21 percent of GDP) in the region. How-
ever, the benefits of those expenditures have not al-
ways been equitably dist