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Foreword

During the Hemispheric Summit that took place in Quebec, Canada, in April
2001, the Inter-American Development Bank (IDB) presented a set of 22
strategic programs intended to contribute to meeting the mandates that stem
from the Summits of the Americas and the commitments that are part of the

Plan of Action adopted in Quebec.

Since then, the IDB has carried out intensive and complex financial and technical
activities in the context of those 22 strategic programs. The programs fall into
five areas that summarize the mandates adopted by the Heads of State and
Government of the Americas; namely, democratic governance and political
development; integration and economic development; ecology and sustainable
development; equity and human development; and connectivity and

technological development.

On the occasion of the Special Summit in Monterrey, Mexico, (January 2004),
we have taken a moment to examine how far we have come on the road to
achieving the programs that were presented during the Quebec Summit. We are
pleased to present this document, which provides information on the progress
made, to the Heads of State and Government of the Americas and to the citizens

of our countries.

Enrique V. Iglesias
President

Inter-American Development Bank






Introduction

At the Quebec Summit of 2001, the Inter-American Development Bank (IDB) presented a
set of strategic programs in the areas of democratic governance, integration and economic
development, environment and sustainable development, social development and equity,
and connectivity and technological development. Since then, the IDB, in cooperation with
its member countries and other institutions and international organizations, has
developed a wide range of activities supporting those strategic programs that coincide
with the priorities adopted by the Heads of State in the Quebec Declaration and Plan of
Action.

This report lists the activities and programs executed since 2001 as a follow-up to the
commitments entered into in Quebec. These programs and activities permeate all Bank
actions. Additionally, during these last three years the Bank has prepared a set of new
strategies—sustainable economic growth, poverty reduction and promotion of social
equity, modernization of the state, social development, competitiveness, integration and
environment—which, in their objectives and fields of action, are consistent with the
mandates established by the heads of state and government at the Summit of the
Americas.

Public Governance and Political Development

In order to fulfill the Plan of Action mandates that fall into the areas of “Making Democracy
Work Better” and “Justice, Rule of Law and Security of the Individual,’ the Bank has supported
five strategic programs: the Program to Support Democratic Governance, the Global Legal
Information Network, the Program to Train Young Democratic Leaders, the Program for the
Prevention of Violence and the Program to Support the Justice Studies Center of the
Americas. The Bank has also approved several loans and technical cooperation operations for
projects that address: the Modernization of the Public Sector; Strengthening the
Administration of Justice; Enhancing Trade Policy; Promoting Social Peace and Citizen
Security; and support for processes of decentralization. Many activities have been initiated in
the areas of prevention of money laundering, electoral and political reform, and the
promotion of democratic leadership skills for women, youth and traditionally excluded
groups.

Additionally, the IDB organized meetings with regional nongovernmental organizations
(NGOs) in Macei6, Brazil, and in Lima, Peru to promote the participation of civil society in
development issues. The Bank published the book Democracies in Development: Politics and
Reform in Latin America, a comprehensive review and analysis of the region’s democratic
institutions. In conjunction with the Organization of American States (OAS), the Bank
participated in the Inter-American Forum of Political Parties, both at its annual meeting and
at the Consultative Council. More detailed activities are described in section | of this report.

Integration and Economic Development
Under the heading of “Trade, Investment and Financial Stability” the Bank has provided

support for activities to further the regional integration process, with particular attention
paid to trade and financial issues. Three strategic programs have been implemented to back



the mandates: the Program to Support Trade and Integration, the Regional Infrastructure
Program and the Program to Promote the Implementation of International Standards for
Financial Markets.

In the context of the Tripartite Committee, the IDB, in coordination with the OAS and the
Economic Commission for Latin America and the Caribbean (ECLAC), has provided
support for the Free Trade Area of the Americas (FTAA) negotiation process. The FTAA
Administrative Secretariat also received assistance through a regional technical cooperation
project.

The Bank continued backing major integration initiatives. It supports the South American
Regional Infrastructure Initiative (IIRSA) through the technical working groups that meet to
identify priorities in investment projects. A Bank-sponsored high-level meeting held in
Brazil in 2002 set forth plans to integrate the physical infrastructure of South America in the
transportation, energy and communications sectors. Additionally, the IDB has been actively
involved in supporting the Puebla-Panama Plan (PPP), from the conceptualization of the
programmatic content to the definition of the priority areas to be addressed. The Bank
serves as the Chair of the PPP’s Technical Advisory Group. In this capacity, it has supported
national and regional authorities in the development of projects to promote integration in
the region, specifically in electrical energy markets and major highway transport. Detailed
activities are described in section Il of this report.

Ecology and Sustainable Development

In the areas of “Disaster Management, Environmental Foundation for Sustainable
Development” the Bank has supported two strategic programs: the Program to Address
Natural Disasters and the Program for the Sustainable Development of the Meso-
American Biological Corridor. In this context, the Bank is working with countries in the
region to incorporate environmental sustainability into their development agendas,
providing financial support to improve their capacity to manage environmental and
natural resources, and integrating environmental considerations into programs, policies
and strategies. Activities include operations to support environmental governance as an
instrument for sustainable growth and assistance to support the sustainable development
of renewable resources.

The IDB also provides support for the prevention and mitigation of natural disasters as well
as emergency and reconstruction assistance following disasters. Activities in this area
include the hosting of annual Regional Policy Dialogue Meetings on Natural Disaster
Management; approval of several emergency operations to reconstruct damaged
communities and infrastructure affected by natural disasters; seminars on how to reduce
the impact of natural disasters and a three-country study on the practical application of
financial instruments for natural disasters. In addition, two operations were approved for
financing through a special IDB financial instrument, the Sector Facility for Disaster
Prevention. More detailed activities are described in section Ill of this report.

Equity and Human Development

A substantial part of the Bank’s lending and nonlending activities and services fall under the
“Equity” heading. The Bank is implementing eight strategic programs to address these issues,



including the Program for Comprehensive Poverty Reduction Strategies. In particular, the Bank
has devoted significant human resources and technical cooperation to assist in the development
of national poverty reduction strategies and to organize dialogues with the governments and
representatives of civil society to build a consensus around the urgency of comprehensive
measures and plans to promote social equity.

Additional assistance is being provided to groups that have been excluded from the process of
economic and social progress, in particular, women and senior citizens, the handicapped, and
racial and ethnic minorities. Increasing emphasis has been placed on investments in education,
health and nutrition as a means to promote the development of human potential. In particular,
great emphasis is placed on the universalization, quality and appropriateness of education, and in
programs geared to young people. Likewise, priority has been given to the topics of health,
including the prevention and treatment of diseases and pandemics such as HIV/AIDS. The Bank
has also provided support for activities in other areas that affect human well-being, such as
housing, community services, and employment, labor training and the promotion of culture.
More detailed activities are described in section IV of this report.

Connectivity and Technological Development

The Bank is supporting four strategic programs that address “Infrastructure and
Regulatory Environment, Connectivity, and Education”” Particular attention is being paid
to strengthening the capacity of governments to develop legal and regulatory frameworks
to promote connectivity; establishing telecenters for rural connectivity; enhancing the
application of information and communication technologies in higher education; and
improving access to information technology for youth and other marginalized groups.

New information technologies are transforming societies and generating new
opportunities for progress while at the same time creating enormous challenges. Market
globalization, the rapidly increasing speed with which decisions are made and put into
action, and the almost constant reorganization of knowledge networks, are fostering
unprecedented social and economic changes. To meet these challenges, the Bank has
provided institutional, economic and social development assistance to its member
countries to support the new technological approaches and needs. More detailed
activities are described in section V of this report.

In summary, the Bank has strengthened efforts in Latin America and the Caribbean to
advance the implementation of the Action Plan in the areas of democratic governance,
prosperity creation, respect for the ecology and for environmental heritage, and
improvements in living standards and social inclusion in the region. In this way, the Bank is
moving forward in supporting the Summit mandates through its Action Plan and the
twenty-two strategic programs announced in Quebec.






I. Democratic Governance and Political Development

Since the early 1990s, the Bank has emphasized the importance of the relationship
between democratic institutions and development. In particular, it has stressed the
importance of democratic governance in achieving sustainable development, which
requires political and legal stability and public policies that respond to the interests of all
citizens. As a result of the mandates established by the Bank’s Eighth General Increase in
Resources in 1994, the institution has been developing a broad lending and technical
cooperation program to help the region’s countries consolidate their democratic systems.
The Bank also has carried out activities to foster consensus around critical issues of
democratic governance. The new Strategy for the Modernization of the State emphasizes
this relationship between democratic governance and development and, based on the
lessons learned, establishes program guidelines and operational criteria that will
strengthen the action of the Bank in this field.

Summit Mandate: Making Democracy Work Better

Electoral Processes and Procedures

Continue to enhance electoral mechanisms, using information and communications technologies where possible, to
effectively guarantee the impartiality, promptness and independent action of agencies, tribunals or other bodies
responsible for the conduct, supervision and verification of elections at national and sub-national levels, and strengthen
and facilitate, with the support of the Organization of American States (OAS) and other regional and international
organizations, hemispheric cooperation and exchange of legislative and technological experiences in these areas, and the
deployment of election observers when so requested.

Bank-supported Activities

« The Seminar on Electoral Reform and Sustainable Democracy took place in Lima on
November 27-30, 2001 under the auspices of the IDB. Discussions focused on reforming
the region’s electoral systems.

A second edition of the English version of the book Democracies in Development: Politics
and Reform in Latin America, was published in 2003. The Spanish version was published
in June 2003 under the title La politica importa: democracia y desarrollo en América Latina.
The book, which was a joint project of the IDB and the International Institute for
Democracy and Electoral Assistance, was widely advertised throughout Latin America
and Spain.

The Bank supported the creation and participated in the First Inter-American Political
Parties Forum (FIAPP), which took place in Miami in December 2001, and was also pres-
ent in subsequent meetings in Vancouver, Canada in December 2002 and Cartagena de
Indias, Colombia in November 2003. These forums examined democratic strengthening
through the promotion of party plurality, increased political participation, and improve-
ment of the transparency and accountability of political parties.



« The Bank also joined the Consultative Council of the Inter-American Political Parties
Forum (FIAPP) chaired by the Organization of American States (OAS).

+ In November 2002, the Bank participated in the Conference on the Inter-American
Democratic Charter organized by the University of British Columbia in Vancouver, Canada.

« The Bank, the OAS and IDEA undertook a study of the political party systems of the
countries of Central America . Two technical workshops were held as part of this study,
one in San Pedro Sula, Honduras, in June 2003 and another in La Antigua, Guatemala, in
September 2003. A regional conference, to be held in February 2004 in San Pedro Sula,
will include the participation of Central American political leaders.

« The Bank's new strategy for modernization of the State, which was endorsed by the
Bank’s Board of Executive Directors in July 2003, states that the Bank could implement
financial and technical activities to help countries strengthen their electoral and political
party systems.

+ The Bank and the OAS Unit for the Promotion of Democracy (UPD) agreed that half of
the Bank funds allocated to the UPD’s Democratic Leader Training Program will be
devoted exclusively to activities involving young party leaders within the framework of
the Inter-American Political Parties Forum (FIAPP).

« Studies about the current situation in Colombia, Haiti, Honduras and Nicaragua dealt
specifically with institutional issues in those countries. In addition, macroeconomic
policy dialogues in Belize, Ecuador and Paraguay also addressed institutional issues.

- Bank studies of the situation in Argentina, Guatemala and Paraguay specifically
addressed the issue of governance.

+ The Bank established an Award for Innovation in Government in Latin America and the
Caribbean.

« The Bank organized a seminar on the role of Latin American and Caribbean women in
high-level government administration, which took place on September 15, 2003, and
published a technical paper on the issue.

Transparency and Good Governance

Promote cooperation among national agencies in the Hemisphere charged with the development and maintenance of
procedures and practices for the preparation, presentation, auditing and oversight of public accounts, with technical
assistance where appropriate from multilateral organizations and multilateral development banks (MDBs), and support
exchanges of information on oversight activities related to the collection, allocation, and expenditure of public funds.

Encourage cooperation and exchange of experiences and parliamentary best practices between national legislators of the
Hemisphere, while respecting the separation and balance of powers, through bilateral, subregional, and hemispheric
vehicles such as the Inter-Parliamentary Forum of the Americas (FIPA).




Create and implement programs with technical and financial support , where appropriate, from multilateral
organizations and MDBs, to facilitate public participation and transparency, using information and communications
technologies, where applicable, in decision-making processes and in the delivery of government services, and to publish
information within time limits established by national legislation at all levels of government.

Bank-supported Activities

« A project to improve fiscal transparency through the implementation of international
accounting standards was approved on May 31, 2001. The project was executed as
planned and an external evaluation was received in September 2003.

The Bank provided financial support for the meeting of the Inter-Parliamentary Forum
of the Americas (FIPA), held in Queretaro, Mexico, in August 2001.

Approval of two US$400 million loans to Colombia to support the fiscal viability of local
and interim government administrations and social sector reforms.

Approval of a US$250 million loan to Peru to support needed reforms to improve social,
fiscal and judicial transparency and accountability.

The Bank organized an international seminar on government e-procurement for Latin
America and the Caribbean that was held in February 2002.

The Bank approved funding for a Regional Policy Dialogue for public policy
management and transparency. Discussions centered on civil service reform. A network
of public authorities was created and meetings were held during the last three years to
share experiences in the design and implementation of civil service reform policies and
the promotion of transparency in public policy. An external evaluation of the Dialogue
took place in 2003 prior to its refinancing.

Bank Management proposed to the Board of Executive Directors a change to the policy
regarding public information, in order to increase transparency.

+ The Bank undertook a study of transparency in the budgetary process in Paraguay.

Fight Against Corruption

Consider signing and ratifying, ratifying, or acceding to, as soon as possible and as the case may be, the Inter-American
Convention Against Corruption, in accordance with their respective legal frameworks, and promote effective
implementation of the Convention by means of, inter alia, the Inter-American Program for Cooperation in the Fight
Against Corruption and associated technical cooperation programs and activities, including those of relevant
multilateral organizations and MDBs, in the area of good governance and in the fight against corruption, as well as
programs which each country designs and implements in accordance with national laws, by its own appropriate bodies
that may require assistance.




Strengthen, in cooperation with multilateral organizations and MDBs, where appropriate, the participation of civil
society in the fight against corruption, by means of initiatives that promote the organization, training and linkage of
citizens groups in the context of concrete projects which promote transparency and accountability in governance.

Bank-supported Activities

+ The Bank provided financing for a meeting of the Group of Experts of the 2001 Inter-
American Convention Against Corruption, which approved the mechanism for
monitoring compliance with the Convention.

A regional technical cooperation funded the participation of panelists and preparation
of documents for the workshops on corruption in the health sector that were held at the
2001 and 2003 International Conferences on Corruption.

In January 2003, the IDB undertook an analysis of the potential for including
components to reduce corruption in Bank operations and published the results
(Initiatives for Increasing Transparency and Preventing Corruption). A number of proposals
included in the report were incorporated into Bank operations in 2003.

Several loans and technical cooperations financed by the Bank and by the Multilateral
Investment Fund (MIF) include components whose purpose is to minimize
opportunities for corruption through strategies to enhance transparency and
information regarding governance and public accountability.

In 2001, the Bank’s Board of Directors approved an institutional framework to address
corruption. In order to implement that framework, it also created an Oversight
Committee on Fraud and Corruption within the Bank. The Committee will investigate
reports of fraud and corruption by staff of the Bank and the Inter-American Investment
Corporation or in the activities of the two institutions.

In 2003, the Bank created the Office of Institutional Integrity to investigate allegations of
fraud and corruption, breaches of the Bank’s code of ethics and of its rules regarding
respect in the workplace. This Office acts as the secretariat for the Ethics Committee and
the Committee on Fraud and Corruption.

Empowering Local Governments

Support for the OAS Program of Cooperation and Decentralization in Local Government, including, with the support of
the IDB, the development of programs and the effective inclusion of citizens in decision-making processes.

Bank-supported Activities

+ The most important Bank activity in support of municipal and provincial governments
is direct development loans. A large number of development projects are currently in



preparation in the areas of infrastructure, strengthening municipal management,
revitalizing urban centers, alleviating poverty and providing support for decentralization
processes. The following operations were approved in 2003: (1) Municipal Development
and Management Program in Uruguay; (2) Urban Revitalization and Poverty Reduction
in Coldn, Panama; (3) Sdo Paulo Downtown Renewal Program in Brazil; (4) Poverty
Reduction and Local Development Program in Honduras; (5) Program for Municipal
Development and Support to Decentralization in Panama; (6) Program to Address
Urban Poverty and Social Evaluation in Mexico; and (7) Program to Strengthen the
Decentralization Process in Peru.

A large number of technical cooperation operations for local governments were also
executed in 2003. These operations finance institutional development in priority areas
dealing with local administration. The two most noteworthy operations were (1) a
program to design methodologies and provide training for the preparation of municipal
development projects in Nicaragua and (2) a program to strengthen municipal tax
systems in Guatemala.

Two best practices studies published in 2003 dealt with local development and
administration issues. One of the studies, Presupuesto participativo, analyzed the
experience of Brazil and other countries in promoting citizen participation in budgetary
decision-making. The other study centered on the experience of Bolivia and dealt with
the relationship between social investment funds and local governments (La
convergencia de los fondos de inversion social y de crédito municipal: el caso de Bolivia).

The Bank's subnational development strategy has been widely implemented in the
region since the first semester of 2002.

Two important events were held to disseminate the Bank’s subnational development
strategy. The first was an international seminar on the globalization and competitiveness
of urban centers, which was held during the Bank’s Annual Meeting in Milan (Global and
Local: Confronting the Challenges of Regional Development in Latin America and the
Caribbean). The second event was a seminar that dealt with the administration of
metropolitan areas and covered topics such as governance, financing, the environment
and transportation in large urban areas and various forms of public organization to
address these issues.

Bank representatives participated in a meeting on decentralization held in La Paz, Bolivia
in June 2001.

A regional technical cooperation for US$150,000 was approved in November 2001 to
strengthen the decentralization process in Central America.

+ On September 5,2001, the Bank approved a US$14.7 million loan for decentralization in
Suriname.



Strengthening Human Rights Systems

Create and strengthen national human rights action plans, in accordance with the mandate of the 1993 Vienna Declaration
and Programme of Action, and foster independent national human rights institutions by seeking, where appropriate,
technical and financial support from multilateral organizations, MDBs, and specialized multilateral agencies.

Bank-supported Activities

+ In January 2002 the Bank and the American University co-published, in English and
Spanish, a manual on human rights titled The International Dimensions of Human Rights:
A Guide for Application in Domestic Law.

« The technical cooperation operation Program for Access to Justice and Protection of
Indigenous Communities’ Human Rights was approved to benefit the Inter-American
Institute for Human Rights (IHR).

IDB Strategic Programs

Program for the Support of Democratic Governance

The program includes national and regional actions to promote institutional and
democratic development. The IDB proposes to reinforce its financial and technical
activities in this field, and will continue to foster dialogues to identify lines for institutional
and political reform. In particular, the Bank will support activities to modernize public
administration systems; promote judicial reform; increase the institutional and technical
capacity of legislative bodies; strengthen electoral institutions and the regulations for
political parties; improve the management capacities of local governments; strengthen
agencies for oversight, regulation, and control; and, develop a democratic culture and
increase citizen participation in the formulation of public policy.

Loans

In the field of democratic governance, 44 loans have been approved since 2001 for a
total of US$2.8 billion. Among these, ten were in the area of public sector
modernization and reform, for a total of US$270 million (one in Bolivia, one in Brazil,
one in the Dominican Republic, one in Guatemala, three in Nicaragua, one in
Suriname, and two in Uruguay). Six were in the area of justice reform for a total of
US$162.1 million (one in Barbados, one in Colombia, one in Costa Rica, one in
Honduras, one in Nicaragua, and one in Venezuela). A loan for US$7 million was
approved for legislative modernization in Peru; one for US$4 million in the area of
strengthening civil society in Honduras; ten in the area of fiscal reform for a total of
US$1.4 billion (two in Argentina, three in Bolivia, one in Guatemala, one in Mexico,
one in Brazil and two in Peru). The rest of the projects in this sector are directed at
State reform in general.
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Technical cooperation

Since 2001, 184 technical cooperation operations have been approved in the
democratic governance sector for a total of US$61.9 million. Of these, three were in
the area of public sector modernization and reform for a total of US$1.5 million (one
in Guyana, one in Nicaragua, and one in Uruguay); three in the area of justice reform
for a total of US$1.5 million (one in Ecuador, one in Guyana, and one to benefit the
whole region); one in the area of legislative reform for US$110,000 (in Bolivia), nine in
the area of strengthening civil society for a total of US$2.5 million (one in Chile, one in
Colombia, one in Guatemala, one in Paraguay, one in the Dominican Republic, three
in Honduras, and one designed to benefit the whole region); and sixteen in the area of
fiscal reform for a total of US$11.5 million. The rest of the projects in this sector are
directed at State reform in general.

The Global Legislative Information Network (GLIN)

The Bank, through the Information Technology for Development Division of the
Sustainable Development Department (SDS/ICT), is actively implementing the subre-
gional phases of the Global Legislative Information Network (GLIN). With technical
cooperation funds, Network stations were established in all Central American countries,
and a similar technical cooperation was approved in 2003 to connect the centers for par-
liamentary support in the English-speaking Caribbean.

The Central America-GLIN initiative has made substantial progress. It has financed
information structures (GLIN stations) in each of the six Spanish-speaking Central
American countries, and provided training to lawmakers selected by these countries.
Training took place in Panama and Nicaragua. The GLIN station methodology was also
taught to GLIN station representatives in Guatemala, El Salvador, Honduras, Nicaragua,
Costa Rica, and Panama, thus concluding the start-up phase of this project.

The first Follow-up and Evaluation Session was held in May 2003 in San José, Costa Rica,
with the participation of GLIN-Central America station members (directors, legal analysts,
and technology specialists). Representatives from the Forum of Presidents of the
Legislative Branches of Central America (FOPREL) also participated in this session in order
to strengthen the Central American Network of Presidents of Legislative Branches.

Program to Train Young Democratic Leaders

« National training courses for Training Young Democratic Leaders (Capacitacion para
Lideres Democrdticos — CALIDEM) is a joint program of the Inter-American
Development Bank and the OAS Unit for the Promotion of Democracy. Between
June and December 2003, CALIDEM organized training programs in Chile, Ecuador,
Honduras, Nicaragua, Panama, Paraguay and Peru.

- Training was provided to a group of 250 young leaders between the ages of 18 and
30. The group, which included a similar number of men and women, was made up
of persons affiliated with various political parties, nongovernmental organizations,
academia, and the media.
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- Approximately 80 Latin American democracy experts taught the ten thematic
modules that make up the CALIDEM training course. The topics included:
democratic values and practices, human rights, the functioning of democratic
institutions, the role of political actors, political administration, negotiation and
conflict resolution, and the design of political and social inclusion projects.

« Eight national and international networks of young democratic leaders have been

formed as a result of these training courses. These are expected to become agents
of positive change and help disseminate and increase knowledge and training.

Summit Mandate: Justice, Rule of Law and Security of the Individual

Access to Justice

Promote cooperation in order to exchange experiences in matters of alternative dispute resolution mechanisms to
expedite the administration of justice, including among indigenous peoples, for which they may request the support as
appropriate of the OAS, the IDB and other entities.

Bank-supported Activities

« A loan for US$22.4 million was approved to support reforms in the administration of
justice in Costa Rica.

« A loan for US$27.9 million to promote social peace in El Salvador was approved in
February 2002.

« A regional technical cooperation was approved for Panama (Alternative Conflict
Resolution Methods: Contributions to the Research), which will review the legal and
organizational framework of the Procuraduria de la Administracion and its ability to
oversee public employees and resolve administrative conflicts.

Hemispheric Meetings of Ministers of Justice

Develop an exchange of best practices and recommendations, through the Meetings of Ministers of Justice and other
appropriate mechanisms, seeking the technical and financial support of other multilateral organizations and MDBs
where appropriate, that are consistent with international human rights standards, to reduce the number of pretrial
detainees, institute alternative forms of sentencing for minor crimes and improve prison conditions throughout the
Hemisphere.

Bank-supported Activities

- Bank representatives participated in a meeting of Ministers of Justice held in Trinidad and
Tobago in March 2002.
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« The third Conference on Justice and Development was held in Ecuador in July 2003,
under the auspices of the Supreme Court and Government of Ecuador.

Transnational Organized Crime

Implement collective strategies, including those that emerge from the Meetings of Ministers of Justice of the Americas, to
enhance the institutional ability of states to exchange information and evidence by concluding international agreements
on mutual legal assistance where necessary, develop and circulate national reports, and strengthen cooperation, seeking
the technical and financial support of multilateral organizations and MDBs where appropriate, in order to jointly combat
emerging forms of transnational criminal activity, including trafficking in persons and the laundering of the proceeds and
assets of crime and cyber-crime.

Bank-supported Activities

« AUS$241,500 technical cooperation was approved in June 2001 to improve the capacity
of the judicial systems of seven South American countries to prosecute and penalize
money laundering activities. The project was executed as planned and the external
evaluation was presented in October 2003.

An electronic training course for the prevention of money laundering is being developed
with the OAS. The course will be available in English, Spanish, and Portuguese.

The following projects are underway: “Support for the Development of Financial
Intelligence Units in South America,” which benefits eight countries; “Training for Mutual
Evaluations for the Financial Action Group for South America;” and the “Program for
Training and Control of Asset Laundering,” which benefits four countries in Central
America and the Caribbean.

Violence Prevention

Encourage national institutions to work together and coordinate with all appropriate multilateral organizations and
MDBs in order to implement integrated programs that include initiatives for conflict resolution, where appropriate, for
sustained prevention, permanent attention, public education and treatment relevant to cases of violence against persons,
families and communities, strengthening national institutional capacities in these areas.

Bank-supported Activities

« The Bank approved a US$20 million loan to Honduras to support the Program for
Citizen Peace and Coexistence in 17 municipalities of the Sula Valley, a region with high
rates of crime and violence. The project aims to reduce juvenile delinquency and
violence through comprehensive actions involving prevention, the strengthening of the
institutions responsible for security, activities to rehabilitate youths involved in gangs,
and actions against domestic violence.
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- Two technical cooperations for US$15,000 each were approved to support the
implementation and/or design of plans to combat domestic violence in Nicaragua and
Panama.

Three technical cooperations were approved to support research and project design for
peaceful coexistence in Honduras, Nicaragua, and Guatemala.

The Bank is now designing Programs for Citizen Security in Chile, Peru, Guyana, Jamaica,
Guatemala, and Nicaragua.

A seminar was held to analyze practices for preventing violence at the municipal level
and to get input for the design of a distance learning course for the prevention of
violence at the local level. The seminar was a joint undertaking of the IDB and the World
Bank.

The Bank published the book Calles mds seguras, a compilation of lessons from
community policing programs in Guatemala, Brazil and Colombia.

A regional workshop was held in December 2003 to evaluate the progress made in
national and local violence prevention programs and the challenges still ahead.

Strengthening Participation in Hemispheric and National Processes

Develop strategies at the national level and through the OAS, other multilateral organizations and MDBs to increase the
capacity of civil society to participate more fully in the Inter-American system, as well as in the political, economic and
social development of their communities and countries, fostering representativeness and facilitating the participation of
all sectors of society; and increase the institutional capacity of governments to receive, absorb and act on civil society
input and advocacy, particularly through the use of information and communications technologies.

Bank-supported Activities

« The Bank held a consultative meeting with regional civil society organizations in Maceio,
Brazil in December 2001.

« A seminar on social dialogue for the effective inclusion of citizens in national decision-
making processes was held during the Bank’s Annual Meeting in March 2002 in
Fortaleza, Brazil.

« Seminars on the Initiative for Regional Infrastructure Integration in South America
(IIRSA) and other topics related to physical integration (including the Puebla-Panama
Plan) took place during the Bank's Annual Meeting in Fortaleza in March 2002. The
seminars were held in collaboration with various different governmental and
nongovernmental organizations.
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The Bank organized a consultative meeting with civil society organizations on Bank
projects, policies and procedures. The meeting, which was held in Lima, Peru, in January
2003 included the active participation of delegates from Latin America and the Caribbean.

The Bank finances regional activities to disseminate information about the Free Trade
Agreement of the Americas (FTAA) to promote an increase in civil society participation
in the process. To this end, the Bank provided financial support to carry out meetings of
the Consultative Group on the Participation of Civil Society in the FTAA, which were
held in Sao Paulo, Brazil and Santiago, Chile, in July and September 2003, respectively.
Civil society representatives participated in these meetings.

The Bank provided financial support for a consultation process developed by
PARTICIPA, an NGO from Chile, in order to seek advice from civil society organizations
for the development of a strategy for citizen participation.

The strategic framework to promote citizen participation in Bank activities has been
presented to the Board of Executive Directors for consideration. The document is based
on successful experiences to establish more systematic, transparent and efficient
practices. The objective of the strategic framework is to act as a guide for the Bank as it
provides support to governments, institutions and the citizens of the region to increase
their participation and deepen the relationship between democratic governance and
socioeconomic development.

The Bank convened meetings with civil society advisory groups at the national level.

The Bank offered training courses for Bank staff and civil society leaders at the national
and regional levels.

A book on dialogue processes in the Environmental Councils of Brazil was published.

The Institute for the Integration of Latin America and the Caribbean (INTAL), in
collaboration with the World Trade Organization, held several training seminars for the
private sector, civil society, academics, and labor union activists in order to report on the
multiple implications and opportunities implicit in the opening up of trade at the
hemispheric and multilateral levels.

The Bank approved a technical cooperation for Follow-up by Civil Society to the
Implementation of the Quebec Summit of the Americas Action Plan.

In-depth consultations with regional civil society organizations were carried out to
obtain their comments on the Bank’s seven new strategies, which were endorsed by the
Bank’s Board of Executive Directors in July 2003. The strategies cover sustainable
economic growth, poverty reduction and the promotion of social equity, modernization
of the state, social development, competitiveness, regional integration and environment.

Work is underway to develop a dialogue component for a public sector reform loan to

Trinidad and Tobago. The Bank is also providing assistance to Paraguay’s new
administration to reach a consensus on economic and social reform.
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IDB Strategic Programs

Program for Violence Prevention

The Bank works in cooperation with the Inter-American Coalition for the Prevention of
Violence to implement the Violence Prevention Program, which will provide financing and
technical assistance for activities in violence prevention and reduction. The Bank is also
collaborating actively with the governments of the region in the design and funding of
innovative operations to reduce social and domestic violence.

« The Bank provided financing for a workshop on community policing whose proceedings
were published in 2003 (Calles mds seguras).

« Preliminary approval has been granted for a technical cooperation to identify best
practices in the prevention of school violence

Program to Support the
Justice Studies Center of the Americas

The Justice Studies Center of the Americas is the first institution created to undertake
studies and provide training to improve justice reform processes and the results achieved.
The Center was created by the OAS General Assembly in order to meet the mandates of
the Second Summit of the Americas. The Bank provided support for the Center through a
technical cooperation operation (Generating Justice Sector Statistics and Indicators). The
information gathered through this statistics project will assist the countries of the region
to better measure the progress made in the field of justice. It will also assist the Bank in
designing judicial reform projects.
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Il. Integration and Economic Development

Over the last three years, the IDB has intensified its financial and technical support to
processes of subregional, regional, and hemispheric integration. The Bank has supported
the negotiation process for the Free Trade Area of the Americas (FTAA), funding the
activities of the administrative secretariat of the FTAA and providing technical support for
the work of FTAA entities. The IDB has also provided technical support to subregional
integration efforts, including the Andean Community, the Caribbean Community
(CARICOM), the Central American Common Market, and the Common Market of the
Southern Cone (MERCOSUR), and it has supported the countries of Central America in
the negotiations for their Free Trade Agreement with the United States. The Bank has given
financial and technical assistance to strengthen commercial institutions, improve customs
administration in the region, and facilitate the adoption of the Agreements of the World
Trade Organization (WTO). The Bank has also adopted new instruments for providing
financial support to countries’ negotiation processes, including assuming free trade
commitments and transitioning toward more open economies. In addition to providing
technical and financial assistance, the Bank has backed the development of physical
infrastructure related to the integration process at national and regional levels. Particularly
noteworthy is Bank support for the Puebla-Panama Plan (PPP) and the South American
Regional Infrastructure Integration initiative (IIRSA). The Bank’s new Regional Integration
Strategy, which was endorsed by the Board of Directors in July 2003, will provide
conceptual and operational instruments to strengthen work in this field.

In the financial area, the IDB supported efforts to reduce financial vulnerability through
actions to consolidate financial systems and their institutions and the development of
mechanisms for the adoption of standards for financial regulation and oversight.

Summit Mandate:
Trade, Investment and Financial Stability

Trade and Investment

Instruct our representatives in the institutions of the Tripartite Committee to continue securing the allocation of the
resources necessary to contribute to the support of the work of the FTAA Administrative Secretariat.

Urge the Tripartite Committee institutions to continue to respond positively to requests for technical support from FTAA
entities; and request the institutions, according to their respective internal procedures, to favorably consider requests for
technical assistance related to FTAA issues from member countries, in particular from the smaller economies, in order to
facilitate their integration into the FTAA process.

Bank-supported Activities
« The Bank published the 2002 Report on Social and Economic Progress titled Beyond

Borders: The New Regionalism in Latin America that, among other topics, analyzes the
impact of the FTAA using a general equilibrium model.
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+ Five loans were approved for Guatemala, Trinidad y Tobago, Nicaragua, Bolivia, and Peru
to strengthen the capacity of the trade institutions in those countries. Two similar loans
for the Dominican Republic and Ecuador are now in preparation.

The Bank organized presentations and discussions of the Free Trade Agreement between
the United States and Chile, as well as discussion groups to analyze the liberalization of
agricultural trade within the framework of the FTAA, the WTO, and other agreements.

The Bank financed a seminar for the Ministers of Finance of the Andean countries to
discuss the fiscal effects of free trade.

A fifth meeting of Vice-Ministers of Trade was financed as part of the Regional Policy
Dialogue. Participants discussed the progress made in terms of the Doha Development
Agenda of the World Trade Organization and the implications for the FTAA, trade
negotiations, and civil society.

The Bank carried out many other activities related to trade and integration in the areas
of institutional strengthening, policy research, and support to regional initiatives,
seminars, and training workshops.

A new loan program for integration, trade, and competitiveness is being prepared in
order to support the process of transition to free trade. This new instrument has
multisectoral components to support the adjustment process resulting from trade
liberalization in a socially sustainable manner. The first loan under this new program
went to Costa Rica.

Economy and Financial Stability

Instruct our Finance Ministers to continue to explore ways to ensure that international financial institutions, regional
development banks, and other international organizations take adequate account of Summit initiatives in their lending
policies and technical assistance programs for the Hemisphere.

Bank-supported Activities
- IDB support to Summit initiatives are mentioned throughout this report.

+ The Multilateral Investment Fund (MIF) approved a project to promote the exchange of
best practices in development banking. The program includes seven seminars
workshops for officials from Latin American and Caribbean development banks to
discuss cases from outside the region. The seminars/workshops will be coordinated by
the Latin American Association of Financial Institutions for Development (ALIDE), which
will also act as the executive body for the program.
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Corporate Social Responsibility

Convene a meeting as early as feasible in 2002 with the support of the OAS, the IDB and other relevant inter-American
organizations involving representatives from governments, civil society, including mainly the business community, to
deepen dialogue on corporate social responsibility in the Hemisphere, raise awareness of key issues to be determined and
discuss ways to promote the development, adoption and implementation by the business community of principles of
good conduct that will advance corporate social and environmental responsibility.

Bank-supported Activities

Two conferences on corporate social responsibility were held to discuss the results of
best practice studies and formulate recommendations.

The Quebec Summit mandate only stipulates that a meeting on corporate social
responsibility should be held. However, given the success of the first conference held in
Miami in September 2002, the Bank decided to also hold a second regional conference
on the topic (Corporate Social Responsibility as a Tool for Competitiveness), which took
place in Panama in October 2003. This conference built on the success of the 2002
meeting. Private sector representatives from five countries expressed their interest in
hosting future events of this kind. The next conference is planned for September 2004
and will be held in Mexico.

The Multilateral Investment Fund is financing a project to promote socially responsible
market opportunities in Brazil. The objective of the project is to enhance the
competitiveness of small and micro producers in rural areas by increasing their
productivity and expanding their access to national and international markets, especially
those subject to fair trade standards or those marketing organic products.

The IDB and the MIF approved the first corporate social responsibility projects in 2003.
The IDB approved a US$650,000 technical cooperation facility in El Salvador to support
and encourage large and medium businesses to channel financial and technological
contributions, knowledge, markets, and opportunities to groups of microentrepreneurs
and small-scale producers that could become potential providers, distributors, or clients
of these firms, or those in the area of influence of these firms. A MIF project for US$1.1
million seeks to strengthen the capacity of those national institutional that provide
support to the development of corporate social responsibility in El Salvador, Peru, Chile,
and Brazil and to strengthen their regional network. This project will also promote
activities related to corporate social responsibility to be undertaken by firms, particularly
small and medium ones.

A workshop on corporate social responsibility was held in Honduras in June 2003 to raise
awareness within the business sector of socially responsible practices that will make it
possible to find a balance between business interests and those of the public. The
workshop was organized by the Bank, the Honduran Council for Private Enterprise
(COHEP), the Honduran Business Council for Sustainable Development (CEHDES), the
GTZ and its PROMYPE program, the World Bank, and the CODESPA Foundation.
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IDB Strategic Programs

« The Bank approved an operation in El Salvador that will lead to the creation of a fund

that will receive contributions from the IDB and the private sector to finance small
productive projects. This falls within the framework of the Business Development
Program (PES) and the concept of corporate social responsibility.

A workshop for social investors was held in Guatemala in September 2003 to increase
the availability of resources for financing microfinance institutions in Latin America and
the Caribbean. The aim was also to gather and share experiences in financing
microfinance institutions. Among the participants were social investors representing
Christian Brothers, Pax World Fund, Progressive Management, among others;
investment funds like Blue Orchard/Dexia Microcredit Fund, Profund, LACIF;
microfinance institutions like FIE (Bolivia), Multicredit Bank (Panama), Financiera Calpia
(El Salvador), among others; and representatives from multilateral and bilateral
organizations.

Program to Support Trade and Integration

The Bank has been providing financial and technical support to the Secretariat for the Free
Trade Area of the Americas (FTAA). It also provided technical assistance to the FTAA

negotiating teams on access to markets, agriculture, public procurement and investment,

among others. The Bank has supported subregional integration initiatives and assisted
countries that are negotiating free trade agreements. It also supports customs
administration through technical advice, training, and equipment.

The Free Trade Area of the Americas Process

+ The Bank’s involvement with the FTAA process has been a groundbreaking
experience for the institution. This broad-based regional initiative has yielded
valuable insights that the Bank has been able to apply to other regional initiatives
such as the South American Regional Infrastructure Integration initiative and the
Puebla-Panama Plan.

In the context of the Tripartite Committee (which also includes the OAS and the
ECLAC), the IDB provides technical support to the FTAA negotiating teams (and
their Chairs) on market access, agriculture, government procurement and
investment, as well as to the Technical Committee on Institutional Affairs, the
Committee on Civil Society, the Consultative Group on Small Economies, the Trade
Negotiations Committee and its Subcommittee on Budgeting and Administration,
and to the meeting of the Ministers in charge of trade in the hemisphere. In the past,
the Bank has also provided financial support for the Presidency of the FTAA.

The Bank grants assistance to the FTAA Administrative Secretariat, financing a
regional technical cooperation as well as providing more direct technical support.
A regional technical cooperation was approved in early 2003 for the phase of the
Secretariat at Puebla, Mexico.
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« The MIF is funding a major regional technical cooperation program to support
implementation of eight measures to facilitate business related to customs
procedures in many countries of the FTAA.

Within the context of the Tripartite Committee, the Bank supports the FTAA'
Hemispheric Cooperation Program.

The Bank finances regional activities to disseminate information about the Free
Trade Agreement of the Americas (FTAA) to promote an increase in civil society
participation in the process. To this end, the Bank provided financial support to
carry out meetings of the Consultative Group on the Participation of Civil Society
in the FTAA, which were held in Sio Paulo, Brazil and Santiago, Chile, in July and
September 2003, respectively. Civil society representatives participated in these
meetings for the first time.

At the request of the countries, the Bank provided support for the organization of
regional technical workshops on the hemispheric database, the analysis of tariff,
and the preparation of tenders for public sector procurement. Together with the
WTO, INTAL, and the Central American Secretariat for Economic Integration
(SIECA), the Bank also began a new round of regional training workshops on the use
and applications of the Toolkit for Negotiators, an instrument designed and
financed by the Bank, together with those three organizations.

The Bank supports negotiations for a Free Trade Agreement between Central
America and the United States by coordinating the technical and financial
assistance efforts of donor countries and organizations.

The Bank organized a meeting of experts in Uruguay to analyze the relevance of the
FTAA and its potential impact on economic development. It also organized two
other conferences with the Colombian private sector to discuss the impact of the
FTAA on that country’s economy.

Together with the Centre d'Etudes Prospectives et d'Informations Internationales
(CEPII), the Bank organized a conference on the implications of the Doha
Development Agenda for Latin America and the Caribbean.

Together with other members of the Tripartite Committee, the Bank prepared a
Dictionary of Trade Terms in English, Spanish, Portuguese, and French for use by civil
society organizations.

The Bank published the book Bridges for Development, which looks into trade and
integration policies and institutions in Latin America and the Caribbean.

In collaboration with the WTO, INTAL held several training seminars geared to the

private sector, civil society, academics, and labor union activists in order to report
on the many implications and opportunities implicit in the process of trade
liberalization at the hemispheric and multilateral level.
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« The Bank approved a technical cooperation to provide comprehensive interactive
training courses to customs officials. This cooperation seeks to improve the
technical capacity of customs personnel and create an international customs forum
for ongoing discussion of related issues.

Through the program for trade and integration research, the Bank is preparing
studies and analyses about issues of relevance to policymakers in the customs
sector in Latin America and the Caribbean.

In the context of the Special Initiative for Trade and Integration, the Bank has
commissioned studies of trade policy options by renowned experts; it has provided
support for studies and the development of methods to evaluate the impact of
liberalization; and it has provided support to public information programs for civil
society in matters of trade and integration.

The Integration and Regional Programs Department, together with INTAL,
continues to produce published material on the topics of trade and integration
through a series of publications, working and occasional papers, documents for
dissemination, and other specific literature. All have the purpose of providing
analysis and information about the many implications of trade negotiations at the
bilateral, subregional, hemispheric, and multilateral levels.

The Integration and Regional Programs Department and INTAL organized a
seminar on integration and financial security networks. The purpose of the seminar
was to analyze interrelationships between the processes of integration and
networks for financial security in order to assess the depth of integration processes
and their relation to progress in harmonizing and centralizing the financial security
networks. Government officials from Latin America and the Caribbean
participated in this seminar.

Regional Infrastructure Program

The Bank has provided support for the plan to integrate the physical infrastructure of
South America, including transport, energy, and telecommunications. It has also
supported the Puebla-Panama Plan, a program for the development of infrastructure,
housing, and microfinance in southern Mexico, Central America and Panama.

South American Regional Infrastructure Integration
Initiative (IIRSA)

The Bank has supported this initiative since its inception in early 2000 by preparing an
initial study that identified current problems and obstacles in regional transport,
energy, and telecommunications, as well as projected future demand. This study was
the basis for the Action Plan approved by the Presidents of [IRSAs 12 member
countries in September 2000. The Action Plan established the integration hubs and
technical processes upon which the initiative is based.

The members of the IIRSA Technical Coordination Committee (TCC) are the IDB, the
Andean Development Corporation (CAF), and the Financial Fund for the
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Development of the River Plate Basin (FONPLATA), as requested by the Presidents.
The TCC Secretariat is based at the Institute for the Integration of Latin America and
the Caribbean (INTAL) in Buenos Aires.

Together with other entities that make up the CCT, the Bank has prepared a number
of sector analyses on regional energy markets; operating systems for air, maritime, and
multimodal transportation; information and communications technologies; and
facilitation of border crossings. The reports are being analyzed by executive technical
groups with the participation of the CCT and representatives from 12 countries. The
goal is to reach a consensus on measures to improve the investment climate for
energy, telecommunications, and transportation projects.

The Bank is also participating and giving active support to the analysis and evaluation
of the portfolio of investment projects identified by the executive technical groups
for the eight core areas for integration and development.

An IIRSA web page (wwwiiirsa.org) has been set up to offer information about the
Initiative to interested parties in the public sector or civil society.

The Bank also hosted seminars on IIRSA and other related topics (including the
Puebla-Panama Plan) at the Bank’s Annual Meeting in Fortaleza in March 2002. The
seminars were held in collaboration with various governmental and nongovernmen-
tal entities from the region. The Bank and other CCT member institutions provided
support for the IV Ministerial Meeting of the Initiative held in Caracas, Venezuela in
July 2003 and the V Ministerial Meeting held in December 2003 in Santiago, Chile.

Lastly, as participant in the CCT, the Bank provided support for the preparation of a
document requested by the governments of the region that aims to formulate a
strategic vision for South American regional infrastructure.

The Puebla-Panama Plan (PPP)

The IDB has been an active supporter of the Puebla-Panama Plan from its inception.
A regional paper prepared by the Bank’s Integration and Regional Programs
Department (INT) in 2000 contributed significantly to the conceptualization of the
programmatic content of the PPP and the definition of eight priority areas (including
sustainable human development, interconnection of roadways and electricity
infrastructure, facilitation of border crossings, disaster prevention and mitigation,
tourism, and telecommunications).

The IDB presides over the PPP Technical Advisory Group (TAG), which also involves
the participation of the Economic Commission for Latin America and the Caribbean
(ECLAC) and the Central American Bank for Economic Integration (CABEI). The Bank
supports national and regional authorities in preparing priority investment projects
for consideration by the IDB or other funding sources and in conducting talks with
representatives of civil society.
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The Bank supports the decision-making process of the Executive Commission by
preparing studies and proposals in coordination with other TAG members. The PPP
web site was developed and is maintained by the IDB (www.iadb.org/ppp).

The Bank's Infrastructure and Financial Markets Division and its Regional Operations
Department 2 are developing projects to promote integration within context of the
Puebla-Panama Plan, specifically in regards to the integration of electricity markets
and roadways.

The Bank promoted the inclusion of an indigenous peoples component in all eight
priority areas of the Puebla-Panama Plan. Major projects approved by the Bank
include: the creation of a training information system, the prevention of HIV/AIDS in
mobile populations, the modernization of customs and border control, the
harmonization of organic sanitation measures, the expansion of electrical service
throughout Central America (SIEPAC), and the improvement of the highways of Meso-
America and the Mayan world (RICAM). More projects of this type are forthcoming,

Western Hemisphere Transportation Initiative (WHTI)

The Bank'’s Infrastructure and Financial Markets Division (SDS/IFM) has provided
support to WHTI activities, in particular its Executive Committee. SDS/IFM and the
Private Sector Department provided support for the May 2003 meeting of Ministers
of Transportation.

Hemispheric Energy Cooperation

Within the framework of hemispheric cooperation, the Bank has approved a project
to explore the commercial potential of the Andean Community in the fossil fuels sec-
tor. This project will produce studies, workshops, and documents for dissemination
in order to provide strategic options for the countries of the Andean Community in
terms of sustainable exploitation in this sector.

The Program to Promote the Implementation of
International Standards in Financial Markets

The IDB has cooperated with other multilateral institutions to adopt and implement
international standards for institutional and market infrastructure and for financial
regulation and supervision. In particular, the Bank has developed a portfolio of activities to
support the implementation of international standards for accounting and auditing,
principles of corporate governance, securities regulation, and banking and insurance
supervision.

« The Bank established a regional forum of policymakers to strengthen financial sector and
financial regulation reform.

« The Bank organized a regional conference on accounting standards and hosted a

meeting with Paraguay’s Indigenous Foundation for Agricultural Development (FIDA) to
promote sound financial practices.
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« The Bank is in the final phase of preparing a book on the implementation of financial
standards in Latin America and the Caribbean.

The first draft of a proposal for US$20.4 million to support implementation of financial
standards has been submitted to the Multilateral Investment Fund for review.

A US$50,000 technical cooperation was approved in early 2002 to support regional
financial dialogues. The program involves policy research and open meetings with
country officials.

Pilot programs to study the implementation of accounting and auditing standards are
being financed by a regional technical cooperation for US$60,000.

The Bank published a manual on the implementation of international accounting
standards in Latin America and the Caribbean in order to increase interest in this topic
and provide guidelines for developing a strategy that would contribute to improving
access to information and financial transparency.

Two working papers on the implementation of international accounting and auditing
standards in El Salvador and Panama were produced in November 2002.

In August 2001 the Bank approved a project to support microfinance institutions in their
approach to financial markets. The project, which was funded by the Multilateral
Investment Fund, led to the creation of a Fund for Risk Evaluation and Classification of
Microfinance Institutions. This initiative is coordinated with the Consultative Group to
Assist the Poor (CGAP) and promotes transparency, good management, and the flow of
resources from the private sector to the microfinance industry. The Fund offers partial
funding to microfinance institutions for contracting classification and evaluation
services. It finances classifications (an analytical report with specific scoring) and
evaluations (an analytical report with no specific scoring) for microfinance entities
performed by prequalified classification/evaluation firms.

The Bank approved a project to support oversight authorities in developing regulations
and oversight practices that would enable and encourage financial institutions to offer
services to microentrepreneurs consistent with generally accepted regulations and
standards.

Principles of Bank Supervision

« In January 2003, the Bank, the Association of Supervisors of Banks of the Americas
(ASBA), and the Latin American Banking Federation (FELABAN) held a seminar to
discuss progress in activities related to the New Basel Capital Accord, as well as the
level of preparation of regulators and regulated entities, and the challenges to
successful implementation of the Accord’s recommendations.

« The Bank published a technical paper on the New Basel Capital Accord in August

2003 that explains the differences between the standard approach and that based
on internal qualifications.
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Principles on Securities Activities

Within the frame of their Agreement of Understanding signed in August 2002, the
Bank and the Inter-American Federation of Securities Firms (FIDES) are focusing their
efforts on various activities, including evaluating the application and development of
international regulation norms, basic principles, standards, transparency, and other
activities geared toward the modernization and strengthening of supervisory bodies
in the region.

Regional Financial Sector Forum
+ The Bank hosted two of the Forum’s meetings, which included the participation of

the region’s foremost policymakers. A third meeting, which focused on corporate
governance, was held in November 2003.

In order to respond to a growing demand for principles and guidance on the
regulation and supervision of microfinance, the Bank published Principles and
Practices of Microfinance Regulation and Supervision. The report is geared to bank
supervision authorities wishing to establish a regulatory and oversight framework
for microfinance, or those who may develop such a framework.

The Bank published Performance Indicators for Microfinance Institutions, a guide with
indicators established by the IDB, the United States Agency for International
Development (USAID), the Consultative Group to Assist the Poor (CGAP),
MicroRate and other agencies. The publication provides systematic information on
the use of financial and institutional indicators in the assessment of risk and debt in
microfinancing institutions.
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l1l. Ecology and Sustainable Development

Bank activity in this field, which includes lending, technical cooperation, and the
dissemination of knowledge, has been broadened greatly. The new Bank strategy on the
environment, which was approved by the Board of Directors in July 2003, provides the
institution better conceptual and operational instruments to strengthen Bank activities in
support of national efforts to improve the environment and promote sustainable natural
resource management. To meet these goals, the Bank has encouraged countries to
incorporate environmental sustainability into their development agendas, by providing
financial support to improve their capacity to manage the environment and natural
resources. It has also integrated environmental considerations into programs, policies, and
strategies.

The IDB has also provided support for the prevention and mitigation of natural disasters,
as well as emergency and reconstruction assistance following disasters.

Summit Mandate: Disaster Management,
Environmental Foundation for Sustainable Development

Disaster Management

Request the IDB to undertake a feasibility study in partnership with the OAS, the World Bank, the Caribbean
Development Bank (CDB) and other relevant inter-American organizations, as well as the private sector, including
insurance companies, on measures to reduce and/or pool risk in a manner that results in reduced premiums on
catastrophic insurance, and mechanisms to facilitate contingent reconstruction financing and the immediate release of
funds to resolve urgent needs of the affected country; this study would examine the relationship between reinsurance and
national and community disaster management capacities, as well as trends moving away from investment and toward job
losses in those economic sectors requiring costly catastrophic insurance coverage and the role such measures might play
in this regard; share with the private sector experiences in the development and application of risk management tools
such as risk transfer instruments, vulnerability assessment methodologies and risk reduction incentives for the private
sector.

Bank-supported Activities

+ In the last quarter of 2002, the Environment Division (SDS/ENV) published a technical
paper titled Planning and Financial Protection to Survive Disasters. The document
identifies planning strategies for investment in prevention and mitigation and in
financing losses due to catastrophic events.

« The Bank published a manual and held a workshop for microfinance organizations on
the topic of natural disaster risks. Workshop participants included microfinance
program executing agencies, expert consultants, and Bank specialists. The manual was
prepared in 2002 in cooperation with the Center for Microenterprise Action.

« In December 2002, the Bank published a report titled “Innovative Financial Instruments
for Disaster Risk Management,” which identifies a wide range of potential financial
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instruments currently in use in more developed countries that could be used in Latin
America and the Caribbean.

In 2003, the Bank published a book on disaster risk management titled “Gestion de riesgo
de desastres: sistemas nacionales y estrategias financieras para la reconstruccion después de
desastres” The publication is based on studies carried out in the context of the first and
second meetings of the Natural Disaster Network of the Regional Policy Dialogue.

In 2002, the Bank held technical seminars in Chile, El Salvador, and Peru and at Bank
headquarters on the practical application of financial instruments for natural disasters.
A final report of the study will be published in 2004. An additional study is underway
that will help guide efforts to reorient Ecuador’s national system of disaster risk
management, which will focus on the overland transport infrastructure.

The Bank led an effort with the CAF, the European Union, the World Bank, and other
organizations to coordinate disaster prevention actions in Ecuador. A seminar was held
and a memorandum of understanding was signed in 2003.

The MIF prepared a subregional project entitled “Development of Insurance Markets for
Disaster Risk Management” that is being considered by the countries as part of the
Puebla-Panama Plan.

The Bank approved a US$70 million loan to El Salvador to aid in the reconstruction of
damaged infrastructure in low-income communities affected by two earthquakes in
2001.

The Bank also approved a trinational loan for US$21.8 million to El Salvador, Guatemala,
and Honduras to support the sustainable development of renewable resources and
reduce the impact of natural disasters.

The Bank approved a US$20 million emergency loan to Peru to assist in the recovery and
rehabilitation of earthquake-damaged communities in the south of the country.

The Bank approved a US$32.7 million loan for a socio-environmental and forestry
development project in Nicaragua that includes a major disaster prevention and
rehabilitation component for rural areas.

The Bank approved a US$25 million loan, the first phase of a multiphase financing
operation totaling US$69 million, to promote the sustainable development of
economically and environmentally vulnerable watersheds in Honduras.

In 2002, the Bank approved a US$20 million loan in response to the emergency created
by flooding and to restore basic services in Jamaica.

The Bank approved a US$40 million loan for natural resource management in the upper

watersheds in Guatemala involving a change in production technologies used by small
farmers.
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The Bank also approved a US$46.6 million loan for Guatemala to reduce urban poverty.
The loan includes the constructions of water channels to prevent landslides in vulnerable
areas.

The Bank approved a US$2.8 million loan for Bolivia for the installation of early warning
systems and the development of a natural disaster emergency plan. It also approved a
US$2.5 million for the city of Tarija to restore water supply in the basin and the biological
reserve damaged by a forest fire.

The evaluation of the Bank policy on natural disasters and emergencies started in the
first quarter of 2003. One objective of this assessment is to review ways in which the Bank
could better contribute to disaster mitigation in the region through financial and
nonfinancial services. Among others, the activities included:

- Review of the policies of other multilateral banks: Asian Development Bank,
Caribbean Development Bank, CABIE, CAF, and the World Bank.

- Organization of a seminar on disasters caused by humans: conflicts, terrorism, and
technological disasters.

— Commissioning of a study to review IDB financial instruments for disaster risk
management.

The Bank’s Emergency Reconstruction Facility was updated in 2003 following an
evaluation. Its name was changed to the Facility for Inmediate Response to Natural and
Unexpected Disasters.

The Third Meeting of the Regional Policy Dialogue on Disasters was held in March 2003
to discuss risk management at the local level. This complemented the topics of previous
meetings in 2001 and 2002 on national risk management systems and financing for
reconstruction, respectively. In October 2003, there was a preparatory meeting on
environmental management and risk reduction for disasters, which will be the topic for
the fourth meeting of the Regional Policy Dialogue.

A study on Information for Disaster Management is being carried out in cooperation
with ECLAC in order to gather data on disaster risk management from seven countries of
the region. This operation will be finalized in 2004.

The Bank financed two meetings of international experts in Barcelona, Spain, under the
Program of Disaster Risk Indicators. The study conducted by the National University of
Colombia-Manizales covers 10 countries in Latin America and the Caribbean.

The technical cooperation to evaluate the socioeconomic impacts of El Nifo, which is
being implemented with the Worldwide Meteorological Organization, the International
Food Policy Research Institute (IFPRI), the National Oceanic and Atmospheric
Administration (NOOA), and other entities is entering its final stage. The final
documentation will be published in 2004.
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« Execution of the technical cooperation to combat desertification in South America
began in 2003.

« Studies were prepared and seminars were organized on the topic of “Comparison
between Asia and the Caribbean: Adapting to Climatic Change and Disaster
Management” in the areas of tourism, urban water supply, agriculture, and fishing.

Based on recommendations from Caribbean countries, the Bank continued to prepare a
project on the consequences of rising sea levels and disasters as a result of climate
change.

The Bank continued with its internal capacity building, or inclusion of disaster risk
management through:

— The consolidation of the network of 36 focal points, which includes a representative
from each of the 26 IDB representations and 14 specialists from Bank headquarters on
the environment, infrastructure, and financing.

— The incorporation of 19 more specialists into the network from sectors potentially
affected by natural disasters to work on the process of preparing checklists to help
project teams take risk management into account when preparing and executing
loans in the following sectors: transport, energy, water and sanitation, education,
micro and small business, State modernization, agriculture, health, and housing.

In 2003, the Program for Promotion of Best Practices for Disaster Prevention and Risk
Management in Municipalities of Central America produced a toolkit for a video
documenting experiences, four national workshops, and products for the media (TV,
press).

The technical cooperation in Honduras for the Financial Management of Risk from
Catastrophes, approved in 2002, includes studies and workshops to provide support to
economic authorities in order to develop financial strategies for reducing losses from
disasters. (This project has been designed in collaboration with the World Bank.)

The technical cooperation project in El Salvador “National Capacity for Financial
Management and Reduction of Risks from Catastrophes” was approved in May 2002. The
operation will provide technical assistance in designing national policies so that the
economic authorities have: (1) an evaluation of the risk faced by the country and possible
impacts on macroeconomic and fiscal development; (2) a strategy for financial
management to reduce the overall cost of risk; (3) an evaluation of the current situation in
terms of national and local capacity for risk management and reduction; and, (4) a
detailed Action Plan to strengthen the country’s risk management capacities.

The Bank participated in a meeting with nine international organizations evaluated by the
private fund Tearfund, in November 2003 in London and made a presentation detailing its
internal mechanisms for disaster risk management.
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Environmental and Natural Resource Management

Request that the OAS through its General Secretariat, in coordination with other agencies, to organize a meeting at the
ministerial level before the end of 2001, to be held in Bolivia on the occasion of the fifth anniversary of the Santa Cruz de
la Sierra Summit of 1996, and present contributions to the Rio+10 Summit in 2002, recognizing that by its nature,
sustainable development has long-term goals that require the countries of the Hemisphere to act in concert in this area.

Promote improved environmental management at the municipal level, including through information exchange among local
communities, the development of environmentally sound technology and the promotion of partnerships to facilitate, as
appropriate, technology transfer, capacity building, including the strengthening of local institutions and services, and support
for initiatives such as the World Bank Clean Air Initiative and IDB programs in this area.

Bank-supported Activities

In June 2002, the Bank held a seminar on the progress made in the region toward
reaching the Millennium Development Goals (MDGs). The event was carried out in
cooperation with UNDP, ECLAC and the World Bank. The meeting served to identify the
institutional and methodological requirements to monitor progress made in each
country. One of the meeting’s sessions dealt with the topic of environmental
sustainability and included the participation of noted experts.

The Bank developed its new Environmental Strategy in 2002 and 2003. The process
involved a range of activities such as workshops and seminars, sessions with selected
groups, virtual consultations, and direct regional and extra-regional consultations with
the borrowing and nonborrowing country governments, representatives from civil
society, multilateral agencies, agencies specializing in international cooperation, and
NGOs. The strategy was approved by the Board of Executive Directors in July 2003 as
part of a package of strategies prepared by the Sustainable Development Department.

The IDB-Netherlands Program for Protection of the Environment (NPPE) carried out
nine projects during 2001-2002. The projects dealt with issues such as strengthening
environmental institutions, watershed management, economic valuation of
environment damages, setting water rates, climate change, and forestry. The program is
now in its second year of implementation (2002-2003) and includes projects related to
four “windows” or lines of activity: innovations in environmental management,
comprehensive water resources management, climate change (mitigation and
adaptation), and biodiversity and forests.

The IDB-Netherlands Water Partnership (INWAP) began in August 2002 with an
allocation of US$10 million over five years. It consists of technical cooperation and
programs to upgrade skills and develop capacities for the comprehensive management
of water resources.

Three meetings were held as part of the Regional Policy Dialogue on the Environment,

with the participation of the Vice-Ministers of Environment from the region. At the first
meeting of the Environmental Network (April 2002), participants discussed the current
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environmental situation and challenges faced by their countries. The reports presented
at the meeting included profiles for environmental management by subregion, a report
on environmental indicators for selected issues and studies of the integration of
environmental management in industry, energy, and tourism. The second meeting was
held in February 2003 and entailed a discussion of the applicability and effectiveness of
economic instruments in water and solid waste management with reference to Brazil,
Chile, Mexico, and Colombia. The third meeting was held in December 2003 and focused
on the economic valuation of sustainable management programs for coastal resources
as well as air pollution control programs.

The environmental projects approved in 2002 illustrate the make-up of the Bank’s
environmental portfolio. Environmental loans continue to represent almost 9% of the
dollar value of all loans approved annually since 1999. The types of loans approved in
2002 show the need to adopt more comprehensive approaches to development, natural
resource management, and environmental protection in the region. Of the total amount
for environmental loans approved in 2002 (US$374 million in 19 operations), 44% was
for sustainable development and natural resources conservation, 37% was for urban
environmental management, 8% for management of coastal resources, 7% for mitigation
of natural disasters, and 3% for sustainable tourism. The 60 technical cooperation
operations approved in 2002 (totaling US$15.5 million) reflect Bank support in
nonreimbursable operations that foster the integration of development and the
environment.

Between 2001 and 2003, the Bank approved several operations to promote agricultural
and rural development. Most of them support sustainable production practices in
watersheds and rural areas. Three main components are usually found in these kinds of
projects; namely, the diversification of production toward products with higher profit
margins; the development of local capacity to manage renewable resources more
efficiently (especially soil conservation, protection of biological reserves, and rational use
of forest resources); and the construction of small infrastructure projects (rural roads,
health clinics, and drainage and wastewater systems). The objective of these projects is
to raise the income and well-being of the rural population while protecting the
environment and biodiversity.

Other projects aim to increased protection of property rights in order to promote long-
term investments, increased access to credit, and the development of more robust
markets through programs for issuing land titles and modernizing property registries.
The projects have also promoted the transfer of agricultural technology by
strengthening public sector research institutes. Lastly, a number of Social Entrepreneurial
Projects are underway that grant soft loans to low-income groups in rural areas and
establish rotating credit funds. These projects also offer technical assistance for the
improved management and/or productivity of rural firms.

A partial list of the projects approved over the last three years includes: Program for
Sustainable Forest Development, Honduras; Expansion of Rural Microcredit in the
Central Provinces of Panama; Program for Sustainable Development of the State of Acre,
Brazil; Environmental and Social Protection in the Santa Cruz Corridor of Bolivia;
Program for the Comprehensive Development of Indigenous Communities, Chile;
Sustainable Development in the Mata Pernambucana Area, Brazil; Drinking Water and
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Sanitation in Small Communities, Paraguay; Land Administration Il, Belize; Programs to
Support Sustainable Agricultural Development, Costa Rica; Sustainable Rural Roads
Program, El Salvador; Program for Management of Resources in Upper Watersheds,
Guatemala; Program for Management of Natural Resources in Priority Watersheds,
Honduras; Program to Support Black and Indigenous Communities, Honduras; Program
for Environmental Management of the Bay Islands, Phase Il, Honduras; Program Il for
Socio-environmental and Forestry Development, Nicaragua; Program Il for Revitalizing
Rural Production, Nicaragua; Program for Administration and Regulation of Land,
Panama; Program for Sustainable Development of the Upper Watershed of the Lempa
River, El Salvador; Program to Support the Transition to Competitive Agriculture,
Dominican Republic; Program for Rural Land Zoning and Administration, Ecuador;
Program for Titling and Registering Property, Phase II, Peru; Program to Support
Operations of the National Fund for Compensation and Social Development
(FONCODES) Ill, Peru; and, Program for Agricultural Technology, Venezuela.

Some of the publications issued over the last three years in the area of environmental
management are:

- Review of Environmental Impact Evaluation in Latin American and
Caribbean Countries (Revision de la evaluacion de impacto ambiental en paises de
América Latina y el Caribe). Country reports are available on the Internet
(htep://www.iadb.org/sds/ENV/site_393_s.htm).

— Environmental Management in Latin America and the Caribbean: Evolution,
Trends, and Principal Practices (Gestion ambiental en América Latina y el Caribe:
evolucion, tendencias y principales prdcticas), 2002.

- Management and Fundamentals for Environmental Impact Evaluation (Gestion y
fundamentos de evaluacion de impacto ambiental), 2002.

— Training Material on Fundamentals for Environmental Impact Evaluation, 2002.

— Environmental Management and Environmental Impact Evaluation for Investment
Projects (Gestion ambiental y evaluacion de impacto ambiental de proyectos de
inversion), 2002.

- Environmental Indicators for Selected Issues in Latin America and the Caribbean
(Indicadores ambientales de temas seleccionados en América Latina y el Caribe), 2002.

- Some of the seminars and workshops held in the last three years in the area of
environmental management are:

— Two seminars on environmental management and sustainable local development
were held in 2002. One dealt with policy, social inclusion, and the quality of urban
life and was held on June 12, 2002. The second dealt with environmental
management systems in municipal governments and was held on June 28, 2002.

— A training course for trainers in environmental management and environmental
impact evaluation for investment projects was held in Jamaica in September 2002.
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IDB Strategic Programs

— The Bank and the UN Food and Agriculture Organization held several distance
courses (via Internet) on environmental impact evaluation for investment projects
as a natural resource management tool (May-August 2002).

— Workshop on evaluation of projects to strengthen environmental agencies, June
2002.

- Seminar on strategic environmental assessment, November 2002.

— Staff seminar on climate change and development, October 2002.

Program to Respond to Natural Disasters

This program aims to prevent and mitigate natural disasters and develop the capacity for
effective risk management. The IDB has undertaken several initiatives to incorporate risk

reduction into planning and investment processes. Together with other institutions, it has
promoted the exchange of information on best practices to respond to emergencies and

to carry out effective reconstruction plans. Additionally, it has carried out studies to

identify possible insurance mechanisms. The Bank has also created a new rapid

disbursement facility for the prevention and mitigation of risks, which is available to all

borrowing member countries.

« A special financial instrument, the Sector Facility for Disaster Prevention, was approved
in March 2001. Two operations were approved for financing through the Facility in 2002:
one in the Dominican Republic and another in Bolivia.

The IDB was one of the organizers of the Hemispheric Conference on Disaster Reduction
that was held in San José, Costa Rica, in December 2001.

The Bank participated in the preparation of the Strategic Plan for Disaster Risk
Reduction, which was presented to the Permanent Council of the OAS in May 2003.

The Bank signed a memorandum of understanding with the Federation of Insurance
Industries (FIDES) that includes cooperation for the development of insurance
instruments to deal with catastrophes.

A book on national systems for disaster risk management and financing mechanisms for
reconstruction was published in 2003. The book was based on studies presented at the
Regional Policy Dialogues on Disasters that took place in 20017 and 2002. Another
meeting was held in 2003 that addressed the issue of risk management at the local level.
The reports presented at that meeting will be published in 2004.

The Bank held a seminar on the application of financial instruments for natural disaster
management in May 2001 and published a study on the results in 2002.

A three-country study on the viability of using new financial instruments to mitigate and
transfer risks associated with natural disasters currently being completed.
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« A program on the socioeconomic impacts of El Nifio was concluded in 2003.

- Strategic studies on disaster risk management are currently being carried out. They
include a study of information programs in seven countries that is being jointly
undertaken with ECLAC, and a study of indicators in 10 countries.

« Training programs on natural disasters for IDB staff were carried out in Colombia in
November 2001, at Bank headquarters in February 2002, and in Guatemala in October
2003.

« The Tenth Meeting of the Central American Network for Decentralization and
Municipal Strengthening (FEMICA) was held in Antigua, Guatemala, in October 2003.
The topic of this meeting was risk management at the local level. One hundred and
seventy municipal officers participated in the meeting.

« Bank approved two technical cooperations for financial management of catastrophe risk
in Honduras (approved in 2002) and El Salvador (approved in 2003).

« Evaluation of the Bank Policy on natural disasters and unanticipated emergencies began
in the first quarter of 2003.

Program for the Sustainable Development of the Meso-
American Biological Corridor

The Bank is cooperating with other organizations (such as the World Bank and the Global
Environment Facility) in developing a strategy for socio-cultural adaptation and
community participation in the operations of the Meso-American Biological Corridor.
Sustainable natural resources management and poverty reduction have been addressed
jointly through territorial planning strategies, environmentally sustainable economic
activities, and participatory planning.

« Support was provided for the design of a consultative methodology for the Meso-
American Biological Corridor.

« A proposal to finance consultations with indigenous peoples for the preparation of the
Cultural and Environmental Program of the Meso-American Biological Corridor has
been approved.

« The Global Environment Facility (GEF) approved the concept for a cultural and socio-
environmental program for the Meso-American Biological Corridor.

« The program continues to emphasize consultation with indigenous communities (a
central component of a protection program), the sustainable management of natural
resources, and local development in areas influenced by the corridor. The activities
underway will contribute to the preparation of a development program for which
financing has already been established through the Global Environment Fund.

« A best practice study, Community Consultation: The Case of Darien, Panama was
published in 2001.
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IV. Equity and Human Development

Reducing poverty and promoting equity in the region will continue to be a central concern of
the Bank. That is the objective of the new Strategy for Poverty Reduction and Promotion of
Equity and of the Social Development Strategy. Both are part of an ambitious social
development agenda that includes efforts for greater equality of opportunities. More work
needs to be done to assist groups that have been excluded from the process of economic and
social progress, particularly women and the elderly, disabled persons, and racial and ethnic
minorities. More emphasis has been put on investments in education, health, and nutrition as
a way to promote the development of human potential. Special emphasis is placed on
universalization, quality, and appropriateness of education and on programs geared to young
people. Likewise, priority has been given to health issues, including the prevention and
treatment of diseases and pandemics such as HIV/AIDS. The Bank has also provided support
for activities in other areas that affect human well being, such as housing, community services,
employment, labor training, and the promotion of culture.

Summit Mandate: Growth and Equity

Development Financing

Acknowledge the need for development financing, including aid from bilateral donors and lending from the MDBs on
appropriate terms, and commit to support our Finance Ministers and the MDBs in promoting policies to develop and
maintain access to international capital markets to finance our sustainable development efforts, recognizing that debt
servicing constitutes a major constraint on investment for many countries in the Hemisphere.

Bank-supported Activities

« The Bank’s Regional Departments have continued to provide technical assistance to
Highly Indebted Poor Countries like Bolivia, Guyana, Honduras, and Nicaragua and non-
HIPC countries (Guatemala and the Dominican Republic) in order to improve their
poverty reduction strategies (PRS).

+ In 2002, the Bank approved US$123 million in debt relief to four of its borrowing
members under the HIPC Initiative. All four developed and are implementing a National
Poverty Reduction Strategy (Bolivia received US$47 million; Guyana, US$10 million;
Honduras, US$20 million; and Nicaragua, US$46 million).

« The Bank has put together a working group that includes the participation of outside
experts to study and promote actions directed at the development of bond markets in
the region. These efforts also include the publication of an analytical paper and the
organization of a workshop on the topic in April 2003. Workshop participants discussed
the development of bond markets and debt management.

« The Bank is providing technical assistance to its member countries (e.g. Nicaragua and
Belize) for the development of debt markets and access to international capital markets.
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« The Bank published a book on the development of capital markets (Focus on Capital.
New Approaches to Developing Latin American Capital Markets) that includes articles
dealing with the factors that affect the development of capital markets and other issues
related to capital market strategjes.

The IDB is providing regional support to capital market regulators.

The Bank undertook a review of its operational guidelines and organized a regional
conference on water and sanitation (one of the Millennium Development Goals) to
increase the number of water and sanitation projects in the region.

The IDB s currently revising its energy policy (which highlights sustainability). It has
recently published a book on this topic entitled Keeping the Lights On: Power Sector
Reform in Latin America.

Financing is currently underway for several infrastructure projects within the framework
of the lIRSA and the Puebla-Panama Plan. The Bank is also undertaking various studies
and will organize workshops to study issues related to transnational infrastructure
projects.

The Bank continues to provide support to the work of the region’s ministers of
transportation.

Enabling Economic Environment

Design and implement, with the cooperation of the IDB, the World Bank, other donors, as appropriate, as well as the ILO,
building upon the work begun in regional and sub-regional programs after the 1998 Santiago Summit of the Americas,
legislation, policies and regulations that reduce startup costs, support the creation of new financial products for lower-
income groups and youth, foster the development of credit unions, community finance institutions and supporting
institutions such as credit bureaus and create conditions that encourage commercial banks and other appropriate
financial institutions to broaden their client base to include more micro, small- and medium-sized enterprises and
strengthen the capacities of micro, small- and medium-sized enterprise development agencies.

Provide and improve where necessary, both in rural and urban areas, access to quality information systems for micro,
small- and medium-sized enterprises through the creation of nondiscriminatory mechanisms with the cooperation of the
IDB, the World Bank, other donors as appropriate, as well as ECLAC, and establish programs aimed at promoting the use
of computers and the Internet, based on public and private sector partnership, to gain greater access to information
technology, to credit and markets and to instruments designed to assist them in all these areas.

Support and encourage, with the cooperation of the IDB and other donors as appropriate, the formation of business
incubators, associative networks, joint projects, national competitiveness programs, credit unions and complementary
agreements among micro, small- and medium-sized enterprises as part of a broader strategy allowing them to share best
practices, to improve access to information, credit and adequate marketing systems and to break prevailing situations of
isolation.
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Improve, as appropriate, social safety nets at the national and regional levels to stabilize individual and household income
and consumption by such means as stabilization funds, micro-credit schemes, crop insurance programs, job retraining
and training in vocational, entrepreneurial and business skills, with the involvement of the MDBs and development
agencies as well as non-governmental and community-based organizations and to establish regional networks to share

best practices and experiences.

Bank-supported Activities

The Inter-American Investment Corporation (IIC) carries out loan and capital
investment operations to promote the creation, expansion and modernization of small
and medium private businesses in Latin America and the Caribbean. In 2002, the IIC
approved 20 operations, 2 of which went to regional private capital funds and 18 were
direct loans. These projects will contribute to the creation of over 9000 new jobs. Since
it began operations in 1989, the IIC has provided financing to more than 3500
beneficiaries in the productive and sectors. For each dollar that the Corporation invests,
nine dollars are channeled to companies that have created 215,000 new jobs. In 2003, it
is expected that 26 projects will be approved, for a total of $190.7 million.

Multilateral Investment Fund (MIF) projects promote the development of small and
microenterprises in four key areas: competitiveness, improvements in the business cli-
mate to promote business development, equity investment through capital and
quasi-capital contributions and programs to promote business development services.
The MIF has a Line of Activity specifically geared to enhancing microfinance that sup-
ports the sustainable expansion of this sector and its incorporation into financial and
capital markets. Support provided under this program has led to an increase in access to
sustainable financial services by microentrepreneurs and low-income persons. The Fund
approved 18 microenterprise support projects in 2002 totaling over US$9 million. Five
operations to benefit microfinance institutions totaling US$1.5 million were also
approved in 2002 through the Line of Activity for Strengthening Microfinance
Institutions.

In addition, the Multilateral Investment Fund launched an initiative in July 2001 to
identify the constraints faced by small- and medium-sized enterprises as they attempt to
gain access to capital and financial markets. The program has received support from the
Governments of Austria and Italy. A study of the European experience (Spain, Italy,
France, Austria, and Ireland) is now underway. It is expected to identify best practices
and assist in the development of a strategy to help SMEs obtain greater access to
financing. The next steps in the program involve completing country analyses in Brazil,
Mexico, and Trinidad and Tobago.

In November 2003, the Bank cooperated with the OECD and the IFC to produce the
White Paper on Corporate Governance in Latin America. The book was presented to the

region’s political authorities during a meeting of the Regional Financial Forum.

The Multilateral Investment Fund has approved a project to promote the exchange of
best practices among development banks. The program comprises several seminars and
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workshops coordinated by the Latin American Association of Development Financing
Institutions (ALIDE). ALIDE will also act as the program’s executing body.

The Bank and the US. Department of Housing and Urban Development are working on
the joint publication of a book, Assessing and Reforming National Housing Markets: A
Guide for Policy Analysis, which will come out in 2004.

As part of its efforts to promote the adoption of international accounting standards in
the region, the Bank has been working with international exports and will publish a book
on the topic in 2004.

The Bank organized several workshops and commissioned studios on the transfer of
natural disaster risk.

Since 1998, the Bank has hosted the Inter-American Forum of the Development of
Microenterprise in Latin America and the Caribbean. This regional meeting provides a
forum for regional microfinance leaders and representatives of business development
organizations, foundations, NGOs, private businesses, cooperatives, investment funds
and the public sector to meet and debate current topics of importance to the sector. The
sixth microentrprise forum was held in Guatemala in September 2003. The topic of this
meeting was the development of strategies to address and manage political and
economic events that have a negative impact on microenterprise.

The Social Enterpreneurship Program (SEP), which was previously known as the Small
Projects Program, provides support to various projects to alleviate poverty by financing
sustainable income-generating activities that are also efficient and innovative. SEP
operations have an important impact on small and microenterprises. The SEP provides
support to projects industrial and agricultural projects as well as to those dealing with
rural energy, environmental management and crafts. The Program has provided
institutional support to the following organizations: ADEMI in the Dominican Republic;
Caja los Andes, FIE, Prodem and Banco Sol in Bolivia; Financiera Calpia in El Salvador and
Women’s Banks in Colombia, among others. As of the October 2003, the Program
approved 5 projects for US$4.1 million, of which US$3 million were loans and US$1.1
million were technical cooperations. It is expected that a total of 16 operations will be
approved for 2003 as a whole for a total of US$8.25 million.

Enhancing Social Stability and Mobility

Continue and deepen progress towards implementation of the agenda for improving property registration established at
the 1998 Santiago Summit of the Americas with particular emphasis on regularizing informal property rights in
accordance with national legislation to ensure that all valid property rights are formally recognized, that disputes are
resolved, and that modern legal frameworks to legitimize property records and encourage marketable property titles are
adopted; and that these actions include the formulation of institutional, political and regulatory reforms that would
facilitate the use of property registration as a mechanism to enable property owners to access credit and allow
commercial banks and MDBs to expand their customer base among lower income sectors; promote greater cooperation
and exchange of information and technology to modernize the systems of registry and cadastre in the Hemisphere, and
also request multilateral and bilateral cooperation institutions to continue supporting and strengthening, in a
complementary manner, their financial and technical assistance programs.
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Bank-supported Activities

Areport titled Land Titling and Indigenous Peoples was published in 2001 and a technical
seminar was held on the subject.

The Bank approved a US$15.2 million loan to support modernization of land ownership
rights in Ecuador.

The Bank established a working group on property rights that is working toward the
development of strategies to improve property rights in the region.

Education

Entrust the OAS to organize, within the framework of the Inter-American Council for Integral Development (CIDI), a
meeting of Ministers of Education in Uruguay, to be held before the end of 2001, with a mandate to:

« Establish time lines and benchmarks for follow-up on the implementation of our commitments in education.

« Establish, in light of the fundamental importance of mobilizing resources to support sustained investment in
education at all levels, a cooperative mechanism to promote the development of productive partnerships among
governments and with regional and international organizations and the MDBs.

+ Promote the participation of and dialogue with relevant civil society organizations to strengthen partnerships
between the public sector and other sectors of our societies in implementing this Plan of Action.

Support the mobility, between countries of the Hemisphere, of students, teachers and administrators at institutions of
higher education and of teachers and administrators at the elementary and secondary levels, in order to provide them
with new opportunities to take part in the new knowledge-based society, to increase their knowledge of other cultures
and languages, and to enable them to access information on post-secondary studies and learning opportunities offered
across the Hemisphere, through new or existing hemispheric networks, such as the educational web site set up after the
Santiago Summit; continue to support initiatives in this field such as those carried out by the IDB and the OAS.

Bank-supported Activities

The Bank cooperated with the OAS in the months leading up to the Education Ministers’
Meeting to coordinate mutual efforts and explore connections between actions
undertaken by the OAS, such as the Education Web site of the Americas, and the Bank's
education initiatives announced in Quebec. This level of cooperation between the Bank
and the OAS has continued.

The Bank took part in the Summit of the Americas Inter-Agency Education Meeting,
organized by the OAS, which served as a forum for the exchange of information on
education sector activities. Particular emphasis was given to activities directly related to
the Quebec Summit.

The Bank organized a seminar on higher education and science and technology during
its Annual Meeting in Fortaleza, Brazil in March 2002.
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« An IDB-financed program of education-related internships started in May 2001. The
program enables teachers and principals to learn about experiences in other countries of
the region.

The Bank participated in various events related to the Third Hemispheric Meeting of
Ministers of Education:

— Preparatory meeting held in Buenos Aires in April 2003 to establish the work plan for
the Third Meeting of Education Ministers and develop proposals for policy, political,
technical, and cooperation activities.

- Inter-agency Meeting on Education held in Miami in July 2003 with representatives
from ministries and international bodies to identify and establish hemispheric
mechanisms to guarantee the implementation of education initiatives contained in
the Action Plan of the Third Summit of the Americas.

— Third Ministerial Meeting, organized by the OAS and coordinated by the Secretariat
for Public Education of Mexico (Mexico City, August 2003). The IDB contributed to
the organization of a seminar on “Financing for Education: A Long-term Investment.’
Three studies were presented on the evolution, present situation, and perspectives for
education financing in the region. In addition, the seminar included two panels on
renewed visions for financing education. Participants included the Ministers of
Education and Economy of the region, as well as representatives from international
organizations and the private sector.

- The Bank published a book (Hacia visiones renovadas del financiamiento educativo en
América Latina y el Caribe) that brings together the studies and contributions of
participants in the above-mentioned meeting,.

Continued support is being provided to the Regional Policy Dialogue on Education,
which is focusing on issues such as improvements to teacher careers, training and
incentives as well as the transition from school to work. This Regional Policy Dialogue
brings together authorities at the Deputy Minister level.

The Bank is in the process of consolidating its three education strategies to create one
comprehensive strategy for all education-related activities. To this end, it established an
inter-departmental working group and is undertaking studies of emerging topics in the
sector.

Training modules and pilot programs are currently being created for the Inter-American
Program for Teacher Training.

The Bank published the book Community Colleges: A Model for Latin America? in English
and Spanish. The book provides an overview of the community college model and
emphasizes its potential for adoption in the region.

The Bank also published the book Making Education Work: Latin American Ideas and
Asian Results in English and Spanish. The material that comprises this book was presented
at a seminar that brought together educators from Asia and Latin America.
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Science and Technology

Promote the popularization of science and technology necessary to advance the establishment and consolidation of a
scientific culture in the region; and stimulate the development of science and technology for regional connectivity
through information and communications technologies essential for building knowledge-based societies;

Support the development of high-level human capital for the development of science and technology research and
innovation that would encourage the strengthening of the agricultural, industrial, commercial and business sectors as
well as the sustainability of the environment;

Promote, with the support of existing cooperation mechanisms, the development of the regional program of science and
technology indicators;

Endeavor to implement and follow up on the scientific and technological activities mentioned above, counting on the
support of hemispheric cooperation and coordination mechanisms related to this field;

Bank-supported Activities

« The IDB is cooperating with the Organization of American States (OAS) to prepare a
workshop on Priorities and Financing for Science and Technology in Latin America and
the Caribbean within the context of the Ministers’ Meeting held in Lima, Pery, in
November 2004. The conclusions and recommendations of that Meeting will be inputs
for the 2005 Summit of the Americas.

+ The Bank is implementing its science and technology strategy.

Health
Recognizing (...) that health outcomes are affected by physical, social, economic and political factors and that the
technical cooperation of the Pan-American Health Organization (PAHO) and other relevant international organizations
should continue to support health actions in the Hemisphere, in a manner consistent with the Shared Agenda for Health
in the Americas signed by PAHO, the IDB, and the World Bank (for each of these sub themes:)
+ Health Sector Reform
- Communicable Diseases

- Noncommunicable Diseases

« Connectivity
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Bank-supported Activities

« Through the Shared Agenda for Cooperation in Health, the IDB, the World Bank, and the
Pan-American Health Organization (PAHO) are undertaking coordination activities to
assist the region in reaching the Millennium Development Goals for health. They are also
coordinating actions related to national health accounts, epidemiological surveillance,
immunizations, sustainable development, and pharmaceuticals.

« The Bank financed a literature review of studies of the cost effectiveness of policies and
programs for combating tobacco and alcohol use, sedentary lifestyles and obesity. A
summary of conclusions and recommendations will be published in 2004. The Bank and
the Centers for Disease Control supported the creation of the Latin American and
Caribbean Network for Surveillance of Chronic Ilnesses.

- Four technical notes on health were published in 2002 and 2003 that address
transmissible diseases in Latin America, health reforms in Argentina, health spending by
families in Brazil, and evaluate the Bank's health projects cycle.

- Through the process of reformulating Argentina’s health portfolio, in 2002 and 2003 the
Bank approved and supported the implementation of emergency actions to provide
low-cost medicines to poor and indigent groups in the country (REMEDIAR Program).

« To support the health care reform process in the region, the Bank published the book
The Challenge of Decentralizing Healthcare in Brazil and the Spanish translation of the
OECD Manual for National Health Accounts.

« Together with the World Bank and PAHO, in 2002, the IDB organized the Third Meeting
of EUROLAC in Malaga, Spain to discuss the leading role of Health Ministries in
European and Latin American countries. The three institutions are now making
preparations for the Fourth Meeting of EUROLAC to be held in Brazil in April 2004 on
“Development Objectives in Health”

- Together with the IDRC of Canada, the Bank supported the organization of the Third
Sub-Regional Forum on Leadership in Health for the countries of the Southern Cone,
which was held in Buenos Aires in December 2002.

+ The Bank supported a plan for promoting health and preventing HIV/AIDS in Mexico
and Central America under the umbrella of the Puebla-Panama Plan.

« The Bank financed two national dialogues on sexual and reproductive health in August
2003. One meeting took place in Santiago, Chile, and the other in Buenos Aires,
Argentina.

« Preparation is underway for a project on digital e-government in Chile that has an e-
health component. The component will increase the connectivity of public health
services to improve quality and implement the nation’s guaranteed universal healthcare
plan (AUGE).
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+ In 2002, the Bank approved a health project in Guyana that will support the nation’s
nutrition programs. In 2003, the Bank approved a health care reform project in Costa Rica.

+ The Bank commissioned eight studies on HIV/AIDS in Latin America and the Caribbean
and published four of them as technical papers. The papers dealt with issues such as
HIV/AIDS prevention, stigma and discrimination, and vulnerability and gender.

+ Aseminar on HIV/AIDS and development was held during the Bank’s Annual Meeting in
Fortaleza, Brazil in March 2002.

« In March 2003, the Bank approved a technical cooperation for the development of
occupational health initiatives in the countries of the region, including the organization
of the International Congress on Occupational Health held in Foz de Iguacu.

+ In August 2003, the Bank approved a technical cooperation to support initiatives to
implement national health accounts.

Gender Equality

Endorse the Inter-American Program on the Promotion of Women’s Human Rights and Gender Equity and Equality approved
at the First Meeting of Ministers or of the Highest Ranking Authorities Responsible for the Advancement of Women, held in
April 2000, by the CIM; endorse as well the Regional Programme for Action for the Women in Latin America and the
Caribbean 1995-2000 and the further actions and initiatives adopted at the Twenty-Third Special Session of the UN General
Assembly (Beijing + 5) to implement the Beijing Declaration and its Platform for Action; and integrate a gender perspective
into the programs, actions and agendas of national and international events, to ensure that women’s experiences and gender
equality are an integral dimension of the design, implementation and evaluation of government and inter-American policies
and programs in all spheres.

Promote greater recognition of the economic contribution of women’s activities in the subsistence and informal sectors
and provide, through the international and regional MDBs and other donor community, necessary assistance to
communities participating in such activities, giving greater awareness at the national level to gender issues in
macroeconomic planning and policy-making.

Bank-supported Activities

+ The IDB Action Plan for Gender Integration (March 2003 — March 2005) was approved
in 2003. The document was written in consultation with specialists from a number of
Bank departments, including the Representations.

« The Report to the Board of Executive Directors on the Action Plan for Women in
Development (WID) was approved. It lists the activities of the Bank in this area during

the 1998-2001 period.

« The Bank approved the design and development of national and local programs to
promote gender equality.
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« Aregional technical cooperation was approved to promote the education of women in
Latin America and the Caribbean.

A regional technical cooperation was approved to develop policies directed at women
in the workplace.

A regional technical cooperation is providing support for the education of young girls in
Latin America. Technical cooperation operations are also financing programs to reduce
the mortality rate of women and infants; reproductive health for Afro-Latin women; and,
gender analysis in planning and budgeting at the national and subnational levels. Also
receiving financing is an effort to draft a reproductive health plan in Chile.

The Bank approved a regional technical cooperation to include gender equality in the
national budgets of the MERCOSUR countries.

Technical cooperation resources were approved to finance activities that promote
women's participation and leadership in Central America and the Andean countries.

The Bank published a brochure entitled lnvesting in Women 1999-2000 that presents 35
projects specifically designed to take into consideration women’s roles and
socioeconomic activities, obstacles women confront in participating in projects, and
ways for women to participate in and benefit from projects. The projects also take into
account the need to contract specialists on gender issues and incorporate mechanisms
to measure to what extent gender-specific activities were implemented successfully.

An event was held to select the winner of the Best Project Design Award for 1998-2000
from the perspective of gender from among eight projects pre-selected by the Selection
Committee. The winning project was “Citizen Security: The Prevention of Violence and
Crime” from Uruguay. Special recognition was granted to two programs that foster the
development of social support networks (Colombia and Nicaragua).

The Bank approved a technical cooperation on “Development and Gender: the
Perspective of Indigenous Women in Latin America.’

The Bank responded to a request made by the Initiative for Indigenous Peace to support
the planning and implementation of the Summit of Indigenous Women of the Americas.
The summit was held on December 1-4, 2002 in Oaxaca, Mexico. The Bank approved a
technical cooperation to support the event.

The Bank approved technical cooperation funds to support the project “Women
Leaders: Towards Good Governance in Latin America.” This technical cooperation is a
continuation of the activities of the Program to Support Women'’s Leadership and
Representation (PROLEAD).

In December 2002, the Bank published a training manual (Focusing on Gender in
Development Programs). This publication provides a user-friendly guide with information
on how to design and facilitate a training workshop on gender issues in development
projects.
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« Technical cooperation resources were approved to support the following initiatives: a
technical meeting of women ministers on good governance; leadership in the Andean
region; promoting the role of indigenous women; support for the implementation of
guidelines for reproductive health and other health-related issues; developing best
practices in corporate social responsibility; and, a program for gender integration and
social inclusion in projects underway in Honduras.

A course on good governance for young women leaders of the Andean region was held
in Quito, Ecuador in August 2003.

The interagency working group in which the Bank participates approved the inter-
agency strategy for reducing maternal mortality in May 2003.

In cooperation with the Inter-American Institute for Cooperation in Agriculture (IICA),
the Bank published an analysis of the supply of and access to credit for Central American
women that documents cases from Costa Rica and Nicaragua. A training manual for
credit for rural women was also published.

The Bank organized the annual meeting of the Inter-agency Group on the Millennium
Development Goals (MDGs). The agencies signed a declaration on the importance of
meeting the MDG gender goals.

The Bank organized national dialogues in Argentina and Chile on reproductive health
and health sector reforms.

There was a strategic seminar/workshop in Honduras with various governmental
institutions on how to incorporate gender aspects in the process to draft the national
budget.

In the context of the annual meeting of the Bank's External Advisory Council on Women
and Development, a seminar was organized on gender implications in the Millennium
Development Goals.

The first version of the study Making the Law Work: Analysis of Budget Allocations for
Implementing Domestic Violence Laws was drafted.

Indigenous Peoples

Make their best efforts, in accordance with national legislation, to encourage donor agencies, the private sector, other
governments, regional and international organizations, and the MDBs to support hemispheric and national conferences
in order to exchange experiences among indigenous peoples and their organizations in implementing activities to
promote their sustainable cultural, economic, and social development, and in such other areas as may be identified by
indigenous peoples.
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Bank-supported Activities

The Sustainable Development Department held a number of seminars and published
several studies on indigenous peoples and poverty, land titling and indigenous peoples,
and social investment funds and indigenous peoples, as well as technical studies on
education, health, and welfare and poverty indicators for indigenous communities. The
guidelines for socio-cultural analysis in Bank projects are being updated and completed.
A number of best practice studies of participatory models for indigenous development
have been completed.

The Bank is preparing two studies in the area of education for indigenous peoples: one
looks at the most innovative aspects of bilingual intercultural education at the primary
level, while the other focuses on the supply and demand for technical-vocational and
higher education for indigenous peoples. In 2003, another best practice study was begun
on intercultural healthcare for indigenous communities. This study will provide an
overview of experiences with the introduction of traditional indigenous medicine into
public health programs.

These studies will contribute to the strategic framework for indigenous development
that the Bank is preparing. The Bank also adopted a Social Inclusion Action Plan for the
May 2001- December 2003 period, which contains guidelines for promoting the social
inclusion of ethnic groups. The activities envisioned in the plan, including research in
areas such as the causes and consequences of social exclusion and the development of
new operations, involve most of the Bank’s departments.

The Inter-American Institute for Social Development (INDES) carried out a special
training exercise in social management for indigenous leaders in May 2001, after which
the INDES adopted measures to promote the participation of students from
traditionally excluded groups and the adaptation of the curriculum to include aspects of
socio-cultural relevance.

In December 2002, the Bank actively supported the Indigenous Women of the Americas
Summit in Oaxaca, Mexico, sponsored by the Rigoberta Menchti Foundation, the
Indigenous Initiative for Peace, and the Continental Network of Indigenous Women. The
event brought together more than 300 indigenous women to discuss concepts and
actions on indigenous gender issues, indigenous development and globalization,
empowerment and leadership of indigenous women, human rights and indigenous
rights, spirituality, education, and culture. A Declaration and Action Plan were
developed to guide future development agendas.

In 2003, the Bank approved a US$650,000 program to assist Colombia’s Superior Judicial
Council to coordinate the Special Indigenous Jurisdiction and the national judicial
system.

A database on indigenous rights in Latin American national legislation was completed
and is now available on the IDB Internet site. In addition to providing access to legal texts
by country and/or by variable, the database includes a quantitative and qualitative
comparative analysis of advances made in national judicial frameworks. A similar analysis
is being initiated on jurisdiction in indigenous issues.
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IDB Strategic Programs

« The Bank is actively supporting various international forums that promote the agenda
for indigenous development. These include: the Working Group on the American
Declaration on the Rights of Indigenous Peoples; the Permanent Forum of the United
Nations on Indigenous Questions; and, the Fund for the Development of Latin America
and the Caribbean. Through the Inter-Agency Group on Indigenous Development, the
Bank is also promoting greater coordination between development agencies that have
programs to favor indigenous peoples in the region.

Program for Comprehensive Poverty Reduction Strategies

The Board of Executive Directors approved the Strategy for Poverty Reduction and Social
Equity Promotion, which will guide Bank actions. The strategy identifies the need for (1)
quantitative poverty and equity objectives and goals; (2) specific policies in the areas of
opportunities, human development, social protection, and social and political inclusion;
and (3) concrete lines of action in IDB lending and nonlending activities to support the
main objective for the region. This document was published as part of a new series of Bank
strategies, endorsed by the Board of Directors in July 2003.

Through this program, the IDB has provided support to several countries to develop
comprehensive national poverty reduction strategies; the institutionalization of
comprehensive systems for social protection; and poverty statistics to monitor social
conditions, evaluate social programs, and facilitate the exchange of information on
policies.

National Poverty Reduction Strategies

« The Bank’s Regional Departments have continued to provide technical assistance to
Highly Indebted Poor Countries like Bolivia, Guyana, Honduras, and Nicaragua and
non-HIPC countries (Guatemala and the Dominican Republic) in order to improve
their poverty reduction strategies (PRS).

+ In 2002, the Bank approved US$123 million in debt relief to four of its borrowing
members under the HIPC Initiative. All four developed and are implementing a
National Poverty Reduction Strategy (Bolivia received US$47 million; Guyana,
US$10 million; Honduras, US$20 million; and Nicaragua, US$46 million).

+ In 2000, the Bank approved a US$10 million loan to support the implementation of
Nicaragua’s poverty reduction strategy. In 2002, the Bank approved a US$40 million
loan to Boliviaand two US$30 million loans for Honduras and Nicaragua to support
similar programs. In the programs, disbursements are conditioned on the
implementation of social reform policies and on measurable results in the areas of
health and education. In 2003, two loans (US$35 million and US$30 million,
respectively) were approved for Honduras to support the implementation of the
Poverty Reduction Strategy. During 2003, preparation of the Poverty Reduction
Strategy started in Colombia.
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« The Bank prepared a country strategy for Mexico, which supports key National
Poverty Reduction Strategy programs. Strategies for Nicaragua and Honduras were
also finalized, and Bolivia’s is being prepared. These country strategies will focus
primarily on poverty reduction. Peru’s country strategy was also concluded. It
emphasizes investment in human capital and control of public spending as central
elements in the fight against poverty. That was also the case with Guyana’s country
strategy, which centered on sustainable growth and the strengthening of targeted
social programs. Also in preparation is Costa Rica’s country strategy, which
emphasizes higher competitiveness as a central tool.

Financial Activities and Instruments and
the Reduction of Poverty

Several studies are underway on financial instruments and poverty reduction within
the framework of a technical cooperation currently in execution. They analyze the
inter-relationship and means for transmission among various financial instruments,
financial policies, and activities and poverty reduction. The studies address areas such
as access to credit, savings and insurance services. The studies will be completed this
year and discussions and seminars will be organized for their dissemination.

Improvement of Poverty Data

« Since its inception, the Program for Living Standards Measurement Surveys
(MECOVI) has provided technical assistance to generate household surveys that
provide quality, timely, accessible, and useful statistical information for program
and policy planning to reduce poverty and promote social equality.

In 2003, statistical institutes from Argentina, Bolivia, the Dominican Republic,
Ecuador, El Salvador, Guatemala, Honduras, Nicaragua, Paraguay and Peru
participated directly in the MECOVI program.

In collaboration with the World Bank and UNDP, funds were approved during 2003
to provide support to statistics agencies in the English-speaking Caribbean
countries.

The MECOVI program financed technical assistance and a training program for
statistical institute staff and users in the region. In 2003, the Program sponsored two
workshops and two training courses in which 150 technicians and professionals
from the region participated. It also worked to maintain and update the Household
Survey Database, incorporating 25 new databases from 14 countries.

Social Protection Systems

+ The Bank continued its support to the generation of new knowledge in the area of
poverty reduction and social protection. Of special importance is the study The
Role of Social Investment Funds in Reducing Poverty. A new study is under preparation
on the use of fiscal instruments to reduce the cyclical nature of social expenditures
in Latin America and the Caribbean.

50



« The Bank and the International Food Policy Research Institute, with the
collaboration of the World Bank and USAID, organized the conference “Crises and
Disasters: Measurement and Mitigation of Their Human Costs.” Studies of the
effects of economic crises and natural disasters on the well-being of households
were presented during the conference, and they will be published in the World
Development Journal.

The Bank approved plans for a regional conference on social exclusion that will
include policy dialogues on labor market issues. The Bank is preparing labor market
policy briefs on working conditions facing informal sector workers and youths,
employment security, and training.

The Bank approved a regional technical cooperation to identify and disseminate
best practices to prevent child labor. Another technical cooperation will fund
interventions to prevent child labor.

In late 2002, the Bank, along with the Asian Development Bank and the Japan
Project, organized an international seminar on social protection in The Philippines.
This seminar allowed for sharing regional and institutional experiences and
designing and implementing social protection initiatives for the informal sector.

The Bank and European Commission held a seminar on social cohesion in Latin
America and the Caribbean, which took place in Brussels in June 2003. The Bank was
responsible for one of the main presentations during the conference, a paper
entitled Inequality, exclusion and Poverty in Latin America and the Caribbean:
Implications for Development. In November 2003, the Bank helped organize a
conference in Brazil to promote de development of a regional consensus on the
Millennium Development Goals.

In April 2003 the Bank held a workshop as part of the Financial Sector and Poverty
Reduction Initiative. This initiative seeks to improve the current level of
understanding on the inter-relationship and transmission channels between the
reduction of poverty and various financial instruments, policies and activities. The
final product will be to identify interventions that can be incorporated into the
design of Bank operations in the area of financial sector reform.

The fourth meeting of the Regional Policy Dialogue on Poverty Reduction was held
in November 2002. It included thematic discussions in the areas of lessons learned
in the implementation of the Poverty Reduction Strategy and lessons learned
about microcredit, violence, poverty, and inequality. The fifth meeting of the
Dialogue took place in May 2003, during which members of the network made
presentations on efforts by the countries to reduce poverty. A session of the
meeting was devoted to social inclusion in Latin America and the Caribbean, while
another focused on the implementation of labor policies under fiscal constraints.

The Social Equity Forum was re-launched in February 2003. This forum focuses on
promoting and generating ideas about the institutionalization of policies to
promote social equity in Latin America and the Caribbean. This first meeting of the
second phase of the forum included a presentation by the former President of
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Brazil, Fernando Henrique Cardoso, on the evolution of the concept of
development. Mr. Cardoso noted that it was initially focused narrowly only on
economic issues and was later broadened to include social concerns. The new
phase of the forum will be led by the former President of Mexico, Miguel de la
Madrid, and Lourdes Flores Nano of the Peruvian National Electoral Alliance.

Safety Nets

+ In 2002, the Bank approved a US$1 billion loan for the consolidation and expansion
of a program for education, health and nutrition in Mexico, focusing on support to
low-income families. A US$20 million loan was approved for the expansion of the
social safety net in Nicaragua, assuring health, education, and food services for low-
income populations. In 2003, the Bank approved a US$200 million loan for the
consolidation of a social safety net in Ecuador and to provide a countercyclical
financing source for the social safety system. A US$350 million loan was approved
for Mexico to address urban poverty and improve neighborhoods.

+ In 2002, the Bank approved a US$150 million loan to support the third phase of the
Fund for Compensation and Social Development (FONCODES) in Peru, which
provides basic infrastructure services and training for low-income communities. A
US$28.4 million loan was also approved to improve the living standards of the poor
and reduce the risks faced by the most vulnerable groups in Paraguay. The Bank also
approved a US$5 million loan to support the implementation of a new pension
system en the Dominican Republic.

+ In 2001, the Bank approved a US$70 million loan to El Salvador to assist in the
reconstruction of infrastructure damaged by earthquakes in low-income
communities. A US$20 million emergency loan for Peru was also approved to aid in
the rehabilitation of communities in the country’s south, which suffered
earthquake damage. A US$25 million to Honduras was approved to cover the first
phase of multi-phase financing operation that will total US$69 million. Also
approved were a US$32.7 million loan to Nicaragua and a three-country operation
that will provide US$21.8 million each to El Salvador, Guatemala and Honduras to
finance programs to promote the sustainable use and development of natural
resources in priority watersheds to reduce the impact of natural disasters. A US$5
million loan was approved in 2002 to improve the natural disaster management
and reduce the impact of disaster in the Dominican Republic. A US$16 million loan
for reconstruction in areas affected by intense rains in Jamaica was also approved.
The Bank also approved a US$2.8 million loan for the installation of an early warning
system and emergency plans for Bolivia.

+ In 2002, the Bank approved US$500 million in loans for Uruguay to mitigate the
effects of the current economic crisis; US$1.9 billion in financing was approved for
the same purpose for Argentina in 2003. These loans focus on protecting social
spending in priority areas in education, health, and social development.

« In March 2003, the Bank approved a US$1.25 billion social emergency loan for
Colombia to alleviate the effects of the fiscal discipline measures that are part of
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that country’s macroeconomic agreement with the International Monetary Fund.
Among the poverty alleviation programs funded by this loan is the Network for
Social Solidarity, which offers temporary employment to people in extreme
poverty, job training for youths, and subsidies and preventive medical treatment to
low-income families so that their children remain in school. This Network will also
be supported so that it may continue assisting displaced populations, people
affected by violence, impoverished elderly, and ethnic minorities. There is also
financing for the Beneficiary Identification System, an important administrative
procedure for the distribution of social benefits to the poor and the Colombian
Institute for Family Welfare, which provides daycare services and a food program for
poor children, will also receive funding. In addition, in 2003 the Bank approved a
US$400 million loan to support the Colombian government in the improvement of
the coverage, quality, equity and sustainability of the national health and social
safety systems in the medium term.

Pensions

« The Bank approved a US$57 million loan to Brazil for the first phase of a US$188
million project to modernize pension management. A second US$37 million loan
could be approved after the first three-year phase is completed.

+ The Bank approved a US$30 million loan to Nicaragua for structural reform in the
pension sector and to provide financing for its poverty reduction and growth
strategy. The program is structured as a rapid disbursement operation: US$20
million in the first year and US$10 million in the second year.

+ In coordination with the Caribbean Development Bank, the IDB is putting together
a work program to focus on the challenges facing pension system reform in small
developing countries (with specific emphasis on the English-speaking Caribbean
countries). The proposal has been forwarded to the CDB and the Italian Trust Fund
for funding.

« The Bank published a technical note on pension reform in Argentina.
Prevention of Financial Crises

The Bank approved two US$500 million loans for Argentina for a government
program to consolidate structural fiscal reforms and to reform the pension, insurance,
and capital market systems.

Support for Small and Medium Enterprises (SMEs)

The Bank organized a meeting of experts in November 2002 to discuss support for
small and medium enterprises in order to acquire financing and credit in emerging
economies. The event is part of a broad initiative aimed at small and medium
enterprises launched by the Bank in 2001. The initiative’s activities include research,
dialogue promotion, and the dissemination of information. The specific objective of
this meeting was to promote dialogue among experts and technicians to enable the
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exchange of experiences around key topics at the international level that affect SMEs’
access to financing and capital. The meeting examined the impact of financial sector
development on the financing of SMEs.

Initiatives to Expand Coverage of
Water and Sanitation Services

« The United Nations’ Millennium Development Goals adopted in 2000 call for a
significant increase in the number of people with access to water and sanitation
services. This objective was broadened during the Sustainable Development
Summit in Johannesburg to also include reducing by half the proportion of persons
who lack access to basic sanitation services. Achieving the water and sanitation
goals is a great challenge for the region. It is estimated that 75 million persons lack
access to clean water and that 116 million lack access to sanitation services.
Investment requirements to broaden water and sanitation services are estimated at
approximately US$150 billion. The IDB is developing initiatives to help the region
reach those development goals. To that end, it has developed operational
guidelines for the application of its Public Services Policy with respect to water and
sanitation. In addition, the Bank has also developed subregional strategies to
strengthen efforts in this sector. The specific objectives of those strategies include;
(1) increasing coverage of potable water and sanitation services; (2) providing
support to the countries as they formulate their plans of action to meet the
Millennium Development Goals; (3) improving the quality of services through
institutional strengthening investments for service suppliers and the development
and strengthening of regulatory frameworks; and (4) promoting long-term
sustainability and efficiency principles.

Bank operations for potable water and sanitation currently in execution total
approximately US$3.8 billion. Of this total, US$2.7 billion went to large-scale loans
to Argentina, Brazil and Mexico. There are currently 30 technical cooperation
operations in execution totaling US$20 million. A large number of the technical
cooperation operations are to provide institutional strengthening to service
providers and to support sector reform processes in countries receiving investment
loans. The Bank has also provided support to the development of regulatory
frameworks that promote private sector participation.

The Bank’s potable water and sanitation portfolio for 2004-2005 totals US$1.3
billion. A large number of projects are intended to improve access to sanitation
services and treat wastewater. Projects in Brazil, Mexico, Barbados, Colombia, Peru
and Trinidad and Tobago are noteworthy.

The Inter-American Teacher Training Program

This program includes the design, production, and execution of a regional program for
distance training for teachers, especially at the secondary level. The proposed program also
develops high-quality modules for distance training and makes intensive use of
information and communications technologies, as well as other media. It includes the
areas of sciences, mathematics, languages, and literacy training techniques for primary
school teachers. The program will work closely with the countries to determine the
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contents, define mechanisms for certification, and ensure optimal use of training materials.
The program is based on best practices in this field and is a decisive effort to improve
educational quality at the secondary level, creating a strategic link in the region’s education
system.

« The Bank’s is financing a US$500,000 technical cooperation project, with US$250,000 in
counterpart funding from Mexico, to design, produce, and execute a regional distance
training program for teachers, especially those at the secondary level. It will make
intensive use of information and communications technologies, and other media. The
resources are being used to further the technical design of the program, make
consultations, consolidate relations with potential partners in the development of the
program, and carry out ongoing consultations with the countries in order to obtain all
the resources needed for the production of a pilot course for distance teacher training
using information technology.

« The first series of training videos and training materials for language and literature have
been completed. Videos on math are being produced.

+ The materials have been evaluated in Argentina and Mexico.

« Talks have been held with various Ministries of Education in the region in order to
schedule the future development of the program.

Volunteer Youth Service in the Americas Program

The goal of the Youth Service in the Americas Initiative (YSAI) is to empower young people
(ages 12 to 24) in three pilot countries so that they may become active citizens who
contribute to building their communities. The purpose of the initiative is to enhance the
capacity of groups and schools to engage youth in service and learning projects in health,
education, environment, and poverty alleviation, as well as to connect them to resources
to develop their own core leadership and citizenship capacities.

The IDB Youth Program (IDB Youth) promoted and funded the development of a
comparative study of the legal situation of volunteers in Ibero-America. This study was
conducted by the Bank’s partner, the Ibero-American Youth Organization, and the results
were published recently.

« As part of the IDB's agenda to support the Summit of the Americas, a US$410,000
technical cooperation was approved for the Youth Service Initiative. The goals of this
initiative are to foster youth service, create more opportunities for volunteers, and
promote public recognition of the contributions made by young volunteers.

IDB Youth has developed an alliance with the Global Service Institute at the University of
Washington in St. Louis, Missouri, to make research in this field available to the region.

« The topic of volunteer youth service was discussed at the Youth Seminars that took
place at the Bank's Annual Meetings in New Orleans (2000) and Fortaleza (2002).
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- IDB Youth is a founding member and supporter of the Global Day for Volunteer Youth
Service. This annual event celebrates, recognizes, and encourages the contributions
made by youths to improve their communities through voluntary service. 200,000
youths from 22 of the 26 member countries participated in the Global Day for Voluntary
Youth Service.

« In May 2003, the Bank sponsored a seminar on social capital through volunteer youth
service, which took place in Santiago, Chile.

HIV/AIDS Program

This program aims to contribute to the fight against HIV/AIDS through collaboration with
PAHO, WHO, UNAIDS, the World Bank, and other international agencies, and through
financial and technical assistance for prevention activities. Core areas are access to
medicine; preventive measures, with an emphasis on reducing mother-child transmission;
human rights of people living with HIV/AIDS; and promoting participation of the private
sector in the HIV/AIDS agenda.

« The Bank finished a study on the financial resources necessary for AIDS programs in Latin
America and the Caribbean.

« The Bank participated in United Nations General Assembly Special Session on HIV/AIDS
(UNGASS) in June 2001.

« The Bank reformulated existing loans for Guatemala and Honduras to include AIDS
components.

« The Bank promoted the creation of a HIV/AIDS sub-group, as part of the Shared Agenda
(PAHO, World Bank, IDB) to improve inter-agency coordination on AIDS-related

activities.

« The Bank participated with other regional banks in a meeting with the Global Fund to
discuss the participation of banks in the Fund’s work.

« The Bank designed and approved three AIDS technical cooperation operations for a
total of US$1.6 million.

+ The Bank promoted the inclusion of a HIV/AIDS component in the Puebla-Panama Plan
initiative.

« The Bank supported efforts for institutional strengthening and development of
HIV/AIDS prevention mechanisms in excluded populations in the Southern Cone. These
programs were implemented by different NGOs of people living with the disease.

Program for Dignified, Active, Productive, and Healthy Aging

This program has implemented an agenda that includes technical assistance for the
development of policies, programs, and projects that contribute to the successful
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(dignified, active, productive, and healthy) aging of population in the region; the
promotion of awareness and of a new positive culture of aging; the training of different
sectors; and, a dialogue with civil society organizations.

- Support for the Development of Policies for Successful Aging. With support from the
Swedish Fund, the “Gateway for IDB Decisions for Successful Aging” was completed in
April 2003. It consists of a set of instruments to facilitate the use of information relevant
to policy decisions. Training in its use began during the INDES Course on Policy
Management for Successful Aging and support was provided to authorities in charge of
the sector and civil society organizations in Argentina, Chile, and Peru on how to
implement it. It is scheduled to be implemented in 2004 in other countries that have
expressed an interest.

« Economic Security: The Bank organized a Workshop on Economic Security for the Elderly
during the Second World Assembly on Aging called by the United Nations (Madrid,
April 2002). This event was co-sponsored by the Spanish Organizing Committee of the
World Assembly, the ECLAC, Help Age International, and the Spanish Secretariat for
Ibero-American Cooperation. It resulted in a proposal for improving the economic
security of the elderly in Latin America and the Caribbean, in line with the commitments
approved at the World Assembly. In order to facilitate implementation of that proposal,
there was a meeting of experts in Panama in April 2003 — together with the ECLAC, the
ILO, and the UNFPA — that came up with a work plan centering on expanded coverage
of the systems for social protection and the expansion of credit for micro and small
intergenerational undertakings and those for the elderly. Specific projects in the areas of
employment, retirement, productivity, and competitiveness for the elderly and access to
credit were drawn up. Five countries (Argentina, Chile, Colombia, Peru, and the
Dominican Republic) submitted project profiles for elderly and inter-generational
undertakings to the Bank. The proposals are currently being studied. Funding is being
arranged for 2004 for a technical cooperation and credit program that would foster
inter-generational actions for the production, distribution, and conservation of low-cost
assistive technologies (e.g. canes, walkers, wheelchairs, safety railings, adapted utensils)
that are accessible to low-income groups.

- Strengthening of Civil Society Organizations for the Elderly. The Program to Support the
Organizations of the Elderly, approved in January 2002, is still under execution with
active participation in national networks of the elderly in Argentina, Chile, Peru, and
Uruguay and with sub-regional activities managed by the Red Tiempos organization (a
regional network of organizations and NGOs of the elderly with affiliated networks in a
number of countries of Latin America and the Caribbean). It is creating a platform of
alternative services for its affiliated networks. The Program also began to prepare loan
profiles to be submitted to the Bank. Funding sources are being identified in order to
support a similar effort in the Andean and Central American countries.

« The Environment for Successful Aging: To support multisector prevention of disability in
the elderly and to facilitate their accessibility in urban surroundings, a Workshop on
Urban Development for Accessibility and Prevention of Disability was held in October
2003 with the participation of Finnish and Latin American experts (in universal design,
accessibility, and safety in urban surroundings and housing for mobility, physical activity,
and exercise for the elderly and disabled persons) and of Bank specialists in urban and
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local development and transport. Concrete recommendations came out of the
workshop for incorporating criteria and specific norms in projects financed by the Bank
in these fields. The workshop also resulted in specific agreements for the inclusion of
these criteria in the Program for the Rehabilitation of the Center of Sdo Paulo and two
municipal development programs in Honduras. A course has been scheduled for 2004
for municipal authorities, planners, and urban services and transport managers on
accessibility.

« Attention for Dependent Elderly Persons: The design of a proposal for a regulatory system
for homes for the elderly in Uruguay was completed in late 2001. A technical note was
prepared in 2003 that proposes policies and approaches for “aging at home” through
multisector policies and interventions, and will be published in early 2004. Funding for a
pilot project is being arranged.

« Human Resources Development: In a joint effort between the Bank and INDES, the First
Course on Policy Management for Successful Aging was imparted in 2003 to train 28
professionals and leaders from the public sector, civil society, and academic institutions
of 14 countries of the region. A new program for labor training for the elderly through
third-age universities and for the formation of leaders in matters of successful aging is
being prepared. It is geared to professionals and the public sector, civil society, and the
private sector. It is expected to be approved in early 2004.

« Direct Support for Initiatives of Member Countries of the Bank: An analytical technical note
on the situation of the elderly in Bolivia was completed in 2002. The Bolivian Government
requested technical assistance in 2003. In 2003, work began on a technical note about the
elderly in Colombia and, at the request of the public authorities and civil society
organizations for the elderly, there was a country mission to establish initial contacts. A
technical assistance program in this field is expected to begin during the first quarter of
2004. For 2004, it is expected that technical notes will be finalized on the situation of the
elderly in Chile, Brazil, and Panama. Among the outputs of the Program to Support
Organizations of the Elderly are project profiles (loans or technical cooperation) that are
being prepared by the relevant authorities in Argentina, Chile, and Uruguay.

« Promotion of a New Culture for Aging: In 2002, work began with the Latin American
Association of Advertising Agencies (ALAP), which will implement a series of activities
geared towards conducting media campaigns about appreciating and respecting the
elderly. At the seat of the World Advertising Festival in Gramado, Rio Grande do Sul,
Brazil, sponsored by the ALAP in June 2003, there was a competition for campaigns to
promote appreciation of the elderly and prizes valued at US$2,500 financed by the Bank
were awarded. Also in 2003, contacts with the Association of Sports Equipment
Manufacturers were renewed and opportunities for going ahead with joint promotion
of active old age were identified.

« Information and Dissemination: The IDB web page on Successful Aging was made avail-
able to the gerontological and elderly community in late November 2003. It offers a
series of tools and information resources to support the implementation of policies and
programs in the region.
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Comprehensive Program for
Community Development of Excluded Groups

This program allows for financing new comprehensive community development projects
focused on marginalized communities (e.g. indigenous and Afro-Latin communities).
Emphasis has been placed on the use of an initial analysis and evaluations, and on
consultation and participation methodologies that ensure proper representation of the
population, as well as their ownership of the projects. The projects are executed in a
decentralized manner and are based on social participation.

« The Bank is implementing the Action Plan for Combating Social Exclusion, approved in
2002.

« The Sustainable Development Department (SDS) completed two best practice studies
on community consultation and participation.

+ The Bank drafted operational guidelines for ethno-engineering.

« The Bank sponsored a seminar titled “Indigenous Development in Mexico and Central
America”

« The best practice study Community-Driven Rural Development. What Have We Learned?
was published in October 2003. This paper deals with the design and execution of
community projects. Two technical studies were published in 2002: Agricultural
Biotechnology and Rural Development in Latin America and the Caribbean, Implications for
IDB Lending, and El acceso a la tierra en la agenda de desarrollo rural. A book on the same
subject was published in 2002, titled Promising Practices in Rural Financing which is
available in Spanish as well.

+ The Bank approved a loan for the comprehensive development of indigenous commu-
nities in Chile.

« Regional technical cooperation for an ethno-tourism program with indigenous
communities in Central America (a component of the Puebla-Panama Plan) was
approved.

+ The Indigenous Fund financed five projects for indigenous development.

« The Bank approved a technical cooperation program to revise Colombian legislation so
that it reflects the needs of indigenous legal systems.

« The Sustainable Development Department published the study Social Investment Funds
and Indigenous Peoples in June 2001.

« The Bank is considering a proposal for technical cooperation in bilingual intercultural
education.

« The Inter-American Institute for Social Development carried out a special training
exercise in social management for indigenous leaders in May 2001.
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Program to Train and Incorporate Youth
into the Entrepreneurial Sector

The general objective of the project has been to improve employment possibilities for
disadvantaged youth (16 to 29 years of age) in the region, placing emphasis on information
technology. The program establishes alliances between NGOs, firms, and IT programmers
in order to help train youth and place them in work situations where they can utilize
information technology, benefit from lessons learned, and promote better practices that
are obtained as the project develops.

The Multilateral Investment Fund and the International Youth Foundation have created
a US$20 million program —Entra 21— to co-finance youth employment projects in
information technology through grants ranging from US$300,000 to US$700,000 for up
to 40 nonprofit organizations by mid-2004. Within this frame, the project contributes to
creating job opportunities for the youth of Latin America and the Caribbean.

The Program Youth Employment: Technologies in the Work Place was approved in July
2001. The program is now being actively promoted in the region and is accepting
funding proposals from NGOs to carry out its activities.

Program for Legal Security and
Sustainable Development of Indigenous Lands

In projects for cadastre and regularization of land ownership, the Bank is increasing its
assistance for the demarcation, regularization, registry, and titling of indigenous lands
(including projects in Peru, Costa Rica, and Belize). It is also facilitating the development
of productive activities and the strengthening of the management of those territories
using criteria of sustainability (taking indigenous customs and uses into account). With
this approach, the Bank approved a number of projects, among others in Honduras,
Panama, Chile, and Ecuador, to support the local development of indigenous
communities in order to strengthen legal security and the sustainable management of
natural resources. The most significant of these projects is the Program for
Comprehensive Development of Indigenous Communities in Chile.

Another innovative project that supports the territorial development of indigenous
communities and peoples of African descent was approved in Honduras. The
methodology for ethno-engineering will be applied in the design and execution of
community infrastructure.

Within the framework of meetings of the tripartite consultation (which is taking place
under the auspices of OLADE) between oil and gas firms, governments, and
environmental and indigenous organizations, guidelines are being prepared for
environmental and social prequalification for blocks to be bid on for oil and gas in
indigenous territories. Also under the auspices of OLADE, the Bank organized and
financed a training course for indigenous professionals on environmental and social
issues related to oil and gas exploration projects.

Support is being provided for the design of an innovative pilot project for gas
exploration in indigenous territories in Ecuador, with a view to having a joint venture
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between the Ecuadorian indigenous firms that were awarded the concession and a
consortium of Canadian indigenous firms.

A number of technical cooperation operations to support the creation of innovative
financial mechanisms for the development of indigenous businesses have been
approved, including a fund to support ethno-tourism initiatives in indigenous
communities in Central America and a project to support ancestral mechanisms of
reciprocity and trade in indigenous communities in the north of Ecuador.

The Indigenous Peoples and Community Development Unit of the Sustainable
Development Department (SDS/IND) has created a comparative database of all
indigenous legislation from all the countries of Latin America that is organized by topic,
comparing them with international norms. With resources from the Norwegian Fund
and in collaboration with the Inter-American Institute for Human Rights, a program is
being designed to disseminate this tool among government organizations, parliaments
(through the GLIN program), and indigenous organizations.

In the framework of the methodological tools that use a Geographic Information System
(GIS) and with support from Swiss cooperation, software is being designed for mapping
and making the cultural use of the territory compatible with environmental and physical
characteristics. The Bank held training workshops on this innovative methodology and
it is being applied in a number of projects for territorial planning and zoning.

The Sustainable Development Department (SDS) held a number of seminars and
published several technical studies on: Indigenous Peoples and Poverty, Land Titling and
Indigenous Peoples, and Social Investment Funds and Indigenous Peoples, as well as
technical studies on issues of education, health, and indicators for well-being and
poverty in indigenous communities. A number of best practice studies based on
participatory models for indigenous development were also completed.
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V. Connectivity and Technological Development

The Bank continues to support its member countries in the use of information and
communications technology (ICT) and the dissemination of knowledge. These are
important tools to promote sustainable economic growth, reduce poverty and promote
equity. Because of its crosscutting nature, ICT is a common tool in many projects financed
by the Bank as well as in national efforts to reach the Millennium Development Goals. As
this section will show, the Bank’s lending activity in this area has increased substantially. The
Bank's new package of strategies takes information and communication technology into
account in all the areas covered.

Summit Mandate:
Infrastructure and Regulatory Environment, Connectivity, Education

Declaration of Connectivity

We are committed to promoting the development of the telecommunications infrastructure needed to support and
enhance all sectors of society and the economy and will seek to provide affordable universal access. We agree to promote
the modernization of the telecommunications sector, noting the leading role of the private sector in deploying
infrastructure and services, and bearing in mind the legal framework of each country and the social, political, economic
and cultural needs of our populations, particularly those of developing countries and remote regions. We will devote
special attention to capacity building in areas of human resource development, particularly health, education, the
environment, and to strengthening the democratic process.

Our governments will cooperate with each other and promote cooperation with sub-regional, regional and multilateral
organizations, civil society, and the private sector to achieve the objectives of this statement and to encourage horizontal
cooperation and share best practices to take full advantage of the benefits of the new economy.

Bank-supported Activities

- The IDB, the International Telecommunications Union (ITU), the Inter-American
Telecommunications Commission (CITEL), and the Regional Technical Commission on
Telecommunications of Central America (COMTELCA) are collaborating in the Puebla-
Panama Plan and coordinating development and telecommunications efforts in the
region. This includes enhancing Latin American and Caribbean regional participation in
the World Telecommunication Development Conference (2002) and the World
Summits on the Information Society (2003 in Geneva and 2005 in Tunis); both events are
being organized by the ITU.

The Bank supports the development of digital strategies for a number of countries in
Latin America and the Caribbean and has operations underway in Uruguay, the
Dominican Republic, Chile, Costa Rica, and Bolivia. It has also published two manuals to
help define and design strategies to promote e-government (Manualgob) and
government strategies for promoting e-commerce (Manual gob/CE).
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IDB Strategic Programs

« With the creation of a pooled donor fund for ICT for development, the Bank is
strengthening its capacity to undertake studies, seminars, and pilot projects that
enhance project design. With financing from the Bank’s Multilateral Investment Fund
(MIF), the ICT4BUS program supports the ICT initiatives of small and medium sized
firms to increase productivity and improve competitiveness.

Program for Regulatory Initiatives to Promote Connectivity

The objective of this program is to strengthen the capacity of the governments of the
region to develop legal and regulatory frameworks and to facilitate access to and the use
of new information and communication technologies. Forums on regulatory issues are
currently underway to assist countries in addressing key regulatory issues and
implementing necessary changes in the area of regulation of new information and
communication technology in the knowledge economy.

« The first meeting of telecommunications authorities in the context of the Puebla-
Panama Plan (PPP) to address key issues in ICT regulation in Meso-America was held in
El Salvador in November 20071. The process will continue with the organization of a series
of consultative meetings to discuss and propose regulatory changes to enhance
competition and access to information and communication services in the region. This
work will be supported by technical assistance to PPP countries.

A consultative meeting with the private sector was held in October 2002 in El Salvador.
It addressed the regulatory issues involved in establishing regulatory and other incentives
for the construction of an integrated broadband fiber optic network in the PPP region.

A technical cooperation with MIF resources was approved to contract and begin
specialized consultancy work on regulatory issues. The final product will be a proposal
for regulatory harmonization for the Puebla-Panama Plan countries, with a view to giving
incentives to private investment in the broadband infrastructure project.

Telecenter Program for Rural Connectivity

The Bank has prepared a US$200,000 regional technical cooperation operation
(“Telecenters for Community Development”) that will support the preparation of a
methodology for implementing telecenters in Latin America and the Caribbean. It will also
finance the implementation of pilot programs in three selected Latin American countries
and set up a technological platform to support various telecenters initiatives in the region,
including providing digital service for operations and administration.

« Anumber of working groups have been created in cooperation with other organizations
and civil society in order to carry out the regional projects for universal access to the

Internet.

« The Bank has approved four loans for projects with major telecenter components:
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- Expansion of technological capacities in poor communities (innovation loan, US$5
million);

- Information and communication technology project (US$25 million) in Guyana;
- Information and communication technology project (US$25 million) in Jamaica;

— Institutional Development Project for the Information Society with a major
component of telecenters, in the Dominican Republic.

Connectivity Program for Excellence in Higher Education

The program supports initiatives for the application of information and communication
technologies (ICT) in higher education in the region. The program continues to promote
the development of educational material, the creation of digital libraries, education for
work, the expansion of higher education, the modernization of educational agencies, and
the training of teachers with ICT-intensive materials. The goal is to take advantage of the
capabilities of information technology to promote excellence in higher education.

« The Project “Virtual Center for the Development of Quality Standards for Higher
Education in Latin America and the Caribbean” is currently in execution. It involves a
US$200,000 regional technical cooperation to develop the basis for a quality standards
system for distance learning higher education programs in Latin America and the
Caribbean (Virtual Center). A preliminary validation was made through consultations
and pilot tests in distance learning. The program includes the participation of the
Consortium-Network for Distance Learning (CREAD), the Ibero-American Association
for Higher Distance Education (AIESAD), and the private technical University of Loja,
Ecuador.

Program for the Democratization of Information Technology

This program offers disadvantaged youth access to training in information technology, the
Internet, and civics education. The latter element includes topics such as of human rights,
nonviolence training, health, and environmental responsibility, and is adapted to the needs
of each community. The proposal is based on the CDI program in Brazil (Committee for
Democratization of Information of Brazil) and recognizes that, with the appropriate tools,
a large number of youth living in marginal areas can make important contributions to their
own well-being and to their communities.

+ The CDI Americas alliance is made up by CDI Brazil, the Young Men’s Christian
Association (YMCA), Microsoft, and the Bank's Youth Outreach and Development
Program (IDB Youth).

+ The CDI Americas program has set up 62 information technology schools (ECI) in

Colombia, Mexico, Uruguay, Guatemala, Honduras, Chile, and Argentina. A total of 367
schools have been set up in Brazil.
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« A regional technical cooperation operation (US$250,000) has been approved to
strengthen the institutional capacity of CDI Americas and its ability to prepare,
strengthen, and implement a regional strategy.

« The Rio Informatico Program was approved in June 2001. The Multilateral Investment
Fund contributed US$860,000 in funding for this project.

Publication design by Design Unit ITS/GSV
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