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THE INTER-AMERICAN DEVELOPMENT BANK 

The Inter-American Development Bank, the oldest and largest 
regional multilateral development institution, was established in 
December of 1959 to help accelerate economic and social devel
opment in Latin America and lhe Caribbean. 

The Bank was created in response to a longstanding desire 
on the part of the Latin American nations for a development in
stitution that would focus on the pressing problems of the region. 
A resolution calling for the creation of such a bank was adopted 
at the First Inter-American Conference, held in Washington, D.C. 
in 1890. In 1958 President Juscelino Kubitschek of Brazil pro
posed that the countries of the Hemisphere embark upon a bold 
cooperative effort to promote the economic and social develop
ment of the region. His proposal received support throughout the 
Hemisphere and shortly thereafter a special committee of the Or
ganization of the American States drafted the Articles of Agree
ment establishing the Inter-American Development Bank. 

The Bank's original membership included 19 Latin Ameri
can and Caribbean countries and the United States. Subsequently, 
eight other Western Hemisphere nations, including Canada, joined 
the Bank. From the beginning, lhe Bank developed links with 
many industrialized countries on olher continents and in 1974 
the Declaration of Madrid was signed to formalize their entry into 
the Bank. Eighteen nonregional countries joined the Bank be
tween 1976 and 1993. Today Bank membership totals 46 na
tions. The Inter-American Investment Corporation (IIC), an au
tonomous affiliate of the Bank, was established to promote the 
economic development ol its 34 member countries by financing 
small and medium-scale private enterprises. 

In its 37 years of operations, the Bank has become a major 
catalyst in mobilizing resources for the region. Its principal func
tions are to utilize its own capital, funds raised by it in financial 
markets, and other available resources, lor financing the develop
ment ol the borrowing member countries; to supplement private 
investment when private capital is not available on reasonable 
terms and conditions; and lo provide technical assistance for the 
preparation, financing, and implementation of development 
projects. 

In carrying out its mission, the Bank has mobilized financ
ing for projects that represent a total investment of S218 billion. 
Annual lending has grown dramatically from the $294 million in 
loans approved in 1961 to $6 billion m 1997. 

The Bank's operations cover the entire spectrum of eco
nomic and social development. In the past, Bank lending empha
sized the productive sectors of agriculture and industry, the physi
cal infrastructure sectors of energy and transportation and the 
social sectors of environmental and public health, education and 
urban development. Current lending priorities include poverty 
reduction and social equity, modernization and integration, and 
the environment. 

During the 1960s and 1970s the Bank was a pioneer in 
financing social projects such as health and education; its first 
loan in 1961 was to improve the water and sewage system of 
Arequipa, Peru. The Bank has made an effort to see lo it that its 
lending operations directly benefit low-income populations. Its 
Small Projects Program seeks to provide small financings to 
microentrepreneurs and small-scale farmers and since 1990 the 
Bank has broadened its support to the informal sector. In recent 
years, the Bank has financed sector reform loans and debt reduc
tion programs. In 1995, it began lending up to 5 percent of its 
ordinary capital resources directly to the private sector, without 
government guarantees. 

The financial resources of the Bank consist of the ordinal')' 
capital account—comprised of subscribed capital, reserves and 
funds raised through borrowings—and Funds in Administration, 
comprised of contributions made by member countries. The Bank 
also has a Fund for Special Operations for lending on concessional 
terms in countries classified as economically less developed. An 
additional facility, the Multilateral Investment Fund (MIF), was 
created m 1992 to promote investment reforms and private-sec
tor development. 

In 1994, the Bank's member countries agreed to a S41 bil
lion increase m the Bank's resources. Member countries' subscrip
tions to the Bank's capital fund consist of paid-in and callable 
capital. A paid-in subscription is in the form of a cash payment 
and represents a minor portion of a members subscription (un
der the 1994 agreement, the paid-in portion represents only 2.5 
percent of a member's subscription). The major pan of a member's 
subscription is in the form ol callable capital —or guarantees of 
the Bank's borrowings in the world's financial markets. 

The Bank has borrowed funds for its operations from the 
capital markets of Europe, Japan, Latin America, the Caribbean 
and the United States. The Bank's debt is AAA rated by the three 
major rating services in the United States, and is accorded equiva
lent status in the other major capital markets. 

The Bank's highest authority is the Board of Governors, on 
which each member country is represented. Governors are usu
ally Ministers of Finance, Presidents of Central Banks or officers 
of comparable rank. The Board of Governors has delegated many 
of its operational powers lo the Board of Executive Directors, which 
is responsible for the conduct of the Bank's operations. 

The Bank, whose headquarters are in Washington, D.C, 
has Country Offices in each of its borrowing member countries 
and in Paris and Tokyo. 
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THE COVER. QUISHUACANCHO, PERU. Pío Quilla Colque is part of a maintenance crew servicing an Andean road near Cuzco. 
The road was repaired m 1995 as part of a $250 million rural road improvement program financed by the IDB. Equipment and 
training for local crews encourages community participation in maintaining the roads.. 
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THIRTY-SEVEN YEARS OF OPERATIONS 

Loans, Technical Cooperation, Small Projects 
• The Bank has approved 2,456 loans totaling $84 billion. The total investment in projects financed with the help of the Bank is 
estimated at $218 billion. 

• The Bank has committed a total of $2,734 million for technical cooperation. Of this, $ 1,500 million has been extended on a grant 
or contingent recovery basis. Another $1,234 million in technical assistance loans has been extended. 

• A total of $205.3 million has been approved for the financing of Small Projects. 

Resource Mobilization 
The subscribed capital of the Bank totaled $98.4 billion as of December 31 , 1997. This includes cumulative subscriptions to the 
ordinary capital of $87.5 billion; contributions totaling $9.6 billion to the Fund for Special Operations and $1.3 billion in other 
funds entrusted to the Bank. 
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President's Letter of Transmittal 

INTER-AMERICAN DEVELOPMENT BANK 
Washington, D.C. 

January 28, 1998 

Mr. Chairman; 

Pursuant to Section 2 of the By-Laws of the Inter-American Development Bank, 1 transmit to you the Annual Report 
of the Bank for 1997, which the Board of Executive Directors submits to the Board of Governors. 

The Report contains a brief summary of the economic situation of Latin America and a review of the Bank's 
activities in 1997. 

In addition, the Report contains a description on a country-by-country basis and a regional basis of the Bank's 
various operations—loans, financings for small projects and technical cooperation—on behalf of Latin America's de
velopment; a summary statement of the loans approved in 1997; a series of tables of selected data on the region; the 
financial statements of the Bank, and its general appendices. 

Complying with Article III, Section 3(a), of the Agreement Establishing the Bank, the Report contains separate 
audited financial statements for its various sources of funds. For lhe ordinary capital resources, these are presented 
pursuant to the provisions of Article VIII, Section 6(a), of the Agreement; for the Fund for Special Operations, in 
accordance with the provisions of Article IV, Section 8(d), of the Agreement; for the Intermediate Financing Facility 
Account, complying with Section 5(d) of Resolution AG-12/83 of the Board of Governors; for the Social Progress 
Trust Fund, pursuant to Section 5.04 of the Agreement signed between the Government of the United States and the 
Bank; and for the Venezuelan Trust Fund, in accordance with Article VI, Section 24, of the Agreement signed between 
the Government of Venezuela and the Bank. 

Sincerely yours, 

Enrique V. Iglesias 

Chairman, Board of Governors 
Inter-American Development Bank 
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TABLE I. TEN YEARS OF OPERATIONS, 1988-97 
(in millions of U.S. dollars) 

1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 

CAPITAL 
Subscriptions (End of Year) 

Ordinary Capital 
Fund for Special Operations 
Other Funds 

Total 

BORROWINGS 
Outstanding (End of Year) 
Gross Annual Borrowings 

OPERATIONS 
Loans Authorized (Cumulative)1 

Ordinary Capital2 

Fund for Special Operations 
Other Funds 

Total 

Loans Authorized (Annual)3 

Ordinary Capital2 

Fund for Special Operations 
Other Funds 

Total 

Loan Disbursements (Annual)3 

Ordinary Capital2 

Fund for Special Operations 
Other Funds 

Total 

Loan Repayments (Annual)3 

Ordinary Capital 
Fund for Special Operations 
Other Funds 

Total 

Loans Outstanding 
Ordinary Capital 
Fund for Special Operations 
Other Funds 

Total 

Nonreimbursable Technical 
Cooperation (Annual) 

Fund for Special Operations 
Other Funds 

Total 

FINANCIAL HIGHLIGHTS 
Income 

Loans 
Ordinary Capital 
Fund for Special Operations 

Investments 
Ordinary Capital 
Fund for Special Operations 

Net Income 
Ordinary Capital 
Fund for Special Operations4 

Reserves (End of Period): 
Ordinary Capital 
Fund for Special Operations 

ADMINISTRATION 
Administrative Expenses 

Total - All Funds 

34,083 34,455 40,994 41,063 54,174 54,198 60,864 66,399 80,895 87,557 
8,458 8.458 8,702 8,704 8,667 8,649 8,675 9,751 9,679 9,572 
1,192 1,130 1.172 1,191 1,207 1,256 1.324 1,313 1,352 1,329 

43,733 44,043 50,868 50,958 64,048 64,103 70,863 77,463 91,926 98,458 

14,266 
902 

1,160 

40 
16 

56 

1,221 
ill 

329 
62 

238 
50 

172 

14,630 
1,984 

28,466 30.11.3 
9,733 10,038 
1,426 1,448 

17,273 
1,830 

35,021 
10,475 
1,499 

19,656 
3,428 

39,223* 
11,040 
1.556 

21,390 
5,074 

23,424 
3,941 

25,198 
955 

26,338 
2,746 

26,629 
4,250 

43,818 49,608 
11,381 11,756 
1,571 1,607 

1,474 2,235 
154 342 
54 41 

3,315 
517 
49 

4,734* 
625 
60 

5,534 
459 
30 

5,492 
423 
48 

4,698 6,437 
543 795 
14 16 

1,682 2,618 3,881 5,419 6,023 5,963 5,255 7,248 6,766 

1,942 2,193 
321 311 
65 45 

2,129 2,804 
329 296 
49 51 

2,781 3,336 
387 381 
27 15 

2,626 
400 
14 

4,255 3,696 
541 600 
23 20 

2,328 2,549 2,507 3,151 3,195 3,732 3,040 4,819 4,316 

1,222 1,375 1,888 1,873 2,101 2,435 3,152 2,596 

14,342 15,281 
5,544 5,631 
578 534 

44 
17 

48 
9 

99 
41 

41 
10 

87 
17 

77 
34 

90 
25 

87 
26 

61 57 140 51 104 111 115 113 

1,165 
103 

370 
73 

221 
48 

1,418 
126 

449 
74 

341 
47 

1,675 
158 

529 
61 

394 
131 

1,620 
128 

547 
59 

382 
85 

1,864 
126 

482 
54 

395 
88 

3,070 3,296 
559 546 

3,711 4,062 4,360 4,758 
539 539 552 534 

1,916 
138 

337 
37 

369 
89 

5,303 
534 

1,977 
131 

654 
49 

521 
84 

2,012 
135 

431 
31 

364 
82 

5,969 6,072 
531 628 

186 206 222 257 275 294 330 330 

27,331 
5,569 

56,242 63,512 66,088 68,708 
12,269 13,011 13,363 13.580 
1,621 1,636 1,648 1,722 

39,625 41,599 46,995 51,819 56,770 62,971 70,132 78,159 81,099 84,010 

6,376 5,649 
374 283 
16 85 

6,017 

4,958 
493 
17 

5,468 

850 935 1,069 1,440 1,504 1,788 2,099 2,852 2,287 2,244 
232 219 229 340 299 270 301 262 273 274 
78 68 77 108 70 43 35 38 36 40 

2,558 

17,728 19,260 20,098 22,179 24,478 26,581 26,028 27,301 
5,747 5,716 5,818 5,932 6,043 6,284 6,547 6,734 

489 432 378 337 303 271 241 209 

20,464 21,446 23,964 25,408 26,294 28,448 30,824 33,136 32,816 34,244 

88 
21 

109 

2,044 
135 

455 
27 

415 
77 

6,307 
598 

342 

1 Net of cancellations. Includes currency translation adjustments. 
2 Net of private sector syndications. 
'Based on original amounts in U.S. dollar equivalent. 
4Income before Technical Cooperation expense. 
"Includes loans totaling $1,711.8 million which were conditionally authorized under resolutions that did not enter into effect until January 1992. 



PEREIRA, COLOMBIA. A four-lane bridge across the Otún River, built with reinforcing steel to withstand earth
quakes, has alleviated traffic bottlenecks between Medellín and Cali. The bridge was financed in part by a $300 
million IDB loan in 1992 for highways and rail improvements. 



LATIN AMERICA 
AND THE CARIBBEAN 

IN 1997 

During 1997 the region's economic expansion 
strengthened while inflation declined, private capital 
inflows increased and domestic investment rose. In 
many countries of the region equity and bond mar
kets boomed. For the first time since 1989 unemploy
ment fell in the region, mainly reflecting substantial 
reductions in unemployment in Mexico and, espe
cially, Argentina. 

Toward the end of 1997 the financial crisis that 
had afflicted Southeast and East Asia since the begin
ning of the year spilled 
across financial markets 
around the globe, includ
ing Latin America. At the 
end of the year Asian finan
cial markets remained tur
bulent, with great uncer
tainty about the extent of 
the macroeconomic fallout 
from the crisis for the world 
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economy. 
As the year came to a 

close, however, Latin Ameri
can financial markets gen
erally showed signs of re
covery while Brazil, the 
most affected of the regions 
economies, had mounted a convincing policy response 
to the crisis. There thus appears good reason to ex
pect that the effects on Latin America of the financial 
crisis in Asia will be manageable, though it also seems 
clear that the crisis will result in a more challenging 
global macroeconomic and financial environment dur
ing 1998. 

Growth Increased and Unemployment Declined 

The region grew by 5.2 percent in 1997, the second 
most rapid rate of growth since 1980. This relatively 

robust growth was propelled, in substantial part, by 
rapid economic growth in Argentina and Mexico, 
where real GDP grew 7.8 and 7.1 percent, respec
tively. Growth in these two countries reflects strong 
recovery from the recession of 1995. But relatively 
rapid growth was also widespread in the region. 

In Brazil the growth rate rose from 3.0 percent 
in 1996 to 3.5 percent in 1997, as authorities em
ployed tight monetary and credit policies to prevent 
further increases in the external imbalances. As dis

cussed in more detail be
low, in the last quarter of 
the year Brazil was affected 
by the global financial tur
moil associated with the 
Asian financial crisis, and 
responded with a substan
tial tightening of monetary 
and fiscal policy. This re
sponse succeeded in calm
ing financial markets, but 
led the country to a marked 
slowdown in economic ac
tivity in the final months of 
the year. 

1 6 8 T . 1 -

In countries other 
than Argentina, Brazil and 

Mexico, the average rate of growth rose from 2.6 per
cent in 1996 to 4.4 percent in 1997. More rapid 
growth was widespread; the growth rate increased in 
20 countries, and exceeded 4 percent in 14 countries. 
Only one country, Jamaica, experienced recession in 
1997, though growth fell short of 3 percent in Barba
dos, Belize, Costa Rica and Haiti. 

Reflecting the recovery of economic activity, 
unemployment in the region fell for the first time since 
1989. The most dramatic decline occurred in Argen
tina where, reflecting the country's rapid recovery, the 
rate of unemployment fell from a peak of over 18 per-
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Real CDP Growth in Latin America, 1970-97 
tin percent) 

I LdL 

70 72 74 76 78 80 82 84 86 88 90 92 94 96 

TABLE II. THE EXTERNAL ENVIRONMENT 
(In percent) 

Actual 
1996 

Real GDP growth 
Advanced economies 
Developing economies 

Growth rate, real imports 
Advanced economies 
Developing economies 

Short-term interest rates 
Dollar 
Deutsche mark 
Yen 

Commodity prices 
(Percent change) 

Oil 
Non-fuel 

2.5 
6.4 

6.1 
8.0 

5.6 
0.7 
3.3 

18.9 
-1.3 

Projections 
1997 

2.9 
5.9 

5.9 
0.6 
3.4 

-5.9 
-3.6 

1998 

2.4 
4.9 

6.0 
6.7 

6.3 
0.9 
4.2 

Source: IMF, Interim Assessment of the World Economic Outlook. 
Dec. 1997. 

cent during the 1995 recession to under than 14 per
cent in the second half of 1997. Unemployment has 
also fallen sharply in Mexico, from 6.3 percent of the 
labor force in 1995 to 3.2 percent in 1997. Unem
ployment also fell, though less dramatically, in another 
seven countries. 

Strong Investment and Exports 

Real investment grew strongly in most of the region, 
increasing by an average of more than 10 percent, rais
ing the share of real investment in GDP by roughly 1 
percent. On average, real investment has grown from 
just over 16 percent at the beginning of the 1990s to 
almost 21 percent of GDP in 1997. Real investment 
grew a dramatic 26 percent in Argentina, and ex
panded nearly 20 percent in Ecuador, Dominican 
Republic, and Mexico. Investment surged despite rela
tively modest growth and high real interest rates, due 
in part to investments by newly-privatized enterprises. 

Exports were also dynamic in 1997, rising by 
about 10 percent at constant prices, and roughly 12 
percent in U.S. dollar terms. Reflecting the expansion 
in economic activity and demand, imports grew rap
idly as well, leading to an increase in the region's cur
rent-account deficit that is discussed in more detail 
below. 

The External Environment 

Despite the turmoil in Asian financial markets, the 
external environment was relatively favorable for the 
region during most of the year. Economic growth in 
(he advanced economies increased from 2.5 percent 
in 1996 to nearly 2.9 percent in 1997, offsetting a 
slight reduction of growth in the developing econo
mies. 

World trade continued to expand at a relatively 
rapid pace; advanced-economy imports grew nearly 
8 percent in real terms while real imports of the de
veloping economies grew by more than 8 percent. 
Short-term interest rates rose slightly in the United 
States, while remaining approximately unchanged in 
the other major currency areas. 

According to recent IMF projections, during 
1998 economic growth is expected to slow by about 
0.5 percentage points in the advanced economies and 
a full percentage point in the developing economies, 
reflecting in large part the anticipated impact of the 
Asian financial crisis. This is expected to be accompa
nied by a slowdown m the growth of world trade, a 
small increase in short-term interest rates, and fur
ther declines in commodity prices. All these develop
ments are adverse for the region, but the anticipated 
changes are modest and if the projections are borne 
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Unemployment in Latin America, 1980-97 
(Percent of labor force) 
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out, the world economic and financial situation will 
remain relatively favorable by historical standards. 

The Asian Financial Crisis 

During 1997 a number of Southeast and East Asian 
economies fell into major economic and financial cri
ses. The crisis began with Thailand in January, and 
spread to Indonesia, Malaysia, the Philippines and, 
briefly, Hong Kong, in mid-year. Toward the end of the 
year South Korea also fell into crisis. These crises were 
met with unprecedentedly large financial rescue pack
ages, amounting to roughly $17 billion for Thailand, 
$40 billion for Indonesia, and over $55 billion for South 
Korea. 

Until mid- to late October, the financial turbu
lence was mainly confined to these Asian economies 
and the Czech Republic and Slovakia, where fragile 
banking systems produced concern among interna
tional investors earlier in the year. Latin America, in 
particular, was largely unaffected—indeed, through 
the end of October several Latin American economies 
experienced boom conditions in local stock markets 
and in the prices of their external debt. Between the 
end of 1996 and mid-October, 1997, equity markets 
soared in much of the region, and the spread between 
Latin American Brady bonds and U.S. Treasury bonds 

declined dramatically, representing a major improve
ment in the perceived creditworthiness of Latin Ameri
can borrowers. During the same months, as described 
in somewhat more detail below, the region was expe
riencing record capital inflows. 

In mid-October the Asian financial crisis spilled 
over into financial markets around the globe, affect
ing both industrial and developing economies, includ
ing Latin America. Local equity markets dropped pre
cipitously and debt prices briefly collapsed. As Table 
III indicates, the spread on Latin American Brady 
bonds roughly doubled at the worst of the turmoil, 
which occurred in mid-November. 

Brazil was the Latin American country most af
fected by the crisis. International investors focused 
on the country's relatively large external and fiscal 
deficits, and an anti-inflationary strategy that relied 
upon high interest rates and a strong exchange rate. 
The result was a decline in asset prices and pressures 
on the foreign exchange rate. The Brazilian authori
ties responded to the pressures with a major contrac
tion of monetary policy—bringing short-term inter
est rates to roughly 40 percent per year, or over 30 
percent in inflation-adjusted terms—and a fiscal con
traction equal to roughly 2 percent of GDP At the end 
of 1997 these measures appear to have contributed to 
a restoration of confidence—Brazilian equity and ex-
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ternal debt markets have recovered significantly since 
mid-November and the foreign exchange market has 
stabilized, despite a gradual reduction in domestic 
interest rales. However, the policy measures appear 
to have taken a loll on demand and economic activ
ity, which is likely to continue into the coming year. 

In olher countries of the region the crisis ap
pears to have had smaller and more transitory effects. 
In Argentina equity and bond markets declined steeply 
in October and November but have since recovered 
to roughly the levels reached at the beginning of 1997. 
In sharp contrast with the "Tequila" shock of 1995, 
there has been no flight from the Argentine banking 
system; indeed, bank deposits have risen continually 
through the crisis, thus obviating the risk of a debili
tating credit contraction similar to the 1995 crisis. 
Mexican markets, too, were hard hit by the crisis, but 
have since recovered substantially. The impact of the 
Asian crisis on financial markets was substantially 
smaller in most countries of the region than in these 
three, and unless the crisis has larger effects on global 
capital flows than arc now forecast, it appears that 
linancial turbulence associated with the crisis in Asia 
will have relatively minor effects on economic pros
pects lor 1998 in most countries of the region. 

However, nonfinancial spillovers may be more 
important for some countries of the region. The sharp 
slowdown in Asian economic activity has been asso
ciated with very substantial declines in the prices of 
many industrial commodities, including in particular 
oil, pulp and paper, and copper. In several countries 
of the region, notably Chile, Mexico, Peru, and Ven
ezuela, the associated adverse movement in the terms 
ol trade is likely to affect economic outcomes in 1998, 
and the associated decline in fiscal revenue has al
ready led to important fiscal retrenchments in some 
countries, notably Mexico. At the same time, the con
traction of Asian demand, and the sharp depreciation 
of several Asian currencies ma}1 place addiiional pres
sures on Latin American exports, as Asian demand 
for Latin American exports declines and the ability of 
Asian exporters to compete with Latin Americans in 
industrial country markets rises. 

TABLE III. LATIN AMERICA AND THE ASIAN 
FINANCIAL CRISIS 
(Stripped Brady-bond spreads, in percent) 

Dec. 
1996 

Mid-Oct. Mid-Nov. Mid-Dec. 
1997 1997 1997 

Argentina 
Brazil 
Peru 
Mexico 
Venezuela 

6.51 
6.23 
n.a. 

5.64 
3.89 

3.75 
3.86 
2.67 
3.26 
2.35 

7.61 
8.06 
6.40 
6.14 
5.11 

6.03 
6.17 
4.65 
4.83 
4.56 

Sources: IDB estimates and Bloomberg data services. 

of GDP The regional total reflects net repayments of 
official credit of about $8 billion, which implies that 
private capital flows to the region amounted to almost 
$80 billion, or roughly 4.5 percent of the regions GDP 

Net capital flows to Argentina and Mexico in
creased substantially during 1997, though flows to 
these two countries remained at about half their 1993 
peak. Flows remained very high to Brazil until late in 
the year when the country experienced a brief inter
ruption of capital inflows in the context of the inter
national financial turbulence associated with the Asian 
financial crisis. For the year as a whole, net capital 
Hows to Brazil are estimated to have amounted to $23 
billion, down nearly $10 billion from the previous 
year. 

There was a major increase of capital inflows to 
countries of the region olher than Argentina, Brazil 
and Mexico, growing from $18.5 billion in 1996 to 
nearly $26 billion in 1997. This reflects, in part, an 
increase in capital inflows to some of the relatively 
large countries, notably Chile and Venezuela. But it 
also reflects the expansion of access to international 
financial markets that occurred during 1997, when a 
number of smaller countries such as Guatemala and 
Jamaica issued in international bond markets for the 
first time. 

Record Capital Flows Inflation and Fiscal Deficits 

During 1997 capital flows to the region reached the 
record level of over $70 billion, or roughly 4 percent 

Inflation continued to decline in 1997. On a Decem
ber-over-December basis, the median rate of consumer 
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B0X1 

FINANCIAL MARKET REFORMS 

Current efforts to strengthen and modernize do
mestic financial systems have involved a number 
of initiatives. Initiatives to strengthen the banking 
sector, for example, include improving accounting 
standards, disclosure procedures, and loan classi
fication. In addition, recent banking law reforms 
emphasize procedures for consolidated supervision, 
on-site supervision, and methods to ensure the 
appropriate capitalization of banks. Recognizing the 
limited availability of domestic capital, a number 
of countries have also improved incentives to at
tract foreign capital into their banking systems. 
Initiatives designed to develop securities markets 
include new capital market legislation and the 
modernization of existing laws, as well as privati
zation of pension funds. 

A review of the most recent financial market 
reforms undertaken in the region reveals a wide 
spectrum of actions. Mexico's Banking and Securi
ties Commission has implemented a number of 
structural changes since the peso crisis. The most 
important was the introduction in January 1997 of 
new accounting standards. Mexico has adopted the 
U.S. Generally Accepted Accounting Principles 
(GAAP), which affects accounting procedures for 
past-due loans, loan-loss provisions, mark-to-mar
ket of securities and inflation-adjusted accounting. 
Although implementing these new accounting rules 
has significantly increased the amount of past-due 
loans reported for the entire banking system, these 
measures ensure the appropriate measurement of 
bank capitalization. 

In response to the financial crisis of 1994-95, 
Argentina has recently strengthened its methods 
of prudential regulation and supervision. Taking 
an innovative approach, the Central Bank an
nounced that it would not rescue insolvent banks. 
To this end, Argentina has decided to maintain a 
very limited safety net, which includes a fully-
funded, private limited deposit insurance scheme 
that receives no public financing. Liquidity assis
tance to banks is provided through repurchase op

erations, and this facility was expanded significantly 
in 1996 by a $5 billion repo program with a set of 
international banks. Argentina has also been inno
vative in dealing with required capitalization ra
tios. A basic ratio of capital to assets at risk is set at 
11.5 percent, but the value of assets at risk is greater 
than it would be according to the Basle criteria be
cause the Central Bank has included an additional 
interest rate-sensitive factor in the calculation of 
risky assets. Because loans that attract higher inter
est rates are likely to be more risky, the new meth
odology attempts to improve the accuracy of the 
Basle risk weights by introducing an additional fac
tor that rises with the interest rate charged on loans. 

Other countries that have recently under
taken reforms to their financial sector include Chile, 
Colombia, Costa Rica, Ecuador, El Salvador, Haiti, 
Jamaica, Nicaragua, Peru and Venezuela. In Decem
ber 1996, the Superintendency of Banks and In
surance of Peru implemented a new Banking Law 
that addressed capital adequacy requirements, 
credit risks, market risk, consolidated supervision 
and money laundering. Under the new law, banks 
are required to provide consolidated financial re
ports. Improvements in the consolidated supervi
sion of financial groups also took place in Costa 
Rica and Ecuador. During 1997, institutional 
strengthening programs involving training, reorga
nization, and modernization of information were 
carried out in Costa Rica, Ecuador and Venezuela. 
Haiti issued norms for the first time in loan classi
fication and provisioning, credit concentration, and 
cross-ownership of financial institutions. In the 
context of an ongoing financial crisis, Jamaica 
passed several new banking laws that allowed the 
Financial Sector Adjustment Company, the 
governments newly-created financial institution, 
greater scope to intervene in and redress failing 
intermediaries. 

In the area of securities markets, capital mar
kets regulation and supervision improved in Peru, 
Costa Rica, Guatemala and El Salvador. Peru is-
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sued regulations in 1997 for the Securities Market 
Law of 1996, which taken together should lead to 
greater transparency, and better self-regulation. El 
Salvador passed a new Securities Market Law in 
1997 and improved enforcement, splitting off the 
securities market superintendency (as well as the 
pensions superintendency) from a former banking 
and financial institutions superintendency. Costa 
Rica and Guatemala sought to reduce fraud and 
abuse in their OTC markets by setting up public 
securities registries to disseminate information on 
corporate issuers and intermediaries, as well as on 
trading prices and volumes of individual securities. 

Financial market reforms have also reflected 
the increased internationalization of the regions 
banking systems.Over the last few years, in response 
to the limited availability of domestic capital in the 
banking sector, countries have encouraged the op
erations of foreign banks in their domestic econo
mies. As a result, foreign banks have increased their 
participation in the region dramatically, with for
eign participation in total capital of the banking 
system amounting to over 20 percent in Argentina, 
Chile, Colombia, Mexico, Peru and Venezuela.New 
foreign banks have been established and others have 
merged with existing national banks. Among for
eign banks, those from Spain, in particular Banco 
Santander and BBV have increased their activities 
in Latin America most strongly. 

Internationalization goes both ways. Not only 
are foreign banks increasingly entering domestic 
markets, but domestic banks are being allowed to 
expand their activities abroad. A new law in Chile 
increases the opportunities of local banks abroad. 
Previously, Chilean financial institutions could en
gage in crossborder business only through their 
holding companies. Today Chilean banks can lend 
and expand into countries with investment-grade 
ratings or others that have a bilateral agreement 
with Chile that allows for adequate supervision 
(Argentina). In addition, Chilean banks are now 
able to finance foreign trade operations in any coun
try. Because Chiles banking system is considered 
one of the strongest and best supervised in the re

gion, this reform is expected to result in a signifi
cant expansion of Chilean financial institutions in 
other Latin American countries. 

Agreements for financial sector reform have 
gone beyond national boundaries. On December 
2-3, 1997, the 34 Finance Ministers of the West
ern Hemisphere met in Santiago, Chile and estab
lished a Plan of Action consisting of six initiatives 
to help strengthen, modernize and integrate finan
cial systems. These initiatives cover three areas. The 
first one will strengthen banking supervision 
through: (a) implementation of the Basle Core Prin
ciples for Effective Supervision; (b) training programs 
to improve supervisory capacity; and (c) the estab
lishment of sound, high-quality reporting and dis
closure standards for banks. A Working Group on 
Transparency and Disclosure was proposed and the 
Association of Latin American and Caribbean Bank 
Supervisors was asked to help monitor countries' 
implementation of these initiatives. The second area 
relates to the improvement of banking and securi
ties market clearance and settlement systems in the 
hemisphere, in order to facilitate the efficiency and 
security of internal and cross-border transactions. 
Ministers called on several multilateral organiza
tions, including the IDB, to assess divergences in 
individual countries from international standards. 
The third area aims at supporting financial inte
gration by establishing a separate financial services 
negotiating group in the context of a single under
taking within the Free Trade Area of the Americas 
process.These ministerial initiatives will be en
dorsed by heads of governments in the Declara
tion of Principles and the Action Plan of the April 
1998 Santiago Summit of the Americas. 
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price inflation fell to less than 9 percent and the aver
age rate of inflation fell to about 11 percent. During 
1997 inflation fell in 15 countries. 

Inflation remained high in Venezuela, though at 
roughly 35 percent it had fallen sharply from the 100 
percent inflation experienced during 1996. Inflation 
rose significantly in Barbados, the Dominican Repub
lic and Ecuador, but of these countries only in Ecua
dor did inflation rise significantly above single-digit 
levels. 

Fiscal deficits remained modest in most countries 
during 1997, with a 
(population-weighted) 
average fiscal deficit of 
just under 2 percent ol 
GDP. However, there 
were signs of fiscal slip
page in some countries; 
fiscal deficits increased 
in 16 countries, and 
amounted to 3 percent 
of GDP or more in ten 
countries. 

International 
Payments 

Economic recovery 
and large capital in
flows contributed to a 
substantial increase in 
the regions current ac
count deficit, which 
rose from $35 billion in 1996 to nearly S60 billion in 
1997, or roughly 3 percent of the regions GDP Bra
zil, with a current account deficit of about 4 percent 
of GDP, accounted for more than half of this deficit, 
but deficits also increased significantly in the rest of 
the region. 

The current account deficit nevertheless fell short 
of capital inflows during the year, with the result that 
international reserves were accumulated in the amount 
of more than $ 16 billion, or about 1 percent of GDP 

Most countries of the region accumulated sub
stantial reserves during 1997. The major exception 
was Brazil where, as noted above, a period ol capital 
outflows in October and November meant that reserves 
declined by nearly $8 billion during the year. Reserves 

SAN SALVADOR, EL SALVADOR. A $1.7 million grant from the 
¡Multilateral Investment Fund is helping to strengthen BOLPROES 
and three other agricultural commodities markets in Central America 
and the Caribbean. Although only a small percentage of commodi
ties are traded through the two-year-old BOLPROES, publishing of 
its sale prices helps small farmers negotiate higher prices from middle
men. 

of S200 million accumulated in Brazil in December, 
offering hope that the decline would not be protracted. 

Structural Reforms 

Important structural reforms continued during the year. 
Privatization continued in many countries. In Brazil, 
an ambitious multi-year privatization program moved 
forward with sales in telecommunications, transpor
tation, energy and mining, including particularly the 
sale of CRVD, one of the largest mining companies in 

the world. Venezuela 
sold several large banks 
that had been national
ized in the 1994 bank
ing crisis and a large 
steel factor); and also 
relaxed constraints on 
private development in 
oil and gas, which has 
resulted in a large ex
pansion of foreign in
vestment in the sector. 
Mexico also relaxed re
strictions on foreign in
vestment in energy 
transmission and dis
tribution, though the 
state oil company re
tains its monopoly over 
oil production. In Bo
livia, a new mining 
code will provide for a 

more iransparenl system oí concessions. There was also 
significant privatization activity in Argentina, Colom
bia, Guatemala and Guyana. 

Financial market reforms continued in a num
ber of countries, including Bolivia, where a new secu
rities market law was passed; Mexico, where more 
stringent accounting standards were adopted for the 
banking system; and Peru, where the groundwork was 
laid for the establishment of a secondary market in 
mortgages. 

Labor market reforms continued to proceed 
slowly. A new labor law was passed in Venezuela, re
forming the country's system of severance payments 
in the context of an ongoing reform of the social se
curity system. Brazil relaxed legal restrictions on the 
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ability of state and municipal governments to reduce 
their payrolls. In Argentina, a proposed reform of the 
labor laws remains under consideration in congress. 

Outlook 

As 1997 came to a close the international financial 
environment remained highly unsettled, creating sub
stantial uncertainty about prospects for the world 
economy and for Latin America. While the direct ef
fects of the crisis, at the moment, seem unlikely to be 
very large for most countries of the region, it is prob
able that the new environment will be a more chal
lenging one. Economic growth in Brazil, in particu
lar, is widely expected to slow in 1998, as the 
contractionary policy measures required to cope with 
the volatile financial environment take a temporary 
toll on economic activity. There may also be transi
tory slowdowns in other countries of the region, in 
response to somewhat slower growth oi world eco
nomic activity, with resultant declines in some im
portant commodity prices. However, unless the glu-
bal financial environment takes a sharp turn for the 
worse, any such declines are likely to be modest and 
short-lived, and economic prospects for the region will 
be determined primarily by longer-run considerations. 
Here the ongoing expansion of domestic investment, 
the persistence of a relatively disciplined fiscal stance, 
the continuation of structural reforms, and the recent 
decline in unemployment create grounds for optimism 
that growth can be accelerated, and that the benefits 
of that growth accrue to all. 

TABLE IV. BALANCE OF INTERNATIONAL 
PAYMENTS. LATIN AMERICA 
(Billions of U.S. dollars) 

1995 1996 1997 

Current account balance -31.7 -38.1 -57.8 
Net capital inflows 56.3 64.5 74.0 
Reserve accumul. (- = increase) -24.6 -26.4 -16.2 

Source: IDB F.conomic and Social Database. 



RIO DE JANEIRO, BRAZIL. A $180 million 1995 IDB loan is helping upgrade infrastructure and public services in 
the city's favelas. Residents participate in project planning and must approve plans before work can begin. 



PART I: 

THE BANK IN 1997 

KEY AREAS 

Overview 

The Inter-American Development Bank continued to 
deliver a diversified lending program aimed at pov
erty reduction and social equity, support for the envi
ronment, modernization and integration of the region 
and direct lending to the private sector. Bank lending 
is helping to consolidate macroeconomic reforms, 
provide infrastructure and carry out needed judicial, 
financial and regulatory reforms. The Bank worked 
with its borrowing member countries to strengthen 
democratic institutions and civil society and encour
aged community participation in its projects. 

The Bank's $6 billion lending program made 
1997 the fourth consecutive year the institution was 
the major source of development finance for the re
gion, particularly for the small countries. The years 
$5.4 billion in disbursements were the highest on 
record for the institution. 

Once again the Bank's lending program in 1997 
brought the institution into direct contact with many 
of the critical issues and problems that face the region 
today. Its projects helped to reduce poverty, to create 
jobs, to provide better access to health care services, 
to reform educational systems, to focus on the needs 
of mothers and children, to improve water supply and 
sanitation facilities and to train youth. 

More than half of the lending program was dedi
cated to poverty reduction and social sector activities 
and modernization of the state. The Bank approved 
47 projects totaling $2.6 billion, or 43 percent of the 
value of the lending program, for investments in edu
cation, health, water and sanitation, social investment 
funds and reforms, urban development and housing 
and environmental protection programs. No other 
institution, public or private, is providing this level of 
support today to the social sectors in Latin America 
and the Caribbean. 

In working with its borrowing countries on 

modernization of the state, the Bank is being asked to 
finance programs that have hitherto been off-limits to 
external institutions. Efforts to reform the state—the 
legislative, judicial and executive branches of govern
ment—are contributing to the modernization process. 
Financing fiscal management reform programs is help
ing to improve tax, customs, and public financial ad
ministration. 

Modernization of the state programs, including 
improving public sector management, and decentrali
zation, judicial reform, and projects involving civil 
society, amounted to $575 million or 9 percent of the 
Bank's portfolio. 

The Bank continues to finance essential physi
cal infrastructure projects, both with the public and 
private sectors. The Bank is one of the very few enti
ties willing and able to finance rural roads or energy 
conservation in the hemisphere's poorest countries. 
Infrastructure works, including energy and transpor
tation projects, totaled $2 billion and made up 33 
percent of the year's approvals. 

Investments in the productive sectors, includ
ing agriculture, making small and medium-sized busi
nesses more competitive and providing credits to mi
croenterprises accounted for $521 million or 8 percent 
of Bank lending during the year. 

Direct financing to the private sector increased 
significantly in 1997 with approvals reaching $320 
million compared to $198 million the previous year. 
The Bank was also successful in its loan syndication 
efforts in 1997, approving $563 million in syndicated 
lending (B loans), an increase of 136 percent over 1996 
levels. The Bank also approved its first private sector 
guarantee without a government counter guarantee for 
the Río Bogotá water treatment plant in Colombia. 

The Bank approved emergency programs for 
Ecuador and Peru aimed at preventing or mitigating 
damage to infrastructure and productive activities by 
the El Niño climatic phenomenon. Resources will also 
be used for humanitarian disaster aid. 

The Bank financed a significant non-reimburs-
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BOX 2 
CITIZEN PARTICIPATION IN DEVELOPMENT 

The participation of citizens can contribute to ef
fectiveness and sustainability in development 
projects by ensuring that beneficiaries and other 
stakeholders share given development objectives, 
and are involved in helping to plan, construct and 
maintain project components. In addition, citizen 
participation has the added benefit of building so
cial capital by improving the capacities of citizens 
to organize and participate in future development 
activities. 

Although the concept of "civil society" as a 
conduit for citizen participation is relatively new 
to the Bank, the institution has pioneered in mak
ing loans, grants and technical assistance to many 
citizens' organizations which constitute civil soci
ety — be they grass-roots organizations, NGOs, 
church groups, or service institutions. The Small 
Projects Program, established in 1978 and the sub
sequent microenterprise global credit program, 
have provided credits and training to low-income 
microentrepreneurs through NGOs and other citi
zens' organizations. The Multilateral Investment 
Fund has also provided grants and seed money 
directly to civil society organizations. In addition, 
many projects have components that involve civil 
society participation in one or more phases of the 
project cycle. 

In recent years, the Bank has sought to help 

build a common institutional understanding of civil 
society, and an internal consensus that civil soci
ety, the private sector and governments can work 
together to stimulate equitable development. Sev
eral seminars and workshops were held during 
1997 which discussed civil society and democratic 
participation, the size and scope of civil society in 
Latin America, and the legal and regulatory envi
ronment towards civil society. 

As a culmination of the Bank's efforts at build
ing consensus, the Bank has chosen the theme of 
"Social Programs, Poverty, and Citizen Participa
tion" for the seminar accompanying its 1998 An
nual Meeting of the Board of Governors in 
Cartagena, Colombia. The objective of this semi
nar is to raise awareness among governmental and 
nongovernmental representatives of the importance 
of citizen participation as a sine qua non condition 
for sustainable and equitable development and for 
democratic consolidation. 

Several recent projects have included civil 
society consensus in project designs, including the 
Program of Support for Civil Society Action and 
Management (PAIS) in Venezuela; the Program of 
Attention to Vulnerable Groups in Argentina; the 
Small Projects Facility for Southeastern Mexico; and 
the Program of Community Development for Peace 
in Guatemala. 

able technical cooperation program in 1997, provid
ing $77 million for 318 technical cooperation projects. 
Technical cooperation provides resources and exper
tise lo carry out macroeconomic and sector studies 
and to support project design and preparation. It also 
provides assistance to strengthen local institutions, 
support poverty reduction and human resource de
velopment, and strengthen regional integration. 

In 1997, a Special Meeting of the Board of Gov

ernors was held on November 3 to elect the President 
of the Bank. At this meeting Enrique V Iglesias was 
re-elected to serve the five-year term commencing on 
April 1, 1998. 

Non-lending activities ol the Bank are becom
ing increasingly important. For example, the Inter-
American Institute for Social Development (INDES) 
carried out twice as many training programs for three 
times the number of participants compared to the pre-
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vious year. INDES was created in 1995 to help coun
tries strengthen their capacity for social policy formu
lation and the management of social spending pro
grams. INDES focused much ol its training in 1997 
on senior officials from social sector ministries. While 
much of the training takes place in Washington, sev
eral national training programs designed to address 
individual countries' specific needs were carried out 
in five countries in the region. 

The annual assessment of portfolio management 
for 1996 concluded that 86 percent of the 419 major 
projects under execution are on track to achieve their 
development objec
tives while 14 percent 
(54 projects) were 
judged unlikely to 
achieve their goals un
less corrective actions 
are taken. Management 
subsequently devel
oped action plans for 
each of the 54 "prob
lem projects" and will 
review their status on 
a regular basis. 

In the financial 
sphere, all loans in 
both the ordinary capi
tal account and the 
Fund for Special Op
erations were fully per
forming during the 
year. As has been the 
case since its establish
ment , the Bank in 
1997 was accorded a AAA rating by the major rating 
agencies. Borrowings in the worlds financial markets 
totaled $5,569 million, the largest total in the Bank's 
history. Management submitted to the Board of Ex
ecutive Directors a policy proposal for the manage
ment of the Bank's assets and liabilities, which is de
signed, among other things, to reduce the volatility ol 
loan charges and the cost of carrying liquidity. 

The Bank played a pre-eminent role in 1997 in 
coordinating international aid for development 
projects in Central America. The first meeting of the 
Consultative Group for Guatemala organized by the 
Bank took place in January at European Union head-

PACAYAL, GUATEMALA. A $4 million IDB grant is financing a cam
paign to eliminate river blindness by the year 2007 in six Latin Ameri
can countries where the disease is endemic. Some 350,000 people 
received medicine through the program in 1996. 

quarters in Brussels, shortly alter the signature of the 
peace accords in that country. During this meeting 
the international community pledged close to $2 bil
lion to support implementation of the peace agree
ments. A follow-up meeting lo the Brussels gathering 
was held in Guatemala in September. In October, the 
Bank sponsored the second meeting of the Regional 
Consultative Group for Central America, also in Brus
sels, at which some SI 3 million of support was 
pledged by donors for regional technical cooperation 
projects in the areas ol deepening regional integra
tion, institutional reform, energy, transportation and 

health. 
Cofinancing ol 

Bank projects by bilat
eral and private lenders 
and multilateral institu
tions complemented 
Bank resources. Cofi
nancing arrangements 
during the year totaled 
$2,329 million. Japan 
remained the largest 
cofinancier. 

The Multilateral 
Investment Fund (MIF), 
an autonomous lund 
administered by the 
Bank, approved financ
ing for 47 projects to
taling $61.6 million in 
1997, mostly grams to 
support growth ol the 
private sector in the 
region, including mi

croenterprise. The programs included the creation of 
two venture capital funds, one in Mexico and another 
for the region, to promote profitable small businesses 
whose activities further environmental protection. 

The Inter-American Investment Corporation 
(IIC), an autonomous affiliate of lhe IDB, promotes 
the establishment, expansion, and modernization of 
private enterprises in the region. In 1997, the IIC ap
proved 25 transactions totaling 5150 million. The IIC 
received a $300 million loan from the IDB which will 
be used to finance a credit program for small and 
medium-sized business in the region. 

The IDB has recently undertaken several projects 



14 INTER-AMERICAN DEVELOPMENT BANK 

to combat domestic violence in Latin America and 
the Caribbean and held a major international confer
ence on the topic at headquarters in 1997. The con
ference documented the economic and social costs of 
domestic violence, distilled policy lessons and best 
practices that can be used in the design of projects, 
and established a dialogue with print and broadcast 
media on ways of informing the public of the social 
and economic impacts of domestic violence. Broad
casts of the conference reached an audience of 20 
million listeners in the United States and Mexico via 
radio shows that hosted their programs from the con
ference site. 

The Bank's Youth 
Development Program 
has played an impor
tant role in represent
ing the IDB in the In
ter-American Working 
Group on Youth Devel
opment (1AWGYD), a 
consortium of interna
tional donors that sup
ports new approaches 
to youth development. 
The IAWGYD is imple
ment ing a regional 
technical cooperation, 
"Partnership for Pro
moting Youth Devel
opment and Participa
tion", which will 
provide technical and 
financial assistance to 
youth-led community 
and economic devel
opment initiatives in Ecuador, Guatemala, Paraguay 
and Trinidad and Tobago. 

An interdepartmental working group, headed by 
the Legal Department, was established in 1997 to co
ordinate the Banks efforts to bring the issue of cor
ruption into its dialogue with borrowers and to en
sure that its own procedures are as transparent as 
possible. The Bank is now engaged in a continuous 
dialogue with other multilateral lenders, bilateral agen
cies and civil society entities on this issue. Programs 
and projects that are being prepared are addressing 
issues of good governance, judicial reform, institu-

TUMACO, COLOMBIA. Nurse Elsie Oleisa Valencia gives a routine 
examination at a small health clinic in Colombia's Pacific Coast Re
gion. The clinic was built and equipped under a program financed 
by a $50 million IDB loan in 1994 to improve health, sanitation, 
education and land use in the country's poorest region. 

tional modernization and improvement of fiscal man
agement (including tax and customs modernization 
and strengthening of national auditing entities) that 
will minimize opportunities for corruption in all of 
the Bank's member countries. Revisions to the Bank's 
procurement policies and procedures to make explicit 
the Bank's commitment to combat corruption with 
the use of its own resources have been submitted to 
the Board of Executive Directors. 

The Heavily Indebted Poor Countries (HIPC) 
Initiative was designed to provide exceptional debt 
relief to those heavily-indebted poor countries with 
an established track record for reform and sound poli

cies which could not 
be expected to exit the 
debt rescheduling pro
cess through conven
tional mechanisms. 
HIPC was endorsed by 
the international com
munity which called 
for immediate coordi
nated action by bilat
eral and multilateral 
creditors. The IDB's 
Governors authorized 
the Bank to join with 
the international com
munity in this debt re
duction initiative. Dur
ing 1997, the Bank 
agreed to participate in 
plans to help reduce 
the external debt of 
Bolivia and Guyana. In 
Bolivia, the IDB will 

provide debt relief equivalent to almost 35 percent of 
the relie! to be provided by all of Bolivia's creditors 
and more than one-half of the amount for multilat
eral institutions. In Guyana, the IDB will provide the 
largest amount of debt relief to be provided by a single 
multilateral financial institution. 

Poverty Reduction and Social Equality 

After a decade of rising poverty in the 1980s, the share 
of the region's population living in poverty has fallen 
in a number of countries. Much of the improvement 
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is attributable to the control of inflation and the re
sumption of growth. The improvement, however, has 
not been dramatic or widespread because economic 
growth has not resulted in a significant increase in 
employment and growth has not been steady through
out the region. 

The decline in poverty has been more pervasive 
in urban areas, while in some countries rural poverty 
rose, affecting indigenous groups who for the most 
part live in rural areas. Finally, while there has been 
some progress in reducing poverty, income inequality 
has remained unchanged and in some cases even in
creased. 

The IDB is com
mitted to making a 
maximum effort to help 
reduce poverty and im
prove living standards 
in the region. Under the 
Bank's Eighth General 
Increase in Resources, 
member countries set 
the goal of dedicating 
40 percent of the total 
volume of lending and 
50 percent of the num
ber of loans to projects 
that promote social 
equity and poverty re
duction. 

The Bank's strat
egy for poverty reduc
tion during the Eighth 
Replenishment period 
is to help the poor earn 
their way out of pov
erty. The Bank's lending and technical cooperation 
program is the primary vehicle for poverty allevia
tion. 

But in addition to its lending program, the Bank 
has an important role to play in poverty monitoring 
and assessment, country program formulation and 
policy research. 

In 1997, the Bank continued to work to carry 
out this mandate by approving 47 projects totaling 
$2.6 billion, or 43 percent, of its new commitments 
to social projects. The Bank financed a wide range of 
projects during the year, including investments in pov-

PORT OF SPAIN, TRINIDAD AND TOBAGO. Preschool for chil
dren of low-income families, operated under an Early Childhood 
Care and Education Program that provides instructional materials, 
equipment and teacher training. The program was financed by a 
$28 million IDB loan in 1995. 

erty reduction, education, health, urban development 
and improvements in the welfare of women, children 
and indigenous groups. 

Moreover, the Bank stressed greater efficiency 
in delivering social services, particularly in education 
and health care, where projects emphasized institu
tional and policy reforms in order to better serve the 
targeted beneficiaries. 

In addition to its lending activities, the Bank took 
two important steps to sharpen and strengthen its 
poverty reduction activities. It adopted a poverty re
duction strategy that charts a broad course for attack
ing poverty in the region. The strategy calls for the 

promotion of sustain
able and labor-inten
sive economic growth, 
investments in human 
capital and special ef
forts to reach those 
groups which are un
likely to benefit from 
economic growth. The 
strategy also recom
mends greater country 
programming, policy 
analysis and dialogue. 
The Bank also created 
a poverty advisory unit. 

The Bank's lend
ing for health empha
sized reform efforts 
aimed at improving the 
efficiency, targeting 
and access of beneficia
ries to health services. 
Projects were designed 

to strengthen the regulatory function of the minis
tries of health, by separating financing from delivery 
functions and by stressing the delivery of highly cost-
effective interventions aimed directly at the poorest 
segments of the population. The Bank approved sev
eral projects during the year that focused on restruc
turing and reforming the health sector, including pro
grams in the Dominican Republic, Jamaica and 
Paraguay. Lending for health totaled $119 million dur
ing the year. 

In education, improving the quality of educa
tion and increasing the number of years of schooling 
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BOX 3 
THE REGIONAL CONSULTATIVE CROUP FOR CENTRAL AMERICA 

With the revttalizaiton ol the Central American in
tegration process in the early 1990s, the subregions 
governments requested the Bank's assistance in es
tablishing a Regional Consultative Group for Cen
tral America (Grupo Consultivo Regional para 
Centroamérica, GCR-CA). 

The Group was created in 1992. Its principal 
aim is to support the Central American integration 
process by assisting the region's governments in the 
identification, prioritization, and preparation of re
gional technical cooperation projects, as well as the 
mobilization of international financial resources for 
their implementation. 

The Group's activities are directed by a Mul
tilateral Steering Committee, made up of the Cen
tral American countries' economy ministers plus 
officials of the IDB, the IMF, the World Bank and 
the UNDP. Since us creation, the GCR has helped 
enhance coordination among government agencies 
and institutions throughout Central America, while 
simultaneously contributing towards raising the 
subregions profile among international donors. 

At the first meeting of the GCR, held in Brus
sels in 1993, a number of projects were presented 
to the international donor community covering 
areas such as electricity interconnection, training 
of human resources, scientific-technological devel
opment and environmental management. Each ol 
the projects considered in the meeting went through 
a screening process, involving consultations and 
coordination among all relevant sectoral and gov
ernment agencies in the subregión, as well as sig
nificant technical input from the Bank. Projects wrere 
selected according to three criteria: a) the existence 
of a regional strategy for the sector; b) the project's 

consistency with this strategy; and c) the existence 
of an appropriate regional counterpart institution 
to execute the project. International donors pledged 
$6.2 million in non-reimbursable assistance to fi
nance the projects presented at the first GCR meet
ing. 

In July 1997, at their summit meeting in 
Panama, the Central American Presidents agreed 
on a sweeping reform of the institutions dedicated 
to the economic integration of the subregión. 

The second meeting of the CGR convened in 
Brussels in October, where the Central American 
authorities requested financing for follow-up 
projects linked to the implementation of the agreed 
institutional reforms, as well as other projects pro
posed by the governments in coordination with the 
Group's Steering Committee. At this meeting addi
tional support of $13 million in non-reimbursable 
resources was pledged by donors in the areas of 
institutional reform, deepening economic integra
tion, electricity, hydrocarbons, transportation, and 
health. Financing was obtained for 65 percent of 
the 23 projects presented at the meeting, represent
ing 61 percent of the total financing requirements 
envisaged in the project proposals—clear evidence 
of the GCR's success in achieving its two principal 
aims: to support the design of sound projects for 
the subregión and obtain the necessary funds for 
their execution. The meeting in Brussels repre
sented the culmination of the Bank's 1996-1997 
support strategy for Central American integration. 
The funds obtained in the two meetings are in ad
dition to $21 million in non-reimbursable regional 
technical cooperation approved by the Bank for the 
subregión between 1992 and 1997. 
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were primary objectives. To a great extent, the need 
for reform has been a consequence of the improved 
access and completion rates at the primary level. The 
Bank in 1997 supported a variety ol education 
projects, including technical and vocational training 
programs in Argentina and Brazil, a preschool and 
secondary school program in Costa Rica, educational 
relorm in Guatemala, a basic education program in 
Honduras, a distance education program in Mexico, 
and a program to improve efficiency and access to 
primary and secondary education in Panama. Educa
tion financing totaled $613 million in 1997. 

In urban development, the Bank approved a 
number of loans to improve the urban environment, 
including an integrated development program for large 
urban areas in Argentina. Thai loan will help reform 
the tax, legal and regulatory systems that apply to city-
services. A loan will help upgrade neighborhoods in 
the stale of Rio de Janeiro, including projects in water 
and sanitation, street paving and lighting, health care, 
parks and recreation and small business development. 
Loans to Colombia and Uruguay will finance urban 
infrastructure projects and institutional strengthening 
for subnational governments. In housing, loans to Ec
uador and Guatemala will improve housing condi
tions for low-income groups. The Bank approved $677 
million for urban programs. 

In social investment, the Bank approved programs 
to reach vulnerable groups in Argentina, Jamaica and 
Nicaragua. Targeted groups include elderly, persons with 
disabilities, women heads of households, youth at risk, 
and indigenous groups. Loans to Bolivia and Ecuador 
will finance comprehensive care programs for poor 
children under six. The Bank also approved a youth 
employabilily program lor Argentina that calls for job 
training and scholarships for low-income beneficia
ries. The Bank approved $792 million for these op
erations. 

Microenterprise programs financed by the Bank 
provide credit and training to low-income entrepre
neurs who do not have access to conventional sources 
of credit. The Bank channels resources through pub
lic and private nonprofit institutions throughout the 
region, which in turn manage credit programs to help 
small businesses initiate or expand their businesses. 
In 1997, the Bank approved a second microenterprise 
global credit program in Paraguay for S20 million. 
The Bank also approved 23 Small Project financings 

totaling $10.7 million. Parallel technical cooperation 
funding totaled $3.8 million. A $5 million financing 
will help strengthen microenterprise lending institu
tions in Brazil. 

In water and sanitation, the Bank approved 
projects and one guarantee operation for the private 
sector in Colombia, Ecuador, Honduras, Panama and 
Venezuela. The Colombia financing is a partial risk 
guarantee to private sector investors in construction 
of a waste water treatment plant in Bogota. The Ecua
dor program will grant private concessions for water 
and sewerage services in Guayaquil. The Puerto Cortés 
sewerage program in Honduras will expand physical 
infrastructure works while making public service de
livery more efficient. The Panama project will restruc
ture and privatize the national water and sewerage 
utility. In Venezuela, the project will help improve the 
efliciency of the water and sanitation sector in the state 
of Lara by creating an autonomous regulatory agency, 
establishing a new legal and institutional structure and 
decentralizing operations. The Bank approved $129 
million for water and sanitation. 

The Bank approved emergency loans to Ecua
dor and Peru aimed at protecting vulnerable groups 
from the effects of El Niño. The loans will support 
measures for the prevention and mitigation of adverse 
elfects and reconstruction of damaged infrastructure 
and lost services as a result ol the climatic disturbances. 

The Bank continued to take initiatives that open 
avenues for action on one of the basic objectives of 
the Eighth Replenishment—to improve the welfare 
of women in the region. In 1997, Bank efforts to in
sure sound project design increasingly led to incor
porating women as participants and beneficiaries in 
Bank-financed programs. For example, the civil soci
ety project in Venezuela will target poor women and 
their families. Components include job skills training 
for women heads of households, early childhood de
velopment, and street children, teenage pregnancy and 
adult literacy programs. 

Other priority areas included women's leader
ship and domestic violence. The Bank approved a tech
nical cooperation operation to strengthen the man
agement skills of recently-elected female municipal 
leaders in order to introduce gender concerns into 
public policy. The Bank has supported the establish
ment of the Women's Leadership Conference of the 
Americas (WLCA), a regional network of women lead-
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ers which is promoted by the Inter-American Dialogue 
and the International Center for research on Women 
(ICRW). WLCA seeks to strengthen communication 
among women in top leadership positions in Latin 
America and the Caribbean (as well as Canada and 
the United States), expand the numbers of female lead
ers and promote policy and institutional changes to 
enhance opportunities for all women. 

On domestic violence, the Bank approved three 
regional technical cooperation operations totaling $3.6 
million in 1996 that got underway in 1997. The Re
gional Program for the Prevention and Treatment of 
Domestic Violence creates service networks for survi
vors of domestic violence, attempting to promote co
operative actions among service providers—emer
gency rooms and health posts, police stations, civil 
and criminal courts, counseling and advisory services, 
crisis centers and shelters—to oiler treatment lor 
women who suffer domestic abuse. The Judicial Edu
cation Project began in 1997 to educate judges about 
women's issues in order to enhance the courts' ability 
to resolve cases ol violence against women and insure 
that women's human and civil rights are protected. 
The program began in five countries—Argentina, Bra
zil, Chile, Ecuador and Uruguay. The Bank co-spon
sored two important conferences on domestic violence 
that are detailed in Box 6. 

The economic and social advancement ol indig
enous groups continued lo be a local point in the 
Bank's poverty reduction work. Projects in 1997 
sought to improve access for indigenous groups to 
social services through their participation in commu
nity development programs, targeting projects to geo
graphic areas with high concentrations of indigenous 
groups and using bilingual materials for training and 
education programs. The salient characteristic of all 
of these programs is the effort made to take cultural 
and linguistic differences into account. The program 
in Argentina to assist vulnerable groups creates mecha
nisms that will allow indigenous groups to overcome 
cultural barriers to access economic and social ser
vices and builds the communities' ability to design 
and manage social projects. The program to assist chil
dren under six years of age in Bolivia is strongly geared 
to the ethnic, sociocultural and linguistic characteris
tics of each community, including programs in 
Quechua, Aymara and Guarani. 

The Bank also designed and implemented a strat

egy to achieve the financial sustainability of the In
digenous Peoples Fund by creating an endowment 
fund to be administered by the Bank. The endow
ment fund will generate annual revenues to cover ex
penses related to technical assistance, institutional 
strengthening, training, project identification and con
sensus building efforts with indigenous organizations 
and communities as well as for the operational costs 
of the Technical Secretariat and the governing bodies 
ol the Fund. 

The Bank has made a concerted effort in 1997 
to improve the quality and availability of information 
on poverty and inequality as well as other social indi
cators. The Program for Improving Surveys of Living 
Conditions in Latin America (ISLC) was established 
in recognition of this need for reliable information to 
measure poverty and inequality. The results of the ISLC 
program will help to better design and evaluate pov
erty reduction programs. The IDB, the World Bank, 
ECLAC and country governments are financing a pro
gram to strengthen the institutional capacity of each 
country to implement and analyze a high-quality, mul
tipurpose household survey system. The ISLC pro
gram is being initially implemented in El Salvador, 
Paraguay and Peru. Argentina will be added shortly 
and the program expects to incorporate two coun
tries per year in the next three years. 

Modernization of the State 

The Bank continued to provide pivotal support for 
modernization of the slate and strengthening of civil 
society efforts of the regions countries. Operations 
were financed in three principal areas: judicial reform; 
public sector management, particularly areas such as 
fiscal management, other institutional reforms in the 
executive branch of government and decentralization; 
and social sector projects involving civil society. The 
Bank approved 20 modernization of the state opera
tions totaling $575 million. 

In judicial reform, lour projects were approved, 
including reforming land jurisdiction in the Domini
can Republic; modernizing the justice system in Ec
uador; strengthening methods of commercial arbitra
tion in Panama; and improving access to justice in 
Peru. 

The Ecuador project approaches reform from 
two directions: top-down, and bottom-up. The top-
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down approach includes a training program to 
strengthen the independence, impartiality and qual
ity of judges and other judicial officers; design and 
implementation of a new, more effective administra
tive system; and investment in new communications 
equipment for admin
istrative efficiency. 

The bot tom-up 
approach includes two 
components: one called 
Legislative Develop
ment, which programs 
activities to create care
fully researched, viable 
options for constitu
tional and legal re
forms that would 
strengthen the justice 
system, and to build 
consensus for their 
implementation; and 
the other, called Access 
to Justice, which cre
ates a mechanism to 
continuously finance 
small justice reform 
projects in Ecuador. 

The Access to Jus
tice component creates 
a special fund to fi
nance the execution 
and evaluation of small, 
sustainable projects de
signed and proposed 
by civil society orga
nizations. Besides be
ing sustainable, these 
projects must be di
rected toward poor 
population groups— 
especially women, 
families, children, or 
indigenous people— 
and they must aim to 
widen the access these groups have to the justice sys
tem. Typical projects that will be financed by this fund 
include those linked to legal defense, justice aware
ness, and alternative dispute resolution. 

LIMA, PERU. A computerized information system installed in the 
National Congress in 1997 continually updates the status of legisla
tion under consideration and maintains a website where citizens can 
e-mail their representatives. The system was financed by a $2.7 mil
lion grant from the Japan Special Fund. 

In public sector management, there is growing 
interest on the part of governments to administer 
public resources more efficiently through newly 
streamlined institutions and to meet social and eco
nomic objectives more effectively. In 1997, several 

public sector manage
ment projects totalling 
almost $400 million 
were approved, in
cluding: a loan to Ar
gentina to improve 
public sector adminis
tration; a loan to Bra
zil to modernize the 
Federal Executive 
Branch; a project to re
form the public sector 
in El Salvador; a loan 
to improve basic gov
ernment performance 
in Panama; a program 
for Uruguay to reshape 
the public sector; and 
a project for Colombia 
for land titling and 
modernizing the re
cording of deeds. 

The loan to Uru
guay for restructuring 
and modernizing the 
central administration 
serves as an example of 
public sector manage
ment. The objectives 
of the program include 
modernizing the cen
tral administrat ion; 
training public sector 
employees affected by 
the reform process in 
order to facilitate their 
reentry into the labor 
market; modernizing 
the public finances ad

ministration system; revising and simplifying the regu
latory framework as it relates to prices and rates of 
the Central Administration; and strengthening the 
existing relationship between the state and its con-
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stituencies. The program also calls for a reduction of 
public sector operating units across all ministries 
through institutional restructuring, outsourcing, 
privatization and changes in the personnel manage
ment system. 

In the fiscal management area, the Bank ap
proved 11 operations for $125 million; supported two 
additional projects which had important fiscal com
ponents as part of large modernization ol the state 
loans, in Uruguay and Costa Rica; and approved fi
nancing for two projects in a new area—fiscal admin
istration statistics—one in Venezuela for strengthen
ing fiscal statistics at the national level, and another 
in Colombia to establish a fiscal information system 
at the subnational level. 

The 11 programs included the traditional areas 
of institutional reform in tax and customs adminis
tration, but also addressed some new areas as well, 
such as in Peru, where Bank projects supported the 
establishment of a quality assurance system in the cus
toms agency and the development of integrated au
diting procedures and electronic tax payments to fa
cilitate tax compliance. In Argentina, the program to 
support the establishment of the Federal Public Rev
enue Administration encompasses internal taxes and 
customs as well as social security contributions. Fi
nancial management support included public credit 
in Mexico and the comptroller general's office in Peru. 

In civil society, the Bank approved three projects 
totalling $60 million to expand the role of civil soci
ety organizations (CSOs): a loan to Argentina to pro
vide support to vulnerable groups; a financing to 
Mexico for a small projects facility in Southeastern 
Mexico; and a loan to Venezuela to support civil soci
ety action and management. 

The Venezuela project will establish a mecha
nism for cooperation among the public, private and 
civil society sectors to finance poverty-reduction 
projects and activities formulated and executed by 
CSOs. In addition to lhe poverty reduction goal, the 
project aims to strengthen the project management 
capacities of CSOs and create and execute projects 
which will increase access to social services among 
the poor and marginalized population groups. 

The project consists of the creation of a fund 
designed in consultation with CSOs, overseen by a 
joint public-private sector board of directors, 
cofinanced by the private sector, and administered by 

FONVIS (Venezuela's Social Investment Fund, pan of 
the Ministry of the Family). Once established, this fund 
will finance social sector projects in the country. The 
FONVIS/CSO committee will review and approve pro
posals for social sector projects submitted by local or
ganizations; oversee project execution; and disburse 
loans and collect payments from the projects. 

While Bank-financed projects have for years in
cluded civil society organizations in various stages of 
the project cycle, this is a unique example of public/ 
private financing for social development projects that 
are designed, implemented and evaluated by civil so
ciety. 

In addition to project operations, the Bank also 
supported activities aimed at building consensus for 
modernization of the State and the strengthening of 
civil society. These activities included: a conference 
on government and civil society in the English-speak
ing Caribbean, held in Barbados; national consulta
tive meetings in the Dominican Republic and Guate
mala to stimulate dialogue among civil society 
organizations, public officials, the private sector and 
the Bank; an Informatics 2000 Initiative task force 
meeting in Miami to address the role of information 
technology in modernization of the State efforts; the 
conference "Evaluation of Democratic Institutions: The 
Case of Parliaments" held in Chile; and the Eighth 
International Conference on Anticorruption, con
ducted in cooperation with the OAS, Transparency 
International and other organizations, held in Peru. 

The issue of corruption continued to receive sig
nificant Bank attention in 1997. An anti-corruption 
strategy in modernization of the State projects has 
emerged which promotes a series ol steps in judicial, 
legislative and executive modernization projects which 
standardize conditions for selection, advancement and 
removal of career government officials, establish codi
fied ethics norms, and strengthen the institutions that 
investigate and prosecute corruption. The strategy also 
seeks to light corruption at the local level, increasing 
public oversight of municipalities through civil soci
ety participation and more accountable local govern
ments. Besides the Anticorruption Conference, the 
Bank also financed a public management program in 
the Dominican Republic which creates an action plan 
and improves the General Prosecutor's capacity to con
front corruption. 

Throughout the course of 1997, eight working 
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documents addressing specific aspects ol State mod
ernization were prepared and distributed to Bank per
sonnel involved in the programming and organiza
tion of related operations. Topics addressed by these 
documents included: the economic aspects ol judi
cial reform, transparency in State contracts, a gover
nance study in Suriname, and a review ol legal frame
works governing civil society in South America. In 
the fiscal area, lour technical papers were prepared 
and disseminated in 1997, including a comparative 
study of taxpaper assistance in the region; a study on 
the integration schemes of small-scale economies; and 
best practice papers in the fields of tax administration 
and public financial 
management, includ
ing budgeting. 

Economic 
Integration 

The past year saw a 
number ol new initia
tives among Latin 
American and Carib
bean countries to 
deepen and widen their 
regional trading ar
rangements, while also 
seeking closer links 
with their extra-re
gional trade partners. 
Since the early 1990s, 
regional integration 
has been pursued as 
part of a broader trade 
liberalization strategy 
that also includes initiatives at the unilateral and mul
tilateral level, with steps taken at all three levels 
complementing and reinforcing one another. The strat
egy of "open regionalism" has enabled the region's 
economies not only to exploit the advantages of ge
ography, but also to position themselves more com
petitive!}' in world markets. The strategy has, more
over, been an important factor behind the significant 
increase in trade observed throughout the region in 
recent years. Between 1990 and 1996, the region's 
exports expanded by 76 percent; imports grew even 
faster, at 127 percent. Total trade as a percentage of 

BRIDGETOWN, BARBADOS. With increasing numbers of cargo and 
cruise ships using its docks, the Bridgetown Port could run out of 
berthing capacity by the year 2000. A $750,000 grant from the Ja
pan Special Fund is preparing final engineering designs to repair 
cargo berths and improve cruise tourism piers and facilities. 

the region's GDP now equals 36 percent, up from 24 
percent in 1990, a clear indication of increased trade 
openness. 

Notwithstanding these achievements, in 1997 
the region witnessed some disruptions to the process 
ol opening up domestic markets. Several countries 
resorted to import-restricting measures, while others 
saw delays in complying with their agreed tariff re
duction schedules. However, these measures do not 
seem to represent a reversal of the commitment to 
"open regionalism". Rather, the)' appear to reflect a 
response to particular fiscal or balance of payments 
disequilibria in some of the region's economies. The 

problem lies partly in 
the limited number of 
direct policy instru
ments available to 
tackle such disequilib
ria, causing authorities 
to resort to indirect 
measures, including 
ad-hoc adjustments of 
tariffs and the use of 
specific non-tariff mea
sures for a limited pe
riod of time. Overall, 
the region has made 
important advances in 
the process of regional 
integration. 

Members of the 
Central American Com
mon Market (CACM) 
took important steps in 
1997 to revitalize their 
subregional integration 

process. At their Presidential Summit in Panama in 
July, the Central American leaders agreed on a sweep
ing reform of CACMs institutional structure. Among 
other things, CACM members agreed to coordinate 
future trade negotiations with third countries and 
blocs. One of the immediate concerns for the isthmus 
is the erosion of preferences with the United States 
and Canada due to NAFTA. Central American coun
tries announced that they would seek a reciprocal free 
trade agreement with the United States, rather than 
pursue their earlier request for non-reciprocal NAFTA 
parity. CACM members also decided to initiate for-
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mal free trade negotiations with Panama and the Do
minican Republic. They are currently engaged in ne
gotiations for a free trade accord with Mexico, are con
ducting talks with CARICOM and Chile, and have 
voiced their intention to pursue closer economic rela
tions with MERCOSUR. 

The Caribbean Community (CARICOM) expanded 
its membership to fifteen with the admission of Haiti 
in 1997. However, Haiti will not immediately partici
pate in the Caribbean Common Market, whose mem
bers have advanced steadily in terms of convergence 
to a lower common external tariff, and face major chal
lenges on the external front, including the impending 
Hemisphere-wide free trade talks, the upcoming re
negotiation of European aid commitments under the 
Lomé Convention, and tougher competition from 
Mexico for maquila business and other U.S. market 
opportunities. In order to face these challenges and 
to participate effectively in the hemispheric integra
tion process, CARICOM governments decided in 1996 
to create a regional negotiation mechanism. Along with 
efforts to strengthen their economic links with Cen
tral American nations, CARICOM members have been 
engaged in free-trade negotiations with the Domini
can Republic and, in 1997, initiated formal trade talks 
with the Andean Community. 

In the Andean Community, Peru, having tempo
rarily withdrawn from the Andean free trade area in 
1992, rejoined the area in 1997 after negotiating an 
extended phase-in of duty-free obligations with other 
members. During the year, Andean governments 
moreover began to implement wide-reaching institu
tional reforms agreed to in 1996: the new Andean In
tegration System became operational on August 1, 
1997. The Andean community has also continued to 
seek closer commercial ties with its neighbors, and it 
hopes to reach agreement on a free trade accord with 
MERCOSUR in the near future. 

The Southern Cone Common Market (MERCOSUR) 
has widened with the accession of both Bolivia and 
Chile as associate members. During 1997, MERCOSUR 
countries took a number of steps to overcome certain 
remaining obstacles to their intra-regional trade in 
goods. A protocol for free trade in services was ap
proved. MERCOSUR also continued negotiations with 
the European Union to create an eventual free trade 
area. Significant progress was also achieved in the area 
of energy integration: the construction of a gas pipe

line from Santa Cruz (Bolivia) to São Paulo (Brazil) was 
inaugurated in July 1997; the following month wit
nessed the inauguration of the GAS-Andes pipeline, 
which will deliver Argentine gas to Chile. MERCOSUR 
decided in November 1997 to raise its average com
mon external tariff by three percentage points in the 
aftermath of severe turmoil in international financial 
markets. 

Within the North American Free Trade Area 
(NAFTA), a decision was taken in early 1997 to speed 
up liberalization for some products. NAFTA countries 
have also progressed in the dismantling of non-tariff 
barriers to trade, which are of particular importance 
in the agricultural area. While the enlargement of 
NAFTA awaits the resolution of the issue of fast-track 
negotiating authority in the U.S., both Canada and 
Mexico have independently pursued bilateral free 
trade agreements with countries in the Hemisphere. 
Canada's free trade agreement with Chile came into 
effect in July 1997, and Canadian officials have ex
plored trade talks with MERCOSUR. Meanwhile, 
Mexico and Chile are exploring the possibility of ex
panding their existing free trade agreement into a more 
comprehensive NAFTA-like accord. Mexico is also 
conducting discussions on a possible free-trade ac
cord with Guatemala, Honduras and El Salvador (an 
agreement with Costa Rica is already in place). Fi
nally, at year's end, Mexico announced an initiative 
with the European Union to promote cooperation, in
cluding the possible creation of a free trade area. 

The Free Trade Area of the Americas (FTAA) process 
entered its third year in 1997. Significant progress was 
achieved in further preparing the 34 participating 
countries for hemisphere-wide free trade negotiations. 
At their third trade ministerial meeting in Belo 
Horizonte in May 1997, the Hemisphere's govern
ments agreed to recommend to their heads of state 
the launching of negotiations at the Second Summit 
of the Americas, to be held in Santiago, Chile in April 
1998 and reiterated their commitment to make con
crete progress in their talks by the year 2000 and con
clude negotiations no later than the year 2005. 

The IDB has played a key role in supporting the 
consolidation of subregional and hemispheric inte
gration in a way that strengthens the overall process 
of external trade liberalization throughout Latin 
America and the Caribbean, while also being com
patible with multilateral trade negotiations in the 
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WTO. To that end, the Bank designed and imple
mented strategies to support subregional integration, 
provided extensive technical support to the FTAA 
Working Groups, and produced a number of studies 
on integration and trade. The Bank's Institute for the 
Integration of Latin America and the Caribbean 
(INTAL) played a key role in all of these areas. 

The Bank in 1997 approved a strategy to sup
port integration in MERCOSUR. The strategy foresees 
Bank-financed regional projects to help reduce remain
ing barriers, deepen the subregional market and fos
ter a continued gradual opening to the world economy. 

In 1997, the Bank 
continued to serve as 
the primary source of 
technical assistance for 
the FTAA Working 
Groups on Market Ac
cess, Customs Proce
dures and Rules of Ori
gin, and Government 
Procurement, ft con
tributed to the prepa
ration ol a feasibility 
study on a temporary 
FTAA administrative 
secretariat, and also 
helped set up a FTAA 
homepage on the In
ternet. The IDB has 
also contributed to the 
technical work of the 
Investment and Smaller 
Economies Working 
Groups. 

In 1997, the Bank approved funds for an energy 
sector project that will create a unified market for elec
tricity through the physical and institutional intercon
nection of the electricity systems of the five CACM 
member countries and Panama. The Bank also ap
proved financing for a project, to be executed by 
SIECA, which includes a component for the creation 
of a trade database containing information on com
mercial flows and trade disciplines and studies on the 
impact of liberalization in the services sector. 

As part of the Bank's strategy for the Andean 
subregión, work continued towards the creation of a 
joint project with the Andean Development Corpora-

TEGUCIGALPA, HONDURAS. The National Electric Energy Com
pany has saved an estimated $7 million annually by reducing elec
tricity losses from pirating and meter tampering. The campaign is 
part of an energy sector reform program financed by a $105 million 
IDB loan m 1991. 

tion and the Friedrich Ebert Foundation to support 
integration and border development in trade corri
dors of the Andean Community. 

In 1997, the Bank approved the extension ol a 
regional technical cooperation project to promote 
greater CARICOM participation in the global economy. 
This program seeks to strengthen intraregional link
ages by helping improve the capacity of the CARICOM 
Secretariat to manage trade and macroeconomic data 
and to develop and implement a subregional economic 
data system. 

In 1997, the Bank financed a regional course in 
Brazil given by experts 
from the World Trade 
Organization on WTO 
compliant trade rules 
as well as a training 
program for trade ad
ministrators from lesser 
developed countries 
on the new commer
cial disciplines that 
emerged out of the 
Uruguay Round. 

The Bank's Bue
nos Aires-based Insti
tute for the Integration 
of Latin America and 
the Caribbean (INTAL), 
in coordination with 
the Bank's regional and 
country strategies, 
supported eleven re
gional technical coop
eration projects and 

expanded its trade database, DATAINTAL. It published 
three editions of its journal Integration and Trade fea
turing articles by leading experts in the field, a new 
periodical entitled "Mercosur Report", twelve editions 
of its monthly newsletter, and several working papers. 
INTAL also organized 12 fora on topics that ranged 
from integration and civil society to harmonization of 
banking systems. 

Environment 

The Bank's environmental work in 1997 broke new 
ground in areas such as energy conservation and ra-
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tional energy consumption and approved its first par
tial risk guarantee program for a wastewater treatment 
plant. The Bank continued lo put emphasis on 
strengthening the legal and regulator}' frameworks and 
environmental management institutions; improving 
the urban environment; and promoting the sustain
able management of agricul
ture and natural resources. 
The Bank approved 13 envi
ronmental and natural re
source loans, principally for 
urban sanitation, potable wa
ter supply services and river 
basin pollution control, for a 
total of $832 million. 

The Bank's first project 
dedicated exclusively to en
ergy conservation and ratio
nal energy consumption will 
help Colombia adopt envi
ronmentally sustainable en
ergy development strategies. 
The program will help re
search, design and evaluate 
sector policies and legal, 
regulatory and institutional 
frameworks that promote ra
tional energy use. 

The Bank financed sev
eral projects that will im
prove the urban environ
ment, including a program 
for pollution control, flood 
control, solid waste manage
ment and urban rehabilita
tion in Argentina's Matanza-
Riachuelo river basin; and a 
loan to the state of Rio de 
Janeiro in Brazil for improv
ing the quality of urban life 
and health conditions in tar
geted neighborhoods of the 
Baixada Fluminese region. 
Additional investments included water supply and 
sanitation sector restructuring projects in Honduras, 
Panama and Venezuela, all of which provide for some 
degree of private sector participation. 

The Bank approved its first partial risk guaran-

CORDOBA, ARGENTINA. Construction of a drainage 
system in Barrio Alta in the province of Cordoba. A 
$210 million IDB loan in 1994 for municipal develop
ment and social investment is financing public works 
in 14 provinces. The program provides social infra
structure and services in low-income areas, strength
ens municipal institutions, and consolidates decentrali
zation of public finances. 

tee for senior debt note holders investing in a waste
water treatment plant for Bogota, Colombia. The plant 
will be built, owned, operated and maintained by a 
private special-purpose company under a 30-year con
cession. In Ecuador, a loan will finance the improve
ment of water and sewerage services for Guayaquil 

through granting of a long-
term concession to the private 
sector to enhance efficiency 
and increase investment in the 
system. 

Technical cooperation 
funding was used, among 
other operations, to strengthen 
the regional dialogue on en
vironmental policy and man
agement through the prepa
ration of studies on priority 
issues for the Meeting of 
Ministers o I the Environ
ment; a training program for 
professionals in lhe region 
on clean technology and 
ecologically sustainable in
dustrial development; and 
an assessment of the institu
tional framework for inte
grated water resources man
agement based on experiences 
in Chile, Colombia, Guate
mala and Jamaica. In addi
tion, the Bank and the Gov
ernment of Belize launched 
a sustainable development 
planning process for the 
southern region of the coun
try. The Bank approved 52 
technical cooperation opera
tions totaling $16.3 million. 

The Bank's dialogue 
and programming process 
with borrowing countries 
has focused more attention 

on critical environmental policy and management is
sues. A growing recognition of the importance of en
vironmental sustainability is reflected in country pa
pers and programming documents. In some instances 
(such as Argentina, Jamaica, Panama, Paraguay and 
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Peru), the Bank has developed more detailed country 
environmental strategies to guide future environmental 
programming and operations. These recent efforts 
should have a positive effect on the level of Bank sup
port for environment-related activities in the future. 

Bank strategies for the reduction of rural pov
erty, integrated water resources management, and the 
management of coastal and marine resources were sub
mitted to the Board of Executive Directors in 1997. 
Strategies for sustainable agriculture and energy are 
nearing completion. 

Along with these formal strategy documents, the 
Bank has prepared a number of technical studies and 
guidelines which help orient country and Bank staff 
responsible for designing and implementing environ
ment and natural resources projects. These papers in
clude natural resource management in watersheds; ap
proaches to managing and financing sustainable 
forestry and biodiversity projects; integrated water 
resources management; marine fisheries manage
ment; strategies for urban green areas; and a diagno
sis of municipal solid waste management in the re
gion. 

The year also marked the first full year of imple
mentation of the new procedures for environmental 
review of Bank projects. The procedures broaden the 
scope of review of the Committee on Environment 
and Social Impact (CESI, formerly called the Envi
ronment Committee, CMA) to include social as well 
as environmental impacts, streamline Committee op
erations and bring the focus of it's mandate into closer 
alignment with the policy directives of the Eighth Re
plenishment. 

The new procedures define the scope of the CESI 
to include: (i) the promotion of adequate environmen
tal and natural resources regulatory and management 
frameworks; (ii) the adoption of environmental pro
tection, management, mitigation and enhancement 
measures; (iii) indigenous rights and community de
velopment issues; (iv) involuntary resettlement mat
ters; (v) consultation requirements; (vi) gender con
siderations; and (vii) issues of social impact and 
sustainability. 

The changes focus the discussion on actions to 
be taken and on the terms of reference of the impact 
assessment study. This strengthened upstream focus 
should provide opportunities to address impacts 
through prevention, better management and opera

tion design, avoiding the need for, or lowering the 
costs of, impact mitigation or compensation. 

One of the most positive developments in the 
environmental area in recent years has been the in
creased participation of the public and the new roles 
played by citizens, stakeholders and NGOs in envi
ronmental management. New legislation has allowed 
citizens to defend their right to a healthy environment 
and participate in public hearings on assessments of 
environmental impact. For several years the Bank has 
recognized participation as an important ingredient 
in project conceptualization and design. Bank policy 
requires the disclosure of information to the public 
on a variety of subjects, including the potential envi
ronmental and social impacts of projects. To facilitate 
a more open, equitable and participatory forum on 
project design, a Resource Book on Participation was 
prepared for Bank staff in 1997. In addition, a new 
policy on resettlement was presented for Board con
sideration, and environmental impact assessment 
guidelines were developed for managers of transpor
tation and microenterprise projects. 

Private Sector 

The private sector continued to play an increasing role 
m infrastructure provision in Latin America and the 
Caribbean in 1997. In recent years, many governments 
m the region have met the challenge of developing 
and maintaining infrastructure sectors crucial for fu
ture economic progress by restructuring public utili
ties and expanding private sector participation. Given 
the limits lo public financing of the power, transpor
tation, telecommunications, water supply and sanita
tion sectors, governments have sought to harness the 
private sector to provide services more efficiently, ex
pand coverage, and reduce or eliminate losses. Pri
vate sector participation in meeting the region's infra
structure needs, estimated at $60 billion annually, 
includes greenfield projects as well as rehabilitation, 
expansion, and operation and maintenance of priva
tized infrastructure assets. 

Infrastructure projects generally have long pay
back periods and, therefore, require long-term fund
ing. As governments increasingly look to the private 
sector for finance, multilateral and bilateral lending 
agencies are playing a catalytic role, using their re
sources to attract private capital through co-financ-
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BOX 4 
THE B-LOAN PROGRAM 

The Bank continued to leverage its resources in 
support of private sector infrastructure investments 
in the region, approving a total of $563 million in 
B-loans through participation agreements with 
commercial banks in 1997. "B-loans" are loans 
without government guarantee in which the Bank 
serves as the lender of record, when there is not a 
sovereign guarantee. B-loans are syndicated out to 
private financial institutions who assume the risks 
of the transaction along side the Bank's direct A-
loan. The B-loan approvals in 1997 were more than 
double the amount approved in 1996 ($238 mil
lion) and ten times that approved in 1995 ($55.5 
million), the programs lirst year of operation. Of 
the 8 projects in direct financing approved in 1997, 
for a total of $320 million, six were complemented 
with B-loans. 

While the absolute rate of increase in syndi
cated lending is impressive, perhaps more impor
tant has been the Bank's demonstrated ability to 
increase the catalytic ratio in which it facilitates 
flows of private debt capital to developmental 
projects without itself having to commit a signifi
cant percentage of the total financing. The Bank 
increased its B-loan catalytic ratio (B-Loans/A-
Loans) to 195 percent in 1997 from 120 percent 
in 1996 and 38 percent in 1995. 

Since October 1995, the Bank has approved 
13 syndicated loans for a total of $845.3 million in 
financing, of which $412.3 million have reached 
financial closing. Six of these loans were for projects 
in the energy sector, including transmission, dis
tribution and generation projects, and six were for 
transportation projects, including toll roads and 
gas pipelines. The remaining loan was for a water 

distribution project. Four loans were approved for 
projects in Argentina, three loans for Brazil, two 
loans for Colombia, and one loan each for Costa 
Rica, Mexico, Panama and Uruguay. The largest syn
dicated B-loan approved was for $300 million to 
finance the Itá Hydroelectric Power Project in Bra
zil and the smallest B-loan was a $11 million fi
nancing for the Yellow Line Toll Road Project, the 
first private toll road in Brazil. 

Since its first syndicated loan closed in March 
1996, the Bank has counted on the presence and 
support of a wide array of leading international fi
nancial institutions, both as participants in B-loans 
and as Co-Arrangers with the IDB. Dresdner 
Kleinwort Benson, Deutsche Morgan Grenfell, and 
Westdeutsche Landesbank from Germany, Credit 
Lyonnais and Société Générale from France, ABN-
AMRO and ING Barings from the Netherlands, 
Chase Manhattan and Citicorp from the United 
States, and Union Bank of Switzerland have worked 
with the Bank as Co-Arrangers. A total of twenty-
five financial institutions from Belgium, France, 
Germany, Italy, Japan, the Netherlands, Spain, Swit
zerland, and the United States have participated in 
B-loans to date, and expectations are that number 
will grow considerably in the years to come. 

The B-loan program has proven to be an ef
fective tool for mobilizing medium- and long-term 
capital flows for the financing of infrastructure 
projects, one of the primary objectives of the Eighth 
Replenishment in establishing the private sector 
window. The Bank expects continued success with 
its syndicated B-loan program as it seeks to tap new 
funding sources and expand its investor pool. 
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ing, insurance and guarantees. For its part, the IDB 
has earmarked 5 percent of its annual lending pro
gram since 1995 to support private sector infrastruc
ture investments in borrowing member countries. 

IDB direct financing to the private sector in
creased considerably in 1997 with approvals reach
ing $320 million compared to $198 million the pre
vious year. The Bank approved its first private sector 
guarantee without a government counter-guarantee 
during 1997 for the Río Bogotá water treatment plant 
in Colombia. (See Box 8 for more details.) 

In addition to the growth experienced in its cu
red lending (A-loan) activity in 1997, the Bank also 
succeeded in increasing 
its loan syndication ac
tivities. In 1997, the 
Bank approved $563 
million in syndicated 
lending (B-loans), an 
increase of 136 percent 
over 1996 levels. While 
the absolute rate of in
crease in B-loans is im
pressive, perhaps more 
important has been the 
Bank's demonstrated 
ability to increase the 
catalytic ratio in which 
the Bank facilitates 
flows of private debt 
capital to development 
projects without itself 
having to commit a sig
nificant percentage of 
the total financing. The 
Bank increased its B-loan to A-loan catalytic ratio in 
1997 to 195 percent, up from 120 percent in 1996 
and 38 percent in 1995. Commercial banks involved 
in B-loans represent nine countries: Belgium, France, 
Germany, Holland, Italy, Japan, Spain, Switzerland and 
the United States. 

The majority ol approvals during the year were 
in the transportation sector, including four toll roads. 
Other approvals included two loans for power gen
eration projects, one for a gas pipeline and one for a 
water and sanitation program. Among the highlights 
of the projects supported by the Bank in 1997: 

• The Bank approved $25 million in financing 

PARAMARIBO, SURINAME. An IDB-financed tax administration 
modernization program has increased national tax revenues from 11 
percent of GDP in 1994 to 18 percent in 1996. The IDB approved a 
$1.8 million grant in 1997 to finance continuation of the program. 

(a $12 million A-loan and a $13 million B-loan) lor 
the Montevideo-Punta del Este Toll Road project. The 
Government of Uruguay awarded Consorcio del Este a 
13-year concession to build, operate and transfer 
(BOT) a 102 km coastal highway linking Montevideo 
to Punta del Este, a major tourist attraction in South 
America, and a 30 km highway which also links the 
two cities. This project sets a precedent in the trans
portation sector as the first highway concession 
granted by the Government of Uruguay to the private 
sector. Moreover, the highway system will make a sig
nificant contribution to the country's economic de
velopment as it directly supports the tourism indus

try, which represented 
25 percent of Uruguay's 
total export earnings in 
1996. 

• A $225 million 
syndicated financing (a 
$68.7 million A-loan 
and a $142 million B-
loan) lor the Yucatán 
Gas Pipeline project in 
Mexico was approved. 
Through a transporta
tion service agreement 
(TSA) with the Mexican 
government, Energía 
Mayakán will build, 
operate and own 
(BOO) approximately 
700 km of natural gas 
pipeline originating in 
Ciudad Pemex, in the 
State of Tabasco, to the 

cities of Campeche, Mérida and Valladolid. The pipe
line will be the first BOO project in the Mexican gas 
transportation sector and the first operation in the gas 
sector to be financed with debt resources. The project 
will provide significant environmental and economic 
benefits to the region by: 1) allowing power plants and 
industries to convert from combustion of fuel oil lo 
natural gas; and 2) allowing new plants and industries 
to be built. 

• The AES Paraná project, an 830 MW gas-fired 
combined-cycle plant located in San Nicolás, Buenos 
Aires Province was approved. This project marks the 
first merchant power plant to be financed on a project 
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finance basis in Argentina. Most of the electricity gen
erated from this BOO project will be sold directly to 
the national spot market, one of the most open, trans
parent and competitive in the world. The Banks sup
port of the project helps consolidate the market ori
ented process in Argentina. The new plant will provide 
reliable and cheap electricity to the national grid, con
tributing to the overall reduction in electricity prices 
and thus contributing to increased competition in the 
electricity market, not only within Argentina but also 
in the regional market. 

• The Bank approved a $375 million syndicated 
financing (a $75 million A-loan and a $300 million 
B-loan) for the Itá Hydroelectric Power Project in Bra
zil, which entails a 35-year concession for the con
struction and operation of the plant and ancillary fa
cilities. Itá is part of a ten-year expansion plan set out 
by ELETROBRAS, the Brazilian Federal Electricity Util
ity Holding Company, to increase the country's total 
installed capacity from 57,600 MW in 1996 to 90,200 
MW in 2006 in order to meet rising energy demands. 
Itá represents an important step taken by the Brazil
ian government to catalyze private sector participa
tion in the power sector. 

• The Bank also supported several sub-sover
eign projects under concession to the private sector, 
including toll roads in Brazil and Colombia and a water 
treatment plant in Colombia. 

The Bank's participation in these projects results 
in an important mobilization of debt and equity capital 
which has averaged more than six times the amount of 
financing provided by the Bank. In 1997, total A-loans 
and guarantees in the amount of $320 million mobi
lized more than $2.2 billion in capital for private sec
tor infrastructure projects. This translates into a cata
lytic ratio of $6.30 in private capital generated for every 
$1 of financing provided by the Bank. 

In addition to attracting private capital for badly 
needed infrastructure investments, the Bank can have 
an influence upon improving the regulatory environ
ments for those sectors it finances. Private sector 
projects financed by the Bank become an important 
catalyst to a very specific and detailed review of the 
adequacy of the regulatory environment in which 
those projects operate. They also present opportuni
ties to the Bank and the host governments to change, 
create or clarify certain regulations or regulatory struc
tures. 

Since the Bank began its private sector lending 
program in 1995, 16 projects for $614.7 million in 
direct lending have been approved. An additional 
$845.3 million in B-loans are being syndicated by the 
Bank and $31.25 million in guarantees have been ap
proved. To date, nearly $4 billion in infrastructure 
investments have been mobilized by these activities. 

The Bank's goal continues to be lo increase the 
diversification of its portfolio by sector and to increase 
the number of projects supported in the limited mar
ket economies where attracting private sector invest
ment and long term debt financing has been more 
difficult. Of the 16 projects approved to date, ten, or 
63 percent, were in the energy sector, representing 
the greatest sector concentration. These projects are 
by no means homogeneous, however, as they include 
the distinct businesses of generation, distribution, and 
transmission. The generation projects vary among 
themselves by type of fuel utilized (gas, coal and 
hydroelectric) and project off-take structures (mer
chant plants, PPAs). These energy projects are located 
in six countries and include both greenfield as well as 
expansion projects. 

Four of the 16 projects approved, or 25 percent, 
were in the transportation sector, all of which were 
toll roads in Brazil, Colombia and Uruguay. Two were 
in the water and sanitation sector in Colombia and 
Argentina. This sector has proven more difficult to 
finance given that the regulatory frameworks in most 
countries are less developed than in energy and it is 
not a sector in which private investments have a long 
standing tradition anywhere in the world. The Bank 
is working to increase the number of water and sani
tation projects in the portfolio, including the devel
opment of approaches for public/private partnerships 
which make such projects more viable for private par
ticipation. 

Portfolio Management 

The annual assessment of portfolio management for 
1996 concluded that 86 percent of the 419 major 
projects under execution are achieving their develop
ment objectives, while 14 percent (54 projects) were 
judged unlikely to achieve their goals unless corrective 
actions are taken. Management subsequently developed 
action plans for each of these 54 "problem projects" 
and will review their status on a regular basis. 
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The portfolio assessment also identified 112 
projects that were experiencing implementation diffi
culties of some kind (including 44 of the 54 "prob
lem projects" cited above, and 58 projects that are 
still expected to achieve their development objectives 
if timely solutions can be found). Weak institutional 
capacity in project executing agencies was identified 
as a major factor in 90 percent of these cases, leading 
the Bank to undertake a special study of this issue. 

The assessment, the fourth successive annual 
portfolio evaluation, marked the first time that the 
Bank was able to evaluate virtually the entire portfo
lio from the perspective of project implementation 
progress and expected achievement of development 
objectives. The structure of the portfolio reflects the 
rapid growth in IDB lending in recent years: 54 per
cent of the total portfolio commitment value ($35.4 
billion) was approved in the last three years. Changes 
in sectoral priorities are also notable: commitments 
for social projects increased by 10 percentage points 
(to 44 percent of total commitments) between 1994 
and 1996, offsetting, in part, the relative decline in 
lending for infrastructure projects. 

Implementation difficulties and problem projects 
were found to be concentrated in a number of coun
tries: 11 countries had portfolios in which projects 
experiencing problems with implementation or in 
meeting their development objectives accounted for 
more than 40 percent of the total commitment value, 
or in which more than 20 percent (by number) were 
problem projects. Accordingly, Management assigned 
priority to these 11 countries in planning its annual 
Country Portfolio Review missions, which are de
signed to discuss issues and resolve problems with 
the highest levels of counterpart authority. 

Forty-one projects exited the portfolio during 
1996, generally with positive results. One of them, 
the Rio Branco-Porto Velho highway project in Brazil, 
is now cited as a "best practices" example of effective 
portfolio management. In that case, the Bank sus
pended disbursements due to environmental con
cerns, but was able to work with local NGOs and de
centralized agencies to find solutions that were 
embraced by the local community and fully achieve 
the project's development objectives. 

Other examples of proactive portfolio manage
ment activities during 1997 included putting the Bank's 
new project performance monitoring (PPMR) system 

on-line, so that it can be updated and consulted on a 
continuous basis; and providing training to Country 
Office staff in using the system, in order to improve 
the quality of their inputs. A core group of sector spe
cialists were trained in the use of the PPMR system, 
assuring that each Country Office has at least one (and 
in many cases more than one) resource person to ad
vise colleagues and executing agencies in the objec
tives and uses of the system. 

Management intends to assist Country Offices 
and executing agencies in portfolio management ac
tivities in the medium term, as well as focus its own 
attention on portfolio management issues. A major 
objective in this regard is to better incorporate the 
lessons learned during project execution into the de
sign of new operations, so that Bank financed opera
tions continue to meet the needs of borrowers, while 
adequately taking into account differing institutional 
capacities for project execution. 



ZARCERO, COSTA RICA. Brothers Angel and Henry Guerrero pioneered growing organic crops in Costa Rica in 
1989 and have encouraged hundreds of other local farmers to cultivate them. The Guerreros received two loans 
from an IDB-funded cooperative to buy organic composters. 



THE YEAR'S LENDING 

TABLE V. DISTRIBUTION OF LOANS 
(In millions of U.S. dollars) 
Sector 1997 % 1961-97 

Summary 

The heart of the Bank's work is its financing of projects 
and programs. This section of the Annual Report con
tains a summary of the year's lending and country 
chapters which include a 
description of the loans, 
technical cooperation op
erations and small 
projects, and Multilateral 
Investment Fund (MIF) 
operations authorized by 
the Bank in 1997. The 
section concludes with in
formation related to the 
Bank's lending and tech
nical cooperation pro
gram and the Statement 
of Approved Loans. 

The loans autho
rized by the Bank in 1997 
came from the following 
sources: 

Ordinary capital re
sources: 92 loans for 
$5,649 million brought 
the cumulative total of 
loans, less cancellations, 
to 1,258 for $68,708 mil
lion as of December 31, 
1997. 

Productive Sectors 
Agriculture and Fisheries $ 
Industry, Mining and Tourism 
Science and Technology 

Physical Infrastructure 
Energy 
Transportation and 

Communications 

Social Sectors 
Sanitation 
Urban Development 
Education 
Social Investment 
Health 
Environment 
Microenterprise 

Other 
Reform and Modernization 

of the Slate 
Credit and Preinvestment 
Export Financing 

Export financing: Increases in previously ap
proved export financing credits from the ordinary 
capital and the Venezuelan Trust Fund for $24.6 mil
lion brought the cumulative total to $1,137.5 million 
as of December 31, 1997. 

The Bank agreed to partially defray up to 5 per
centage points of the interest of 7 loans for $220.8 
million, approved in 1997 from the ordinary capital 

resources, with funds 
from the Intermediate Fi
nancing Facility (IFF) 
created under the Sixth 
Replenishment. Tables V 
and VI show the loan dis
tribution by sector and 
the cumulative lending. 

157 
1 
0 

2.6 
0.0 
0.0 

$12,145 
7,527 
1,282 

14.5 
9.0 
1.5 

1,040 17.3 15,113 18.0 

959 15.9 11,210 13.3 

129 
677 
613 
792 
119 
255 
20 

798 
432 
25 

2.1 
11.3 
10.2 
13.2 
2.0 
4.2 
0.3 

13.3 
7.2 
0.4 

7,427 
5,254 
3,518 
3,572 
1,562 
1,398 
227 

9,902 
2,365 
1,508 

8.8 
6.3 
4.2 
4.3 
1.9 
1.7 
0.3 

11.8 
2.8 
1.8 

Total 

Fund for Special Operations: 13 loans totaling 
$283.4 million brought the cumulative total to 993 
loans, less cancellations, for $13,580 million as of 
December 31, 1997. 

Other funds: 2 loans totaling $84.9 million brought 
the cumulative total to 205 loans, less cancellations, 
for $1,721.7 million as of December 31, 1997. 

Total Cost of Projects 

The $6.02 billion m Bank 
loans help to finance 
projects involving a total 
investment of more than 
$12.2 billion. The Bank's 
loans cover only a part of 
the total cost of the 
projects being carried out 
by the borrowing coun
tries. The balance over 
and above the Bank's con
tribution comes from the 
Latin American and Car
ibbean countries and, in 

some cases, other sources of financing. A country-by-
country breakdown is shown in Table VIII. 

Disbursements 

The Bank's disbursements on authorized loans 
amounted to $5,468 million in 1997, compared with 
$4,316 million in 1996. As of December 31, 1997, 

$6,017 $84,010 
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TABLE VI. THE BANK'S YEARLY (1997) AND CUMULATIVE LOANS (1961-97)1 

(¡n millions of U.S. dollars) 

Country 

Detail by Funds 

Total Amount Ordinary Capital2 

Fund for 
Special 

Operations 

1997 1961-97 1997 1961-97 1997 1961-97 

Funds in 
Administration 

1997 1961-97 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 
Chile 

J 1,262.6 $11,012.6 $1,246.1 $10,323.0 16.5 $ 640.6 
0.8 

3.5 
27.6 

1,477.0 

250.8 
282.1 

3.5 
2,442.6 

15,219.4 
3,985.0 

0.8 

3.5 

1,477.0 

248.8 
218.2 

3.5 
1,015.2 

13,553.2 
3,739.2 

27.1 

42.8 

1,355.4 
1,535.7 

203.3 

49.0 
2.0 

21.1 

72.0 
130.5 
42.5 

Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 

226.5 
40.6 
95.0 

235.1 
104.1 
183.6 
41.0 

6,552.5 
2,013.8 
1,485.2 
3,418.9 
2,262.6 
1,757.0 

599.6 

226.5 
40.6 
93.2 

197.3 
104.1 
183.6 

5,730.7 
1,533.9 

690.2 
2,393.2 
1,377.9 
1,066.0 

106.8 

37.i 

41.0 

760.3 
351.8 
707.2 
937.5 
750.2 
630.9 
485.9 

61.5 
128.1 
87.8 
88.2 

134.5 
60.1 
6.9 

Haiti 
Honduras 
Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

50.0 
20.5 
43.7 

271.0 
90.0 

286.2 
59.4 

665.6 
1,672.2 
1,249.2 

11,470.7 
1,259.8 
1,633.8 
1,421.8 

32.7 
271.0 

286.2 
59.4 

503.5 
903.0 

10,847.4 
242.9 

1,319.8 
831.3 

50.0 
20.5 

90.0 

659.3 
1,116.1 

163.8 
559.0 
966.5 
281.3 
578.2 

11.0 

6.3 
52.6 

182.4 
64.3 
50.4 
32.7 
12.3 

Peru 
Suriname 
Trinidad and Tobago 
Uruguay 
Venezuela 
Regional 

219.2 

2.1 
337.3 

50.0 
890.5 

4,180.0 
17.1 

907.2 
1,981.4 
3,495.3 
2,770.1 

219.2 

337.3 
50.0 

820.5 

3,540.8 
14.8 

854.6 
1,835.5 
3,321.0 
2,493.6 

418.1 
2.3 

31.2 
104.1 
101.4 
197.2 

2.1 

70.0 

221.1 

21.4 
41.8 
72.9 
79.3 

Total $6,017.3 $84,009.8 $5,649.0 $68,708.0 $283.4 $13,580.1 $84.9 $1,721.7 

'After cancellations and exchange adjustments. Totals may not add up due to rounding. 
2 Excludes private sector syndications 

cumulative disbursements, including exchange adjust
ments, totaled $61,431 million, or 73 percent of the 
loans authorized by the Bank. The 1997 disbursements 
and cumulative totals by funds include: 

Ordinary capital resources: $4,958 million, bring
ing the cumulative total to $48,024 million as of De
cember 31, 1997. 

Fund for Special Operations: $493 million, bring
ing the cumulative total to $11,775 million as of De
cember 31, 1997. 

Other Funds: $16.7 million, bringing the cumu
lative total from funds administered by the Bank to 
$1,631 million as of December 31, 1997. 

The distribution of 1997 and cumulative dis
bursements by country appears in Table VII. 

Repayments 

Loan repayments amounted to $2,558 million in 1997. 
Cumulative repayments as of December 31, 1997, 
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TABLE VII . YEARLY (1997) AND CUMULATIVE DISBURSEMENTS (1961-97) 1 

(In millions of U.S. dollars) 

Country 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 
Chile 

Total Amount 

1997 

$ 974.7 
25.3 
15.2 
0.4 

116.2 
1,368.2 

22.3 

1961-97 

$ 7,713.5 
167.5 
203.4 

0.4 
2,008.3 
9,734.7 
3,905.7 

Ordinary Capital2 

1997 

956.0 
25.3 
15.2 
0.4 

30.7 
1,308.4 

22.3 

1961-97 

. 7,090.5 
165.5 
141.6 

0.4 
939.3 

8,179.5 
3,659.9 

Detail by Funds 

Fund fo r 
Special Operations 

Funds in 
Administrat ion 

1997 

$ 18.7 

85.5 
59.8 

1961-97 1997 1961-97 

574.0 

42.8 

997.0 
1,424.6 

203.3 

49.0 
2.0 

19.0 

72.0 
130.6 
42.5 

Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 

Haiti 
Honduras 
Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

Peru 
Suriname 
Trinidad and Tobago 
Uruguay 
Venezuela 
Regional 

TOTAL 

322.6 
125.4 
44.9 

142.6 
128.2 
100.9 
32.4 

5,207.1 
1,497.6 
1,167.1 
2,655.7 
1,653.1 
1,285.7 

398.0 

49.7 
50.0 
61.4 

554.2 
73.9 

145.2 
104.1 

386.0 
1,489.1 
1,019.9 
9,193.4 

996.5 
1,091.8 

937.1 

587.9 

48.1 
178.7 
73.8 

121.9 

3,310.8 
16.7 

501.6 
1,237.6 
1,944.3 
1,707.9 

301.4 
125.4 

19.8 
127.3 
106.1 
80.6 

14.9 
50.3 

552.2 
10.5 

144.4 
71.7 

585.3 

45.6 
178.7 
73.8 

111.9 

4,436.8 
1,017.7 

433.6 
1,712.8 

784.6 
674.9 
106.8 

489.3 
673.5 

8,588.7 
234.9 
781.4 
392.2 

2,688.9 
14.7 

450.5 
1,091.7 
1,770.0 
1,504.4 

21.2 

23.6 
15.3 
22.1 
20.3 
32.4 

49.7 
35.1 
0.1 

63.4 
0.8 

32.4 

2.6 

0.3 

10.0 

708.8 
351.8 
647.5 
854.7 
734.0 
550.7 
284.3 

379.6 
949.3 
163.8 
559.0 
711.2 
277.7 
532.7 

400.8 
2.0 

29.8 
104.1 
101.4 
190.2 

1.5 

11.0 
2.0 

2.2 

After exchange adjustments. Totals may not add up due to rounding. 
! Excludes private sector syndications. 

61.5 
128.1 
86.0 
88.2 

134.5 
60.1 

6.9 

6.4 
50.5 

182.6 
45.7 
50.4 
32.7 
12.2 

221.1 

21.3 
41.8 
72.9 
13.3 

$5,468.2 $61,430.5 $4,958.2 $48,024.1 $493.3 $11,775.1 $16.7 $1,631.3 

were $28,183 million. Repayments received by the 
Bank during the year, identified by sources of loan 
funds, were: 

Ordinary capital resources: $2,244 million, bring
ing the cumulative total, before repayments to par
ticipants, to $20,719 million as of December 31, 1997. 

Fund for Special Operations: $274 million for a 
cumulative total of $4,899 million as of December 
31, 1997. 

Other funds: $40 million, bringing the cumula
tive total to $1,491 million as of December 31, 1997. 
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TABLE VIII. YEARLY (1997) AND CUMULATIVE (1961-97) TOTAL COST OF PROJECTS1 

(In millions of U.S. dollars) 

Latin America's 
Total Cost Bank's Loans2 Contributions 

Country 1997 1961-97 1997 1961-97 1997 1961-97 

Argentina $2,277.5 $26,393.9 $1,262.6 $11,012.6 $1,014.9 $15,381.3 
Bahamas 0.8 404.8 0.8 250.8 0.0 154.0 
Barbados 0.0 446.7 0.0 282.1 0.0 164.6 
Belize 4.5 4.5 3.5 3.5 1.0 1.0 
Bolivia 43.3 4,084.1 27.6 2,442.6 15.7 1,641.5 
Brazil 3,161.0 53,936.7 1,477.0 15,219.4 1,684.0 38,717.3 
Chile 0.0 10,046.0 0.0 3,985.0 0.0 6,061.0 

Colombia 543.4 17,564.1 226.5 6,552.5 316.9 11,011.6 
Costa Rica 58.9 3,456.1 40.6 2,013.8 18.3 1,442.3 
Dominican Republic 118.1 2,189.7 95.0 1,485.2 23.1 704.5 
Ecuador 342.4 6,469.3 235.1 3,418.9 107.3 3,050.4 
El Salvador 107.9 3,598.0 104.1 2,262.6 3.8 1,335.4 
Guatemala 236.5 3,231.7 183.6 1,757.0 52.9 1,474.7 
Guyana 45.6 766.1 41.0 599.6 4.6 166.5 

Haiti 55.0 917.7 50.0 665.6 5.0 252.1 
Honduras 23.6 3,353.0 20.5 1,672.2 3.1 1,680.8 
Jamaica 102.3 2,038.4 43.7 1,249.2 58.6 789.2 
Mexico 349.6 33,675.4 271.0 11,470.7 78.6 22,204.7 
Nicaragua 104.2 2,251.7 90.0 1,259.8 14.2 991.9 
Panama 450.5 3,081.9 286.2 1,633.8 164.3 1,448.1 
Paraguay 115.6 2,087.3 59.4 1,421.8 56.2 665.5 

Peru 326.0 7,915.4 219.2 4,180.0 106.8 3,735.4 
Suriname 0.0 29.7 0.0 17.1 0.0 12.6 
Trinidad and Tobago 3.6 1,401.7 2.1 907.2 1.5 494.5 
Uruguay 485.3 3,384.6 337.3 1,981.4 148.0 1,403.2 
Venezuela 96.0 12,000.0 50.0 3,495.3 46.0 8,504.7 
Regional 3,150.5 13,686.5 890.5 2,770.1 2,260.0 10,916.4 

Total $12,202.1 $218,415.0 $6,017.3 $84,009.8 $6,184.8 $134,405.2 
! Cumulative loans after cancellations and exchange adjustments. Totals may not add up due to rounding. 
2 Excludes private sector syndications. 
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ARGENTINA 

The Bank has made 188 loans totaling $11,012 mil
lion to Argentina. Cumulative disbursements to
taled $7,713 million. 

Youth Productivity and Employability Support 
($370 million loan from the OC) 

This program will finance job training, scholarships 
and other employment and educational opportuni
ties for some 750,000 young people from low-income 
families. 

The government has made substantial efforts in 
recent years to counter the effects of high unemploy
ment rates through temporaryjob programs and train
ing. However, these measures have not been able to 
check unemployment among low-income youth, the 
population group with the highest jobless rate. By 
1996, more than a third of the economically active 
young population was unemployed and the second
ary school dropout rate had increased to 48 percent. 

This program is designed to provide opportuni
ties for young people who are unemployed, under
employed or displaced because of restructured pro
duction processes. Subprograms will 

• Provide an estimated 9,000 training courses 
in such areas as industrial services, processing indus
tries, construction, management, health, recreation 
and tourism, agriculture, and information technology. 

• Award scholarships to nearly 200,000 students 
in danger of dropping out. 

• Develop a national network of employment 
offices and vocational councils. 

• Expand and improve facilities at the neediest 
schools, purchase and distribute instructional mate
rials for students and faculty, and provide career de
velopment training for faculty. 

Integrated Development for Urban Areas 
($260 million loan from the OC) 

This program will promote the integrated economic 
development of five of Argentinas largest cities out
side the capital: Córdoba, La Plata, Mendoza, Rosario 
and Tucumán. Together they account for nearly 20 
percent of GDP and have a combined population of 
5.5 million. 

The Argentine government has promoted decen
tralization throughout the 1990s to achieve more bal
anced and transparent public spending, a better-fo
cused subsidy system, and more effective and efficient 
public investments. This program will build on that 
strategy by helping cities become more economically 
competitive, improving the quality of urban life and 
services, spurring production, and addressing envi
ronmental problems. 

The program will support reforms designed to 
improve municipal efficiency, including reorganiza
tion of administrative structures, reforms in tax codes, 
rationalization of staff and hiring procedures, and de
regulation and other legal changes that facilitate pri
vate investment. A consultative mechanism will be 
established so that the various municipalities in a given 
metropolitan area can identify economical and effi
cient ways to deliver services that cut across munici
pal boundaries. 

The program will also finance investments and 
reforms in sectors such as transportation, water and 
sanitation, and urban renewal. Training in the form 
of courses and seminars will be provided to some 
35,000 city government workers in order to ensure 
effective implementation of the program. 

Environmental Management of the Matanza-
Riachuelo River Basin 
(S250 million loan from the OC) 

This program will reduce flooding, control industrial 
pollution and implement a land use plan for this 
heavily populated river basin that includes low-in
come areas of metropolitan Buenos Aires. 

The Matanza-Riachuelo River Basin covers over 
2,000 square kilometers and is home to 3 million 
people, most in the highly industrialized eastern por
tion. Rapid urbanization and unplanned growth have 
prompted a number of environmental problems, par
ticularly frequent flooding and pollution from un
treated sewage and industrial waste. 

This program will finance construction of six 
pumping stations and eight kilometers of dikes along 
the Matanza and Riachuelo Rivers, as well as drainage 
works in nine sub-basins where flooding is most se
vere. Effluent control programs will be developed for 
the 65 large industrial firms that account for 80 per
cent of discharges in the basin. Another 1,000 com-
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panies will be inventoried and licensed to assure their 
compliance with environmental requirements. Five 
illegal dump sites will be converted into sanitary land
fills or parks. 

The program will develop land use and trans
portation plans as well as finance urban improvements 
and restorations in neighborhoods such as the La Boca 
tourist area. Finally, resources will be used to 
strengthen and promote coordination among the dif
ferent municipal, state and federal jurisdictions in
volved in the clean-up. 

Business Development Support 
($100 million loan from the OC) 

This program will provide cofinancing, training and 
other services to boost the competitiveness of small 
and medium-sized enterprises (SMEs) within open 
economies. 

SMEs employ an estimated 63 percent of all wage 
earners in Argentina and play an important role in 
fostering income stability, economic growth and job 
creation. Because modern economies operate as com
plex networks in which businesses depend in part on 
the efficiency of their suppliers, SMEs also have a na
tional economic impact, affecting Argentina's reach 
into export markets as well. In recent years, SMEs have 
had to incorporate advances in technology and pro
duction and have been impacted by structural changes 
from market liberalization, deregulation and economic 
integration. 

Some 2,500 businesses will receive matching 
grants to develop projects that create competitive al
liances through the joint sale of products or services, 
group purchasing, shared distribution channels, or 
shared capital goods. Training and technical assistance 
will be provided to stimulate development of a sup
port services market specifically geared to SMEs. The 
program will also include special measures designed 
to encourage participation by women in each program 
component. 

Support for Formal Establishment of the 
Federal Public Revenue Administration 
($96 million loan from the OC) 

This program aims to improve fiscal management by 
strengthening a recently-created federal revenue 

agency that merges tax and customs services and by 
supporting reforms to reduce evasion and streamline 
administrative procedures. 

Despite headway over the last five years, non
compliance with lax and customs obligations, exac
erbated by complex administrative methods, contin
ues to be a problem in Argentina. The Federal Public 
Revenue Administration was created in 1996 to con
solidate structural reforms designed to boost revenues 
and make the system more user-friendly and equitable. 

Five key areas will be strengthened: 
• Support changes to the legal and regulatory 

framework governing tax and customs administration, 
particularly in the areas of legal action for investiga
tion and collection of claims arising from audits. 

• Simplify and implement procedures to moni
tor compliance by taxpayers and customs users. 

• Increase information technology capacity, pro
moting its development and use throughout the 
Agency. Install technological infrastructure (inte
grated systems and databases, communications net
work). 

• Bolster managerial capacity through training 
and reformulate human resource policies and manage
ment. Develop and implement new corporate identity. 

• Improve audit systems at both the national and 
regional levels. 

Technical Education Reform 
($82.5 million loan from the OC) 

Argentina has seen growing demand for better trained 
workers in recent years due to rapid technological 
change, growth of the services sector, and increased 
competition in the labor market. Enrollment in post-
secondary technical education increased by 57,000 
students from 1994 to 1996 while university enroll
ment remained stable. 

This program will offer funding to provinces, 
municipalities, academic institutions and the produc
tive sector to establish quality and innovative techni
cal education programs that are tailored to the labor 
market. Some 125 new projects will be designed to 
train skilled manpower in the areas of greatest need, 
including industrial technology, services and health. 
An estimated 15,000 students will participate in the 
program. Goals include attaining rates of 75 percent 
for student retention and for numbers of graduates 
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finding employment. Retraining will also be provided 
for 5,000 workers already in the labor force. 

An accreditation and evaluation system will also 
be established to assess the quality of technical edu
cation on an ongoing basts. Experts in curriculum, 
institutional development, procurement and opera
tional costs will be hired to 
both develop a long-term 
evaluation system and to as
sure the relevance, quality 
and cost-effectiveness of 
projects proposed under the 
current program. 

AES Paraná Generating 
Facility 
($66 million loan from the OC, with 
a "B" loan of approximately S66 
million and cofinancing from EXIM 
of Japan) 

An 830 MW gas-fired electric 
power plant to be built and 
operated with this financing 
will provide a low-cost, stable 
and clean power supply to 
help meet Argentina's grow
ing demand for electricity. 

The opening of Argen
tina's economy has stimulated 
the use of electricity-intensive 
industrial and commercial 
equipment in the productive 
sectors and has led to lower 
prices for electrical appli
ances, spurring residential 
energy consumption. De
mand for electricity in com
ing years is expected to con
tinue to grow above forecasted 
increases in GDP 

The new gas-fired com
bined cycle unit will be built within the site of an 
existing thermal generation power plant in San 
Nicolás, about 240 km northwest of Buenos Aires. 
The plant was privatized in 1993, and its major share
holders, including AES Americas, Inc., aim to become 
more competitive by introducing a more efficient, 

RIO NEGRO, ARGENTINA. Research by technician 
Esther Beatriz Camacho of the Center for Industrial 
Research and Technical Assistance (CIATI) aims to 
improve Rio Negro's agroindustrial output. The prov
ince produces 1.5 million tons of apples and pears 
annually. CIATI is one of several institutions supported 
by a $95 million IDB loan to link scientific and tech
nological research and productive enterprises. 

modern and environmentally-friendly gas-fired facil
ity. Most of the electricity from the project will be sold 
directly to the national grid. The project includes 
the construction of a 9 km electric interconnection 
and a 16 km gas distribution pipeline. 

The plant will be the country's first independent 
producer that sells electric
ity to the national grid with
out traditional long-term 
power purchase agreements. 
The Bank's part icipat ion 
through the A/B loan is ex
pected to facilitate mobiliza
tion of private resources, re
duce risk perception in the 
market, and allow longer 
tenor and lower spreads. 

Support for Vulnerable 
Groups 
(SI6.5 million loan from the OC, 
$16.5 million loan from the FSO, 
and a $5 million TC) 

This program aims to make 
social services more equi
table, by improving access to 
them by targeted groups, 
promoting a more participa
tory approach, and improv
ing coordination between 
government agencies and 
civil society groups. 

Responsibility for so
cial expenditures has been 
shifting in the 1990s in Ar
gentina from the federal gov
ernment to the provinces 
and municipalities, with in
creasing participation by 
nongovernment groups as 
well. The potential benefits 

of this decentralization have been constrained by co
ordination problems between the different levels of 
government, lack of experience with program selec
tion, monitoring and evaluation, and limited partici
pation by beneficiaries and NGOs. 

This program supports a government Social Ac-
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tion Plan designed to address the special needs of the 
most vulnerable groups, including female heads of 
households, youth, the elderly, the disabled, and in
digenous peoples. Key to the program is to institu
tionalize a participatory planning process that pro
motes solidarity among beneficiaries, stimulates their 
demand for social services, and strengthens the orga
nizational capacity of participating local governments, 
community organizations and indigenous groups. 

Nearly 10,000 people are expected to benefit 
from 96 projects in eight urban areas. To be eligible, 
at least 70 percent of the families in a participating 
barrio must be living below the poverty line. The pro
gram will finance design and implementation of com
munity development plans for daycare centers, meal 
programs for the elderly, job training, youth leader
ship activities, training for families of disabled per
sons and nutrition programs, among others. Techni
cal assistance, training and equipment will be provided 
to establish a national Beneficiary Identification and 
Registration System for Social Programs. 

Support for the Instituto Psicopedagógico de 
Nivelación Aranguren, Sociedad Rural del Sur 
Riojano, Cooperati\a La Riojana, and the 
Cooperativa de Trabajo Hogar Rural 
($1.805 million in loans and $840,000 in TC grants from the FSO) 

This financing will support four different agriculture-
related small projects, including training in horticul
ture for the disabled, construction of reservoirs to 
prevent erosion, improvement of farm irrigation sys
tems, and provision of credit and marketing programs. 

A loan and grant totaling $770,000 to the 
Instituto Psicopedagógico de Nivelación Aranguren aim 
to improve employment and social prospects for 500 
young people with mental disabilities by establishing 
a training center for horticulture and honey produc
tion in the Province of Buenos Aires. The Sociedad 
Rural del Sur Riojano will receive a $690,000 loan and 
grant to help cattle producers in southern La Rioja 
combat desertification. The program will build and 
desilt reservoirs, plant buffel grass, install electric fenc
ing and promote sustainable management through 
cattle rotation. 

A loan and grant totaling $700,000 to the 
Cooperativa La Riojana will finance installation of a 
trickle irrigation system for grape growers in the com

munities of Malligasta and Anguinán. Hogar Rural will 
receive a $485,000 loan and grant to strengthen man
agement, improve marketing and establish a revolv
ing credit fund. Based in the Province of Mendoza, 
the cooperative produces jams, sweets, honey and aro
matic herbs. 

Prefeasibility Studies for Andean Border Passes 
($695,400 TC grant from the USTDA-IDB Evergreen Fund for Tech

nical Assistance) 

This program will foster trade, tourism and integra
tion between the MERCOSUR countries by financing 
prefeasibility studies of proposals to improve or build 
roads to cross the Andes Mountains between Argen
tina and Chile. 

With trade between Chile and Argentina increas
ing by some 20 percent annually in recent years, im
proving ground connections between the two coun
tries has taken on added importance. Despite the fact 
most existing roads are unpaved and closed for part 
of the year due to the weather, an estimated 60 per
cent of cargo between the neighboring countries is 
shipped by ground. 

This program will finance studies of 15 possible 
passes across the Andes at sites spanning the entire 
border. The proposed sites include Jama, Sico, San 
Francisco, Pircas Negras, Agua Negra, Cristo Redentor, 
Pehuenche, Pino Hachado, Cardenal Samoré, 
Coihaique, Huemules, Integración and San Sebastián. 
The studies will examine improvements needed in ex
isting roads and their costs, environmental impact, 
and the economic, financial, fiscal and distributive ef
fects of the investments. 

Microenterprise Support Services 
($1.9 million MIF grant) 

This project will promote the development of a micro-
enterprise support services system in the cities of 
Mendoza and La Plata. The executing agency is the 
Confederación General de la Economía (CGE), which 
will cofinance project activities. 

The project will improve the competitiveness of 
microenterprises producing goods and services, facili
tating their access to business services. Considering 
the low level of development and complexity of the 
market for nonfinancial services, the project proposes 
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that business associations take the lead in stimulating 
the demand for these services. The objective of the 
project is to provide initial temporary subsidies, al
lowing a large enough number to eventually pay the 
cost ol the service, permitting the sustainability of 
the project after the MIF grant has been disbursed. 

Strengthening of Sanitation Services in the 
Province of Santa Fe 
($600,000 MIF grant) 

The project will contribute to strengthening the sani
tation services regulatory agency ENRESS so that it 
will be capable of per
forming its functions 
effectively. The project 
will also provide tech
nical assistance to help 
service providers out
side the Aguas Provin
ciales de Santa Fe con
cession area adjust to 
the current regulatory 
framework as well as to 
set up customer ser
vice systems and de
sign ou t reach p ro 
grams. 

Advisory Center for 
New Business 
($ 2.5 million MIF Grant) 

The project will be ex
ecuted by the Centro 
Asesor de Nuevas Em
presas within the Banco Mayo Foundation, which will 
contribute counterpart funding of $2.5 million. The 
purpose of the project is to support the creation of 
small competitive businesses to contribute to the 
country's economic development and the expansion 
of employment. The Center would specifically seek 
to support new initiatives in high-value-added sec
tors and provide assistance to entrepreneurs who wish 
to modernize their businesses. The project activities 
will principally focus on providing technical assistance 
to small business in order to strengthen and consoli
date their management and operation. 

NASSAU, BAHAMAS. It's recess for the 950 students at the Pinewood 
Gardens Elementary School, built with IDB funds. A 1994 Bank loan 
for $21 million to improve education in the Bahamas is financing 
construction and equipping of schools and libraries, curriculum de
velopment, and training for teachers and staff. 

BAHAMAS 

The Bank has made 12 loans totaling $250 million 
to the Bahamas. Cumulative disbursements totaled 
$167 million. 

Geographic Information System 
($992,000 TC grant from the Japanese Trust Fund for Consultancy 

Services) 

This program will improve land management by es
tablishing a computerized digital information system 
that can collect and analyze geographic data. 

As is common in 
many British Common
wealth countries of the 
Caribbean, a large per
centage of total land in 
the Bahamas is held by 
the government and 
leased through rental, 
purchase or freehold 
agreements. Adminis
tration of these lands 
could be improved 
through better map
ping and inventory 
p rocedures and by 
streamlining land use 
laws and regulations. 

This program 
will finance the equip
ment and expertise 
necessary to install a 
network of 11 geo
graphic information 

systems (GIS) at key public agencies involved in land 
development and planning. Training will be provided 
on GIS hardware and software operations, applica
tion of GIS to issues important to each agency, and 
system maintenance. The program will also support 
establishment of an overall geographic information 
policy to define information exchange procedures 
between government agencies and other public and 
private users. 
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Solid Waste Management 
($800,000 loan from the OC and $100,000 grant from the Cana
dian Technical Cooperation Program). 

This operation will provide funds for the preparation 
of the Solid Waste Management Program ol the Com
monwealth of The Bahamas that has three components: 
(i) regulatory adjustments and institutional strength
ening; (ii) priority investments 
for disposal facilities at New 
Providence and ten Family 
Islands with significant popu
lation; and (iii) a health envi
ronmental education and 
awareness program. 

New regulations under 
the Environmental Health 
Services Act will be imple
mented during execution to 
accommodate changes such 
as a separation between the 
operational and regulatory 
functions. The institutional 
strengthening component 
will aim to support the regu
latory adjustments improving 
the new role of the national 
entities in charge of solid 
waste management. 

The priori ty invest
ments for disposal facilities 
would include for New Provi
dence the following: (i) ex
panded sanitary landfill at the 
present location on Harrold 
Road; (ii) composting, recy
cling and hazardous and spe
cial waste treatment and stor
age facilities at Harrold Road; 
(iii) possible dry waste land
fill and vehicle crushing fa
cility at the Bonefish Pond disposal site. At Grand 
Bahama, a regional sanitary landfill is proposed at 
Eight Mile Rock to serve Freeport and both East and 
West Grand Bahama as well as needed transfer facili
ties. The closure of all of the other existing dump sites 
will be part of the program. Regional modified sani
tary landfills are proposed for the Family Islands. 

ST. MICHAEL, BARBADOS. Lab technician at the Uni
versity of the West Indies (UWI) demonstrates the heat-
absorbing panel of a solar drier. The low-cost drier is 
designed to help small agricultural producers dry goods 
for shipment. Financing to distribute and commercial
ize the drier came from a research and development 
fund included in a $56 million IDB loan to UWI in 
1992. 

BARBADOS 

The Bank has made 35 loans totaling $282 million 
to Barbados. Cumulative disbursements totaled 
$203 million. 

Barbados Port Authority 
($300,000 MIF grant) 

The program will support the 
contracting of specialized ad
visory services to assist the 
Barbados Port Authority 
(BPA) in defining its associa
tion with private investors/ 
operators for construction, 
management, operation and 
financing of facilities for 
cruise ships and passengers 
in the port of Bridgetown, 
and in preparing the docu
ments required for interna
tional bidding on the project 
selected for tendering. 

BELIZE 

The Bank has made 2 loans 
totaling $3.5 million to 
Belize. Cumulative dis
bursements totaled 
$.4 million. 

Environmental and 
Social Technical 
Assistance 
(S2.6 million loan from the OC) 

A regional plan designed by 
this project will guide land 

development, establish administrative mechanisms 
and identify programs to mitigate the impact of rapid 
economic and social changes in southern Belize. 

The southern region is the most underdeveloped 
in Belize and home to a quarter of the country's poor. 
Key to the government's strategy to develop the region 
is to upgrade and pave the 167-km Southern Highway. 
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This technical cooperation will finance programs that 
address the potential effects of the road project, such as 
agroindustrial expansion, deforestation, population 
growth and increased tourism. Programs will develop 
land management and zoning plans, improve survey 
methods to resolve land tenure issues, establish pro
tected areas, and promote community participation, 
particularly by indigenous groups. 

Land Administration 
($902,000 loan TC from the OC and a $350,000 grant from the 

Danish Technical Cooperation Trust Fund) 

Efficient land administration is critical for the proper 
functioning of land markets in Belize, particularly for 
small farmers, agribusiness and tourism. This project 
will establish reliable systems for land records man
agement and for adjudication of land rights. 

Problems with records management and a back
log of surveys—required for titling and for the use of 
land for bank collateral—have left many Belizeans 
without clearly defined rights to the land they occupy. 
This situation discourages investment, which in turn 
constrains growth in various sectors, particularly ag
ricultural productivity. 

Through technical assistance, consulting services 
and training, this project will clarify land rights on 
9,600 rural parcels, representing about 40 percent of 
the country's agricultural land area. The project also 
will strengthen land administration, recordkeeping 
and information management related to titles and 
leases to government lands. A computerized Land 
Revenue System will be developed to increase gov
ernment revenue through improved accounting, land 
valuation, taxation and rent collection procedures. 
Finally, 9,600 land parcels will be surveyed using a 
computerized and satellite-based methodology that 
is expected to reduce survey costs by over 60 percent. 

Youth Employment Services 
(5792,000 MIF grant) 

The program represents the first effort in the country 
to design and carry out an efficient labor market bro
kerage service that could be implemented within the 
national vocational training system. Approximately 
500 young people will receive training and technical 
assistance from an improved job placement and vo

cational training system, enabling them to enter the 
private sector work force. Four intermediary training 
providers will learn to deliver market-driven skills 
training. At least 60 private firms and individual en
trepreneurs are expected to participate in the program 
as potential employers, mentors, financial intermedi
aries and providers of demand-driven skills training. 

BOLIVIA 

The Bank has made 127 loans totaling $2,442 mil
lion to Bolivia. Cumulative disbursements totaled 
$2,008 million. 

Comprehensive Services for Children Under Six 
(S20 million loan from the FSO) 

A range of social services provided under this pro
gram will focus on the early growth and development 
of some 70,000 poor children in 200 municipalities 
across Bolivia. 

Three-quarters of the nearly 1.6 million Boliv
ian children under six years old live in poverty. They 
face a host of circumstances that often impede their 
physical, intellectual and social development from 
birth. This program will finance construction or re
pairs of facilities for children and provide materials, 
equipment, and food in hundreds of communities. 
To improve children's nutrition, health and readiness 
for school, Comprehensive Child Development Cen
ters will be established to extend and enhance cover
age of child development and day care. 

Key to the program is encouraging involvement 
of families, communities and public and private insti
tutions involved in early child development. Training 
will be provided for parents and care providers, and 
technical assistance will strengthen the capacity of agen
cies to develop and provide effective child services. 

Decentralization of the National Public 
Investment System 
($7 million loan from (he FSO) 

This project will support administrative and financial 
decentralization by implementing a National Public 
Investment System at the departmental and munici
pal levels. 
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As a result of structural reforms earlier in the 
decade, decentralized public investment today ac
counts for 70 percent of total government investment 
expenditures in Bolivia. The complexity and swiftness 
of this process of revenue sharing has pointed up 
weaknesses at local levels in public investment pro
gramming and preinvestment management. 

The National Public Investment System will 
serve as a technical efficiency standard for the pro
gramming of public investments in the country's nine 
departments and in 11 of the principal municipal gov
ernments, including all department capitals. Regula
tions, instruments and procedures will be put in place 
to help decentral
ized public agencies 
prepare, evaluate, 
prioritize, finance 
and carry out invest
ment programs. Pre
investment studies, 
master plans, and 
consulting services 
will examine ways to 
rationalize spending 
while ensuring viable 
public investments 
that produce ad
equate returns. 

OPOQUERI, BOLIVIA. IDB and Ministry of Education officials meet with 
staff, teachers and parents of a rural primary school to hear their opinions 
of a new bilingual education program. The meeting was part of a mid-term 
evaluation of an educational reform project financed by an $81.4 million 
1994 IDB loan. 

Decentralization 
of the National 
Public Invest
ment System 
($650,000 TC grant from 
the FSO) 

This program will rationalize and decentralize gov
ernment investment by putting in place a National 
Public Investment System (NPIS) to strengthen the 
capacity of small and rural municipalities to design 
and carry out their own investment projects. 

This program will help 27 rural municipalities 
in project identification, development of preinvest
ment studies, project management and follow-up, 
procurement, and information systems. More than 100 
local officials will receive training on NPIS procedures 
and regulations. Project consultants will develop NPIS 
procedures suited to rural municipalities, and action 

plans established in the beneficiary communities to 
identify technical assistance, training and equipment 
needed to implement the national investment system 
effectively. 

Support for the Fundación para Alternativas de 
Desarrollo 
($600,000 grant from the Swedish Trust Fund for the Financing of 
Micro and Small Enterprise Activities in Bolivia) 

This program will enable the Fundación para 
Alternativas de Desarrollo (FADES) to open three new 
rural credit agencies and extend loans to some 800 

small farmers in the 
Valle Bajo region in 
the Department of 
Cochabamba. This 
program will estab
lish a revolving credit 
fund in the Capi-
nota, Quillacollo 
and Parotani areas of 
Cochabamba popu
lated primarily by 
indigenous peoples. 

FADES is a pri
vate, nonprofit orga
nization that since 
1986 has extended 
credit to over 80,000 
rural microentre
preneurs in rural 
and peri-urban ar
eas throughout Bo
livia. FADES has 19 

agencies from which it serves small farmers in 114 
municipalities. 

Support for the Cooperativa Jesús Nazareno 
($500,000 SP loan and $100,000 grant from the European 
Community's Special Fund for Microenterprise Financing) 

This small project program will establish a revolving 
credit fund in the Department of Santa Cruz for low-
income small farmers who do not have access to com
mercial credit sources. 

Many farmers in the targeted area—nine rural 
communities that make up the province of Ñuflo de 
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Chavez—migrated from the Altiplano following the 
1983 drought. Most families received a 50-hectare 
parcel from Bolivia's National Settlement Institute, but 
few have the means to cultivate even half their land. 
Principal crops are soybeans, sunflower and cotton. 
This program is expected to help some 200 families 
expand cultivation and double their annual income. 

The Cooperativa Jesús Nazareno is a nonprofit or
ganization that promotes economic and social devel
opment, extends credit and promotes savings. Since 
1991, when the cooperative agreed to operate under 
regulations established by the Superintendency of 
Banks, savings and lending have increased by over 30 
percent annually. This program will enable the coop
erative to expand what has been principally an urban 
microenterprise portfolio in Santa Cruz into the 
department's agricultural areas. Technical cooperation 
will focus on helping farmers develop marketing strat
egies. 

Modernization of Labor Relations 
($1.48 million MIF grant) 

The program is designed to promote a national dia
logue and to reach a consensus with all social actors 
with a view to modernizing labor relations in the coun
try. The grant will finance the launching of a promo
tional campaign to inform all interested parties about 
the activities to be undertaken through a series of 
workshops and seminars with labor unions and pri
vate sector organizations in each of the country's nine 
departments. The program will also finance the reor
ganization of the Secretariats of Labor Relations and 
Employment within the Ministry of Labor. 

Concession System for Transportation Sector 
($600,000 MIF grant) 

BRAZIL 

The Bank has made 253 loans totaling $15,219 mil
lion to Brazil. Cumulative disbursements totaled 
$9,734 million. 

North-South Electric Power Interconnection 
(S307 mil/ion loan from the OC, with cofinancing from the Export-

Import Bank of Japan) 

This project will help meet growing energy demand 
by linking Brazil's two major electric power systems, 
which will reduce costs, increase energy efficiency and 
make service more reliable. 

Energy consumption increased by 47 percent 
from 1986 to 1996 in Brazil and is expected to con
tinue to grow by over 5 percent a year into the next 
century. Optimizing existing capacity will enable the 
country to increase the generating capacity at a low 
cost. The interconnection line will yield an average 
energy gam of 600 MW, reducing the likelihood of 
shortages in the more heavily populated and indus
trialized Southeast and West-Central regions. 

The project will finance construction of a 1,030-
km, 500-kV North-South interconnection line be
tween the Imperatriz substation in Maranhão and the 
Serra da Mesa substation in Goiás. Another 500-kV 
line will be built along 249 km from Serra da Mesa to 
Samambaia in the Federal District. Three new substa
tions will be built in the state of Tocantins, and five 
substations in three other states will be expanded. 

Project resources will also support restructuring 
of the electric power sector by supporting the Na
tional Electric Energy Agency, developing a new frame
work for electricity transmission, promoting compe
tition in the sector, and strengthening environmental 
management. 

This program will identify new forms of financing that 
will make it possible to speed up the pace of invest
ment with private sector participation, in order to 
expand and improve transportation systems in Bo
livia and thereby facilitate expansion of productive 
activities and the country's economic development. 

Federal Highway Rehabilitation and 
Decentralization 
($300 million loan from the OC, with cofinancing from the 

World Bank) 

This program will reduce transportation, accident, and 
maintenance costs on federal highways by repairing 
6,000 kilometers of paved roads, improving traffic 
safety, and correcting localized problems of erosion. 

Nearly all domestic passenger travel and 59 per-
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cent of freight ton-kilometers are logged on Brazil's 
highways. However, only 31 percent of paved federal 
highways, which form the backbone of the system, 
are in good condition. 

Road improvements to be financed by this pro
gram include sealing, overlays, and reconstruction of 
asphalt pavements; repair or construction of surface 
and underground drainage works; repair of bridges, 
and repair and upgrade of shoulders. All works in
clude traffic signs and, where relevant, other engineer
ing modifications to improve traffic safety. 

Training, technical assistance and portable scale 
systems will be provided to strengthen the capacity of 
the federal highway department to maintain and man
age its network. 

Technical and Vocational Education Reform 
($250 million loan from the OC) 

This program will expand and reform existing tech
nical and vocational education by creating a modern 
network of 200 post-secondary technical and voca
tional training centers and by introducing measures 
to better link curricula to the job market. 

Brazil already has a number of cutting-edge tech
nical schools that have been modernizing through 
linkages with local companies. However, the public-
system is constrained by skills training and certifica
tion arrangements that are not adequately linked to 
the nation's production system. New technologies in
creasingly demand updated technical skills in the com
puter, electronics, textiles and graphics industries. 

This program is specifically designed to estab
lish an effective job education system that trains young 
people and adults for the workplace through 
nonuniversity post-secondary courses and basic ex
tension programs. The program will create 240,000 
openings for students in post-secondary technical edu
cation and is expected to eventually add each year to 
the work force some 120,000 technicians and 600,000 
graduates from short basic courses. The network of 
vocational centers will include 50 new facilities, with 
the remainder transformed from existing federal, state 
and municipal technical schools. 

The program also supports reforms that will 
modernize curriculum and adapt it to the needs of 
the labor market, update skills certification, and pro
vide for professional development of teachers and staff. 

Rio de Janeiro State Neighborhood Upgrading 
Program 
($180 million loan from the OC) 

This program aims to improve health and sanitation 
conditions in impoverished neighborhoods in the 
Baixada Fluminese region outside Rio de Janeiro. Us
ing a decentralized urban management approach with 
an emphasis on communi ty involvement, the 
program's infrastructure and social investments aim 
to expand water and sewerage services, improve waste 
collection and disposal, and increase access to health 
care services. 

Baixada Fluminese consists of nine municipali
ties and is home to over one-third of the Rio metro
politan area. Over the years, residents of the region 
have primarily been migrants who have come in search 
of jobs and low-cost housing. Only hall the homes 
have adequate water supply and even fewer have sew
erage connections. A third of the municipal waste pro
duced daily goes uncollected. Health services cannot 
meet local needs, and the infant mortality rate is 
double that of the city of Rio. 

This program will improve living conditions for 
360,000 residents by financing neighborhood upgrad
ing projects that combine infrastructure improvements 
with social services. Each project will be based on an 
urban master plan prepared with community involve
ment through surveys, consultation with local lead
ers and town meetings. Neighborhood committees will 
be established to work in collaboration with decen
tralized municipal administration units created with 
support from project technical cooperation. 

Finally, the project will finance larger-scale op
erations that support the region as a whole, including 
water supply works and sewage lines and treatment 
stations; construction or improvements of eight com
munity service centers; and remodeling of four inter
mediate health centers. 

Rio Grande do Sul State Roads 
(Si 50 million loan from the OC, with cofinancing from the Export-

Import Bank of Japan) 

Rio Grande do Sul borders Argentina and Uruguay 
and is Brazil's southernmost state, which makes it a 
key player in the Southern Cone Common Market 
(MERCOSUR). Road improvements financed under 
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this program will foster trade with neighboring 
MERCOSUR markets by reducing the cost of trans
porting agricultural and industrial goods. 

Despite increasing traffic flows, Rio Grande do 
Sul has significantly less paved roadway than neigh
boring Brazilian states. This program will pave ap
proximately 800 kms of state roads that are connected 
to paved sections of federal 
or state highways, improving 
all-weather hauling condi
tions and linking producer 
regions to the corridors of 
the national in termodal 
transportation system for do-
mestic and international 
markets. 

The program will also 
finance environmental stud
ies and technical assistance 
that support protected areas 
along the roadway, reclama
tion of degraded areas, ero
sion control and preservation 
of archeological sites. 

Second State Roads 
Program for Ceará 
(SI 15 million loan from the OC) 

Highway construction and 
repairs under this program 
will reduce travel time and 
cost, alleviate congestion and 
improve transportation links 
between Cearás production 
centers. 

The program will fi
nance paving or repairs of 
over 1,700 km of roads, in
stallation of signs and safety 
devices, and improvements 
in environmental measures 
and drainage. A total of 51-km of 4-lane highways 
will be built in metropolitan Fortaleza to improve ac
cess lo industrial and tourist areas with bikeways and 
walkways alongside the entire length. 

Training and technical assistance will improve 
the elficiency of the state highway administration by 

SÃO PAULO, BRAZIL. Widening of the Mandaqui 
drainage canal was completed in 1997 as part ol a 
project to reduce urban flooding and improve sanita
tion conditions in South Americas largest city. Financed 
by a $302 million IDB loan in 1994, the project is also 
improving 46 kilometers of canals and adjacent express
ways. 

simplifying administrative procedures, improving 
planning capacity and modernizing systems. The pro
gram also will finance procurement of engineering, 
computer, pavement, evaluation, traffic safety and 
weighing equipment. The program is designed to 
complement a Bank-ltnanced project completed in 
1996 that financed repairs of some 2,000 kms of roads 

in Ceará. 

Itá Hydroelectric Power 
Plant 
($75 million loan from the OC, with 
a "B" loan of $300 million and 
cofinancing ¡rom BNDES) 

This project will finance a 
hydroelectric power plant to 
be built, operated and main
tained by a consortium of 
private sector companies 
that need additional energy 
for industrial modernization. 

Investment needs for 
electric power generation for 
Brazilian industry have been 
estimated at nearly $19 bil
lion over the next five years. 
The government has devel
oped legislation to promote 
private energy production, 
initiated a privatization pro
gram, and increasingly pro
motes partnerships between 
public utilities and private 
companies. Still, because of 
the limited number of pri
vately-sponsored power 
projects to date and incipient 
development of the sector's 
regulatory framework, IDB 
participation in such projects 
is considered vital to mobi

lize additional commercial bank financing. 
The Itá hydroelectric power facility, which was 

included in Brazil's 10-year expansion plan for least-
cost solutions to expand generation capacity, will be 
located on the Uruguai River between the states ol 
Santa Catarina and Rio Grande do Sul. It will have an 
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installed capacity of 1,450 MW and provide an esti
mated average of 668 MW annually. Project construc
tion will directly or indirectly create over 6,000 new 
jobs. 

The project sponsors are four companies from 
the cement, construction, steel and petrochemical in
dustries. The plant will supply energy to the sponsors 
and to the national grid through ELETROSUL, the 
public utility of southern Brazil, under a 35-year con
cession agreement. 

Modernization of the Executive Branch 
($57 million loan from the OC) 

This program aims to improve the efficiency and cost-
effectiveness of Brazil's federal civil service through 
institutional reforms, professional training, modern
ization of information systems, and establishment of 
citizen support services. 

Brazil's federal government has almost 545,000 
civil servants who work in 23 ministries and in the 
Executive Office of the President. The administration 
also is responsible for over 200 state-owned corpora
tions, foundations and other enterprises, many of 
which are in the process of being privatized. In recent 
years, institutional problems have limited the public 
sector's capacity to adapt to the new role required in a 
modern economy. A number of departments have 
deficiencies in planning, designing and implement
ing public policies because of obsolete information 
systems and a lack of resources and qualified techni
cal staff. Administration of human resources is con
strained by the rigidity of labor contracts. 

Institutional reforms supported by this program 
will help federal ministries revamp administrative 
structures and create special operating and social agen
cies to support restructuring and privatization. Hu
man resources programs call for implementing a com
puter system for more efficient personnel management, 
developing a new civil service classification system, and 
providing training for law enforcement officials. Tech
nology infrastructure will be standardized and an in
tegrated management information system developed 
and installed for the various ministries, with training 
provided for personnel who use the system. Finally, 
the program will support measures to improve com
munications between federal workers and the gen
eral public. These include establishment of one-stop 

Citizen Support Centers that will combine such ser
vices as issuing drivers licenses and paying taxes. 

Dos Lagos Region Toll Road 
(S18 million loan from the OC, with a "B" loan of $19 million and 

cofinancing from BNDES) 

This project will finance expansion, operation and 
maintenance of a 60-km toll road that will reduce 
travel time and improve safety in a tourism region in 
the State of Rio de Janeiro. 

Urban areas along roadways leading to beach 
areas northeast of the city of Rio de Janeiro have grown 
considerably in recent years, resulting in increased 
traffic congestion and accidents. This project will im
prove and connect the road corridor linking Rio Bo
nito, Araruama and São Pedro de Aldeia. Existing road
ways will be widened to two lanes in each direction, 
and the Araruama-São Pedro de Aldeia section will 
include construction of a new 26-km road and by
passes. The project will also finance safety measures 
such as pedestrian overpasses, signs and signals, emer
gency medical and fire equipment, road telephones, 
and towing and repair facilities. 

The project will be managed by Concessionária 
da Rodovia dos Lagos S.A., a consortium of two of 
Brazil's leading construction companies. The consor
tium will operate the road under a 25-year conces
sion, after which it will be transferred back to the gov
ernment. 

Public Policy Research and Development 
Network 
(S25 million TC loan from the OC) 

This program will strengthen development of public 
policy by establishing an economic research network, 
improving socioeconomic statistical information, and 
producing and distributing economic studies. 

Complex social and economic changes in Brazil 
in recent years have had a major impact on institutions 
involved in planning, research, and collection and analy
sis of socioeconomic data. There is a pressing need for 
more extensive statistics on national income accounts 
and public finances at the various levels of government. 

Fhe computerized network will be supported 
by data banks, new types of indicators, and research 
findings. It will interconnect Brazil's principal agency 
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for planning and analysis—the Applied Economics 
Research Institute—with other research institutions. 
Fhis decentralization of information processing aims 
to support government decisionmaking, avoid dupli
cation, establish partnerships, and facilitate the ex
change of information between the federal and state 
levels as well as public access. 

Microenterprise Support Centers Network 
(S6.5 mil/ion in loans and $2.25 million in grants from (he FSO) 

This program will provide credit, management train
ing and marketing services to microentrepreneurs in 
a dozen states and the Federal District. 

Microenterprises account for an estimated 40 
percent of Brazilian GDP and employ roughly half of 
the economically active population. Commercial 
banks, however, have traditionally concentrated on 
financing larger enterprises perceived to be more lu
crative and less risky. To fill the void, nongovernmen
tal organizations have been created throughout Brazil 
to meet the rising demand for microcredit. The Mi
croenterprise Support Centers Network (CEAPEs) has 
extended 49,000 loans averaging $750 apiece since 
1996. 

This program will finance some 9,000 loans 
through CEAPEs in the states of Bahia, Espírito Santo, 
Goiás, Maranhão, Pará, Paraíba, Pernambuco, Piauí, 
Rio Grande do Norte, Rio Grande do Sul, Sergipe and 
São Paulo, and the Federal District. Loans will be 
granted primarily to informal sector businesses for 
working capital, machinery and equipment, and con
struction and expansion of facilities. The program is 
expected to create or improve 14,000 jobs. 

Technical cooperation will include training and 
consulting services to strengthen the institutional and 
financial capacity of the state programs as well as the 
National Microenterprise Support Federation, the 
coordinating agency. The program will finance 1,400 
management training courses, 38,000 business coun
seling sessions, and participation in a dozen trade fairs. 

Institutional Strengthening for Microlending 
($5 million TC grant from (he FSO) 

This program will enable a select group of nongov
ernmental organizations and other financial interme
diaries that lend to microenterprises to develop self-

sustaining operations that can offer the country's bur
geoning microenterprise sector a full complement of 
financial services. 

The goal of this program is to create and/or sup
port existing viable private financial institutions that 
can efficiently and profitably meet microcredit de
mand. Technical assistance will strengthen ownership 
and management structures, information systems, 
pricing and risk management, and develop appropri
ate microlending methodologies. Regulatory changes 
that would facilitate formalization of microcredit in
stitutions will also be supported. 

The increased competition that would result 
from formalizing microcredit is expected to gradually 
reduce interest rates and provide better overall finan
cial conditions for the microenterprise sector, posi
tively impacting low-income groups, and particularly 
women, who dominate the informal sector. The pro
gram will complement a $60 million parallel credit 
program by the executing agency, the Banco Nacional 
de Desenvolvimento Económico e Social (BNDES). 

Social Management Support 
($4 million TC grant from the FSO) 

This program will improve delivery of key social ser
vices by strengthening management and training staff 
of state and federal social agencies. As democracy in 
Brazil matures and civil society becomes stronger, so
cial agencies are increasingly challenged to provide 
effective and flexible responses to social demands. This 
program of technical assistance and staff training will 
focus on 25 social programs identified as high prior
ity by the government, including primary health care, 
basic and vocational education, housing, sanitation, 
and rural and microcredit. Some 300 employees of 
social ministries and another 250 at the state level 
will be trained in strategies and approaches that pro
mote program efficiency and effectiveness. Social pro
gram design and management courses will be offered 
to management. The program also will finance stud
ies, consultancies and other technical assistance to 
strengthen management tools, including improving 
information systems and establishing a performance 
evaluation system. 
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Support for VIVA CRED 
($500,000 SP loan and $500,000 grant from the FSO) 

This program will support development of small busi
nesses in the favelas of Rio de Janeiro by financing a 
credit program and building long-term capacity to 
sustainably provide microcredit in low-income areas. 

Fhere are an estimated 600,000 formal and in
formal microenterprises in Rio de Janeiro, many of 
them in the squatter settlements that ring the city. 
Access to credit is key to boosting income and im
proving living conditions for these microentrepreneurs 
and their families. 

This program will channel 5,000 loans to mi
croentrepreneurs in Rocinha, one of the largest of Rio s 
favelas. The loans will be used to finance working capi
tal, investment in fixed assets and improvements in 
business infrastructure. 

The program will be carried out by VIVA CRED, 
a nonprofit organization that promotes socioeconomic 
development of the poor and has worked extensively 
in low-income areas of Rio. Lraining and technical 
cooperation will help VIVA CRED develop the finan
cial technology needed for effective microenterprise 
lending and support its transformation into a formal 
financial institution. 

São Paulo Transport Concessions 
(S2.28 million MIF grant) 

This grant will finance steps to consolidate the insti
tutional and regulatory framework for the concession 
program and strengthen the State's Transportation 
Concession Commission. The objective of the pro
gram is to encourage private sector participation in 
the building and operating of transportation infrastruc
ture in the State of São Paulo, as well as to provide a 
pilot experience that will spur the development of 
similar mechanisms in other Brazilian slates. 

lished. The project is designed to launch CADE as an 
eventual self-sustaining, private provider of business 
services. 

Basic Skills Certification Program 
($850,000 MIF grant) 

The program will develop, validate, and establish a 
testing instrument to identify the basic educational, 
skill and ability levels of the workforce in Minas Gerais 
State. Both the testing instrument as well as the meth
odology used in its design are innovative and have 
the potential for being replicated throughout the coun
try and elsewhere in the region. By assessing basic, 
cross-occupational worker skills, the testing instru
ment will provide information essential to the upgrad
ing of Minas Gerais' labor force. The program brings 
together the Federation of Industrialists and the State 
Ministries of Education and Labor as well as labor 
representatives, and constitutes an unprecedented ef
fort toward employment skill certification. 

CHILE 

The Bank has made 114 loans totaling $3,985 mil
lion to Chile. Cumulative disbursements totaled 
$3,905 million. 

Small Enterprises Competitiveness 
($2 million MIF grant) 

The project will consolidate the Centro de Productiv
idad Industrial (CEPRI), a private sector institution 
supporting small enterprises in the field of nonfinan
cial services. The project will support the design ol 
new instruments for CEPRI in organizing the small 
enterprises and will seek to increase the demand lor 
the business services. 

Strengthening of Competition Regulation 
(Si mi/lion MIF grant) 

The grant will enhance the technical, managerial, and 
technological performance of small enterprises. In ad
dition, the Administrative Council for Economic Pro
tection (CADE) will be strengthened and restructured, 
and a business information window will be estab-
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COLOMBIA 

The Bank has made 176 loans totaling $6,552 mil
lion to Colombia. Cumulative disbursements to
taled $5,207 million. 

Departmental Road Program 
($100 million loan from the OC) 

This program will reduce transportation costs and im
prove safety by financing repairs and maintenance of 
primary departmental roadways and strengthening the 
capacity of local agencies to manage their own road 
systems. 

Responsibility for 
managing over 13,000 
kms of secondary roads 
was transferred to the 
departments in 1994 
and 1995 as part of the 
decentralization of 
public services in Co
lombia. A Road Cofi
nancing Fund was es
tablished to increase 
the volume of invest
ment resources available 
to the departments, but 
the magnitude of the 
transfer has nevertheless 
taxed departmental in
stitutional and mana
gerial capacity. 

This program will 
finance repairs and 
maintenance of about 1,280 kms of departmental 
roads. Routine maintenance under the program even
tually will be extended to 6,000 kms of roadways, 
and will include work on road surfaces and drainage 
systems such as irrigation ditches, canals and sewers. 
Where possible, the program will use labor-intensive 
activities that involve small or medium-scale contrac
tors or local cooperatives. 

Technical assistance will help departmental agen
cies prepare comprehensive transportation infrastruc
ture plans designed to improve technical and finan
cial aspects of road management. Preinvestment 
studies will be carried out to examine the environ-

BOGOTÁ, COLOMBIA. Litigants shake hands after resolving a dis
pute at the Bogotá Chamber of Commerce Court of Arbitration, avoid
ing lengthy court proceedings. A S 1.2 million grant from the Multi
lateral Investment Fund financed training staff for 60 Arbitration 
Centers throughout the country. 

mental and social impact of any road work financed 
with program resources. 

Second Municipal Development Program 
($60 million loan from the OC, with cofinancing from the World 
Bank) 

This program will finance expansion and repair of 
urban infrastructure and services, strengthen munici
pal management, and improve access to credit by cit
ies and towns throughout Colombia. 

Rapid urbanization has prompted a growing de
mand for public infrastructure and services in recent 

years in cities and 
towns throughout Co
lombia. Although cov
erage varies, smaller 
cities and low-income 
areas in larger cities, in 
particular, still lack ba
sic infrastructure and 
services such as paved 
streets and garbage 
collection. 

This program will 
finance an estimated 50 
municipal projects cov
ering water and sewer
age, roads, drainage 
and flood control, solid 

waste management, 
local telephone ser
vice, slum improve
ments, environmental 
protection, and school, 

health and recreational facilities. Technical assistance 
will be provided to strengthen municipal management 
in such areas as planning, budgeting and service de
livery. 

The program also looks to deepen Colombia's 
municipal credit market by strengthening the execut
ing agency, Financiera de Desarrollo Territorial 
(FINDETER), an official second-tier financial institu
tion that channels approximately $150 million in loans 
annually to municipalities. FINDETER carried out the 
first phase of this program, financed in part by a 1992 
IDB loan. Consulting services will help FINDETER 
diversify its financial products and funding, improve 
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risk management capacity, and develop a cost account
ing system. 

Land Titling and Modernization of the Registry 
of Deeds and Cadastre 
($38.5 million loan from the OC) 

This program will help stabilize Colombia's land mar
ket by legalizing property rights, establishing mod
ern systems for recording deeds and cadastres, and 
protecting environmentally fragile areas. 

Lack of formal title and the legal uncertainty of 
property ownership constrain development of a trans
parent and open land market in Colombia. The Na
tional Survey Bureau estimates that nearly 3 million 
parcels of land—almost a third of the total number of 
properties nationwide—are simply occupied, or the 
occupants have an unrecorded title. Titling affords 
property owners access to credit, stimulates invest
ment and production for sustained growth, and dis
courages homesteading and deforestation. 

This program will register titles for land parcels 
in both urban and rural areas, benefiting an estimated 
250,000 residents. Land registration systems in over 
100 recording offices and 15 cadastres will be com
puterized, and 1.5 million properties digitally mapped 
and georeferenced. The program includes measures 
that prohibit titling in protected areas, national parks, 
and regions where ethnic minorities collectively hold 
lands. 

Bogotá Sewage Treatment Plant Project 
(Up to $31.25 million guarantee from the OC) 

This financing is a partial risk guarantee to institu
tional investors in connection with the construction 
of a $125 million wastewater treatment plant in the 
Colombian capital of Bogota. The operation marks the 
first time a multilateral institution has ever guaran
teed private sector financing in Latin America. The 
guarantee is designed to cover specific risks associ
ated with the District of Bogota's payment obligations 
in the event the concession is terminated. 

The 90-km long central basin of the Bogota River 
runs through the capital district and must absorb 
wastewater of 6 million inhabitants as well as indus
trial discharges of some 10,000 establishments. Con
struction of the plant at the junction of the Bogota 

and Salitre Rivers will be the first phase of a long-
term clean-up effort. The plant will process four cu
bic meters of wastewater per second and remove sedi
mentation. Phase II of the project will further purify 
the water through secondary or biological treatment. 

The plant will be built, owned and operated by 
Lyonnaise des Eaux and its Degremont subsidiary 
under a 30-year concession. 

Strengthening the Subnational Financial 
Information System 
(S6 million loan from the OC) 

This program will improve fiscal planning and moni
toring by installing an information system that chan
nels financial data from subnational to central gov
ernment agencies. 

Fiscal and political decentralization began in the 
mid-1980s in Colombia, and today over 40 percent 
of public spending is handled by some 1,100 differ
ent departments and municipalities. Balancing sub-
national autonomy with the central government's regu
latory role, however, requires a transparent, reliable 
and timely flow of financial information among the 
different government agencies involved. 

This program will finance installation of the 
hardware and software necessary to generate, trans
mit, process and distribute financial data among sub-
national entities, the Office of the Auditor General, 
and other system users in the central government, the 
private sector and the general public. Information on 
approximately 70 percent of subnational spending will 
be available through the system, which will be installed 
in 32 departments and their capital cities as well as in 
20 other municipalities. 

The database will include a broad range of 
records of financial, budget and asset transactions on 
both the revenue and expenditure sides, which in turn 
will generate the information needed for fiscal analy
sis and monitoring. 

Cali-Candelaria-Florida Highway 
(510 mil/ion loan from the OC) 

A 32-km toll road between Cali and Florida to be built 
and operated under this project will improve traffic 
flows along heavily congested regional roads that serve 
over 2 million people. 
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The project involves repairs of the existing road 
through Candelaria and construction of a parallel road
way, two bridges and traffic circles. Traffic volume is 
expected to be 8,600 vehicles per day. The road is 
important to the area transportation network because 
it provides the only access from Cali to a regional food 
distribution center, connects the city with a number 
of industrial areas, and supports development of low-
cost urban projects just outside the metropolitan area. 

The project will be carried out by a private com
pany, Concesiones de Infraestructura (CISA), under a 
BOT (build-operate-transfer) concession mechanism. 

Energy Efficiency Program 
(SJO mil/ion TC loan from the OC) 

This program aims to increase energy efficiency and 
reduce demand by optimizing the cost of services and 
the sector's financial needs, promoting private sector 
participation, mitigating the environmental impact of 
production through fuel substitution, and matching 
the supply of resources with demand. 

The operation is the first that the Bank has taken 
to promote energy conservation and rational con
sumption. Traditionally, energy sector financing has 
focused on developing the supply needed to meet 
demand. However, a new approach is needed in coun
tries such as Colombia, where sustained economic 
growth has kept energy demand high, but where funds 
for sector expansion are limited. 

Consulting services provided by this program 
will help design and evaluate sector policies and regu
latory frameworks that promote rational energy use. 
Program activities will focus on four key objectives: 

• Orchestrate demand through measures to en
courage consumers to improve their consumption 
patterns, invest in energy efficient processes, and use 
existing infrastructure more efficiently. 

• Identify ways to generate power through more 
effective use of less polluting resources and conver
sion technologies. 

• Replace electricity with natural gas or liquid 
petroleum gas in the residential and commercial sec
tors and use alternate fuels for public transportation. 

• Develop product standards, certification and la
beling programs, implement building codes, strengthen 
the institutions involved in rational energy use, and 
establish new energy management businesses. 

COSTA RICA 

The Bank has made 91 loans totaling $2,013 mil
lion to Costa Rica. Cumulative disbursements to
taled $1,497 million. 

Preschool and Lower Secondary Education 
($28 million loan from the OC) 

This project aims to improve school quality and effi
ciency and expand preschool and lower secondary 
school coverage in poor urban neighborhoods and 
rural communities. 

Despite Costa Rica's successes in education over 
the years, distribution of those gains varies depend
ing on grade, income and access. Specifically, cover
age remains relatively low for preschool, mirrored in 
relatively high repeater and dropout rates in grade one, 
and for the transition years (grades 7 to 9) from the 
primary to secondary level, particularly for rural stu
dents with limited access to secondary schools. 

This project will finance construction and op
eration of 178 new preschool programs expected to 
benefit over 25,000 children. An additional 40 pre
school radio programs will be developed. Forty high 
schools will also be built and equipped in rural areas. 
At each educational level, the project also includes a 
component to improve the efficiency and quality of 
instruction by maximizing the use of existing infra
structure, providing training for teachers and admin
istrators, supporting measures to encourage commu
nity participation, and providing technical assistance 
to develop innovative educational materials. 

Structural Reform 
($12.65 million TC loan and MIF grants totaling $4 million) 

This project will support more effective government 
services by strengthening public sector management 
and financial administration and expanding private 
sector participation in finance and infrastructure. 

Costa Rica launched a series of public sector re
forms at the start of the decade to increase efficiency 
and reduce costs and overstaffing. However, the de
mands of competing in the global economy require that 
the reform process be deepened in order to strengthen 
core government functions and facilitate a greater role 
by the private sector in spurring economic growth. 
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Technical assistance and consulting services pro
vided by this project will introduce mechanisms and 
incentives for more flexible contracting procedures, 
thus furthering civil service reforms. A comprehen
sive evaluation of state budget performance will en
sure more efficient use of resources by improving the 
design of tax policy and structure and enforcing fiscal 
guidelines established under the government's macro-
economic policies. The project will also support reforms 
of the pension and occupa
tional risk systems. Finally, the 
project will encourage a more 
competitive banking and in
surance market, as well as 
spur expansion of the incipi
ent securities market, by 
opening up the sectors to pri
vate enterprise. To support 
private participation in infra
structure, measures will be 
introduced to improve the 
concession of public works 
and services. 

Rio Grande de Tárcoles 
Watershed Management 
Studies Program 
($778,770 TC grant from the Japan 

Special Fund) 

Studies financed by this grant 
will be used to design an in
tegrated long-term master 
plan for the sustainable de
velopment of Costa Rica's 
most heavily populated and 
industrialized watershed. The 
Rio Grande de Tárcoles wa
tershed covers about 2,169 
square kilometers and con
tains nearly half the Costa 
Rican population, including 
the San José metropolitan area. Ecological pressures 
from population density, vehicles and industrial and 
agroindustrial activity in recent years have resulted in 
serious deterioration of the watershed's renewable 
natural resources. 

The master plan will provide guidelines for in-

CARTAGO, COSTA RICA. A series of IDB loans helped 
establish and later expand the computer science de
partment and research center at the Cartago Techno
logical Institute (ITC). The institute recently designed 
a two-year program to train workers for a new com
puter chip factor}' being built in Costa Rica by the Intel 
Corporation. 

tegrated resource management and land use, priori
tize short and long-term investments, identify insti
tutions that need to be strengthened, and develop ways 
to involve civil society in the decisionmaking process. 
Studies will also examine the technical, environmen
tal, socioeconomic, institutional and financial feasi
bility of a first-phase investment that would include 
waste water and solid waste management, water use, 
soil conservation, and agroforestry needs. 

Support for Opening Up 
the Financial System to 
the Private Sector 
($2.77 million MIF grant) 

The objective of the program 
is to promote the develop
ment of a more competitive 
banking and insurance mar
ket operating within a sound 
supervisory system. The pro
gram will provide assistance 
in the process of privatizing 
the Banco de Costa Rica, the 
institutional strengthening of 
the Superintendency of Fi
nancial Institutions, and the 
development of a strategy to 
open up the insurance sec
tor. The grant will help 
Costa Rican authorities to 
sell 40 percent of the shares 
in the National Insurance 
Institute to the private sec
tor, and will strengthen the 
future regulatory agency for 
the insurance sector. 

Strengthening of Capital 
Markets 
($3.34 million MÍF grant) 

The overall objective of the program is to strengthen 
capital markets in Costa Rica by creating an environ
ment conducive to the emergence of a credible and 
efficient public debt market that can later serve as a 
basis for private-sector debt and equity issues. The 
program aims to achieve improvements in public debt 
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management policy, including improvements in auc
tion placement procedures and standardized public 
debt issues. These actions are to be complemented by 
the design of a central book-entry system to record 
the transfer of ownership of securities, as well as the 
establishment of an associated clearing and settlement 
system consistent with the international standards es
tablished by the Group of Thirty. 

Strengthening the Public 
Works Concession 
System 
($1.16 million MIF grant) 

The objective of the program 
is to establish a sound basis 
for promoting increased pri
vate sector participation in 
infrastructure, particularly 
through the mechanism of 
granting concessions. The 
program is divided into a 
preparatory phase and an 
execution phase. During the 
preparatory phase, operating 
procedures will be prepared 
for the National Authority 
for Concession of Public 
Works, and assistance will be 
provided with the establish
ment of a Technical Secre
tariat as the executing arm of 
the National Authority. This 
phase will also include 
preparation of a strategic 
plan to promote private sec
tor participation in the pro
vision of infras t ructure 
works and services, which 
will include setting clearly 
defined objectives. The sec
ond phase will focus on the 
preparation of the projects to be concessioned in ac 
cordance with the priorities established in phase one 

SANTO DOMINGO, DOMINICAN REPUBLIC. Resi
dents of a low-income barrio outside the capital per
form routine maintenance on a drainage system built 
with IDB funds. A $30 million loan in 1994 financed 
construction of small-scale sanitation, health and edu
cation facilities, with an emphasis on community par
ticipation. 

DOMINICAN REPUBLIC 

The Bank has made 66 loans totaling $1,485 mil
lion to the Dominican Republic. Cumulative dis
bursements totaled $1,167 million. 

Health Sector Modernization and Restructuring 
(S61.2 million loan (he OC with an interest rate subsidy from the 
IFF, and cofinancing from the Nordic Development Fund and the 

Organization of Petroleum Export
ing Countries) 

Services, infrastructure, 
equipment and technical as
sistance financed by this 
project will improve the na
tional heal th system by 
strengthening primary care 
and hospital services, ex
tending health insurance cov
erage, and supporting policy 
and institutional reforms. 

Rising infant mortality, 
high levels of transmissible 
diseases and an excessive fi
nancial burden for health 
care on poor families are 
among the problems faced 
by the Dominican health sys
tem. Underlying structural 
and organizational factors 
generate disincentives for 
health care institutions and 
providers to undertake the 
necessary improvements in 
the equity, quality and effi
ciency of service delivery. 

Most financing from 
this project will be directed 
toward increasing health ser
vices while introducing out
put and results-oriented fi

nancial incentives into the delivery system. The project 
area covers 16 provinces that include over half the 
nation's population and targets low-income areas. 

Public and private sector agencies will be con
tracted to provide primary care services to poor and 
underserved populations. A subsidized insurance 
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scheme will be created to support health services for 
low-income uninsured workers in the informal sec
tor. And four public hospitals will be transformed into 
autonomously governed institutions that employ 
modern management tools and technologies. The 
project will also help reformulate policies to reform 
the health sector, develop the legislation to support 
these policies, and design and implement standards 
and processes for accrediting health providers, insur
ers and medical supply producers. 

Modernization of Property Adjudication and 
Registration 
($32 million from the OC, with an IFF interest rate subsidy) 

The purpose of this project is to develop a Real Prop
erty Adjudication and Registration System (JT) within 
the Judicial Branch that performs its adjudication and 
arbitration functions efficiently and transparently. 

The operations investments and reforms will be 
carried out through four components: i) legal and in
stitutional consolidation of the JT; ii) modernization 
of technological and information systems; iii) improve
ment of infrastructure and provision of equipment; 
and iv) strengthening of human resources. 

The project will support reform of the Land Reg
istration Act and related laws; organization and de
centralization of the JT; establishment of new title and 
registry clearance procedures; improvements in geo
detic cadastral infrastructure; preparation of cadas
tral measurement and surveying regulations; devel
opment of a legal cadastral information system; 
remodeling and equipping of the central office of the 
Superior Land Tribunal (TST) and construction and 
equipping of three regional offices; and construction 
of 17 provincial land courts and title registry offices. 
A training program for TST staff will be organized and 
conducted to strengthen the professional capability 
and quality of the system's personnel. 

Energy Sector Reform 
($1.2 mi/lion MIF grant) 

The objective of this program is to help set in place a 
new legal, institutional, and regulatory framework for 
the electricity and oil and gas subsectors, so as to cre
ate conditions for effective and competitive private-
sector participation. These aims coincide with the 

general objective of the country's public enterprise 
reform program, which is to foster economic efficiency 
and competition by offering the private sector a stake 
in the management and ownership of public enter
prises. The project will also support the design of strat
egies for bringing private enterprise into other pro
duction sectors currently served by State enterprises. 

Program in Labor Mediation Training 
(5663,000 MIF grant) 

The program will help finance the training of public 
and private sector representatives in improved alter
native labor dispute resolution techniques. In addi
tion, the program will assist the National Secretariat 
of Labor in the initial preparation of a medium-term 
strategic plan, training of mediators, and will support 
the development of improved labor statistics and in
formation management. The training activities include 
national meetings, seminars, and enterprise-level 
workshops to explore the current status of labor-man
agement relations in the country to devise an appro
priate strategy for introducing best practice models to 
the shop floor in at least five companies. 

ECUADOR 

The Bank has made 151 loans totaling $3,418 mil
lion to Ecuador. Cumulative disbursements totaled 
$2,655 million. 

El Niño Emergency Program 
(S70.8 million loan from (he OC, with cofinancing from the World 

Bank and the Andean Development Corporation) 

This program aims to prevent or mitigate damage from 
flooding caused by the El Niño climatic phenomenon, 
particularly in densely populated provinces where fish
ing, shrimp and agricultural production are impor
tant to the nation's economy. 

El Niño is a series of oceanic and atmospheric 
disruptions that cause a warming of the surface wa
ters off South America's Pacific coast. The 1982-83 epi
sode of El Niño damaged or destroyed homes or re
sulted in lost wages for an estimated 450,000 people 
in Ecuador. The most vulnerable provinces are Esmer
aldas, Manabí, Guayas, Los Ríos and El Oro, which 
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encompass the western foothills of the Andes, the 
coastal range and low-lying plains. More than half the 
population in these provinces is classified as poor, with 
many living in marginal areas susceptible to flooding. 

This program will minimize the impact of El 
Niño on living conditions of the people, guarantee 
sustenance during the emergency phase which has 
been in effect since June Í997, and provide mecha
nisms to assist in economic recovery. Resources will 
be used for humanitarian di
saster aid, protection and re
pairs of transportation, school, 
sanitation, health and energy 
facilities, and clean up activi
ties. In addition to this loan, 
$34.2 million of previously 
approved Bank operations 
have been reallocated for this 
program. 

Housing Support 
($32 million loan from the OC and 
$30 million loan from the FSO) 

This program will increase the 
supply of low-cost housing 
and make the housing mar
ket more efficient by estab
lishing a sustainable subsidy 
and incentive system that 
helps the poor gain access to 
housing and encourages pri
vate sector involvement. 

Rapid urbanization has 
led to a serious housing 
shortage in Ecuador, particu
larly among low-income 
groups. With the current 
overall deficit estimated at 
840,000 homes, municipali
ties cannot provide the necessary public utilities and 
the formal housing sector cannot keep up with de
mand. The country's laws and regulations hinder pri
vate sector involvement, there is a shortage of financ
ing, and the poor lack the means to purchase housing 
on their own. 

This program will provide direct, demand-driven 
mortgage subsidies to finance construction of 23,000 

SANTO DOMINGO, ECUADOR. Nearly 70 kilome
ters of streets were paved in this fast-growing agricul
tural center with funds from a $104 million IDB loan 
for public works projects in 200 cities and towns. 

new homes as well as improvements of existing hous
ing. Beneficiaries may also use financing for titling 
lots or utility hookups. Eligible households will be 
targeted based on income, which must fall near or 
below the poverty line. 

Technical assistance will support a number of 
reforms in the institutional and legal framework of 
the housing sector—including changes in regulations 
regarding real estate development, titling procedures 

and tax s t ruc tu res—de
signed to encourage financial 
institutions and the con
struction industry to get 
more involved in the hous
ing market. 

Private Concession for 
Water and Sewerage 
Services in Guayaquil 
($40 million loan from the OC with 
an interest rate subsidy from the IFF) 

This project supports the 
privatization of water supply 
and sewerage in Guayaquil 
in order to improve service, 
reduce losses and establish 
an efficient and self-sustain
ing system. 

Drinking water and 
sewerage coverage in Gua
yaquil stand at 63 percent 
and 52 percent, respectively-
—levels that are low com
pared to many Latin Ameri
can cities. Problems with the 
system have led to poor ser
vice delivery and public 
health risks, and are concen
trated in four areas: weak 

commercial operations, deteriorating infrastructure, 
need for large investments for expansion, and an in
adequate rate structure. Previous reform efforts have 
led to some improvement, but both the national and 
municipal governments continue to have to provide 
financial support to sustain the system. 

Project-financed technical assistance, consulting 
services and studies will expedite the concessioning 
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out of services by working with the Guayaquil Water 
and Sewerage Company in the selection, award and 
contracting process. Support will also be provided to 
convert the enterprise to an oversight agency and to 
mitigate the social costs of downsizing. Finally, the 
project will finance minor repairs of water and sanita
tion facilities to prevent further deterioration prior to 
the transfer. Five kms of water mains will be installed 
and 37 kms of sewer mains repaired in 25 different 
areas of Guayaquil. The works are expected to im
prove service for low-income residents in particular. 

Comprehensive Services for Children Under Six 
($37.2 million loan from the OC with an interest rate subsidy from 

the IFF, and $7.8 mil/ion loan from the FSO) 

Early childhood services will be strengthened under 
this program by expanding public and private daycare, 
establishing national quality standards, training 
caregivers and parents, providing teaching materials 
and equipment, and repairing daycare facilities. 

Nearly half of all children under six in Ecuador 
come from poor families, and most attend neither 
preschool nor daycare. Stimulation, psychomotor 
development and proper diet and health care are key 
during the early stages of childhood and affect subse
quent performance in school. However, current 
daycare services in Ecuador are limited in terms of 
quality and coverage and often lack needed involve
ment by parents and communities. 

This program will benefit some 230,000 chil
dren by improving existing daycare services and ex
panding coverage through a special fund established 
to finance alternative daycare services by civil society 
organizations. All 2,400 current child care centers will 
receive packages of teaching and recreational materi
als, and nearly half those facilities will be reequipped 
or repaired. Training will be provided to staff and 
teachers in instructional methods and to some 90,000 
parents in nutrition, health, early stimulation and 
school readiness. 

A national monitoring and evaluation system will 
be put in place to assure quality care, coordinate child 
services policy, and support competitive resource al
location mechanisms designed to make the nation's 
child care system more demand-driven. 

Tax System Modernization 
($15.8 million loan from the OC) 

This program aims to increase tax revenues and re
duce evasion by establishing an autonomous Internal 
Revenue Service that uses streamlined and computer
ized administrative procedures. 

Increasing the economic significance of domes
tic taxation is key to modernizing the state in Ecua
dor. Despite tax administration reforms in the late 
1980s and early 1990s, tax revenues remain below 6 
percent of GDP, one of the lowest proportions in the 
region. 

The program is expected to increase tax revenue 
by three percent over 1996 levels by supporting ef
forts of the Ministry of Finance to improve the cred
ibility and performance of national tax collection. The 
new National Revenue Service will be independent in 
terms of administration, finance and operation. A per
sonnel selection process will be put in place to hire 
professional staff through merit-base competition. 
Redesign of tax administration processes will improve 
collection, monitoring and enforcement, and some 
4,000 staffers will be trained in the new systems. Fi
nally, the program will install a comprehensive com
puter system in the National Revenue Service's net
work of 32 decentralized units. 

Judiciary System Modernization 
($2 million TC grant from the FSO) 

This program will support a range of reforms directed 
toward a more modern, independent, efficient and 
equitable judiciary. 

Ecuador has initiated a number of constitutional 
and legal reforms since 1992 to strengthen its judicial 
system. However, follow-up legislation and regulations 
were slowed by technical difficulties and lack of con
sensus. Approval of a referendum in May 1997 gave 
the National Congress the necessary mandate to fi
nally put the reforms in place. 

This program will support the constitutional, 
legal and regulatory development under way; 
strengthen the quality and impartiality of judges and 
judicial personnel by establishing a decentralized train
ing system; improve the administrative system in or
der to free judicial authorities to concentrate on ad
ministering justice; and back initiatives of civil society 
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organizations to improve access to justice, particu
larly for low-income groups. Finally, new technical 
and legal proposals will be drafted to modernize the 
judicial system as well as improve the services of pros
ecutors, public defenders and ombudsmen. 

Voucher Program for Entrepreneurial Service 
($1.3 million MIF grant) 

The objective of the program is to develop the training 
services market using a voucher system that will pro
mote the demand for training services for microenter
prises while also increasing competition among the pro
viders of these services. 

The design of the H 
operation includes three 
key elements that will 
contribute to the streng
thening of the training 
services market: 1) the 
development of a spe
cialized training service 
for microenterprises 
and the certification of 
quality standards for 
training services provid
ers, ii) the use of a di
rect and partial subsidy 
mechanism through the 
use of vouchers for the 
microent repreneurs , 
and iii) the provision of 
information to microen
trepreneurs about the 
existing providers of 
training services. The project will tram about 30,000 
microenterprise workers and owners in business man
agement, technology and small-scale manulacturing. 

Employment Services and Training 
($600,000 MIF grant) 

The purpose of this program is to contribute to the 
development of a job placement and training market 
lor entry level positions in the Guayaquil area of 
Ecuador capable of responding efficiently and effec
tively to the requirements of the productive sector. 

COMALAPA, EL SALVADOR. A four-bay hangar for maintenance of 
planes belonging to TACA and three other Central American airlines. 
Funding for construction of the hangar in 1996 came through a glo
bal multisector credit program financed by IDB loans totaling $60 
million. 

EL SALVADOR 

The Bank has made 86 loans totaling $2,262 mil
lion to El Salvador. Cumulative disbursements to
taled $1,653 million. 

Public Sector Modernization 
(S70 mil/ion loan from the OC) 

This program will support the governments efforts to 
implement the structural reforms in administration and 
sector reforms, with a view to promoting increased pri
vate sector participation in the delivery of public ser

vices m infrastructure 
sectors that the govern
ment considers to have 
priority under the Pro-
grama de Modernización 
del Sector Público (PUS?). 

The program will 
help improve and ex
pand public-sector re
forms, including insti
tutional restructuring, 
human resource man
agement and tax ad
ministration, including 
reform of public fi
nances management. 

The program will 
also support sector re
forms (electricity, tele
communications, and 
transportation) with a 
view to increasing pri

vate-sector participation in the delivery of public ser
vices and the respective privatization processes, in or
der to develop efficient sectors through competition, 
free access, readjustment of the States role, and imple
mentation of the necessary regulations. The program 
will also support worker's participation in the 
privatization process. 

Local Development Program 
($34.06 million loan from (he OC, wiih an interest rate subsidy 

from the IFF) 

This program will finance economic and social infra-
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structure projects in the country's poorest municipali
ties and strengthen the capacity of local authorities to 
plan and carry out these projects. 

The investment portion of this loan will finance 
potable water, sanitation and electricity projects in small, 
low-income municipalities. To support decentralization, 
the program wifl help the local development fund 
implement participatory planning and budgetary 
mechanisms that transfer project selection and imple
mentation to local authorities. Training will be provided 
to municipalities and communities in project planning, 
management, execution and maintenance. 

The program includes measures to ensure par
ticipation of women and other vulnerable groups in 
project decision-making and incorporate effective en
vironmental protection components in project design. 

GUATEMALA 

The Bank has made 88 loans totaling $1,757 mil
lion to Guatemala. Cumulative disbursements to
taled $1,285 million. 

Infrastructure and Investment Sector Reform 
($100 million loan and $7.65 million TC loan from the OC, and 

$1.15 million grant from the MIF) 

Reforms of the aviation, telecommunications and elec
tricity sectors financed by this program aim to expand 
coverage, improve service and reduce costs. 

To meet growing demand in these infrastructure 
sectors over the next five years, il is estimated that 
Guatemala will need to invest around $2.2 billion, or 
about 5 percent of GDP The cornerstone of such an 
effort is a new legal framework that facilitates invest
ment and improves efficiency. Technical assistance and 
consulting services under this program will help re
form the regulatory system, eliminate monopolies, 
separate policymaking, regulation and service delivery 
functions, and involve the private sector in service ex
pansion and delivery. Complementary investment re
forms will strengthen laws to eliminate anti-competi
tive practices and provide investors more legal certainty. 

Expansion of airports in Guatemala City, 
Escuintla and Peten will be turned over to a private 
operator, and businesses will compete to provide long 
distance, local, wireless and cellular telephone services. 

The system of monopolies in the electricity sector will 
be replaced with free and competitive electricity mar
kets. Finally, technical assistance to make marketing 
of hydrocarbons more efficient will reduce the cost of 
oil products to industry and consumers. 

Proceeds of the quick-disbursing $100 million 
IDB loan will finance the immediate fiscal and bal
ance of payments impacts resulting from execution of 
the structural reforms, which are expected in the 
longer term to have a positive fiscal impact. The gov
ernment will use half the profits from privatizations 
to reduce the domestic debt. 

Housing Program 
($60 million loan from the OC) 

This program will improve the equity and efficiency 
of housing markets for the poor and increase invest
ment in low-income housing. 

Low-income households make up 60 percent of 
Guatemala's urban population, and these informal 
neighborhoods—often lacking basic utilities and ser
vices—expand every year by some 20,000 additional 
houses. Helping this segment of the population move 
out of the informal housing market and into the low 
end of the commercial market represents an impor
tant part of efforts to alleviate poverty. 

This program will provide 9,000 subsidies an
nually to low- and middle-income households to im
prove their housing or buy down their mortgage. 
These demand-side subsidies will be more transpar
ent than the subsidized interests they replace, and their 
design will encourage additional private investment 
in housing. Assessing household creditworthiness, 
issuing funds and designing and building housing 
solutions will be concessioned to the private sector. 

The program also will regularize land holdings 
of 50,000 low-income households as part of a pack
age of legal and regulatory reforms to promote devel
opment of a formal land market in poor urban areas. 
Incentives are built into the system to limit illegal 
settlements in high-risk areas. 

Education Reforms 
(S15.36 million loanfrom the OC) 

Teacher training, educational materials and technical 
assistance provided by this project will improve the 
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quality of preschool and primary education through
out Guatemala. However the project will include ac
tivities designed to benefit the country's most vulner
able groups, particularly girls, indigenous persons and 
the rural poor. 

The project is designed to support the educa
tional mandates of the 1996 Peace Accords, which 
emphasized increased education spending, expanded 
coverage, bilingual education and equity among gen
ders. Although Guatemala's high repetition and drop
out rates have decreased slowly over the past decade, 
only one in five children attends preschool, and nearly 
a third do not go to pri
mary school. 

This is the first 
of a three-phase op
eration whose long-
term goal is to make 
quality preschool and 
pr imary educat ion 
available to all Guate
malan children. This 
phase will focus on 
mainstreaming inno
vative educational ap
proaches to improve 
internal efficiency and 
education quality, in
cluding multigrade in
struction and adaption 
of curriculum to local 
circumstances. Bilin
gual texts will be de
veloped and distrib
uted in over 3,000 
schools where chil
dren are taught in the 
four most widely spo
ken Mayan languages. Bilingual texts will also be de
veloped and distributed in eight minority languages. 
An estimated 85 percent of all teachers will receive 
in-service training on active learning concepts, inter-
cultural awareness and the importance of education 
for girls. 

The project specifically targets the high first grade 
drop-out rate (27 percent) by financing expansion of 
the country's accelerated pre-primary program to 
6,000 centers in 22 departments by the year 2000. 

SAN PEDRO NECTA, GUATEMALA. Representatives from neighbor
ing communities meet to discuss project strategies for this rural area 
of 21,000 people. Under the Community Development for Peace pro
gram financed by $50 million in IDB loans in 1996, beneficiaries de
termine local priorities and either carry out projects themselves or 
contract out needed services. The program is designed to support 
Guatemala's Peace Accords by rebuilding infrastructure and strength
ening social services. 

Care of Children in Extremely Difficult 
Circumstances 
($580,000 TC grant from the FSO with cofinancing from the 
Norwegian Fund) 

This program will expand social services for street 
children in Guatemala City, including family reinte
gration, drug treatment, job training, and assistance 
for teenaged mothers. 

Rapid urbanization, social change, poverty, and 
years of civil conflict have left over three-quarters of 
a million children living in extreme poverty in the 

Guatemalan capital. 
Particularly at risk is 
the floating popula
tion of up to 5,000 
children who live on 
the streets and often 
are not reached by 
regular child care pro
grams. 

This program will 
support the efforts of 
Casa Alianza Guate
mala, a nonprofit or
ganization committed 
to serving, protecting 
and safeguarding street 
children. Alianza's out
reach teams provide 
children with emer
gency medical care, 
counseling and nonfor-
mal education, while 
its Crisis Centers offer 
food, clothing, shelter, 
ongoing medical care, 
vocational training and 

education, and emotional support. 
Bank financing will be used to hire educators, 

psychologists, physicians, caseworkers, attorneys and 
other support staff, as well as for nutritional supple
ments, material and equipment. The program will 
try to rebuild ties between street children and their 
families, provide housing and other services for boys 
in drug treatment and establish a detoxification pro
gram for girls, and support a home for adolescent 
mothers and their infants. 
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Promoting Private Sector Participation in 
Technical Training in Rural Areas 
($2.88 million MIF grant) 

The program's mam objective is to strengthen the ca
pacity of private training institutions to develop tech
nical training methods that will improve the competi
tiveness of rural producers of various ethnic groups 
in Guatemala. Activities are aimed at developing and 
systematizing the technical training methodologies of 
two leading institutions to make them replicable and 
transferable to other private sector providers of train
ing in rural areas. This includes developing bilingual 
didactic materials to facilitate training within indig
enous communities lo meet the special needs of rural 
agricultural producers and local artisans. The program 
will also finance the creation of a communication net
work to facilitate the exchange of information among 
NGO training providers working in rural areas. 

Development of a Securities Registry for 
Guatemala's Capital Markets 
($1.55 million MIF grant) 

This project aims to strengthen the emerging capital 
markets of Guatemala by increasing their efficiency 
and educating the investing public. 

The program will assist in the development of 
the Registry, created by the Ley de Mercados de Valores 
approved in 1996, so that it can effectively accom
plish its functions. The Registry represents the first 
step in bringing oversight and greater transparency to 
the presently unregulated over-the-counter market 
(OTC). It will also assist the government in the 
strengthening of the legal framework for securities 
markets, thereby providing the basis for the future 
expansion of the Registry's functions. 

Private Participation in Civil Aviation 
(Si.15 mi/lion MIF grant) 

This program will attract technical and operational 
capacity and mobilize financing and private sector re
sources to provide and extend the coverage of ser
vices in the civil aviation sectors. 

MIF resources will finance technical advisory ser
vices in the field of air transportation as well as legal 
and financial advisory services. This financing supple

ments IDB resources for the organization and training 
of the Civil Aeronautics Directorate (DGAC), and for 
private sector participation in air traffic control. 

GUYANA 

The Bank has made 29 loans totaling $599 million 
to Guyana. Cumulative disbursements totaled 
$398 million. 

Main Road and Bridge Rehabilitation 
($41 million loan from the FSO) 

This project will replace or repair bridges along the 
highway that connects Georgetown with key trans
portation and production areas, improve road safety, 
and upgrade national road planning and maintenance. 

Guyana's population and economic production 
is centered in coastal areas that are below sea level, so 
construction and maintenance of roads involves com
plex and costly crossings of a dense system of drains, 
canals and sluices. Increased traffic over the years has 
brought particular congestion on bridges, where pe
destrians and other nonmotorized traffic must share 
the roadway with cars and trucks. 

Phase I financed repaying and repairs of the high
way that runs from Timehri, site of the international 
airport, through the capital east to Rosignol, an im
portant agricultural area. This project will upgrade 
72 bridges and 195 culverts along that highway by 
adapting the width of each structure to the size of the 
highway itself, and by adding shoulders and sidewalks 
where needed. A feasibility study will be financed for 
the proposed Berbice River bridge, and current ferry 
service will be improved. Finally, the project will pro
vide technical assistance to the Ministry of Public 
Works and Communications to improve planning, 
construction and maintenance of the country's trans
portation system. 

Guyana Elections Commission 
($500,000 TC grant from the FSO) 

This program will strengthen and build public confi
dence in Guyana's electoral and registration systems 
by supporting measures to make the electoral process 
more transparent, efficient and sustainable. 
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fe:. 

The Elections Commission is a fully autonomous 
body charged with administering and supervising 
presidential, parliamentary, regional and local elec
tions and registration. Building on the successes of 
Guyana's 1992 and 1994 elections, this program will 
facilitate administration of the 1997 general elections 
and build the administrative capacity of the Elections 
Commission as the single institution in charge of all 
electoral and civil registration processes. 

Activities will include 
production and delivery of 
voter registration cards to 
citizens, development of a fi
nal voter list, recruitment and 
training of some 7,000 poll
ing officers, identification of 
voting sites, carrying out of 
voter education programs, 
and production and distribu
tion of ballot boxes, ballots, 
voting screens and indelible 
ink. Technical assistance and 
equipment will be provided 
to establish and maintain the 
national civil registry database 
in order to produce reliable 
voter lists and identification 
cards for future elections. 

Technical and Middle 
Management Training 
($875,000 MIF grant) 

upgraded, a cadre of trained trainers will be devel
oped, and a human resources information manage
ment system will be established. 

HAITI 

The Bank has made 44 loans totaling $665 million 
to Haiti. Cumulative disbursements totaled $386 

million. 

The program, to be carried 
out by the Consultative As
sociation of Guyanese Indus
tries, will introduce innova
tions in training in three 
growth sectors where em
ployment is concentrated but 
competitiveness is lagging: 
engineering and capital goods construction, agribusi
ness and food processing, and services. The program 
will consist of in-firm training and short modular 
courses that will be delivered by organizations such 
as the Guyana Management Institute and the Guyana 
Sugar Corporation. As part of the program, the skills 
of 1,500 middle level and technical managers will be 

LEOGANE, HAITI. Some 43,000 mango trees grown 
at this nursery will later be grafted with an export vari
ety to improve yields. Funding for the project is part of 
the country's emergency economic recovery program 
supported by a $72.5 million IDB loan in 1995. 

Secondary and Tertiary 
Road Rehabilitation and 
Maintenance 
(S50 million loan from the FSO, 
with cofinancing from OPEC) 

Repairs and maintenance of 
500 kms of rural roads fi
nanced by this project will 
benefit 750,000 people by 
improving access to social 
services, facilitating better 
transport of goods, and sup
port ing development of 
tourism areas. 

Repairs of tertiary and 
secondary roads will provide 
adequate road capacity, year-
round access and traffic 
safety through regraveling, 
grading, bridge replace
ments, slope protection and 
drainage works. Ongoing 
maintenance will be per
formed on drainage systems 
and running surfaces. 

Road maintenance 
agreements will be estab
lished under which benefi
ciar)7 communities will com

mit to financing part of the maintenance costs. 
Complementary funding will be made available 
through the to-be-established National Road Mainte
nance Fund. 

The project also will support development of 
Haiti's transport institutions through technical assis
tance in planning and programming to the Ministry 
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of Public Works, Transportation and Communications. 
Decentralized Program Offices wifl be established at 
the departmental level to provide training, commu
nity outreach and technical assistance to strengthen 
the regional maintenance industry and the local com
munities that participate in labor-intensive mainte
nance works. 

HONDURAS 

The Bank has made 104 loans totaling $1,672 mil
lion to Honduras. Cumulative 
disbursements 
totaled $1,489 
million. 

Puerto Cortés 
Sewerage 
($13.8 million loan from 
the FSO) 

This program aims to 
ensure efficient and 
sustainable water and 
sanitation service by 
financing construc
tion of a municipal 
sewerage system and 
establishment of an 
autonomous utility 
company. 

The Atlantic 
coast city of Puerto 
Cortés has grown into 
one of Central America's most important ports in re
cent years because of the expansion of the maquila 
industry in the Sula Valley and increased trade flows 
between Honduras and its neighbors. However, the 
city is located principally on a low lying peninsula 
and does not have an adequate sewerage system. 
Nearly two-thirds of the households use septic tanks 
which are inappropriate for the area and which cause 
contamination and the spread of water-borne disease. 

This project is designed to serve as a model for 
sustainable provision of potable water and sanitation 
services at the municipal level based on cost recovery, 
an autonomous service provider, private sector in-

TEGUCIGALPA, HONDURAS. IDB funds provide equipment and edu
cational materials for "Sports for Childhood" programs in low-income 
areas in three Honduran cities. The program is financed by a $3.1 mil
lion IDB grant in 1991 to support UNICEF-administered programs in 
five Central American countries and Panama. 

volvement, independent regulation and community 
involvement. Financing will be used to build a sew
age treatment plant and install a network of collec
tors, interceptors and pumping stations. The sewer
age system, when completed, will provide sewage 
disposal for more than half the city population. 

Administrative and institutional reforms will 
convert the city's water utility into a commercial com
pany owned in part by the private sector. The new 
company will in turn sign an agreement with the 
municipality for the leasing of the water and sewer
age infrastructure. 

Middle-School and 
Alternative Basic 
Education 
(S6.55 mil/ion loan from 
the FSO) 

This program will im
prove the quality and 
coverage of basic edu
cation by expanding 
opportunities for adults 
and supporting a pilot 
project that will con
vert primary schools 
into basic education 
centers, offering grades 
1 to 9, in rural and mar
ginal urban areas. 

Primary school 
enrollment in Hondu
ras by the mid-1990s 
exceeded 90 percent, 

and illiteracy, repetition and dropout rates had all 
declined. Despite the improved coverage, however, 
the education system still has inefficiencies: a typical 
student stays in school for seven years but only com
pletes five grades. Illiteracy remains problematic in the 
northern departments, where many still have limited 
access to education. 

This program will expand alternative programs 
for adults in the Departments of Atlântida, Cortés and 
Yoro, where manufacturing, agricultural diversifica
tion and tourism have created heavy demand for more 
education. Incentives will be provided to civil society 
organizations to develop programs that are flexible in 
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terms of length, location and technologies. An esti
mated 25,000 adults are expected to enroll. 

The program will also increase access to middle 
schools for primary school students by supporting 35 
basic education centers that run from grades 1-9. The 
program will provide equipment, teaching and library 
materials, train teachers and administrators, and sup
port curricular and administrative improvements. Well 
over half the students in the pilot project are girls and 
a third are indigenous. 

Privatization of Solid Waste Management 
Services 
($500,000 TC grant from the Japan Special Fund) 

Studies and technical assistance provided under this 
project will prepare and implement the privatization 
of solid waste management services in San Pedro Sula, 
the second largest city in Honduras. Privatization is 
expected to facilitate expanded coverage and more 
efficient and environmentally sound service delivery. 

San Pedro Sula has a population of 470,000 and 
is located in the Sula Valley in northwest Honduras, 
one of the country's fastest growing economic regions. 
Problems with the organization and quality of waste 
management services—including collection, transport 
and sanitary landfill management—has led to an op
erating deficit and prompted the decision to grant the 
services to a private concession holder. 

This financing will enable the municipality to 
hire a firm specializing in the privatization of public 
utilities. Its analysis will examine the scope of services 
to be privatized, the possibility of including other mu
nicipalities, minimum service levels and technical and 
environmental standards, and the various options for 
sharing technical and commercial risk between the 
municipality and the concession holder. Technical 
specifications, bidding documents and an outline for 
investment financing will also be prepared. 

Incentive Program for Private-Sector Invest
ment in Training 
($1.95 million MIF grant) 

The program will increase the competitiveness and 
productivity of companies in the construction, tour
ism, and wood processing sectors by enhancing 
workforce efficiency and skills and by encouraging 

small- and medium-sized businesses to improve the 
quality of their labor force by investing in training. 
The initiative, to be carried out by the Honduran 
Human Resources Advisory Center, will also promote 
a better supply of training services as a response to 
private sector demands. The project will also encour
age a dialogue between the public and private sectors 
on an eventual reform of the national training system. 
To this end, occupational performance standards will 
be developed for two industry groups, which will serve 
as pilot experiences for the creation of a national pro
gram of occupational standards and certification. 

JAMAICA 

The Bank has made 67 loans totaling $1,249 mil
lion to Jamaica. Cumulative disbursements totaled 
$1,019 million. 

Health Sector Reform 
($17.7 million loan from the OC) 

Reforms instituted under this program will help Ja
maica cope with the challenges of a changing epide
miological profile in a financially sustainable manner. 

Although Jamaica's health gains over the last 25 
years have been impressive, an aging population and 
consequent shift in the causes of morbidity and mor
tality toward chronic conditions present an increas
ing financial burden on individuals and government. 

This program wifl finance development of a 
National Health Insurance Plan, alleviating the sub
stantial burden of out-of-pocket health care costs on 
families while facilitating a shift toward full cost re
covery for the public sector. Efficiency and account
ability of health service delivery will be improved by 
strengthening the policymaking and regulatory roles 
of the Ministry of Health while decentralizing opera
tional responsibilities through establishment of four 
Regional Health Authorities and strengthening human 
resource management. Technical assistance will also 
be provided to strengthen health promotion and fill 
critical gaps in service delivery. 
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Social Investment Fund 
(S10 mi/lion loan from the OC, with an interest rate subsidy from 

the IFF and cofinancing from the World Bank and the Government 

of the Netherlands) 

The Social Investment Fund (S1F) will finance a vari
ety of small-scale community projects which are de
mand-driven and designed to improve living condi
tions of the poor. 

Despite Jamaica's high social indicators relative 
to per capita GDP, many of the poor still do not have 
access to adequate health care, quality education or 
the water and sanitation facilities. Because traditional 
line ministries have a limited capacity to carry out 
community-based programs, the Jamaican govern
ment established the SIF to attract and channel new 
resources to priority projects in targeted poor areas 
throughout the country. 

The Fund will finance construction, repair and 
equipping of schools, health and day care centers, and 
other community facilities; build and repair roads and 
water and sewage systems; and support small pro
ductive projects such as building agroprocessing fa
cilities. Social assistance includes support for youth 
training, job placement and counseling. The project 
also includes activities to strengthen the country's in
stitutional capacity to undertake and promote com
munity-based development efforts. 

Effective information data management systems 
will be developed and installed to improve coordina
tion and strengthen policy development functions with 
other ministries and economic institutions. Instruc
tional materials and trainers will be provided for an 
in-house staff training program, and the project will 
also finance studies abroad for key personnel. 

Institutional Support of the Financial Sector 
Adjustment Company (FINSAC) 
(S2.47 million MIF grant) 

The objective ol the program is to develop a stronger 
financial infrastructure in Jamaica by helping the re
cently created government agency in charge ol coor
dinating the activities of the supervisory agencies for 
the banking and insurance sectors, FINSAC, to man
age its investments in the insurance sector. Grant re
sources will help to strengthen insurance supervision 
and to create a capacity within FINSAC to dispose of 
loan and real estate assets in an orderly fashion and at 
fair prices. 

The program will also assist the FÎNSAC in bet
ter managing its operations, designing financial state
ments and periodic reporting forms, developing pro
cedures and inspection manuals, performing on-site 
inspections, and developing investment guidelines for 
insurance companies. 

Strengthening the Fiscal Policy Management 
Unit 
($500,000 TCfrom (he FSO) 

Developing the skills and systems to manage fiscal 
policy is key to the success of Jamaica's stabilization 
and growth programs, particularly in light of the 
country's recent graduation from the IMF's Extended 
Fund Facility. Training and technical assistance pro
vided by this project will strengthen the capabilities 
of the Ministry of Finance and Planning to analyze, 
formulate and monitor fiscal policy. 

The program will provide consultants and imple
ment procedures that use macroeconomic modeling 
for policy analysis and fiscal management. Areas to 
be reviewed will include tax policy, expenditure analy
sis, debt strategies, wage policy, and the impact of fi
nancial sector developments on fiscal and economic 
policy decisions. 

MEXICO 

The Bank has made 156 loans totaling $11,470 mil
lion to Mexico. Cumulative disbursements totaled 
$9,193 million. 

Distance Education 
(SI 71 million loan from the OC) 

Children and adults living in remote areas or with lim
ited access to traditional middle-school opportunities 
will benefit from this program to expand televised in
struction and other forms of distance education. 

Rising elementary promotion rates and the 
lengthening of compulsory education to nine years 
has brought a large increase in grade 7-9 enrollments 
in recent years. An estimated 500,000 additional chil
dren will be registered in these grades by the year 
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2000. Distance education has been a successful part 
of Mexico's effort to meet this growing demand. By 
the mid-1990s, the Telesecundaria middle-school sys
tem, primarily targeting rural areas, had an 80 per
cent graduation rate. 

This program will build on that success by reach
ing out to others whom the traditional school system 
cannot reach, including adults and young people who 
work, women and indigenous groups. Updated equip
ment will be provided and libraries built for the 4,500 
new Telesecundaria facilities expected to open over the 
next five years. An estimated 23,000 teachers and coun
selors will be trained un
der the program. 

The distance learn
ing model for adults— 
and some 2.2 million 
people are expected to 
enroll in such pro
grams—will be a flexible 
and nonformal middle-
school. Time require
ments for a t ta ining 
learning targets will be 
adjusted, and students 
working independently 
will be able to graduate 
in two instead of three 
years. 

Yucatán Gas Pipeline 
(Up to $68.75 million loan 
from the OC, with a "B" loan 
of up to $142 million) 

diameter and will transport abundant gas resources 
from the States of Tabasco and Campeche to eight 
power plants servicing the states of Campeche and 
Yucatán. Five existing plants will be converted to natu
ral gas and three new plants will be built. Total gener
ating capacity will be 1,627 MW Natural gas is a less 
expensive and more efficient fuel, and conversion to 
it has a positive environmental impact by reducing 
emissions of hydrocarbons, sulfur oxides and particles 
by power plants and the industries they serve. 

The pipeline will be the first large build-own-
operate concession under Mexico's new regulatory 

framework for the natu
ral gas sector. Commer
cial banks will participate 
in financing through 
subscription agreements 
with the IDB totaling up 
to $142 million. 

GENERAL TRIAS, MEXICO. Instructor Janette Lopez works with 
students at the Juan Escutia Preschool in a small community 
northeast of Chihuahua. The school was remodeled under a pro
gram to support preschool and primary education in remote and 
low-income areas. The IDB backed the program as part of a $500 
million 1995 loan for essential social services in education, health, 
training and employment. 

This project will finance 
construction and opera
tion of a privately-owned and operated 700-km pipe
line to deliver natural gas to one of Mexico's fastest 
growing regions. 

A survey by Mexico's Federal Electricity Com
mission found that energy demand in the Yucatán 
Peninsula states has grown by 7.4 percent annually 
over the past decade, the largest increase of any re
gion in the country. This project is closely linked to 
other electricity generation and infrastructure invest
ments in the area. 

The pipeline will range from 16 to 24 inches in 

Energy Efficiency 
($23.4 million loan from the 
OC) 

This program will pro
mote the marketing of 
energy-efficient electri
cal equipment in order 
to reduce consumer en
ergy costs and the rate 
of growth of electricity 
demand in industry and 
commerce. 

Demand for elec
tric power in Mexico has 
grown by over 5 percent 
in the 1990s. Increased 

demand at the current rate would require 38 percent 
more generating capacity by the year 2006. Rates have 
increased over the past two years, and investments 
needed to meet future energy needs will likely require 
additional hikes unless demand growth can be slowed. 

This program will support energy savings by en
couraging the marketing, sales and commercial financ
ing of energy-efficiency equipment, particularly mo
tors, air compressors and lighting that constitute 90 
percent of industrial and commercial consumption. 
Businesses that purchase the equipment will benefit 
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through lower power bills, while Mexico's power util
ity will avoid costs associated with system operation 
and investments in additional generating capacity. 

To stimulate demand for this technology, the pro
gram will offer cash rebates to buyers of 5 to 15 per
cent off the purchase price of the equipment. In addi
tion, the program will publicize the technical and 
economic benefits of energy-efficient equipment, pro
mote commercial financing through equipment sup
pliers and energy service companies, and provide tech
nical assistance to those companies in marketing, 
project formulation and turnkey services. 

Support for the National Banking and 
Securities Commission 
($8 million loan from the OC) 

In response to the 1995 economic crisis, Mexico con
solidated its banking and securities commissions in 
order to streamline supervision of the financial sec
tor. This program will strengthen the capacity of the 
resulting National Banking and Securities Commis
sion (CNBV) to supervise banks, financial intermedi
aries and the securities markets. 

Policies and legislation for financial intermedia
tion in Mexico are established by the Ministry of Fi
nance and Public Credit and the Bank of Mexico, to 
which the CNBV reports. The CNBV is a technically 
autonomous oversight agency that defines the stan
dards and regulations and performs the supervision 
and inspection activities required to enforce govern
ment financial policies. 

Training, technical assistance and consulting ser
vices provided by this program will modernize meth
odologies and consolidate recent progress in the su
pervision of full-service commercial banks; develop 
uniform supervisory standards for all financial inter
mediaries, particularly development banks and aux
iliary credit organizations; improve and develop su
pervisory mechanisms for emerging securities markets; 
and establish a human resources management system. 
The program will also finance equipment to consoli
date administrative management systems and to de
velop information technology supervisory mecha
nisms and an external network. 

Support for Microenterprises in 
Southern Mexico 
($15 million financing from the FSO) 

The Bank approved a $15 million facility to support 
productive microenterprises among rural, low-income 
groups in southeastern Mexico. Approximately 20 
projects under the program are to be selected and 
approved by the IDB Country Office in Mexico. The 
program is expected to benefit rural and indigenous 
sectors of the population living in the states of Chiapas, 
Oaxaca and Guerrero. 

Each project may include a loan of up to 
$500,000 for microenterprise and, as needed, a grant 
for technical assistance in such areas as project prepa
ration, institutional strengthening of local institutions 
serving the small enterprise sector, environmental 
projects, and social service delivery systems. Both the 
loans and the technical assistance financing will be in 
local currency. Beneficiaries of the financing are ex
pected to participate in the design and implementa
tion of the programs, which are intended to improve 
the incomes and opportunities of the poorest sectors 
of the population. 

Strengthening Management of Public Credit 
($1.2 million TC grant from the FSO) 

This program will facilitate more timely and efficient 
decision-making regarding public debt by installing a 
management and analysis system that consolidates 
debt information into a single database. 

Mexico's current debt management system can 
be improved in order to achieve more effective par
ticipation in international financial markets. This pro
gram will establish single registration numbers for 
loans to eliminate duplication; consolidate short- and 
long-term external, domestic and private debt into one 
database; and include credit authorization, state and 
municipal debt. Studies for design of a liability port
folio management system will also be financed. 

The program will be carried out by the Depart
ment of Public Credit, a unit of the Ministry of Fi
nance that regulates government borrowing. The pro
gram will finance procurement and installation of 
hardware, software and other necessary equipment, 
transfer the present database to the new system, pro
vide training for system users and maintenance tech-
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nicians, and prepare necessary administrative and 
procedural reforms. 

Productivity Center in Jalisco 
($1.77 million MIF grant) 

The project will improve the productivity and com
petitiveness of small metal-working firms in the state 
of Jalisco. A local industry association for foundry and 
machinery firms will be strengthened to enable it to 
provide training, as well as technological and techni
cal assistance services to firms in order to improve 
the efficiency of their processes and the quality con
trol and design of their products. The environmental 
practices of these enterprises will also be improved, 
helping to link with larger firms that already adhere 
to international standards in environmental manage
ment. 

Technical assistance will include the diagnos
tics and re-engineering of plant layout, transfer of 
technical know-how, upgrading of manufacturing 
techniques and provision of the necessary skills to 
adapt to technological innovation. Laboratory ser
vices for physical and chemical testing of materials 
and for dimensional metrology will also be provided. 
Personnel of small firms will be trained in the devel
opment and implementation of marketing, strategic 
and business plans, helping small manufacturing 
business to reach growing domestic and international 
markets. 

Human Resource Investment for Regional 
Business Development in Nueva Vizcaya 
($1.3 million MIF grant) 

The program supports an innovative private sector 
initiative in the Nueva Vizcaya region of northeast 
Mexico to revitalize the region's economy through firm-
based growth in strategic sectors. The grant will fi
nance training and technical assistance to 600 new 
and expanding firms and promote increased invest
ment in the region. The resources will also be aimed 
at publicizing the firms' experiences through workshops 
and study sessions conducted by community leaders 
from Mexico and Central America who are interested 
in replicating positive results from the Nueva Vizcaya 
project to help revitalize other regions suffering from 
similar economic dislocation problems. 

Investment Fund for Small Business in the 
Environmental Sector 
($4.0 million MIF equity) 

The project consists of an investment in a special facil
ity of the North American Environmental Fund (NAEF), 
an existing Risk Capital Fund established in 1993 to 
linance companies in the environmental sector. The fi
nancing will be matched by resources from Nacional 
Financiera and the Overseas Economic Cooperation 
Fund of Japan. 

The purpose of the project is to support the de
velopment of small Mexican firms, particularly new 
businesses, in the environmental sector. The facility 
financed by IDB/MIF will prompt NAEF to put greater 
emphasis on investment in small and/or new compa
nies. Resources received by the Fund in the form of 
IDB/MIF financing and local counterpart funding will 
be fully invested in small companies, based on their 
prospective profitability. The project will also help the 
selected companies to evaluate their productive sys
tems and practices to reduce the adverse environmen
tal impact of industrial activities, possibly leading to 
the ISO 9000 certification process. 

NICARAGUA 

The Bank has made 82 foans totaling $1,259 mil
lion to Nicaragua. Cumulative disbursements to
taled $996 million. 

Social Infrastructure 
($50 million loan from the FSO, with cofinancing from OPEC) 

This program will finance repairs and expansion of 
basic social infrastructure such as schools, health fa
cilities and water and sanitation systems in the country's 
poorest areas. 

Over half the population in Nicaragua lives be
low the poverty line. Expanding social infrastructure 
is an important step toward improving living condi
tions of the poorest and most vulnerable segments of 
society. The country's Social Emergency Investment 
Fund—created in 1990 to complement efforts of line 
ministries and supported by IDB loans and technical 
cooperation—has provided approximately $30 mil
lion annually to finance repairs of destroyed or aban-
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doned infrastructure. Today the Fund accounts for 
over 60 percent of Nicaragua's social investments. 

This loan will support Fund operations at least 
until the year 2002 and contribute to its transition to 
a demand-driven and decentralized source of sustain
able infrastructure projects. Project activities will tar
get the poorest municipalities and rural areas, with 
an increasing focus on environmental concerns and 
outreach to indigenous groups and women. Training 
and technical assistance will be provided to munici
pal agencies throughout the country to develop local 
planning, management and maintenance capacity for 
social projects. 

Revitalization of Food and Agricultural 
Production 
($40 million loan from the FSO) 

This program aims to increase the competitiveness of 
the agricultural sector by improving access to mar
kets, building production facilities and local infrastruc
ture, and providing technical assistance in marketing 
and technology transfer. 

Strengthening the agricultural sector is key both 
to economic recovery and poverty alleviation in Nica
ragua; agriculture accounts for 65 percent of exports 
and nearly a third of GDP The sector generates nearly 
half of the nation's employment. 

This program targets small and midsize produc
ers with limited access to new production technology 
and marketing. Four out of five of the 1.3 million ru
ral inhabitants in the project area—11 departments 
in the central and Pacific regions—live in poverty. 
Projects will include rehabilitation of rural roads, stor
age facilities and slaughterhouses; technical assistance 
to improve postharvest and agrifood business man
agement at marketing cooperatives; development of 
the productive resources base, including irrigation 
systems, soil conservation, agroforestry and refores
tation, and livestock improvement through artificial 
insemination. 

The projects will be managed by both public and 
private extension groups, and beneficiary communi
ties will participate in project identification, planning, 
financing and implementation. 

Training Program for Agricultural Business 
Development 
(Si.2 million MIF grant) 

The: program's activities are aimed at increasing the 
income of agricultural producers by introducing 
changes in their prevailing production practices and 
culture, so that their income can be improved on a 
sustainable basis in an increasingly competitive mar
ket. This objective is to be achieved through the ap
plication of innovative training methodologies and 
provision of a package of services to improve the busi
ness capacity and productive competitiveness of tra
ditional small-scale farmers. The methodologies to be 
developed combine social, economic, environmental, 
and technical elements to support rural communities 
in establishing and operating enterprises owned by 
the producers, generating new employment and im
proving the quality, value and marketing of agricul
tural products. 

PANAMA 

The Bank has made 100 loans totaling $1,633 mil
lion to Panama. Cumulative disbursements totaled 
$1,091 million. 

Financial Sector 
($120 million loan and a $10.13 million TCfrom the OC) 

This program will support sustained development of 
the financial sector by helping to improve regulatory 
procedures, privatize government-owned banks, 
strengthen pension systems, and promote growth of 
capital markets. 

Panama's financial sector includes international 
banking, the insurance and reinsurance sector, finance 
and financial leasing companies, severance funds, a 
private pension fund and the securities market. Re
cent years have seen a only modest growth of interna
tional banking, by far the largest subsector, while 
nonbanking financial operations are still in the early 
stages of development. This program addresses con
cerns that to stay competitive the financial sector as a 
whole must be modernized and diversified, generat
ing new business opportunities at the local and inter
national level. 
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The program will provide technical assistance, 
consulting services, training and information systems 
support to: 

• Strengthen the operating capacity of financial 
oversight agencies and develop regulatory safeguards 
and controls for the banking, securities and pension 
sectors; 

• Streamline direct public sector involvement 
in the financial sector by privatizing government 
banks; 

• Establish an individual pension and savings 
account plan for civil servants as a first step toward 
broad reform of the social security system; and 

• Develop a more 
efficient administrative 
and legislative struc
ture to manage public 
debt and nurture cre
ation of a debt market. 

The five tranches 
of this fast-disbursing 
loan will be released as 
reforms are put in place, 
supporting Panama's 
balance of payments re
quirements through 
1999. 

Educational 
Development 
($58.1 million loan from 
the OC) 

This project will sup
port major reforms of 
Panama's educational 
system by improving student performance, increas
ing access to education, updating curriculum and 
making educational administration more efficient. 

Recent reforms in Panama have set in motion 
profound changes in the administration, delivery and 
pedagogy of the country's basic education system from 
preschool to the 12th grade. A key objective is to keep 
instruction up to date with the needs of a modern 
state. This project will support that effort in 99 pri
mary and 25 secondary schools by revising curricu
lum, upgrading equipment and resources, and pro
viding teacher training. Specific project targets include 

PANAMA CITY, PANAMA. A small business that makes bags and 
clothing using molas, traditional designs with layered cloth. This sew
ing firm received a loan from the Foundation for Economic and So
cial Development, a nongovernmental organization that provides 
credit and technical assistance to low-income microenterprises. A 
$500,000 IDB Small Projects loan financed the program. 

increasing the percentage of students who complete 
key grade levels, improving test results and reducing 
repetition and dropout rates, particularly for low-in
come students. A special project component is spe
cifically directed to improving student performance 
among rural and indigenous populations. 

The project will also finance technical assistance 
and studies to make the educational system more ef
ficient by improving personnel management, estab
lishing performance-based budgeting, strengthening 
local administration and community participation, and 
analyzing current use of school facilities and teacher 
allocation. 

Restructuring the 
National Water and 
Sewer Utility 
(S45 million loan from 
the OC) 

This project will con
solidate reforms of the 
water supply and sani
tation sector by re
structuring and priva
tizing the public utility 
and rehabilitating sys
tems that provide ser
vice to nearly half the 
country's population. 

Although cover
age by Panama's water 
and sewer utility is 
relatively high, service 
delivery is often ineffi
cient. This project will 

prepare the water and sewer utility for sale to a pri
vate operator in order to reduce water losses, manage 
demand, utilize existing production infrastructure 
more efficiently, and improve distribution and service, 
particularly to low-income groups. The project fol
lows up on the objectives of a Basic Infrastructure Sec
tor Reform loan approved by the Bank in 1996. 

The project will also finance installation of 
household meters, repair pumping plants, tanks and 
water mains and pipes, and replace control valves in 
systems that provide water service in Arraiján, 
Chorrera, Colón and Panama City. 
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Toll Road 
($40 million loan from the OC, with a "B" loan of up to $16 million) 

This loan is to PYCSA Panama S.A., a private com
pany that was awarded a concession to build and op
erate a toll road connecting Panama City on the Pa
cific coast with Colón on the Atlantic. 

The IDB will finance construction of two por
tions of the road: a 13-km Northern Corridor that 
will be the first stretch of an eventual highway "ring" 
around Panama City, and a 16-km section of the new 
expressway linking the capital with Colón. The corri
dor, which will connect the Balboa port area with the 
western and northern sectors of the city, is designed 
to alleviate traffic congestion and remove spillover into 
residential areas. The trans-isthmus expressway is vi
tal to the economy because it will facilitate the trans
port of goods between Panama City and the rest of 
the country, and improve access to the canal free trade 
zone from important commercial ports on the Atlan
tic coast. Both roads will be modern four-lane high
ways with a center divider. 

The financing makes use of an A/B loan arrange
ment whereby "B" loans are syndicated to other fi
nancial institutions. It is the first loan approved for 
Panama from the IDB's private sector window. 

Strengthening and Modernization of Economic 
and Fiscal Management 
(SI 1.2 million loan from the OC) 

established to support development of effective national 
economic policies. Training, equipment, technical as
sistance and consulting services will be provided to 
upgrade and modernize public sector capacity in pub
lic debt management, budgeting and investment, tax 
collection, and customs administration. Reforms in the 
legal, judicial and regulatory framework will support 
improvements in financial administration. 

Pilot Project for a Demand-Based Employment 
and Training System 
($2.69 million MIF grant) 

The project will help modernize the system of job 
training and the creation of employment opportunities 
in Panama, thereby increasing work force competitive
ness and employment opportunities. The project's re
sources will enable the Ministry of Labor and Social 
Welfare to develop a consensus among the public and 
private sectors on new training policies and programs, 
formulate reform proposals, and stimulate the creation 
of a training industry. In addition, there are two pilot 
projects built into the program: an enterprise-based 
training pilot will be tested in 300 firms and aimed at 
upgrading the productivity of 75 percent of their 
workforce; and a youth training pilot will prepare 2,000 
low-income youth to enter the job market. 

Strengthening of the Securities Commission 
(S2.06 million MIF grant) 

This program will support Panama's structural reform 
process by strengthening and expanding macroeco
nomic and fiscal management capacity in the public 
sector. 

Part of the governments strategy to stimulate eco
nomic growth in recent years has been to reduce struc
tural constraints in the public sector, remove unnec
essary regulations, and create incentives for private 
investment. This program will bolster those efforts by 
modernizing and improving coordination among the 
institutions in charge of financial administration, mac
roeconomic and fiscal planning, and tax administra
tion. The beneficiary institutions include the Minis
try of Planning and Economic Policy, the Ministry of 
Finance and Treasury, and the Office of the Comp
troller General of the Republic. 

A Macroeconomic Analysis Department will be 

The objective of the operation is to strengthen the Se
curities Commission, the country's principal regula
tory agency for monitoring compliance, safeguarding 
competition, and averting abuse by companies with 
market power. 

MIF resources will be used to develop the Com
mission and strengthen securities market regulation and 
oversight, with the following aims: developing and 
implementing the new organizational structure, man
aging human resources, setting in place a professional 
development program, instituting systems manage
ment, developing regulations, overseeing the operations 
of brokers and dealers, supervising investment funds 
and fund administrators and supervising markets. 
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Expansion of Small and Microenterprise 
Financing 
($2.0 million MIF equity, $250,000 MIF grant) 

The general objective of this project is to increase the 
access to credit of the micro and small enterprise sec
tor in Panama by supporting the expansion of Multi 
Credit Bank's micro and small enterprise lending ac
tivities. With this project, the MIF will complement 
IDB's activities in Panama by supporting a formal fi
nancial institution currently funding micro and small 
enterprises. 

This operation will have a significant demon
stration effect as it is aimed to strengthen and increase 
the lending activities of the only Panamanian com
mercial bank currently lending to the country's micro 
and small enterprises. MIF's long-term funds will play 
a crucial role in helping Multi Credit Bank to close 
the gap between its funding and lending maturities, 
thus allowing it to channel more resources to the mi
cro and small enterprise sector and increase the num
ber of medium and long-term loans for fixed assets. 

Agribusiness Support Services 
($1.4 million MIF grant) 

The purpose of the project is to provide small and 
medium-size agro-entrepreneurs access to a variety 
of entrepreneurial support services and information 
on domestic and international markets in order to 
increase high-quality private sector investments in all 
areas of the agribusiness system (inputs, production, 
processing, storage, transportation, and distribution). 
Access to these services by small and medium-sized 
producers and exporters will lead to higher, productiv
ity, competitiveness, export revenue, domestic food 
availability, and employment. These services are also 
expected to help Panamanian small producers to gain 
access to financial resources and form linkages with 
strategic partners in markets abroad. The project will 
strengthen a national federation of agribusiness asso
ciations (UNPAP), which represents the entire spectrum 
of commodity groups, to enable it to provide technical 
assistance and training services on a financially sus
tainable basis directly or through member associations. 

PARAGUAY 

The Bank has made 89 loans totaling $1,421 mil
lion to Paraguay. Cumulative disbursements to
taled $937 million. 

Primary Health Care Reform 
($39 million loan from the OC, with an interest rate subsidy from 

the IFF) 

Reforms initiated by this program will lead to a more 
efficient and equitable primary health care system ca
pable of reducing maternal and perinatal mortality, 
one of the country's main health problems. 

Maternal and infant mortality rates in Paraguay 
are high relative to other Latin American countries, 
particularly among the sizeable rural population. By 
increasing primary health coverage and improving the 
quality of care, this program aims to ensure that a 
basic package of health services will be available to all 
mothers and children. 

Infrastructure and equipment will be upgraded 
at five regional hospitals and 24 health centers na
tionwide in order to create a network of high-perform
ing maternal and child health care facilities. The pro
gram will also finance training for health care 
personnel, improvements in procurement, and dis
tribution systems for medicine and other inputs. 

To improve coordination among public and pri
vate providers as well as the social security system, 
the program looks to strengthen the regulatory and 
policy role of the Ministry of Health and improve pa
tient referral systems. 

Global Microenterprise Credit (Phase II) 
(S20 million loan from the OC and $2.2 million TC from the FSO) 

By facilitating access to credit at market rates for mi
croentrepreneurs and institutionalizing lending to 
them by the formal financial sector, this program wifl 
support development of the productive and business 
capacity of Paraguay's large microenterprise sector. 

The microenterprise sector—the principal source 
of employment in Paraguay—includes the self-em
ployed, unremunerated family help and wage earners 
and operators in companies with up to ten employ
ees. These firms employ some 41 percent of the 
country's economically active population. 
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Credit provided under Phase I of this program, 
which ended in 1996, lifted microenterprise sales by 
20 percent and created over 7,500 jobs. Phase II will 
finance an estimated 12,000 new loans through in
termediary institutions nationwide to microentrepre
neurs for use as working capital or for the purchase of 
fixed assets. Participation by women will be particu
larly encouraged, since they represent a significant pro
portion of the nation's mi
croentrepreneurs, both in the 
urban informal sector and in 
family farming. 

Technical assistance 
will focus on eliminating in
stitutional and regulatory 
obstacles that impede mi
croentrepreneurs' access to 
credit. Consultants will work 
with participating financial 
institutions to enhance their 
lending capacity and finan
cial services by lowering op
erating costs and improving 
loan risk analysis. The pro
gram also looks to broaden 
the range of eligible interme
diaries and to promote sav
ings and new facilities for fi
nancing, such as leasing and 
the use of credit cards. 

Strengthening National 
Statistics Services 
(Si million TC grant from the FSO) 

This program will support 
more effective economic 
analysis and policy formula
tion by improving the record
ing, compiling and process
ing of statistics relating to 
national accounts and the balance of payments. 

Economic policy design, implementation and 
monitoring require an efficient national statistics sys
tem with adequate coverage. This program will en
able policymakers to ascertain the state of the country's 
economy more quickly and precisely and will facili
tate government decision-making. 

YBYBY, PARAGUAY. Women process cassava grown by 
their husbands into flour to bolster farm family in
come. A $1.4 million IDB grant in 1992, channeled 
through local NGOs, financed training, day care cen
ters and productive activities for women. 

The program will finance studies, technical as
sistance, consulting services and computer equipment 
for the Central Bank, the principal agency responsible 
for economic statistics. Improvements in the national 
accounts will focus on refining the summary statistics 
system and bolstering its macroeconomic reporting 
capabilities. Balance of payments activities will look 
to quantify and record current account items with a 

large percentage of unre
corded transactions, and 
analyze the impact of integra
tion on Paraguay's economy. 
The program will also fi
nance design and implemen
tation of a computerized sta
tistic information system in 
order to bolster coordination 
between government agen
cies in the collection, pro
duction and exchange of 
data. 

Support for the La 
Norteña Ycuamandyyu 
Agricultural and Indus
trial Production 
Cooperative 
($500,000 SP loan and $230,000 
grant from the FSO) 

Over two-thirds of Paraguay
ans who live in poverty re
side in rural areas, so improv
ing farming conditions is key 
to helping the country's poor. 
This program will improve 
and diversify small farm pro
duction, strengthen market
ing and upgrade storage fa
cilities for one of the larger 
agricultural cooperatives in 

the northern department of San Pedro. 
Established in 1973, the La Norteña Ycuamandyyu 

today runs a credit union and a co-op store, provides 
transport and marketing of farm production and ex
port of nontradittonal goods, and offers technical as
sistance and training. The program will finance in
vestments in silo and warehouse facilities, vehicles and 



THE YEAR'S LENDING 73 

machinery in order to improve storage, processing and 
marketing of products, particularly cedrón, corn, yerba 
mate and balanced feed. Training will be provided in 
management of the new facilities. Technical assistance 
will focus on strengthening cooperative production 
and marketing capacity and providing extension ser
vices to small farmers. The program will directly ben
efit some 600 low-income families and includes spe
cial production and job training components for 
women, who make up a third of co-op membership. 

Strengthening of the Office of the Banking 
Superintendent 
($1.2 million MIF grant) 

The overall goal of the program is to create a more 
stable and reliable financial system as a basis for greater 
private sector growth. The resources will assist the 
Office of the Banking Superintendent in developing a 
more modern regulatory framework for banks, finance 
companies and other credit institutions, as well as 
training and upgrading its technical staff. In addition, 
auditing and evaluation by the Superintendency will 
be enhanced by new computerized systems. 

Rural Youth Training Program 
($1.26 million MIF grant) 

The program is designed to promote the integration 
of rural youth into productive activities through the 
design of demand-oriented non-formal training 
courses, the strengthening of nongovernmental train
ing institutions and the creation of an information and 
communication network in ten centers across the 
country. 

This program will improve the technical and life 
skills of rural youth and promote the utilization of 
improved practices relevant to the productive agri
cultural sector. The training institutions will also ben
efit by strengthening their internal capacity to com
pete for national and international resources, thus 
enhancing the prospects for their sustainability. 

PERU 

The Bank has made 141 loans totaling $4,180 mil
lion to Peru. Cumulative disbursements totaled 
$3,310 million. 

El Niño Emergency Program 
(SI50 million loan from the OC) 

This program aims to prevent or mitigate anticipated 
damage to infrastructure and services by the El Niño 
climatic phenomenon, which historically has caused 
flooding in the northern part of the country and 
drought in the southern Andean region. 

El Niño is a series of oceanic and atmospheric 
disruptions that cause a warming of the surface wa
ters off South America's Pacific coast. While climatic 
changes caused by the phenomenon are worldwide, 
Peru has been particularly hard hit. The El Niño of 
1982-83 caused 223 deaths, $456 million in infra
structure losses, and the destruction of 8,500 dwell
ings. The economic sectors most adversely affected 
were fisheries, agriculture, manufacturing and trans
portation. 

Up to $30 million of the loan will go for retroac
tive financing of preventive works—such as drainage 
facilities, irrigation and reinforcement of bridges— 
which have been carried out since the Peruvian gov
ernment declared a state of emergency in June 1997. 
The rest of the loan will be used for humanitarian 
disaster aid, repairs to transportation, health and sani
tation facilities, and clean up activities, that could re
sult from the effect of El Niño. Since over half the 11 
million people living in emergency areas are classi
fied as poor, project activities are expected to have a 
positive long-term effect on socioeconomic develop
ment in the 14 departments affected. 

Agricultural Health Development 
(S45.6 mi/lion loan from the OC) 

This project will support increased agricultural pro
ductivity and exports by implementing pest and dis
ease control and eradication programs and strength
ening agricultural health services. 

Agriculture is critical to the Peruvian economy, 
employing over a third of the workforce and account
ing for 8 percent of GDP However, productivity has 
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been hampered in part by low levels of investment in 
animal and plant research and control. It is estimated 
that pests and disease could be causing losses amount
ing to as much as 35 percent of national output. 

Program targets include reducing fruitfly dam
age by 50 percent by maintaining fruitfly-free areas in 
25 valleys in Peru's coastal region. A detection and 
control system will be set up and some 42,000 grow
ers organized and trained in comprehensive pest man
agement. Control programs will also cover foot-and-
mouth disease, tuberculosis and brucellosis, and 
scabies. Biological control of pests will be promoted 
for economically important crops in order to reduce 
control costs and environmental damage. 

An institutional strengthening component will 
support restructuring of the National Agricultural 
Health Service by establishing regional health services, 
promoting private sector involvement, and providing 
training and technical advisory services. The program 
also will finance improved agricultural health surveil
lance, upgrading of two laboratories, and establish
ment of a plant and livestock quarantine system. 

Improving Access to the Justice System 
($20 million loan from the OC) 

This program will expand judicial coverage and im
prove the quality of legal services for the estimated 
7.3 million Peruvians who lack adequate access to the 
justice system. 

Peru has 22,000 citizens for every one magis
trate or special judge, more than double the propor
tion of people per judge than in the industrialized 
world. In the country's periurban, highland and jungle 
areas, recourse to legal proceedings often means miss
ing several days of work and incurring expensive trans
portation costs. 

This program will finance construction and 
equipping of 83 basic justice centers to provide trial 
and appellate court services for nearly a third of the 
country's population. Establishing the centers will 
enable the judicial system to resolve 250,000 more 
cases each year, sufficient to clear up a current back
log, and will reduce by 50 percent the time it takes to 
reach the court from any town in the districts served. 

The centers will be equipped with computer
ized information systems and will be designed to serve 
litigants in their native languages. Training will be 

provided to the complement of legal officials needed 
to operate the centers, including judges, prosecutors, 
public defenders, medical examiners and administra
tive staff. The program also will train lay magistrates 
on gender and children's issues and promote career 
opportunities for women in the judicial system. 

Strengthening the National Tax Administration 
Service (Phase III) 
($2.7 million TC loan from the OC) 

This program will make the Peruvian tax system more 
equitable by developing integrated auditing proce
dures applicable to all taxpayers and an electronic tax 
payment system that facilitates compliance. 

The National Tax Administrat ion Service 
(SUNAT)— a decentralized public agency created in 
1991 to administer, apply, audit and collect the nation's 
domestic taxes—has played a key role in improving 
Peru's tax system. Two previous IDB grants to SUNAT 
helped improve the efficiency and effectiveness of tax 
management and administration. By the end of 1996 
the tax ratio increased from 6 percent to 14.2 percent 
and sharp declines were reported in sales tax evasion. 
However, while large taxpayer payment and audit sys
tems are among the most advanced in the region, tax 
enforcement among small and medium-sized taxpay
ers still needs improvement: only a quarter of these 
taxpayers who are registered paid their taxes in 1996. 

This program will improve SUNAT's operational 
efficiency by developing an automated auditing sys
tem that provides the concise, timely and condensed 
information auditors need in order to use auditing 
techniques customized to different categories of tax
payers. The program will provide training, develop 
audit methods for computerized accounting, and in
stall a state-of-the-art electronic payment system to 
help taxpayers file returns. Technical support in the 
form of consultancies and project oversight will be 
provided by the Inter-American Center for Tax Ad
ministration (CIAT). 

National Customs Administration Quality 
Assurance System 
($750,000 TC loan from the OC) 

Peru's National Customs Administration is an autono
mous government agency with independent admin-
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istrative, economic, budgetary, financial and techni
cal resources. Technical assistance and training pro
vided by this project will assure that internationally-
acclaimed improvements in the agency's performance 
in recent years are maintained and expanded. 

Customs revenues in Peru have grown at nearly 
double the rate of increases in the value of imports since 
modernization of services began in 1991, with support 
from the IDB. Streamlined and automated customs op
erating and administrative 
procedures and establish
ment of a nationwide on-line 
customs management system 
have increased collections, 
sped up customs formalities, 
and ensured fair treatment of 
service users. The World Cus
toms Organization, the lead
ing international authority on 
customs issues, has pointed 
to the Peruvian reforms as a 
model for modernization ef
forts worldwide. 

This project will build 
on previous reforms by de
signing and implementing a 
Quality Assurance System to 
ensure that services will be 
provided by Peruvian Cus
toms at the current high level 
of quality all the time to all 
customers. System coverage 
will include imports and ex
ports for final consumption, 
temporary imports, draw
backs, and applications for 
refunds of overpayments of 
customs duties. Training will 
be provided to managers and 
employees who will implement the improvement mea 
sures. 

Modernization of Government Auditing 
Systems 
($500,000 TC grant from the FSO) 

ditor General's Office, providing training and improv
ing information systems. 

The Auditor General's Office (CGR) is an autono
mous government agency responsible for assuring that 
public resources are collected and used efficiently and 
transparently. The agency supervises the legality of 
budgeting, public debt and management of resources 
by institutions under its control. Despite a number of 
reforms since 1993, the effectiveness of the CGR could 

be improved by strengthen
ing its services outside of 
Lima, improving staff skills 
and updating computer sys
tems. 

This program will 
strengthen the seven regional 
CGR offices by developing a 
decentralization action plan 
and purchasing equipment, 
principally for three offices 
determined to be most in 
need, in Moyobamba, Cusco 
and Iquitos. Eighty auditors 
from the regional offices will 
receive training, and the 
CGR's National School for 
Auditors will be strength
ened in order to establish a 
long-term training program. 

LIMA, PERU. Taxpayer assistance offered at one of 
seven plazas in Lima. Since the IDB began financing 
modernization of Peru's tax system in 1991, the num
ber of tax returns filed yearly has increased sixfold and 
tax revenues have tripled. A $2.7 million IDB loan in 
1997 is financing the third stage of the program. 

Strengthening of Market 
Economy Regulations 
($1.4 million MIF grant) 

The purpose of the program 
is to support improvements 
in mechanisms for regulating 
the market economy in Peru. 
It will also strengthen the in

stitutional capacity of the National Institute for Safe
guarding Competition and Protecting Intellectual 
property to promote and protect competition and in
tellectual property at the national level. 

This program will promote more efficient use of pub
lic resources by supporting decentralization of the Au-
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Strengthening of the Transport Concession 
System 
($1.3 million MIF grant) 

This project is designed to support efforts by the Pe
ruvian government to develop a concession system 
for public works and to get the private sector involved 
in the provision, operation, and maintenance of trans
portation infrastructure. The program will focus in 
particular on the building and maintenance of pri
vate-sector participation in highways under a conces
sion system. To this end, resources will be used to 
review the existing legal and regulatory framework; 
establish the legal structure, functional layout and 
operating procedures for the system's regulatory 
agency; perform technical studies; draw up bidding 
documents; and promote the concession program. 

SURINAME 

The Bank has made 5 loans totaling $17.1 million 
to Suriname. Cumulative disbursements totaled 
$16.7 million. 

Tax Administration Office Support 
($1.83 million TC grant from the FSO) 

This program will increase government revenues by 
expanding the tax base, reducing evasion and mak
ing tax administration more efficient. 

Tax revenues increased in Suriname from f f 
percent of GDP in 1994 to 18.1 percent in 1996, in 
part due to tax administration reforms supported by 
the IDB that introduced a self-assessment income tax 
system, and implemented an automated information 
system. However, Suriname still has an unnecessarily 
large number of low revenue taxes, inconsistencies in 
tax legislation, and conflicting collection systems. 

This program will address those issues by pro
viding consultancies and technical assistance to de
velop a proposal for the National Assembly to sim
plify and improve the tax system and harmonize tax 
legislation with that of other CARICOM countries. The 
tax base will be expanded by enrolling larger num
bers of economically significant taxpayers. The orga
nizational structure of the Office of Tax Administra
tion will be streamlined, and coverage and producthity 

of auditing activities enhanced by employing auto
mated procedures that identify taxpayers who fail to 
file returns or are in arrears. 

TRINIDAD AND TOBAGO 

The Bank has made 31 loans totaling $907 million 
to Trinidad and Tobago. Cumulative disbursements 
totaled $501 million. 

During 1997, Bank staff worked with government 
authorities on the modalities to accelerate implemen
tation and to achieve the developmental goals for on
going loans, MIF projects, and TC operations. 

Other Bank activities included a high-level policy 
discussion with the Cabinet and senior government 
officials led by the Bank's Chief Economist, the prepa
ration of an assessment of developmental issues in 
the country, and the financing of a stakeholder's meet
ing to discuss labor issues and policy options in 
Trinidad and Tobago. 

URUGUAY 

The Bank has made 95 loans totaling $1,981 mil
lion to Uruguay. Cumulative disbursements totaled 
$1,237 million. 

Integration Corridors and Primary Road 
Improvement Program 
($123 million loan from the OC) 

This program will improve the structural capacity of 
highways and bridges to meet MERCOSUR standards, 
boosting exports and ensuring safer travel conditions. 
It also will support more efficient highway mainte
nance and management by strengthening public sec
tor transportation agencies and promoting private sec
tor involvement. 

The opening of the Uruguayan economy, par
ticularly through increased trade with its MERCOSUR 
neighbors, has placed new demands on the country's 
transportation infrastructure. Uruguay has one of the 
most extensive highway systems in South America, 
and close to 90 percent of goods entering or leaving 
the country are transported by truck. But portions of 
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the aging system cannot support increasing traffic vol
ume or the weight of heavier trucks. 

This program will repave, widen or realign 520 
km of primary national highways and reinforce or re
place 26 bridges that serve as international freight 
transportation corridors. Under a four-year pilot pro
gram aimed at making highway management more 
efficient, repairs and maintenance of an additional 360 
kms of roads close to the metropolitan Montevideo 
area will be contracted out to the private sector. 

Central Government Restructuring and 
Modernization 
($105 million loan from the OC and a $10 million TC loan) 

This fast-disbursing 
sector loan will sup
port policy reforms to 
make the public sector 
more efficient by re
structuring a range of 
state functions, stream
lining regulations, re
ducing transaction costs 
for businesses and citi
zens, and reforming 
personnel and fiscal 
administration. 

Rationalizing pu
blic spending and bal
ancing the budget are 
essential to Uruguay's 
strategy to better posi
tion itself within 
MERCOSUR and the 
global economy by 
boosting the competitiveness of its products. Release 
of each tranche of this loan will depend on compli
ance with specific goals: (i) modernization of the Cen
tral Administration; (ii) training of public sector em
ployees affected by the reform process, in order to 
facilitate reentering the labor market; (iii) modern
ization of the public finances administration system; 
(iv) revision and simplification of the regulatory frame
work as it relates to prices and rates of the Central 
Administration; and (v) strengthening of the relation
ship between the State and its constituencies. 

The program also calls for a reduction of public 

LAS BRUJAS, URUGUAY. The research center of the National Insti
tute for Agricultural Research (INIA) in Las Brujas has helped Uru
guay develop export markets for sweet onions, strawberries, lettuce 
and radishes. A $19.3 million IDB loan in 1987 financed expansion 
and equipment for this and four other INIA research centers. 

sector operating units across all ministries through in
stitutional restructuring, outsourcing, privatization 
and changes in the personnel management system. 
To help reach these targets, the program will finance 
consulting services and equipment for public sector 
restructuring, alternatives for delivery of goods and 
services, and institutional, technological and opera
tional reform of public finances. 

Municipal Development Program III 
($54.6 million loan from the OC) 

This program will improve living conditions in the 
Uruguayan interior by financing municipal works and 

services and improving 
the efficiency of the 
country's 18 depart
mental governments. 

Nearly a third of 
the population in the 
interior lives in house
holds with unmet basic 
needs. This program 
will reduce the number 
of those households by 
20 percent by financing 
water and sanitation, 
transportation, drain
age and other public 
works and services. An 
estimated 350,000 
people will benefit. 

The program will 
also strengthen the 
technical, financial and 
management capabili

ties of departmental governments through training, 
implementation of modern administrative and finan
cial management systems, and support for intermu
nicipal cooperation. IDB loans for the first two phases 
of this program totaled $90 million, financing hun
dreds of public works projects as well as improve
ments in departmental financial management. 

Farm Modernization and Development 
($32 million loan from the OC) 

This program aims to increase the competitiveness of 
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agricultural exports by upgrading the technology used 
in production and improving marketing and quality 
control. 

Agricultural sector growth averaged 5.7 percent 
from 1994 to 1996, far outstripping growth of the 
economy as a whole and accounting for 80 percent of 
Uruguay's exports. However, because most producers 
and operators are small or medium-sized enterprises, 
the sector's export potential could be expanded 
through more efficient production technology and 
better coordination between production, processing 
and marketing. 

This program will introduce genetically improved 
plant varieties tailored to external demand and pro
vide technical assistance and training in new farming 
technology, agroprocessing industries and business 
administration. A regulatory framework will be devel
oped to govern product and processing standards and 
assure their compatibility with MERCOSUR standards. 
A seed capital fund will be established to attract private 
investment for processing or other industrial operations 
that improve post-harvest handling and marketing. 
Finally, the program will finance marketing efforts 
abroad and help beneficiaries take advantage of trade 
opportunities in foreign markets. 

The program is expected to benefit some 4,500 
producers and agroindustrial, marketing and export 
services operators. Once the various activities achieve 
their full impact, the program is expected to generate 
up to $100 million per year in additional exports and 
create between 2,000 and 3,000 jobs. 

Montevideo-Punta del Este Toll Road 
($12 million loan from the OC, with a "B" loan of $13 million) 

This project will consolidate virtually the entire 
highway system from Punta del Este to the Uruguayan 
capital into a four-lane highway, reducing travel time 
and vehicle operating costs, and improving safety. Ac
cess roads to the highway system will also be up
graded. 

The financing will be extended to Consorcio del 
Este, a special purpose company, marking the first loan 
for Uruguay from the Bank's private sector window. 
Under the syndicated "B" loan, funds will be provided 
by commercial banks under participation agreements 
with the IDB. The Bank's participation helps to en
sure a concession contract with acceptable terms and 
conditions eligible for international financing. 

Strengthening of the Training Market 
($2.2 million MIF grant) 

The: program is designed to bring about greater effi
ciency in the provision of training services in the coun
try through a series of activities geared to promote 
the development of a training market. The program's 
resources will finance the preparation of a proposal 
for a national labor skills system, the consolidation of 
an information system to create a central registry of 
training institutions, and the foundation of a regula
tory framework to ensure the quality of training ser
vices. In addition, resources have been assigned to 
two leading institutions to design and implement a 
training-of-trainers component, and to promote 
greater coordination with the private sector. A series 
of national workshops will be organized to dissemi
nate information about the programs results and share 
experiences with other institutions. 

This project will finance construction, operation and 
maintenance of a 132-km coastal highway linking 
Montevideo to Punta del Este. The toll road will be 
the first highway concession granted by the Govern
ment of Uruguay to the private sector. 

The peninsula beach resort of Punta del Este re
ceives over a third of all tourists to Uruguay and is 
one of the major vacation destinations in South 
America. Tourism arrivals have increased by 10 per
cent annually in recent years and are expected to reach 
1 million people by the year 2000. Eighty percent of 
tourists arrive by car, but the existing highway is in
adequate to handle the present traffic flow. 

Strengthening the Transport Concession 
System 
($1.48 million MIF grant) 

The general purpose of this program is to help attract 
increased private investment in infrastructure. The 
specific objective is to improve and promote Uruguay's 
public works and services concession system by 
strengthening the laws and regulations governing it, 
as well as the organization, methods and environmen
tal and promotional activities of the institutions in
volved. 

The program will help to develop a permanent 



THE YEAR'S LENDING 79 

institutional and organizational structure for devel
oping the concessions system in accordance with in
ternational standards, and will strengthen the Office 
of Planning and Budget's coordinating role, develop
ing legal and methodological tools, and training tech
nical staff. 

Program to Improve the Competitiveness of 
Small Farming Enterprises 
($1.3 million MIF grant) 

The aim of the program is to help improve the com
petitiveness of small farming enterprises so that they 
can increase sales of their products in external and 
regional markets. The program proposes to expand, 
strengthen and organize training and technical assis
tance activities currently being carried out by agricul
tural associations in response to their members' needs, 
especially in the field of business management. End 
beneficiaries are small agricultural producers who 
manage production operations on a scale sufficient to 
provide potential for improving their competitiveness. 

VENEZUELA 

The Bank has made 66 loans totaling $3,495 mil
lion to Venezuela. Cumulative disbursements to
taled $1,944 million. 

Modernization and Rehabilitation of Water and 
Sanitation 
($30 million loan from the OC) 

This project aims to improve the efficiency of water 
and sanitation services by establishing new sector-wide 
legal and institutional structures, creating an autono
mous regulatory agency at the central level, provid
ing technical assistance to states willing to establish 
their own water companies, and upgrading service in 
the state of Lara. 

Recent progress in reforming Venezuela's water 
and sanitation sector has contributed to improving 
the administrative autonomy and financial sustainabil
ity of service providers to effectively plan, operate and 
maintain the systems. This project supports efforts to 
shift the government's role from provider to regulator 
of services in order to improve efficiency. 

Improvements in the state of Lara will upgrade 
service for over one million customers. The project 
also will establish rate setting, billing and collection 
systems, install meters, and incorporate some 81,000 
unregistered hook-ups into the system. Unmetered 
water usage is expected to be reduced by over 40 per
cent. To improve financial and operational sustain
ability, a firm will be hired under a management con
tract to provide administrative expertise for the 
Hidrolara Water Company. 

Civil Society Support 
($12 million loan from the OC) 

This pilot program seeks to develop partnerships be
tween the public and private sectors to fund projects 
by civil society organizations (CSOs) that target poor 
people without access to government social services. 

Budget constraints and rising poverty have lim
ited the government's ability in recent years to deliver 
basic social services in such areas as education, health 
care, nutrition and employment. To combat this prob
lem, the government introduced social programs that 
targeted the marginalized segments of the population 
and are carried out by civil society organizations with 
the flexibility and experience to work effectively with 
those most in need. Civil society organizations in Ven
ezuela number in the thousands and include busi
ness and philanthropic foundations, nongovernmen
tal organizations, CSO networks and community 
groups. 

This program wifl build on the government's 
strategy by including the private sector in a partner
ship with the government and CSOs in funding and 
managing social projects, and by strengthening the 
technical and organizational capacity of civil society 
organizations to implement those projects. A presi-
dentially appointed Commission made up of repre
sentatives of the public and private sector and civil 
society representatives will provide policy direction 
for the program, and will be responsible for securing 
additional funding. The Commission will also be re
sponsible for approving the projects to be financed 
under the program. Projects run by the CSOs will in
clude job training, family support services, preschool, 
elementary, adult and indigenous community educa
tion initiatives, and primar)' health care and health 
education. 
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Support for the National Youth Orchestra and 
Choir System 
($8 million loan from the OC) 

This program will support the artistic and intellectual 
development of underprivileged children by expand
ing music programs and facilities. 

The Venezuelan Youth Orchestra and Choir Sys
tem began in 1975 and now 
includes 60 centers across the 
country serving some 57,000 
children and adolescents. The 
program, targets low-income 
areas and is part of a youth 
training and advocacy policy 
of the Ministry of Family Ser
vices. Studies suggest that the 
system not only develops mu
sical skills effectively but also 
improves participants' overall 
academic performance. 

This program will fi
nance construction of the 
Centro de Acción Social por la 
Música, a facility that will 
serve as the system head
quarters in Caracas and in
clude a public auditorium for 
performances, rooms for in
dividual instruction and re
hearsals, and a new training 
center to expand coverage to 
poor areas in the capital. The 
program will also strengthen 
fundraising activities, sys
tematize teaching methods, 
purchase musical instru
ments to equip 20 orches
tras, and upgrade seven re
gional music training centers. 

well as the unemployed. Four one-stop service cen
ters will be created to provide information and refer
rals to service providers offering training and facili
tating reentry into the labor market. Training vouchers 
that can be used to pay part of the cost of the courses 
will enable recipients to select a training institution of 
their choice. This will reduce transaction costs for us
ers and avoid duplicating the national network of em

ployment services. 

Strengthening of 
Regulatory Functions 
($579,000 MIF grant) 

Job Referral and Assis
tance Centers 
Demonstration Program 
($500,000 MIF grant) 

VALENCIA, VENEZUELA. Workers install part of a 72-
km water supply line that runs from the pumping sta
tion and water treatment plant on the Pao River to the 
cities of Valencia and Maracay. Financed by a $153.4 
million IDB loan, the project is increasing the potable 
water supply to Venezuela's growing central region, 
which includes the Lake Valencia basin and metropoli
tan Caracas. By the year 2000, the region is expected 
to have a population of 3.5 million. 

This project will strengthen 
the capacity of the Superin
tendency for the Promotion 
and Protection of Free Com
petition to monitor compli
ance with laws governing 
competitive business prac
tices. The project will iden
tify priority areas where com-
petitive conditions need 
improvement, upgrade the 
quality of sector and market 
analysis, and improve infor
mation systems that provide 
data and analysis of the in
dustrial sector. 

REGIONAL 

The Bank has made 58 re
gional loans totaling 
$2,770 million. Cumula
tive disbursements totaled 
$1,707 million. 

Inter-American 
Investment Corporation 
Multisector Global 
Credit 
($300 million loan from the OC) 

The purpose of the program is to demonstrate a sys
tem for serving new entrants to the labor market as 

This credit program for the region's small and me
dium-sized businesses will be carried out by the In-
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ter-American Investment Corporation (IIC), an au
tonomous affiliate of the Bank that promotes devel
opment of private enterprise. 

Growth of small and medium-sized businesses 
expands a country's entrepreneurial base, transfers 
technology, promotes domestic savings, and has been 
found to generate more employment than an)' other 
sector. Yet these companies often have difficulty ob
taining financing on reasonable terms and conditions. 

This program would fund direct loans and lines 
of credit to financial intermediaries without govern
ment guarantee. Funds would in turn be onlent to 
create new businesses and to expand, restructure or 
privatize existing firms. The IIC estimates that projects 
in its future active portfolio, which would be financed 
or partially financed under this program, will create 
100,000 jobs and generate annual export revenues of 
over $1 billion. 

By providing comfort to commercial lenders and 
encouraging private lenders to provide the IIC with 
resources at attractive rates, the program also will 
strengthen the Corporation's role as a source and cata
lyst for private sector resources for the region. Al
though the IDB loan cannot be used for equity invest
ment, the loan will free more of the IIC's own resources 
for that purpose. 

Bolivia-Brazil Gas Pipeline 
(S240 million loan from the OC, with cofinancing from the World 

Bank, Export-Import Bank of Japan, Andean Development Corpo

ration and the European Investment Bank) 

This project will support regional energy integration, 
facilitate expansion ol the natural gas industry in Bo
livia, and provide an efficient and environmentally safe 
energy source to meet growing demand in Brazil. 

Despite its competitiveness with other forms of 
energy, natural gas accounts for only 2.4 percent of 
Brazilian energy consumption. Brazil's own proven gas 
reserves are relatively small and it has limited access 
to more substantive gas fields in the region. 

This project will finance portions of a 3,146 km 
gas pipeline between Rio Grande in Bolivia and Porto 
Alegre in Brazil, serving seven states in southern and 
central Brazil that account for 75 percent of GDP For 
Bolivia, the new market is expected to increase gas 
exports by as much as $300 million a year. 

With a diameter ranging between 16 and 32 

inches, the pipeline is expected to carry 18 Mm5 of 
gas per day by the year 2006. Project goals include 
increasing the gas share in Brazil's energy market to 
12 percent by 2010, and reducing total sulfur oxides 
and particle emissions from high sulfur fuel oil by as 
much as 40 percent in metropolitan areas such as São 
Paulo. 

The project will be the first commercial venture 
with private participation in Brazil's gas sector. The 
pipeline will be built and operated by a company es
tablished by Petrobrás, the national energy agency, 
with minority private participation, and by Gas 
Transboliviana, a privately-owned Bolivian firm. 

Central American Electric Interconnection 
System 
($170.6 million loan the OC, $9.9 million TC loan from the OC, 

and $70 million from the Spanish Quincentcnnial Fund) 

This project gives decisive impetus to the electrical 
integration of Central America by financing the infra
structure necessary to ensure reliable and economical 
operation of a regional electric grid. 

The interconnection system represents one of the 
most ambitious regional integration projects ever sup
ported by the Bank. Interconnected electric power is 
expected to lead to savings in operating and expansion 
costs, as well as to development of a regional energy 
market of 35 million people that will attract additional 
investments to further expand generating capacity. The 
participating countries are Costa Rica, El Salvador, 
Guatemala, Honduras, Nicaragua and Panama. 

The project will install 1,802 km of transmis
sion lines and connect transformer stations from 
Panama to Guatemala. At the same time, participat
ing countries will carry out works to upgrade their 
national grids. To support coordinated operation of 
national systems, technical cooperation financing will 
be used to establish regional agencies and to develop 
the legal, institutional and logistic mechanisms that 
promote private sector participation. 

Credit Program for the Central American Bank 
for Economic Integration 
($100 million loan from the OC) 

This program will finance a multisector credit pro
gram for the private sector and support reforms of 
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the Central American Bank for Economic Integration 
(BCIE) that will improve its access to international 
capital markets. 

As the Central American economies improve, 
growing private sector demand for medium and long-
term financing cannot be met solely by central banks 
or official development institutions, nor through short-
term commercial bank financing. By providing credit 
through financial intermediaries and supporting a re
vamped BCIE geared more toward private sector fi
nance, this program looks to strengthen access to fi
nancing for businesses throughout Central America. 

BCIE is a multilateral financing institution es
tablished in 1960 to foster economic integration and 
balanced economic and social development in Cen
tral America. In the last five years, BCIE has estab
lished a number of financial policies directed toward 
bringing the bank up to the levels of capital adequacy, 
liquidity asset quality and earnings necessary to sup
port a senior grade credit rating. 

This program will support BCIE's efforts to com
ply with Standard & Poor recommendations to im
prove its issuer credit rating, including amending the 
BCIE charter to give nonregional members more 
decisionmaking power, consolidating the bank's fi
nances, improving risk-asset management, reducing 
member country debt levels to BCIE, and establish
ing new procedures and programming systems. 

Technology Program for Agriculture and 
Natural Resource Management 
($3,125 million in TC grants from the FSO) 

This regional program continues the Bank's longstand
ing support for agricultural research and development 
by providing grants for projects carried out by two in
ternational research organizations: the International 
Center for Tropical Agriculture (CIAT) and the Center 
for the Improvement of Maize and Wheat (CIMMYT); 
and the Cooperative Program for Technological Devel
opment of Agriculture in the Southern Cone 
(PROCISUR), a subregional research network. The 
projects aim to improve both agricultural competitive
ness and sustainable management of resources through 
research and technological development, technology 
transfer and training. 

Financing for CIAT will support genetic improve
ments in tropical leguminous feed for livestock of small 

dairy farmers in Central America. CIAT will also un
dertake a collaborative effort with other research or
ganizations to identify and evaluate regional agricul
tural research priorities and to develop sorghum 
varieties resistant to acid soils. 

CIMMYT will examine ways to develop hybrid 
and high-yield maize varieties for acid soils. At the 
same time, the project looks to improve the efficiency 
of agricultural research investments in the region by 
analyzing spillover effects and duplication of maize 
and wheat research between countries. Finally, 
PROCISUR will support institutional changes and 
identify strategies and technologies that can increase 
agricultural and agroindustrial competitiveness in the 
context of MERCOSUR, globalization and economic 
liberalization. 

Training for Group C and D Countries 
($2 million TC grant from the FSO) 

This program will provide training in the design and 
implementation of economic and social development 
projects to public officials in 19 of the smaller and 
relatively less developed countries of the region. 

Weaknesses in borrowing country institutions 
have been identified as constraints to effectively car
rying out Bank-financed projects. Training key staff 
of national agencies that manage public investment 
programs can improve both capacity and project sus
tainability. 

This program is designed to complement Bank-
financed programs that support modernization of the 
state in policy-making, institutional reforms and re
view of systems and procedures. Training courses will 
be offered to management professionals in solving 
problems that affect project programming, prepara
tion and execution; clarifying the Bank's economic, 
institutional and financial project analysis require
ments; and promoting action in the Bank's priority 
areas of poverty reduction and social equity, modern
ization of the state, economic integration and the en
vironment. 

The program will also design specialized train
ing modules in financial analysis, microenterprise and 
social service management, and develop national train
ing infrastructure by preparing a core group of pro
fessionals who can carry out training in their home 
countries. 
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Masters in Management and Public Policy 
Scholarship 
($1.85 mi/lion TC grant from the FSO) 

This program will improve the institutional capacity 
of national and subnational governments by provid
ing public management training to civil service pro
fessionals. 

The Masters in Management and Public Policy 
(MMPP) graduate training program was launched by 
the University of Chile in 1994 with support from the 
IDB. The program complements efforts throughout 
the region to modernize the state by training public 
officials in efficient management and administration. 

The Bank will finance 54 MMPP scholarships 
and the University of Chile another 21 partial schol
arships. The program is open to professionals from 
throughout the region, but preference will be given 
to officials from the smaller and less developed coun
tries, those working for subnational government agen
cies, and those working in priority social areas or en
vironmental protection. 

The MMPP program includes 11 mandatory 
courses, plus électives and a dissertation, in such ar
eas as economics and public policy, policy analysis 
and governance, quantitative analysis methods, eth
ics in government, development strategies, and eco
nomic and sociopolitical aspects of the state. 

Support for the Felipe Herrera Foundation 
($1.5 million TC grant from the FSO) 

Felipe Herrera was a prominent founder of the Inter-
American Development Bank and President for its first 
11 years. Following his death in 1996, a nonprofit 
foundation bearing his name was established in 
Santiago, Chile to preserve and continue his intellec
tual legacy. 

This program will support a number ol Foun
dation initiatives designed to enrich the cultural iden
tity of Latin America and the Caribbean and promote 
the political, economic and cultural integration of the 
region. Resources will support the Foundation's inau
gural activities, including publishing a biography, cata
loging Herreras books and papers, and launching a 
fundraising campaign. 

The program will sponsor an annual international 
conference on the link between culture and develop

ment, and support the Felipe Herrera Prize for persons 
who make distinguished contributions in that area. Fi
nally, the program will establish an endowed Felipe 
Herrera Chair at a university in the region. 

Educational Information and Documentation 
Network (Phase II) 
($1.5 million TC grant ¡rom the FSO) 

This program will expand access to education policy 
information by making an array of materials from the 
Latin American Educational Information and Docu
mentation Network (REDUC) available on the Inter
net and CD-ROM. The program will also finance train
ing, seminars and research projects. Founded in 1978, 
REDUC is an educational research network with cen
ters in every country of the region, generally in Min
istries of Education, universities or research centers. 
An earlier IDB financing helped expand and improve 
dissemination of REDUC information. The web site 
and CD-ROM developed under this project will carry 
REDUC information dating to 1986, including ana
lytical education summaries, publications and selected 
studies on education from throughout the region. 
Some 500 researchers in education policy formula
tion and management will be trained on how to ac
cess the information. The program will also finance 
courses for education policy analysts and four educa
tion research projects in different countries. 

Inter-American Applied Macroeconomics 
Program, Phase Three 
($845,000 TC grant from the FSO) 

This program aims to develop the capacity of middle 
and senior professionals in the public sector help de
sign and implement their countries' macroeconomic 
policies. 

The courses will be offered by the Inter-Ameri
can Applied Macroeconomics Program (PIMA) at the 
Economics Institute of the Pontifical Catholic Univer
sity of Chile. With support of two previous IDB grants, 
the PIMA since 1990 has trained a core of highly-
qualified economists who play an increasingly impor
tant role in formulating economic policies in their re
spective countries. 

The program will improve the capacity of par
ticipating professionals to define and introduce pro-
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grams for sustainable and equitable development in a 
context of macroeconomic consistency. Courses run 
up to four semesters and include economic theory 
followed by seminars on macroeconomic and finan
cial planning. Seminar modules will include measure
ment of economic variables and national accounts, 
the real and external sectors, public finances, poverty, 
and monetary theory and policy. 

Training Program for the Disabled 
($748,000 TC grant from the FSO) 

This program will help disabled persons living in the 
Caribbean Community (CARICOM) by establishing 
national policies on training and employment, increas
ing public awareness about persons with disabilities, 
and strengthening organizations that work on their 
behalf. 

There are an estimated 200,000 persons with 
disabilities in the 14 countries that make up 
CARICOM. Although most countries have a task force 
in place or national disability policies in various stages 
of development, few have effective strategies or legis
lation for training or employment of the disabled. 

Consulting services and technical assistance pro
vided by this program will prepare national disability 
policy draft guidelines and formulate a "Code of Good 
Practice" for employment of the disabled. Workshops 
will be sponsored for some 230 members of the me
dia on disability issues, and training provided to pro
fessionals in fields such as vocational education and 
microenterprise credit, who work with the disabled. 
Public education and training will also be provided 
to private sector employers on recruitment and on-
the-job training issues, as well as to trade union and 
labor department officials. 

The program will strengthen the institutional ca
pacity of a number of participating organizations, in
cluding the Abilities Foundation in Jamaica, where 
the project will be based. A computerized labor mar
ket information system will be established in Trinidad 
at the National Center for Persons with Disabilities. 

Strengthening Evaluation in South America 
($690,000 TC grant from the FSO) 

This program will strengthen evaluation as an instru
ment to improve public sector management by exam

ining existing programs and sponsoring workshops 
and forums on evaluation design, implementation and 
functions. 

Because its analysis of State programs and poli
cies identifies ways to make public sector manage
ment more efficient and effective, evaluation is an 
important part of Latin America's modernization and 
reform processes. This program builds on the find
ings and recommendations of a Regional Seminar on 
Follow-up and Evaluation in Latin America and the 
Caribbean, held in Quito, Ecuador in 1993. Four sub-
regional seminars followed. 

Case studies financed by this program will look 
at evaluation systems for social programs in Argen
tina; information systems used for evaluation of pub
lic investment projects in Brazil; and the system that 
ties evaluation indicators with budgeting in Chile. 
Three subregional workshops will be held to exchange 
evaluation experiences and to provide specific opera
tional procedures and techniques to strengthen the 
evaluation function. A final report on lessons learned 
from the workshops and the case studies will be dis
tributed and discussed at a regional evaluation forum. 

Digital Mapping and Geographic Information 
Systems 
(TC Grants of $512,000 from the FSO and $96,000 from the Ca

nadian Technical Cooperation Program) 

This program will improve decisionmaking and co
operation on sustainable development issues by in
troducing technological advances to the region's elec
tronic mapping and Geographic Information Systems 
(GIS). 

Because it integrates text, statistical data and 
graphics, electronic mapping shows important inter
actions between socioeconomic and environmental 
processes. For example, demographic data, spatially 
organized by census tract, can be displayed in con
junction with other themes such as agro-ecological 
zones, topography, road networks, and availability of 
social services. These geospatial data are thus powerful 
organizational and analytical tools for policymakers. 

This program will produce 11 electronic atlases 
and make them available both on CD-ROM disks and 
on the Internet, the latter through EARTHMAP, a pub
lic-private sector initiative that promotes the latest 
advances in geospatial technology and applications. 
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The Internet sites will consist of computer hardware 
and software, metadata and atlases that will create in 
each participating country a presence on the world
wide web that promotes geospatial methods. Train
ing in mapping and GIS techniques will be provided 
through nine in-country training courses. 

Support for the Free Trade Area of the 
Americas Initiative 
($500,000 TC grant from the FSO) 

This program will provide technical support for work
ing groups involved in developing the Action Plan for 
the Free Trade Areas of the Americas (FTAA) Initiative. 

At the Hemispheric Summit in Miami in 1994, 
34 countries approved a plan to negotiate a hemi
spheric free trade area by the year 2005. At follow-up 
ministry-level meetings since then in Denver, 
Cartagena and Belo Horizonte, working groups were 
formed to design negotiating frameworks on 11 dif
ferent aspects of trade and social and economic de
velopment. A Tripartite Commission made up of the 
IDB, the Organization of American States (OAS) and 
the Economic Commission for Latin America (ECLAC) 
was formed to provide logistical support for the FTAA 
Action Plan. 

This program will finance consulting services, 
studies and information systems for three working 
groups: access to markets, customs regulations and 
rules of origin, and investments. Activities wifl include 
development of a hemispheric database on FTAA mar
ket access, with information on recent trade flows; docu
mentation on rules of origin in countries throughout 
the region; and publication of an inventory of national 
policies and regulations on foreign investment. 

Program for Social Policy Dialogue -
Pilot Phase 
($500,000 TC grant from the Danish Trust Fund for Consulting 

Services) 

This program looks to open dialogue on key social 
issues and work toward consensus among govern
ment, civil society, the private sector and beneficia
ries in three countries of the region. 

United Nations summits in 1995 on social de
velopment (Copenhagen) and women (Beijing) urged 
the international community to support national dia

logue as a means to overcome social problems. This 
program was developed in response to those man
dates. Honduras and Ecuador were among the initial 
countries selected because of newly-elected adminis
trations, and Guatemala was chosen in order to sup
port the Peace Accords. 

The program will sponsor meetings to examine 
principal national social issues, formulate priorities, 
and develop action plans and strategies. Participants 
will include not only the public sector and beneficia
ries but also an array of civil society organizations such 
as women's groups, religious organizations and labor 
unions. The meetings will be coordinated and mod
erated by the Corporación justicia y Democracia, a non
profit organization headed by former Chilean Presi
dent Patricio Aylwin, with the collaboration of the 
Conflict Resolution Center of Harvard University. Se
lected participants will then be invited to a forum at 
the IDB's Inter-American Institute for Social Develop
ment (INDES) in Washington to continue discussions. 

Environmental NGO Enterprise Development 
($3.25 million MIF equity, $1.75 million MIF grant) 

The project consists of an investment in a fund which 
will provide equity, subordinated debt, debt or guaran
tee support to between 20 and 30 for-profit ventures 
developed by Latin American environmental NGOs. 
The investment fund will also manage a technical as
sistance grant facility to partially cover the costs associ
ated with providing business planning and entrepre
neurial assistance. For the most part, the businesses 
will be sponsored by NGOs which are partners of the 
Nature Conservancy, a U.S.-based non-profit organiza
tion, although the fund will be open to any venture 
which meets its economic and environmental criteria. 
The Fund will be managed by a management company 
to be created by the Nature Conservancy and located 
in Costa Rica. It will be staffed by personnel with expe
rience in venture capital financing. 

The Fund's investment will range from organic 
agriculture to eco-tourism and will support the ef
forts of NGOs to graduate from dependency on do
nor funding by creating profit-generating activities, 
while at the same time promoting additional private 
sector involvement in the growing environmental en-
trepreneurship in the region. 
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Non-traditional Job Training for Women in the 
Caribbean 
($1.65 million MIF grant) 

The program will provide non-traditional job train
ing for low-income women in Belize, Guyana, Jamaica, 
and Trinidad and Tobago. The Human Employment 
and Resource Training Trust in Jamaica has overall 
regional responsibility for the project and will coordi
nate activities with educational institutions and non
governmental women's organizations with proven 
successful track records in technical and vocational 
training in each of the four countries. The program 
will benefit 100 low-income women who are heads 
of households, increasing the supply of skilled labor 
and creating new employment opportunities for 
women who are currently excluded from the labor 
market. Training will be provided in such non-tradi
tional areas for women as construction, plumbing, 
carpentry, and auto mechanics. 

Microfinance Training Consortium 
($1.74 million MIF grant) 

The project will strengthen the capacity of formal and 
informal financial institutions to provide high-qual
ity sustainable financial services to microenterprises. 
The project will deliver training services through a 
consortium of institutions which will be able to offer 
a mix of courses which draw upon the strengths of a 
variety of microfinance and banking methodologies. 

The consortium, composed of Anahuac del Sur 
University in Mexico and six microfinance institutions 
in five other countries, will conduct market research 
and promotional activities and develop an informa
tion database for practitioners. Training activities will 
include a centralized training-of-trainers program, a 
basic program with hands-on practical experiences 
and a special program tailored to different financial 
institutions. The project is targeted to reach at least 
2000 practitioners in a three-year period and will be
come self-sustainable by charging tuition expenses. 
The program will be the first systematic microfinance 
training available in Spanish in the region. 
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Technical Cooperation 

The Bank's technical cooperation (TC) program has 
traditionally been a key instrument in the successful 
completion of projects. Technical cooperation re
sources are used by the borrowing countries to iden
tify and prepare new 
projects, improve loan ex-

TABLE IX. DISTRIBUTION OF NONREIM
BURSABLE TECHNICAL COOPERATION 
(In thousands of U.S. dollars) 

Country 
Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 
Chile 

Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 

ecution, strengthen the in
stitutional capacity of pub
lic and private agencies, 
and assist in policy formu
lation, planning and decen
tralization, tax and customs 
and other financial admin
istration. It has become a 
crucial tool for advancing 
economic and social sector 
reforms in the region. It has 
supported efforts by bor
rowing countries to reduce 
poverty and strengthen in
stitutional and human re
source development, as 
well as modernize the slate 
and encourage broader 
civil society participation. 
The Banks focus on new 
areas of activity and the di
verse needs ol the borrow
ing countries have contrib
uted to a dramatic increase 
in demand for these re
sources. 

In 1997, the Bank 
approved 318 nonreim
bursable technical coopera
tion operations, totaling $77 million. National TC rep
resented $49.5 million (208 operations) or 65 percent, 
while Regional TC accounted for S28.2 million (86 
operations) or 35 percent. 

1997* 1961-1997 

$ 6,926 
1,114 

63 
468 

1,826 
12,229 

314 

53,631 
16,375 
20,610 

4,052 
64,255 

125,884 
6,282 

Haiti 
Honduras 
Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

Peru 
Suriname 
Trinidad and Tobago 
Uruguay 
Venezuela 
Regional 

Total 

*Does not include Small Project financings. 

The net income of the Fund for Special Opera
tions (FSO) was the main source for the financing of 
the 1997 nonreimbursable TC program. Resources 
totaling $25.1 million were approved in convertible 
currency, and $38.4 million in local currency. Donor 
trust funds provided an additional $20.7 million. 

In 1997, TC opera
tions were approved to ad
dress poverty conditions 
and improve social service 
delivery systems in Barba
dos, Bolivia, Dominican 
Republic, El Salvador, 
Guatemala and Haiti. TC 
operat ions aimed at 
strengthening institutional 
and managerial capabili
ties of public organiza
tions, as well as to mod
ernize the legislative 
branch and the adminis
tration of the justice sys
tem, were approved for 
Ecuador, Nicaragua, Para
guay, Peru and Venezuela. 
Programs targeting small 
and microenterprise devel
opment were approved for 
Brazil, Chile, Paraguay and 
Suriname. In the area of 
environmental protection 
and natural resources 
management, programs 
were approved for the Ba
hamas, Brazil, Costa Rica, 
and Jamaica. 

The Bank has en
couraged and facilitated the transfer of expertise and 
technical experience among the countries of the re
gion through the Intra-Regional Technical Coopera
tion (TC-INTRA), enabling institutions and execut-

657 
1,277 
1,773 
3,036 
1,134 
1,793 
1,097 

42,379 
42,314 
37,739 
47,141 
35,816 
33,876 
39,391 

1,924 
1,406 
1,146 
1,546 
583 
147 

4,034 

40,249 
37,848 
28,247 
9,925 
57,286 
25,388 
46,071 

1,938 
1,918 

59 
237 
926 

28,209 

69,887 
15,230 
17,558 
26,280 
9,293 

547,494 

$77,781 $1,500,499 
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ing agencies to enhance their expertise and skill in 
order to accelerate project benefits. The Bank approved 
TC-INTRA operations totaling $358,000. 

The Bank approved 3 operations totaling 
$150,000 under the TC Emergency for Natural Di
sasters program. Under this program, resources were 
swiftly channeled to support basic rehabilitation and 
reconstruction works in Chile, Haiti and Mexico. 

Activities designed to support job-creation tar
geting low-income populations with limited access to 
conventional credit were carried out under the Small 
Projects Program. In 1997, parallel technical coop
eration funding of $3.8 
million was approved 
by the Bank in support 
of micro and small en
terprises development 
activities, as well as 
strengthening manage
rial capabilities of these 
organizations. 

The Bank also fi
nances regional techni
cal cooperation lo sup
port training programs 
in the identification, 
preparation and execu
tion phases of invest
ment projects and to 
support 8th Replenish
ment activities. Pro
grams approved dur
ing the year included 
the following: 

• In poverty re
duction, programs were 
approved to formulate 
policies; consolidate social reform processes; facilitate 
dialogue among different sectors to resolve policies 
and strategies; train stall in the best practices in the 
health sector; and establish networks and databases 
on educational reforms. Programs were also financed 
to promote participation and increase the benefits of 
vulnerable groups. 

• In microenterprise, programs were approved 
to implement training programs for staff working in 
financial services institutions and to research the most 
promising financial practices. 

ALICE TOWN, BAHAMAS. Station operator Marlena Frazier makes 
her rounds at the power plant on Bimini. Installed generating capac
ity for the Bahamas' Family Island group, which includes Bimini and 
four other islands, has nearly doubled under an electrification pro
gram financed by a $31.83 million IDB loan in 1991. 

• In the area of modernization of the state, op
erations were approved to hold conferences and semi
nars to discuss experiences in parliamentary reform 
processes; the administration of justice; the promo
tion of democratic values; citizen rights; and the pre
vention of corruption. Also, training courses were 
adopted for the formulation of investment and iden
tification programs, design and execution of projects, 
policy and social project management, applied mac
roeconomics and public policy management. 

• The Bank continued to support the produc
tive sectors with programs for agricultural research, 

policy dissemination, 
and practices related 
to increasing the com
petitiveness of small-
and medium-sized en
terprises. Support was 
also provided for the 
strengthening and har
monization of the fi
nancial sector and the 
stock markets. 

• Integration con
tinued to be one of the 
priority areas of re
gional technical coop
eration. At the regional 
level, several opera
tions were approved in 
support of the Free 
Trade Area of the 
Americas initiative, and 
strengthening of subre
gional institutions. 

• In the area of 
sustainable develop

ment and the environment, programs were approved 
to provide support policy formulation and environ
mental management, and to increase citizen partici
pation in these processes. A program was approved 
to develop geographic information systems and elec
tronic maps to link different databases. Other pro
grams included preparation of national water resource 
strategies; implementation of national fishing agree
ments; resolution of environmental conflicts in coastal 
management; adoption of action plans for fighting soil 
erosion; and financing of biodiversity conservation. 
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TABLE X. COFINANCING IN 1997 
(In millions of U.S. dollars) 

Country 

Sources of Finance 

Project IDB 
wor ld 
Bank Japan 

Other 
Funds 

Argentina AES Paraná (PRl) $ 66.00 

Brazil Fernão Dias II Highway 275.00 * 
Rio Grande do Sul Highway 150.00 
Rehabilitation and Decentralization 

of Federal Highways 300.00 
NorthSouth Electric Interconnection 307.00 

Dominican Modernization and Restructuring 

Republic of Health Sector 61.20 

Guatemala Community Development for Peace  DECOPAZ 50.00 x 

Haiti Secondary and Rural Roads Rehabilitation 

and Maintenance 50.00 

Jamaica Northern Coastal Highway 59.50 * 

Mexico Basic Sanitation Mexico City 365.00" 

Nicaragua Social Investment Fund  FISE HI 50.00 

Peru Microenterprise Credit Program 25.00 * 
FONCODES 150.00" 

Regional SIEPAC  Central American Electric Interconnection 170.60 
CABEI/Multisector Line of Credit for Central America 100.00 
Integration Gas Pipeline BoliviaBrazil 240.00 

Other Netherlands Antilles Development Study 0.30 
Social Programs. Poverty and Citizen Participation 

Seminar 
INDES 
Latin American Economic History 

Total $1 ,745 .10 

i 300.00 

310.00 

$610 .00 

162.00 •' 

180.00 > 
75.00 3 

300.00 ■ 

30.00 h 

410.00 b 

50.00
b 

200.00 ax>' 
280.00 • 

$1 ,487 .00 

$ 3.50 ' 

1.00 ' 

6.00 ' 

4.00 6 

4.00 « 

70.00
 h 

84.00 k 

60.00 ' 
0.30 i 

0.90 '! 
0.24 1 

$232.50 
a ExportImport Bank of Japan (JExim) 
l! Overseas Economic Cooperation Fund of Japan (OECF) 
c Government of the Netherlands 
d Government of Norway 
e Nordic Development Fund (NDF) 
1 Kreditanstalt fur Wiederaufbau (KfW) 
s Organization of Petroleum Exporting Countries Fund (OPEC) 
n Government of Spain 

' European Union Commission 
• European Investment Bank (E1B) 
k Andean Development Corporation (CAF) 
! Government of Finland 
111 Government of Sweden 
" Government of Denmark 
* Approved prior to 1997 
> Not added to total 

Cofinancing 

In 1997, total cofinancing amounted to $2,329.5 mil

lion. Ol this, $1,719.5 million was provided by nu

merous bilateral and multilateral cofinanciers, with 
Japan remaining the largest source of cofinancing. The 
World Bank contributed $610 million. 

Among bilateral cofinanciers, cofinancing with 
Japan reached a new record with a total of $1,487 

million for eight projects. The Bank's partnership with 
Japan was further enhanced through regular coordi

nation meetings and a number of joint missions, which 
resulted in the approval of several projects. The Ex

portImport Bank ol Japan (JExim) provided $997 
million for ¡we projects, in addition to a $200 million 
loan to CABEI for credit programs in Central America 
countries. JExim lent $300 million for the North
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South Electric Interconnection to alleviate shortages 
of energy among Brazilian northern and southern 
states. J-Exim also provided $180 million to modern
ize Brazils Fernão Dias Highway, connecting Belo 
Horizonte, one of Brazil's most industrialized cities, 
with São Paulo, and $75 million to improve road con
ditions in the state of Rio Grande do Sul. The Bolivia-
Brazil Integration Gas Pipe
line will receive $280 million 
fromJ-Exim, which also con
tributed $162 million to the 
AES Paraná electric genera
tion project in Argentina, J-
Exim's first cofinancing of a 
private sector project being 
partly financed by the IDB. 
For its part, the Overseas Eco
nomic Cooperation Fund 
(OECF) of Japan provided a 
total of $490 million, on 
concessional terms, for three 
projects. OECF provided 
$410 million for the Basic 
Sanitation project in Mexico 
City. The OECF also pro
vided $30 million in parallel 
cofinancing for Jamaica's 
Northern Coastal Highway, 
as well as $50 million for 
Peru's Social Compensation 
and Development Fund 
(FONCODES), which fo
cuses on poverty alleviation. 
Cofinancing from Japan is 
untied, with the exception of 
the private sector project in 
Argentina and the regional 
gas pipeline projects. 

The Government of 
Spain made available $70 
million, on concessional 
terms, for Central America's 
S1EPAC project for electric interconnection amongst 
the six countries of the Isthmus. Germany's Kreditanstalt 
für Wiederaufbau (KfW) provided the equivalent of 
$6 million, on concessional terms, for Haiti's Second
ary and Rural Roads Rehabilitation and Maintenance 
Program. The Government of Finland granted $1 

JOCOTENANGO SACATEPEQUES, GUATEMALA. A 
$40.5 million IDB loan for municipal development has 
financed construction of markets as well as health, 
transportation and education facilities. This market
place has stalls for 34 vendors who can rent space by 
the day or month. 

million for Guatemala's Community Development for 
Peace program (DECOPAZ). The Government of the 
Netherlands made a grant of $300,000 to finance a 
study of the long-term economic development pros
pects of the Netherlands Antilles and its five constitu
ent islands. The Governments of Denmark, Finland, 
Norway and Sweden are also jointly providing 

$250,000 for the seminar on 
social programs, poverty and 
citizen participation, to be 
held in Cartagena, Colombia, 
during the Bank's 1998 An
nual Meeting. 

On the multilateral side, 
the World Bank cofinanced 
$610 million, of which $300 
million was for the Rehabili
tation and Decentralization 
of Brazil's Federal Highways 
and $310 million was for the 
Bolivia-Brazil Integration Gas 
Pipeline. The Andean Devel
opment Corporation (CAF), 
also provided $84 million for 
the same gas pipeline project 
as did the European Invest
ment Bank, which contrib
uted $60 million. The Car
ibbean Development Bank 
(CDB) provided $21 million, 
on concessional terms, for 
the Education Sector En
hancement Program of Bar
bados. The Organization of 
Petroleum Exporting Coun
tries (OPEC) Fund made 
available a total of $8 million, 
on concessional terms and 
untied, for a microenterprise 
credit program in Peru and 
for social investments in 
Nicaragua. The Nordic De

velopment Fund (NDF) financed the modernization 
and restructuring of the Dominican Republics Health 
Sector, with a $3.5 million concessional loan. The Eu
ropean Union approved a grant for $900,000 to sup
port the IDB's Institute for Social Development. It also 
approved a grant for $244,800 to finance the prepa-
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ration and publication of the book "Economic His
tory of Latin America in the 20th Century". 

In 1997, the Bank broadened the scope of its 
cooperation with donors. Two Cooperation Agree
ments for the Cofinancing of Projects and Programs 
were signed with the Governments of France and Italy. 
A Framework Arrangement was signed with the Neth
erlands Minister lor Development Cooperation, to 
cover the areas of cooperation with the Bank. The CDB 
and the Bank also look specific steps to increase their 
cooperation on behalf of their common borrowing 
member countries, by signing a Memorandum ol As
sociation, which is expected to increase cooperation 
and coordination. 

Procurement 

The Bank's procurement policies and procedures re
quire that contracting for works and procurement of 
goods be carried out following the basic principles of 
economy, efficiency, competition and due process. The 
services of consulting firms also must be acquired 
through an open and competitive selection process. 
Only firms from IDB member countries are eligible to 
participate in IDB-financed procurement. 

In order to help simplify the procurement pro
cess of goods and services, and of contracts for works 
and consulting services, the Bank is designing stan
dard bidding documents which upon adoption will 
be mandatory for all executing agencies of IDB-fi
nanced operations. It is expected that the use of stan
dard bidding documents will improve the transpar
ency of the procurement process, reduce the time of 
preparation and review of bidding documents by both 
borrowers and the Bank, and expedite disbursements. 

An interdepartmental working group, headed by 
the Legal Department, was established in 1997 to co
ordinate the Bank's efforts to bring the corruption is
sue into its dialogue with borrowers. Revisions to the 
Bank's procurement policies and procedures to make 
explicit the Bank's commitment to fight corruption 
with its own resources are pending with the Board of 
Executive Directors. 

The Bank continued to emphasize the im
portance of training staff at Headquarters, Country 
Offices and executing agencies on the Bank's procure
ment procedures. A program for training trainers in 
the Country Offices and of support for executing agen

cies continued in 1997. Teaching materials have been 
prepared for different audiences including trainers, 
executing agencies, beneficiaries, the private sector, 
and consultants. 

The methodology for the sampling and ex-post 
evaluation of procurement carried out by borrowers 
below the ceiling amounts authorized by the Bank for 
international public biddings was completed during 
the year. This mechanism will also help expedite pro
curement by borrowers and at the same time ease the 
burden of the Country Offices. 

In 1997, disbursements of convertible curren
cies for the purchase of goods, works and consulting 
services under investment and sector loans totaled 
$5,289 million. Borrowing member countries received 
$3,710 million, or 70 percent ol this value. Local pur
chase of goods, works and consulting services for 
projects in the borrowing countries totaled $3,160 
million. Nonborrowing member countries provided 
goods, works and consulting services totaling $1,578 
million. The accompanying tables, (Disbursements for 
Purchase of Goods and Services by Country of Ori
gin, Tables XI, XII and XIII) break out disbursements 
for all Bank lending, sector loans and investment loans. 
Where applicable, the tables include a detailed break
down of local purchases and exports of goods, works 
and consulting services. 



TABLE XI. DISBURSEMENTS FOR PURCHASE OF GOODS AND SERVICES BY COUNTRY OF ORIGIN (INVESTMENT AND SECTOR LOANS) 
(In millions of U.S. dollars) 

Local Purchases 
Amount % 

1961j96 
Exports Total 

Amount % Amount 

1997 1961-97 
Local Purchases Exports Total Local Purchases Exports Total 
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BORROWING COUNTRIES 
Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
Fl Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 
Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 
Suriname 
Trinidad and Tobago 
Uruguay 
Venezuela 
Total Borrowers 

S 1,351.0 
4.6 

30.6 
0.0 

541.0 
3,163.4 
1.965.6 
1,1 144 

313.0 
284.6 
997.6 
391.8 
199.7 

21.6 
109.2 
2.33.8 
175.6 

5,440.4 
164.3 
287.4 
317.2 
744.0 

0.7 
148.5 
411.6 
444.8 

S 16.856.6 

NONBORROWING COUNTRIES 
Austria 
Belgium 
Bosnia and Herzegovina 
Canada 
Croatia 
Denmark 
Finland 
Trance 
Germany 
Israel 
Italy 
Japan 
Netherlands 
Norway 
Portugal 
Slovenia 
Spam 
Sweden 
Switzerland 
United Kingdom 
United States 
Yugoslavia 
Total Nonborrowcrs 

8.0 
0.0 
0.2 
0.0 
3.2 

18.8 
11 7 
6.6 
1.9 
1.7 
5.9 
2.3 
1.2 
0.1 
0.6 
1.4 
1.0 

20.4 
1.0 
1.7 
1.9 
4.4 
0.0 
0.9 
2.4 
2.6 

100.0 

S 724.3 
4.4 
2.9 
0.2 

27.0 
1,909.2 

141.4 
185.7 
164.7 

13.7 
148 1 
30.3 
48.2 

1.8 
6.9 

26.3 
64.4 

735.6 
19.8 
82.3 
54.4 

115.6 
0.0 

41.4 
109 2 
474.6 

S 5,132.3 

S 7 3 0 
148.9 

463.3 
1.5 

101.3 
42 1 

1,420.9 
1,725.4 

73.2 
1.866.1 
1.447.8 

447.8 
28.3 
22.6 

8.6 
663 4 
354.4 
5785 
641.7 

9,255.1 
14.3 

S19,378.4 

3 0 
0.0 
0.0 
o.o 
0.1 
7.8 
0.6 
0.8 
0.7 
0.1 
0.6 
0.1 
0.1 
0.0 
0.0 
0.1 
0.3 
3.0 
0.1 
0.3 
0.2 
0.5 
0.0 
0.2 
0.4 
1.9 

20.9 

î 2,075.3 
9.0 

33.5 
0.2 

568.0 
5,072.6 
2.107.0 
1,300.1 

477.8 
298.4 

1.145.7 
422.1 
247,9 

23,4 
116.2 
260,2 
240.0 

4.175.9 
184.1 
369,6 
371 6 
859.6 

0.7 
189.9 
520.8 
919.4 

S 21.988.9 

0.3 
0.6 

1.9 
0 0 
0.4 
0.2 
5.8 
7 0 
0.3 
7.6 
5.9 
1.8 
0.1 
0.1 
0.0 
2.7 
1.4 
2.4 
2.6 

37.8 
0.1 

794 

S 73.0 
148.9 

463.3 
1.5 

101.3 
42.1 

1.420.9 
1,725,4 

73.2 
1,866.1 
1,447.8 

447,8 
28.3 
22,6 

8,6 
663,4 
354,4 
5785 
641,7 

9.255,1 
14,3 

S 19,378.4 

5.0 
0.0 
0.1 
0.0 
1.4 

12,3 
5.1 
3.1 
1.2 
0.7 
2.8 
1,0 
0.6 
0,1 
0.3 
0.6 
0.6 

10,1 
0.4 
0,9 
0.9 
2.1 
0.0 
0.5 
1.3 
2.2 

53.2 

S 324.0 
6,2 
1.4 
0,0 

48.5 
1,346,1 

14.5 
16.3,4 

13 4 
19,4 

134.7 
54.8 
21,5 
10.3 
29.0 
27.8 
18,6 

444,1 
36.9 
5.3,5 
54.6 

178,9 

18 6 
64.4 
75,8 

S 3.160.4 

10.3 
0,2 
0.0 
0.0 
1.5 

42,6 
0.5 
5,2 
0,4 
0.6 
4.3 
1,7 
0,7 
0.3 
0.9 
0,9 
0.6 

14,1 
1,2 

5.7 

89.9 
4,8 
0.6 
0.0 
7.5 

181 2 
6.9 

46,9 
14.2 
2 2 

31.7 
0,5 
4,1 
0,3 
1 8 
7,8 
5,0 

61,2 
0,0 
I s 
0,2 

10,6 

0.6 8,6 
2.0 3.3 
2.4 59,1 

100.0 S 550.2 

4,2 
0.2 
0.0 
0,0 
0,4 
8,5 
0,3 
2.2 
0,7 
0,1 
1,5 
0,0 
0,2 
0,0 
0.1 
0.4 
0.2 
2,9 
0.0 
0,1 
0.0 
0.5 
0.0 
0.4 
0.2 
2.8 

25.8 

S 413.9 
10.9 

1 i 
0.0 

56.0 
1,527.3 

21,4 
210.4 

27.6 
21.6 

1664 
55.3 
25.4 
10.6 
30.8 
3 5 6 
23.6 

505,3 
36.9 
55.3 
54,9 

189,5 

27 2 
67.7 

1 34,9 
S3.7I0.6 

7.8 
0.2 
0.0 
0.0 
1.1 

28.9 
0.4 
4.0 
0.5 
0.4 
3 1 
1.0 
0.5 
0.2 
0.6 
0.7 
0.4 
9.6 
Il 7 
1.0 
1.0 
3.6 
0.0 
0 5 
1.3 
2,5 

70.2 

S 1,675.0 
10.8 
32.0 
0,0 

589.5 
4,509 5 
1,980,1 
1.277,9 

326.5 
304.0 

1.132.2 
446.5 
221.0 

52,0 
1 58.2 
261.6 
194.2 

.3,884.5 
201.2 
340.8 
571,9 
922.9 

0.7 
167 1 
476,0 
320.6 

S20.017.0 

8.4 
0.1 
0.2 
0.0 
2.9 

22.5 
9.9 
6.4 
1.6 
1.5 
5.7 

0.2 
0.7 
1.3 
1.0 

19,4 
1.0 
17 
1,9 
4.6 
0.0 
0.8 
2.4 
2.6 

100.0 

814.2 
9,2 
3.5 
0.2 

34.5 
2,090.4 

148.3 
232,6 
178.9 

16.0 
179.9 
.30.8 
52.2 

2.1 
8.8 

34,2 
69.4 

796,7 
19.8 
84,0 
54,6 

126.2 
0 0 

50,0 
112 5 
53.3,6 

5,682.6 

3.1 
0.0 
0.0 
0.0 
0.1 
7,8 
0.6 
0.9 
0.7 
0.1 
0.7 
0,1 
0.2 
0.0 
0.0 
0.1 
0.3 
3,0 
0,1 
0,3 
0.2 
0.5 
0.0 
0.2 
0.4 
2.0 

21.3 

2.489,3 
20.0 
35,5 
0.2 

624 0 
6,399.9 
2.128,4 
1,510,5 

505,4 
320,0 

1.312,1 
477.3 
27 5,3 

34.0 
147,0 
295.8 
263.6 

4,681.2 
22 1,0 
424,9 
426,5 

1,049.1 
0,7 

217,1 
588.5 

1,054,2 
25.699.5 

0.2 
0.4 

1.1 
0,0 
0.2 
0.1 
3.4 
4.2 
0.2 
4.5 
3,5 
1.1 
0.1 
0.1 
0.0 
1 6 

0.9 
1,4 
1.6 

22.4 
0.0 

46.8 

Total $16,856.6 100.0 $24,510.8 100.0 $41,367.3 100.0 $3,160.4 

S 3.7 
35,2 

21,8 
0.0 
3,5 
0,8 

31,7 
107.4 

7,0 
150.0 
44,6 
27,0 

0,0 
1.9 
0,2 

98.9 
4,2 
9,0 

.38,3 
993,2 

$1,578.6 

100.0 $2,128.8 

0.2 
1.7 

1.0 
0.0 
0.2 
0.0 
1.5 
5.0 
0.3 
7.0 
2.1 
1,3 
0.0 
0.1 
0.0 
4 6 
0.2 
0.4 
1.8 

46,7 
0,0 

74.2 

100.0 

S 3,7 
35 2 

21.8 
0,0 
3 5 
0.8 

51.7 
107 4 

7,0 
1 50.0 
44.6 
27.0 

0.0 
: >.' 
0.2 

98.9 
4.2 
9 0 

38.3 
9932 

Sl.578.6 

$5,289.2 

0.1 
0,7 

0.4 
0.0 
0,1 
0.0 
0,6 
2.0 
0,1 
2.8 
0.8 
0.5 
0.0 
0 0 
0,0 
1.9 
0.1 
0.2 
0.7 

188 
0.0 

29.8 

0.0 
0.0 

0.0 
0.0 
0.0 
0.0 
0,0 
0.0 
0.0 
Ú.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0,0 
0.0 

0.0 
0.0 

0.0 
0,0 
0.0 
0.0 
0,0 
0.0 
0.0 
0 0 
0,0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0,0 
0.0 

) 76.6 
184.1 

485,1 
1,5 

104,8 
42.9 

1,452,7 
1,832.9 

80,3 
2.016,1 
1,492,4 

474,8 
28,3 
24,6 

8,8 
762.3 
358,6 
587.5 
680.0 

10.248.3 
14.3 

; 20,957.0 

0.3 
0.7 

1.8 
0.0 
0.4 
0.2 
5,5 
6.9 
0.3 
7,6 
5.6 
1.8 
0.1 
0.1 
0.0 
2.9 
1.3 
2.2 
2.6 

38 5 
0.1 

78.7 

76.6 
184,1 

485.1 
1.5 

104.8 
42,9 

1.452.7 
1,832.9 

80.3 
2,016.1 
1.492.4 

4 7 4 8 
28.3 
24.6 
8.8 

762 3 
.358.6 
587 5 
680.0 

10.248,3 
14.3 

20.957.0 

5.3 
0.0 
0.1 
0.0 
1.3 

14.1 
4.6 
3.2 
1.1 
0.7 
2,8 
1.0 
0,6 
0.1 
0.3 
0.6 
0,6 

10 0 
0,5 
0,9 
0,9 
2,2 
0.0 
0.5 
1.5 
2.5 

55.1 

0.2 
0.4 

1.0 
0,0 
0,2 
0,1 
3.1 
3.9 
0.2 
4,3 
3,2 
1.0 
0.1 
0.1 
0.0 
1,6 
0,8 
1.3 
1.5 

22.0 
0.0 

44.9 

100.0 $20,017.0 100.0 $26,639.6 100.0 $46,656.5 100.0 



TABLE XII. DISBURSEMENTS FOR PURCHASE OF GOODS AND SERVICES BY COUNTRY OF ORIGIN (SECTOR LOANS)1 

(in millions oj U.S. dollars) 

1990-96 

Local Purchases 
A m o u n t % 

BORROWING ( OUNTRIES 
Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 
Haiti 
I londuras 
Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 
Suriname 
trinidad anti Tobago 
Uruguay 
Venezuela 
Total Borrowers 

NONBORROWING COUNTRIES 
Austria 
Belgium 
Bosnia and I Icrzcgovma 
Canada 
Croatia 
Denmark 
Finland 
France 
Germany 
Israel 
llaK 
lapan 
Netherlands 
Norway 
Portugal 
Slovenia 
Spain 
Sweden 
Switzerland 
United Kingdom 
United States 
Yugoslavia 
Total Nonborrowcrs 

Exports 
Amount 

S 163,5 
1,3 
1,1 
0,1 
2 4 

1,0a a 
85,6 

104.1 
47 4 
0.0 

1 58 6 
9 6 

18.5 
l.l 
0,0 
6.7 
1.4 

102 3 
0.1 

44.9 
12 5 
52.1 
0.7 

12.7 
7.5.6 

525.1 
S 1,9711.0 

$ 10.7 
74 9 

169.2 
0.1 

¡o o 
14.5 

16 5.5 
512 7 

5.2 
220.7 
S2 5.1 
266.6 

1 5.6 
0.3 
5.3 

I 34.1 
55.8 

I 17.8 
124.7 

5.256 5 
0.8 

S 5,484.4 

2,2 
0,0 
0.0 
0,0 
0,0 
9 3 
1.1 
1.4 
0.6 
0.0 
1.9 
0.1 
0,2 
0,0 
0.0 
0.1 
0.0 
2.6 
0.0 
0.6 
0.2 
0.4 
0.0 
0.2 
1.0 
4.4 

26.4 

0.1 
1.0 

2.3 
0.0 
0.2 
0.2 
2.2 
6 9 
0,0 
30 
4,3 
3,6 
0,2 
0 0 
0.0 
1.8 
0 7 
: o 
1.7 

43,7 
0.0 

73.6 

Total 
Amount 

$ 163,5 
1.3 
1,1 
0,1 
2,4 

695.5 
8 5 6 

104.1 
47 4 

0.0 
1.38 6 

9.6 
17.9 

l.l 
14,6 
6.7 
1,2 

192 5 
0.5 

74,6 
12 5 
32.1 
0.0 

12,7 
7.3.6 

325.1 
$2,014.7 

S 10.7 
74.9 

169.2 
0.1 

¡no 
14.3 

165.5 
5 12 7 

5 2 
220.7 
32 3.1 
266,6 

14.2 
0.3 
0.1 

134.1 
55.8 

117.8 
124.7 

3.236,3 
0.8 

S5.484.4 

l . l 
0.0 
0.0 
0.0 
0.0 
9.3 
l.l 
1.4 
0.6 
0.0 
1 8 
0.1 
0,2 
0,0 
0.2 
0,1 
0,0 
2 6 
0 0 
1 0 
0 1 
0.4 
0.0 
0.2 
1 0 
4 5 

26.9 

0.1 
1.0 

2.3 
0 0 
0.2 
0.2 
2.2 
6.8 
0.0 
1 » 
4.3 
5.6 
0.2 
0.0 
0.0 
1 8 
0.7 
I 6 
1.7 

45 4 
0.0 

73.1 

Local Purchases 
Amount % 

1997 

Exports 
Amount 

69.6 
4.6 
0.4 
0.0 
0.0 

104 5 
4.8 

14.7 
1.0 
0.0 
1.8 
0,0 
0.1 
0,5 
0,0 
0,5 
1.0 

52,0 
0 0 
0 7 
0.2 
5 5 
0.0 
0.0 
2.6 

,57.5 
280.9 

11.7 
0.0 
2.7 
0,0 

20,1 
78 0 

1,8 
61,7 
34.4 
24.6 
0,0 

0.0 
5 6 8 

17 
5.7 

15,4 
757.2 

0.0 
S 1,07 3.4 

5.1 
0,5 

0.4 
I 1 
0.1 

0.1 
0.0 

0.1 
0.0 
0.4 

0.0 
0.2 
2,8 

20.7 

0.2 
0.0 
1.5 
5.8 
0,1 
4.6 

4.2 
0.1 
0.3 
1.0 

54.4 

Total 
Amount 

69.6 
4.6 

104.3 
4,8 

14.7 
1.0 

1 8 
0,0 

0.7 
0.2 
5.5 

0.0 
2.6 

37,3 
S 310.9 

2.7 
00 

20.1 
78 0 

1,8 
61 7 
34,4 
24,6 

56.8 
17 
3.7 

134 
737.2 

79.3 $1.073.4 

5.0 
0.3 
0.0 
ll.0 
0.0 
7.5 
0.3 
1.1 
0 1 
0.0 
0.1 
0,0 
0,0 
0,0 
0,0 
0,0 
0,0 
2 3 
Oil 
0 I 
0.0 

• 
0.0 
0.0 
0.2 
2.7 

22.5 

TOTAL $7,454.3 100.0 $7,499.0 100.0 $30.0 100.0 $1,354.3 100.0 $1,384.3 

OS 
0.0 
0.2 
ll(l 
1,4 
5,6 
0,1 
4,5 
2,5 
1,8 
0 0 
0 0 
0.0 
4.1 
0 I 
0.5 
1.0 

53.3 
0,0 

77.5 

100.0 

Local Purchases 
A m o u n t % 

6 8 
29.7 

! ; i 
58.1 

; 51.1 loo.o 

1990-97 

Exports 
Amount 

S 2 5 5,0 
5,9 
1.5 
O.l 
2,4 

799,8 
90.5 

118.8 
48,4 

0.0 
140,4 

9,6 
18,5 

1,4 
0,0 
7,0 
2.4 

224 5 
0 I 

45.6 
12.7 
57.4 
0.7 

12.7 
76.1 

362.5 
$2.250.9 

$ 10.7 
97.4 

181 0 
0 1 

19.2 
14,3 

183.3 
590.7 

5.1 
282,4 
557,5 
291,2 

15,6 
0 1 
3.3 

190.9 
57 5 

121.5 
158.1 

3.993.5 
0,8 

S 6,557.8 

2.6 
0.1 
0.0 
0.0 
0.0 

0.5 
0.0 
16 
0.1 
0.2 
0,0 
0,0 
0,1 
0.0 
2,5 
0.0 
0 5 
0.1 
0.4 
0.0 
0.1 
0,9 
4.1 

25.6 

Total 
Amount 

S 2.53.0 
5,9 
1,1 
0.1 
2.4 

799.8 
90.3 

118.8 
48.4 

0.0 
140.4 

9,6 
17.9 

1.1 
14.6 
7,0 
1,2 

224.5 
0,5 

75 3 
12.7 
374 
0.0 

12.7 
76.1 

362.5 
{2,325.6 

$ 10.7 
97.4 

181.0 
0 1 

19.2 
14 3 

18.3.3 
590.7 

5.1 
282.4 
357.5 
291.2 

14.2 
0.3 
0.1 

110» 
57.5 

121.5 
138 1 

3.993.5 
0.8 

$6,557.8 

2.6 
0,1 
0.0 
0.0 
0,0 
9.0 
1.0 
1.3 
0.5 
0 6 
1.6 
(1 I 
0,2 
0,0 
0,2 
0,1 
0,0 
2.5 
0 0 
0.8 
0.1 
0.4 
0.0 
0.1 
0.9 

2.0 
0.0 
0.2 
0.2 
2,1 
6,6 
0,1 
5,2 
4,0 
5,5 
0,2 
0.0 
0 0 
2.1 
0 6 
14 
1.6 

4 5 0 
0.0 

73.8 

> 

o 
z o 

$51.1 100.0 $8,808.6 100.0 $8,883.3 100.0 

Sector lending began in I990. 



TABLE XIII. DISBURSEMENTS FOR PURCHASE OF GOODS AND SERVICES BY COUNTRY OF ORIGIN (INVESTMENT LOANS) 
(in millions of U.S. dollars) 

1961-96 1997 

Local Purchases 
Amount % 

Exports 
Amount 

Total 

Amount 

BORROWING COUNTRIES 
Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
l.l Salvador 
Guatemala 
Guyana 
Ham 
Honduras 
lamaiea 
Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 
Suriname 
Trinidad . 
Uruguay 
Venezuela 
Tolal Borrowers 

jago 

I.35l.O 
4 6 

30 6 
0.0 

54 l.O 
5,163.4 
1,965 6 
1,114,4 

il 5,0 
284,6 
997,6 
391 8 
loo 7 
21 6 

9 4 6 
2 53.8 
175.6 

3 ,4404 
163.9 
257.7 
517 2 
744,0 

0.7 
148.5 
411 6 
444.8 

16.811.9 

8.0 
0.0 
0.2 
0.0 
3.2 

18.8 
11.7 
6 6 
1.9 
1.7 
5.9 
2.3 
1.2 
0.1 
0.6 
1,4 
1.0 

20 5 
1 0 
1.5 
1.9 
a ; 

0.0 
0.9 
2.4 
2.6 

100.0 

560 8 
3 1 
1.8 
0 I 

24.6 
1,213.5 

55.8 
81.6 

117 3 
1 3,6 
9,7 

20 7 
30 0 
0.7 
6.9 

19.6 
63.1 

54 5 1 
197 
37,4 
41 9 
83 5 

0 0 
28.7 
55.7 

149 5 
3,162.7 

NONBORROW1NG COUNTRIES 
Austria 
Belgium 
Bosnia ami Herzegovina 
Canalla 
Croatia 
Denmark 
Finland 
France 
Germany 
Israel 
Italy 
¡apan 
Netherlands 
Norway 
Portugal 
Slovenia 
spam 
Sweden 
Switzerland 
United Kingdom 
United States 
Yugoslavia 
Tolal Nonbnrimvcrs 

S 61.9 
74.0 

294.2 
1,4 

84.7 
27,8 

1.257,8 
1,2126 

70 1 
1.645 4 
1.124.7 

181.2 
12.7 
22 2 

54 
529.3 
2987 
460.8 
516.8 

5.998.8 
15.5 

$ 13,894.0 

5 5 
0.0 
0.0 
0 0 
0.1 
7.1 
0 5 
0,5 
0.7 
0.1 
0.1 
0 1 
0.2 
0.0 
0 0 
0.1 
0.4 
3.2 
0 I 
0.2 
0.2 
0.5 
0 0 
0.2 
0.1 
0.9 

18.5 

0 4 
0 I 

0.0 
0.5 
0.2 
7.4 
7.1 
0,4 
9 6 
0 6 
1 I 
0 I 
0 I 
0.0 
! I 
1 8 
2,7 
s.o 

35.2 
0 1 

81.5 

S 1,911.9 
7,7 

12 1 
0.1 

565.6 
4.377.0 
2.021.4 
1.196.0 

4 30.4 
298 5 

1,007 5 
4124 
2 2 9 7 

22 5 
101 6 
253.5 
2 is d 

1.983 5 
183.6 
295.0 
559.1 
827.5 

0.7 
177,3 
447.3 
594.3 

S 19.974.5 

61.9 
74.0 

2942 
1,4 

84,7 
27,8 

1,257,8 
1,212,6 

70,1 
1.645 4 
1.124 7 

181.2 
12.7 
22.2 

5.4 
529.3 
298.7 
460.8 
5 lo.S 

5.998.8 

5.6 
0.0 
0.1 
0.0 
1.7 

129 
6.0 
3.5 
1.3 
0.9 
3.0 
1.2 
0.7 
0 I 
0.3 
0 7 
0.7 

11.8 
0.5 
0.9 
1.1 
2.4 
0.0 
0.5 
1.3 
1.8 

59.0 

0.2 
0.2 

0.9 
0.0 
0.3 
0.1 
37 
3.6 
0.2 
4,9 
3.3 
0.5 
0.0 
0.1 
0 0 
1.6 
0.9 
1.4 
1.5 

17.7 
0.0 

41.0 

Local Purchases 
Amount % 

Exports 
Amount 

Total Local Purchases 
Amount Amount % 

1961-97 

Exports 
Amount 

Total 
Amount 

$ 294.0 
6.2 
l . l 
0.0 

48.5 
1.346.1 

14.5 
163.4 

1 3 4 
19.4 

134,7 
54,8 
21.3 
10.3 
29.0 
27.8 
18.6 

444.1 
36.9 
53 5 
54.6 

178.9 
0.0 

18.6 
64,4 
75.8 

S 3,1 30.4 

9.4 
0.2 
0 0 
0.0 
1.6 

4 3 0 
0.5 
5.2 
0 4 
0.6 
4.3 
1.7 
0.7 

0 5 
0.9 
0.9 
0.6 

it : 
1.2 
17 
1 : 
5.7 
0.0 
0.6 
..' 1 
2 4 

100.0 

S 20.3 
0,2 
0.2 
0.0 
7.5 

77,0 
2.1 

32.2 
I 5 1 
2 2 

29.9 
0.5 
4 0 
0.0 
1.8 
7.5 
4.0 

29.2 
0.0 
1.1 
0.0 
5.3 
0.0 
8.6 
0.7 

21 7 
$269.3 

0.0 
0.0 
0.0 
0.6 
5.7 
0.2 
2.4 
1.0 
0,2 
2.2 
0.0 
0.3 
0.0 
0.1 
0.6 
0.3 
2.2 
0.0 
0.1 
0.0 
0.4 
0.0 
0.6 
0.1 
1.6 

34.8 

S 314.4 
6 4 
1.6 
0.0 

56.0 
1,423.1 

16.6 
195.7 
26.6 
21.6 

164 6 
55.3 
25.3 
10 5 
508 
55.3 
22.6 

473.3 
36.9 
54.5 
547 

184.2 
0.0 

27.2 
65.2 
97.5 

S 3.399.7 

S 0,6 
12.6 

10.1 
0.0 
0.8 
0.8 

11.7 
29.5 

5 2 
SS. 5 
102 
2 4 
0.0 
I o 
0 2 

12 1 
2.5 
5.3 

25.0 
256.0 

0.0 
$505.1 

0 0 
0.9 

0,7 
0.0 
0,1 
0 1 
0.9 
2.2 
0.4 
6,5 
0.8 
0.2 
0.0 
0.1 
oo 
3.1 
0.2 
0 4 
1 8 

18,0 
0,0 

65.2 

0.6 
12.6 

10.1 
0.0 
0,8 
OS 

11,7 
29.5 

5.2 
88.3 
10 2 
2.4 
0 0 
1 o 
0.1 

42.1 
2.5 
5.3 

25 0 
256.0 

0.0 
505.1 

8.1 
0.1 
0.0 
0.0 
1.4 

36.4 
0.4 
5.0 
0.7 
0.6 
4.2 
1.4 
0,6 

0.3 
0.8 
0.9 
0.6 

12 1 
0.9 
1.4 
14 
4.7 
0.0 
0.7 
1.7 
2.5 

87.1 

$ 1.645 0 
10.8 
32.0 

0 0 
589.5 

4.509.5 
1,980 I 
1,277.9 

326.5 
304.0 

1,132.2 
446 5 
111.0 

52.0 
12 3.6 
261.6 
194 2 

3.884.5 
200.8 
311.1 
371 9 
922.9 

0.7 
167 1 
476.0 
520.6 

S 19.942.3 

0.0 
0.3 

0.3 
0,0 
0 0 
0,0 
0,3 
0.8 
0.1 
2.3 
0.3 
0.1 
0.0 
0.0 
0 0 
1 I 
0 I 
0 I 
0 6 
6.6 
0,0 

12.9 

8.2 
0 1 
0.2 
0.0 
3 0 

22 6 
o o 
6 4 
1.6 
1.5 
5.7 
2.2 
l . l 
0.2 
0 6 
1.3 
1.0 

19.5 
1.0 
1.6 
1.9 
4 6 
0.0 
0.8 
2.4 
2.6 

100.0 

581,2 
3 3 
2.0 
0.1 

32.1 
1,290.5 

57.9 
1 1 3 8 
1.30.5 

15 9 
îo 6 
21.2 
(4.0 
0.7 
8,8 

27.2 
67.1 

572,3 
19,7 
38.4 
41.9 
88.8 

0.0 
37.3 
36.4 

171.2 
3.432.0 

$ 62.5 
86.6 

504 5 
1.4 

85.5 
28,6 

1.269,4 
1.242,1 

75.3 
1.733,8 
1.134,9 

183.6 
12.7 
24.2 

5.7 
571 4 
101 I 

466 1 
541.8 

6,254 8 
13.5 

$ 14,399.1 

3.3 
0.0 
0.0 
0.0 
0.2 
7.2 
0.3 
0.6 
0.7 
0.1 
0.2 
0.1 
0.2 
0.0 
0.0 
0.2 
0 4 
3.2 
0.1 
0.2 
0.2 
0.5 
0.0 
0.2 
0.2 
I 0 

19.2 

S 2.226.2 
14 1 
3 4 0 
0.1 

621.6 
5.800.0 
2.038.0 
1.391.7 

4570 
3199 

1,1719 
467.7 
255.0 

32.7 
132.4 
2888 
261 2 

4.456.8 
220.5 
349.5 
413 8 

1.011 8 
0.7 

204.4 
512.5 
6 9 1 8 

$ 23.374.2 

0.4 
0.5 

1.7 
0 0 
0.5 
0.2 
7.1 
7.0 
0.4 
9.7 
6 4 
1.0 
0 I 
0' 1 
0 0 
3.2 
1.7 
2.6 
3.0 

.55.1 
0,1 

80.8 

S 62 5 
86,6 

.504.3 
1.4 

85.5 
28.6 

1.269,4 
1.242 1 

75,3 
1.7338 
1.1 54 9 

183 6 
12.7 
24.2 

5.7 
571,4 
301.1 
406 1 
341 8 

6,254.8 
13.5 

S 14,399.1 

5 o 

0 0 
111 
0.0 
1.6 

15.4 
5 4 
37 
12 
0 8 
3 I 
i .: 
0 7 
0 1 
0.4 
0.8 
0 7 

I I 8 
0,6 
0,9 
1.1 
2.7 
0 0 
0 1 
1 1 
I s 

61 9 

Total $16,811.9 100.0 $17,056.7 100.0 $33,868.5 100.0 $3,130.4 100.0 $774.5 100.0 $3,904.9 100.0 $19,942.3 100.0 $17,831.1 100.0 $37,773.4 

0.2 
0.2 

0 8 
0,0 
0,2 
0,1 
5.4 
3 3 
0.2 
4 6 
5.0 
0.5 
0.0 
0 I 
0 0 
1 ¡ 
0 8 
1 2 
I 4 

I 6 6 
0 0 

38.1 

100.0 

to 

2 
o 

O 

en 
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STATEMENT OF APPROVED LOANS, 
Ordinary Capital 

1997 

Country 

ARGENTINA 

Project 
Loan 

Number 

Amount 
(Expressed 

in Millions of 
U.S. Dollars) 

BUSINESS DEVELOPMENT SUPPORT 9S9/OC-AR 
SUPPORT VULNERABLE GROUPS 1021/OC-AR 
YOUTH PRODUCTIVITY AND EMPLOYAISIUTY SUPPORT 1031/OC-AR 
SUPPORT FOR FEDERAL PUBLIC REVENUE ADMINISTRATION 1034/OC-AR 
AES PARANA GENERATING FACILITY 1044/OC-AR-
ENVIRONMFNTAL MANAGEMENT OF MANTANZA-RIACHLIELO RIVER BASIN 105WOC-AR 
TECHNICAL EDUCATION REFORM 1060/OC-AR 
INTEGRATED DEVELOPMENT FOR URBAN AREAS 1068/OC-AR 

100 
16.5 

370 
96 
66 ' 

250 

82.5 
260 

BAHAMAS SOLID WASTE MANAGEMEN F 1009/OC-BH 0.8 

ENVIRONMENTAL AND SOCIAL TECHNICAL ASSISTANCE 
LAND ADMINISTRATION 

999/OC-BL 
1017/OC-BL 

2.6 
0.9 

BRAZIL PUBLIC POLICY RESEARCH AND DEVELOPMENT NETWORK 
RIO GRANDE DO SUL STATE ROADS 
STATE ROADS PROGRAM FOR CLARA II 
RIO DE JANEIRO STATE NEIGHBOR] IOOD L5AIXADA VIVA 
Ml 1DLRNIZAT10N OF THE EXECUTIVE BRANCH 
FEDERAL HIGHWAY REHABILITATION AND DECENTRALIZATION 
NORTH-SOUTH ELECTRIC POWER INTERCONNECTION 
TECHNICAL AND VOCATIONAL EDUCATION REFORM 
DOS LAGOS REGION TOLL ROAD 
ITA HYDROELECTRIC POWER PLAN I 

991/OC-BR 
998/OC-BR 
1019/OC-BR 
1037/OC-BR 
1042/OC-BR 
1046/OC-BR 
1051/OC-BR 
1052/OC-BR 
1071/OC-BR4 

1076/OC-BR 

25 
150 
115 
180 
57 

300 
307 
250 

18' 
75 ' 

COLOMBIA CAI.l-t ANDELAR1A-FLOR1DA HIGHWAY 
LAND TITLING AND MODERNIZATION OF THE REGISTRY 
OF DEEDS AND CADASTRE 

ENERGY EFFICIENCY PROGRAM 
STRENGTH 1EN1NG THE SUBNATIONAL FINANCIAI, INFORMATION SYSTEM 
MUNICIPAL DEVELOPMENT PROGRAM II 
DEPARTMENTAL ROAD PROGRAM 

1000/OC-CO 

1027/OC-CO 
1035/OC-CO 
105 5/OC-CO 
1066/OC-CO 
1075/OC-CO 

38.5 
10 
6 

60 

100 

COSTA RICA PRESCHOOL AND LOWER SECONDARY EDUCATION 
STRUCTURAL REFORM 

1010/OC-CR 
1030/OC-CR 

28 
12,7 

DOMINICAN 
REPUBLIC 

HEALTH SECTOR MODERNIZATION AND RESTRUCTURING 
PROPERTY ADJUDICATION AND REGISTRATION 

1047/OC-DR' 
1079/OC-DR* 

61.2 
32 

ECUADOR PRIVATE CONCESSION FOR WATER AND SEWERAGE SERVICES 
IN GUAYAQUIL 

COMPREHENSIVE SERVICES FOR CHILDREN UNDER SIX 
EL NIÑO EMERGENCY PROGRAM 
TAX SYSTEM MODERNIZATION-
HOUSING SUPPORT 

1026/OC-EC 
1056/OC-EC" 
1057/OC-EC 
1062/OC-EC 
1 078/OC-EC 

40 
37.2 
70.8 
15,8 
32 

EL SALVADOR PUBLIC SECTOR MODERNIZATION 
LOCAL DEVELOPMENT PROGRAM 

104I/OC-ES 
1067/OC-ES" 

70 
34.,! 

GUATEMALA INFRASTRUCTURE AND INVESTMENT SECTOR REFORM 

HOUSING PROGRAM 
EDUCATION REFORMS 

1014/OC-GU 
1015/OC-GU 
1048/OC-GU 
1054/OC-GU 

100 
7.7 

60 
15 4 
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STATEMENT OF APPROVED LOANS, 1997 
Ordinary Capital 

Country 

JAMAICA 

Project 

SOCIAL INVESTMENT FU ND 
HEALTH SECTOR REFORM 

Loan 
Number 

l 005/OI -JA" 
1028/OC-JA 

Amount 
(Expressed 

in Millions of 
U.S. Dollars) 

10 
17.7 

MEXICO YUCATAN GAS PIPELINE 
DISTANCE EDUCATION 
SUPPORT FAIR THE NATIONAL BANKING, AND SECURITIES COMMISSION 
ENERGY EFFICIENCY 

TOLL ROAD 
STRENGTHENING AND MODERNIZATION OF ECONOMIC 
AND FISCAL MANAGEMENT 

EDUCATIONAL DEVELOPS!! VI 
RESTRUCTURING THE NATIONAL WATER AND SEWER UTILITY 
FINANCIAL SECTOR 

1043/OC-ME7 

1065/OC-ME 
1069/OC-ME 
1072/OC-MF. 

1003/OC-PN" 

1004/OC-PN 
101.3/OC-PN 
1029/OC-PN 
1073/OC-PN 
1074/Ot -PN 

68 ' 
171 

8 
23.4 

40'' 

11.2 
58.1 
45 

120 
10.1 

PARAGUAY 

PERU 

PRIMARY HEALTH CARE REFORM 
GLOBAL MICROENTERPRISE CREDIT 11 

AGRICULTURAL HEALTH DEVELOPMENT 
NATIONAL CUSTOMS ADMINISTRAI ION QUALITY ASSURANCE SYSTEM 
STRENGTHENING THE NATIONAL LAX 

ADMINISTRATION SERVICE 111 
EL NIÑO EMERGENCY PROGRAM 
IMPROVING At CESS TO THE JUSTICE SYSTEM 

1006/OC-PR' 
1016/OC-PR 

1025/OC-PE 
1036/OC-PE 

L050/OC-PE 
1058/OC-PE 
1061/OC-PE 

39 
20 

45.6 
0.8 

2,7 
150 
20 

I Rl 1,1 \Y 

VENEZUELA 

REGIONAL 

MUNICIPAL DEVELOPMENT PROGRAM III 
CENTRAL GOVERNMENT RESTRUC TURING AND MODERNIZATION 

INTEGRATION CORRIDORS AND PRIMARY ROAD 
IMPROVEMENT PROGRAM 

MONTEVIDEO-PUNTA DEL ESTE TOLL ROAD 
FARM MODERNIZATION AND DEVELOPMENT 

MODERNIZATION AND REI IAB1LITATION OF WATER AND SANITATION 
CIVIL SOCIETY SUPPORT 
SUPPORT I OR THE NATIONAL YOUTH ORCHESTRA 

AND CHOIR SYSTEM 

CENTRAL AMERICAN ELECTRIC. INTERCONNECTION 

MULTISECTOR CREDIT PROGRAM AND INSTITUTIONAL 
SUPPORT FOR THE CENTRAL AMERICAN BANK 

INTER-AMERICAN INVESTMENT CORPORATION 
MULTISECTOR GLOBAJ CREDIT 

BOLIVIA-BRAZIL GAS PIPELINE 

993/OC-UR 
995/OC-UR 
996/OC-UR 

1022/OC-UR 
1038/OC-UR" 
I063/OC-UR 

994/OC-VE 
I045/OC-VE 

1055/OC-VE 

1001/OC-RG1 

1002/OC-RG 

1011/OC-RG 

1049/OC-RG 
1077/OC-RG 

54.6 
.1,05 

10 

123 
12' 
32 

30 
12 

170.6 
9,9 

100 

300 
240 

1 Variable interest rate on outstanding balance is established semi-annually. 
2 Complemented by a "B" loan syndication ol up to %0ó million 
' Direct loan lo private scelor borrowers, without government guarantees 
H Complemented by a "B" loan syndication ol up to S19 million 
1 Complemented by a "13" loan syndication ol up to S300 million 

l'' Interest rale partially subsidized by the Intermediate Financing Facility, 
Complemented by a "B" loan syndication ol up lo S142 million. 

H Complemented by a "B" loan syndication of up to S16 million. 
Complemented by a "B" loan syndication of up to SI 3 million. 
Amounts do not include an additional S70 million from the Spanish 
Qllineenlennial Fund. 
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STATEMENT OF APPROVED LOANS. 1997 
Fund for Special Operations 

Country Project 
Loan 

Number 

Amount 
(Expressed 

in Millions of 
U.S. Dollars) 

ARGENTINA 

BOLIVIA 

ECUADOR 

St PPORT FOR VULNERABLE GROUPS 

DECENTRALIZATION OF THE NATIONAL PUBLIC 
INVESTMENT SYSTEM 

COMPREHENSIVE SERVICES FOR CHILDREN UNDER SIX 

Ci IMPRI ill \M\ I SI R\ ICES I OR I I 111 DRF\ I NDFR MX 
HOUSING SUPPORT 

996/SF-AR 

993/SF-BO 
995/SF-BO 

998/SF-EC 
1002/SF-EC 

7 
20 

7.8 
30 

GUYANA MAIN ROAD AND BRIDGE REHABILITATION 999/SF-GY 

SECONDARY AND TERTIARY ROAD REHABILITATION 
AND MAINTENANCE 991/SF-HA 50 

HONDURAS 

NICARAGUA 

PUERTO CORTES SEWERAGE 
MIDDLE-SCI100L AND ALTERNATIVE BASIC EDUCATION 

REVITALIZATION OF" FOOD AND AGRICULTURAL PRODUCTION 
SOCIAL INFRASTRUCTURE 

997/SF-HO 
1000/SF-HO 

1001/SF-NI 
1003/SF-NI 

13.8 
6.55 

40 

50 



LA PAZ, BOLIVIA. Former shoeshine boy Daniel Paye, 9, is now in school learning to read and write. A program to 
get working children off the streets is being financed by a $2.65 million IDB grant. The program also provides after-
school care, nutritional supplements and other child services. 



INSTITUTIONAL ASPECTS 

Board of Governors 

The Thirty-eighth Annual Meeting of the Board of 
Governors took place in Barcelona, Spain, from March 
17 to 19, 1997. At that time the Board of Governors 
approved the 1996 financial statements of the ordi
nary capital, the Fund for Special Operations, and the 
Intermediate Financing Facility account, and allocated 
to the latter Facility an aggregate amount equivalent 
to $15.5 million in convertible currencies from the 
Fund for Special Operations General Reserve. 

In the course of its deliberations, the Board of 
Governors dealt with issues relating to regional eco
nomic conditions, international trade and integration, 
and progress in fulfilling the mandate given to the 
Bank in the context of the Eighth General Increase in 
Resources. The Governors reviewed the Bank's actions 
in the social sectors and on poverty reduction, and 
welcomed the initiative of Management to set up a 
new fund and devise a strategy for the development 
of indigenous peoples. They also reviewed the lend
ing targets set under the Eighth Replenishment, in
cluding support for the private sector and coordina
tion of efforts to that end within the IDB Group, and 
questions of modernization of the State and strength
ening of civil society, the role of women in develop
ment, environmental protection, and modernization 
of education. 

A particular focus of the Governors' delibera
tions was the scarcity of concessional resources and 
their gradual depletion, and ensuing restrictions on 
commitments. It was decided to convene a meeting 
of the Committee of the Board of Governors to con
tinue consideration of this matter. 

A Special Meeting of the Board of Governors was 
held on November 3 to elect the President of the Bank. 
At this meeting Enrique V Iglesias was reelected to 
serve a five-year term commencing on April 1, 1998. 

The Committee of the Board of Governors is a 

standing committee of the Board of Governors on 
which 14 of its members serve. The Committee met 
twice in 1997: in Barcelona on March 16 in conjunc
tion with the Annual Meeting, and in Washington, 
D.C, on September 9 and 10. In the first meeting the 
Committee considered a progress report on the Eighth 
General Increase in the Resources of the Bank and 
arrived at a consensus on the need for the Bank to 
participate in and make an appropriate contribution 
to the Heavily Indebted Poor Countries Initiative. At 
the second meeting, as had been decided by the Board 
of Governors in Barcelona, the Committee focused 
on the status of concessional resources, and it was 
decided to set up a working group to assess the vari
ous proposals with a view to placing a consensus so
lution before the Committee of the Board. The work
ing group held its first meeting in Madrid on Decem
ber 4 and 5, 1997. 

Board of Executive Directors 

The Board of Executive Directors performs its duties 
on a full-time basis at the Bank's headquarters. Its 14 
members are elected or appointed by the Bank's Gov
ernors, all for terms of three years. Each Executive 
Director shall designate an Alternate Executive Direc
tor, with full authority to act when the principal is 
absent. 

The Board of Executive Directors oversees the 
Bank's operations, approves loan and technical coop
eration proposals placed before it by the President, 
and performs all other functions delegated to it by 
the Board of Governors. 

The Board of Executive Directors held 50 for
mal meetings during the year. In addition to approv
ing the loan and technical cooperation operations 
listed in this report, the Board considered and ap
proved a number of matters, notably the following: 

(i) Financial and budget: 
• Loan charges and lending spread for the first 

half of 1997 
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• Borrowing program from January to June 1997 
• Ordinary capital lending rates, IFF subsidy level, 

and facility fee applicable to Bank guarantees lor the 
first half of 1997 

• Borrowing program for the second half of 1997 
• Administrative budget and capital improvement 

program to address the "Year 2000" computer-systems 
problem 

• Loan charges and lending spread for the sec
ond half of 1997 

• Ordinary capital lending rates, IFF subsidy level, 
and facility fee applicable to Bank guarantees for the 
second hall of 1997 

• Amendments to the investment authorization 
• Intermediate Financing Facility Account. An

nual financial review and subsidy levels for IFF-assisted 
ordinary capital loans. 

• Program and budget proposals of the Bank for 
1998 

(ii) Programming: 
• Action plan for meeting the needs of the Group 

C and D member countries 
• Nonreimbursable technical-cooperation and 

small-projects program for 1997 
• Four country papers: Argentina, Dominican Re

public, Trinidad and Tobago, and Uruguay 
• Regional programming paper for MERCOSUR 
• Allocation of resources of the Intermediate Fi

nancing Facility for the 1997 lending program 
• Report on portfolio management in 1996 
• Heavily Indebted Poor Countries Initiative. 

Guyana — Preliminary document 
• Lending and guarantee program of the Private 

Sector Department for 1997 

(iii) Policy: 
• Microenterprise development strategy 
• Strategy lor poverty reduction 
• Review ol poverty classification of loans under 

the Eighth Replenishment 
• Report on the implementation of the Heavily 

Indebted Poor Countries Initiative. Appro\Tal of the 
Bank's participation in the case of Bolivia 

• Policy and strategy framework for fulfilling the 
mandates of the Eighth General Increase in Resources. 
1997-1999 policy and strategy work program 

• Operational guidelines for IDB private-sector 

infrastructure lending without government guarantees 
• Strategy for higher education in Latin America 

and the Caribbean 

(iv) Evaluation: 
• Evaluation report entitled "Activities for reach

ing the poor (Phase 1) — A review of Bank activities in 
support of children in especially difficult circumstances: 
lessons learned and policy relevance" 

• Evaluation report entitled "The administration 
of water supply and sanitation. The case of five Latin 
American enterprises: policy relevance and aspects for 
consideration" 

• 1997 work plan of the Evaluation Office 
• Second annual report by Management on the 

implementation of recommendations of the Evaluation 
Office 

• Sector summary. Evaluation of social investment 
funds 

• Annual Report of the Evaluation Office for 1996 
• Report on Bank-supported renewable natural 

resource management efforts in watersheds 
• Country program evaluation: Ecuador 
• Country program evaluation: Dominican Re

public 

(v) Agreements: 
• Agreement with the European Union to estab

lish a Special Fund for Financing of Microenterprises 
in Latin America 

• Agreement with the Government of Norway for 
establishment of the Norwegian Fund for Innovation 
in Social Programs 

• Authorization to enter into the Agreement for 
the Administration of the Regional Fund for Agricul
tural Technology, and delegation of authority 

• Framework arrangement between the Nether
lands Minister for Development Cooperation and the 
Inter-American Development Bank 

• Cooperation agreement between the Govern
ment of the Italian Republic and the Inter-American 
Development Bank for the cofinancing of projects and 
programs 

(vi) Other matters: 
• Creation of a Steering Committee of the Board 

of Executive Directors 
• Request for an investigation concerning loans 
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lo the Entidad Binacional Yacyretá in connection with 
lhe Yacyretá hydroelectric project. Approval of the 
basic guidelines for a review 

• Purchase of an additional office building for 
the Bank's headquarters 

• Yacyretá hydroelectric project. Membership of 
the Review Panel 

• Strengthening of the Banks Country Offices. 
Action plan 

• Modilication of procedures for sector loan dis
bursements. 

Committees of the 
Board of Executive 
Directors 

The Board of Execu
tive Directors relies 
on four s tanding 
committees to facili
tate its work, thereby 
ensuring that matters 
placed before it for 
consideration come 
in for thorough analy
sis. All the matters 
listed above were re-
\riewed by a commit
tee before being for
mally submitted to 
the Board. 

The principal 
function of the Steer
ing Committee of the 
Board of Executive 
Directors, set up at 
the beginning of 1997, is to consult and review with 
Management aspects of the preparation and monitor
ing of the work program of the Board of Executive 
Directors and other areas of inieresl to the Board. 

(i) Board Matters and Evaluation Committee: This 
committee is responsible for examining all adminis
trative, budgetary and operating policy matters relat
ing to the workings of the Board of Executive Direc
tors, and senes as liaison between the Board and the 
Evaluation Office for all matters pertaining to the 
Bank's evaluation system. 

The Committee held 15 meetings in 1997 at 

LIMA, PERU. A job retraining program is teaching former maintenance 
workers for the national railroad to repair automotive electrical sys
tems. A $6 million grant from the Multilateral Investment Fund in 1995 
is supporting the program. 

which, in addition to the matters listed above, it con
sidered items relating to the seasonal "bunching" of 
operations, changes to the Banks organization. Board 
recesses, membership of the Committees of the Board 
and a healthy workplace. 

(ii) Budget, Financial Policies, and Audit Commit
tee: This committee examines budgetary planning from 
a medium-term standpoint, budget proposals for the 
year ahead, and reports on budget performance. It 
also analyzes financial issues and policies that bear 
on the Bank's present and future position, as well as 
matters relating to external and internal audits. 

The Committee 
held 27 meetings in 
1997, during which it 
examined budget per
formance, financial 
statements, invest
ment performance, 
advances of funds, re
ports on financial 
markets, asset and li
ability management 
issues, principles of 
p rogramming and 
budgeting, salary in
creases, the training 
program and budget, 
external audits, and 
staffing and principles 
of human resources 
management. In the 
fourth quarter the 
Committee gave spe
cial attention to con
sideration of the Bank's 

program and budget proposals for 1998. 
(iii) Programming Committee: The basic respon

sibility of this committee is to review the Bank's pro
gramming activities from the standpoint ol strategic 
planning and of country targets and regional and 
sectoral objectives. It also analyzes the perlormance 
of lending, technical cooperation and small projects 
programs and portfolio management. 

The Committee held 27 meetings in 1997. In 
addition to the matters listed above, it examined the 
question of concessional resources needs and the FSO 
lending program (1998-2001), the 1997 lending pro-
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BOX 5 

THE INFORMATICS 2000 INITIATIVE 

In early February, 1997, at a meeting held jointly 
with the Global Information Infrastructure Com
mission, the Bank launched the Informatics 2000 
Initiative to help Latin America and the Caribbean 
deploy information technology solutions that will 
stimulate economic growth and social development. 
President Iglesias said at the meeting, "Clearly the 
Information Age, bringing the globalization of mar
kets, makes it imperative for the region to use in
formation technology as a tool to match global pro
ductivity levels. Critical to this is the expansion of 
its capabilities to educate and train its people for 
global competition." Mr. Iglesias emphasized that 
the Bank will focus its financial resources on utiliz
ing information technology to improve the effi
ciency, effectiveness and reach of services to the 
poor "so that they have affordable access to the in
formation and services central to an information-
based economy." 

The Global Information Infrastructure Com
mission (GIIC) at the meeting pledged to encour
age companies from around the world to support 
the IDB Informatics 2000 Initiative and to assist 
the Bank in generating a strategy that will encour
age private sector investment to develop a world 

class information infrastructure m the region. The 
GIIC is composed of 45 CEOs of some of the larg
est global companies in information technology The 
Americas region is coordinated by Electronic Data 
Systems, the Asian region by Mitsubishi and Eu
rope by Siemens. CEOs from the region include 
the President of Telebras, Brazil, the Director Gen
eral of Telecomunicaciones de Mexico, the Presi
dent of RTI Television and TV Cable, Colombia, 
and the President of Jamaica Digiport. 

It is anticipated that most information tech
nology projects will be undertaken solely by the 
private sector, but others will require joint public-
private involvement for program management or 
operations. The IDB may fund either public or pri
vate projects, issue guarantees, or cofinance in 
countries unable to sufficiently access the capital 
markets for funding. 

Ten task forces were established to recom
mend appropriate information technology products 
and services in education, health, agriculture, mod
ernization of government, civil society, affordable 
access, policy frameworks, and infrastructure build-
out. More than 700 people were involved in the 
task forces, coming from the region, from compa-

gram, the problem of the year-end "bunching" of loan 
approvals, and use of the resources of the Intermedi
ate Financing Facility and the Fund lor Special Op
erations. It also considered the country papers for El 
Salvador, Panama and Paraguay. 

(iv) Policy Committee: This committee is respon
sible for examining new policies and those that come 
up for review, and for setting up a work program that 
marks priorities for action in the framework of the 
Bank's policies. It also periodically reviews the policy 
implications of evaluation report lindings. 

The Committee held 20 meetings in 1997. In 
addition to the items listed above, it reviewed matters 
pertaining to adjustment processes and Bank lend
ing, sector reform and institutional adjustment loans, 
a proposed involuntary-resettlement policy, amend
ments to the Bank's procurement policy to make the 
fight against corruption more effective, the Bank's re
sponse to emergencies arising from natural and unex
pected disasters, and a proposed strategy for rural 
poverty reduction. The Committee also reviewed pro
files of an energy strategy and a primary and second-
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nies doing business in the region, and from sup
porting agencies such as PAHO, IICA, ITU, 
UNESCO, UNDP, ORIT and the World Bank. Sev
eral task forces are cosponsored by these agencies, 
some with substantial financial contributions. 

The task forces prepared reports that outlined 
current circumstances in the region, recommended 
appropriate products and services, identified con
straints to their deployment, and suggested appro
priate strategies to enable the region to quickly take 
advantage of these solutions. 

The task force reports were presented at an 
Informatics 2000 Initiative Conference held in Sep
tember at IDB headquarters, attended by over 500 
people. Attendees came from the public, private 
and civil sectors in the region, information tech
nology companies, and multilateral and bilateral 
agencies. Distinguished VIPs attending included 
President José Maria Figueres of Costa Rica, Vice 
President Al Gore of the United States, Vice Presi
dent Jorge Quiroga of Bolivia and 24 different Min
isters or Vice Ministers from the region. 

The task forces are now moving to an imple
mentation stage, having recommended to the con
ference the types of activities they felt should be 
undertaken and the roles the various organizations 

should play. Specific action plans are to be pre
sented, along with funding requirements. Each task 
force hopes to have results, as well as medium term 
programs, for the Summit of the Americas to be 
held in Santiago, Chile in April of 1998. 

In addition, at the urging of the September 
conference, the IDB will provide technical assis
tance for the drafting of regional and national in
formation infrastructure plans. 

The work of the Initiative was supported fi
nancially by seven companies, including: Microsoft, 
Oracle, Sun Microsystems, Hewlett Packard, IBM, 
Lucent Technologies, Intel, and Cisco Systems. A 
number of other companies also contributed finan
cially to various meetings, including Siemens, Sony, 
Mitsubishi, the Cisneros Group, Telebras, Apple 
Computer, Global One and Sprint. The Global In
formation Infrastructure Commission and Carib
bean/Latin American Action provided substantial 
technical support. 

Multilateral agencies involved in the Initia
tive included UNESCO, UNDP, World Bank, ITU, 
PAHO, IICA, several bilateral agencies including 
USAID and CEDA, and a number of foundations, 
including the North-South Center, and the Together 
Foundation. 

ary education strategy, which were to guide Manage
ment in drawing up strategies for those areas. 

Evaluation and Internal Audit 

The Evaluation Office (EVO) is a part of an integrated 
Bank-wide evaluation system. In 1995, the Board of 
Executive Directors approved the role, functions, and 
internal processes of the Bank Evaluation System 
(BES). Its focus is to improve operational performance 
and to strengthen the institutional capacity to learn 

and achieve better results together with its develop
ment partners. The Evaluation Office has responsibil
ity for the conduct of independent evaluations man
dated by the Board of Executive Directors and Man
agement, and for oversight of the BES. 

During 1997, EVO issued a record number of 
reports, most of which dealt with experiences drawn 
from project lending. In comparison, many of the 1996 
reports were policy or strategy oriented. 

Evaluations continued to cover Eighth Replen
ishment topics, particularly in the areas of poverty 
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BOX 6 

DOMESTIC VIOLENCE 

There is mounting evidence that societal violence, 
including domestic violence, are important factors 
inhibiting the ability to achieve sustainable and 
equitable socioeconomic growth. Increasingly, mul
tilateral lending institutions are paying greater at
tention to the levels of violence in developing coun
tries. In March 1997, the Bank cosponsored a meet
ing with the World Bank, the Organization of 
American States, the Pan American Health Organi
zation and UNESCO in Rio de Janeiro on the phe
nomenon of urban criminal violence which dis
cussed conceptual and policy issues emphasizing 
the connections between domestic violence and 
societal violence and potential synergies in their 
proposed solutions. In October 1997, the Bank, 
along with the Pan American Health Organization, 
the Inter-American Commission on Women, the 
Institute for Civil Society and ISIS International, 
cosponsored a conference entitled "Domestic Vio
lence in Latin American and the Caribbean: Costs, 
Programs and Policies", which was held at the 
Bank's headquarters. The conference increased pub
lic awareness of the problem of domestic violence 
against women and its costs in the region, and high

lighted best practice programs that address the 
problem. Through a collaboration with 11 radio 
show hosts, the conference also reached an audi
ence of more than 20 million listeners in the United 
States and Mexico. 

In 1996, the Bank approved its first opera
tion for the prevention and treatment of domestic 
violence against women. The Regional Program for 
the Prevention and Treatment of Domestic Violence 
promotes cooperative actions among service pro
viders (emergency rooms and health posts, police 
stations, civil and criminal courts, counseling and 
advisory services, crisis centers and shelters) to of
fer treatment for women who suffer domestic abuse. 
In 1997, the Bank began the Judicial Education 
Project, which aims to educate judges about 
women's issues in order to enhance the courts' abil
ity to resolve cases of violence against women and 
ensure that women's human and civil rights are 
protected. This program, financed in part by the 
Bank's regional technical cooperation resources, has 
begun operation in five countries (Argentina, Bra
zil, Chile, Ecuador and Uruguay). 

reduction, the environment and public sector reform. 
Evaluations were carried out on projects designed to 
reach the poor; the decentralization of social services 
delivery; productive projects to benefit low-income 
groups; science and technology; financial sector ad
justment and reform; investment sector reform; re
gional technical cooperation; and country program 
evaluation. 

Training sessions in the logical framework ap
proach—a methodology for design, execution, moni
toring and evaluation of projects—were organized in 
the Country Offices and at headquarters. Workshops 

were held in the Country Offices on project monitor
ing and execution, where approved projects were "ret
rofitted" and a number of new projects were designed, 
as part of the training, using the logical framework 
methodology. A seminar was organized at the time of 
the Bank's Annual Meeting which outlined the IDB's 
approach to strengthening borrowing countries capac
ity in evaluation, and the use ol evaluation as an in
strument for improving public administration. 

Evaluation results are led back into the design 
oí new operations by disseminating evaluation stud
ies among Bank staff and borrowers, and by system-
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alically reviewing project design during the project 
cycle. The Office of the Controller plays a key role in 
that review process. During 1997, the Office reviewed 
and commented on operations submitted to manage
ment committees. 

The Office of the Auditor General (AUG) performs 
independent audits and reviews to evaluate the ad
equacy and effectiveness of the Bank's control systems. 
The Office determines and evaluates risk factors asso
ciated with the Bank's control systems and provides 
periodic reviews ol the Bank's financial, accounting, 
operational, administrative and management informa
tion systems and procedures. 

During 1997, the Auditor General's Office con
tinued to coordinate all internal audit efforts with the 
Bank's external auditors lo provide maximum audit 
coverage of Bank activities and to minimize possible 
duplication of efforts. The Office focused on the imple
mentation and upgrade of financial reporting systems 
and on the continued delegation of authority to Coun
try Offices. At headquarters, the emphasis was on the 
Human Resource Information System, Internet and 
NT Domain network security, the Loan Management 
System, private sector lending and systems develop
ment costs. In the Regional Operational Departments 
and in the field, the Office reviewed all key opera
tional disbursement procedures and Country Office 
reporting, and continued its ongoing program of au
diting each Country Office every two years. 

Country Offices 

The Bank's Country Offices are responsible for over
seeing project execution and managing the Bank's port
folio. They are key players in the Bank's overall assis
tance program in the borrowing member countries. In 
1997, the Bank significantly enhanced the capacity ol 
its Country Offices to participate effectively in all phases 
of the project cycle (project preparation to evaluation), 
and to proactively manage the portfolio in execution. 

Management initiated implementation of the rec
ommendations of the Task Force Report on "Strength
ening Country Offices", and the C & D Action Plan1, 
both approved by the Board of Executive Directors in 
1996. These efforts included providing incremental 
resources for contracting additional staff in the Coun
try Offices and training existing staff, as well as for 
the hiring of consultants to improve and accelerate 

project preparation and assist Country Oflices in re
solving project implementation issues. The C & D 
Action Plan also contained resources tor strengthen
ing counterpart executing agencies in project man
agement. In order to use C & D Action Plan resources, 
Country Offices signed agreements with national au
thorities, establishing priorities in terms of sectors to 
be targeted and the desired balance of activities be
tween project execution and project identification. 
Overall, some $5 million in consulting service re
sources were transferred to Country Offices, of which 
some $3 million was utilized for project execution 
activities and the remainder for project preparation. 

An important element of the Country Office 
strengthening exercise relates lo improving the 
complementarity of efforts between headquarters and 
Country Offices in the project cycle. This requires 
greater participation of Country Office staff in project 
preparation work and greater involvement of head
quarters staff in project execution, as well as enhanc
ing the participation o I Country Office staff in techni
cal training. In 1997, over 170 Country Olfice pro
fessionals were able to take part in at least one techni
cal seminar or training program, compared to only 
70 in the previous years. Special emphasis was given 
to training in the social sector and modernization of 
the state areas, as well as in procurement and portfo
lio management policies and practices. 

Professional staff increases in Country Oflices 
reflect recent Bank mandates (more specialists in lhe 
social sectors). The Bank also created the position of 
Project Assistant in the Country Offices, lo relieve sec
tor specialists from routine contract administration 
work and permit them to dedicate more of their time 
to assisting counterparts in the resolution of project 
execution issues. Changes in contract administration 
were initiated and the Loan Management System was 
made operational for loan disbursements. As a result 
of the review of the disbursement process, Country 
Offices now have the authority to approve direct dis-

1 The Bank and the borrowing countries have categorized the coun
tries according to specific economic and social parameters, with 
the region's larger economics making up the A and B country 
groups and the C and D countries comprised ol the smaller and 
limited market countries. In 1996, the Bank developed an Action 
Plan for the C and D countries that would help si lengthen the 
Bank's program in those countries. 
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bursements and authorize payments pertaining to 
approved loans without prior headquarters authori
zation. A special study on staff mobility at the IDB 
was conducted, and the Bank is reviewing its staffing 
strategy and human resources management principles 
to improve overall human resources management, 
including measures to facilitate mobility between 
Country Offices and headquarters. 

To better integrate Bank actions on portfolio is
sues and to assist Country Offices in their primary 
function of portfolio management, the Bank put in 
place a new on-line portfolio management system, and 
trained staff in its use. Dialogue with counterparts on 
portfolio issues has become more systematic, with 
many Country Offices developing closer relationships 
with national counterparts in portfolio execution, and 
systematizing joint periodic reviews of the Bank's port
folio in lhe country. Managerial Portfolio Review Mis
sions also assisted most Country Offices in raising the 
level of discussions to the highest levels of govern
ment, and providing assistance from headquarters staff 
to resolve portfolio issues. 

The Bank will continue to strengthen its Coun
try Offices and streamline contract administration 
procedures along the lines recommended by the Coun
try Office Task Force, in order to better assist borrow
ers in assuring that projects achieve their development 
objectives and to improve the overall Bank lending 
and non-lending services to its clients. 

Special Office in Europe 

The Bank's Paris-based Special Office in Europe (SOE) 
plays a significant role in promoting cooperation be
tween the Bank's regional and nonregional member 
countries. The latter, which doubled their sharehold
ing in the Bank in the last replenishment, are cur
rently showing renewed interest in Latin America and 
the Caribbean: the IDB Annual Meeting in 1997, held 
in Barcelona, attracted record attendance, and major 
conferences on Latin America and the Caribbean were 
held in France, the UK and several other countries. 
European countries and the European Union also set 
up or replenished a number of Bank trust funds in 1997. 
Denmark became the 35th member country of the In
ter-American Investment Corporation. 

SOE activities in 1997 aimed to increase IDB 
participation in nonregional events highlighting Latin 

America and the Caribbean, and to enhance Euro
pean and Israeli involvement in new Bank priority 
areas, particularly in the private sector. SOE helped 
encourage nonregional participation in infrastructure 
financing in Latin America, and promoted contacts 
between small and medium-sized businesses and the 
linking of integration efforts in the two regions. The 
Bank also played a key role in donor group meetings 
held in Europe to discuss financing for Bolivia, Cen
tral America and Guatemala. 

The Israel-Latin America Chamber of Commerce 
signed an agreement in 1997 with the IDB and the 
IIC to carry out joint initiatives aimed at enhancing 
investment opportunities in Latin America and the 
Caribbean. IDB participation in private sector events 
in the nonregional countries increased in 1997. Bank 
business information missions and SOE officials con
ducted several procurement and business seminars in 
11 countries. A number of the meetings highlighted 
MERCOSUR—a theme of great importance to the EU 
in the light of negotiations on a trade cooperation 
agreement between the two groups. 

SOE's outreach program included the organiza
tion of the eighth IDB-OECD Development Center 
Forum on Latin American Perspectives. This met in 
Paris, with the theme of "Democracy, Decentralization 
and Deficits in Latin America". Several innovative ac
tivities linked to new Bank priority areas were under
taken: SOE co-sponsored a Biarritz Latin America meet
ing on the environment and sustainable development; 
addressed a Swedish meeting on human rights and 
democracy in Lalin America; participated in a Paris 
meeting of the International Chamber of Commerce 
which discussed bank guarantees; participated in the 
WTO working party on small and medium-sized busi
nesses; and took part in UNCTAD meetings in Geneva 
on trade and investment, the environment, and new 
technologies and business facilitation. 

Japan Office 

The Bank's Office in Tokyo in 1997 intensified its sup
port of ties between Japan and Latin America and the 
Caribbean through an outreach program that included 
20 business seminars and conferences, work towards 
the creation of a network of Japanese economists and 
social scientists to facilitate exchange with IDB staff, 
university lectures and publications. Three chiefs of 
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TABLE XIV. CONSOLIDATED ADMINISTRATIVE EXPENSES 
(In thousands of U.S. dollars) 

Category 
1995 

Actual 
1996 

Actual 
1997 

Actual 

Board of Governors 

Board of Executive Directors 

Evaluation Office 

Headquarters and Country Offices 

Post-Retirement Benefits 

TOTAL BEFORE REIMBURSEMENT' 

Reimbursement from Funds 
under Administration and IIC 

Total Administrative 

Capital 

$ 1,866.3 

11,322.8 

3,616.5 

248,559.5 

34,000.0 

299,365.0 

(3,724.0) 

295,641.1 

7,899.9 

Í 1,814.9 

13,900.3 

3,517.2 

257,497.1 

34,000.0 

310,729.5 

(2,415.0) 

308,314.6 

9,010.5 

$ 2,103.2 

14,891.0 

3,824.3 

276,531.2 

30,000.0 

327,349.7 

(1,993.6) 

325,356.1 

7.202.7 

Total Administrative and Capital $303,540.9 $317,325.0 $332,558.7 
' Excludes depreciation amounting to S21.5 million in 1995. $12.5 million in 1996, and $12.8 million in 1997; also excludes separation payments amounting to 
$10 million in 1995, and $6.6 million in 1996, and Year 2000 expenses of $2.3 million in 1997. 

state, Carlos Roberto Reina of Honduras; Armando 
Calderón Sol of El Salvador; and José María Figueres 
Olsen of Costa Rica, participated in the office's special 
seminars for Japanese business and the Tokyo diplo
matic community. 

During the year, Japanese enterprises continued 
diversifying their investments across geographical ar
eas, and as a result, Latin America attracted increased 
Japanese direct foreign investment. In this context, 
the office laid the groundwork for a symposium on 
trade and investment promotion for mid-1998. To 
facilitate the participation of Japanese enterprises in 
IDB projects in Latin America and Caribbean the of
fice hired a business match-making consultant. 

Administration 

In 1997, an issues paper on human resources was 
prepared and discussed with senior management and 
the Board of Executive Directors. The paper, "Staffing 
and the Principles of Human Resources Management," 
began the process for a review and redefining of the 
Bank's human resources management policies. The 

paper was followed by a Bankwide survey of staff to 
gauge the degree of satisfaction with services provided 
by the human resources subdepartment of the Ad
ministrative Department. A Future Search Conference 
was held with professionals and support staff from 
different departments, including the Country Offices, 
to jointly develop a common vision and action plan 
for addressing the Bank's human resources needs. 

In line with the recommendation of the Task 
Force on Training and Development and with the 
Board's mandate that learning and training in the or
ganization be increased, the Office of Learning was 
created in 1997. A new learning strategy was prepared 
which places emphasis on improving the performance 
of Bank staff by giving them access to diverse learning 
opportunities; by increasing the level of professional 
and technical training; by providing substantive sup
port and coaching in the identification and use of 
learning opportunities; by initiating programs to dis
seminate understanding of the Bank's mission, cul
ture, policies and procedures; and by supporting 
present and future managers in developing their 
knowledge, skills and competencies. 
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In approving the administrative budget for f 998, 
the Board oí Executive Directors approved lunding 
for establishing a Child Care Center for Bank Staff in 
accordance with the recommendation oí the Task 
Force on Women. 

The first Town Meeting was launched as a fo
rum for a frank and open dialogue between staff and 
management to discuss issues and concerns, as well 
as to exchange ideas about the future of the Bank. An 
ongoing monthly luncheon series between the Presi
dent and stafl, and the weekly meetings between man
agement and the Staff Association are helping to 
strengthen dialogue within the institution. 

The Bank purchased an office building at 1350 
New York Avenue, the building directly adjacent to 
the headquarters building at 1300 New York Avenue. 
Board approval for the purchase was based on a Fa
cilities Master Plan which reallocated space assign
ments in the current headquarters building and the 
vacating and subleasing of the more expensive leased 
space at 1250 H Street. 

With the advent of the year 2000, all public and 
private institutions face potential problems with the 
manner that dates are internally stored and processed 
in computerized systems, ranging from information 
systems to security and building services. At the Bank, 
a special project is in progress to identify instances 
where this "year 2000 problem" can occur, take cor
rective actions and test by 1999. 

An Administrative Budget and Capital Improve
ment Program of $371.1 million has been authorized 
for 1998. Table XIV shows total expenditures for f 995, 
1996 and 1997. In 1997, total expenditures of $332.6 
represented 99.8 percent of the approved budget. At 
year-end 1997, Bank staff funded by the administra
tive budget, excluding the Board of Executive Direc
tors and the Evaluation Office, totaled 1,706, of whom 
1,149 staff were in professional grades and 557 in 
administrative. Of this total, 483 staff were assigned 
to Country Offices. 

In line with the recommendation of the Task 
Force on Women, progress continued to be made in 
the recruitment of women. At year's end, there were 
385 professional women at the Bank, comprising 33 
percent of all professional staff. 

Cultural Heritage 

The Bank is expanding its activities to strengthen the 
capacity of countries lo protect and develop their cul
tural heritage by financing heritage preservation and 
cultural development projects that show a clear con
tribution to socioeconomic development. In addition, 
the Bank is increasing staff awareness about the im
pact of project financing on cultural herilage. It also 
maintains a cultural center at headquarters and sup
ports cultural activities in the Country Offices. 

The Bank is pioneering activities in this new field 
in response to an increasing interest in the role played 
by culture in the socioeconomic development pro
cess. IDB activities are coordinated with those of 
UNESCO, the World Bank and private foundations. 

Throughout Latin America and the Caribbean, 
there is a growing realization oí the development value 
of the unique stock of the regions cultural artifacts 
and buildings. Several countries have approached the 
Bank with cultural development and heritage conser
vation projects that have a direct bearing on the so
cioeconomic development process. Responding to 
these demands, the Bank is focusing on three areas of 
heritage preservation and development including in
vestment projects to finance the preservation of ur
ban cultural herilage; projects for the development of 
cultural activities associated with the solution of so
cial problems; and programs for the rationalization of 
public expenditures in cultural development and heri
tage preservation. 

In the first area, the IDB is building on the expe
rience gained from a previous project lhat financed 
the rehabilitation of the historic center of Quito. The 
Bank is currently promoting public-private partner
ships for the rehabilitation and redeployment of build
ings and sites of historic and architectural significance 
in Argentina, Brazil and Uruguay. In the second area 
of emphasis, a loan to the Government of Venezuela 
was approved in 1997 to finance infrastructure and 
technical cooperation to expand and improve the ac
tivities of the Center of Social Action for Music. This 
program will rely on musical education to improve 
the lives of low-income children and adolescents and 
offer artistic and intellectual opportunities that they 
normally would not be able to afford. Finally, pro
grams to rationalize public expenditures in cultural 
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development and heritage preservation are being pur
sued as an integral part of the urban heritage projects 
under preparation and as part of a loan to a large 
municipality. 

At headquarters, lhe Bank sponsored 34 cultural 
events in 1997 including art exhibitions, concerts and 
music workshops, and lectures. 

There were four major 
art exhibitions, including a 
design exhibi t ion from 
Barcelona; a large show of 
20th century sculpture from 
Brazil; pre-Columbian and 
contemporary ritual objects 
and paintings from the Do
minican Republic; and paint
ing and sculpture from Ja
maica. A series of eleven lec
tures and workshops in
cluded among others, poets, 
an architect, theater and op
era artists and contemporary 
design. Thirteen concerts 
and four musical workshops 
were held at the Bank dur
ing the year. 

The Centers Cultural 
Promotion in the Field pro
gram reviewed 52 proposals 
recommended by the Coun
try Offices, and awarded fi
nancial suppor t to 11 
projects. Areas funded in
cluded conservation of mu
seum and libran- collections, 
a youth orchestra, children's 
theater, and literary work
shops and competitions. 

Funds in Administration 

MEXICO CITY, MEXICO. Student conducts heat ex
periments in a science laboratory at the National Au
tonomous University of Mexico. The lab was equipped 
through a science and technology program financed 
by a $180 million IDB loan in 1993. The financing 
helped the university upgrade its study programs and 
modernize and expand labs, libraries, workshops and 
computer centers. 

Trust funds are an important 
source oí additional financ
ing for projects, particularly projects benefitting low-
income people. The first trust fund, created in 1961, 
was entrusted to the Bank by the United States. Other 
funds include the Venezuelan Trust Fund, the Swedish 

Fund for Small Projects, the Spanish Quincentennial 
Fund, the Japan Special Fund, and the Norwegian 
Fund lor Innovation in Social Programs. By 1997, 19 
countries had established 37 trust funds with the Bank. 

Japan established the Japan Special Fund (JSF) in 
1988 to finance nonreimbursable technical coopera
tion, primarily for project preparation. The fund fo

cuses on operations for eco
nomic infrastructure and the 
protection and improvement 
of the environment. It is the 
largest source of nonreim
bursable technical coopera
tion and its resources are not 
tied. In 1997, the Japanese 
Government contributed 1.4 
billion yen (approximately 
$11.8 million) to the JSF. 
Total contr ibut ions have 
reached 22 billion yen (ap
proximately $168.5 mil
lion). 

The Bank established 
the Japan-IDB Scholarship 
Program with grant funding 
from Japan to help develop 
human resources in the re
gion. The program offers op
portunities lo selected indi
viduals to undertake gradu
ate studies at universities in 
member countries in the so
cial sciences, management, 
engineering, and other de
velopment-related fields. 
The program provided 
scholarships for 58 recipi
ents for the 1997-98 aca
demic year. Cumulative re
sources totaled 1,149 mil
lion yen (approximately 
$8.8 million) as of the end 
of 1997. Since the 

program's inception, 208 scholarships have been 
awarded. 

The Program for the Development of Technical 
Cooperation among Member Countries of the Bank 
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TABLE XV. FUNDS IN ADMINISTRATION 

Name 

Amount 
Date Entrusted Contributed1 

Established by Currency (millions) 
Sector Concentration 

or Purpose 
Social Progress Trust Fund I96l USA USD 

Venezuelan Trust Fund 1975 Venezuela USD 
VBO 

Japan Special Fund 1988 Japan JPY 

IDB Graduate Scholarship Program 1991 Japan JPY 

Japanese Trust Fund for 1995 Japan JPY 
Consultancy Services 

Spanish Quincenlennial Fund 1990 Spain XEU 

Swedish Trust Fund for Consulting 1991 Sweden USD 
Services and Training Activities 

Trust Fund for Belgian Consultants 1991 Belgium BEF 

Portuguese Technical 1991 Portugal PTE 
Cooperation Fund 

Italian Individual Consultant 1992 Italy USD 
Trust Fund 

Italian Consulting Firms and 1992 Italy USD 
Specialized Institutions 

Israeli Consultant Trust Fund 1992 Israel USD 
(Bank of Israel) 

Austrian Technical Cooperation 1992 Austria USD 
Trust Fund 

Norwegian Fund for Women 1993 Norway USD 
in Development 

Environmental Technical Cooperation 1993 The Netherlands NLG 
Trust Fund from the Netherlands 

Danish Consultants Fund 1994 

Norwegian Technical Cooperation 1994 
Trust Fund for Consulting Sendees 

Canadian Technical Cooperation 
Program 

1994 

Spanish Fund for Consultants (ICEX) 1994 

Denmark 

Norway 

Canada 

Spain 

USD 

USD 

CAD 

ESP 

525 Agriculture, sanitation, education, 
social. 

400 Integration, natural resources, 
430 industry, exports. 

equivalent to Technical assistance, small projects, 
USD 168.5 emergency assistance. 

equivalent to 
USD 8.8 Scholarship for advanced studies. 

equivalent to All sectors of activities for the 
USD 7.1 preparation and implementation 

of projects. 

equivalent to Technical education, agriculture, 
USD 62.2 health, communications, 

urban development 

10.6 Consulting and training in areas of 
social and economic development. 

equivalent to Technical assistance in support of 
USD 1.8 the preparation of economic and 

private sector development projects. 

equivalent to Technical assistance, scholarships 
USD 1.2 and training. 

1.5 Short-term consultancy for 
development projects. 

6.9 Sector studies and special programs. 

0.3 Preparation and appraisal of economic 
and social development projects. 

0.45 Preparation, execution and 
supervision of projects. 

3.1 Technical assistance, studies, training 
and seminars under the Women 
in Development Program. 

equivalent to Technical assistance for 
USD 1.8 environmental activities. 

5.8 Prefeasibility and feasibility studies 
in infrastructure, environment, 
health and education. 

3.0 Prefeasibility and feasibility studies 
in infrastructure, environment, 
health and education. 

equivalent to Consultancy services in all sectors 
USD 5.4 with emphasis on social reform. 

equivalent to All sectors, preferably in agroindustry 
USD 2.2 and industrial restructuring. 



INSTITUTIONAL ASPECTS 111 

TABLE XV. (cont.) 

Name 

Amount 
Date Entrusted Contributed1 

Established by Currency (millions) 
Sector Concentration 

or Purpose 
United Kingdom Fund 
for Consulting Services 

Swiss Consultants Fund 

USTDA-1DB Evergreen Fund for 
Technical Assistance 

Finnish Technical Cooperation 
Trust Fund for Consulting Services 

1994 United Kingdom 

1994 

1995 

1997 

French Technical Cooperation 1997 
for Consultancy and Training Activities 

Norwegian Fund for Innovation 1997 
in Social Programs 

USDOE Sustainable Markets 1997 
for Sustainable Energy Fund 

European Special Fund for 1997 
Technical Assistance in Latin America 

Norwegian Development Fund 1987 
for Latin America 

Switzerland 

USA 

Finland 

France 

Norway 

USA 

European 
Union 

Norway 

Special Fund for the Financing 
of Small Productive Projects 

1991 Commission of the 
European Union 

Swedish Funds for Small Projects in 1992 
Latin America and Bolivia 

Sweden 

GBP 

USD 

USD 

USD 

USD 

USD 

USD 

XEU 

USD 

XEU 

USD 

equivalent to 
USD 0.33 

3.3 

2.9 

0.7 

3.5 

0.7 

0.2 

equivalent to 
USD 1.5 

2.0 

equivalent to 
USD 8.8 

8.9 

All sectors of activities, particularly 
for project assessment and 
technical support studies. 

Activities sponsored by the Bank and 
the Bolivar Program. 

All sectors of the Bank, preferably in 
support of infrastructure and 
industrial projects. 

All sectors, activities include project 
identification, preparation, 
implementation and training 
services policy, sector studies. 

Consultancy services and training 
activities in all sectors sponsored 
by the Bank. 

Technical cooperation for social 
sector programs in poorest 
countries of IDB Region 2. 

Financing of studies for the creation 
of sustainable markets for 
sustainable energy. 

Improve preparation of projects, 
transfer of technology and 
development of human resources. 

Low-income groups, health, education, 
agriculture, small-scale industry. 

Small projects and technical 
assistance. 

Small projects financing for low-
income groups. 

1 Figures represent gross contributions and do not reflect balances on hand. 
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(TC/Funds Program) was established in 1991 for the 
purpose of financing short and medium-term assign
ments of consultants, and activities such as training 
seminars and workshops. 

The Program has expanded to 24 lunds totaling 
$75 million and 5 agreements in-kind. Contributions 
have been donated by all but three oí the non-bor
rowing donor member countries of the Bank. Prior lo 
1997, Funds had been established by Austria, Bel
gium, Canada, Denmark, the European Union, Israel, 
Italy, Japan, the Netherlands, Norway, Portugal, Spain, 
Sweden, Switzerland, the United States and the United 
Kingdom. During 1997, five new funds were estab
lished by the European Union, France, Finland, Nor
way and the United States. 

The relative importance of the Program for the 
financing of non-reimbursable technical cooperation 
has been increasing as the Bank's concessional re
sources have become limited. The willingness of some 
donors to provide assistance to Country Offices and 
project preparation and implementation activities is 
perceived as important support in a period of bud
getary restrictions. The Programs substantial dedica
tion of resources to the funding of regional technical 
cooperation is also a significant contribution. 

Bilateral contributions from donors to support 
specific projects have been increasingly channeled 
through the Trust Funds. They include, among oth
ers, Norway's "Innovation of Social Projects for Cen
tral America", "Role of Rural Women in Consolidat
ing Democracy in Guatemala", and "Support for Peace 
Process in Colombia"; the United States' "Sustainable 
Markets for Sustainable Energy"; Denmark's "Social 
Policy Dialogue" and "Domestic Violence"; Finland's 
"Domestic Violence"; and Sweden's "Support to the 
Social Investment Fund". 

Resources of the funds were used for 125 new 
technical cooperation projects for $12.3 million in 
1997. 

Multilateral Investment Fund 

The Multilateral Investment Fund (MIF) was launched 
in 1993 to promote private sector development and 
private investment in Latin America and the Carib
bean. MIF financing is available for countries that are 
borrowing member countries of the IDB or of the Car
ibbean Development Bank. During 1997, 47 projects 

MULTILATERAL INVESTMENT FUND SUMMARY 
FINANCIAL INFORMATION 
(In thousands of U.S. dollars) 

December 31, 
1997 1996 

Assets 
Cash and investments $ 47,093 $ 88,449 
Receivable from donors 999,306 1,070,844 
Other assets 163 43 

Total assets $U)46,562 $1,159,336 

Liabilities 
Undisbursed grants and other 

financings 
Undisbursed loans and equity 

investments 
Other liabilities 

Fund balance 
Contribution quotas authorized and 

subscribed 
Accumulated excess of expenses over 

income 

$ 167,927 S 146,012 

20,212 14,616 
2,917 6,284 

166,912 191,056 

1,145,625 1,145,625 

J-2Î9A1?) (153,201) 
992,424 855,506 

Total liabilities and fund balance $1,046,562 $1,159,336 

Years ended 
December 31, 

Income 
Direct expenses 

Grants and other financings 
Loans and equity investments 

Total direct expenses 

Administrative expenses 
Total expenses 

Excess of expenses over income 

Accumulated excess of expenses over 
income beginning of the year 

Translation adjustments 
Accumulated excess of expenses over 

income end of the year 

1997 
$ 1,741 

51,908 
9,250 

61,158 

6,443 
67,601 

(65,860) 

(153,201) 
(71,058) 

1996 
$ 1,655 

61,976 
14,230 
76,206 

5,735 
81,941 

(80,286) 

4,777 
(77,692) 

$(290,119) $(153,201) 

were approved lor a total of $61.6 million. On a cu
mulative basis, the MIF has approved 184 projects 
totaling $274.7 million. 

The need for a flexible innovative mechanism to 
address the economic, social, and institutional changes 
sweeping the region in the late 1980s and early 1990s 
brought about the concept of a fund to help promote 
and accelerate investment reforms, privatization of 
state enterprises and in general, private sector devel
opment in the region. 

MIF was developed as part development insti
tution and part venture capital fund. MIF's mission is 
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BOX 7 

TRANSPARENCY AND CONSULTATION IN LOAN OPERATIONS 

In October 1994, the Board of Executive Directors 
approved the Bank's Information Disclosure Policy. 
The Policy established a presumption that a vari
ety of project-related and other documents would 
be available to the public, reversing the longstand
ing opposite principle that IDB documents were 
by definition confidential and could only be made 
available on a case-by-case basis. In March 1995, 
the Bank opened its Public Information Center 
(PIC) at headquarters and began to make electronic 
versions of project-related and other kinds of docu
ments available via the IDB website (www.iadb.org). 
Mini-PlCs have also been established in each Coun
try Office, thereby creating an outlet for disclosure 
of documents to local populations. Together with 
initiatives such as the formation of civil society 
advisory groups in Argentina, Colombia, Guatemala 
and Mexico, and the consultation of drafts of IDB 
country- and sector-based strategy papers with in
terested local and international groups, the timely 
availability of information has made project devel
opment and execution more participatory, and 
transparent. Inevitably, it has also improved the 
sense of "ownership" and technical soundness of 
projects as well. 

In the three years since the Information Dis

closure Policy was first implemented, growth in the 
use of the PICs and the operations-related material 
on the Bank's website has been extremely rapid. In 
1997 alone, the Centers in Latin America, the Car
ibbean and headquarters have accommodated 
20,000 requests for information on proposed and 
approved IDB project financings. A record num
ber of hits have been logged in the Projects and 
Business Opportunities directories on the IDB 
website, where operations documents and notices 
are posted. 

An analysis of the PIC user statistics offers 
some interesting conclusions. First, more than half 
of the consumers of the information on hand at 
the PIC, primarily the project documents, are from 
the private sector. Roughly one-third are from non
governmental organizations, academia and the 
media. Each of these "stakeholders" has, by means 
of these tools, opened a door not just to the Bank, 
but also to its borrowers, who are the owners of 
the projects in which the IDB participates—and 
who are therefore more mindful than anyone else 
of the need to maximize and sustain for their citi
zens the benefits of the schools, roads, health clin
ics, water systems and governmental reforms that 
are being carried out. 

to promote and facilitate increased levels of both for
eign and domestic investment, and to provide broad 
support to an expanding private sector in the region. 
MIF's programs strengthen the framework for private 
sector growth, invest in people, encourage active part
nerships and build networks, and promote innovations 
and demonstration projects throughout lhe region. 

The MIF has three separate programs to achieve 
its objectives: Technical Cooperation, Human Re
sources Development, and Small Enterprise Develop
ment. These programs provide financing to (t) identify 

and implement policy reforms to encourage private 
investment and improve the business climate in the 
region; (ii) develop the skills and capabilities of the 
region's workforce; and (iii) broaden the participation 
of smaller enterprises in the regional economy. 

MIF's financial assistance is primarily in the form 
of grants. Additionally, a Small Enterprise Investment 
Fund (SEIF) was established to make loans or equity 
and quasi-equity investments in small enterprises, 
principally through funds or intermediaries which 
invest in such enterprises. 

http://www.iadb.org
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BOX 8 

GUARANTEES WITHOUT GOVERNMENT COUNTER-GUARANTEE 

In 1997, the Bank approved, closed and facilitated 
a disbursement of the first private sector financing 
to receive a guarantee from the Bank (up to $31.3 
million) without a government counter-guarantee. 
The Río Bogotá water treatment project and its pri
vate financing parties benefitted from a Bank guar
antee of currency convertibility/transferability and 
a guarantee of termination payment obligations of 
the municipality of Bogotá as outlined in the con
cession documents. 

Under a 30-year concession granted by the 
District of Bogotá, Lyonnaise des Eaux and 
Degremont of France will build a series of waste
water treatment plants to treat wastewater origi
nating in Bogotá. The project consists of the con
struction and operation of the first plant to be built 
at the juncture of the Salitre and Bogotá rivers. The 
District, as offtaker, will pay a tariff to the project 
company for each cubic meter of water treated. If 
the concession is terminated for any reason, the 
District is obligated to provide a lump-sum termi
nation payment to the project company. The par
tial risk guarantee covers a portion of this payment 

and will also cover events of currency inconvert
ibility and non-transferability. The $125 million 
project is being financed with sponsor equity con
tributions and $ 100 million in senior debt provided 
through private placement of securities to institu
tional investors. 

The IDB guarantee provided the missing com
ponent to Rio Bogota's financial structure that made 
the project bankable by successfully isolating 
project risks not readily accepted in the private 
market. Furthermore, the project sponsors used the 
guarantee as a tool to access capital markets in or
der to diversify funding sources. In addition to be
ing the Bank's first guarantee, this transaction rep
resented the first wastewater treatment project to 
be financed in the capital markets worldwide. The 
Río Bogotá transaction will serve as a model for the 
financing of similar projects throughout the Region. 

Other transactions which expect to utilize the 
guarantee are currently being processed. There 
appears to be strong demand for this product and 
it holds significant promise as a tool to facilitate 
private investment into the region. 

Distribution of MIF funds by program has been 
as follows: Technical Cooperation-26 percent; Human 
Resource Development-34 percent; and Small Enter
prise Development-26 percent. Equity investment 
projects funded through the Small Enterprise Invest
ment Fund (SEIF) account for 14 percent of the total. 

In 1997, the Technical Cooperation program 
continued to focus on the financial and the infrastruc
ture sectors (energy, water, telecommunications and 
transportation). Other projects included establishment 
of mediation and arbitration mechanisms, as well as 
the introduction of projects supporting increased busi

ness competition in the region. Seventeen projects 
totaling $16.7 million were approved. 

The Human Resources Development facility in 
1997 focused on a number of training areas includ
ing: modernization of labor relations; basic skills and 
certification projects for youth and low-income popu
lations; programs to improve the competitiveness of 
the private sector training market; and projects de
signed to make labor more productive through the de
sign and adaptation of competency-based occupational 
standards and credentialing processes. A total of 17 
projects amounting to $19.8 million were approved. 
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The Small Enterprise Development window ap
proved nine projects for $15.9 million. Five projects 
supported microenterprises, including an innovative 
voucher program and a regional training program for 
microfinance institutions; and four technical assistance 
projects were designed for small- and/or medium-size 
enterprises. 

The Small Enterprise Investment Fund financed 
three projects for $9.3 million, including a first-time 
direct loan to a commercial bank in Panama which 
will expand financing to small and microenterprises, 
and two venture capital funds, one regional and one 
in Mexico, with an emphasis on the environmental 
sector. 

Of the $274.7 million in MIF operations ap
proved through December 31, 1997, 31.5 percent 
($86.6 million) has been disbursed. 

As of December 3f, 1997, 24 countries had for
mally committed to make contributions to the MIF 
Japan and the United States are the largest donors, 
committing $500 million each. Spain is the third larg
est donor with a contribution of $50 million followed 
by Argentina, Brazil and Mexico, each with a contri
bution of $20 million. 

Inter-American Investment Corporation 

The Inter-American Investment Corporation (IIC) began 
operations in 1989. As a member of the Inter-Ameri
can Development Bank Group, it promotes the eco
nomic development of its Latin American and Carib
bean member countries by providing financing for 
small and medium-size private enterprise in the re
gion. The IIC has thirty-five member countries, 
twenty-four of which are in Latin America or the Car
ibbean. The newest member is Denmark, which joined 
the UCin 1997. 

The IIC finances projects proposed by small and 
medium-size private companies that do not have ac
cess to other suitable sources of equity capital or long-
term loans. The IIC lends to and invests in these com
panies directly, or indirectly through financial inter
mediaries or venture capital funds, and does not re
quire sovereign guarantees. To be eligible for IIC fund
ing, projects must contribute to economic and devel
opmental goals, such as job creation, broadening capi
tal ownership, generating net foreign currency income, 
facilitating the transfer of resources and technology, 

fostering local savings, or promoting the economic 
integration of Latin America and the Caribbean. 

In 1997 the IIC's Board of Directors approved 
25 transactions. These approvals—operations located 
in eleven countries plus five that are regional in 
scope—totaled $150 million. Forty percent of the 
funds approved were for equity investments and 60 
percent were for loans. Seven of the equity invest
ments are for developmentally-oriented country or 
regional investment funds with a total capitalization 
of $570 million, thus leveraging the IIC's equity in
vestments by a factor of fourteen to one. The total 
cost of the projects amounted to approximately $975 
million. As they are implemented, these projects will 
create 7,300 jobs and generate annually $2 billion in 
value added and $740 million in foreign currency in
come in the IIC's borrowing countries. 

Since it began operations the Inter-American In
vestment Corporation has provided or mobilized fund
ing for more than one thousand small and medium-
size private companies in the productive and service 
sectors in Latin America and lhe Caribbean. Projects 
with an aggregate cost in excess of $3 billion have 
been or will be undertaken due to the $570 million 
in funding provided by the IIC, plus $350 million in 
funds that the Corporation has mobilized through 
cofinancing arrangements. For each dollar that the IIC 
has invested, six dollars are going to companies that 
are creatingjobs and generating foreign currency and 
domestic and regional wealth. IIC-funded projects 
have resulted in $500 million in exports of capital 
goods and services from non-borrowing member 
countries. By December 31, 1997, the IIC had dis
bursed ninety percent of ils aggregate commitments. 

The IIC is examining new financial instruments, 
such as guarantee mechanisms, revolving lines, and 
agency lines ot credit to help overcome the shortage of 
funding thai continues to hinder the development of 
small and medium-size enterprise in its target market. 

A more detailed review of the Corporation's ac
tivities in 1997 appears in its Annual Report, which is 
published separately. 
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TABLE XVI . CAPITAL OF THE BANK 
(In thousands of U.S. dollars)" 

country 
Subscriptions as of December 31,1997 

Future commitments f rom 
the 8th General Increase 

Paid-in Callable Subtotal Paid-in callable Subtotal Grand Total 

Argentina 
Austria 
Bahamas 
Barbados 
Belgium 
Belize 

$438,096 
5,465 

11,533 
5,634 

11,617 
7,202 

$9,155,687 
117,667 
173,919 
109.114 
247.168 

90,633 

1,593,782 
123,131 
185,451 
114,747 
258,785 

97,834 

$27,022 
1,436 

0 
0 

2,618 
0 

$1,238,142 
36,021 
24,429 
15,140 
69,594 
12,884 

51,265,165 
37,457 
24,429 
15,140 
72,212 
12,884 

$10,858,947 
160,588 
209,880 
129,887 
330.996 
110.718 

Bolivia 
Brazil 
Canada 
Chile 
Colombia 
Costa Rica 

France 
Germany 
Guatemala 
Guyana 
Haiti 
Honduras 

35,153 
438,096 
165,583 
120,297 
120,272 

17,588 

734,953 
9,155,687 
3,416,991 
2,513.995 
2,513,549 

367,380 

770,105 
9,593,782 
3,582,574 
2,634,292 
2,633,821 

384,968 

2,171 
27,022 
8,095 
7,419 
7,443 
1,074 

99,403 
1,238,142 

449,218 
339,923 
340,370 
49,701 

101,574 
1,265,165 

457,313 
347,342 
347,813 

50,775 

65,504 
65,758 
23,451 

7,793 
17,588 
17,588 

1,406,029 
1,410,541 
490,475 
134,942 
367,380 
367,380 

1,471,534 
1,476,299 
513,926 
142,735 
384,968 
384,968 

16,768 
16,515 
1,460 

0 
1,074 
1,074 

425,417 
420,905 
66,313 
18,831 
49,701 
49,701 

442,185 
437,420 
67,772 
18,831 
50,775 
50,775 

871,679 
10,858,947 
4,039,887 
2,981,634 
2,981,634 
435,743 

Croatia 1,665 35,273 36,938 422 11,110 11,533 48,471 
Denmark 5,103 105,989 111,092 2,244 57.446 59,690 170,782 
Dominican Republic 23,451 490,475 513,926 1,460 66,313 67,772 581,699 
Ecuador 23.451 490,475 513,926 1,460 66,313 67,772 581,699 
El Salvador 17,588 367,380 384,968 1,074 49,70] 50,775 435,743 
Finland 5,465 117,667 123,131 1,436 36,021 37,457 160,588 

1,913,719 
1,913,719 
581,699 
161,566 
435,743 
435,743 

Israel 
Italy 
Jamaica 
Japan 
Mexico 
Netherlands 

5,404 
65,504 
23,451 

156,632 
281,609 

11,388 

116,026 
1,406,029 

490,475 
3,428,560 
5,885,399 

245,238 

121,431 
1,471,534 

513,926 
3,585,192 
6,167,008 

256,625 

1,399 
16,768 

1,460 
60,474 
17,371 
3,245 

35,515 
425,417 
66,313 

1,404,594 
795,909 
80,403 

36,914 
442,185 
67,772 

1,465,068 
813,280 
83,648 

158,345 
1,913,719 

581,699 
5,050,259 
6,980,288 

340,273 

Nicaragua 
Norway 
Panama 
Paraguay 
Peru 
Portugal 

United Kingdom 
United States 
Uruguay 
Venezuela 

17,588 
5,103 

17,588 
17,588 
58,652 

1,810 

367,380 
105,989 
367,380 
367,380 

1,225,500 
39,327 

384,968 
111,092 
384,968 
384,968 

1,284,152 
41,136 

1,074 
2,244 
1,074 
1,074 
3,583 

507 

49,701 
57,446 
49,701 
49,701 

165.245 
12,329 

50,775 
59,690 
50,775 
50,775 

168,828 
12,835 

38,531 
1,251,798 

46,999 
237,312 

805,029 
25,999,266 

981,577 
4,902,675 

843,560 
27,251,065 

1,028,576 
5,139,987 

3,245 
51,221 
2,871 

12,027 

124,917 
3,007,438 

132,758 
665,781 

128,162 
3.058.659 

135,629 
677,808 

435,743 
170,782 
435,743 
435,743 

1,452,980 
53,972 

Slovenia 1,013 21,220 22,233 253 6,876 7,129 29,362 
Spain 65,504 1,406,029 1,471,534 16,768 425,417 442,185 1,913,719 
Suriname 5,718 72,549 78,268 0 10,302 10,302 88,570 
Sweden 9,832 204,644 214,476 4,307 110,163 114,470 328,946 
Switzerland 15,972 344,170 360,142 4,4.39 110,079 114,518 474,660 
Trinidad and Tobago 17.588 367,380 384,968 1,074 49,701 50,775 435,743 

971,722 
30.309,724 

1,164,206 
5,817,795 

Subtotal 
Unallocated 

4,003,527 
1,363 

83,529,969 
22,317 

87,533,496 
23,680b 

335,762 13,066,446 13,402,208 100,935,704 

Total $4,004,890 $83,552,286 $87,557,176 $335,762 $13,066,446 $13,402,208 $100,935,704 

* Data are rounded to the nearest one thousand: detail may not add up to subtotals, totals and grand totals because oí rounding. 
b Total unallocated amount of $23,680 consists of 1,963 shares (113 paid-in and 1,850 callable) penaining to the remainder of the former Social Federal Republic of 
Yugoslavia. There are no future commitments for previously authorized shares to Yugoslavia's successors. 
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FINANCIAL MATTERS 

Highlights 

The Bank's ordinary capital loan portfolio was fully 
performing during 1997. Ordinary capiial operations, 
which have been profitable every year since the in
ception of the institution, generated net income in 
Í997 of $41 5 million, compared with $364.4 million 
in 1996. The interest coverage ratio for 1997 was 1.23 
times. Total ordinary capital reserves amounted to $6.3 
billion as of December 31,1997, compared with $6.07 
billion the previous year. The reserve to loan ratio at 
the end ol 1997 was 23.8 percent. 

Total income for the year amounted to $2,501 
million, compared to $2,445 million in 1996. The 
Bank was conservative in its approach to the manage
ment ol ils investment portfolio during 1997, due to 
persistent volatility in international capital markets. 
The main objectives were to genérale as much income 
as feasible, while safeguarding the Bank's capital base. 
Although low yields continued to be the norm 
throughout the year, particularly in the Japanese and 
Swiss markets, the slightly higher yields in U.S. dol
lar instrumenls, coupled with some capital gains, led 
to an increase in investment income, which reached 
$455 million, compared to $431 million in 1996. 

The Bank set its lending spread at 0.5 percent 
during lhe first and second semesters of 1997, a level 
similar to that ol lhe previous year. With regard to 
other loan charges, lhe inspection and supervision fee, 
which had been reinstated to its full one percent level 
during lhe second semester of 1996 after having been 
waived during the first semester, was adjusted down
wards by 0.3 percentage points during lhe first se
mester of 19e)7; however, 0.15 percentage points had 
to be restored during the second semester, but at 0.85 
percent remained below lhe lull one percent fee. The 
credit commission remained steady at 0.75 percent 
during both semesters of 1997. 

The loan portfolio of the Fund for Special Op
erations (FSO) was also fully performing during 1997. 
FSO operations generated net income before techni
cal cooperation expenses of $76.6 million, compared 
to $81.6 million in 1996. Total FSO reserves as ol 
December 31, 1997 stood at $598.3 million, com
pared with $628.5 million at the end of 1996. 

TABLE XVII. CONTRIBUTION QUOTAS TO THE 
FUND FOR SPECIAL OPERATIONS 
(In thousands of U.S. dollars) 

Country 
Argentina 
Austria 
Bahamas 
Barbados 
Belgium 
Belize 
Bolivia 

Brazil 
Canada 
Chile 
Colombia 
Costa Rica 
Croatia 
Denmark 

Dominican Republic 
Ecuador 
El Salvador 
Finland 
France 
Germany 
Guatemala 

Guyana 
Haiti 
Honduras 
Israel 
Italy 
Jamaica 
Japan 

Mexico 
Netherlands 
Nicaragua 
Norway 
Panama 
Paraguay-
Peru 

Portugal 
Slovenia 
Spain 
Suriname 
Sweden 
Switzerland 
trinidad and Tobago 

United Kingdom 
United States 
Uruguay 
Venezuela 

Subtotal 
Unallocated 

Total 

AS Of 
December 31, 

1997 
487,629 
18,706 
10,270 
1,646 

43,066 
7,412 

47,319 
529,316 
290,051 
152,198 
149,364 
22,641 
5,451 
19,928 
32,604 
29,413 
20,697 
18,308 

221,317 
232,172 
31,574 

8,114 
21,139 
25,392 
18,236 

211,231 
27,997 
532,520 

319,611 
36,638 
23,409 
19,438 
24,694 
27,327 
77,255 

7,343 
3,274 

209,278 
6,147 

38,372 
58,367 
20,269 

174,686 
4,798,182 

54,305 
307,490 

9,421,796 
149,761 

$9.571,557 
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An amount of $25 million was added to the In
termediate Financing Facility (IFF) during 1997, com
pared with $24.2 million in 1996. Interest paid on 
behalf of ordinary capital borrowers during the year 
amounted to $37.1 million, compared with $40 mil
lion in 1996. As of December 31, 1997, the balance 
of the IFF was $271.1 million, compared with $302 
million at the end of the previous year. 

As has been the case since it was established, in 
1997 the Bank was accorded a AAA rating by the major 
rating agencies. In the current market environment 
where AAA-rated institutions are becoming rarer, the 
rating agencies are of the view that the Bank has dis
tinguished itself by adhering to the conservative capi
tal structure set forth by the Charter, by the strong 
support of its member countries, and by pursuing 
prudent financial policies. The rating agencies have 
indicated that their outlook remains stable, in view of 
the Bank's ample capital base, its member countries' 
credit quality and support, and its preferred creditor 
status amongst its borrowers. 

During the first full year of availability of the 
Single Currency Facility, borrowers elected to denomi
nate $4.8 billion of the amount of all new ordinary 
capital loan approvals in the Single Currency Facility, 
99.4 percent in U.S. dollars. 

Management submitted to the Board of Execu
tive Directors a policy proposal which would govern 
the management of the Bank's assets and liabilities. 
This proposal is, in part, in response to shareholder 
concern with the volatility of ordinary capital loan 
charges and the cost of carrying liquidity. Moreover, 
with this policy proposal the Bank completes the re
view of its financial risk exposure. This review sug
gests that the Bank now has in place a comprehensive 
risk management structure, based on a set of coordi
nated and inter-related financial policies with which 
it can efficiently manage the different kinds of risks to 
which it is exposed by the nature of its activities, i.e., 
the financial intermediation of resources mobilized in 
international capital markets and loaned to borrow
ing member countries. 

The principal component of the policy proposal 
is the specific allocation of certain liabilities to fund 
certain assets. The Bank's equity and reserves would 
fund loans, while debt would fund liquid assets and 
the balance of loans not funded by equity and reserves. 
The new asset and liability management policy pro-

TABLE XVIII. OUTSTANDING BORROWINGS BY 
CURRENCY AS OF DECEMBER 31.1997 
(In millions of U.S. dollars) 

Currency1 Amount 
Australian dollars 
Austrian schillings 
British pounds sterling 
Canadian dollars 
Czech koruny 
Danish kroner 
German marks 
French francs 
Hong Kong dollars 
Italian lire 
Japanese yen 
Luxembourg francs 
Netherlands guilders 
Portuguese escudos 
South African rands 
Spanish pesetas 
Swiss francs 
United States dollars 

298 
79 

1,300 
455 

58 
59 

2,747 
201 
290 
398 

6,144 
122 
833 

55 
113 
131 

3,092 
10,956 

Total $27,331 

Before swaps. 

posai would strengthen the Bank's commitment to 
maximize its available resources at the lowest and most 
stable possible cost for its borrowers, without jeopar
dizing the financial soundness of the institution, and 
is expected to reduce loan charge volatility and the 
cost of carry for liquidity. 

The audited financial statements of the ordinary 
capital, the Fund for Special Operations and the In
termediate Financing Facility, as well as those of the 
Social Progress Trust Fund and the Venezuelan Trust 
Fund, appear on pages 125 to 186 of this report. 

Borrowings 

The Bank strives to obtain the lowest cost financing in 
its funding program and to secure strong, long-term 
market support for its issues. Consistent with these 
goals, the Bank continued to maintain a presence in its 
core currency markets, while diversifying to other cur
rencies that offered cost-effective financing. 

As a result of changes in the currency composi
tion of its loans and the increased demand for U.S. 
dollar denominated loans via the Bank's Single Cur
rency Facility, virtually all of the Bank's record amount 
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TABLE XIX. BORROWINGS1. FISCAL YEAR 1997 
(in millions of currency) 

Type issue units Amount 
Amount (USS 

equiv.) 

British pounds sterling 

Canadian dollars 

Czech koruny 

Danish kroner 

Hong Kong dollars 

Italian lire 

Japanese yen 

Portuguese escudos 

South African rands 

Swiss francs 

United States dollars 

7.25% Eurobonds, due 2002 
6.40% Euro-MTN, due 2000 

6.00% Euro-MTN, due 2003 

11.00% Euro-MTN, due 1998 

5.25% Bonds, due 2002 

6.70% Euro-MTN, due 2000 

Variable% Euro-MTN, due 2007 
Variable% Euro-MTN, due 2007 

3.07% 
3.04% 
3.10% 
3.00% 
5.40% 
5.75% 
5.38% 
3.32% 
5.40% 
4.15% 

Euro-MTN, 
Euro-MTN, 
Bonds, due 
Bonds, due 
Euro-MTN, 
Euro-MTN, 
Euro-MTN, 
Euro-MTN, 
Euro-MTN, 
Euro-MTN, 

due 2007 
due 2007 
2007 
2007 
due 2000 
due 2000 
due 2017 
due 2007 
due 2012 
due 2001 

Variable% Euro-MTN, due 2007 

14,625% Euro-MTN, due 2002 
14.00% Euro-MTN, due 2007 

3.25% Bonds, due 2004 

6.625% Global Bonds, due 2007 
6.375% Eurobonds, due 2002 
6.29% US-MTN, due 20272 

6.75% US-MTN, due 2027 
6.00% Euro-MTN, due 2000 
6.75% US-MTN, due 2027 
6.375% Global Bonds, due 2007 
5.52% Euro-MTN, due 2000 

GBP 
GBP 

CAD 

CZK 

DKK 

HKD 

ITL 
1TL 

JPY 
JPY 
JPY 
JPY 
JPY 
JPY 
JPY 
JPY 
JPY 
JPY 

PTE 

ZAR 
ZAR 

CHF 

USD 
USD 
USD 
USD 
USD 
USD 
USD 
USD 

150 
200 

100 

2,000 

400 

1,000 

300,000 
150,000 

9,640 
6,060 
10,000 
15,000 
6,000 
8,000 
5,000 
4,552 
2,000 

30,000 

10,000 

150 
150 

200 

1,000 
500 
200 
200 
200 
200 

1,000 
50 

245 
328 

74 

73 

57 

129 

174 
87 

79 
50 
83 
124 
47 
63 
39 
39 
17 

252 

55 

3.3 
33 

138 

1,000 
500 
200 
200 
200 
200 

1,000 
50 

Total Borrowings $ 5,569 
1 Before swaps. 
2 These bonds include a one-time put option that may be exercised on July 16, 2007, at par. 
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of $5.6 billion of total borrowings for 1997, on an 
after-swaps basis, was in U.S. dollars. 

There were 21 currency swap-driven issues com
pleted during the year for an aggregate amount oí 
$2,081 million equivalent, representing an increase 
of around $931 million over the amount in 1996. To 
ensure that credit risk exposures are tightly controlled, 
the Bank enters inlo swaps 
only wilh highly rated 
counterparties with negoti
ated master agreements that 
provide for marking to mar
ket and collaterization. 

Moreover, the Bank 
continued to work towards 
broadening the demand for 
its securiiies by issuing in a 
variety of currencies, matu
rities, and structures. The 
Bank was active in the U.S. 
dollar market this year, issu
ing in the Global, Euro, and 
Yankee formats. The Bank is
sued its first ever Czech 
koruna and Danish kroner 
issues. Japanese retail inves
tors were targeted with $793 
million equivalent structured 
Japanese yen issues, includ
ing reverse dual currency, 
dual currency, and power re
verse dual currency deals. A 
LAF (Liquidity Adjustment 
Facility) eligible Hong Kong 
dollars bond, which at a size 
of 1 billion Hong Kong dol
lars was lhe Bank's largest 
Hong Kong dollar issue ever, 
was completed. All of the 
above-mentioned transac
tions were swapped into U.S. 
dollar financings ai very favorable rates. Most of ihese 
currency swap-driven issues were launched as part oi 
the Bank's U.S./Euro Medium Term Note 
(MTN) Programs. The increased use of these MTN 
Programs led the Bank to more than double their size 
to $6,000 million, from the previous $2,500 million 
limit on outstanding MTN issues. 

POINTE-À-PIERRE, TRINIDAD AND TOBAGO. A 
$260 million IDB loan in 1991 financed moderniza
tion of the country's main oil refinery to improve ca
pacity. Funds were also used for secondary recovery of 
hea\*y crude oil from onshore fields and lighter oil off
shore, as well as for upgrading environmental facilities 
and improving efficiency of the oil sector. 

A Swiss franc borrowing, for $91 million equiva
lent, was prepaid in 1997. The advance redemption 
of this borrowing will generate savings in iuture years, 
since high-coupon debt is being replaced by funding 
in lhe same currency at a lower cost. 

The Bank continued to pursue its effective in
vestor relations program. During the year, a series of 

meetings was held with in
vestors in Japan and other 
parts of Asia, Europe, and the 
United States. The purpose 
ol these meetings was to 
broaden the base of investors 
in Bank securities, to increase 
the knowledge oí investors 
about the Bank and its activi
ties, and to further promote 
investment in Bank securi
ties. 

Terms and Conditions 

Ordinary Capital 

The Bank offers five types of 
lending instruments from its 
ordinary capital: (i) sovereign 
obligation loans denomi
nated and disbursed in Ger
man marks, Japanese yen, 
Swiss francs, or United States 
dollars with adjustable rates 
(Single Currency Facility 
loans); (ii) LIBOR-based or 
fixed rate loans denominated 
and disbursed only in United 
States dollars to be on-lent to 
private sector borrowers, 
which carry a government 
guarantee (Dollar Window 
loans); (iii) adjustable-rate 

loans, which are denominated in a pool of currencies 
and are sovereign obligations; (iv) loans to finance pri
vate sector operations, which do not carry a govern
ment guarantee; and (v) sovereign local currency 
loans. Loans extended from the ordinary capital dur
ing 1997 were made for terms ranging from 1 5 to 30 
years. Moreover, lhe Bank is authorized to undertake 
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guarantees, both with and without government 
counter-guarantees. 

Single Currency Facility Loans 

Single Currency Facility loans are denominated in 
German marks, Japanese yen, Swiss francs and United 
Slates dollars. These loans can take lhe form of one or 
more sub-loans, entirely at the discretion of the bor
rower. Loans are denominated in the currency and 
amount chosen by the borrower (or each sub-loan. 
The lending rale charged to each sub-loan is a func
tion ol the selected currency; it is a single-currency 
pool-based adjustable rate, reset semi-annually The 
rates corresponding to each of the lour currencies are 
equal to the weighted average cost ol borrowing in 
each of the four currencies necessary to lund the pro
gram during the prior semester, plus the applicable 
ordinary capital lending spread. The lending rates 
applicable for loans approved in the first semester were 
as follows: for operations denominated in German 
marks, 6.95 percent; in Japanese yen, 3.69 percent; 
in Swiss francs, 4.98 percent; and in United States 
dollars, 6.90 percent, while the rates for the second 
semester were 6.66 percent, 3.37 percent, 4.58 per
cent, and 6.97 percent, respectively. 

Currency Pool Loans 

The Banks currency pool-based adjustable lending rate 
methodology uniformly adjusts the lending rate ap
plicable to the outstanding balances of all loans ap
proved since January 1, 1990. Consistem with the 
cooperative nature of the institution, all borrowers 
equally share both the costs and benefits oí changes 
in the lending rate. 

The lending rate obtained by applying the no 
longer offered fixed-at-disbursement methodology is 
still applied to current disbursements of loans ap
proved prior to January i, 1990. Both the adjustable 
and fixed-at-disbursement lending rales include the 
same spread over the relevant cost of borrowings, 
which in 1997 was 0.50 percent during both the first 
and second semesters. 

The cost of borrowing for the adjustable lend
ing rate is the weighted average for the previous 6 
months ol all outstanding borrowings assigned to the 
pool of borrowings which funds loans approved after 

January 1, 1990. The cost of borrowing for lhe fixed-
at-disbursement rate is the weighted average cost ol 
new borrowings carried out during the previous 12 
months which are assigned to fund loans approved 
before January f, 1990. 

The target composition of the currency pool is 
50 percent in United Stales dollars, and 25 percent 
each in Japanese yen and European currencies. Al De
cember 31, 1997 lhe levels reached were 52 percent 
in United States dollars, 23 percent in Japanese yen, 
and 25 percent in European currencies, very close to 
the target. 

The lending rate charged on outstanding bal
ances of adjustable-rale loans was 6.68 percent dur
ing the first six months of 1997 and 6.59 percent 
during the last six months. The lending rate for new 
disbursements of fixed-at-disbursement loans was 
6.73 percent during the first six months of 1997 and 
6.97 percent during the last six months. 

U.S. Dollar Window Loans 

During 1997 no new loans were approved, and $162 
million were disbursed from the ordinary capital's 
United States Dollar Window. These loans have ma
turities of up to 25 years and a choice of either a fixed 
rate or a LIBOR-based floating rate based, in either 
case, on the Banks cosí ol U.S. dollar funding of that 
type, plus the same lending spread as other ordinary 
capital loans. This program is aimed at stimulating 
private sector activity by providing financing on terms 
more compatible with the needs of the private sector 
borrowers to whom the funds are on-lent. 

Fees on Sovereign Lending 

In addition to the interest rate on loans, the Bank 
charges a credit fee of 0.75 percent on the outstand
ing balances of ordinary capital loans approved after 
January 1, 1989, 1.25 percent on ordinary capital loans 
approved prior lo that date, and 0.50 percent on loans 
from the Fund for Special Operations, and a one-time 
inspection and supervision fee of 1 percent on all 
loans. During the first semester of 1997, 0.3 percent
age points of the inspection and supervision tee on 
ordinary capital loans were waived, and during the 
second semester, 0.15 percentage points were waived. 
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Private Sector Loans Without Government 
Guarantees 

The Bank has been making direct loans to the private 
sector without government guarantees for infrastruc
ture projects since 1995. In accordance with the Eighth 
Replenishment guidelines, this type of lending is lim
ited to five percent of commitments corresponding to 
the Eighth Replenishment, 
and the Banks share of the 
financing of any of these 
projects will be no more than 
25 percent of total project 
cost, or $75 million, which
ever is less. In 1997 seven 
loans of this type, for a total 
of $289 million were ap
proved. 

The interest rales to be 
charged on 1997 approvals 
ranged from 1.75 to 4.00 
percentage points over 
LIBOR and maturities varied 
between 8 and 17 years. In
terest rates were chosen from 
available fixed and floating 
rate options, and were based 
on market rates and reflected 
the underlying risks of the 
operations. Moreover, on a 
case-by-case basis, all opera
tions may be charged an 
analysis fee, a commitment 
fee on undisbursed balances, 
a front-end fee, and late pay
ment and pre-payment fees. 

These loans have been 
secured in accordance with 
prudent financial practices. 
The Bank, on a case-by-case 
basis, is requiring comple
tion arrangements such as in
surance coverage, performance bonds, off-take agree
ments, pledges and other contractual and security ar
rangements. 

SAN PEDRO, CHILE. Pamela Hidalgo was among some 
110,000 young people who received job training 
through the Chile Joven program financed by a $50 
million IDB loan in 1993. 

Guarantees 

Guarantees are available with and without government 
counter-guarantees. Fees charged for guarantees vary 
both between the types of guarantees and within each 
type, according to the coverage of the guarantees. 

For guarantees with a government counter-guar
antee, facility fees are fixed on the amount of the guar

antee and are charged from 
the date the Bank enters into 
a guarantee commitment 
until the date the commit
ment expires. The level of the 
facility fee is set each semes
ter. During the first semester 
of 1997 the lee was set at 
0.45 percent and during the 
second semester at 0.47 per
cent. In addition to the facil
ity fee, the Bank charges a 
guarantee fee, which is set on 
a case-by-case basis to reflect 
adequately the coverage of 
risks involved in each trans
action. The guarantee fee, 
which is reimbursed to the 
indemnifying government, is 
chargeable annually on the 
outstanding callable amount 
covered by the guarantee. 
The sum of the facility fee 
and the guarantee fee for any 
project will not exceed one 
percent. No operation of this 
type was approved in Í997. 

Pricing for guarantees 
without government counter-
guarantees, which are cov
ered under the five percent 
limit for approvals of non-
guaranteed operations set by 
the Eighth Replenishment 

guidelines, is on a case-by-case basis. These guaran
tees encompass a broad range of possible risks and 
are expected to be priced higher than lhe charges on 
guarantees with government counter-guarantees. One 
guarantee for $31.25 million was made under this 
program in 1997. 
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Local Currency Loans 

Two loans were made in 1997 from the ordinary capi
tal in the members' own currency. These loans carry 
an interest rate of 4 percent and a maturity of 25 years. 

Concessionary Resources 

The rate of interest charged on convertible currency 
loans from the Fund for Special Operations (FSO) for 
the less developed members, which are made to or 
guaranteed by member governments, is one percent 
during the first ten years and two percent thereafter, 
with ten year grace periods and 40 year maturities. 
The rates of interest charged on local currency loans 
from the FSO vary from one to four percent depend
ing on the stage of development of the country, as 
well as on the nature of the project, with grace peri
ods ranging from five to ten years; maturities vary from 
25 to 40 years. 

The Intermediate Financing Facility (IFF) pays 
a share of the interest payments on each eligible ordi

nary capital loan, up to five percent per annum on the 
outstanding amount such that the net lending rate paid 
by the borrower on each one of these loans shall not 
be lower than 3.38 percent. Seven of the ordinary capi
tal loans approved in 1997, for $221 million, are to 
receive assistance from the IFF 

Loans for the financing of small projects, which 
need not be guaranteed, are extended in local currency 
with maturities of up to 40 years, grace periods of up 
to ten years, and are charged a commission of one per
cent per year. 

Technical Cooperation 

Technical cooperation is extended on a reimbursable, 
grant, or contingent recovery basis. Contingent recov
er)' technical cooperation, which accounts for a small 
amount of the total, is subject to repayment only if as 
a result of the cooperation a loan is subsequently made 
by the Bank, or another external financial institution, 
for the execution of a project or a program. 



CARACAS, VENEZUELA. Young musicians rehearse at one of 60 music centers that form part of the Venezuelan 
National System of Youth Orchestras and Choirs. An estimated 57,000 children participate in the program, which 
targets low-income communities. An $8 million IDB loan in 1997 will upgrade and expand facilities and strengthen 
instruction. 



PART II 

ORDINARY 
CAPITAL 

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

Board of Governors 
Inter-American Development Bank 

We have audited the accompanying balance sheet of the Inter-American Development Bank—Ordinary Capital as of De
cember 31, 1997 and 1996, and the related statements of income and general reserve and cash flows for the years then 
ended. These financial statements are the responsibility of the Bank's management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstate
ment. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by manage
ment, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
the Inter-American Development Bank—Ordinary Capital as of December 31, 1997 and 1996, and the results of its op
erations and its cash flows for the years then ended in conformity with generally accepted accounting principles. 

/^-^W l^J^O^. LKP 

Washington, D.C. 
February 11, 1998 
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ORDINARY CAPITAL 
INTER-AMERICAN DEVELOPMENT BANK 

BALANCE SHEET 
Expressed in thousands of United States dollars 

December 31, 

ASSETS 

Cash and investments 
Cash 
Investments 

Loans outstanding 
Allowance for loan losses 

Accrued interest and other charges 
On investments 
On loans 

Receivable from members 
Capital subscriptions 
Non-negotiable, non-interest bearing 

demand obligations 
Amounts required to maintain value of 

currency holdings 

Amounts receivable from currency swaps 

Other assets 
Property, net 
Unamortized borrowing costs 
Miscellaneous 

Total assets 

LIABILITIES AND CAPITAL 

Liabilities 
Borrowings 

Plus unamortized premium 

Amounts payable for currency swaps 
Accrued interest on borrowings 
Accounts payable and accrued expenses . 

Capital 
Capital stock 

Subscribed 7,258,065 shares 
(1996—6,705,806 shares) 

Less callable portion 

General reserve 
Special reserve 

Total liabilities and capital 

1997 1996 

$ 281,035 
10,076,878 

27,300,919 
(821,564) 

52,229 
501,068 

189,432 

680,075 

40 

270,169 
177,368 
27,147 

$27,331,187 
14,088 

27,345,275 
4,982,544 

631,066 
67,486 

87,557,176 
(83,552,286) 

4,004.890 
3,967,903 
2,339.319 

$10,357,913 

26,479,355 

553,297 

869,547 

4,603,687 

474,684 

$43,338,483 

$33,026,371 

10,312,112 

$43,338,483 

i 299,522 
10,081,912 

26,028,489 
(805,262) 

28,977 
512,418 

204,770 

601,372 

40 

250,075 
180,432 
17,955 

$26,628,532 
31,281 

26,659,813 
3,308,880 
660,843 
44,141 

80,895,037 
(77,056,670) 
3,838,367 
3,859,409 
2,212,418 

610,381,434 

25,223,227 

541,395 

806,182 

3,183,171 

448,462 
$40,583,871 

$30,673,677 

9,910,194 
$40,583,871 

The accompanying notes are an integral part of these financial statements 
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INTER-AMERICAN DEVELOPMENT BANK 

STATEMENT OF INCOME AND GENERAL RESERVE 
Expressed in thousands of United States dollars 
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Years ended December 31, 

income 
Loans 

Interest 
Credit commissions 
Special commissions 
Supervision and inspection and other fees. 

Investments 
Other 

Total income 

Expenses 
Borrowing expenses 

Interest 
Amortization of issuance costs . 
Other costs 

Provision for loan losses. 
Administrative expenses. 

Total expenses 

1997 

$1,612,337 
122,155 
264,214 
45,450 

2,044,136 
454,925 

1,814 
2,500,875 

1,723,524 
42,268 
2,887 

1,768,679 
62,719 

254,701 
2,086,099 

1996 

$1,630,789 
93,865 

257,387 
29,748 

2,011,789 
430,936 

2,199 
2,444,924 

1,729,984 
43,291 

3,303 
1,776,578 

61,839 
242,104 

2,080,521 

Net income 
Allocation to special reserve. 

Addition to general reserve for the year 

414,776 
(264,214) 

150,562 

364,403 
(257,387) 

107,016 

General reserve beginning of year 
Translation adjustments 

General reserve end of year 

3,859,409 
(42,068) 

$3,967,903 

3,859,860 
(107,467) 

$3,859,409 

The accompanying notes are an integral part of these financial statements 
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ORDINARY CAPITAL 
INTER-AMERICAN DEVELOPMENT BANK 

STATEMENT OF CASH FLOWS 
Expressed in thousands of United States dollars 

Years ended December 51, 
1997 1996 

Cash flows from lending and investing activities 
Lending: 

Loan disbursements (net of participations) 
Loan collections (net of participations) 

Net cash used in lending activities 
Purchase of property 
Miscellaneous assets and liabilities 
Net cash used in lending and investing activities 

Cash flows from financing activities 
Borrowings: 

Gross proceeds from borrowings 
Repayment of borrowings 

Capital: 
Collections of receivables from members 

Net cash provided by financing activities.... 

Cash flows from operating activities 
Loan income collections 
Interest and other costs of borrowings 
Income from investments 
Other income 
Administrative expenses 
Net cash provided by operating activities. 

Adjustment to receivable from members 
Change in market value of investments 
Effect of exchange rate fluctuations on cash and investments 

Net (decrease) increase in cash and investments 

Cash and investments at beginning of the year 

Cash and investments at end of the year 

$ (4,958,205) 
2,245,559 

(2,714,646) 
(32,834) 

(9,387) 
(2,756,867) 

5,568,863 
(2,995,338) 

103,158 
2,676,683 

2,030,222 
(1,759,199) 

426,031 
1,814 

(237,105) 
461,763 

4,633 
(409,733) 

(23,521) 

10,381,434 

$10,557,913 

(3,695,815) 
2,286,589 

(1,409,226) 
(9,603) 
(4,876) 

(1,423,705) 

4,249,985 
(2,129,686) 

150,221 
2,270,520 

1,983,339 
(1,762,079) 

481,658 
2,199 

(228,396) 
476,721 

(214,446) 
(23,106) 

(297,509) 

788,475 

9,592,959 

$10,381,434 

The accompanying notes are an integral part of these financial statements 
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Note A - Origin 
The Inter-American Development Bank (Bank) is an interna
tional organization which was established in December 1959. 
The principal purpose of the Bank is to promote the economic 
and social development of Latin America and the Caribbean, 
primarily by providing loans and related technical assistance 
for specific projects and for programs of economic reform. 
The primary activities of the Bank are conducted through the 
Ordinary Capital with such operations supplemented by those 
of two affiliated entities: the Fund for Special Operations 
(FSO) and the Intermediate Financing Facility Account (IFF). 
The FSO was established for the purpose of making loans in 
the less developed member countries in Latin America and the 
Caribbean by providing financing on terms which are highly 
concessional. The IFF's purpose is to subsidize part of the 
interest payments for which certain borrowers are liable on 
loans from the Ordinary Capital. 

Note B - Summary of Significant Accounting Policies 
The Bank's financial statements are prepared in conformity 
with generally accepted accounting principles in the United 
States. The preparation of financial statements in conformity 
with generally accepted accounting principles requires man
agement to make estimates and assumptions that affect the 
reported amounts of assets and liabilities, the disclosure of 
contingent assets and liabilities at the date of the financial 
statements, and the reported amounts of revenues and 
expenses during the reporting period. Actual results could dif
fer from these estimates. 

New accounting pronouncements 
In 1996, the Financial Accounting Standards Board (FASB) is
sued Statement of Financial Accounting Standards (SFAS) No. 
125, entitled "Accounting for Transfers of Assets and Servicing 
of Financial Assets and Extinguishments of Liabilities", which 
requires new accounting and reporting standards for transfers 
of assets, securitization, collateral, and servicing of receivables 
and other financial assets, and extinguishments of liabilities. 
While the standard is effective for 1997, the provisions which 
would have an impact on the Bank relating to securities lend
ing are effective for fiscal year 1998. In 1997, the FASB issued 
SFAS No. 130, entitled "Reporting Comprehensive Income", 
and No. 131, entitled "Disclosures about Segments of an En
terprise and Related Information". SFAS No. 130 establishes 
standards for reporting and display of comprehensive income 
(non owner changes in equity) and its components (revenues, 
expenses, gains and losses) in a full set of general-purpose fi
nancial statements and SFAS No. 131 requires public compa
nies to disclose a variety of information relating to its 
operating segments, products and services, geographic areas 

and major customers. Both standards are effective for fiscal 
year 1998. The adoption of these three standards is expected 
to have no material impact on the Bank's financial statements. 

Reclassifications 
Certain reclassifications of the prior year's information have 
been made to conform to the current period's presentation. 

Translation of currencies 
The Bank's financial statements are expressed in United States 
dollars; however, the Bank conducts its operations in the cur
rencies of all of its members. The Bank's resources are derived 
from capital, borrowings and accumulated earnings in those 
various currencies. The Bank has a number of general policies 
aimed at minimizing exchange-rate risk in a multicurrency 
environment. The Bank generally follows the policy of invest
ing and lending the proceeds of borrowings (after swaps) and 
paid-in capital in the currencies received. In addition, the 
Bank periodically undertakes currency conversions to match 
more closely the currencies underlying its general and special 
reserves with those of the outstanding loans. 

Assets and liabilities derived from borrowings, denom
inated in currencies other than the United States dollar, are 
translated at approximate market exchange rates prevailing at 
the dates of the financial statements. Exchange rate fluctua
tions do not have any effect on the United States dollar equiv
alent of currencies from paid-in capital because of the 
maintenance of value described below. Income and expenses 
are translated at approximate market exchange rates prevail
ing during each month. Net adjustments resulting from the 
translation into United States dollars of assets and liabilities 
are charged or credited to the general reserve and are shown 
in the Statement of Income and General Reserve. 

Valuation of capital stock 
The Agreement Establishing the Bank (Agreement) provides 
that the Ordinary Capital be expressed in terms of the United 
States dollar of the weight and fineness in effect on January 1, 
1959. The Second Amendment to the Articles of Agreement 
of the International Monetary Fund eliminated par values of 
currencies in terms of gold effective April 1, 1978, and con
sequently the General Counsel of the Bank has rendered an 
opinion that the Special Drawing Right (SDR) has become the 
successor to the 1959 United States dollar as the standard of 
value of the Bank's capital stock and for the purpose of main
taining the value of the Banks currency holdings. The SDR has 
a value equal to the sum of the values of specific amounts of 
stated currencies, including the United States dollar.'Pending 
a decision by the Bank's governing boards, and as suggested 
in the General Counsel's opinion, the Bank is continuing its 
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practice of using the 1959 United States dollar, which pur
suant to the devaluations of the United States dollar in 1972 
and 1973 is equal to approximately 1.2063 current United 
States dollars, as the basis of valuation. If the 1959 United 
States dollar were to have been substituted with the SDR on 
December 31, 1997, the financial position and the results of 
operations of the Bank would not have been materially 
affected. 

Maintenance of value 
In accordance with the Agreement, each member is required 
to maintain the value of its currency held in the Ordinary 
Capital, except for currency derived from borrowings. 
Likewise, the Bank is required to return to a member an 
amount of its cunency equal to any significant increase in 
value of such member's currency which is held in the Ordinary 
Capital, except for currency derived from borrowings. The 
standard of value for these purposes is the United States dol
lar of the weight and fineness in effect on January 1, 1959. 

General and special reserves 
In accordance with resolutions of the Board of Governors, the 
net income from the Ordinary Capital resources of the Bank, 
after allocation to the special reserve, is added to the general 
reserve to provide for possible annual excess of expenses over 
income. 

The amount of special commissions earned by the Bank 
on loans made out of the Ordinary Capital resources is segre
gated as a special reserve that may be used only for the pur
pose of meeting liabilities of the Bank on its borrowings and 
guarantees in the event of defaults on loans made, participated 
in, or guaranteed by the Bank. The rate of special commission, 
which is included in the interest rate, is 1% per annum on all 
loans granted to date. 

Investments 
All of the Bank's investment securities and related financial in
struments are held in a trading portfolio and are included in 
the Statement of Cash Flows as cash equivalents due to their 
nature and the Bank's policy governing the level and use of 
such investments. Derivative instruments are used in liquidity 
management to take advantage of profitable trading opportu
nities and as a proxy for cash securities. These instruments 
include exchange-traded futures and interest rate swaps. 

The trading portfolio instruments are carried and re
ported at market value. Interest and realized and unrealized 
gains and losses are included in income from investments. 

Loans 
The Bank makes loans to its developing member countries, 
agencies or political subdivisions of such members or to pri

vate enterprises located in their territories. In the case of loans 
to borrowers other than national governments, central banks 
or other governmental or inter-governmental entities, the 
Bank has followed the general policy, since 1967, of requiring 
that the government, or an entity thereof engaging the full 
faith and credit of the government, guarantee the loan. Under 
the terms of the Eighth General Increase in the Resources of 
the Bank, up to 5% of the Bank's new loans and guarantees 
may be made directly to private sector entities without a gov
ernment guarantee (Private Sector Program), subject to a 
number of restrictions, including a ceiling on financing of 
25% of total costs of any individual project or $75 million, 
whichever is less, and subject to market-based pricing and 
provisioning. 

The majority of the Bank's loans have repayment obli
gations in various currencies determined on the basis of a cur
rency pooling system (Currency Pooling System). The 
principal amount of Currency Pooling System loans is repay
able, in aggregate, in the currencies lent. Multicurrency loans 
approved prior to January 1, 1983 and single currency loans 
are repayable in the specific currencies disbursed. 

Incremental direct costs associated with originating 
loans are expensed as incurred as such amounts are consid
ered immaterial to the financial results of the Bank. 

It is the policy of the Bank to place in nonaccrual sta
tus all loans made to or guaranteed by a member of the Bank 
if principal, interest, or other charges with respect to any such 
loan are overdue by more than 180 days. In addition, if loans 
made to a member country by the FSO or any funds owned 
or administered by the Bank are placed in nonaccrual status, 
all loans made to or guaranteed by that member government 
will also be placed in nonaccrual status by the Bank. On the 
date a member's loans are placed in nonaccrual status, unpaid 
interest and other charges accrued on loans outstanding to the 
member are deducted from the income of the current period. 
Interest and other charges on nonaccruing loans are included 
in income only to the extent that payments have actually been 
received by the Bank. On the date a member pays in full all 
overdue amounts, the member's loans emerge from nonac
crual status, its eligibility for new loans is restored, and all 
overdue charges (including those from prior years) are recog
nized as income from loans in the current period. 

For Private Sector Program loans, it is the policy of the 
Bank to place in nonaccrual status loans made to or guaran
teed by a borrower when interest or other charges are past due 
by more than 90 days, or when management has doubts about 
future collectibility of principal or interest. Income is recorded 
thereafter only as it is collected, until loan service is current. 
If collectibility risk is considered to be particularly high at the 
time of arrears clearance, the borrower's loans may not auto
matically emerge from nonaccrual status. 
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The Bank has never had a writeoff on any of its loans 
and has a policy of not rescheduling loan repayments. Also, 
the Bank reviews the collectibility of loans on a continuous 
basis and records, as an expense, provisions for loan losses in 
accordance with its determination of collectibility risk of the 
total loan and guarantees portfolio. 

Guarantees 
As a result of a decision by the Board of Executive Directors 
in March 1995, the Bank provides partial guarantees for debt 
financing designed to encourage private sector lending and in

vestments. The partial risk guarantees and partial credit guar

antees are provided mostly for infrastructure projects, and 
may be offered on a standalone basis or in conjunction with 
a Bank loan. Guarantees may be made either without a gov

ernment counterguarantee under the 5% limit for the Private 
Sector Program operations mentioned above, or with a mem

ber government counterguarantee. Fees are recognized over 
the term of the guarantee. 

Receivable from members 
Receivable from members includes nonnegotiable, noninter

est bearing demand obligations that have been accepted in 
lieu of the immediate payment of all or any part of a member's 
subscribed paidin capital stock. 

Property 
Property is recorded at cost. Major improvements are capital

ized while routine replacements, maintenance and repairs are 
charged to expense. Depreciation is computed on the straight

line method over estimated useful lives (30 to 40 years for 
buildings, 10 years for building improvements and 4 to 15 
years for equipment). 

Borrowings 
To ensure funds are available for lending and liquidity purpos

es, the Bank borrows in the worldwide capital markets offer

ing its securities to private and governmental buyers. The 
Bank issues medium and longterm debt instruments denom

inated in various currencies with both fixed and adjustable in

terest rates. Borrowings are carried on the Balance Sheet at 
their par value (face value) adjusted for any unamortized pre

miums or discounts. Premiums or discounts are amortized on 
a straightline basis, which approximates the effective interest 
method. Amortization of premiums and discounts is included 
in interest under borrowing expenses on the Statement of In

come and General Reserve. Issuance costs associated with a 
bond offering are deferred and amortized on a straightline 
basis over the period during which the related indebtedness is 

outstanding. The unamortized balance of the issuance costs is 
presented separately under other assets on the Balance Sheet, 
and the amortization of the issuance costs is presented as a 
separate element under borrowing expenses on the Statement 
of Income and General Reserve. 

The Bank uses derivatives, mostly currency and interest 
rate swaps, in its borrowing and liability management activi

ties to create synthetic debt instruments to take advantage of 
cost saving opportunities across capital markets and lower its 
funding costs and to establish an appropriate match between 
the currency and interest rate characteristics of its assets and 
liabilities. These derivatives, which are used to modify the 
interest rate and/or currency characteristics of the borrowing 
portfolio, are accounted for under the accrual method. The 
interest component of these derivatives is recognized as an ad

justment to the borrowing cost over the life of the derivative 
contract and is included in interest under borrowing expenses 
on the Statement of Income and General Reserve. Upon ter

mination, the change in the derivative's market value is 
recorded as an adjustment to the carrying value of the under

lying borrowing and recognized as an adjustment of the bor

rowing cost over the remaining life of the borrowing. In 
instances where the underlying borrowing is prepaid, the 
change in the associated derivative's market value is recog

nized immediately into income. Currency swap payables and 
receivables are recorded at cost and are separate items on the 
Balance Sheet. Net principal cash flows from currency swaps 
are included under repayment of borrowings in the Statement 
of Cash Flows. The notional principal on interest rate swaps 
is treated as an offbalance sheet item. 

Administrative expenses 
Substantially all administrative expenses of the Bank, includ

ing depreciation, are allocated between the Ordinary Capital 
and the FSO pursuant to an allocation method approved by 
the Board of Executive Directors. During 1997, such expens

es were charged 74.8% to the Ordinary Capital and 25.2% to 
the FSO (1996—73.9% and 26.1%, respectively). 

Fair values of financial instruments 
The following methods and assumptions were used by the 
Bank in estimating its fair value disclosures for financial in

struments: 

Cash: The carrying amount reported in the Balance Sheet for 
cash approximates fair value. 

Investments: Fair values for investment securities and relat

ed financial instruments are based on quoted market prices, 
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where available. If quoted market prices are not available, fair 
values are based on quoted market prices of comparable in
struments. 

Loans: The Bank is one of very few lenders of development 
and structural adjustment loans to Latin American and 
Caribbean countries. There is no secondary market for devel
opment loans. For all loans and related commitments, the 
Bank is of the opinion that due to its unique position in lend
ing operations and the absence of a secondary market, it is not 
practicable to estimate a fair value for the Bank's lending port
folio. 

Swaps and futures: Fair values for the Bank's interest and 
currency swaps are based on pricing models and represent the 
estimated cost of replacing these contracts. Fair values for the 
Bank's financial futures contracts are based on market prices. 

Borrowings: The fair values of the Bank's borrowings are 
based on quoted market prices, where available. If quoted 
market prices are not available, fair values are based on 
quoted market prices of comparable instruments. 

Note C - Restricted Currencies 
Cash includes $225,881,000 (1996—$227,374,000) in non-
convertible currencies of regional borrowing members, of 
which $89,141,000 (1996—$88,019,000) has been restricted 
by one of the members, in accordance with the provisions of 
the Agreement, to be used for making payments for goods and 
services produced in its territory. 

Note D - Investments 
As part of its overall portfolio management strategy, the Bank 
invests in government, agency and bank obligations, time de
posits and financial futures contracts. During November 
1997, the Bank commenced entering into interest rate swaps 
for liquid asset management purposes. The Bank limits its 
activities of investing in securities to a list of authorized deal
ers and counterparties. Strict credit limits have been estab
lished for each counterparty by type of instrument and 
maturity. 

On December 10, 1997, the Executive Directors ap
proved changes in the Bank's general investment authority to 
permit the Bank to invest in marketable bonds, notes, and 
other debt obligations or securities (including asset-backed 
and mortgage-backed securities) issued or unconditionally 
guaranteed by corporate entities or trusts. Such obligations or 
securities require a credit rating of AAA. 

Government and agency obligations: These obligations in
clude marketable bonds, notes and other obligations issued or 
unconditionally guaranteed by a government of a country, an 
agency or instrumentality of a government of a country, a mul
tilateral organization, or any other official entity. The Bank in
vests only in (i) obligations of or guaranteed by the 
government of the country whose currency is being invested, 
(ii) obligations issued by an agency or instrumentality of a 
government of a country or any other official entity with 
credit quality equivalent to a AA or better rating, (iii) obliga
tions of multilateral organizations with credit quality equiva
lent to a AAA rating, and (iv) non-local currency obligations 
of or guaranteed by governments with credit quality equiva
lent to a AA or better rating. 

Bank obligations and time deposits: These obligations in
clude certificates of deposit, bankers' acceptances, and other 
obligations issued or unconditionally guaranteed by banks 
and other financial institutions. The Bank invests in these 
types of obligations if the entity issuing or guaranteeing them 
has senior debt securities ratings of at least A. 

Financial futures: Financial futures contracts are commit
ments to either purchase or sell a financial instrument at a fu
ture date for a specified price and may be settled in cash or 
through delivery of the underlying financial instrument. The 
Bank invests only in financial futures contracts that are traded 
on regulated United States and international exchanges. The 
Bank generally closes out open positions in futures contracts 
prior to maturity. Therefore, cash receipts or payments, and 
thus the Bank's credit risk, are mostly limited to the net 
change in market value of open futures contracts. Gains and 
losses of futures contracts are recognized as income from 
investments. 

The changes in the Bank's general investment authority, 
approved by the Executive Directors on December 10, 1997, 
limit the modification of the duration of the portfolio through 
the use of futures to not more than two months. There were 
no financial futures contracts outstanding at December 31, 
1997 and 1996, and the activity during those years was min
imal. 

Trading portfolio: A summary of the Bank's position in trading 
portfolio instruments at December 31, 1997 and 1996 is shown 
in the Summary Statement of Investments in Appendix 1-1. 

Net unrealized gains on trading securities, held at De
cember 31, 1997, of $12,197,000, were included in income 
from investments (1996—$7,696,000). The average return on 
investments, including realized and unrealized gains and loss
es, during 1997 and 1996 was 4.58% and 4.12%, respectively. 
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Note E - Loans and Guarantees Outstanding 
Approved loans are disbursed to borrowers in accordance 
with the requirements of the project being financed; however, 
disbursements do not begin until the borrower and guarantor, 
if any, take certain actions and furnish certain documents to 
the Bank. Of the undisbursed balances, the Bank has entered 
into irrevocable commitments to disburse approximately 
$61,540,000 at December 31, 1997. 

The average interest rate earned on loans outstanding, 
which includes the special commission (see Note B), was 
•7.12% in 1997 and 7.37% in 1996. The average total return 
on loans outstanding was 7.75% in 1997 and 7.85% in 1996. 

Loans outstanding by country are shown in Appendix 
1-2 and a summary of the Bank's outstanding loans by cur
rency and product type and their maturity structure at 
December 31, 1997 and 1996 are shown in Appendix 1-3. 

Multicurrency loans - With a government guarantee 
Fixed rate loans: Prior to January 1, 1983, the interest rate 
due on all amounts disbursed under each loan was the inter
est rate prevailing at the time that the loan was approved. In 
1982, the Bank established the Currency Pooling System to 
equalize exchange risk among the borrowers and to determine 
the repayment obligations of borrowers. The interest rate due 
for Currency Pooling System loans approved from January 1, 
1983 to December 31, 1989 is fixed at the time of each dis
bursement, for the life of the loan, at a rate which represents 
the cost of the funds borrowed by the Bank for such loans 
over the two calendar semesters prior to the date of disburse
ment, plus a spread which, with the fees, is estimated to cover 
administrative and other costs. 

Adjustable rate loans: On January 1, 1990, the Bank miti
gated its interest rate risk by moving from fixed rate to adjust
able rate lending for all Currency Pooling System loans. This 
rate, which resets twice a year, represents the effective cost 
during the previous six months of a pool of borrowings allo
cated to fund such loans, plus a spread which, with the fees, 
is estimated to cover administrative and other costs and to 
meet desired net income targets. 

Average maturity: The Bank maintains a targeted currency 
composition in its Currency Pooling System. The present tar
get ratio is 50% United States dollars, 25% Japanese yen and 
25% European currencies (primarily Swiss francs, German 
marks and Netherlands guilders). The composition of the 
multicurrency loans is affected by the selection of currencies 
for disbursements on those loans and by the currencies 
selected for the billing of the principal repayments, both of 

which are managed to maintain the alignment of the multi
currency loans' composition with the target ratio. The selec
tion of currencies by the Bank for billing purposes does not 
permit the determination of average maturity information for 
multicurrency loans by individual currency. Accordingly, the 
Bank discloses the maturity periods for its multicurrency 
loans and the average maturity for the total multicurrency 
loan portfolio on a combined U.S. dollar equivalent basis. 

Single currency loans - With a government guarantee 
Adjustable rate loans: In September 1996, the Board of 
Executive Directors approved the creation of the Single Cur
rency Facility pursuant to which the borrowers have the op
tion to choose to denominate each loan in the Currency 
Pooling System, in one of four currencies (United States dol
lars, German marks, Japanese yen and Swiss francs) or in a 
combination of the Currency Pooling System and such cur
rencies. In addition, the borrowers were given the option to 
choose to denominate non-disbursed Currency Pooling 
System loans approved as of October 31, 1996 in the United 
States dollar currency of the Single Currency Facility. The 
rates charged on Single Currency Facility loans are reset semi
annually to reflect the effective cost during the previous six 
months of each of the single-currency pools of borrowings 
allocated to fund such loans, plus a spread which, with the 
fees, is estimated to cover administrative and other costs and 
to meet desired net income targets. 

LIBOR-based loans: In May 1994, the Board of Executive 
Directors approved a lending program aimed for private sec
tor borrowers under which the loans are denominated and 
disbursed only in United States dollars and are guaranteed by 
a government (U.S. Dollar Window Program). The total 
amount approved for this program is currently 
$2,000,000,000. Borrowers under the U.S. Dollar Window 
Program have the option of electing either a LIBOR-based 
fixed or floating-rate loan. For fixed rate loans, the interest 
rate is fixed for each disbursement, for the life of the loan, at 
a rate based on a LIBOR funding cost. For floating-rate loans, 
the interest rate resets every six months based on a LIBOR 
rate. In either case, the borrower pays the Bank's spread and 
fees. 

Charges on loans with a government guarantee 
In addition to the interest rate, for loans made under the Cur
rency Pooling System, the U.S. Dollar Window Program and 
the Single Currency Facility, the Bank charges a credit com
mission of 0.75% (1.25% on loans approved prior to January 
1, 1989) per annum on the undisbursed convertible currency 
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portion of a loan, and a one-time inspection and supervision 
fee of 1 % on the principal amount of a loan which is capital
ized into the loan balance in quarterly installments during the 
disbursement period of the loan. Waivers of these fees are 
granted, at the discretion of the Board of Directors, when their 
collection is not needed to meet desired net income targets. 
Lending spreads, credit and one-time fees prevailing during 
1997 and 1996 were as follows: 

1996: First six months 
Second six months. 

1997: First six months 
Second six months. 

Lending Spread 
% 

0.50 
0.50 
0.50 
0.50 

Credit Fee 
% 

0.50 
Full 
Full 
Full 

One-time Fee 
% 

1.00 
0.70 
0.85 

Single currency loans - Without a government guarantee 
Under the terms of the Eighth General Increase in the Re
sources of the Bank, the Private Sector Program was estab
lished under which up to 5% of the Bank's new loans and 
guarantees may be made directly to private sector entities 
without a government guarantee subject to market-based pric
ing and provisioning. Disbursements are denominated in 
United States dollars and borrowers have the option of either 
a LIBOR-based fixed or floating-rate loan. For fixed rate loans, 
the interest rate is fixed upon approval or for each disburse
ment, for the life of the loan, at a rate representing LIBOR 
funding cost plus a credit spread. For floating-rate loans, the 
interest rate resets every six months based on a LIBOR rate 
plus a credit spread. The credit spreads and fees for Private 
Sector Program loans are set on a case by case basis. 

Cumulative Private Sector Program loans approved, net 
of cancellations and participations, as of December 31, 1997 
amounted to $614,660,000 (1996—$326,500,000). Out
standing loans, net of participations, under this Program 
amounted to $229,260,000 at December 31, 1997 (1996— 
$88,188,000). 

Inter-American Investment Corporation (IIC) 
In 1992, the Bank approved a loan to the IIC in the amount 
of $210,000,000, of which $75,000,000 was repaid before 
1997 and $135,000,000 was cancelled in 1997. In 1997, the 
Bank approved a new loan in the amount of $300,000,000. 
Disbursements under these loans are denominated in United 
States dollars and carry a LIBOR-based interest rate. The 
undisbursed balance was $300,000,000 and $135,000,000 as 
of December 31, 1997 and 1996, respectively. There were no 
amounts outstanding as of December 31, 1997 and 1996. 

Loan participations and guarantees 
Under the loan contracts with the borrowers, the Bank may 
sell participations in the loans to commercial banks or other 

public or private organizations, but it reserves to itself the ad
ministration of the loans. As of December 31, 1997, there 
were $230,649,000 in loan participations outstanding not 
included in the Balance Sheet (1996—$72,598,000). 

As of December 31, 1997, the Board of Executive Di
rectors had approved a guarantee without a government 
counter-guarantee in the amount of $31,250,000 (1996—$0) 
of which $9,000,000 (1996—$0) was subject to call. Guaran
tees are not included in reported loan balances. 

IFF subsidy 
The IFF was established in 1983 by the Board of Governors 
of the Bank for the purpose of subsidizing part of the interest 
payments for which certain borrowers are liable on loans from 
the Ordinary Capital resources of the Bank. During 1997, the 
IFF paid $37,068,000 (1996—539,947,000) of such interest 
on behalf of the borrowers. The IFF is funded primarily from 
the general reserve of the Bank's FSO. 

Nonaccrual loans and allowance for loan losses 
During 1997 and 1996, there were no countries in nonaccrual 
status in the Ordinary Capital of the Bank. 

The changes in the allowance for loan losses for the 
years ended December 31, 1997 and 1996 were as follows 
(in thousands): 

1997 1996 
Balance at January 1, $805,262 $806,998 
Provision for loan losses 62,719 61,839 
Translation adjustments (46,417) (63,575) 

Balance at December 31, $821.564 $805.262 

Note F - Property 
The property of the Bank 
following (in thousands): 

Ordinary Capital - consists of the 

December 31, 

1997 1996 
Land, buildings, improvements and 

equipment, at cost $406,658 $373,825 
Less: accumulated depreciation (136,489) (123,750) 

$ 270,169 $ 250,075 

Note G - Borrowings 
The primary objective of the Bank's borrowing policy is to ob
tain the necessary resources to finance its lending program at 
the lowest possible cost for borrowers. The Bank enters into 
swap agreements as part of its borrowing strategy to lower the 
Bank's borrowing costs. The Bank follows guidelines regard
ing the counterparties with whom it will enter into swap 
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agreements and establishes credit limits for each of those 
counterparties. The Bank does not anticipate nonperformance 
by any of its counterparties. A summary of the Bank's borrow
ing portfolio and its maturity structure at December 31, 1997 
and 1996 is shown in Appendix 1-4. 

The borrowings of the Bank consist of loans, notes and 
bonds issued in various currencies at contracted interest rates 
ranging from 0.66% to 14.63% and maturing at various dates 
through 2027. The average cost of borrowings during 1997 
and 1996 was 6.70% and 6.74%, respectively, before swaps, 
and 6.54% and 6.61%, respectively, after swaps. 

Currency swaps 
Currency swaps are agreements in which the proceeds of a 
borrowing are converted into a different currency and, simul
taneously, an agreement is executed providing for a schedule 
of future exchanges of the two currencies in order to recover 
the currency converted. The combination of a borrowing and 
a currency swap produces the financial equivalent of substi
tuting a borrowing in the currency obtained in the initial con
version for the original borrowing. 

Interest rate swaps 
Interest rate swaps are agreements that transform a fixed rate 
payment obligation in a particular currency into a floating rate 
obligation in that currency and vice-versa. 

Fair value 
The following table reflects the carrying and estimated fair val
ues of the borrowing portfolio as of December 31, 1997 and 
1996 (in thousands): 

amounts that are not reflected in the basic financial state
ments. For both on and off-balance sheet instruments, the 
Bank limits trading to a list of authorized dealers and coun
terparties. Credit risk is controlled through application of eli
gibility criteria and volume limits for transactions with 
individual counterparties. 

The notional amounts and credit risk exposures, as ap
plicable, for these financial instruments at December 31, 1997 
and 1996 are given below (in thousands): 

1997 1996 
Investments - Trading Portfolio 

Interest rate swaps 
Notional principal $ 293,000 
Credit exposure due to 

potential nonperformance 
by counterparties — 

Borrowing Portfolio 
Currency swaps 

Credit exposure due to 
potential nonperformance 
by counterparties 62,751 

Interest rate swaps 
Notional principal 1,980,315 
Credit exposure due to 

potential nonperformance 
by counterparties 29,656 

Note I - Capital Stock 

117,585 

1,909,605 

35,847 

1997 1996 

Carrying 
Value 

Estimated 
Fair Value 

Carrying 
Value 

Estimated 
Fair Value 

Borrowings $27,345,275 $29,718,219 $26,659,813 $28,661,323 
Swaps 

Currency 
Payable 4,982,544 5,121,792 
Receivable (4,603,687) (4,786,836) 

Interest rate — 26,189 
(3,183,171) 

3,343,302 
(3,358,981) 

34,580 

Note H - Credit Risk 
The Bank is party to a variety of financial instruments, certain 
of which involve elements of credit risk in excess of the 
amount recorded on the Balance Sheet. Credit risk exposure 
represents the maximum potential accounting loss due to pos
sible nonperformance by obligors and counterparties under 
the terms of the contracts. Additionally, the nature of the 
instruments involves contract value and notional principal 

Composition 
The capital of the Bank consists of "paid-in" and "callable" 
shares. The subscribed "paid-in" capital has been or is to be 
paid in gold and/or United States dollars and in the currency 
of the respective member, which in some cases must be made 
freely convertible, in accordance with the terms for the respec
tive increase in capital. Non-negotiable, non-interest bearing 
demand obligations have been or will be accepted in lieu of 
the immediate payment of all or any part of the member's sub
scribed "paid-in" capital stock. The subscribed "callable" por
tion of capital may only be called when required to meet 
obligations of the Bank created by borrowings of funds for 
inclusion in the Bank's Ordinary Capital resources or guaran
tees chargeable to such resources and is payable at the option 
of the member either in gold, in United States dollars, in fully 
convertible currency of the member country, or in the cur
rency required to discharge the obligations of the Bank for the 
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purpose for which the call is made. For a Statement of 
Subscriptions to Capital Stock at December 31, 1997 and 
1996, see Appendix 1-5. 

Voting power 
Under the Agreement, each member country shall have 135 
votes plus one vote for each share of Ordinary Capital stock 
held by that country. The Agreement, as amended by the 
Eighth General Increase in the Resources of the Bank, also 
provides that no increase in the subscription of any member 
to the Ordinary Capital stock shall have the effect of reducing 
the voting power of the regional developing members below 
50.005%, of the United States below 30%, and of Canada 
below 4% of the total voting power, leaving the voting power 
available for nonregional members at up to 15.995%, includ
ing 5.001% for Japan. 

In making decisions concerning operations of the FSO 
and the IFF, the number of votes and percent of total voting 
power for each member country are the same as determined 
by the provisions of the Agreement referred to above. 

Changes for the period 
On July 31, 1995, the Board of Governors of the Bank ap
proved the Eighth General Increase in the Resources of the 
Bank which provided, subject to the member countries' sub
scriptions, for an increase in the capital stock of the Bank in 
the amount of $40,000,000,000, consisting of $1,000,000,000 
of "paid-in" capital and $39,000,000,000 of "callable" capital. 
At December 31, 1997, subscriptions to the increase aggregat
ing approximately $26,570,590,000 had been received from 
members, consisting of $663,139,000 of "paid-in" capital and 
$25,907,451,000 of "callable" capital. The remaining subscrip
tions to the increase are due in the years 1998 and 1999. 

Up to $136,000,000 of unallocated special contribu
tions committed to a corresponding increase in the FSO are to 
be paid by contributions from members. Any unpaid portion 
as of January 1, 2000 will be paid to the FSO by periodic 
transfers from the net income of the Ordinary Capital, consis
tent with prudent financial management, between January 1, 
2000 and December 31, 2004. 

Total subscriptions to shares of Ordinary Capital stock 
and the voting power of the member countries as of 
December 31, 1997 are shown in the Statement of 
Subscriptions to Capital Stock and Voting Power in 
Appendix 1-6. 

The composition of subscribed capital and receivable 
from members for the years ended December 31, 1997 and 
1996 are as follows (in thousands): 

Subscribed capital 

Amount 
Shares Paid-in Callable Total 

Balance at 
January 1, 1996 5,504,132 $3,480,819 $62,917,905 $66,398,724 

Subscriptions during 
1996 1,201,674 357,548 14,138,765 14,496,313 

Balance at 
December 31, 1996... 6,705,806 3,838,367 77,056,670 80,895,037 

Subscriptions during 
1997 552,259 166,523 6,495,616 6,662,139 

Balance at 
December 31, 1997... 7,258,065 $4,004,890 $83,552,286 $87,557,176 

Amount 

Receivable from members 1997 

Regional developing members $559,990 
United States 71,710 
Canada 15,402 
Non-regional members 222,445 

Total $869,547 

1996 

$549,609 
61,466 
11,349 

183,758 
$806,182 

During 1996, the Bank reached an agreement adjusting 
the receivable from one of its members. The agreement result
ed in the Bank recognizing an increase in non-negotiable, 
non-interest bearing demand obligations of $214,446,000 
from a regional developing member and a corresponding 
decrease in cash and investments. 

Membership 
On April 21, 1993, the Bank's Board of Executive Directors 
decided that the Socialist Federal Republic of Yugoslavia 
(SFRY) had ceased to be a member of the Bank and that the 
Republic of Bosnia and Herzegovina, the Republic of Croatia, 
the Former Yugoslav Republic of Macedonia, the Republic of 
Slovenia and the Federal Republic of Yugoslavia (Serbia and 
Montenegro) are authorized to succeed to the SFRY's mem
bership. Accordingly, the shares representing SFRY's member
ship in the Ordinary Capital of the Bank were classified as 
unallocated until each successor republic succeeded to the 
membership of the SFRY. The Republics of Croatia and 
Slovenia have since become members of the Bank and have 
subscribed to the 1,142 and 655 shares, respectively, allocated 
to them. On June 21, 1993, the Government of the Former 
Yugoslav Republic of Macedonia declined the offer to succeed 
to the membership of the SFRY in the Bank. 
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Note J - General Reserve 
The adjustments resulting from the translation into United 
States dollars of assets and liabilities derived from borrowed 
sources are made directly to the general reserve. Such adjust
ments consist of the following (in thousands): 

Years ended December 31, 

Cumulative adjustments, 
beginning of year 

Translation adjustments 
for the year 

Cumulative adjustments, 
end of year 

1997 

$203,389 

(42,068) 

$161,321 

1996 

$ 310,856 

(107,467) 

$ 203,389 

Note K - Special Reserve 

The following is a summary of changes in the special reserve 
for the years ended December 31, 1997 and 1996 (in 
thousands): 

1997 1996 
Balance at January 1, $2,212,418 $2,108,995 
Allocation of special 

commissions 264,214 257,387 
Translation adjustments (137,313) (153,964) 

Balance at December 31, $2,339,319 $2,212,418 

The adjustments resulting from translating the special 
reserve assets into United States dollars consist of the follow
ing for the years ended December 31, 1997 and 1996 (in 
thousands): 

1997 1996 
Cumulative adjustments, 

beginning of year $(144,634) 
Translation adjustments 

for the year (137,313) 
Cumulative adjustments, 
end of year $(281,947) 

$ 9,330 

(153,964) 

$(144,634) 

The Bank allocates the special reserve investments by 
currency so that the currency composition is proportionate to 
the borrowings outstanding. 

The special reserve assets consist of the following (in 
thousands): 

December 31, 

1997 1996 

Investments at market value $2,259,071 
Accrued loan commissions 80,248 

$2,130,761 
81,657 

$2,339,319 $2,212,418 

Note L - Retirement Plans 

Description 
The Bank has two defined benefit retirement plans (Plans), the 
Staff Retirement Plan (SRP) for the benefit of its international 
employees and the employees of the IIC, and the Local Em
ployees Retirement Plan (LRP) for the benefit of local employ
ees in the country offices. Under the Plans, benefits are based 
on the years of contributory service and the highest three-year 
average of pensionable remuneration as defined in the Plans, 
with the employees contributing a fixed percentage of pen
sionable remuneration, and the Bank contributing the 
remainder of the actuarially determined cost of future Plans' 
benefits. 

Funding policy 
In both 1997 and 1996, the Plans were funded by employee 
and Bank contributions at the rates of 10% and 24% of pen
sionable remuneration, respectively. In accordance with the 
provisions of the Plans, any and all contributions to the Plans 
by the Bank shall be irrevocable, and shall be held by the Bank 
separately in Retirement Funds, to be used in accordance with 
the provisions of the Plans, and neither such contributions 
nor any income thereon shall be used for or diverted to pur
poses other than the exclusive benefit of participants and 
retired participants or their beneficiaries or estates under the 
Plans prior to the satisfaction of all liabilities with respect 
thereto. 

Types of assets 
The assets of the SRP and those of the LRP are invested by sev
eral independent investment managers. A portion of invest
ments corresponding to the SRP is denominated in currencies 
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other than the United States dollar. The following tables sum

marize the investments of the Plans as of December 31 , 1997 
and 1996 (in thousands): 

1997 1996 

SRP Cost Fair Value1 Cost Fair Value1 

Government, corporate 
and other bonds, 
notes and short term 
investments 

Common stocks 
Real estate investment 

funds 

381,937 $ 402,414 $364,769 $ 381,614 
566,307 936,031 539,047 751,713 

76,547 79,182 45,159 41,733 

61,024,791 $1,417,627 $948,975 $1,175,060 

'Does not include accrued income, accounts receivable and accounts payable 
in the amount of $2,036 and $1,830 as of December 31, 1997 and 1996, 
respectively. 

1997 

LRP Cost Fair Value' 

1996 

Cost Fair Value' 
Common stock fund.. 
Fixed income fund 
Cash and short term 

investments 

8,758 
5,872 

516,577 
5,885 

8,247 
4,105 

107 

$12,356 
4,078 

107 

$12,459 $16,541 

'Does not include accrued income and accounts payable in the amount of 
$(341) and $(20) as of December 31, 1997 and 1996, respectively. 

Pension costs 
Total pension costs for the SRP and for the LRP for 1997 
amounted to $27,800,000 and $4,876,000, respectively, 
(1996—$26,410,000 and $2,647,000) and were charged to 
administrative expenses and allocated to the Ordinary Capital 
and to the FSO as indicated in Note B. The portion of this cost 
that relates to the Ordinary Capital for the year ended Decem

ber 3 1 , 1997 is $24,448,000 (1996—$21,473,000). The bal

ance has been charged to the FSO. 

Components of pension costs 
Pension costs for the years ended December 31 , 1997 and 
1996 consist of the following (in thousands): 

SRP LRP 

1997 1996 1997 1996 
Service cost $ 37,443 $ 33,994 $1,687 $1,010 
Interest cost 

on projected 
benefit obligation 74,998 60,576 2,826 1,639 

Amortization of: 
Prior service costs 593 593 860 860 
Unrecognized net loss.. — — 762 — 

Net actuarial gain 
deferred 158,288 87,075 3,194 1,456 

Actual return 
on Plan assets (243,522) (155,828) (4,453) (2,318) 

$ 27,800 $ 26,410 $ 4,876 $ 2,647 

Reconciliation of Plan assets based on the December 31 , 
1997 valuation of the Plans (in thousands): 

SRP 
Obligation at December 31, 1997 

Nonvested benefits 
Vested benefits 

Accumulated benefits 
Effect of future salary increases 
Projected benefit obligation at 

December 31, 1997 
Plan assets at December 31, 1997 

Funded status 
Remaining unrecognized net obligation 

at December 31, 1997 
Unrecognized (gain) loss 
Prepaid (accrued) pension cost 

; 80,620 
■ 901,099 

981,719 
253,804 

1,235,523 
1,419,663 

184,140 

3,559 
(185,713) 

LRP 

$ 7,074 
23,112 
30,186 
16,399 

46,585 
22,125 

(24,460) 

9,467 
9,711 

$ (5,282) 

The unrecognized net transition obligation is being am

ortized over 15 years. 

Actuarial assumptions: 
SRP LRP 

Weighted average assumed discount rate 6.00% 6.00% 
Weighted average expected longterm 

rate of return 6.75% 6.75% 
Weighted average rate of salary increases .... 6.00% 7.40% 
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Note M - Non-Pension Retirement Benefits 
The Bank provides certain health care and other benefits to re
tirees. All current staff of the Bank and the IIC who contribute 
to the SRP and LRP while in active service and who meet cer
tain requirements are eligible for postretirement benefits when 
they retire under the Bank's retirement plans. 

Retirees contribute toward health care based on a con
tribution schedule established by the Bank. The Bank contrib
utes the remainder of the actuarially determined cost of future 
health and other benefits. While all contributions made by the 
Bank and all other assets and income of the Postretirement 
Benefits Plan (Plan) remain the property of the Bank, they are 
held and administered separately and apart from the other 
property and assets of the Bank solely for the purpose of pay
ment of benefits under the Plan. 

Funding policy and type of assets 
The Plan was initially funded by the Bank during 1991. Ad
ditional funding is provided by the Bank annually, on the basis 
of actuarial valuation. The assets of the Plan are invested by 
independent investment managers. 

The following table summarizes the investments of the 
Plan as of December 31 , 1997 and 1996 (in thousands): 

1997 1996 

Cost 
Common stock fund.... $409,398 
Fixedincomefund 110,664 
Cash and short 

term investments 5,253 

Fair 
Value1 

$474,876 
112,608 

5,253 

Cost 
$332,547 

89,433 

3,339 

Fair 
Value1 

$366,833 
90,412 

4,883 

$525,315 $592,737 $425,319 $462,128 

'Does not include accrued income, accounts receivable and accounts payable in 
the amount of $3,499 and $3,016 as of December 31, 1997 and 1996, 
respectively. 

Components of postretirement benefits costs 
Postretirement benefits costs consist of the following (in thou
sands): 

Years ended December 31 , 

1997 

Service cost 
Interest cost 
Amortization of: 

Prior service cost 
Unrecognized net loss 

Net actuarial gain deferred ... 
Actual return on Plan assets . 

5 22,272 
34,575 

38 
2,059 

74,553 
(106,648) 

i 26,849 

1996 

$ 22,006 
34,025 

38 
5,866 

30,028 
(59,525) 

$ 32,438 

Reconciliation of Plan assets based on the December 31 , 
1997 valuation of the Plan (in thousands): 

Obligation at December 31 , 1997 
Accumulated postretirement benefits obligation: 

Retirees 
Fully eligible active plan participants 
Other active plan participants 

Plan assets at December 31 , 1997... 

Funded status 
Unrecognized items: 

Prior service cost 
Net actuarial gain 

Prepaid postretirement benefit cost. 

$207,477 
106,428 
241,798 

555,703 
592,422 

36,719 

200 
(29.192) 

$ 7,727 

Actuarial gains and losses which exceed 10% of the ac
cumulated postretirement benefit obligation are amortized 
over the average remaining life of active participants of ap
proximately 12.1 years. 

Benefits costs for the Plan for 1997 amounted to 
$26,849,000 (1996—$32,438,000) and were charged to ad
ministrative expenses and allocated to the Ordinary Capital 
and to the FSO as indicated in Note B. The portion of this cost 
that relates to the Ordinary Capital for the year ended 
December 3 1 , 1997 was $20,088,000 (1996—$23,972,000). 
The balance has been charged to the FSO. 

Actuarial assumptions: 
Weighted average assumed discount rate 6.00% 
Weighted average expected long-term 

rate of return 6.75% 

At December 31 , 1997, the accumulated postretirement 
benefit obligation (APBO) was determined using health care 
cost trend rates of 8.5% to 11.00% for those participants as
sumed to retire in the United States. The rate was assumed to 
decrease gradually to 4 .5% in 2011 and thereafter. For those 
participants assumed to retire outside of the United States, an 
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11.00% health care cost trend rate was used. Increasing the 
assumed health care cost trend rates by one percentage point 
would increase the APBO as of December 31 , 1997 by ap
proximately $72,200,000 and the net periodic postretirement 
benefit cost for the year then ended by approximately 
$9,800,000. 

Note N - Reconciliation of Net Income to Net Cash 
Provided by Operating Activities 
A reconciliation of net income to net cash provided by oper
ating activities, as shown in the Statement of Cash Flows, is 
as follows (in thousands): 

Years ended December 31, 

1997 1996 

Net income 
Difference between amounts accrued and 

amounts paid or collected for: 
Loan income 
Investment income 
Net unrealized (gain) loss on investments 
Interest and other costs of borrowings 
Administrative expenses, including depreciation.. 

Provision for loan losses 

$414,776 $364,403 

(13,914) 
(24,261) 
(4,633) 
9,480 
17,596 
62,719 

(28,450) 
27,615 
23,106 
14,499 
13,709 
61,839 

Net cash provided by operating activities. $461,763 $476,721 

Supplemental disclosure of noncash activities 
Decrease resulting from exchange rate 
fluctuations: 
Borrowings $(1,617,722) $(1,933,409) 
Loans outstanding (1,442,269) (1,962,281) 

Note O - Heavily Indebted Poor Countries Initiative 
The Bank has agreed to participate in an initiative endorsed 
by the World Bank and the International Monetary Fund for 
addressing the debt problems of a group of countries identi
fied as heavily indebted poor countries to ensure that reform 
efforts of these countries will not be put at risk by continued 
high external debt burdens. Under the initiative, creditors are 
to provide debt relief for those countries that demonstrate 
good policy performance over an extended period in order to 
bring their debt service burdens to sustainable levels. 

The Bank has approved its participation in debt relief 
programs for Bolivia and Guyana. No other countries are ex
pected to become eligible in 1998. 

While no specific amounts or modalities have been de
termined, it is anticipated that the effect on the Bank's Ordi
nary Capital, if any, will not be material. 

Note P - The Year 2000 Issue (Unaudited) 
The Year 2000 issue involves computer programs that use 
only two digits to identify a year in the date field. These pro
grams do not consider the impact of the upcoming change in 
the century and, if not corrected, the affected computer ap
plications could fail or create erroneous results by or at the 
year 2000. 

As of December 31, 1997, the Bank has assessed the 
impact of the Year 2000 issue on its computer systems 
and is in the process of remediating the affected hardware and 
software. Expenditures for the Year 2000 project were 
$2,264,000 in 1997 and are estimated to be approximately 
$7,736,000 over the next two years. 
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SUMMARY STATEMENT OF INVESTMENTS — NOTE D 
December 31, 1997 
Expressed in thousands of United States dollars 

German 
marks 

Japanese 
yen 

Netherlands 
guilders 

Swiss 
francs 

Obligations ol the United States 
Government and its corporations 
and agencies: 

Carrying value 
Average balance during year 
Net gains for the year 
Average yield-to-maturity (%)... 
Average maturity (years) 

Obligations of other governments 
and agencies: 

Carrying value 
Average balance during year.... 
Net gains for the year 
Average yield-to-maturity (%). 
Average maturity (years) 

Bank obligations and time deposits: 
Carrying value 
Average balance during year.... 
Net gains for the year 
Average yield-to-maturity (%). 
Average maturity (years) 

Other Securities: 
Carrying value 
Average balance during year.... 
Net losses for the year 
Average yield-to-maturity (%). 
Average maturity (years) 

Total Investments: 
Carrying value 
Average balance during year.. 
Net gains for the year 

186,118 
260,197 

2,203 
3.27 
1.07 

663,515 
718,397 

3.72 
0.14 

849,633 
978,594 

2,203 

693,460 
712,109 

290 
0.45 
0.75 

483,458 
537,218 

0.69 
0.05 

1,176,918 
1,249,327 

290 

159,279 
326,466 

3.47 
0.09 

445,682 
431,378 

1.61 
0.11 

159,279 
326,466 

445,682 
431,378 

United States 
dollars 

809,941 
1,346,034 

3,878 
5.89 
2.01 

1,350,836 
721,318 
30,135 

5.69 
1.14 

3,622,176 
3,783,096 

1,134 
5.84 
0.11 

235,049 
22,386 

(123) 
6.07 
4.30 

6,018,002 
5,872,834 

35,024 

Other 
currencies 

("The carrying value of total investments held in other currencies consists of the following: 

Canadian dollars 
British pounds sterling. 
Italian lire 
Spanish pesetas 
Other 

$ 507,597 
485,277 
130,217 
122,078 
182,195 

Total $1,427,364 

201,940 
192,346 

4,631 
4.52 
0.51 

1,225,424 
1,184,068 

7,336 
5.84 
0.11 

All 
currencies 

809,941 
1,346,034 

3,878 
5.89 
2.01 

2,432,354 
1,885,970 

37,259 
3.91 
0.97 

6,599,534 
6,980,623 

8,470 
4.91 
0.11 

235,049 
22,386 

(123) 
6.07 
4.30 

1,427,364"' 10,076,878 
1,376,414 10,235,013 

11,967 49,484 
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SUMMARY STATEMENT OF INVESTMENTS — NOTE D 
December 31, 1996 
Expressed in thousands of United States dollars 

German 
marks 

Japanese 
yen 

Netherlands 
guilders 

Swiss 
francs 

Obligations of the United States 
Government and its corporations 
and agencies: 

Carrying value 
Average balance during year 
Net gains for the year 
Average yield-to-maturity (%)... 
Average maturity (years) 

Obligations of other governments 
and agencies: 

Carrying value 
Average balance during year.... 
Net gains (losses) lor the year. 
Average yield-to-maturity (%). 
Average maturity (years) 

Bank obligations and time deposits: 
Carrying value 
Average balance during year 
Net gains for the year 
Average yield-to-maturity (%).. 
Average maturity (years) 

352,917 
353,907 

(3,709) 
3.32 
1.31 

788,807 
790,927 

3.16 
0.14 

Total Investments: 
Carrying value 1,141,724 
Average balance during year 1,144,834 
Net gains (losses) for the year (3,709) 

501,521 
998,496 

(4,466) 
0.27 
0.09 

655,354 
528,671 

0.47 
0.03 

1,156,875 
1,527,167 

(4,466) 

1,662 
(36) 

361,176 
203,016 

2.95 
0.12 

361,176 
204,678 

(36) 

14,586 
(509) 

443,560 
346,288 

1.90 
0.06 

443,560 
360,874 

(509) 

United States 
dollars 

1,393,682 
2,831,024 

57,700 
5.45 
0.45 

366,703 
241,512 

11,930 
5.38 
1.33 

3,957,152 
2,981,446 

118 
6.25 
0.06 

5,717,537 
6,053,982 

69,748 

Other 
currencies 

(1)The carrying value of total investments held in other currencies consists of the following: 

Canadian dollars 
British pounds sterling. 
Italian lire 
Spanish pesetas 
Other 

$ 487,366 
318,016 
122,161 
117,066 
216,431 

Total $1,261,040 

351,607 
345,189 

13,057 
3.38 
0.70 

909,433 
1,020,439 

4,458 
5.54 
0.07 

All 
currencies 

1,393,682 
2,831,024 

57,700 
5.45 
0.45 

1,572,748 
1,955,352 

16,267 
2.84 
0.79 

7,115,482 
5,870,787 

4,576 
4.85 
0.07 

1,261,040'» 10,081,912 
1,365,628 10,657,163 

17,515 78,543 
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SUMMARY STATEMENT OF LOANS BY COUNTRY 
December 31, 1997 and 1996 
Expressed in thousands of United States dollars 

NOTEE 

Member in whose 
territory loans have 
been made 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil * 
Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 
Honduras 
Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 
Suriname  
Trinidad and Tobago 
Uruguay 
Venezuela 
Regional 
Inter-American Investment 

Corporation 
Total 1997 

Loans 
approved, 

less 
cancellations'1''2' 

610,322,148 
248,810 
218,227 

3,502 
1,015,086 

13,551,227 
3,738,587 
5,731,242 
1,533,814 

690,055 
2,392,891 
1,377,832 
1,065,958 

106,791 
503,453 
902,947 

10,848,571 
242,876 

1,319,609 
830,842 

3,540,482 
14,804 

854,578 
1,835,423 
3,320,901 
2,118,274 

Loans sold 
Principal or agreed 

collected'2' to be sold'1' 

375,000 

2,492,150 
26,696 
40,992 

269,926 
3,737,031 
2,942,540 
2,058,915 

289,989 
137,530 
553,334 
250,796 
298,370 

51,413 
235,679 
287,356 

3,428,530 
79,120 

297,304 
100,024 
680,908 

4,529 
24,028 

272,128 
486,460 
707,517 

75,000 

14,000 
59,740 

121,597 
172,705 

1,520 
200 

103,257 
15,251 
40,725 

18,060 

22,186 
1,794 

58,000 
429 

122,662 

13,951 
5,768 
1,000 

Undisbursed 

$118,012 $ 3,232,478 
83,278 
76,632 

3,118 
75,899 

5,373,640 
79,281 

1,293,947 
516,243 
256,497 
680,419 
593,252 
391,079 

14,234 
229,524 

2,258,740 
7,981 

538,425 
439,145 
851,872 

113 
404,076 
743,777 

1,551,037 
689,202 

300,000 

Outstanding 
1997 

$ 4,479,508 
138,836 
100,603 

384 
655,261 

4,380,816 
595,169 

2,205,675 
726,062 
295,828 

1,055,881 
518,533 
335,784 

55,378 
235,480 
386,067 

5,139,115 
153,981 
425,880 
291,244 

1,885,040 
10,162 

426,474 
805,567 

1,277,636 
720,555 

Currency in which 
outstanding portion of 

approved loans is 
collectible 

Freely 
convertible Other 
currencies currencies 

4,424,660 
138,836 
100,526 

384 
652,824 

4,327,198 
588,057 

2,171,743 
726,062 
295,828 

1,055,234 
517,723 
335,268 

55,378 
235,480 
386,067 

5,130,376 
153,981 
425,880 
290,652 

1,881,426 
10,162 

426,474 
805,564 

1,277,636 
720,555 

Outstanding 
1996 

54,848 $ 

77 

2,437 
53,618 

7,112 
33,932 

647 
810 
516 

8,739 

592 
3,614 

3,968,724 
128,754 
96,539 

711,186 
3,583,589 

986,108 
2,406,607 

687,930 
310,935 

1,065,823 
443,255 
302,072 

67,273 
243,252 
388,219 

5,177,089 
160,595 
330,172 
247,426 

1,477,794 
11,524 

423,662 
711,681 

1,377,593 
720,687 

$68,703,930 $19,828,265 $890,857 $20,683,889 $27,300,919 $27,133,974 $166,945 
Total 1996 $66,084,977 $18,757,433 $891,154 $20,407,901 $25,883,760 $144,729 $26,028,489 

'"As of December 31, 1997, this table excludes participated Private Sector loans of $845,300 (1996-$282,400). Also, this table excludes a 
guarantee without a government counter-guarantee approved in the amount of $31,250 (1996-S0). 

"'Includes principal repayments received on revolving lines of credit under export financing operations of $489,711 (1996-$480,033). 
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SUMMARY STATEMENT OF LOANS OUTSTANDING BY CURRENCY AND PRODUCT — NOTE E 
December 31, 1997 
Expressed in thousands of United States dollars 

1997 

jrrency/Rate type 
German marks 

Fixed 
Adjustable 

Japanese yen 
Fixed 
Adjustable 

Netherlands guilders 
Fixed 
Adjustable 

Swiss francs 
Fixed 
Adjustable 

United States dollars 
Fixed 
Adjustable 
LIBOR-based fixed 
LIBOR-based floating. 

Others 
Fixed 

Multicurrency loans 
Weighted 
average 

rate 
(%) 

Single currency loans Total loans 

Amount 

690,481 
1,009,561 

1,993,435 
3,607,854 

296,389 
477,210 

1,441,683 
2,461,597 

4,265,915 
8,163,528 

187,508 
Loans outstanding 

Fixed 8,875,411 
Adjustable 15,719,750 
LIBOR-based fixed — 
LIBOR-based floating — 

Total $24,595,161 

7.96 
6.59 

7.83 
6.59 

7.90 
6.59 

7.87 
6.59 

7.77 
6.59 

4.53 

7.75 
6.59 

7.01 

Amount 

1,975,863 
208,026 
521,869 

1,975,863 
208,026 
521,869 

$2,705,758 

Weighted 
average 

rate 
(%) 

6.97 
8.37 
6.73 

6.97 
8.37 
6.73 
7.03 

Average 
maturity 
(years) 

10.88 
4.93 
6.24 

10.88 
4.93 
6.24 
9.53 

Amount 

$ 690,481 
1,009,561 

1,993,435 
3,607,854 

296,389 
477,210 

1,441,683 
2,461,597 

4,265,915 
10,139,391 

208,026 
521,869 

187,508 

8,875,411 
17,695,613 

208,026 
521,869 

$27,300,919 

Weighted 
average 

rate 

7.96 
6.59 

7.83 
6.59 

7.90 
6.59 

7.87 
6.59 

7.77 
6.66 
8.37 
6.73 

4.53 

7.75 
6.63 
8.37 
6.73 

7.01 

MATURITY OF LOANS OUTSTANDING 
December 31, 1997 
Expressed in thousands of United States dollars 

1997 

Year of Maturity 

1998 
1999 
2000 
2001 
2002 
2003 through 2007. 
2008 through 2012. 
2013 through 2017. 
2018 through 2022. 
2023 through 2027. 
Total 

Average Maturity 
(years) 

Multicurrency loans 
Fixed Adjustable 

$ 529,150 
753,400 
948,200 

1,075,900 
1,093,700 
5,446,800 
4,508,400 
1,210,100 
147,300 

— 6,800 
1,875,411 $15,719,750 

$1,357,711 
1,262,000 
1,048,900 
910,100 
820,400 

2,747,400 
638,800 
85,800 
4,300 

Single currency loans 
Fixed'" Adjustable"1 

i 8,426 $ 24,932 
19,100 30,200 
22,100 61,600 
28,700 108,300 
28,700 194,300 
97,500 948,800 

3,500 732,500 
— 349,400 
— 46,000 
— 1,700 

Fixed 
$1,366,137 
1,281,100 
1,071,000 

938,800 
849,100 

2,844,900 
642,300 
85,800 

4,300 

All loans 
Adjustable 
$ 554,082 

783,600 
1,009,800 
1,184,200 
1,288,000 
6,395,600 
5,240,900 
1,559,500 
193,300 
8,500 

Total 
$ 1,920,219 
2,064,700 
2,080,800 
2,123,000 
2,137,100 
9,240,500 
5,883,200 
1,645,300 
197,600 
8,500 

$208,026 $2,497,732 $9,083,437 $18,217,482 $27,300,919 

4.49 8.43 4.93 9.91 4.50 8.63 7.26 

'"Includes LIBOR-based loans. 
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SUMMARY STATEMENT OF LOANS OUTSTANDING BY CURRENCY AND PRODUCT — NOTE E 
December 31, 1996 
Expressed in thousands of United States dollars 

1996 

Currency/Rate type 
German marks 

Fixed 
Adjustable 

Japanese yen 
Fixed 
Adjustable 

Netherlands guilders 
Fixed 
Adjustable 

Swiss francs 
Fixed 
Adjustable 

United States dollars 
Fixed 
Adjustable 
LIBOR-based fixed .... 
LIBOR-based floating 

Others 
Fixed 

Multicurrency loans 
Weighted 
average 

rate 
(%) Amount 

$ 944,235 
916,716 

3,051,927 
3,949,800 

340,546 
319,673 

2,190,655 
2,731,726 

4,472,304 
6,060,920 

177,544 
Loans outstanding 

Fixed 11,177,211 
Adjustable 13,978,835 
LIBOR-based fixed — 
LIBOR-based floating —-

Total $25,156,046 

8.06 
6.76 

7.92 
6.76 

8.10 
6.76 

7.94 
6.76 

7.87 
6.76 

4.86 

7.87 
6.76 

7.25 

MATURITY OF LOANS OUTSTANDING 
December 31, 1996 
Expressed in thousands of United States dollars 

Single currency loans 

Amount 

445,499 
111,603 
315,341 

445,499 
111,603 
315,341 

$872,443 

Weighted 
average 

rate 
(%) 

6.86 
8.18 
6.16 

6.86 
8.18 
6.16 
6.78 

Average 
maturity 
(years) 

10.65 
5.81 
5.82 

10.65 
5.81 
5.82 
8.29 

Total loans 

Amount 

$ 944,235 
916,716 

3,051,927 
3,949,800 

340,546 
319,673 

2,190,655 
2,731,726 

4,472,304 
6,506,419 

111,603 
315,341 

177,544 

11,177,211 
14,424,334 

111,603 
315,341 

$26,028,489 

Weighted 
average 

rate 
(%) 

8.06 
6.76 

7.92 
6.76 

8.10 
6.76 

7.94 
6.76 

7.87 
6.77 
8.18 
6.16 

4.86 

7.87 
6.76 
8.18 
6.16 
7.24 

Year of Maturity 

1996 
Multicurrency loans 

Fixed 

1997 
1998 
1999 
2000 
2001 
2002 through 2006 
2007 through 2011 
2012 through 2016 
2017 through 2021 
2022 through 2025 

Total $11,177,211 
Average Maturity 

(years) 4.70 

1,540,611 
1,510,300 
1,393,300 
1,153,700 
998,200 

3,464,100 
954,500 
162,300 

200 

Adjustable 
$ 286,935 

543,100 
722,800 
865,000 
958,100 

4,842,500 
4,389,200 
1,218,500 
144,900 
7,800 

$13,978,835 

8.80 

Single currency loans 
Fixed111 Adjustable'1' 

$ 21,740 
1,600 

20,900 
44,300 
52,300 

382,000 
208,700 
17,200 
12,100 

1,003 
7,800 
9,200 
9,900 
16,300 
67,400 

Fixed 
1,541,614 
1,518,100 
1,402,500 
1,163,600 
1,014,500 
3,531,500 
954,500 
162,300 

200 

All loans 
Adjustable 
$ 308,675 

544,700 
743,700 
909,300 

1,010,400 
5,224,500 
4,597,900 
1,235,700 
157,000 
7,800 

Total 
1,850,289 
2,062,800 
2,146,200 
2,072,900 
2,024,900 
8,756,000 
5,552,400 
1,398,000 
157,200 
7,800 

$111,603 $760,840 $11,288,814 $14,739,675 $26,028,489 

5.81 1.65 4.71 8.79 7.02 

"'Includes LIBOR-based loans. 
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STATEMENT OF BORROWINGS AND SWAPS — NOTE G 
December 31, 1997 
Expressed in thousands of United States dollars 

Direct borrowings 
Currency 

swap agreements 
Interest rate 

swap agreements 

Currency/Rate type 
German marks 

Fixed 

Net currency obligations 
Wgtd. Wgtd. Notional Wgtd. Wgtd. 
avg. Average Amount avg. Average amount avg. Average Amount avg. Average 
cost maturity payable cost maturity payable cost maturity payable cost maturity 

Amount (%) (years) (receivable) (%) (years) (receivable) (%) (years) (receivable) (%) (years) 

$ 2,747,497 6.84 4.95 $ 

Adjustable. 
(550,612) 4.97 3.76 

— — — $ 2,747,497 6.84 4.95 
(278,087) 6.21 8.79 (828,699) 5.39 5.45 
278,087 3.25 8.79 278,087 3.25 8.79 

apáñese yen 
Fixed 

Adjustable. 

Netherlands guilders 
Fixed 

5,784,269 5.53 5.80 

359,960 0.98 1.66 

832,838 7.24 3.93 

183,810 4.86 2.70 
(499,747) 3.59 10.03 

268,055 6.30 1.11 

(91,905) 1.20 0.17 (268,055) 0.90 1.11 

6,236,134 5.54 
(499,747) 3.59 
359,960 0.98 

(359,960) 0.98 

5.51 
10.03 

1.66 
0.87 

832,838 7.24 3.93 

Swiss francs 
Fixed 3,092,146 5.83 4.51 553,786 4.96 6.04 3,645,932 5.70 4.74 

United States dollars 
Fixed 10,956,331 7.09 

Adjustable. 

Others 
Fixed 

8.25 1,710,845 6.29 5.10 
— (311,331) 4.79 3.53 
— 2,534,103 5.62 4.63 

Adjustable. 

Total 
Fixed 

Adjustable. 

26,916,679 6.71 6.47 2,448,441 
— — — (4,457,234) 

414,508 1.54 2.72 2,534,103 
— — — (146,453) 

404,173 7.10 
(1,030,000) 6.99 
1,030,000 6.25 
(404,173) 5.75 

3,503,598 8.00 5.52 — — — 
— — — (3,095,544) 7.52 4.43 

54,548 5.27 9.74 — — — 
— — — (54,548) 5.27 9.74 

672,228 
(1,308,087) 
1,308,087 
(672,228) 

5.86 
3.18 
3.18 
5.86 

13,071,349 6.99 7.76 
(1,341,331) 6.48 3.26 
3,564,103 5.80 4.21 
(404,173) 5.75 5.86 

3,503,598 8.00 5.52 
(3,095,544) 7.52 4.43 

54,548 5.27 9.74 
(54,548) 5.27 9.74 

30,037,348 6.64 6.30 
(5,765,321) 6.63 4.79 
4,256,698 5.22 4.36 
(818,681) 3.62 3.92 

Principal at face 
value $27,331,187 6.63 6.41 $ 378,857 

MATURITY STRUCTURE OF BORROWINGS OUTSTANDING 
December 31, 1997 
Expressed in thousands of United States dollars 

$27,710,044 6.51 6.39 

Year of Maturity 

1998. 
1999. 
2000. 
2001. 
2002. 

$ 1,664,743 
2,446,894 
3,621,329 
3,405,708 
3,038,053 

2003 through 2007 10,412,547 
2008 through 2012 959,524 
2013 through 2017 632,389 
2018 through 2022 — 
2023 through 2027 1,150,000 
Total $27,331,187 
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STATEMENT OF BORROWINGS AND SWAPS — NOTE G 
December 31, 1996 
Expressed in thousands of United States dollars 

Direct borrowings 
Currency 

swap agreements 
Interest rate 

swap agreements 

Currency/Rate type 
German marks 

Fixed 

Net currency obligations 
Wgtd. Wgtd. Notional Wgtd. Wgtd. 
avg. Average Amount avg. Average amount avg. Average Amount avg. Average 
cost maturity payable cost maturity payable cost maturity payable cost maturity 

Amount (%) (years) (receivable) (%) (years) (receivable) (%) (years) (receivable) (%) (years) 

3,337,662 6.82 5.73 $ — — 
— — — (642,857) 4.97 

Adjustable 

Japanese yen 
Fixed 

Adjustable 

7,104,014 5.63 5.68 

388 433 0.62 2.08 

207,164 4.86 
(284,851) 5.79 

Netherlands guilders 
Fixed 

Swiss francs 
Fixed 

4.76 

3.70 
6.11 

— — — (86,319) 0.13 1.99 

1,264,625 7.34 3.89 

3,474,005 5.93 5.22 

(172,058) 8.29 0.47 

598,578 4.96 7.04 

(324,675) 6.22 
324,675 3.09 

302,114 6.30 

— $ 3,337,662 6.82 5.73 
9.79 (967,532) 5.39 6.45 
9.79 324,675 3.09 9.79 

2.11 

(302,114) 0.59 2.11 

7,613,292 5.64 5.48 
(284,851) 5.79 6.11 
388,433 0.62 2.08 

(388,433) 0.49 2.08 

1,264,625 7.34 3.89 
(172,058) 8.29 0.47 

4,072,583 5.79 5.49 

United States dollars 
Fixed 

Adjustable 

Others 
Fixed 

Total 
Fixed 

Adjustable 

¡,643,705 7.33 7.15 434,871 6.25 4.11 

— — — 2,068,267 5.61 4.23 

2,416,088 8.68 6.63 — — 
— — — (1,997,086) 8.06 

26,240,099 6.74 

388,433 0.62 

6.11 1,240,613 
— (3,096,852) 

2.08 2,068,267 
— (86,319) 

4.94 

352,816 7.17 
(930,000) 7.13 
930,000 6.25 
(352,816) 5.37 

654,930 
(1,254,675) 
1,254,675 
(654,930) 

6.42 
4.24 
4.24 
6.42 

9,431,392 7.27 6.98 
(930,000) 7.13 4.24 
2,998,267 5.81 4.23 
(352,816) 5.37 6.42 

2,416,088 8.68 
(1,997,086) 8.06 

6.63 
4.94 

28,135,642 6.69 6.04 
(4,351,527) 7.13 5.03 
3,711,375 5.03 4.49 
(741,249) 2.81 4.15 

Principal at face 
value $26,628,532 6.65 6.05 $ 125,709 $26,754,241 6.50 6.04 

MATURITY STRUCTURE OF BORROWINGS OUTSTANDING 
December 31, 1996 
Expressed in thousands of United States dollars 

Year of Maturity 
1997 $ 2,980,761 
1998 
1999 
2000 ; 
2001 : 
2002 through 2006 
2007 through 2011 
2012 through 2016 
2017 through 2021 
2022 through 2025 
Total $26,628,532 

1,790,545 
2,661,703 
3,017,922 
3,414,366 
9,940,255 
1,432,240 

468,103 
172,637 
750,000 
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STATEMENT OF SUBSCRIPTIONS TO CAPITAL STOCK — NOTE I 
December 31, 1997 and 1996 
Expressed in thousands of United States dollars 

Paid-in portion of 
subscribed capital 

Members 

Argentina 
Austria 
Bahamas 
Barbados 
Belgium 
Belize 
Bolivia 
Brazil 
Canada 
Chile ; 
Colombia 
Costa Rica 
Croatia 
Denmark 
Dominican Republic . 
Ecuador 
El Salvador 
Finland 
France 
Germany 
Guatemala 
Guyana 
Haiti 
Honduras 
Israel 
Italy 
Jamaica 
Japan 
Mexico 
Netherlands 
Nicaragua 
Norway 
Panama 
Paraguay. 
Peru 
Portugal 
Slovenia 
Spain 
Suriname  
Sweden 
Switzerland 
Trinidad and Tobago 
United Kingdom 
United States 2 
Uruguay 
Venezuela 

Shares 

795,278 
10,207 
15,373 
9,512 

21,452 
8,110 

63,838 
795,278 
296,978 
218,370 
218,331 

31,912 
3,062 
9,209 

42,602 
42,602 
31,912 
10,207 

121,983 
122,378 
42,602 
11,832 
31,912 
31,912 
10,066 

121,983 
42,602 

297,195 
511,215 
21,273 
31,912 
9,209 

31,912 
31,912 

106,450 
3,410 
1,843 

121,983 
6,488 

17,779 
29,854 
31,912 
69,927 

,258,981 
85,264 

426,080 

Total before unallocated amount 7,256,102 
Unallocated (see Note I) 1,963 

Total 1997 7,258,065 

Total 1996 6,705,806 

Freely 
convertible 
currencies 

$ 334,036 
5,465 
7,479 
3,878 
11,617 
3,601 

26,793 
334,036 
165,583 
91,730 
91,718 
13,427 
1,665 
5,103 
17,878 
17,878 
13,427 
5,465 

65,504 
65,758 
17,878 
5,223 
13,427 
13,427 
5,404 

65,504 
17,878 
156,632 
214,704 
11,388 
13,427 
5,103 
13,427 
13,427 
44,695 
1,810 
1,013 

65,504 
3,486 
9,832 
15,972 
13,427 
38,531 

1,251,798 
35,828 
203,981 

3,534,767 
1,363 

$3,536,130 
$3,264,148 

Other 
currencies 
$104,059 

4,053 
1,755 

3,601 
8,360 

104,059 

28,566 
28,554 
4,162 

5,573 
5,573 
4,162 

5,573 
2,570 
4,162 
4,162 

5,573 

66,904 

4,162 

4,162 
4,162 
13,957 

2,232 

4,162 

11,171 
33,331 

468,760 

$468,760 
$574,219 

Callable 
portion of 

subscribed capital 
$ 9,155,687 

117,667 
173,918 
109,114 
247,168 
90,633 
734,953 

9,155,687 
3,416,991 
2,513,995 
2,513,549 
367,380 
35,273 
105,989 
490,475 
490,475 
367,380 
117,667 

1,406,029 
1,410,541 
490,475 
134,942 
367,380 
367,380 
116,026 

1,406,029 
490,475 

3,428,560 
5,885,398 
245,238 
367,380 
105,989 
367,380 
367,380 

1,225,500 
39,327 
21,220 

1,406,029 
72,549 

204,644 
344,170 
367,380 
805,029 

25,999,266 
981,577 

4,902,675 

Total 
1997 

Total 
1996 

83,529,969 
22,317 

$83,552,286 
$77,056,670 

$ 9,593,782 
123,132 
185,450 
114,747 
258,785 
97,835 
770,106 

9,593,782 
3,582,574 
2,634,291 
2,633,821 
384,969 
36,938 
111,092 
513,926 
513,926 
384,969 
123,132 

1,471,533 
1,476,299 
513,926 
142,735 
384,969 
384,969 
121,430 

1,471,533 
513,926 

3,585,192 
6,167,006 
256,626 
384,969 
111,092 
384,969 
384,969 

1,284,152 
41,137 
22,233 

1,471,533 
78,267 

214,476 
360,142 
384,969 
843,560 

27,251,064 
1,028,576 
5,139,987 

87,533,496 
23,680 

$87,557,176 

$ 8,961,213 
104,409 
173,219 
107,184 
222,667 
91,381 
719,330 

8,961,213 
3,353,911 
2,460,590 
2,459,891 
359,587 
31,148 
91,188 

480,040 
480,040 
359,587 
104,409 

1,250,459 
1,257,588 
480,040 
133,325 
359,587 
359,587 
102,962 

1,250,459 
480,040 

2,852,663 
5,760,384 
214,789 
359,587 
91,188 
359,587 
359,587 

1,199,745 
34,718 
18,651 

1,250,459 
73,104 
176,319 
302,888 
359,587 
779,479 

25,721,735 
960,756 

4,801,077 
80,871,357 

23,680 

$80,895,037 
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APPENDIX 1-6 

STATEMENT OF SUBSCRIPTIONS TO CAPITAL STOCK AND VOTING POWER 
December 31, 1997 

Member countries 
Regional developing members 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 
Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 
Suriname  
Trinidad and Tobago 
Uruguay 
Venezuela 

Total regional developing members . 

Canada 

United States 
Nonregional members 

Austria 
Belgium 
Croatia 
Denmark 
Finland 
France 
Germany 
Israel 
Italy 
Japan 
Netherlands 
Norway 
Portugal 
Slovenia 
Spain .' 
Sweden 
Switzerland 
United Kingdom 
Total nonregional members 
Total before unallocated amount. 

Unallocated (See Note I) 
CRAND TOTAL 

Subscribed 
shares 

795,278 
15,373 
9,512 
8,110 

63,838 
795,278 
218,370 
218,331 

31,912 
42,602 
42,602 
31,912 
42,602 
11,832 
31,912 
31,912 
42,602 

511,215 
31,912 
31,912 
31,912 

106,450 
6,488 

31,912 
85,264 

426,080 

3,697,123 

296,978 

2,258,981 

10,207 
21,452 

3,062 
9,209 

10,207 
121,983 
122,378 

10,066 
121,983 
297,195 

21,273 
9,209 
3,410 
1,843 

121,983 
17,779 
29,854 
69,927 

1,003,020 
7,256,102 

1,963 
7,258,065 

Number 
of votes 

795,413 
15,508 
9,647 
8,245 

63,973 
795,413 
218,505 
218,466 

32,047 
42,737 
42,737 
32,047 
42,737 
11,967 
32,047 
32,047 
42,737 

511,350 
32,047 
32,047 
32,047 

106,585 
6,623 

32,047 
85,399 

426,215 

3,700,633 

297,113 

2,259,116 

10,342 
21,587 

3,197 
9,344 

10,342 
122,118 

■ 122,513 
10,201 

122,118 
297,330 

21,408 
9,344 
3,545 
1,978 

122,118 
17,914 
29,989 
70,062 

1,005,450 
7,262,312 

2,233 
7,264,545 

% of total 
number of 

votes'" 

10.953 
0.214 
0.133 
0.114 
0.881 

10.953 
3.009 
3.008 
0.441 
0.588 
0.588 
0.441 
0.588 
0.165 
0.441 
0.441 
0.588 
7.041 
0.441 
0.441 
0.441 
1.468 
0.091 
0.441 
1.176 
5.869 

50.957 

4.091 

31.107 

0.142 
0.297 
0.044 
0.129 
0.142 
1.682 
1.687 
0.140 
1.682 
4.094 
0.295 
0.129 
0.049 
0.027 
1.682 
0.247 
0.413 
0.965 

13.845 
100.000 

"'Data are rounded; detail may not add to subtotals and grand total because of rounding. 





FUND FOR 
SPECIAL OPERATIONS 

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

Board of Governors 
Inter-American Development Bank 

We have audited the accompanying special purpose statement of assets, liabilities and fund balance of the In ter-American 
Development Bank—Fund for Special Operations as of December 31, 1997 and 1996, and the related special purpose 
statements of changes in general reserve and cash flows for the years then ended. These financial statements are the 
responsibility of the Bank's management. Our responsibility is to express an opinion on these financial statements based 
on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstate
ment. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by manage
ment, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

The accompanying special purpose financial statements have been prepared for the purpose of complying with Article 
IV, Section 8(d) of the Agreement Establishing the Inter-American Development Bank, as discussed in Note B, and 
are not intended to be, and in our opinion are not, a presentation in conformity with generally accepted accounting 
principles. 

In our opinion, the accompanying special purpose financial statements of the Fund for Special Operations as of Dec
ember 31, 1997 and 1996 and for the years then ended, are fairly presented, in all material respects, on the basis of 
accounting described in Note B. 

As explained in Note B to the special purpose financial statements, the initial adoption of the change in the basis of 
accounting from generally accepted accounting principles to the special accounting basis described in Note B resulted in 
an increase of $115,100,000 in the general reserve as of January 1, 1996. 

This report was prepared solely for the information and use of the Board of Governors, Board of Executive Directors, and 
management of the Fund for Special Operations. However, under the Agreement Establishing the Inter-American Devel
opment Bank, this report is included in the Annual Report of the Bank and is therefore a matter of public record and its 
distribution is not limited. 

/)/N-fW f^h^o^. L<f* 
Washington, D.C. 
February 11, 1998 
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FUND FOR SPECIAL OPERATIONS 
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SPECIAL PURPOSE STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE 
Expressed in thousands of United States dollars 

December 31, 

ASSETS 

Cash and investments 
Cash 
Investments 

Trading 
Held-to-Maturity 

Loans outstanding 

Accrued interest and other charges 
On investments 
On loans 

Receivable from members 
Contribution quotas 
Non-negotiable, non-interest bearing 

demand obligations 
Amounts required to maintain value 

of currency holdings 

Property, net 
Other assets 

Total assets 

LIABILITIES AND FUND BALANCE 

Liabilities 
Accounts payable and accrued expenses .... 
Undisbursed technical cooperation 

projects and other financings 
Advance payments of contribution quotas 

Fund balance 
Contribution quotas authorized and 

subscribed 
General reserve 
Technical cooperation contribution 

1997 

$1,273,225 

499,611 

1,038 
36,705 

526,833 

1,282,142 

59,848 

$ 29,466 

222.962 
6,355 

9,571,557 
598,279 

$ 1,772,836 

6,733,964 

37,743 

1,868,823 

810 
14,443 

$10,428,619 

$ 258,783 

Total liabilities and fund balance 

10,169,836 

$10,428,619 

1996 

$1,314,030 

519,970 
11,680 

558 
36,335 

701,451 

1,357,793 

59,865 

1,823 

238,153 
15,890 

9,679,400 
628,476 

102 

1,845,680 

6,546,622 

36,893 

2,119,109 

867 
14,673 

$10,563,844 

255,866 

10,307,978 

$10,563,844 

The accompanying notes are an integral part of these special purpose financial statements 
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FUND FOR SPECIAL OPERATIONS 
INTER-AMERICAN DEVELOPMENT BANK 

SPECIAL PURPOSE STATEMENT OF CHANGES IN GENERAL RESERVE 
Expressed in thousands of United States dollars 

Years ended December 31, 

Income 
Loans 

Interest 
Credit commissions 
Service charges 
Supervision and inspection fees . 

Investments 
Other 

Total income. 

Expenses 
Administrative expenses. 

Total expenses 

Excess of income over expenses before technical cooperation expense 

Technical cooperation expense 

Excess of (expenses) over income 

General reserve beginning of year 
Translation adjustments 
Allocation to Intermediate Financing Facility Account 

General reserve end of year 

1997 

$122,112 
6,155 

929 
5.682 

134,878 
26,995 

427 
162.300 

85.717 
85.717 

76,583 

80,594 

(4,011) 

628,476 
(10,686) 
(15,500) 

$598,279 

1996 

$120,996 
6,038 
1,088 
6,675 

134,797 
31,223 

907 
166,927 

85,373 
85,373 

81,554 

80,018 

1,536 

645,660 
(3,220) 

(15,500) 

$628,476 

The accompanying notes are an integral part of these special purpose financial statements 
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FUND FOR SPECIAL OPERATIONS 
INTER-AMERICAN DEVELOPMENT BANK 

SPECIAL PURPOSE STATEMENT OF CASH FLOWS 
Expressed in thousands of United States dollars 

Years ended December 31, 

Cash flows from lending and investing activities 
Lending: 

Loan disbursements (net of participations) 
Loan collections (net of participations) 

Net cash used in lending activities 
Gross purchases of held-to-maturity investments 
Gross proceeds from maturities of held-to-maturity investments. 
Miscellaneous assets and liabilities 
Net cash used in lending and investing activities 

Cash flows from financing activities 
Capital: 

Collections of receivables from members . 
Net cash provided by financing activities .... 

cash flows from operating activities 
Loan income collections 
Income from investments 
Other income 
Administrative expenses 
Technical cooperation and other financings 
Net cash provided by operating activities ... 

Adjustment to receivable from members 
Change in market value of investments 
Allocation to the intermediate Financing Facility Account 
Effect of exchange rate fluctuations on cash and trading investments 

Net decrease in cash and trading investments 

Cash and trading investments at beginning of the year 

Cash and trading investments at end of the year 

1997 

$ (488.785) 
273.607 

(215.178) 
(25) 

11,705 
6.790 

(196,708) 

165,175 
165.175 

134.323 
26.654 

427 
(74,489) 
(80,887) 

6,028 

(160) 
(15,500) 
(19.999) 

(61,164) 

1,854,000 

$1,772,836 

1996 

(595,638) 
273,446 

(322,192) 
(2,442) 

42 
45,831 

(278,761) 

170,954 
170,954 

135,574 
39,878 

907 
(84,878) 
(78,540) 
12,941 

(36,956) 
(4,325) 

(15,500) 
(3,544) 

(155,191) 

1,989,191 

51,834,000 

The accompanying notes are an integral part of these special purpose financial statements 
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FUND FOR SPECIAL OPERATIONS 
INTER-AMERICAN DEVELOPMENT BANK 

NOTES TO SPECIAL PURPOSE FINANCIAL STATEMENTS 
December 31, 1997 and 1996 

Note A - Origin 
The Inter-American Development Bank (Bank) is an interna
tional organization which was established in December 1959. 
The principal purpose of the Bank is to promote the economic 
and social development of Latin America and the Caribbean, 
primarily by providing loans and related technical assistance 
for specific projects and for programs of economic reform. 
The Fund for Special Operations (FSO) was established under 
the Agreement Establishing the Bank (Agreement) for the pur
pose of making loans in the less developed member countries 
in Latin America and the Caribbean by providing financing on 
terms which are highly concessional. The FSO also provides 
technical assistance both related to projects and not connected 
to specific loans. The FSO complements the activities of the 
Ordinary Capital and the Intermediate Financing Facility Ac
count (IFF). The IFF's purpose is to subsidize part of the in
terest payments for which certain borrowers are liable on 
loans from the Ordinary Capital. The FSO makes annual allo
cations to the IFF Such allocations are authorized by the 
Board of Governors as indicated in Note H. 

Note B - Summary of Significant Accounting Policies 
Due to the nature and organization of the FSO, the accompa
nying financial statements have been prepared on a special ac
counting basis. As described below, this special accounting 
basis is not consistent with United States Generally Accepted 
Accounting Principles (GAAP) with respect to certain items. 
These special purpose financial statements have been pre
pared to comply with Article IV, Section 8(d) of the 
Agreement. 

The FSO's special purpose financial statements are 
prepared in accordance with the accounting policies outlined 
below. 

Basis of accounting 
The FSO has established a special accounting basis for loans 
and contribution quotas which is described below. The pri
mary impact of the adoption of the change in the basis of 
accounting was to eliminate the allowance for loan losses, 
which resulted in an increase of $115,100,000 in the general 
reserve as of January 1, 1996. 

The FSO's special purpose financial statements are pre
pared on the accrual basis of accounting for loan income, in
vestment income and administrative expenses. That is, the 
effect of transactions and other events is recognized when they 
occur (not as cash is received or paid), and they are recorded 
in the accounting records and reported in the annual financial 
statements of the period to which they relate. 

Use of estimates 
The preparation of financial statements requires management 
to make estimates and assumptions that affect the reported 
amounts of assets and liabilities, the disclosure of contingent 
assets and liabilities at the date of the financial statements, 
and the reported amounts of revenues and expenses during 
the reporting period. Actual results could differ from these 
estimates. 

Reclassifications 
Certain reclassifications of the prior year's information have 
been made to conform to the current period's presentation. 

Translation of currencies 
The FSO's financial statements are expressed in United States 
dollars; however, the Bank conducts the operations of the FSO 
in the currencies of all of its members. Assets and liabilities 
denominated in currencies other than the United States dollar 
are generally translated at approximate market rates of 
exchange prevailing at the dates of the financial statements. 
Income and expenses in such currencies are translated at 
approximate market rates of exchange prevailing during each 
month. Exchange rate fluctuations generally do not have any 
effect on the United States dollar equivalents of such curren
cies because of the maintenance of value provisions described 
below. The adjustments resulting from the translation into 
United States dollars of assets, liabilities and contribution 
quotas authorized and subscribed that do not have mainte
nance of value protection, which are derived from the 1983, 
1990 and 1995 increases in contribution quotas, are shown in 
the Special Purpose Statement of Changes in General Reserve 
as translation adjustments affecting the general reserve 
directly. Under United States GAAP, the contribution quotas 
authorized and subscribed should be reported at historical 
rates of exchange prevailing at the date of approval of the rel
evant replenishment. 

Investments 
Investments classified as trading are carried at market value, 
with realized and unrealized gains and losses included in in
come from investments. The trading investments are included 
in the Special Purpose Statement of Cash Flows as cash equiv
alents due to their nature and the Bank's policy governing the 
level and use of such investments. Investments classified as 
held-to-maturity are recorded at amortized cost. 
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NOTES TO SPECIAL P U R P O S E F I N A N C I A L STATEMENTS (continued) 
December 31, 1997 and 1996 

Loans 
The FSO makes highly concessional loans in convertible cur
rencies to the Bank's least developed borrowing members, 
agencies or political subdivisions of such members, or to pri
vate enterprises located in their territories. The FSO also 
makes concessional loans in local currencies, where available, 
to borrowing members. In the case of loans to borrowers other 
than national governments, central banks or other govern
mental or inter-governmental entities, the FSO has followed 
the general policy, since 1967, of requiring that the govern
ment, or an entity thereof engaging the full faith and credit of 
the government, guarantee the loan. Under the loan contracts 
with the borrowers, the FSO sells participations in certain 
loans to the Social Progress Trust Fund (SPTF), reserving to 
itself the administration of those loans. 

Loans generally have up to 40 years final maturity and 
up to 10 years grace period for principal payments and gen
erally carry an interest rate of 1.00 percent during the grace 
period and 2.00 percent thereafter. The principal amount of 
loans and accrued interest are repayable in the currencies lent. 

It is the policy of the FSO to place in nonaccrual status 
all loans to a member government if service under any loan to 
or guaranteed by the member government, made from any 
fund owned or administered by the Bank, is overdue more 
than 180 days. On the date that a member's loan is placed in 
nonaccrual status, all loans to that member country are also 
placed in nonaccrual status. When a loan is placed in nonac
crual status, charges that had been accrued and remain unpaid 
are deducted from the income of the current period. Charges 
on nonaccruing loans are included in income only to the 
extent that payments have actually been received by the FSO. 
On the date a member pays in full all overdue amounts, the 
member's loans emerge from nonaccrual status, its eligibility 
for new loans is restored, and all overdue charges (including 
those from prior years) are recognized as income from loans 
in the current period. The FSO has never had a write-off on 
any of its loans and has a policy of not rescheduling loan 
repayments. 

Under United States GAAP, loans are recorded at their 
net realizable value, including an allowance for amounts esti
mated to be uncollectible. Management has elected to present 
loans under a special accounting basis to provide for record
ing loans at the full face amount of the borrowers' outstand
ing obligations. Any loan losses that might occur would be 
charged to income of the current period. 

Incremental direct costs associated with originating 
loans are expensed as incurred as such amounts are immate
rial to the financial results of the FSO. 

Contribution quotas 
Recognition: Under United States GAAP, contribution quotas 
authorized and subscribed should not be recorded until the 
Bank receives a promissory demand note, which is guaranteed 
by the member country, as payment of the amount due. To 
present the full amount of the member country's commitment, 
management has elected to report contribution quotas under 
a special accounting basis that provides for the recording of 
member's contribution quotas, for each FSO replenishment, in 
full as contribution quotas receivable upon approval of the 
relevant replenishment by the Board of Governors. 

Contribution quotas come due as a receivable through
out the replenishment period in accordance with an agreed 
subscription and encashment schedule. The actual subscrip
tion and payment of receivables when they become due from 
certain members is conditional upon the respective member's 
budgetary appropriation processes. Contribution quotas are 
settled through payment of cash or non-negotiable, non-inter
est bearing demand notes. If the receivable is settled in cash, 
the cash is recorded in cash and investments. The notes are 
encashed by the FSO as provided in the relevant replenish
ment resolution. 

Valuation: The Agreement provides that the FSO be ex
pressed in terms of the United States dollar of the weight and 
fineness in effect on January 1, 1959. The Second Amendment 
to the Articles of Agreement of the International Monetary 
Fund eliminated par values of currencies in terms of gold 
effective April 1, 1978, and consequently the General Counsel 
of the Bank has rendered an opinion that the Special Drawing 
Right (SDR) has become the successor to the 1959 United 
States dollar as the standard of value of the FSO's member 
contributions and for the purpose of maintaining the value of 
the FSO's currency holdings. The SDR has a value equal to the 
sum of the values of specific amounts of stated currencies, 
including the United States dollar. Pending a decision by the 
Bank's governing board, and as suggested in the General 
Counsel's opinion, the Bank is continuing its practice of using 
the 1959 United States dollar, which pursuant to the devalu
ations of the United States dollar in 1972 and 1973 is equal 
to approximately 1.2063 current United States dollars, as the 
basis of valuation. If the 1959 United States dollar were to 
have been substituted with the SDR on December 31, 1997, 
the financial position and the results of operations of the FSO 
would not have been materially affected. 

Maintenance of value 
In accordance with the Agreement, each member is required to 
maintain the value of its currency held in the FSO to the extent 
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NOTES TO SPECIAL P U R P O S E F I N A N C I A L STATEMENTS (continued) 
December 31, 1997 and 1996 

established by the terms for the respective increases in contri
bution quotas. Likewise, and subject to the same terms of the 
contribution quota increases, the Bank is required to return to 
a member an amount of its currency equal to any significant 
increase in value of such member's currency which is held in 
the FSO. The standard of value for these purposes is the 
United States dollar of the weight and fineness in effect on 
January 1, 1959, as provided in the Agreement. Currency hold
ings derived from the 1983, 1990 and 1995 increases in con
tribution quotas do not have maintenance of value protection. 

Property 
Property is recorded at cost. Major improvements are capital
ized while routine replacements, maintenance and repairs are 
charged to expense. Depreciation is computed on the straight-
line method over estimated useful lives (30 to 40 years for 
buildings). 

Loans: The FSO is one of very few lenders of development 
and structural adjustment loans to Latin American and 
Caribbean countries. There is no secondary market for devel
opment loans. Interest on all loans within the FSO is accrued 
at fixed rates. For all loans and related commitments, the FSO 
is of the opinion that due to its unique position in lending 
operations and the absence of a secondary market, it is not 
practicable to estimate a fair market value for the FSO's lend
ing portfolio. 

Note C - Restricted Currencies 
Cash includes $1,167,518,000 (1996—$1,287,410,000) in 
the non-convertible currencies of regional borrowing mem
bers, of which $180,433,000 (1996—$171,105,000) has 
been restricted by one of the members in accordance with 
provisions of the Agreement, to be used for making payments 
for goods and services produced in its territory. 

Administrative expenses 
Substantially all administrative expenses of the Bank, includ
ing depreciation, are allocated between the Ordinary Capital 
and the FSO pursuant to an allocation method approved by 
the Board of Executive Directors. During 1997, such expens
es were charged 25.2% to the FSO and 74.8% to the Ordinary 
Capital (1996-26.1% and 73.9%, respectively). 

Note D - Investments 
As part of its overall portfolio management strategy, the Bank 
invests FSO resources in government, agency and bank obli
gations and time deposits. The Bank limits FSO activities of 
investing in securities to a list of authorized dealers and coun
terparties. Strict credit limits have been established for each 
counterparty by type of instrument and maturity. 

Technical cooperation 
Non-reimbursable technical cooperation projects, as well as 
certain financings whose recovery is explicitly contingent on 
events that may not occur, are recorded as technical coopera
tion expense or charged to the technical cooperation contri
bution account at the time of approval. 

Cancellations of the undisbursed balances of technical 
cooperation projects are recognized as an offset to technical 
cooperation expense in the period in which they occur. 

Fair values of financial instruments 
The following methods and assumptions were used by the 
FSO in estimating the fair value disclosures for its financial 
instruments: 

Government and agency obligations: These obligations in
clude marketable bonds, notes and other obligations issued or 
unconditionally guaranteed by a government of a country, an 
agency or instrumentality of a government of a country, a mul
tilateral organization, or any other official entity. The Bank in
vests only in (i) obligations of or guaranteed by the 
government of the country whose currency is being invested, 
(ii) obligations issued by an agency or instrumentality of a 
government of a country or any other official entity with 
credit quality equivalent to a AA or better rating, (iii) obliga
tions of multilateral organizations with credit quality equiva
lent to a AAA rating, and (iv) non-local currency obligations 
of or guaranteed by governments with credit quality equiva
lent to a AA or better rating. 

Cash: The carrying amount reported in the Special Purpose 
Statement of Assets, Liabilities and Fund Balance for cash ap
proximates fair value. 

Investments: Fair values for investment securities are based 
on quoted market prices, where available. If quoted market 
prices are not available, fair values are based on quoted mar
ket prices of comparable instruments. 

Bank obligations and time deposits: These obligations in
clude certificates of deposit, bankers' acceptances, and other 
obligations issued or unconditionally guaranteed by banks 
and other financial institutions. The Bank invests in these 
types of obligations if the entity issuing or guaranteeing them 
has senior debt securities ratings of at least A. 
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Trading portfolio: Investment securities held in the trading 
portfolio are carried at market value as shown in the Summa
ry Statement of Investments in Appendix II-1. Net unrealized 
gains on trading securities, held at December 31, 1997, of 
$351,000 were included in income from investments (1996— 
$512,000). The average return on investments in the trading 
portfolio, including realized and unrealized gains and losses, 
during 1997 and 1996 was 5.27% and 5.66%, respectively. 

Held-to-maturity portfolio: Investment securities in the 
held-to-maturity portfolio are carried at amortized cost as 
shown in the Summary Statement of Investments in Appendix 
II-1. 

Note E - Loans Outstanding 
Approved loans are disbursed to borrowers in accordance 
with the requirements of the project being financed; however, 
disbursements do not begin until the borrower and guarantor, 
if any, take certain actions and furnish certain documents to 
the Bank. Of the undisbursed balances, the Bank has entered 
into irrevocable commitments to disburse approximately 
$1,745,000 at December 31, 1997. The loans outstanding of 
the FSO are shown in the Summary Statement of Loans in Ap
pendix 11-2. 

The Board of Executive Directors has authorized partic
ipations by the SPTF in the United States dollar or local cur
rency portions of loans made from the FSO provided that, 
with respect to such loans, the provisions of the SPTF Agree
ment have in substance been complied with as fully as though 
the loans had been made initially from the SPTE 

As of December 31, 1997 and 1996, there were no 
countries in nonaccrual status in the FSO. 

The average maturity and the average interest rate for 
loans outstanding at December 31, 1997 and 1996, were 
13.07 years and 13.06 years, respectively, and 1.80% and 
1.81%, respectively. 

Note F - Contribution Quotas Authorized and Subscribed 
Non-negotiable, non-interest bearing demand obligations 
have been or will be accepted in lieu of the immediate pay
ment of all or any part of a member's contribution quotas. The 
payment of contribution quotas is conditional on the mem
bers' budgetary and, in some cases, legislative processes. The 
Canadian contribution quota is being increased by collections 
of principal, interest and service charges on loans extended 
from the Canadian Trust Fund administered by the Bank. 

Voting power 
The number of votes and percent of voting power of the Or
dinary Capital for each member country form the basis of de
cision making concerning the operations of the FSO. 

Increase in contribution quotas 
On July 31, 1995, the Board of Governors of the Bank 
approved the Eighth General Increase in the Resources of the 
Bank which provided, subject to the member countries' 
subscriptions, for an increase in the authorized contribution 
quotas for the FSO of approximately $1,000,000,000. 
Subscriptions under this increase are due in ten annual 
installments with the first of these installments effective 
August 1995. 

The following table summarizes the changes in contri
bution quotas authorized and subscribed for the years ended 
December 31, 1997 and 1996 (in thousands): 

Contribution 
quotas authorized 

and subscribed 
Balance at January 1, 1996 
Contribution by Canada -

Trust Fund collections 
Translation adjustment of contributions 

approved in 1983, 1990 and 1995 
due to exchange rate fluctuations 

Balance at December 31, 1996 
Contribution by Canada -

Trust Fund collections 
Translation adjustment of contributions 

approved in 1983, 1990 and 1995 
due to exchange rate fluctuations 

Balance at December 31, 1997 

$9,751,399 

1,707 

(73,706) 
9,679,400 

7,968 

(115,811) 
$9,571,557 

At December 31, 1997, the cumulative decrease in the 
United States dollar equivalents of contribution quotas be
cause of exchange rate fluctuations was $204,365,000 
(1996—decrease of $88,554,000). 

The composition of the receivable from members as of 
December 31, 1997 and 1996 is as follows (in thousands): 

Amount 
Receivable from members 
Regional developing members. 
United States 
Canada 
Non-regional members 
Unallocated 

1997 1996 
959,203 
111,453 

19,056 
643,111 
136,000 

$1,006,148 
173,503 
31,301 

772,157 
136,000 

Total $1,868,823 $2,119,109 

During 1996, the Bank reached an agreement adjusting 
the receivable from one of its members. The agreement result
ed in the Bank recognizing an increase in non-negotiable, 
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non-interest bearing demand obligations of $45,063,000 from 
a regional developing member and a corresponding decrease 
in cash and trading investments of $36,956,000 and in held-
to-maturity investments of $8,107,000. 

Up to $136,000,000 of unallocated special contribu
tions corresponding to an increase in the FSO are to be paid 
by contributions from members. Any unpaid portion as of 

JÍ January 1, 2000 will be paid to the FSO by periodic transfers 
from the net income of the Ordinary Capital, consistent with 
prudent financial management, between January 1, 2000 and 
December 31, 2004. 

Membership 
On April 21, 1993, the Bank's Board of Executive Directors 
decided that the Socialist Federal Republic of Yugoslavia 
(SFRY) had ceased to be a member of the Bank and that the 
Republic of Bosnia and Herzegovina, the Republic of Croatia, 
the Former Yugoslav Republic of Macedonia, the Republic of 
Slovenia and the Federal Republic of Yugoslavia (Serbia and 
Montenegro) are authorized to succeed to the SFRY's mem
bership. Accordingly, the contribution quotas representing 
SFRY's membership in the FSO of the Bank were classified as 
unallocated until each successor republic succeeded to the 
membership of the SFRY. The Republics of Croatia and 
Slovenia have since become members of the Bank and have 
subscribed to their allocated share of the contribution quotas 
in the amount of $4,101,000 and $2,359,000, respectively. 
On June 21, 1993, the Government of the Former Yugoslav 
Republic of Macedonia declined the offer to succeed to the 
membership of the SFRY in the Bank. 

Note G - Maintenance of Value Receivable 
Amounts required to maintain value of currency holdings, in
cluded on the Special Purpose Statement of Assets, Liabilities 
and Fund Balance as a component of receivable from mem
bers, represent amounts due from member countries for 
maintenance of value adjustments resulting from the changes 
in the values of currencies in 1972 and 1973 due to the deval
uation of the United States dollar in those years. Such 
amounts include $5,387,000 (1996—$5,387,000) for which 
payment responsibility has not been assigned as they relate to 
outstanding loans repayable at borrowers' options either in 
the currencies disbursed or in the borrowers' currencies. The 
obligation for payment of this amount is being allocated to 
individual members on the basis of the currencies received in 
loan repayments. 

Note H - General Reserve 
In accordance with resolutions of the Board of Governors, the 
excess of income over expenses of the FSO is to be added to 
the general reserve. 

In both 1997 and 1996, the Board of Governors allo
cated the equivalent of $15,500,000 in convertible currencies 
from the general reserve of the FSO to the IFF for the purpose 
of subsidizing part of the interest for which certain borrowers 
are liable on loans from the Ordinary Capital. In addition, in 
accordance with the agreements for the Sixth and Seventh 
General Capital increases approved in 1983 and 1990, the 
equivalent of $23,500,000 in convertible currencies is to be 
allocated from 1998 through 2002, and $30,000,000 from 
2003 through 2011 on an annual basis, from the general 
reserve of the FSO to the IFF, subject to adjustment by the 
Board of Governors. 

The agreement for the Eighth General Increase in the 
Resources of the Bank approved in 1995, contemplates the 
transfer to the IFF, commencing with 1997, of all excess of 
income over expenses in convertible currencies, less the annual 
general reserve allocations described in the previous para
graph, after setting aside the lesser of the remaining income 
over expenses or $30,000,000 per annum of convertible cur
rency technical cooperation expense. For the year 1997, man
agement estimates that residual income available in convertible 
currencies, if any, for transfer to the IFF will not be material. 

As indicated in Note B, the adjustments resulting from 
the translation of those assets, liabilities and contribution 
quotas authorized and subscribed that do not have mainte
nance of value protection, are shown as adjustments to the 
general reserve. Such adjustments consist of the following 
(in thousands): 

Years ended 
December 31, 

1997 1996 
Cumulative adjustments 

beginning of year $(1,204) $2,016 
Translation adjustments 

for the year (10,686) (3,220) 
Cumulative adjustments 

end of year $(11,890) $(1,204) 

Note I - Technical Cooperation Contribution 
In June 1992, the Board of Executive Directors approved the 
allocation of $15,000,000 from the 1991 Ordinary Capital net 
income to a separate account in the FSO to be used solely for 
the financing of technical cooperation projects. In 1997, tech
nical cooperations of $102,000 were charged to this account 
thereby fully depleting the account. 

Note J - Administrative Expenses 
Pursuant to the policy described in Note B, the FSO shares in 
all of the expenses incurred by the Bank in the Ordinary 
Capital including those related to the retirement plans and 
non-pension retirement benefits. 



160 INTER-AMERICAN DEVELOPMENT BANK 

FUND FOR SPECIAL OPERATIONS 
INTER-AMERICAN DEVELOPMENT BANK 

NOTES TO SPECIAL P U R P O S E F I N A N C I A L STATEMENTS (continued) 
December 31, 1997 and 1996 

Note K - Undisbursed Technical Cooperation Projects and 
Other Financings 
The following is a summary of changes in undisbursed tech
nical cooperation projects and other financings for the years 
ended December 31 , 1997 and 1996 (in thousands): 

1997 1996 
Balance at January 1, $238,153 $236,773 
Approvals 73,267 87,688 
Cancellations (5,953) (5,408) 
Disbursements (82,505) (80,900) 
Balance at December 31 , $222,962 $238,153 

Note L - Reconciliation of Excess of (Expenses) Over 
Income to Net Cash Provided by Operating Activities 
A reconciliation of excess of (expenses) over income to net 
cash provided by operating activities, as shown in the Special 
Purpose Statement of Cash Flows, is as follows (in thou
sands): 

Years ended December 31, 

1997 1996 

S 1,536 Excess of (expenses) over income $ (4,011) 
Difference between amounts accrued 

and amounts paid or collected for: 
Loan income (556) 776 
Income from held-to-maturity 

investments 28 31 
Income from trading investments (529) 4,299 
Net unrealized loss on investments 160 4,325 
Administrative expenses 11,228 496 
Technical cooperation and 

olher financings (292) 1,478 

Net cash provided by operating activities $ 6,028 $12,941 

Note M - Heavily Indebted Poor Countries Initiative 
The Bank has agreed to participate in an initiative endorsed 
by the World Bank and the International Monetary Fund for 
addressing the debt problems of a group of countries identi
fied as heavily indebted poor countries to ensure that reform 
efforts of these countries will not be put at risk by continued 
high external debt burdens. Under the initiative, creditors are 
to provide debt relief for those countries that demonstrate 
good policy performance over an extended period in order to 
bring their debt service burdens to sustainable levels. 

The Bank has approved its participation in debt relief 
programs for Bolivia and Guyana. No other countries are 
expected to become eligible in 1998. No specific amounts or 
modalities of payment have been determined. 

Note N - The Year 2000 Issue (Unaudited) 
The Year 2000 issue involves computer programs that use 
only two digits to identify a year in the date field. These pro
grams do not consider the impact of the upcoming change in 
the century and, if not corrected, the affected computer ap
plications could fail or create erroneous results by or at the 
year 2000. As of December 3 1 , 1997, the Bank has assessed 
the impact of the Year 2000 issue on its computer systems 
and is in the process of remediating the affected hardware and 
software. 

Supplemental disclosure of noncash activities 
Decrease resulting from exchange 

rate fluctuations: 
Receivable from members $ (83,854) $(63,839) 
Contribution quotas authorized 

and subscribed (115,811) (73,706) 
Loans outstanding (22,754) (9,561) 
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SUMMARY STATEMENT OF INVESTMENTS — NOTE D 
December 31, 1997 and 1996 
Expressed in thousands of United States dollars 

1997 1996 

Trading Portfolio 

Obligations of governments . 
Time deposits 

Market 
value 

$115,061 
384,550 

$499,611 

Gross 
unrealized 

gains 

$318 
33 

$351 

Gross 
unrealized 

losses 
Market 
value 

$ 71,793 
448,177 

$519,970 

Gross 
unrealized 

gains 

$512 

$512 

Gross 
unrealized 

losses 

$ — 

The above instruments have a final maturity of less than one year at both December 31 , 1997 and 1996. 

1996 
Gross Gross 

Amortized unrealized unrealized Market 
Held-to-Maturity Portfolio cost gains losses value 

Obligations of 
governments $10,863 $ — $(36) $10,827 

Time deposits 817 — — 817 
$ — $(36) $11,644 $11,680 $ — 

The above instruments have a final maturity of less than one year. 

The freely convertible currencies of the above investments are as follows: 

Currencies Currencies 

Austrian schillings 
Belgian francs 
British pounds sterling. 
Canadian dollars 
Danish kroner 
Finnish markka 
French francs 
German marks 
Italian lire 

1997 1996 

5 980 $15,973 Japanese yen 
2,051 9,442 Netherlands guilders 

92,268 75,331 Norwegian kroner .... 
25,178 72,147 Portuguese escudos .. 

1,216 9,441 Spanish pesetas 
405 12,122 Swedish kronor 

22,699 28,708 Swiss francs 
14,708 23,599 United States dollars . 
36,604 42,735 Venezuelan bolivars .. 

1996 
$ 19,118 

16,259 
4,672 
350 

67,557 
3,394 
2,380 

116,742 
— 11,680 

$499,611 $531,650 

1997 
î 12,709 

4,346 
1,401 

43,718 
1,135 

240,193 
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SUMMARY STATEMENT OF LOANS — NOTE E 
December 31, 1997 and 1996 
Expressed in thousands of United States dollars 

Member in whose 
territory loans have 
been made 

Argentina 
Barbados 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 1 
Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 
Suriname  
Trinidad and Tobago 
Uruguay 
Venezuela 
Regional 

Total 1997 $13 
Total 1996 $13 

Loans 
approved, 

less 
cancellations 

640,605 
40,755 

,347,389 
,535,458 
203,014 
759,760 
346,464 
706,263 
935,328 
741,043 
617,380 
481,842 
656,361 
,095,249 
161,714 
558,986 
942,886 
282,030 
578,309 
418,520 

2,271 
31,222 
103,903 
101,393 
200,022 

Principal 
collected 

$ 351,645 
16,048 

226,384 
905,447 
178,675 
412,641 
170,750 
192,305 
209,173 
119,746 
154,918 
26,845 
67,164 

176,160 
72,175 

486,332 
115,923 
145,546 
177,928 
252,761 

145 
15,649 
55,988 
78,550 

111,419 

Loans sold 
or agreed 
to be sold Undisbursed 

$ 25,688 $ 66,560 

3,651 
35,166 

7,298 
7,000 
2,994 

17,403 
13,246 
10,385 
10,239 

400 
2,811 

18,309 

1,947 
21,466 
12,843 

864 
13,613 

2,084 
21,437 

358,440 
111,130 

51,471 

59,726 
82,713 
16,237 
80,192 

201,674 
279,692 
166,832 

255,262 
3,592 

45,487 
17,334 

290 
1,410 

7,000 

Outstanding 
1997 

$ 196,712 
24,707 

758,914 
483,715 

17,041 
288,648 
172,720 
436,829 
630,196 
594,675 
372,031 
252,923 
306,694 
733,948 

89,539 
70,707 

550,235 
120,049 
354,030 
134,812 

1,836 
14,163 
45,831 

1,406 
81,603 

Currency in which 
outstanding portion of 

approved loans is 
collectible 

Freely 
convertible Other 
currencies currencies 

192,013 
250 

67,826 
483,297 

9,708 
168,351 

15,532 
30,871 
35,276 
29,022 
37,329 

2,080 
18,106 
48,554 
14,199 
64,126 
31,372 
20,215 
40,969 
56,621 

1,835 
13,715 
21,720 

69 
11,194 

4,699 
24,457 

691,088 
418 

7,333 
120,297 
157,188 
405,958 
594,920 
565,653 
334,702 
250,843 
288,588 
685,394 

75,340 
6,581 

518,863 
99,834 

313,061 
78,191 

1 
448 

24,111 
1,337 

70,409 

Outstanding 
1996 

$ 198,873 
26,261 

693,580 
461,514 

19,438 
289,212 
186,008 
435,983 
638,957 
586,913 
367,106 
227,377 
267,677 
719,243 
95,143 
85,566 

495,658 
128,658 
331,848 
144,172 

1,875 
14,771 
49,014 

2,914 
78,861 

488,167 $4,720,317 $228,844 $1,805,042 $6,733,964 $5,319,714 $1,414,250 

280,512 $4,442,322 $233,275 $2,058,293 $5,137,152 $1,409,470 $6,546,622 

The freely convertible currencies in which the outstanding portion of approved loans is collectible are as follows: 

Currencies Currencies 

Austrian schillings 
Belgian .francs 
British pounds sterling. 
Canadian dollars 
Danish kroner 
Finnish markka 
French francs 
German marks 
Italian lire 

1997 1996 

$ 2 1 , 4 6 6 $ 9,819 Japanese yen 
57,101 49,623 Netherlands guilders. 
88,220 93,097 Norwegian kroner 

329,548 267,163 Portuguese escudos... 
23,823 14,699 Spanish pesetas 
16,601 6,500 Swedish kronor 

134,652 132,519 Swiss francs 
143,484 143,015 United States dollars. 

65,623 56,351 Venezuelan bolivars... 

1997 1996 
S 165,973 

32,503 
18,748 
10,425 

152,429 
39,726 
44,619 

3,937,941 
36,832 

$ 178,903 
20,508 
14,783 
10,464 

128,323 
37,140 
43,114 

3,888,865 
42,266 

$5,319,714 $5,137,152 
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STATEMENT OF CONTRIBUTION QUOTAS — NOTES F AND C 
December 31, 1997 and 1996 
Expressed in thousands of United States dollars 

Contribution quotas authorized and subscribed 

Members 

Subject to maintenance of value 

Argentina 
Austria 
Bahamas 
Barbados 
Belgium 
Belize ; 
Bolivia 
Brazil 
Canada 
Chile 
Colombia 
Costa Rica 
Croatia 
Denmark 
Dominican Republic . 
Ecuador 
El Salvador 
Finland 
France 
Germany 
Guatemala 
Guyana 
Haiti 
Honduras 
Israel 
Italy 
Jamaica 
Japan 
Mexico 
Netherlands 
Nicaragua 
Norway 
Panama 
Paraguay 
Peru 
Portugal 
Slovenia 
Spain 
Suriname  
Sweden 
Switzerland0' 
Trinidad and Tobago 
United Kingdom 
United States 
Uruguay 
Venezuela 

Total before unallocated amount 
Unallocated (see Notes F and G) 

Total 1997 

Total 1996 

Before 
adjustments 

$ 402,819 
10,955 
8,800 
1,403 

27,098 

32,535 
402,819 
215,954 
111,440 
111,385 
16,215 
3,121 
11,692 
21,721 
21,721 
16,215 
10,955 

133,396 
136,692 
21,721 
6,980 
16,215 
16,215 
10,794 

133,396 
21,721 
148,825 
259,249 
20,261 
16,215 
11,692 
16,215 
16,215 
54,492 
4,994 
1,795 

133,396 
5,280 
23,729 
29,752 
16,215 

133,396 
4,100,000 

43,502 
250,060 

7,209,261 
5,447 

$7,214,708 
$7,206,740 

Adjustments 
$ 29,239 

42 

9,502 
61,754 
12,577 
22,565 
19,786 
3,818 

7,341 
4,151 
1,874 

6,312 

2,316 
6,569 

2,734 

15,041 

4,594 

5,871 
8,504 
13,803 

1,446 

243,574 
3,714 
12,109 

499,236 
5,387 

$504,623 
$504,623 

Not subject to 
maintenance 
of value 

$ 55,571 
7,751 
1,470 
201 

15,968 
7,412 
5,282 

64,743 
61,520 
18,193 
18,193 
2,608 
2,330 
8,236 
3,542 
3,541 
2,608 
7,353 

87,921 
95,480 
3,541 
1,134 
2,608 
2,608 
7,441 
77,835 
3,542 

383,695 
45,321 
16,377 
2,600 
7,746 
2,608 
2,608 
8,960 
2,349 
1,479 

75,882 
867 

14,643 
28,615 
2,608 

41,290 
454,608 
7,089 

45,321 
1,713,298 
138,928 

$1,852,226 
$1,968,037 

Total 1997 
$ 487,629 

18,706 
10,270 
1,646 

43,066 
7,412 
47,319 
529,316 
290,051 
152,198 
149,364 
22,641 
5,451 
19,928 
32,604 
29,413 
20,697 
18,308 

221,317 
232,172 
31,574 
8,114 
21,139 
25,392 
18,235 

211,231 
27,997 
532,520 
319,611 
36,638 
23,409 
19,438 
24,694 
27,327*» 
77,255 
7,343 
3,274 

209,278 
6,147 
38,372 
58,367 
20,269 
174,686 

4,798,182 
54,305 

307,490 
9,421,795 
149,762 

$9,571,557 

Total 1996 
$ 493,238 

19,925 
10,270 
1,646 

45,519 
7,412 

47,319 
529,316 
284,756 
152,198 
149,364 
22,641 
5,806 
21,149 
32,604 
29,413 
20,697 
19,207 

233,927 
237,775 
31,574 
8,114 
21,139 
25,392 
18,573 

222,858 
27,997 
581,272 
319,611 
39,208 
23,409 
20,199 
24,694 
27,327 
77,255 
7,637 
3,343 

222,518 
6,147 

40,601 
60,316 
20,269 
175,794 

4,798,182 
54,305 

307,490 
9,529,406 
149,994 

$9,679,400 

1997 
Contribution quotas 
receivable from 

members 
$ 3,606 

2,106 
88 
12 

3,892 
61 

680 
2,804 
1,084 
1,084 

2,310 
37 
211 
27 

2,316 
15,343 
25,719 

37 
12 

338 
27 

2,184 
43,760 

211 
161,968 
9,374 
4,940 
155 

2,376 
155 

734 

49,803 
150 

4,610 
4,419 
155 
185 

41,987 
422 

389,382 
137,451 

$526,833 
$701,451 

a)lncludes an additional contribution of $4,512 made to the FSO from resources remaining after the termination of the Technical Cooperation and Small Projects 
Swiss Fund, pursuant to article IV, section 3 (h) (v) of the Agreement Establishing the Bank. ' 





INTERMEDIATE FINANCING 
FACILITY ACCOUNT 

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

Board of Governors 
Inter-American Development Bank 

We have audited the accompanying balance sheet of the Inter-American Development Bank—Intermediate Financing Fa
cility Account as of December 31, 1997 and 1996, and the related statement of changes in fund balance for the years 
then ended. These financial statements are the responsibility of the Bank's management. Our responsibility is to express 
an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstate
ment. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by manage
ment, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
the Inter-American Development Bank—Intermediate Financing Facility Account as of December 31, 1997 and 1996, 
and the results of its operations for the years then ended in conformity with generally accepted accounting principles. 

/J/x'/W ¿^¿OM-LV 

Washington, D.C. 
February 11, 1998 
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BALANCE SHEET 
Expressed in thousands of United States dollars 

ASSETS 

Cash and investments 
Cash 
Investments 

Accrued interest on investments 

Total assets 

December 31, 
1997 

$ 1,221 
269,700 $270,921 

400 

$271,321 

1996 

& 1,538 
300,660 $302,198 

255 

$302,453 

LIABILITIES AND FUND BALANCE 

Liabilities 

Accounts payable and accrued expenses . 

Fund balance 

Total liabilities and fund balance 

$ 177 

271,144 

$271,321 

$ 474 

301,979 

$302,453 

STATEMENT OF CHANGES IN FUND BALANCE 
Expressed in thousands of United States dollars 

Years ended December 31, 

Additions 
Allocations from Fund for Special Operations 
Income from investments 

Total additions 

Deductions 

Interest paid on behalf of Ordinary Capital borrowers. 

Decrease for the year 

Fund balance beginning of year 

Translation adjustments 

Fund balance end of year 

1997 

$ 15,500 
9,544 

25,044 

37,068 

(12,024) 

301,979 

(18.811) 

$271,144 

1996 

$ 15,500 
8,681 

24,181 

39,947 

(15,766) 

345,291 

(27,546) 

$301,979 

The accompanying notes are an integral part of these financial statements 
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NOTES TO FINANCIAL STATEMENTS 
December 31, 1997 and 1996 

Note A - Origin 
The Inter-American Development Bank (Bank) is an interna
tional organization which was established in December 1959. 
The principal purpose of the Bank is to promote economic 
and social development in Latin America and the Caribbean, 
primarily by providing loans and related technical assistance 
for specific projects and for programs of economic reform. 
The Agreement Establishing the Bank (Agreement) provides 
for operations of the Bank to be conducted through the Fund 
for Special Operations (FSO) and the Ordinary Capital. In 
1983, the Board of Governors of the Bank established the 
Intermediate Financing Facility Account (IFF) for the purpose 
of subsidizing part of the interest payments for which certain 
borrowers are liable on loans from the Ordinary Capital. The 
IFF receives annual allocations from the FSO. Such allocations 
are authorized by the Board of Governors as indicated in 
Note D. 

In making decisions concerning operations of the IFF, 
the number of votes and percent of voting power for each 
member country are the same as determined for the Ordinary 
Capital. 

Note B - Summary of Significant Accounting Policies 
The IFF's financial statements are prepared in conformity with 
generally accepted accounting principles in the United States. 
The preparation of financial statements in conformity with 
generally accepted accounting principles requires manage
ment to make estimates and assumptions that affect the 
reported amounts of assets and liabilities, the disclosure of 
contingent assets and liabilities at the date of the financial 
statements, and the reported amounts of revenues and 
expenses during the reporting period. Actual results could dif
fer from these estimates. 

Translation of currencies 
The IFF's financial statements are expressed in United States 
dollars; however, the IFF conducts its operations in various 
convertible currencies, including the United States dollar. 
Assets and liabilities denominated in currencies other than the 
United States dollar are translated at approximate market rates 
of exchange prevailing at the dates of the financial statements. 
Income and expenses in such currencies are translated at the 
approximate market rates of exchange prevailing during each 
month. The adjustments resulting from the translation of 
assets and liabilities are shown in the Statement of Changes in 
Fund Balance as translation adjustments. 

Investments 
All of the IFF's investment securities are in the trading portfo
lio carried at market value. Realized and unrealized gains and 
losses are included in income from investments. 

Administrative expenses 
Administrative expenses of the IFF are paid by the Ordinary 
Capital and are allocated between the Ordinary Capital and 
the FSO pursuant to an allocation method approved by the 
Board of Executive Directors. 

Fair values of financial instruments 
The following methods and assumptions were used by the IFF 
in estimating its fair value disclosures for financial instru
ments: 

Cash: The carrying amount reported in the Balance Sheet for 
cash approximates fair value. 

Investments: Fair values for investment securities are based 
on quoted market prices, where available. If quoted market 
prices are not available, fair values are based on quoted mar
ket prices of comparable instruments. 

Note C - Investments 
As part of its overall portfolio management strategy, the Bank 
invests IFF resources in government, agency and bank oblig
ations and time deposits. The Bank limits IFF activities of 
investing in securities to a list of authorized dealers and coun
terparties. Strict credit limits have been established for each 
counterparty by type of instrument and maturity. 

Government and agency obligations: These obligations 
include marketable bonds, notes and other obligations issued 
or unconditionally guaranteed by a government of a country, 
an agency or instrumentality of a government of a country, a 
multilateral organization, or any other official entity. The Bank 
invests only in (i) obligations of or guaranteed by the govern
ment of the country whose currency is being invested, (ii) 
obligations issued by an agency or instrumentality of a gov
ernment of a country or any other official entity with credit 
quality equivalent to a AA or better rating, (iii) obligations of 
multilateral organizations with credit quality equivalent to a 
AAA rating, and (iv) non-local currency obligations of or guar
anteed by governments with credit quality equivalent to a AA 
or better rating. 

Time deposits: These obligations include certificates of 
deposit issued or unconditionally guaranteed by banks and 
other financial institutions. The Bank invests in these types of 
obligations if the entity issuing or guaranteeing them has 
senior debt securities ratings of at least A. 

Trading portfolio: Investment securities held in the trading 
portfolio are carried at market value as shown in the Summary 
Statement of Investments in Appendix III-l. Net unrealized 
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NOTES TO F INANCIAL STATEMENTS (continued) 
December 31, 1997 and 1996 

gains on trading securities, held at December 31, 1997, of 
$201,000 were included in income from investments (1996— 
$337,000). The average return on investments, including real
ized and unrealized gains and losses, during 1997 and 1996 
was 3.39% and 2.70%, respectively. 

Note D - Fund Contributions 
The IFF is funded primarily through transfers from the FSO. 
The IFF is also authorized to receive additional contributions 
from any member country. 

For initial funding purposes, the equivalent of 
$61,000,000 in convertible currencies of the general reserve 
of the FSO was transferred to the IFF on December 15, 1983. 
Under the terms of the Sixth and Seventh General Capital 
increases, approved in 1983 and 1990, annual transfers of 
$15,500,000 for the years 1984 through 1997, in convertible 
currencies, were made from the general reserve of the FSO to 
the IFF In addition, the equivalent of $23,500,000 in con
vertible currencies is to be allocated from 1998 through 2002, 
and $30,000,000 from 2003 through 2011 on an annual 
basis, from the general reserve of the FSO to the IFF These 
amounts are subject to approval by the Board of Governors 
and to adjustment for appropriate reasons related to the avail
ability of funding for the IFF. 

The Eighth General Increase in the Resources of the 
Bank approved in 1995, contemplates the transfer from the 
FSO to the IFF, starting with 1997, of all FSO excess of income 
over expenses in convertible currencies, less the annual general 
reserve allocations described in the previous paragraph, after 
setting aside the lesser of the remaining income over expenses 
or $30,000,000 per annum of convertible currency technical 
cooperation expense. For the year 1997, management esti
mates that residual income available in convertible currencies, 
if any, for transfer to the IFF will not be material. 

Note E - Translation Adjustments 
As indicated in Note B, the adjustments resulting from the 

islation of assets and liabilities denominated in currencies 
ather than the United States dollar are shown as translation 
adjustments in the Statement of Changes in Fund Balance. 
Such adjustments consist of the following (in thousands): 

Years ended December 31, 
1997 1996 

Cumulative adjustments 
beginning of year $50,207 $77,753 

Translation adjustments 
for the year (18,811) (27,546) 

Cumulative adjustments 
end of year $ 31,396 $ 50,207 

Note F - Commitments 
The payment by the IFF of part of the interest due from bor
rowers is contingent on the availability of resources. At 
December 31, 1997, the amounts disbursed and outstanding 
and undisbursed, classified by country, under loans on which 
the IFF would pay part of the interest are as follows (in thou
sands): 

Country 

Bahamas 
Barbados 
Costa Rica 
Dominican Republic. 
Ecuador 
El Salvador 
Guatemala 
Guyana 
Honduras 
Jamaica 
Nicaragua 
Panama 
Paraguay 
Suriname  
Trinidad and Tobago 
Uruguay 
Regional 

Disbursed 
and 

outstanding 

$ 24,284 
47,421 

122,334 
24,785 
36,879 
73,609 
53,879 
28,432 
10,123 

152,729 
137,497 
81,598 
46,396 

8,381 
98,778 

116,821 
34,950 

Undisbursed 
$ 15,685 

24,134 
51,751 

189,921 
148,840 
121,904 
159,804 

127,153 
7,981 

55,580 
98,462 

113 
51,330 
9,617 

17,927 
$1,098,896 $1,080,202 

The rate of IFF subsidy of interest due from certain bor
rowers on Ordinary Capital loans is set annually by the Board 
of Executive Directors. The rate of IFF subsidy is set twice 
annually and the amount of subsidy of the lending rate of IFF 
subsidized loans can be no more than 5% of eligible loans out
standing, subject to the effective rate paid by the borrowers 
being at least 1.5% above the convertible currency FSO aver
age interest rate. Over time, the IFF intends to distribute all 
of its fund balance to subsidize part of the interest payments 
for which certain Ordinary Capital borrowers are liable. 

Note G - The Year 2000 Issue (Unaudited) 
The Year 2000 issue involves computer programs that use 
only two digits to identify a year in the date field. These pro
grams do not consider the impact of the upcoming change in 
the century and, if not corrected, the affected computer appli
cations could fail or create erroneous results by or at the year 
2000. As of December 31, 1997, the Bank has assessed the 
impact of the Year 2000 issue on its computer systems and is 
in the process of remediating the affected hardware and 
software. 
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APPENDIX III-l 

SUMMARY STATEMENT OF INVESTMENTS — NOTE C 
December 31, 1997 and 1996 
Expressed in thousands of United States dollars 

1997 LÇ 

Investments 
Obligations of the United States 
Government and its 
corporations and agencies 

Obligations of other governments 
Time deposits 

Market 
value 

$ 64,984 
45,927 

158,789 
$269,700 

Gross 
unrealized 

gains 

$183 
10 
8 

$201 

Gross 
unrealized 

losses 
Market 
value 

$ 94,631 
86,336 

119.693 
$300,660 

Gross 
unrealized 

gains 

$285 
52 

$337 

Gross 
unrealized 

losses 

The above securities have contractual maturities of one year or less at both December 31, 1997 and 1996. 

The freely convertible currencies of the above investments are as follows: 

Currencies 1997 1996 Currencies 
German marks 
Japanese yen 
Netherlands guilders. 

$15,600 $18,084 
61,736 97,169 
5,514 7,442 

Swiss francs 
United States dollars. 

1997 
$ 41,592 
145,258 

1996 
i 70,953 
107,012 

$269,700 $300,660 





SOCIAL PROGRESS 
TRUST FUND 

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

Board of Governors 
Inter-American Development Bank 

We have audited the accompanying balance sheet of the Inter-American Development Bank—Social Progress Trust Fund 
as of December 31, 1997 and 1996, and the related statements of income and expenses and cash flows for the years then 
ended. These financial statements are the responsibility of the Bank's management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstate
ment. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by manage
ment, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
the Inter-American Development Bank—Social Progress Trust Fund as of December 31, 1997 and 1996, and the results 
of its operations and its cash flows for the years then ended in conformity with generally accepted accounting principles. 

/¡^<h,~^ fth-U,^ i- ^<° 
Washington, D.C. 
February 11, 1998 
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BALANCE SHEET 
Expressed in thousands of United States dollars 

December 31, 

ASSETS 

Cash and investments 
Cash 
Investments 

Participations in loans made from the 
Fund for Special operations 

Loans outstanding 

Allowance for losses on loans and 
participations 

Accrued interest and other charges 
On participations 
On loans 
On investments 

Total assets 

LIABILITIES AND FUND BALANCE 

Liabilities 
Accounts payable and accrued expenses 
Undisbursed technical cooperation projects 

and other financings 

Fund balance 
Fund established by the United States 

Government 
Accumulated excess of expenses over income. 
Amounts returned to the United States 

Government 

1997 

$ 266 
5,900 

68.773 

27,664 

(3,035) 

280 
67 
1 

$ 13 

3.396 

525,000 
(213,832) 

(214,661) 

$ 6,166 

93,402 

348 

$99,916 

$ 3,409 

Total liabilities and fund balance 

96.507 

$99,916 

1996 

$ 1,267 
5,658 

75,282 

29,178 

(3,035) 

391 
72 

1 

143 

6,600 

525,000 
(216,308) 

(206,621) 

$ 6,925 

101,425 

464 

$108,814 

$ 6,743 

102,071 

$108,814 

The accompanying notes are an integral part of these financial statements 
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STATEMENT OF INCOME AND EXPENSES 
Expressed in thousands of United States dollars 

Years ended December 31, 
1997 

income 
Participations ... 
Loans 
Investments 

Total income 

Expenses 
Administrative expenses 

Direct expenses 
Indirect and overhead expenses charged by administrator. 

Total administrative expenses 
Translation adjustments 

Total expenses 

income before technical cooperation 
Technical cooperation 

Net income 

1,000 
397 
324 

1,721 

15 
24 
39 

1,682 
(794) 

2,476 

1996 

1,107 
402 
324 

1,833 

51 
171 
222 

70 
292 

1,541 
(1,062) 

2,603 

Accumulated excess of expenses over 
income beginning of year (216,308) (218,911) 

Accumulated excess of expenses over 
income end of year $(213,832) $(216,308) 

The accompanying notes are an integral part of these financial statements 
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STATEMENT OF CASH FLOWS 
Expressed in thousands of United States dollars 

Years ended December 31, 
1997 1996 

Cash flows from lending and investing activities 
Lending: 

Loan collections 
Purchases of participations in loans 
Collections of participations 

Net cash provided by lending and investing activities . 

Cash flows from operating activities 
Loan income collections 
Income on participations 
Income from investments 
Administrative expenses 
Technical cooperation and other financings 
Other operating activities 
Net cash used in operating activities 

$1,514 
(4,494) 
11,003 
8,025 

402 
1,110 

325 
(76) 

(2,409) 
(70) 

(718) 

$ 1,514 
(4,675) 
15,560 
12,399 

426 
1,102 

328 
(261) 

(7,051) 

(5,456) 

Refunded to the united States Government 
Effect of exchange rate fluctuations on cash 

Net decrease in cash and Investments 

Cash and investments at beginning of the year 

Cash and investments at end of the year 

(8,040) 
(24) 

(759) 

6.925 

$ 6,166 

(7,874) 
(70) 

(1,001) 

7,926 

$ 6,925 

The accompanying notes are an integral part of these financial statements 
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NOTES TO FINANCIAL STATEMENTS 
December 31, 1997 and 1996 

Note A - Nature of the Fund 
In 1961, the United States and the Inter-American 
Development Bank (Bank) entered into an Agreement 
whereby the Bank became Administrator of the Social 
Progress Trust Fund (SPTF). The SPTF was established by the 
Government of the United States to provide capital resources 
and technical assistance on flexible terms and conditions to 
support the efforts of the Latin American countries to achieve 
greater social progress and more balanced economic growth in 
the fields of land settlement and improved land use, housing 
for low income groups, community water supply and sanita
tion facilities and financing facilities for social development 
education. 

Pursuant to the original Agreement, the Bank charges 
the SPTF for salary costs of certain of its professional staff, 
other direct expenses and the SPTF's share of allowable over
head expenses. During 1997, the Government of the United 
States and the Bank agreed to final overhead rates of $4.16 per 
$1.00 and $4.02 per $1.00, of direct salary cost for 1995 and 
1996, respectively, and to use a provisional rate of $4.02 per 
$1.00 for 1997. Administrative expenses for 1997 were 
reduced by $153,000 as a result of final overhead calculations 
corresponding to 1995 and 1996. 

Note B - Summary of Significant Accounting Policies 
The SPTF's financial statements are prepared in conformity 
with generally accepted accounting principles in the United 
States. The preparation of financial statements in conformity 
with generally accepted accounting principles requires man
agement to make estimates and assumptions that affect the 
reported amounts of assets and liabilities, the disclosure of 
contingent assets and liabilities at the date of the financial 
statements, and the reported amounts of revenues and 
expenses during the reporting period. Actual results could dif
fer from these estimates. 

Translation of currencies 
The SPTF's financial statements are expressed in United States 
dollars; however, the Bank conducts the operations of the 
SPTF in various currencies. The United States dollar is the 
functional currency of the SPTF Assets and liabilities in cur
rencies other than United States dollars are generally trans
lated at approximate market rates of exchange prevailing at 
the dates of the financial statements. Income and expenses in 
such currencies are translated at the approximate market rates 
of exchange prevailing during each month. The adjustments 
resulting from the translation of assets and liabilities into 
United States dollars are shown in the Statement of Income 
and Expenses as translation adjustments. 

Investments 
All of the SPTF's investment securities are in the trading port
folio carried at market value. Realized and unrealized gains 
and losses are included in income from investments. The 
investments are included in the Statement of Cash Flows as 
cash equivalents due to their nature and the Bank's policy gov
erning the level and use of such investments. 

Loans and participations 
The SPTF has made loans to developing members of the Bank, 
agencies or political subdivisions of such members or to pri
vate enterprises located in their territories. For all instances of 
loans to borrowers other than national governments, central 
banks or other governmental or inter-governmental entities, 
the Bank as Administrator has received guarantees from the 
national governments. 

The Bank as Administrator has a policy of not resched
uling loan repayments. The SPTF has never had a write-off on 
any of its loans. The Bank as Administrator follows the policy 
of reviewing the collectibility of loans on a continuous basis 
and records, as an expense, provisions for loan and participa
tion losses in accordance with its determination of the col
lectibility risk of the total loan portfolio. 

The Bank as Administrator ceases to accrue income on 
all loans in a country when service under any loan to or guar
anteed by the government of such country, made from any 
fund owned or administered by the Bank, is overdue for more 
than 180 days. On the date that a loan is placed in nonaccrual 
status, all loans to that country are also placed in nonaccrual 
status. When a loan is placed in nonaccrual status, charges 
that had been accrued and remain unpaid are deducted from 
the income of the current period. Charges on nonaccruing 
loans are included in income only to the extent that payments 
have actually been received. On the date a country pays in full 
all overdue amounts, the country's loans emerge from nonac
crual status, its eligibility for new loans is restored, and all 
overdue charges (including those from prior years) are recog
nized as income from loans in the current period. 

The Board of Executive Directors has authorized par
ticipations by the SPTF in the United States dollar or local 
currency portions of loans made from the Fund for Special 
Operations (FSO), provided that the provisions of the SPTF 
Agreement have in substance been complied with fully as 
though the loans had been made initially from the SPTF 

Technical cooperation 
All non-reimbursable technical cooperation projects, as well 
as certain financings whose recovery is explicitly contingent 
on events that may not occur, are recorded as technical coop-
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eration expense at the time of approval. Cancellations of the 
undisbursed balances and recuperations of technical coopera
tion projects are recognized as an offset to technical coopera
tion expense in the period in which they occur. There was no 
new technical cooperation charged to the SPTF during 1997 
and 1996. During 1997, cancellations amounted to $414,000 
(1996—$665,000), recuperations amounted to $380,000 
(1996—$397,000) and disbursements totaled $2,790,000 
(1996—$7,515,000). 

Fair values of financial instruments 
The following methods and assumptions were used by the 
Administrator in estimating the fair value disclosures for 
financial instruments: 

Cash: The carrying amount reported in the Balance Sheet for 
cash approximates fair value. 

Investments: Fair values for investments are based on quoted 
market prices, where available. If quoted market prices are not 
available, fair values are based on quoted market prices of 
comparable instruments. 

Loans and participations: The SPTF is one of very few 
lenders of development loans to Latin American and 
Caribbean countries. For all loans and participations, the 
Bank as Administrator is of the opinion that due to its unique 
position and the absence of a secondary market, it is not prac
ticable to estimate a fair value for the SPTF's holdings of loans 
and participations. 

Note C - Investments 
As part of its overall portfolio management strategy, the Bank 
invested SPTF resources only in United States Government 
and agency obligations and time deposits. The Bank limits 
SPTF activities of investing in securities to a list of authorized 
dealers and counterparties. Strict credit limits have been 
established for each counterparty by type of instrument and 
maturity. 

Investment securities of the SPTF consist of time 
deposits held in the trading portfolio and are carried at mar
ket value in the amount of $5,900,000 at December 31, 1997 
(1996—$5,658,000). These securities are in United States 
dollars and have contractual maturities of less than one year 
at both December 31, 1997 and 1996. The average return on 
investments, including realized and unrealized gains and 
losses, during 1997 and 1996 was 5.69% and 5.54%, 
respectively. 

Note D - Participations in Loans Made from the Fund for 
Special Operations 
The Board of Executive Directors of the Bank has authorized 
the use of SPTF resources to purchase participations in loans 
made from the FSO provided that, with respect to such loans, 
the provisions of the SPTF Agreement have in substance been 
complied with fully, as though the loans had been made ini
tially from the SPTF Through the purchase of participations 
in the local currency components of loans made from the 
FSO, the value of which must be maintained by the respective 
member borrower in accordance with the Agreement 
Establishing the Bank, the value of the SPTF resources 
invested in FSO participations has been substantially main
tained. The composition of the amounts outstanding by coun
try, resulting from participations in loans of the FSO as of 
December 31, 1997 and 1996, is as follows (in thousands): 

Outstanding 
Participations 

Country 

Argentina 
Bolivia 
Brazil 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 
Nicaragua 
Panama 
Paraguay 
Peru 
Uruguay 
Venezuela 

1997 
; 767 

2,904 
5,767 

134 
12,435 
5,853 
4,595 
6,955 

400 
835 

9,895 
9,394 
4,826 

502 
3,354 

22 
135 

Total $68,773 

1996 
$ 667 
2,900 
7,530 

78 
12,344 
6,231 
5,080 
7,397 
400 
859 

10,057 
10,991 
5,340 
708 

4,499 
32 
169 

$75,282 
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Note E - Loans Outstanding 
Approved loans are disbursed to borrowers in accordance 
with the requirements of the project being financed; however, 
disbursements do not begin until the borrower and guarantor, 
if any, take certain actions and furnish certain documents to 
the-Bank. • 

Loan disbursements have been made principally in 
United States dollars although, in the case of certain loans, 
disbursements have been made in the national currencies of 
the borrowers or in the currencies of other members. In accor
dance with the provisions of practically all loan agreements, 
loans disbursed in United States dollars may be repaid in the 
national currency of the borrower at the market rate of 
exchange existing at the date of repayment or in United States 
dollars at the election of the borrower. The loans outstanding 
of the SPTF are shown in the Summary Statement of Loans in 
Appendix IV-1. 

As of December 31, 1997 and 1996, there were no 
countries in nonaccrual status in the SPTF 

The average maturity on loans outstanding at December 
31, 1997 and 1996 was 9.99 years and 10.45 years, respec
tively. The average interest rate for loans outstanding was 
1.38% as of December 31, 1997 and 1996. 

Note F - Amounts Returned to the United States 
Government 
The Bank as Administrator has returned to the Government of 
the United States the equivalent of $214,661,000 of the assets 
of the SPTF during the years 1980 through 1997 (1997— 
$8,040,000; 1996—$7,874,000) for use in financing social 
development projects of the Inter-American Foundation. 

On August 9, 1995, the Agreement was amended so as 
to require the Bank to return to the Government of the United 
States, for the same purpose, during the period 1995 through 
2000, the equivalent in national currencies of $44,000,000 
derived from collections of SPTF loans and participations in 
FSO loans. 

Note G - Reconciliation of Net Income to Net Cash Used 
in Operating Activities 
A reconciliation of net income to net cash used in operating 
activities, as shown in the Statement of Cash Flows, is as fol
lows (in thousands): 

Years ended December 31, 

Net income 
Difference between amounts accrued 

and amounts paid or collected for: 
Loan income 
Participation income 
Investment income 
Administrative expenses 
Technical cooperation and other 

financings 
Translation adjustments 
Other operating activities 

Net cash used in operating activities .. 

1997 
$ 2,476 

5 
111 

(60) 

(3,204) 
24 

(70) 

1996 
' $ 2,603 

24 
(5) 
4 

28 

(8,180) 
70 

$ (718) $(5,456) 

Note H - The Year 2000 Issue (Unaudited) 
The Year 2000 issue involves computer programs that use 
only two digits to identify a year in the date field. These pro
grams do not consider the impact of the upcoming change in 
the century and, if not corrected, the affected computer appli
cations could fail or create erroneous results by or at the year 
2000. As of December 31, 1997, the Bank as Administrator 
has assessed the impact of the Year 2000 issue on its com
puter systems and is in the process of remediating the affected 
hardware and software. 
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SUMMARY STATEMENT OF LOANS — NOTE E 
December 31, 1997 and 1996 
Expressed in thousands of United States dollars 

Countries in which 
loans have been made 

Argentina 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Honduras 
Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 
Uruguay 
Venezuela 
Regional 

Total 1997 

Total 1996. 

Loans 
approved, less 
cancellations 

$ 45,900 
20,648 
61,510 
34,352 
49,008 
11,700 
8,407 

27,448 
37,689 
28,313 

7,602 
34,927 
13,035 
12,862 
7,799 

45,108 
10,350 
72,861 

8,367 

$537,886 

$537,886 

Principal 
collected 

$ 44,040 
15,248 
61,510 
34,352 
49,008 
11,700 
8,407 
27,448 
27,414 
19,684 
7,602 

34,927 
13,035 
12,862 
7,799 

45,108 
10,350 
72,861 
6,867 

$510,222 

$508,708 

Outstanding 
1997 

$ 1,860 
5,400 

10,275 
8,629 

1,500 

$27,664 

Outstanding 
1996 

$ 1,980 
5,470 

10,799 
9,096 

1,833 

$29,178 



VENEZUELAN 
TRUST FUND 

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

Board of Governors 
Inter-American Development Bank 

We have audited the accompanying balance sheet of the Inter-American Development Bank—Venezuelan Trust Fund as 
of December 31, 1997 and 1996, and the related statements of income and accumulated earnings and cash flows for the 
years then ended. These financial statements are the responsibility of the Bank's management. Our responsibility is to ex
press an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstate
ment. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by manage
ment, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
the Inter-American Development Bank—Venezuelan Trust Fund as of December 31, 1997 and 1996, and the results of 
its operations and its cash flows for the years then ended in conformity with generally accepted accounting principles. 

/j^-H,^. /^Xo^. LKp 

Washington, D.C. 
February 11, 1998 
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BALANCE SHEET 
Expressed in thousands of United States dollars 

December 31, 

ASSETS 

Cash and temporary investments 
Cash 
Temporary investments 

Loans outstanding 
Allowance for loan losses 

investment in equities 

Accrued interest 
On temporary investments 
On loans 

other assets 
Total assets 

FUND BALANCE 
Fund established by the Venezuelan 

Investment Fund 
Accumulated earnings 
Translation adjustments 
Less: amounts returned to the Venezuelan 

Investment Fund 

1997 

$ 420 
36,555 

81,695 
(2,500) 

6 
2,284 

Total fund balance 

$ 36,975 

79,195 

125 

2.290 

$ 118,585 

$ 400,852 
651,212 

(8,690) 

(924,789) 

$ 118,585 

1996 

$ 129 
33,863 

97,249 
(3,900) 

6 
2,700 

$ 33,992 

93,349 

1,140 

2,706 

67 

$ 131,254 

$ 400,904 
642,502 

(8,689) 

(903,463) 

$ 131,254 

The accompanying notes are an integral part of these financial statements 
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STATEMENT OF INCOME AND ACCUMULATED EARNINGS 
Expressed in thousands of United States dollars 

income 
Loans 
Temporary investments 
Other 

Total income 

Expenses 
Direct and indirect expenses 
Commission on temporary investments. 
Write down of investment in equities ... 
Provision for loan losses 

Total expenses 

Net income 

Accumulated earnings, beginning of year 

Accumulated earnings, end of year 

Years ended December 31, 
1997 

$ 6.991 
1.654 

9 

8,654 

313 
16 

1.015 
(1,400) 

(56) 

8,710 

642,502 

$651.212 

1996 

8,319 
2,357 

9 
10,685 

256 
24 

280 

10,405 

632,097 

$642,502 

The accompanying notes are an integral part of these financial statements 
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STATEMENT OF CASH FLOWS 
Expressed in thousands of United States dollars 

Years ended December 31, 

Cash flows from lending activities 
Lending: 

Loan disbursements 
Loan collections 

Net cash provided by lending activities 

Cash flows from operating activities 
Loan income collections 
Income from temporary investments 
Administrative expenses 

Net cash provided by operating activities 

Refunded to the Venezuelan investment Fund 
Effect of exchange rate fluctuations on cash and 

temporary investments 

Net increase (decrease) in cash and 
temporary investments 

Cash and temporary investments at beginning of the year 

Cash and temporary investments at end of the year 

1997 

$(14,676) 
30,219 

15.543 

7,415 
1,654 

(262) 

8,807 

(21,364) 

(3) 

2,983 

33,992 

$ 36,975 

1996 

(15,624) 
32,253 

16,629 

8,779 
2,449 
(347) 

10,881 

(112,897) 

(41) 

(85,428) 

119,420 

$ 33,992 

The accompanying notes are an integral part of these financial statements 
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NOTES TO FINANCIAL STATEMENTS 
December 31, 1997 and 1996 

Note A - Nature of the Fund 
In 1975, the Venezuelan Investment Fund and the Inter-
American Development Bank (Bank) entered into a Trust 
Agreement whereby the Bank became the Administrator of the 
Venezuelan Trust Fund (VTF). The initial resources of the VTF 
were made available in United States dollars and in 
Venezuelan bolivars (VEB) for a total of $400,000,000 and 
VEB 430,000,000, equivalent to $100,000,000 at the rate of 
exchange in effect at that time. 

The purpose of the VTF is to contribute to the financ
ing of projects and programs having a significant effect on the 
development of member countries of the Bank which are rel
atively lesser developed or of limited market, or of intermedi
ate size, through better utilization of their natural resources 
and the promotion of their industry and agroindustry, to 
expand the Bank's export financing program, with emphasis 
on the strengthening of the integration plans of Latin America, 
and to cooperate in the solution of problems which may arise 
affecting national and regional economic and social develop
ment plans. 

In accordance with the Trust Agreement, the Bank 
charges the VTF for direct and indirect expenses and a com
mission on temporary investments. The direct and indirect 
expense charge is determined as a percentage of the VTF's 
assets at the end of the year, excluding certain assets not com
mitted under loans. 

The Venezuelan Investment Fund may require the 
return of all sums received in payment of loans made from the 
VTF and all collections of income derived from VTF 
resources. The Bank as Administrator returned to the 
Venezuelan Investment Fund the equivalent of $21,364,000 
of the assets of the Fund during 1997 (1996—$112,897,000) 
comprised of $21,308,000 and VEB 27,237,000 (1996— 
$112,786,000 and VEB 32,116,000). 

Note B - Summary of Significant Accounting Policies 
The VTF's financial statements are prepared in conformity 
with generally accepted accounting principles in the United 
States. The preparation of financial statements in conformity 
with generally accepted accounting principles requires man
agement to make estimates and assumptions that affect the 
reported amounts of assets and liabilities, the disclosure of 
contingent assets and liabilities at the date of the financial 
statements, and the reported amounts of revenues and 
expenses during the reporting period. Actual results could dif
fer from these estimates. 

Translation of currencies 
The VTF's financial statements are expressed in United States 
dollars. Assets, liabilities and fund balance denominated in 
Venezuelan bolivars, which is the only other currency of the 
VTF, are translated into United States dollars at the rates of 
exchange in effect at the dates of the financial statements. 
Income and expenses in Venezuelan bolivars are translated at 
the approximate market rates of exchange prevailing during 
each month. 

The application of the above mentioned rates of 
exchange had the effect of reducing the United States dollar 
equivalent of the initial resources of the VTF by $52,000 in 
1997 and $583,000 in 1996. The portion of amounts 
returned to the Venezuelan Investment Fund representing 
refunds of principal collected was also reduced by $38,000 in 
1997 and $669,000 in 1996. The resulting net adjustment is 
shown in the Balance Sheet as translation adjustments under 
fund balance, and consists of the following (in thousands): 

Years ended December 31, 
1997 1996 

Cumulative adjustments 
beginning of year $(8,689) $(8,129) 

Translation adjustments 
for the year (1) (560) 

Cumulative adjustments 
end of year $(8,690) $(8,689) 

Temporary investments 
All of the VTF's investment securities are carried in the trad
ing portfolio at market value. Realized and unrealized gains 
and losses are included in income from temporary invest
ments. The temporary investments are included in the 
Statement of Cash Flows as cash equivalents due to their 
nature and the Bank's policy governing the level and use of 
such investments. 

Loans 
Loans from the resources of the VTF have been made to devel
oping members of the Bank, agencies or political subdivisions 
of such members or to private enterprises located in their ter
ritories. For all instances of loans to borrowers other than 
national governments, central banks or other governmental or 
inter-governmental entities, the Bank as Administrator has 
received guarantees from the national governments. 

The Bank as Administrator has a policy of not resched
uling loan repayments. The VTF has never had a write-off on 
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NOTES TO F I N A N C I A L STATEMENTS (continued) 
December 31, 1997 and 1996 

any of its loans. The Bank as Administrator follows the policy 
of reviewing the collectibility of loans on a continuous basis 
and records, as an expense, provisions for loan losses in accor
dance with its determination of the collectibility risk of the 
total loan portfolio. 

The Bank as Administrator ceases to accrue income on 
all loans in a country when service under any loan to or guar
anteed by the government of such country, made from any 
fund owned or administered by the Bank, is overdue for more 
than 180 days. On the date that a loan is placed in nonaccrual 
status, all loans to that country are also placed in nonaccrual 
status. When a loan is placed in nonaccrual status, charges 
that had been accrued and remain unpaid are deducted from 
the income of the current period. Charges on nonaccruing 
loans are included in income only to the extent that payments 
have actually been received. On the date a country pays in full 
all overdue amounts, the country's loans emerge from nonac
crual status, its eligibility for new loans is restored, and all 
overdue charges (including those from prior years) are recog
nized as income from loans in the current period. 

Investment in equities 
The VTF has made equity investments in private small enter
prises in some member countries of the Bank. As of Decem
ber 31, 1997, the VTF has equity investments in three entities 
where the VTF's ownership is less than 20%. The VTF does 
not have significant influence over the investees and accord
ingly, accounts for equity investments at cost. 

At December 31, 1997, the VTF wrote down to esti
mated fair market value certain equity investments. The write 
down amounted to $1,015,000 and was due to a decline in 
fair value considered to be other than temporary. 

Fair values of financial instruments 
The following methods and assumptions were used by the 
Administrator in estimating the fair value disclosures for 
financial instruments: 

Cash: The carrying amount reported in the Balance Sheet for 
cash approximates fair value. 

Investments: Fair values for investment securities are based 
on quoted market prices, where available. If quoted market 
prices are not available, fair values are based on quoted mar
ket prices of comparable instruments. 

Loans: The VTF is one of very few lenders of development 
loans to Latin American and Caribbean countries. For all 
loans and related commitments, the Administrator is of the 
opinion that due to its unique position and the absence of a 
secondary market, it is not practicable to estimate the fair 
value of the VTF lending portfolio. 

Note C - Temporary Investments 
As part of its overall portfolio management strategy, the Bank 
has invested VTF resources in United States Government and 
agency obligations and time deposits. The Bank limits VTF 
activities of investing in securities to a list of authorized deal
ers and counterparties. Strict credit limits have been estab
lished for each counterparty by type of instrument and 
maturity. 

Investment securities of the VTF consist of time 
deposits held in the trading portfolio and are carried at mar
ket value in the amount of $36,555,000 at December 31, 
1997 (1996—$33,863,000). The investments of the VTF are 
in United States dollars and have maturities of less than one 
year at both December 31, 1997 and 1996. 

The average return on investments, including realized 
and unrealized gains and losses, during 1997 and 1996 was 
5.68% and 5.43%, respectively. 

Note D - Loans 
Loans approved are disbursed to borrowers in accordance 
with the requirements of the project being financed; however, 
disbursements do not begin until the borrower and guarantor 
take certain actions and furnish certain documents to the 
Bank. The loans outstanding of the VTF are shown in the 
Summary Statement of Loans in Appendix V-l. As of 
December 31, 1997 and 1996, there were no countries in 
nonaccrual status in the VTF 

The average maturity on loans outstanding at December 
31, 1997 and 1996, was 2.88 years and 3.25 years, respec
tively. The average interest rate for loans outstanding was 
7.84% and 7.91% as of December 31, 1997 and 1996, respec
tively. 
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December 31, 1997 and 1996 

Note E - Reconciliation of Net Income to Net Cash 
Provided by Operating Activities 
A reconciliation of net income to net cash provided by oper
ating activities, as shown in the Statement of Cash Flows, is 
as follows (in thousands): 

Years ended December 31, 

1997 
5 8,710 

416 
(1) 
67 

1,015 
. (1,400) 

Net cash provided by operating activities $ 8,807 

Supplemental disclosure 
of noncash activities: 
Decrease in loans outstanding resulting 

from exchange rate fluctuations $ (11) 

Net income 
Difference between amounts accrued and 

amounts paid or collected for: 
Loan income 
Investment income 
Administrative expenses 

Write down of investment in equities 
Provision for loan losses 

1996 
$10,405 

453 
92 

(69) 

510,881 

$ (426) 

Note F - The Year 2000 Issue (Unaudited) 
The Year 2000 issue involves computer programs that use 
only two digits to identify a year in the date field. These pro
grams do not consider the impact of the upcoming change in 
the century and, if not corrected, the affected computer appli
cations could fail or create erroneous results by or at the year 
2000. As of December 31 , 1997, the Bank as Administrator 
has assessed the impact of the Year 2000 issue on its computer 
systems and is in the process of remediating the affected hard
ware and software. 
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APPENDIX V-l 

SUMMARY STATEMENT OF LOANS — NOTE D 
December 31, 1997 and 1996 
Expressed in thousands of United States dollars 

Countries in which 
loans have been made 

Argentina 
Bahamas 
Barbados 
Bolivia 
Brazil 
Chile 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 
Jamaica 
Nicaragua 
Panama 
Peru 
Trinidad and Tobago 
Uruguay 
Regional 

Total 1997 

Loans approved, 
less cancellations" 

$ 2,577 
2,021 

21,033 
44,686 
51,721 

1,791 
116,391 
72,144 
52,085 
93,156 
31,807 
6,935 
6,364 

42,442 
182,480 
34,240 
19,805 

175,282 
21,329 
8,940 
3,174 

Total 1996 

$990,403 

$975,533 

Principal 
collected'" 

$ 2,577 
1,825 

18,636 
37,065 
51,721 
1,791 

110,471 
52,195 
41,059 
88,009 
26,273 
6,292 
5,164 

39,580 
176,980 
22,606 
14,072 

175,282 
20,329 
8,940 
1,984 

$902,851 

$872,672 

Undisbursed 

2,000 

1,848 

2,000 

$5,857 

$5,612 

Outstanding 
1997 

$ — 
196 
397 

7,621 

5,920 
18,101 
11,026 
5,147 
5,534 

643 
1,200 

862 
5,500 

11,634 
5,733 

991 

1,190 

$81,695 

Outstanding 
1996 

$ — 
326 
511 

8,641 

6,910 
20,901 
12,496 
6,084 
7,116 
1,071 
1,342 
3,925 
5,500 

13,299 
6,777 

1,000 

1,350 

$97,249 

'"Includes principal repayments received on revolving lines of credit under export financing operations of $647,782 
(1996—$632,861). 

Loans approved, less cancellations, include short and medium term lines of credit for export financing to the following coun
tries at December 31, 1997 (in thousands): 

Argentina $ 2,577 
Barbados 19,331 
Bolivia 24,284 
Brazil 51,721 
Chile 1,791 
Costa Rica 98,100 
Dominican Republic 22,144 
El Salvador 74,440 
Guatemala 1,764 
Guyana 935 
Haiti 3,117 
Honduras 8,908 
Jamaica 178,565 
Nicaragua 1,000 
Peru 164,000 
Trinidad and Tobago 21,329 
Uruguay 8,940 

$682,946 
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GOVERNORS AND ALTERNATE GOVERNORS 

Country Governor Alternate Governor 

ARGENTINA 
AUSTRIA 
BAHAMAS 
BARBADOS 
BELGIUM 
BELIZE 

Roque B. Fernández 
Rudolf Edlinger 
William C. Allen 
Owen S. Arthur 
Philippe Maystadt 
Manuel Esquivei 

Pedro Pou 
Hans Dietmar Schweisgut 
Ruth Millar 
Erskine Griffith 
Frans Godts 
Keith Arnold 

BOLIVIA 
BRAZIL 
CANADA 
CHILE 
COLOMBIA 
COSTA RICA 

Edgar Millares Ardaya 
Antonio Kandir 
Lloyd Axworthy 
Eduardo Aninat 
Antonio J. Urdinola 
Francisco de Paula Gutiérrez 

Miguel López Bakovic 
Gustavo Henrique de Barroso Franco 
James A. J. Judd 
Manuel Marfan Lewis 
Cecilia López 
Leonardo Gamier Rimólo 

CROATIA 
DENMARK 
DOMINICAN REPUBLIC 
ECUADOR 
EL SALVADOR 
FINLAND 

Borislav Skegro 
Ellen Margrethe Loej 
Héctor Valdez Albizu 
Marco A. Flores 
Manuel Enrique Hinds 
Kirsti Lintonen 

Josip Kulisic 
Peter Bruckner 
Luis Manuel Piantini Munnigh 
Galo Pérez Granja 
Eduardo Zablah-Touch 
Raimo Anttola 

FRANCE 
GERMANY 
GUATEMALA 
GUYANA 
HAITI 
HONDURAS 

Dominique Strauss-Kahn 
Klaus-Jürgen Hedrich 
José Alejandro Arévalo Alburéz 
Bharrat Jagdeo 
Jean-Eric Deryce 
Guillermo Bueso 

Jean Lemierre 
Klaus Regling 
Edín Homero Velasquez Escobedo 
Michael Shree Chan 
Fred Joseph 
Juan E Ferrera 

ISRAEL 
ITALY 
JAMAICA 
JAPAN 
MEXICO 
NETHERLANDS 

Jacob Frenkel 
Carlo Azeglio Ciampi 
Omar Davies, MP 
Hiroshi Mitsuzuka 

Gerrit Zalm 

Shay Talmon 
Vincenzo Desario 
Shirley Tyndall 
Yasuo Matsushita 
Martin Werner 
J. E Pronk 

NICARAGUA 
NORWAY 
PANAMA 
PARAGUAY 
PERU 

Noel Sacasa 
Frode Forfang 
Guillermo Chapman 
Miguel Angel Maidana Zayas 
Jorge Carnet Dickmann 

David Robleto 
Knut Vollebaek 
Miguel Heras 
José Ernesto Buttner Limprich 
Germán Suárez Chávez 

PORTUGAL 
SLOVENIA 
SPAIN 
SURINAME 
SWEDEN 

António de Sousa Franco 
Mitja Gaspari 
Rodrigo de Rato y Figaredo 
Tjandrikapersad Gobardhan 
Mats Karlsson 

Fernando Teixeira dos Santos 
Andrej Kavcic 
José Manuel Fernández Norniella 
H. O. Goedschalk 
Lennart Baage 

SWITZERLAND 
TRINIDAD AND TOBAGO 
UNITED KINGDOM 
UNITED STATES 
URUGUAY 
VENEZUELA 

Nicolas Imboden 
Trevor Sudama 
Clare Short, MP 
Robert E. Rubin 
Luis Mosca 

Adrian Schlâpfer 
Carlyle Greaves 
George Foulkes 

Ariel Davrieux 
Teodoro Petkoff 

As of December 31, 1997 
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EXECUTIVE DIRECTORS AND ALTERNATE EXECUTIVE DIRECTORS 

Julio Angel, COLOMBIA 
Alberto Yagui (Alternate), PERU 

Elected by: 
Colombia 
Peru 

Number 
of votes 

303,636 

Percentage 
of voting power 

4.521 

Orlando Bareiro Aguilera, PARAGUAY 
Antonio Soruco Villanueva (Alternate), BOLIVIA 

Elected by: 
Bolivia 
Paraguay 
Uruguay 169,484 2.524 

Maria Antonieta Del Cid de Bonilla, GUATEMALA 
Edgard Antonio Guerra (Alternate), NICARAGUA 

Elected by: 
Belize 
Costa Rica 
El Salvador 

Guatemala 
Honduras 
Nicaragua 167,410 2.493 

Georges Cahuzac, FRANCE 
Germán Bejarano (Alternate), SPAIN 

Elected by: 
Austria 
Denmark 
Finland 
France 

Norway 
Spain 
Sweden 261,766 3.897 

Maritza Izaguirre, VENEZUELA 
Rogelio Novey (Alternate), PANAMA 

Elected by: 
Panama 
Venezuela 428,064 6.373 

Guy A. Lavigueur, CANADA 
Alan E Gill (Alternate), CANADA 

Elected by: 
Canada 278,158 4.141 

Barry Malcolm, BAHAMAS 
George L. Reid (Alternate), BARBADOS 

Elected by: 
Bahamas 
Barbados Jamaica 
Guyana Trinidad and Tobago 104,572 1.557 

Bruno Mangiatordi, ITALY 
Marco Ferroni (Alternate), SWITZERLAND 

Elected by: 
Belgium Italy 
Germany Netherlands 
Israel Switzerland 278,621 4.148 

Mario Marcel, CHILE 
Pedro Aguayo Cubillo (Alternate), ECUADOR 

Elected by: 
Chile 
Ecuador 244,034 3.633 

Atsuo Nishihara, JAPAN 
Alexandra M. Archbold (Alternate), UNITED KINGDOM 

Elected by: 
Croatia 
Japan 
Portugal 

Slovenia 
United Kingdom 308,768 4.597 

A. Humberto Petrei, ARGENTINA 
José Maria Cartas (Alternate), ARGENTINA 

Elected by: 
Argentina 
Haiti 772,919 11.508 

Moisés A. Pineda, MEXICO 
Ernesto A. Selman (Alternate), DOMINICAN REPUBLIC 

Elected by: 
Dominican Republic 
Mexico 517,571 7.705 

L. Ronald Scheman, UNITED STATES Appointed by: 
Lawrence Harrington (Alternate), UNITED STATES United States 2,132,342 31.748 

Antonio Claudio Sochaczewski, BRAZIL 
Mauro Marcondes Rodrigues (Alternate), BRAZIL 

Elected by: 
Brazil 
Suriname 749,171 11.154 

Total 6,716,516 100.00* 

Evaluation Office 
Jean S. Quesnel, Director 

As of December 31, 1997 
* Total may not add up due to rounding. 



PRINCIPAL OFFICERS OF THE BANK 

President 
Executive Vice-President 

Chief, Office of the Presidency 
Chief Advisor, Office of the Executive Vice-President 

Controller 

Deputy Controller 

Chief Economist 

Auditor General 

External Relations Advisor 

Office of the Multilateral Investment Fund 
Manager 

Deputy Manager 
Regional Operations Department 1 
Manager 

Deputy Manager 
Senior Deputy Manager-Regional Suppott Services 
Deputy Manager-Financial Support Services 

Regional Operations Department 2 
Manager 

Deputy Manager 

Regional Operations Department 3 
Manager 

Deputy Manager 

Finance Department 
Manager 

Senior Deputy Manager-Treasurer 
Deputy Manager-Policy, Planning and Capital Markets 

Legal Department 
General Counsel 

Deputy General Counsel 

Secretariat Department 
Secretary of the Bank 

Deputy Secretary 

Strategic Planning and Operational Policy Department 
Manager 

Integration and Regional Programs Department 
Manager 

Private Sector Department 
Manager 

Deputy Manager 

Sustainable Development Department 
Manager 

Deputy Manager 

Administrative Department 
Manager 

Senior Deputy Manager 
Director, Office of Learning 

Special Representative in Europe 

Enrique V Iglesias 
Nancy Birdsall 

Euric A. Bobb 
Robert%N. Kaplan 

Alberto Pico 

Carlos Eduardo Guedes 

Ricardo Hausmann 

William L. Taylor 

Muni Figueres 

Donald E Terry 
Keisuke Nakamura 

Ricardo L. Santiago 
Manuel Rapoport 
Frederick W Schieck 
Setsuko Ono 

Miguel E. Martinez 
Terry A. Powers 

Ciro de Falco 
Miguel A. Rivera 

Charles O. Sèthness 
Carlos Santistevan 
Nobuchika Mori 

John M. Niehuss 
J.James Spinner 

Carlos Ferdinand 
Armando Chuecos R 

Stephen A. Quick 

Nohra Rey de Marulanda 

Hiroshi Toyoda 
Bernardo Frydman 

Waldemar FW Wirsig 
Antonio Vives 

Richard J. Herring 
Joel A. Riley 
Eleanor H. Howard 

Andrés Bajuk 

As of December 31, 1997 
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CHANNELS OF COMMUNICATIONS AND DEPOSITORIES 

Member country Channels of Communications Depository 

ARGENTINA 
AUSTRIA 
BAHAMAS 
BARBADOS 
BELGIUM 

BELIZE 

Banco Central de la República Argentina 
Federal Ministry of Finance 
Ministry of Finance and Planning 
Ministry of Finance and Economic Affairs 
Administration de la Trésorerie, 

Service des Relations Internationales 
Financial Secretary, Ministry of Finance 

Banco Central de la República Argentina 
Ôsterreichische Nationalbank 
Central Bank of The Bahamas 
Central Bank of Barbados 

Banque Nationale de Belgique 
Central Bank of Belize 

BOLIVIA 
BRAZIL 
CANADA 

CHILE 
COLOMBIA 
COSTA RICA 
CROATIA 

Banco Central de Bolivia 
Banco Central do Brasil 
International Financial Institution, 

Multilateral Programs Branch, Canadian 
International Development Agency 

Dirección de Presupuestos, Ministerio de Hacienda 
Ministerio de Hacienda y Crédito Público 
Ministerio de Hacienda 
Ministry of Finance 

Banco Central de Bolivia 
Banco Central do Brasil 

Bank of Canada 
Banco Central de Chile 
Banco de la República 
Banco Central de Costa Rica 
National Bank of Croatia 

DENMARK 

DOMINICAN REPUBLIC 
ECUADOR 
EL SALVADOR 
FINLAND 
FRANCE 
GERMANY 

Danish International Development Agency 
(DANIDA) 

Banco Central de la República Dominicana 
Ministerio de Finanzas y Crédito Público 
Ministerio de Hacienda 
Ministry for Foreign Affairs 
Ministère de l'Economie, des Finances et de l'Industrie 
Federal Ministry for Economie Cooperation 

and Development 

Danmarks Nationalbank 
Banco Central de la República Dominicana 
Banco Central de Ecuador 
Banco Central de Reserva de El Salvador 
Bank of Finland 
Banque de France 

Deutsche Bundesbank 

GUATEMALA 
GUYANA 
HAITI 
HONDURAS 
ISRAEL 
ITALY 

Banco de Guatemala 
Ministry of Finance 
Banque de la République d'Haïti 
Banco Central de Honduras 
Bank of Israel 
Ministry of the Treasury 

Banco de Guatemala 
Bank of Guyana 
Banque de la République d'Haïti 
Banco Central de Honduras 
Bank of Israel 
Banca d'Italia 

JAMAICA 
JAPAN 
MEXICO 
NETHERLANDS 
NICARAGUA 
NORWAY 

Ministry of Finance and Planning 
Ministry of Finance 
Secretaría de Hacienda y Crédito Público 
Ministry of Finance 
Ministerio de Economía y Desarrollo 
Royal Norwegian Ministry of Foreign Affairs 

Bank of Jamaica 
Bank of Japan 
Banco de México, S.A. 
De Nederlandsche Bank N.V 
Banco Central de Nicaragua 
Bank of Norway 

PANAMA 
PARAGUAY 
PERU 
PORTUGAL 
SLOVENIA 
SPAIN 

Ministerio de Planificación y Política Económica 
Banco Central de Paraguay 
Banco Central de Reserva del Perú 
Ministério das Finanças 
Ministry of Finance 
Subdirección General de Instituciones 

Financieras Multilaterales, Ministerio 
de Economía y Hacienda 

Banco Nacional de Panamá 
Banco Central de Paraguay 
Banco Central de Reserva del Perú 
Banco de Portugal 
Bank of Slovenia 

Banco de España 

SURINAME 
SWEDEN 

SWITZERLAND 

TRINIDAD AND TOBAGO 
UNITED KINGDOM 

Ministry of Finance 
Ministry for Foreign Affairs, Department 

for International Development Co-operation 
Office Fédéral des Affaires Économiques 

Extérieures 
Central Bank of Trinidad and Tobago 
Department for International Development 

Central Bank van Suriname 

Sveriges Riksbank 

Banque Nationale Suisse 
Central Bank of Trinidad and Tobago 
Bank of England 

UNITED STATES 
URUGUAY 
VENEZUELA 

Treasury Department 
Ministerio de Economía y Finanzas 
Oficina de Coordinación y Planificación de la 

Presidencia de la República 

Federal Reserve Bank of New York 
Banco Central del Uruguay 

Banco Central de Venezuela 

As of December 31, 1997 
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COUNTRY OFFICES AND REPRESENTATIVES 

ARGENTINA, José Maria Puppo 
Calle Esmeralda 130, pisos 19 y 20 
(Casilla de correo Nc 181, Sucursal 1) 
Buenos Aires Tel: 320-1800 

BAHAMAS, Hugo E. Souza 
IDB House, East Bay Street 
(PO. Box N-3743) 
Nassau Tel: 393-7159 

BARBADOS, Pamela Williams 
Maple Manor, Hastings 
(P.O. Box 402) 
Christ Church Tel: 427-3612 

BELIZE, José Airton Teixeira 
Social Security Building 
Bliss Parade 
Belmopan Tel: 82-3914 

BOLIVIA, David B. Atkinson 
Edificio "BISA", 5° piso 
Avda. 16 de Julio, N° 1628 
(Casilla N° 12954) 
La Paz Tel: 35-1221 

BRAZIL, Jorge Elena 
Setor de Embaixadas Norte 
Quadra 802 Conjunto F 
Lote 39 - Asa Norte 
70.800-400 Brasília, D.E Tel: 317-4200 

CHILE, Vladimir Radovic 
Avda. Pedro de Valdivia 0193, 11° piso 
(Casilla N° 16611) 
Correo 9 (Providencia) 
Santiago Tel: 231-7986 

COLOMBIA, Cario Binetti 
Avda. 40 A N° 13-09, 8o piso 
(Apartado aéreo 12037) 

Tel: 288-0366 

COSTA RICA, Emil Weinberg 
Edificio Centro Colón, piso 12 
Paseo Colón, entre calles 38 y 40 
San José Tel: 233-3244 

DOMINICAN REPUBLIC 
Stephen E. McGaughey 
Avda. Winston Churchill esquina 
calle Luis E Thomen, Torre BHD 
(Apartado postal N° 1386) 
Santo Domingo Tel: 562-6400 

ECUADOR, Robert H. Bellefeuille 
Avda. 12 de Octubre 1830 y Cordero 
Ed. World Trade Center - Torre II, piso 9 
(Apartado postal N° 17-07-9041) 
Quito Tel: 56-3453 

EL SALVADOR, Luis Vergara 
Condominio Torres del Bosque 
10° piso, Colonia La Mascota 
[Apartado postal N° (01) 199] 
San Salvador Tel: 263-8300 

GUATEMALA, Iliana Waleska Pastor 
Edificio Géminis 10 
12 Calle 1-25, Zona 10, Nivel 19 
(Apartado postal N° 935) 
Guatemala Tel: 35-2650 

GUYANA, Charles T. Greenwood 
47-High Street, Kingston 
(P.O. Box 10867) 
Georgetown Tel: 5-7951 

HAITI, Philippe Dewez 
Banque interaméricaine de développement 
Bourdon 389 
(Boîte postale 1321) 
Port-au-Prince Tel: 45-5711 

HONDURAS, Federico Alvarez 
Boulevard Morazan 
Edificio Los Castaños, 5o y 6o pisos 
Colonia Los Castaños 
(Apartado postal N° 3180) 
Tegucigalpa Tel: 32-4838 

JAMAICA, Robert Kestell 
40-46 Knutsford Blvd., 6th floor 
(PO. Box 429) 
Kingston 10 Tel: 926-2342 

JAPAN, Yoshihisa Ueda 
Fukoku Seimei Bldg. 16F 
2-2-2 Uchisaiwaicho, Chiyoda-ku 
Tokyo 100 Tel: 3591-0461 

MEXICO, Jairo Sánchez 
Avda. Horacio N° 1855 
6o piso (Esquina Periférico) 
Los Morales-Polanco 
11510 México, D.E Tel: 580-2122 

NICARAGUA, Martin F. Stabile 
Edificio BID 
Km. 4-1/2 Carretera a Masaya 
(Apartado postal 2512) 
Managua Tel: 67-0831 

PANAMA, Camille Gaskin-Reyes 
Avda. Samuel Lewis 
Edificio Banco Unión, piso 14 
(Apartado postal 7297) 
Panamá 5 Tel: 263-6944 

PARAGUAY, Raúl Baginski 
Edificio Aurora, piso 2 
Calle Caballero 221 esquina 
Eligió Ayala (Casilla N° 1209) 
Asunción Tel: 49-2061 

PERU, Rosa Olivia V. Lawson 
Paseo de la República 3245, piso 14 
(Apartado postal N° 270154) 
San Isidro, Uma 27 Tel: 442-3400 

SURINAME, Keith E. Evans 
Peter Bruneslaan 2-4 
Paramaribo Tel: 46-2903 

TRINIDAD AND TOBAGO, 
Frank J. Maresca 
Inter-American Development Bank 
19 St. Clair Avenue 
(P.O. Box 68) 
Port of Spain Tel: 622-8367 

URUGUAY, William R. Large, Jr. 
Andes 1365, piso 13 
(Casilla de correo 11100) 
Sucursal 1 
Montevideo Tel: 902-0444 

VENEZUELA, José Agustín Riveros 
Edificio Cremerca, piso 3 
Avda. Venezuela, El Rosal 
Caracas 1060 Tel: 951-5533 

INSTITUTE FOR THE INTEGRATION 
OF LATIN AMERICA AND THE 
CARIBBEAN 

Juan José Taccone 
Calle Esmeralda 130, pisos 16 y 17 
(Casilla de correo N° 39) 
Sucursal 1 
Buenos Aires Tel: 320-1850 

SPECIAL REPRESENTATIVE IN 
EUROPE 

Andrés Bajuk 
Banque interaméricaine de développement 
66, Avenue d'Iéna 
75116 Paris, France Tel: 40 69 31 00 

As of December 31, 1997 
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TABLE 1. CROSS DOMESTIC PRODUCT1,1960-1997 
(In percent) 

Country 

Proportion of Regional GDP 

Averages 

1970 
1979 

1980 
1989 

1990 
1997 

Real Growth Rates 

Annual Averages 

1960 
1969 

1970 
1979 

1980 
1989 1994 

Annual 

1995 1996 1997P 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

21.5 
0.3 
0.3 

0.7 
31.7 

16.2 
0.3 
0.3 
0.0 
0.5 

37.6 

16.0 
0.3 
0.3 
0.Q 
0.5 

37.0 

5.6 

4.6 
5.4 

2.4 
2.4 
1.8 

4.1 
7.7 

-1.0 
2.7 
2.0 
3.9 

-0.3 
1.9 

8.5 
0.6 
3.8 
2.2 
4.6 
6.0 

-4.6 
1.3 
2.7 
3.7 
3.8 
4.2 

4.3 
3.5 
5.5 
1.5 
3.9 
3.0 

7.8 
4.0 
0.9 
2.7 
4.5 
3.5 

Chile 2.9 2.6 3.5 4.0 1.8 2.4 4.2 8.5 7.2 5.5 
Colombia 3.6 3.9 4.6 4.4 5.0 3.4 5.8 5.4 2.1 3.0 
Costa Rica 0.5 0.5 0.6 5.2 5.4 1.9 4.5 2.4 -0.7 2.5 
Dominican Republic 0.5 0.5 0.6 4.0 6.5 2.5 4.3 4.8 7.3 7.7 
Ecuador 1.0 1.2 1.2 4.8 9.2 1.5 4.3 2.3 2.0 3.4 

El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 

0.8 
0.8 
0.1 
0.2 
0.3 

0.5 
0.7 
0.0 
0.2 
0.3 

0.5 
0.7 
0.0 
0.1 
0.3 

4.9 
2.8 
0.7 
5.0 

3.6 
5.3 
1.1 
4.0 
5.6 

-0.9 
0.6 

-3.0 
-0.7 
2.3 

6.0 
4.0 
8.5 

-10.6 
-1.4 

6.3 
4.9 
5.0 
4.5 
4.3 

3.0 
3.0 
7.9 
2.0 
3.0 

3.5 
4.1 
7.0 
1.5 
4.5 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

0.5 
20.3 
0.3 
0.4 
0.4 

0.3 
22.3 
0.2 
0.5 
0.5 

0.3 
21.9 

0.2 
0.5 
0.6 

4.1 
6.3 
6.7 
7.2 
4.4 

-0.3 
5.8 

-0.3 
4.0 
7.5 

1.7 
1.2 

-1.4 
0.7 
2.7 

0.8 
4.5 
3.3 
2.9 
3.1 

0.5 
-6.2 
4.5 
1.8 
4.7 

-1.7 
5.1 
5.5 
2.5 
1.3 

-1.0 
7.1 
5.5 
3.8 
4.0 

Peru 5.0 4.2 3.6 4.5 3.1 -0.7 13.1 7.2 2.6 7.0 
Suriname 0.0 0.0 0.0 5.2 5.7 -1.4 -5.0 7.1 5.5 4.6 
Trinidad and Tobago 0.7 0.6 0.4 4.6 4.8 -3.1 3.6 2.4 2.6 3.0 
Uruguay 0.9 0.8 0.8 1.0 2.5 0.3 6.3 -2.0 4.9 3.5 
Venezuela 6.4 5.4 5.6 5.0 3.9 0.4 -2.9 3.4 -1.6 4.5 

Latin America 100.0 100.0 100.0 4.9 5.1 1.1 5.7 0.8 3.5 5.2 

Source: IDB, based on officiai statistics from member countries and IDB estimates. 
1 Annual growth rates calculated using constant local currency, except annual average growth rates and Latin American aggregates, which use constant 1990 U.S. dollars. 
p Preliminary. 
.., Not available. 
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TABLE 2. POPULATION AND GROWTH RATES, 1960-1997 

Country 
1960 1970 1980 1985 1990 1995 

(in thousands) 

Average Growth Rates 
1996 1997P 1971-80 1981-90 1991-97p 

(in percent) 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

20,616 
110 
231 

93 
3,351 

72,757 

24,354 
174 
240 
125 

4,315 
98,398 

28,966 
219 
251 
154 

5,569 
127,141 

30,305 
234 
253 
166 

5,895 
135,262 

32,527 
256 
257 
189 

6,573 
148,030 

34,768 
276 
262 
215 

7,414 
159,182 

35,220 
280 
263 
221 

7,592 
161,314 

35,672 
284 
264 
227 

7,773 
163,404 

1.4 
1.9 
0.4 
1.6 
2.2 
2.1 

1.3 
1.8 
0.3 
2.4 
1.9 
1.8 

1.1 
1.3 
0.3 
2.3 
2.1 
1.2 

Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 

7,608 
15,939 

1,236 
3,231 
4,439 

9,670 
21,866 

1,778 
4,547 
6,148 

11,493 
27,657 

2,423 
5,964 
8,409 

12,047 
29,415 

2,642 
6,376 
9,099 

13,100 
32,596 
3,035 
7,110 

10,264 

14,210 
35,814 
3,424 
7,823 

11,460 

14,419 
36,442 
3,500 
7,961 

11,698 

14,622 
37,065 

3,575 
8,097 

11,937 

1.4 
2.0 
2.5 
2.3 
2.6 

1.5 
1.9 
2.6 
2.0 
2.3 

1.3 
1.6 
2.0 
1.6 
1.8 

El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 

2,570 
3,963 

569 
3,804 
1,894 

3,705 
5,392 

714 
4,598 
2,670 

4,611 
7,174 

769 
5,547 
3,808 

4,676 
7,738 

785 
5,865 
4,186 

5,031 
8,749 

796 
6,486 
4,879 

5,662 
9,976 

835 
7,180 
5,654 

5,792 
10,244 

844 
7,329 
5,816 

5,924 
10,519 

854 
7,482 
5,981 

2.1 
2.4 
0.6 
1.5 
2.9 

0.9 
2.3 
0.4 
1.8 
2.8 

2.1 
2.3 
0.9 
1.8 
2.5 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

1,629 
36,945 

1,502 
1,126 
1,774 

Peru 9,931 
Suriname 290 
Trinidad and Tobago 843 
Uruguay 2,538 
Venezuela 7,579 

1,897 
52,230 
2,123 
1,549 
2,407 

13,568 
370 
979 

2,817 
11,094 

2,202 
70,776 
2,955 
2,037 
3,303 

18,195 
364 

1,113 
2,951 

15,917 

2,311 
75,465 
3,203 
2,167 
3,609 

19,492 
377 

1,160 
3,008 

17,138 

2,366 
83,226 

3,568 
2,398 
4,219 

21,569 
400 

1,236 
3,094 

19,502 

2,447 
91,145 

4,124 
2,631 
4,828 

23,532 
423 

1,306 
3,186 

21,844 

2,465 
92,712 

4,236 
2,677 
4,958 

23,947 
428 

1,320 
3,204 

22,311 

2,483 
94,275 

4,349 
2,722 
5,089 

24,371 
433 

1,335 
3,221 

22,777 

1.2 
2.6 
2.8 
2.3 
2.6 

2.5 
-0.4 
1.0 
0.3 
3.1 

0.9 
1.9 
2.2 
1.9 
2.8 

2.0 
1.1 
1.2 
0.5 
2.3 

0.6 
1.5 
2.5 
1.6 
2.3 

1.5 
1.0 
0.9 
0.5 
1.9 

Latin America 206,567 277,729 359,965 382,875 421,454 459,622 467,191 474,736 2.2 1.8 1.5 

Sources: Latin American Demographic Center, Santiago, Chile, and IDB estimates, 
p Preliminary. 



TABLE 3. CROSS DOMESTIC PRODUCT PER CAPITA1.1960-1997 

Country 
(in 1990 U.S. dollars) 

1960 1970 1980 1990 1996 1997p 

(As a percent of OECD) 
1970 1980 1990 1996 1997P 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

4,320 

2,740 

645 
1,064 

5,587 
10,593 
5,000 

880 
1,529 

6,114 
11,282 
5,903 
1,697 
1,016 
2,957 

4,710 
12,243 
6,656 
2,128 

840 
2,807 

6,094 
11,105 
6,835 
2,279 

916 
3,056 

6,486 
11,394 
6,867 
2,279 

935 
3,123 

51.3 
97.3 
45.9 

8.1 
14.0 

42.0 
77.4 
40.5 
11.7 
7.0 

20.3 

26.2 
68.1 
37.0 
11.8 
4.7 

15.6 

31.6 
57.5 
35.4 
11.8 
4.7 

15.8 

32.8 
57.7 
34.7 
11.5 
4.7 

15.8 

Chile 1,708 2,056 2,259 2,534 3,450 3,589 18.9 15.5 14.1 
Colombia 760 925 1,268 1,489 1,693 1,715 8.5 8.7 8.3 
Costa Rica 1,241 1,584 2,050 1,924 2,056 2,063 14.5 14.1 10.7 
Dominican Republic 474 564 866 842 992 1,051 5.2 5.9 4.7 
Ecuador 574 726 1,364 1,264 1,359 1,377 6.7 9.4 7.0 

El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 

616 
624 
346 
440 

1,235 
795 
680 
316 
545 

1,223 
1,059 

692 
424 
689 

1,063 
901 
464 
316 
633 

1,280 
978 
747 
215 
649 

1,296 
991 
790 
213 
660 

11.3 
7.3 
6.2 
2.9 
5.0 

8.4 
7.3 
4.8 
2.9 
4.7 

5.9 
5.0 
2.6 
1.8 
3.5 

17.9 
8.8 

10.6 
5.1 
7.0 

6.6 
5.1 
3.9 
1.1 
3.4 

18.2 
8.7 

10.4 
5.3 
7.0 

6.6 
5.0 
4.0 
1.1 
3.3 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

1,333 
1,538 

708 
999 
709 

1,940 
2,176 

995 
1,592 

865 

1,547 
3,110 

732 
2,372 
1,506 

1,744 
2,968 

495 
2,216 
1,487 

1,742 
2,938 

485 
2,644 
1,491 

1,712 
3,095 

498 
2,699 
1,511 

17.8 
20.0 

9.1 
14.6 
7.9 

10.6 
21.3 

5.0 
16.3 
10.3 

9.7 
16.5 
2.8 

12.3 
8.3 

9.0 
15.2 
2.5 

13.7 
7.7 

8.7 
15.7 
2.5 

13.7 
7.6 

Peru 1,234 2,209 2,410 1,709 2,094 2,201 20.3 16.5 9.5 10.8 11.1 
Suriname 512 646 1,074 823 816 844 5.9 7.4 4.6 4.2 4.3 
Trinidad and Tobago 2,982 4,047 6,250 4,035 4,170 4,248 37.2 42.9 22.4 21.6 21.5 
Uruguay 2,025 2,121 2,773 2,700 3,258 3,353 19.5 19.0 15.0 16.9 17.0 
Venezuela 2,822 3,486 3,541 3,046 3,091 3,164 32.0 24.3 16.9 16.0 16.0 

Latin America 1,495 2,012 2,824 2,561 2,814 2,913 18.5 19.4 14.2 14.6 14.7 

Sources: For countries in Latin America, IDB based on official statistics from member countries and IDB estimates; and for Organisation for Economic Co-operation and 
Development (OECD) countries, IMF World Economic Outlook, 1997. 
1 See Economic and Social Progress in Latin America, 1997 report, Statistical Appendix, Methodological Notes for Tables B-l to B-19. 
p Preliminary. 
... Not available. 
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TABLE 4. DISBURSED TOTAL EXTERNAL DEBT OUTSTANDING1.1988-1997 
(In millions of U.S. dollars) 

Country 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997p 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

56,610 
171 
696 
139 

4,793 
117,013 

59,615 
221 
642 
144 

4,082 
111,141 

54,672 
266 
683 
153 

4,269 
110,853 

56,778 
412 
652 
170 

4,046 
110,182 

59,269 
440 
609 
187 

4,224 
124,433 

70,575 
453 
570 
197 

4,293 
136,524 

77,434 
414 
615 
198 

4,837 
150,247 

89,747 
394 
597 
256 

5,246 
158,329 

El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 

1,985 
2,540 
1,756 

804 
3,171 

2,055 
2,516 
1,533 

790 
3,214 

2,141 
2,642 
1,882 

865 
3,634 

2,174 
2,633 
1,911 

744 
3,321 

2,248 
2,547 
1,845 

764 
3,559 

2,007 
2,857 
1,917 
773 

3,984 

2,187 
3,061 
1,975 
683 

4,366 

2,243 
3,227 
1,970 
806 

4,511 

99,708 
361 
597 
263 

5,359 
160,843 

Chile 19,582 18,032 19,227 17,947 19,134 20,637 24,722 25,562 27,517 
Colombia 16,993 16,875 17,203 17,315 17,185 17,141 19,418 20,758 23,444 
Costa Rica 4,251 4,204 3,678 3,958 3,911 3,835 3,873 3,769 3,667 
Dominican Republic 3,757 3,800 3,866 4,203 4,269 4,330 4,026 4,131 4,142 
Ecuador 9,946 10,246 10,587 10,576 10,235 11,820 12,697 13,945 14,016 

2,497 
3,262 
1,528 
913 

4,494 

109,000 
398 

270 
4,504 

28,618 

3,800 
3,976 

2,555 
3,418 
1,494 
985 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

4,490 
99,216 
7,685 
5,733 
2,259 

4,436 
93,841 
8,379 
5,655 
2,306 

4,546 
104,442 
8,979 
5,660 
1,991 

4,283 
114,067 
9,296 
5,534 
1,947 

4,127 
112,265 
9,639 
5,281 
1,604 

3,976 
131,572 
9,031 
5,364 
1,569 

4,209 
139,955 
9,248 
5,521 
1,957 

4,167 
165,743 
8,072 
5,528 
2,280 

3,985 
173,572 
5,964 
7,215 
2,406 

179,400 
5,986 

Peru 15,268 15,305 16,331 18,282 18,541 19,481 22,076 26,229 31,272 26,000 
Suriname 97 118 126 194 205 206 198 193 217 240 
Trinidad and Tobago 2,098 2,138 2,511 2,488 2,375 2,131 2,219 2,548 2,668 2,661 
Uruguay 3,821 4,449 4,415 4,189 4,569 4,846 5,070 5,307 5,041 
Venezuela 34,735 32,371 33,170 34,122 37,702 37,350 36,560 35,537 35,954 

Latin America 419,609 408,108 418,792 431,423 451,167 497,437 537.763 591,095 620,904 661,788 

Sources: IDB and World Bank, World Debt Tables and staff estimates. 
' Total external debt is the sum of long-term and short-term external debt (including interest arrears), and use of IMF credit. Long-term external debt is made up of public 
and publicly guaranteed debt and private non-guaranteed debt. Shon-term external debt is debt with an original maturity of one year or less and could be either public or 
private. Use of IMF credit denotes repurchase obligations to the IMF with respect to all uses of IMF resources, excluding those resulting from drawings in the reserve tranche 
and the IMF Trust Fund. 
p Preliminary. 
... Not available. 
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TABLE 5. ANNUAL AVERAGE GROWTH OF CONSUMER PRICE INDEXES1.1971-1997 
(In percent) 

Country 1971-80 1981-90 1981-85 1986-90 1980 1985 1990 1994 1995 1996 1997p 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

113.0 
7.0 

13.4 

18.4 
32.8 

400.5 
4.4 
4.3 
3.0 

213.8 
306.7 

269.7 
3.7 
4.8 
3.8 

572.4 
118.3 

498.7 
4.0 
3.5 
2.1 

12.4 
544.4 

100.8 
12.1 
14.4 

47.2 
82.8 

708.2 
4.6 
3.9 
4.2 

11,748.4 
248.4 

2,313.7 
4.7 
3.1 
3.0 

17.1 
2,937.7 

4.2 
1.5 
0.1 
2.3 
7.9 

2,668.6 

3.4 
2.0 
1.9 
3.2 

10.2 
84.4 

0.2 
1.4 
2.4 
6.4 

12.4 
18.2 

1.0 
2.0 
7.9 
4.2 
6.0 
7.5 

Chile 126.2 18.2 17.0 15.2 35.1 30.7 26.0 12.0 7.9 7.3 5.6 
Colombia 20.1 20.7 16.5 20.7 26.5 24.0 29.1 23.8 21.0 20.2 18.0 
Costa Rica 10.5 21.7 26.6 14.4 18.1 15.1 19.0 13.5 23.2 17.5 14.1 
Dominican Republic 10.0 23.7 14.5 31.2 16.7 37.5 59.4 8.3 12.5 5.4 6.9 
Ecuador 11.7 34.3 23.7 39.8 13.0 28.0 48.5 27.5 22.9 24.4 32.0 

El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 

10.6 
9.6 

10.1 
9.6 
7.8 

17.4 
13.2 
28.3 

5.6 
6.8 

11.5 
5.2 

14.9 
6.9 
5.0 

16.9 
14.4 
41.1 

3.7 
7.7 

17.4 
10.8 
14.1 
17.8 
18.1 

22.2 
18.7 
15.0 
10.7 
3.4 

24.1 
41.2 
63.6 
20.4 
23.3 

10.6 
10.9 
16.1 
37.4 
21.7 

10.1 
8.4 
8.1 

30.2 
29.5 

9.7 
11.1 
4.5 

20.5 
23.8 

5.0 
10.0 
4.0 

17.2 
17.5 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

16.4 
15.9 

6.8 
12.6 

14.5 
61.1 

580.6 
1.1 

20.1 

13.8 
53.0 
47.9 

1.8 
12.8 

12.0 
49.8 

1,976.0 
0.4 

21.1 

16.1 
26.4 
35.3 
13.8 
22.4 

25.7 
57.8 

219.5 
1.0 

25.2 

29.8 
26.6 

7,485.2 
0.8 

38.2 

26.8 
6.9 
7.8 
1.3 

20.5 

25.6 
35.0 
11.0 

1.0 
13.4 

15.8 
34.4 
11.6 
1.3 
9.8 

10.0 
20.5 
10.0 

1.7 
8.0 

Peru 29.3. 308.5 66.9 702.7 59.1 77.2 7,481.5 23.7 11.1 11.5 9.0 
Suriname 9.8 11.9 5.2 15.1 14.1 10.9 21.7 368.5 235.6 -0.7 6.1 
Trinidad and Tobago 12.7 9.6 9.4 8.1 17.5 7.6 11.1 8.8 5.2 3.4 4.0 
Uruguay 59.3 56.0 36.6 59.0 63.5 72.2 112.5 44.7 42.2 28.3 19.3 
Venezuela 8.0 21.5 7.8 33.9 21.5 11.4 40.6 60.8 59.9 99.9 36.0 

Sources: International Monetary Fund, International Financial Statistics and IDB estimates. 
1 Annual averages of monthly Consumer Price Indexes, 
p Preliminary. 
... Not available. 
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TABLE 6. SELECTED SOCIAL INDICATORS1 

Country 

Vital Statistics 

Crude Birth 
Rate 

Crude Death 
Rate 

(Per 1,000 Population) 

1970 LAE2 1970 LAE 

infant Mortality 
(Per 

1,000 Live Births) 

1970 LAE 

Life Expectancy 
at Birth 
(Years) 

1970 LAE 

Health 

Population per 
Physician 
(Persons) 

1970 LAE 

Argentina 23.4 19.6 9.0 8.0 48.0 22.0 67.2 73.2 529 
Bahamas 25.4 18.3 6.1 5.3 32.0 19.0 66.6 74.2 1,315 
Barbados 20.8 15.1 8.7 8.8 33.0 9.0 69.4 76.4 
Belize 40.2 32.0 7.3 4.3 0.0 30.0 67.6 74.7 3,844 
Bolivia 45.2 33.2 19.0 9.1 151.0 66.0 46.7 61.5 1,965 
Brazil 33.6 22.7 9.7 7.2 91.0 53.0 59.8 67.7 2,029 

Chile 27.5 20.0 8.9 5.8 69.0 14.0 63.5 74.6 2,158 
Colombia 32.6 22.0 8.6 5.8 73.0 34.0 61.7 70.3 2,297 
Costa Rica 31.5 24.0 5.8 3.8 53.0 12.0 68.1 76.8 1,622 
Dominican Republic 38.8 24.1 9.9 5.3 94.0 34.0 59.9 70.9 2,299 
Ecuador 40.6 25.6 11.5 6.0 95.0 46.0 58.9 69.8 2,870 

El Salvador 42.8 31.5 10.9 6.5 99.0 39.0 58.7 68.3 4,217 
Guatemala 44.6 36.3 13.4 6.7 95.0 40.0 54.0 67.2 3,333 
Guyana 35.0 21.9 10.3 6.5 79.0 42.0 60.0 66.9 5,000 
Haiti 38.6 34.1 17.8 10.8 135.0 77.0 48.5 58.4 12,521 
Honduras 46.9 33.5 13.4 5.4 104.0 35.0 54.1 69.8 3,333 

Jamaica 32.5 19.1 8.2 5.8 42.0 12.0 68.6 74.6 2,632 
Mexico 42.4 24.8 9.2 5.1 68.0 33.0 62.9 71.9 1,489 
Nicaragua 47.2 36.6 12.7 6.0 100.0 45.0 55.3 68.5 2,000 
Panama 35.6 22.5 7.5 5.1 43.0 21.0 66.4 73.9 1,667 
Paraguay 36.6 29.8 7.2 5.1 55.0 35.0 65.6 71.2 916 

Peru 40.5 25.7 12.8 6.5 110.0 59.0 55.5 67.4 1,920 
Suriname 34.6 21.7 7.5 5.5 49.0 24.0 64.0 71.5 2,150 
Trinidad and Tobago 27.0 19.1 7.7 5.8 42.0 16.0 65.7 72.8 2,248 
Uruguay 21.1 16.8 10.1 10.4 46.0 17.0 68.8 72.9 915 
Venezuela 35.1 24.9 6.5 4.7 49.0 21.0 66.0 72.8 1,132 

346 

844 

806 
1,081 

949 
753 

2,312 
1,282 
3,226 

10,855 
2,500 

818 
1,220 

806 
1,407 

1,366 
1,274 
1,520 

288 
516 

Sources: The Statistical Yearbooks of ECLAC, UNESCO, United Nations Statistical Office, various issues, PAHO, Health Conditions in the Americas, and the World Bank, Social 
Indicators of Development, various editions. 
1 Social Indicators are collected by countries through censuses and surveys taken, in many cases, infrequently and on other than an annual basis. Therefore, the data for 1970 
are for years as close to 1970 as possible, and in no case earlier than 1970 nor later than 1979. Data for the latest available estimate (LAE) are in no case prior to 1985 and, for 
many indicators, refer to the early 1990s. Furthermore, users should be aware that the concepts, definitions and methodologies employed in the collection of such indicators 
vary from country to country and often vary over time within countries. 
2 Latest Available Estimate. 
' Proportion of the population 15 years of age and older who cannot, with understanding, read and write a short simple statement on everyday life. 
4 Gross enrollment of all ages at primary and secondary levels as a percentage of school age children as defined by the country. School age children at the primary and secondary 
levels generally range from 6 to 17 years of age. Gross enrollment can be more than 100 percent if some pupils are younger or older than the above age range. 
5 Calculated as above with an age group of 20 to 24. 
... Not available. 
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Health 

Population 
per Hospital Bed 

(Persons) 

1970 LAE 

Access to 
safe Water 
(in percent) 

1970 LAE 

Education 

illiteracy Rate5 

(in percent) 

1970 LAE 

Enrollment Ratios 
1st and 2nd Levels9 

(in percent) 
Third Level5 

(in percent) 

1970 LAE 1970 LAE Country 

179 
196 
98 
217 
435 
270 

222 
257 
123 
345 
769 
286 

56 
65 
98 

33 
55 

64 
97 
100 
82 
60 
92 

7.4 
8.8 
0.7 
8.8 

36.8 
33.8 

3.8 
1.8 
2.6 
9.9 
16.9 
16.7 

70 

85 

54 
65 

96 
94 
99 

70 
89 

14.2 

3.9 

8.7 
5.3 

38.1 Argentina 
17.7 Bahamas 
28.1 Barbados 

Belize 
22.2 Bolivia 
11.3 Brazil 

263 435 56 96 11.0 4.8 87 88 9.4 30.3 Chile 
465 732 63 96 19.2 8.7 64 87 4.7 17.2 Colombia 
250 526 74 100 11.6 5.2 76 80 24.3 31.9 Costa Rica 
379 506 37 79 33.0 17.9 65 89 6.5 18.0 Dominican Republic 
370 625 34 70 25.8 9.9 66 89 7.6 20.0 Ecuador 

500 
455 
208 

1,275 
556 

769 
909 
279 

1,251 
1,111 

40 
38 
75 
12 
34 

62 
64 
83 
28 
70 

42.9 
54.0 
8.4 

78.7 
43.1 

28.5 
44.4 

1.9 
55.0 
27.3 

62 
36 
79 
25 
57 

66 
54 
77 
60 
74 

3.3 
3.4 
1.9 
0.4 
2.1 

17.7 El Salvador 
8.1 Guatemala 
8.6 Guyana 
1.1 Haiti 

10.0 Honduras 

244 
714 

303 
625 

455 
176 
204 
169 
323 

476 
1,429 

833 
357 
833 

400 
232 
313 
400 
400 

62 
54 
35 
69 
11 

35 

96 
92 
75 

70 
87 
57 
82 
48 

60 
72 
82 
83 
88 

3.9 
25.8 
42.5 
21.7 
19.9 

27.5 

7.8 
6.1 

23.5 

15.0 
10.4 
34.3 
9.2 
7.9 

11.3 
7.0 
2.1 
2.7 
8.9 

81 
68 
54 
75 
67 

72 
90 
73 
82 
71 

78 
85 
75 
83 
73 

101 
87 
90 
95 

5.4 
6.1 
5.7 
6.6 
4.3 

10.8 
1.2 
2.9 
9.9 

11.7 

6.0 Jamaica 
14.3 Mexico 
9.4 Nicaragua 

30.0 Panama 
31.1 Paraguay 

10.3 Peru 
Suriname 

7.7 Trinidad and Tobago 
27.3 Uruguay 
28.5 Venezuela 
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TABLE 7. BALANCE OF PAYMENTS SUMMARY
1
.1995-1997 

(In millions of U.S. dollars) 

Country 

1995 1996 1997P 

Balance on Reserves 
and 

Balance on Reserves 
and 

Balance on Reserves 
and 

Merchandise Current Capital/Fin Related Merchandise Current Capital/Fin Related Merchandise Current Capital/Fin Related 
Trade Account Account Items

2 Trade Account Account Items
2 Trade Account Account Items

2 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

2,238 
-980 
-444 

-66 
-174 

-3,157 

-2,446 
-244 
100 
-17 

-458 
-18,136 

2,296 
177 
-66 

-1 
656 

29,609 

69 
3 

-10 
-4 

-154 
-12,920 

1,621 
-1,060 

-528 
-96 

-298 
-5,539 

-3,952 
-298 

98 
-17 

-535 
-24,800 

7,734 
216 

50 
41 

847 
32,492 

-3,782 
8 

-85 
-24 

-308 
-8,665 

-1,270 
-1,090 

-640 
-95 

-472 
-10,500 

-8,970 
-265 

28 
-47 

-718 
-30,700 

12,370 
257 
45 
18 

912 
23,000 

-3,400 
-10 
-50 
29 

-194 
7,700 

Chile 1,383 157 840 -740 -1,147 -2,918 4,943 -1,107 -700 -2,800 6,400 -3,900 
Colombia -2,548 -4,115 4,995 -356 -2,133 -4,784 7,016 -1,483 -1,958 -4,718 5,680 -962 
Costa Rica -474 -143 203 -154 -534 -142 33 64 -765 -363 505 -142 
Dominican Republic -2,020 -101 232 -131 -2,388 -110 95 15 -2,588 -148 180 -32 
Ecuador 354 -735 580 155 1,402 293 -19 -274 810 -505 855 -350 

El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 

-1,672 
-1,044 

-41 
-352 
-141 

-257 
-513 
-135 

-68 
-184 

403 
491 
123 
267 
246 

-147 
157 

1 
-116 

-90 

-1,443 
-920 

-4 
-314 
-54 

-178 
-396 

-67 
-216 
-132 

343 
573 
130 
90 

153 

-165 
-176 

-63 
60 

-174 

-1,567 
-780 

-31 
-309 

0 

-219 
-357 

-91 
-197 

-90 

319 
607 

95 
167 
279 

-100 
-250 

-4 
-36 

-289 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 

-813 
7,089 
-339 
-925 

-1,390 
-2,170 

-245 
-654 
-492 
-587 
-538 

-4,303 

154 
14,179 

445 
101 
121 

4,681 

55 
-10,654 

9 
-220 
-47 

-915 

-1,263 
6,531 
-382 
-616 

-1,378 
-1,996 

-238 
-1,922 

-436 
-169 
-670 

-3,556 

510 
3,323 

438 
1,233 

351 
3,642 

-271 
-1,768 

-79 
11 
46 

-1,853 

-1,463 
3,600 
-417 
-618 

-1,252 
-1,522 

-330 
-6,340 

-386 
-260 
-787 

-2,860 

166 
15,140 

147 
1,193 

350 
4,900 

164 
-4,900 

-116 
-127 

50 
-2,270 

Suriname 123 85 -10 -117 33 0 34 27 22 -44 20 7 
Trinidad and Tobago 588 294 -335 -40 276 -37 176 -219 300 -23 103 -200 
Uruguay -563 -215 357 -162 -703 -295 131 -119 -812 -363 493 -130 
Venezuela 7,290 2,255 -3,587 1,906 12,204 7,355 -735 -6,039 10,000 3,750 -3,000 -7,000 

Latin America -245 -31,695 57,157 -24,622 -729 -38,122 63,838 -26,424 -14,116 -57,803 71,203 -16,513 

Sources: International Monetary Fund, Balance of Payments (tapes) and IDB estimates. 
' Merchandise trade is equal to exports of goods minus imports of goods valued at f.o.b. prices. Current account balance is equal to trade balance plus services balance plus 
income balance plus current transfers balance. Balance on capital and financial account is the net result of capital inflows and outflows of the capital account and the financial 
account, the latter of which is the sum of net inflows and outflows of direct, portfolio and other investment. Reserves and related items include the changes in monetary gold, 
special drawing rights, reserve position in the IMF, and foreign exchange. The table excludes errors and omissions. 
2 According to conventional usage, a minus (-J means an increase. 
p Preliminary. 






