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THE INTER-AMERICAN DEVELOPMENT BANK 

The Inter-American Development Bank, the oldest and larg
est regional multilateral development institution, was estab
lished in December of 1959 to help accelerate economic and 
social development in Latin America and the Caribbean. 

The Bank was created in response to a longstanding 
desire on the part oí the Latin American nations for a devel
opment institution that would focus on the pressing prob
lems of the region. A resolution calling for the creation of 
such a bank was adopted at the First Inter-American Con
ference, held in Washington, D.C. in 1890. In 1958 Presi
dent Juscelino Kubitschck of Brazil proposed that the countries 
of the Hemisphere embark upon a bold cooperative effort to 
promote the economic and social development of the region. 
His proposal received support throughout the Hemisphere 
and shortly thereafter a special committee of the Organiza
tion of the American States drafted the Articles of Agree
ment establishing the Inter-American Development Bank. 

The Bank's original membership included 19 Latin 
American and Caribbean countries and the United States. 
Subsequently, eight other Western Hemisphere nations, in
cluding Canada, joined the Bank. From the beginning, the 
Bank developed links with many industrialized countries on 
other continents and in 1974 the Declaration of Madrid was 
signed to formalize their entry into the Bank. Eighteen 
nonregional countries joined the Bank between 1976 and 
1993. Today Bank membership totals 46 nations. The Inter-
American Investment Corporation (IIC), an autonomous af
filiate of the Bank, was established to promote the economic 
development of its member countries by financing small and 
medium-scale private enterprises. 

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

In carrying out its mission, the Bank has mobilized fi
nancing for projects that represent a total investment of S240 
billion. Annual lending has grown dramatically from the $294 
million in loans approved in 1961 to $10 billion in 1998. 

The Bank's operations cover the entire spectrum of eco
nomic and social development. In the past, Bank lending em
phasized the productive sectors of agriculture and industry, the 
physical infrastructure sectors of energy and transportation and 
the social sectors of environmental and public health, educa
tion and urban development. Current lending priorities include 
poverty reduction and social equity, modernization and inte
gration, 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 to it that 
its lending operations directly benefit low-income popula
tions. 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 infor
mal sector. In recent years, the Bank has financed sector re
form loans and debt reduction programs. In 1995, it began 
lending up to 5 percent of its ordinary capital resources di
rectly to the private sector, without government guarantees. 

The financial resources of the Bank consist of the ordi
nary capital account—comprised of subscribed capital, reserves 
and funds raised through borrowings—and Funds in Admin
istration, comprised of contributions made by member coun
tries. The Bank also has a Fund for Special Operations for 
lending on concessional terms in countries classified as eco
nomically less developed. An additional facility, the Multilat
eral Investment Fund (MIF), was created in 1992 to promote 
investment reforms and private sector development. 

In 1994, the Bank's member countries agreed to a $41 
billion increase in the Bank's resources. Member countries' 
subscriptions 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 member's 
subscription (under the 1994 agreement, the paid-in portion 
represents only 2.5 percent of a member's subscription). The 
major part of a member's subscription is in the form of call
able 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 equivalent status in the other major capital 
markets. 

The Bank's highest authority is the Board of Gover
nors, on which each member country is represented. Gover
nors are usually Ministers of Finance, Presidents of Central 
Banks or officers of comparable rank. The Board of Gover
nors has delegated many of its operational powers to 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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TEGUCIGALPA, HONDURAS— 
Three-year old Zuri Vásquez sits in the 

rubble of her home, destroyed by Hurri

cane Mitch. Emergency IDB loans to sev

eral Central American countries are 

helping people rebuild and recover from 

the devastating storm. 
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INTER-AMERICAN DEVELOPMENT BANK 
Washington, D.C. 

January 25, 1999 

Mr. Chairman: 

Pursuant to Section 2 of the By-Laws of the Inter-American Development Bank, I transmit to you the Annual 
Report of the Bank for 1998, 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 1998. 

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 development; a summary statement oí the loans approved in 1998; 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 the 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 



TABLE I. T E N YEARS OF OPERATIONS, 1989-98 
(In millions of US. dollars) 

1989 1990 1991 1992 1993 1994 1995 1996 1997 

54,174 54,198 
8,667 8,649 
1,207 1,256 

60,864 
8,675 
1,324 

66,399 
9,751 
1,313 

9.679 
1,352 

14,630 
1,984 

30,1 I 3 
10,038 

17,273 
1,830 

35,021 
10,475 

1,499 

19,656 
3,428 

39,223 
I 1,040 

1,556 

21.390 23,424 
5.074 3,941 

43,818 49,608 
11,381 11.756 

1,571 1,607 

25.198 
955 

56,242 
12,269 

1,621 

26,338 
2,746 

63,512 
13,011 

1,636 

26,629 
4,250 

66,088 
13.363 

2,235 
342 
41 

3,315 
517 
49 

4,734 
625 

■7 

5,534 
459 

30 

5,492 
423 543 

14 

6,437 
795 

16 

6,376 
374 

6 

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

2,193 
31 I 
45 

2,129 
329 
49 

2.804 
296 
51 

2,781 3,336 
387 381 
27 15 

2,626 
400 

14 

4,255 
541 
23 

3,696 
600 
20 

1,888 1,873 2,101 2,435 3,152 2,596 2,558 

20,098 22,179 
5,818 5,932 

378 337 

24,478 
6,043 

303 

26,581 
6,284 

271 

26,028 
6,547 

241 

,675 
158 

53" 

394 
? 

4,062 
539 

,620 
128 

547 
59 

382 
85 

4,360 
552 

126 

482 
54 

395 

t.758 
534 

,916 
38 

337 
37 

369 
9" 

5,303 
534 

1,977 
131 

654 
49 

521 

531 

2,012 
135 

431 
31 

364 
82 

6,072 
628 

2,044 
135 

455 
27 

415 
77 

6,307 
598 

1998 

87,557 94,219 
9,572 9,643 
1,329 1,406 

44,043 50,868 50,958 64,048 64,103 70,863 77,463 91,926 98,458 105,268 

27,331 32,511 
5,569 5,761 

68,739 79,742 
13.580 14,273 

1,722 1,735 

41,599 46,995 51,819 56,770 62,971 70,132 78,159 81,099 84,041 95,750 

5,680 9,364 
283 686 
85 13 

6,048 10,063 

4,958 6,085 
493 535 

17 15 

2,549 2,507 3,151 3,195 3,732 3,040 4,819 4,316 5,468 6,635 

CAPITAL 
Subscriptions (End of Year) 

Ordinary Capital 34,455 40,994 41,063 
Fund for Special Operations 8,458 8,702 8,704 
Other Funds 1,130 1,172 1,191 

Total 

BORROWINGS
1 

Outstanding (End of Year) 
Gross Annual Borrowings 

OPERATIONS 
Loans and Guarantees 

Authorized (Cumulative)
2 

Ordinary Capital
3 

Fund for Special Operations 
Other Funds 

Total 

Loans and Guarantees 
Authorized (Annual)

4 

Ordinary Capital
3 

Fund for Special Operations 
Other Funds 

Total 

Loan Disbursements (Annual)
4 

Ordinary Capital
3 

Fund for Special Operations 
Other Funds 

Total 

Loan Repayments (Annual)
4 

Ordinary Capital 935 1,069 1,440 1,504 1,788 2,099 2,852 2,287 2,244 1,946 
Fund for Special Operations 219 229 340 299 270 301 262 273 274 272 
Other Funds 68 77 108 70 43 35 38 36 40 29 

Total 1,222 1,375 

Loans Outstanding 
Ordinary Capital 15.281 17.728 19,260 
Fund for Special Operations 5,631 5,747 5,716 
Other Funds 534 489 432 

Total 

Nonreimbursable Technical 
Cooperation Authorized 
(Annual) 
Fund for Special Operations 44 48 99 41 87 77 90 87 88 64 
Other Funds 17 9 41 10 17 34 25 26 21 53 

Total 61 57 140 51 104 I I I 115 113 109 117 

FINANCIAL HIGHLIGHTS 
Income 

Loans 
Ordinary Capital 1,165 1,418 
Fund for Special Operations 103 126 

Investments 
Ordinary Capital 370 449 
Fund for Special Operations 73 74 

Net Income 
Ordinaiy Capital 221 341 
Fund for Special Operations

5 48 47 
Reserves (End of Period)

6
: 

Ordinary Capital 3,296 3,711 
Fund for Special Operations 546 539 

ADMINISTRATION 
Administrative Expenses 
Total - All Funds 186 206 222 257 275 295 333 334 348 341 

2,247 

27,301 32,635 
6,734 6,827 

209 189 

21,446 23,964 25,408 26,294 28,448 30,824 33,136 32,816 34,244 39,651 

2,085 
135 

520 
27 

393 
95 

6,867 
424 

Excludes net premiums or discounts. 
: Net of cancellations. Includes currency translation adjustments. 
- Net of Private Sector participations. 
; Based on original amounts in U.S. dollar equivalent. 

3 Income before Technical Cooperation expense and loan write-offs. 
r Includes accumulated translation adjustments. 

Includes loans totaling $1,71 1.8 million which were conditionally authorized 
under resolutions which did not enter into effect until January. 1992. 
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G U A Y A N A , VENEZUELA—Construction of the 2,160 MW Caruachi hydroelectric power planton 

the Caroní River is being financed with a $500 million IDB loan approved in 1993. 



LATIN AMERICA 
AND THE CARIBBEAN 

IN 1998 

Summary 

In 1998, the world economy suffered one of its most 
difficult and challenging years in several decades. 
The financial crisis that hit Asia in 1997 spread to 
Russia and destabilized financial markets in both the 
developed and developing world. Meanwhile, lower 
economic growth, especially in Asia, resulted in se
vere commodity price declines. For Latin America 
and the Caribbean, these external shocks reduced 
access to external financing at a time when export 
values faltered. As a result, international reserves 
declined, exchange rates came under pressure and 
domestic interest rates rose. To compound the 
region's difficulties, natural disasters struck many 
countries with unprecedented strength. El Niño de
livered a severe blow to Ecuador, Peru and other 
countries in the region, while Hurricanes Georges 
and Mitch devastated the Dominican Republic, 
Honduras, Nicaragua and severely damaged other 
countries in the final months of the year. 

Although policy responses to these external and 
natural shocks differed from country to country, a 
firm commitment to macroeconomic stability was an 
element in common. Fiscal and monetary policies 
were aimed at curtailing fiscal imbalances and pre
venting foreign exchange disequilibria. In spite of the 
steep decline in commodity prices, fiscal deficits went 
up by a mere 0.8 percent of G D P and major exchange 
rate depreciations were avoided. As a result, inflation 
remained under control at a median less than 10 per
cent, on a par with 1997. Although growth slowed in 
most countries, slipping from over 5 percent to 2.5 
percent for the region as a whole, only two countries 
experienced negative growth rates. More importantly, 
the fundamentals for future growth remained solidly 
in place; not only was macroeconomic stability pre
served, but a commitment to market reform was 
maintained, and even deepened, in the region. 

The International Context 

Globally, 1998 was a year characterized by plum
meting commodity prices and unprecedented finan
cial turmoil. Commodity price declines were largely 
the result of recessions in some Asian countries, par
ticularly Japan, Indonesia, Korea, Malaysia and 
Thailand. The case of oil prices was perhaps the 
most notable, falling 31 percent in 1998, after a de
cline of 5 percent in 1997. The price of copper 
dropped 20 percent in the last quarter of 1997 and 
another 10 percent in 1998. Sharp declines also oc
curred in sugar (31 percent), wheat (24 percent), and 
coffee (43 percent). 

The year began relatively calmly in the after
math of the Asian financial crisis, which had trig
gered considerable financial market volatility 
throughout the fourth quarter of 1997. However, 
conditions changed dramatically in August, when the 
Russian crisis peaked with the depreciation of the 
ruble, a default on domestic debt and the imposition 
of capital controls. Investors' confidence was shaken 
and massive liquidations of positions in emerging 
markets ensued, depressing the stock markets in de
veloped and emerging markets alike, including most 
of Latin America. Capital flows to emerging market 
economies, which had averaged $245 billion in 1996-
97 fell to $191 billion in 1998, a level similar to 1994-
95. Furthermore, the cost of such funds increased 
sharply. According to one widely used indicator, the 
spreads on emerging market debt issues rose from 
around 500 basis points at year-end 1997, to about 
1,200 in the last weeks of 1998. 

The tension in emerging markets eased signifi
cantly in the latter part of the year thanks to three 
main factors. First, monetary authorities in the ad
vanced economies, led by the U.S, reduced interest 
rates. Secondly, Japanese authorities proposed a 
credible reform package to cope with current diffi-



BOX I 

Assuring Liquidity 

The world financial crisis of 1998 can only be compared 
in magnitude and sweep to that of the 1930s. The crisis 
that had originated in Asia in mid-1997 spread to Russia 
in August 1998, with serious repercussions in the stock 
markets of the United States and most Latin American 
countries. Contagion ensued as important international 
investors in Russia faced a severe loss of capital forcing 
them to liquidate other emerging-market investments. 
But the fears that liquidity losses could spread even fur
ther were halted by timely decisions on several fronts. 

First, the U.S. Federal Resen/e announced three 
consecutive reductions in domestic interest rates, thus 
prompting an expansion of liquidity, which helped reverse 
the declines of the U.S. stock markets. This decision was 
later followed by several European countries, which cut 
interest rates in a coordinated fashion. 

Second, the Inter-American Development Bank, 
the International Monetary Fund, the World Bank, along 
with the members of the G-7, took swift action to pro

vide international liquidity to Brazil. A package for $41.5 
billion was put together to support several policy efforts 
in Brazil while strengthening its international reserve po
sition. 

Last but not least, countries took decisive steps to 
strengthen their lines of defense against international li
quidity shortages. Argentina expanded and improved ¡ts 
contingent repo program and Mexico assured access to 
a contingent line of credit. Common to these initiatives 
is the pre-commitment of international private investors 
to provide liquidity should the country need it to pre
vent runs against ¡ts financial system or the currency. 
Since the mere existence of these contingency facilities 
is intended to discourage such runs, they act as liquidity 
insurance, rather than as an actual source of credit. This 
and other means to guarantee access to international li
quidity can prevent fears of illiquidity from escalating into 
full-blown financial or foreign exchange crises. 

culties, mainly in the banking sector. The subse
quent strengthening of the yen reduced the per
ceived possibility of a further round of currency 
devaluation in Asia. Thirdly, the international com
munity was able to coordinate an important effort 
aimed at supporting fiscal adjustment in Brazil. 

Natural Disasters 

Natural disasters compounded difficulties for many 
countries in the region. Most notably, Hurricane 
Mitch left a trail of destruction in Central America, 
chiefly in Honduras and Nicaragua. Hurricane 
Georges ravaged the Dominican Republic and, over 
a more extended period of time, El Niño affected 
much of South America, especially the Andean 
countries. Apart from their heavy toll on human 
lives, these disasters destroyed physical infrastruc
ture and disrupted production in vast areas of these 
countries. 

Effects and Policy Response in Latin America 

These exogenous events represented a serious blow 
to Latin America, as falling export values combined 
with reduced access to external finance put pressure 
on international reserves, exchange rates and domes
tic interest rates. 

The main exports of the region, including oil, 
copper and coffee, suffered severe declines in their 
prices, causing the unit value of the region's exports 
to shrink by an estimated 5.2 percent. Worst hit 
were Venezuela and Ecuador, where the swing in 
the current account balance reached about 6 percent 
of GDP, largely due to the collapse in oil prices (and 
aggravated in the case of Ecuador by El Nino's im
pact on the production of other exportable goods). 
In Chile, export revenues declined an estimated 14 
percent, or nearly 3 percent of G D P , as a result of 
lower commodity prices, primarily for copper. 

Reduced access to external financing was re-
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Real G D P G r o w t h in Lat in A m e r i c a , 1990-98 
(In percent) 

1990 1991 1992 1993 1994 1995 1996 1997 19 

T A B L E I I . T H E E X T E R N A L E N V I R O N M E N T 
(In percent) 

Real GDP Growth 
Developed Economies 
Developing Economies 

Growth of Import Volume 
Developed Economies 
Developing Economies 

Short-term Interest Rates 
US Dollar 
Deutschemark 
Yen 

P r ima ry C o m m o d i t y Prices 
{% Change) 

Oil 
Food 
Beverages 
Metals 

1997 

3.1 
5.8 

9.0 
9.8 

5.2 
3.3 
0.3 

-5.4 
-10.8 
32.6 

3.0 

I998(p) 

2.0 
2.3 

4.5 
1.0 

5.1 
3.6 
0.3 

-31.1 
-12.0 
-14.2 
-14. 

Source: IMF. World Economic Outlook, October 1998. 

fleeted in both a decline in capital inflows and an 
increase in financing costs. Year-end estimates sug
gest that total inflows to the region amounted to $64 
billion in 1998, down from the $79 billion received 
in 1997. Presumably, most of this decline took place 
after August, when financial tension was severe in 
the region. An index of the yield on Latin Ameri
can debt issues in the Euro-markets doubled be
tween July and September from 456 basis points to 
900 basis points. Towards the end of the year, the 
average yield had fallen substantially, but was still 
above its initial level. 

As uncertainty in the external environment 
rose and fears of foreign exchange scarcity spread, 
pressure mounted on international reserves and ex
change rates throughout Latin America. Interna
tional reserves fell in the region by an estimated $19 
billion, a very significant change with respect to pre
vious years. Indeed, foreign exchange reserves had 
increased in 1996 and 1997 by $27 billion and $15 
billion, respectively. Several countries lost 10 per
cent or more of their end-1997 stock ol reserves, 
including Bolivia, Brazil, Chile, Colombia, Costa 
Rica, Ecuador and Venezuela. In the face of foreign 
exchange pressures, two countries (Colombia and 

Ecuador) depreciated the level of their exchange rate 
bands and several others experienced increased vola
tility in the foreign exchange market. 

External financial turbulence was also trans
mitted to the economies through domestic stock 
markets. At the peak of the turbulence, equity indi
ces (in $ terms) typically fell between 30 percent and 
50 percent. While a substantial portion of this im
pact was corrected in the following months, the 
stock markets remained below the levels prevailing 
at the end of 1997. 

Uncertainty and volatility pushed interest rates 
upwards. Indeed, in many countries interest rates 
were the most important channel by which external 
financial turbulence made itself apparent domesti
cally. By October, interest rates had practically 
doubled in several countries with respect to the lev
els observed in late 1997. This was clearly the case 
in Chile, Ecuador, Mexico, Peru and Venezuela. In 
Brazil, the country most affected by the turmoil, the 
gradual decline in interest rates that had taken place 
over several months was suddenly reversed by the 
Russian crisis, which hit in the midst of an election 
year and at a time when a large pool of domestic 
public debt was falling due. 
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Falling export values and higher interest rates 
impacted the fiscal situation throughout the region 
as revenues declined and debt service became more 
expensive. The best examples of these two trends 
were Venezuela and Brazil. Oil export revenue in 
Venezuela fell by an estimated 7 percent of G D P 
reflecting the price collapse, while interest payments 
on public debt in Brazil reached 8 percent of G D P , 
an amount roughly equal to the consolidated fiscal 
deficit. 

In an environment of reduced access to exter
nal and internal finance, governments throughout 
the region were forced to adopt restrictive fiscal 
policies in order to preserve macroeconomic stabil
ity. Fiscal austerity plans were put in place in sev
eral countries, most notably, but not exclusively, in 
Argentina, Brazil, Colombia, Costa Rica, Mexico 
and Venezuela. Consequently, the deterioration in 
the fiscal situation was slight, as the average deficit 
in the region went from 1.7 percent of G D P in 1997 
to an estimated 2.5 percent in 1998. 

Growth, Employment and Inflation 

Reduced exports, higher interest rates and restrained 
fiscal expenditures were the three major reasons be
hind a reduction in aggregate demand in 1998. 
Those countries hit by El Niño and Hurricane 
Mitch were additionally affected by aggregate sup
ply shocks. As a result, growth in the region decel
erated from 5.3 percent in 1997 to an estimated 2.5 
percent, with at least 18 IDB borrowing member 
countries posting lower growth rates. However, only 
two countries (Guyana and Jamaica) suffered nega
tive growth. In the third or fourth quarters of 1998, 
several other countries were reportedly in recession, 
most prominently Brazil, Colombia and Venezuela. 
Nevertheless, these contractions were offset by the 
results in previous quarters, thereby accounting for 
overall positive growth for the year. Moreover, the 
downward trend may not signal persistent decline 
in 1999, as several factors suggest a possible recov
ery sometime in the year. 

As growth diminished, some countries experi
enced increased unemployment. Year-end estimates 
point to substantial increases in the unemployment 
rates of Brazil, Colombia, Ecuador and Venezuela. 
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However, unemployment increases were not ob

served across the board. Argentina, for example, ex

perienced an additional, though slight, reduction in 
unemployment, returning to rates comparable to 
those prevailing before the "tequila crisis" of 1995

96. Currently, 8 percent of the Latin American la

bor force remains idle. 
The commitment to macroeconomic stability 

is apparent in the fact that inflation remained in 
check in the great majority of countries. Currently 
at an average of about 10 percent, the situation re

mained virtually unchanged with respect to 1997, 
in spite of severe macroeconomic disturbances. Nine 
countries achieved annual rates of 5 percent or less, 
while only two countries in the region, Ecuador and 
Venezuela, both oil exporters, exhibited inflation 
rates above 20 percent. 

Structural Reforms 

During the past decade, structural reform in Latin 
America and the Caribbean has proven to be ex

tremely resilient in moments of crisis. Furthermore, 
the response to crisis has often entailed a deepening 
of reforms in order to improve market functioning 

and modernize the state apparatus. There was no ex

ception to this pattern in 1998. 
First, the commitment to economic integra

tion with the rest of the world was maintained 
throughout the region. Except for minor adjust

ments, tariff codes were unchanged and the temp

tat ion to compensate for exchange shortages 
through import restrictions was avoided. In a simi

lar vein, no country pursued policies aimed at re

stricting capital outflows. 
Second, several countries increased their ef

forts to strengthen financial supervision and regula

tion in order to face mounting financial risks. In 
Colombia and Mexico, fresh resources were as

signed to the institutions in charge of protecting 
bank deposits. 

Third, profound tax reforms were presented to 
the legislatures in Argentina, Brazil, Colombia, Ecua

dor and Mexico. These were aimed not only at but

tressing the weakening fiscal situation, but also at sim

plification and the elimination of inefficiencies. 
Fourth, privatization continued, though at a 

more moderate pace than in previous years. The most 
significant transactions included the privatization of 
Telebrás in Brazil—the largest privatization so far in 
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Latin America, carried out through the sale of 12 dif
ferent operating companies—the sale of the Buenos 
Ares provincial electricity company, the concession of 
the main highway in Chile to the private sector and 
the successful complet ion of the program of 
privatization of the Mexican railway system. Although 
the international environment precluded other opera
tions during the second half of the year, several coun
tries were waiting for an improvement in financial 
conditions to resume their privatization programs. 

Lastly, in spite of political difficulties in some 
cases, labor and pension reforms have remained high 
on the agenda of several governments, including Ar
gentina, Bolivia, Brazil, Costa Rica and Venezuela. 
The common tenet of these reforms is to reduce dis
parities in the benefits received by different groups 
of workers under the existing regimes in order to 
improve both efficiency and equity. 

Outlook 

In 1998, the world economy experienced a severe 
test, one whose repercussions continue to be felt. 
The expected improvement in Asian performance 
will be offset by more moderate growth in the 
United States and, to a lesser extent, Europe. IMF 
estimates indicate that the U.S economy will slow 
down from a growth rate of 3.7 percent in 1998 to 
1.8 percent in 1999, while Japan will contract a fur
ther 0.5 percent. 

Against this background of slow growth, the 
expansionary stance of monetary policies and low in
terest rates in the developed world should prompt a 
recovery of capital flows to emerging markets. Dur
ing 1998, Latin America and the Caribbean re
mained an important market for foreign direct 
investment and equity purchases, accounting for 56 
percent of private capital inflows. Given the region's 
continuing commitment to free market policies and 
economic integration with the rest of the world, 
these sources of finance will most likely maintain 
their importance in 1999. Although all this augurs 
for a more benign financial environment for Latin 
America and the Caribbean, the possibility of new 
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T U N U Y A N , ARGENTINA—This 

small shoemaking business expanded 

its product line with the help of a 

$10,000 loan obtained through a na

tional credit program financed by a 

$45 million IDB loan. 

eruptions of instability cannot be dismissed. The 
possibility of sharp declines in the U.S. equity mar
kets remain on the horizon, and new instances of 
volatility may appear elsewhere. On the trade front, 
reduced world economic growth will also keep com
modity prices depressed, posing a major challenge 
to several countries of the region if macroeconomic 
stability is to be preserved. 

Continued fiscal and monetary prudence will 
certainly be key factors. Beyond these, however, re
cent developments suggest that liquidity is a very 
important consideration: liquid economies have 
been less prone to strong shifts in investor sentiment 
than illiquid ones. 



B R I D G E T O W N , BARBADOS—Student at the Hilda Skeen Primary School in Saint Phillip Parish. 

An $1 1.6 million IDB loan in 1992 financed construction and equipping of four schools. 



PARTI 

THE BANK IN 1998 

KEY AREAS 
Overview 

The Inter-American Development Bank responded 
quickly and effectively in 1998 to severe global eco
nomic challenges and catastrophic natural disasters 
with a record $10 billion in lending. Disbursements 
on approved loans also reached a record S6.6 billion. 

For the fifth consecutive year, the Bank re
mained the region's main source of multilateral credit, 
bolstering the Latin American and Caribbean econo
mies in their effort to alleviate poverty, build infra
structure and increase productivity, support the 
private sector and reform institutions. 

In order to mitigate the effect of the sudden re
versal of capital flows that threatened the progress of 
economic and social development in the region, the 
IDB Board of Governors authorized a one-year 
emergency lending program, parallel to the Bank's 
existing pipeline. The resolution gives the Bank the 
flexibility to approve lending outside of the key quan
titative guidelines of the Eighth General Increase in 
Resources—the 15 percent ceiling on policy based 
loans and the goal of directing 35 percent of total 
lending to the lesser developed countries. The terms 
and conditions for loans from the $9 billion emer
gency program are also different from the regular 
lending program (see Box 2). 

In 1998, the Bank approved two loans under the 
emergency lending program. A $2.5 billion loan was 
approved for Argentina to support sector adjustment 
and banking system safeguards and a $350 million 
loan was approved to support an electric sector re
form program in Colombia. 

During the year, natural disasters took a heavy 
toll in life and property and infrastructure works 
throughout the Americas. The El Niño weather phe
nomenon damaged key sectors, such as agriculture, 

transportation, watersheds and human health in Ar
gentina, Chile, Ecuador, Paraguay and Peru. The 
Bank responded rapidly, authorizing over $600 mil
lion in loans to these countries. Following the devas
tating Hurricanes Georges and Mitch, the Bank 
quickly approved disaster and reconstruction loans 
totaling $488 million for the Dominican Republic, 
Guatemala, Honduras and Nicaragua. (See Box 3) 

The concessional window of the Bank, the 
Fund for Special Operations (FSO), had projected 
sharp reductions in the already limited resources 
that enable the Bank to make low interest and 
longer maturity loans for the countries in the region 
that require such financing. In an historic decision, 
the regional borrowing countries agreed to the con
version over time of the equivalent of some $2.4 bil
lion in their own local currencies held by the Bank, 
to be used to sustain a convert ible currency 
concessional lending and technical cooperation pro
gram for the poorer countries and to help reduce the 
debt service burdens of Nicaragua and possibly 
Honduras under the Heavily Indebted Poor Coun
tries Initiative (HIPC). The nonborrowing coun
tries, for their part, undertook to make their best 
efforts both to accelerate payment of their flow of 
F S O convertible currency resources under the 
Eighth General Increase in Resources, and contrib
uting to a fund for the reconstruction of Central 
America, on a voluntary basis. 

Several important themes emerge from the 
lending program to illustrate the commitment of the 
Bank and its member countries to innovative ap
proaches to the work of development. For example, 
there is a growing decentralization trend in the re
gion with the result that decisions relating to Bank 
project activities are more and more often the respon
sibility of local authorities. 

A strong commitment by the Bank and bor
rowing countries to strengthen institutions at all lev-
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B O X 2 

Emergency Lending Program 

Although the world financial crisis in mid-1998 was cen

tered in Asia, Latin America and the Caribbean also suf

fered from ¡ts impact. In order to mitigate the effects of 

the crisis on the region, the Bank's Board of Governors 

endorsed a proposal to establish an emergency lending 

program in parallel to its regular lending program. Up to 

$9 billion in funds were allocated for emergency loans. 

The initiative allows the Bank, for a one-year period, to 

approve loans that exceed the traditional IDB limits for 

sector loans and for financing to the most developed 

countries of the region. 

In 1998, the Bank approved two financial emer

gency operations. The first, the Bank's largest loan to date, 

will finance a $2.5 billion program in Argentina for sec

to r adjustment and banking system safeguards. The pro

gram will strengthen the Central Bank's financial liquidity 

safeguard mechanism and help the government meet its 

external debt financing targets, thereby working to mini

mize volatility in the financial markets. The second op

eration will provide $350 million to support an electricity 

sector reform program in Colombia. This program will 

set up a Solidarity Fund to redistribute subsidies and rev

enues; assist the government in regulation and policy de

velopment; promote private participation in the sector; 

and help strengthen and restructure the sector and its 

institutions. 

The Bank seeks to accomplish several objectives 

through the emergency lending programs. It will sustain 

the economic reforms that have already been put into 

place, and support programs that protect the most vul

nerable segments of society from the shocks of the fi

nancial crisis. In addition, the emergency program will en

sure that the sudden scarcity of reasonably-priced capi

tal flows to the region does not impede the continuity 

of the social and institutional reforms that are already 

underway there. 

The Bank will use the emergency funds to support 

three specific types of programs, including those that 

maintain and strengthen the process of social, institutional 

and economic reform as reflected in the conditionality 

of comprehensive policy programs, facilitate access of 

small- and medium-sized enterprises to credit, and pro

tect investment expenditures for projects already being 

financed by the Bank. 

The emergency loans, all of which will be funded 

from the Bank's ordinary capital, will be disbursed in sig

nificantly shorter time frames than ordinary loans. The 

Bank expects to disburse the emergency loans in peri

ods not longer than I 8 months, as compared with the 

three to five-year time frame that is the norm for dis

bursement of regular policy-based loans. In the case of 

contingent loans, the funds will be disbursed at the dis

cretion of the borrower once precedent conditions have 

been met. 

The loans will have a five-year maturity, with a 

three-year grace period. Borrowers will be charged an 

annual interest rate equivalent to the six-month U.S. dol

lar LIBOR rate, reset semiannually, plus a loan spread of 

400 basis points. In addition, a I percent front-end fee 

will be payable on effectiveness of the loan, and a com

mitment fee of 0.75 percent will be charged on undis

bursed amounts, beginning 60 days after loan signing. 

els of government to improve the preparation and 
execution of Bank-financed projects goes hand in 
hand with decentralization. A loan to revamp the 
social security system in Venezuela, for example, in
cludes a large component to finance policy and in
stitutional reform of the agencies and departments 
involved. 

Consultation with beneficiaries, local groups 
and other NGOs continues to increase. Many Bank 

project teams and government agencies are reaching 
out to civil society in a dialogue that eventually works 
to strengthen the projects and enhance their devel
opment prospects. Consultation with local groups 
was the hallmark of a project to help finance a sus
tainable development project in the Darien region of 
Panama. During project preparation, 45 public meet
ings were held to agree on objectives and on the im
pact of the project on this unique region. 
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iolence. In 

The Bank and the Multilateral 
Investment Fund (MIF) provided 
support for small businesses, coops 
and credit unions in 1998. A M I F 
grant will create a venture capital fund 
for small Bolivian companies. In Co
lombia another M I F grant will 
strengthen the credit union system. A 
Small Project financing will help 
small coffee growers in Guatemala 
double their processing plant. In the 
Bahamas a MIF grant will strengthen 
the cooperative credit union system 
by enhancing the availability of finan
cial services for microenterprises. 

The Bank also financed its first 
operations aimed at promoting citizen 
security in 1998. A loan to Colombia 
will help diminish the levels of vio
lence and insecurity in several Colom
bian cities by strengthening actions 
that prevent, counteract and control 
factors associated with delinquency and 
Uruguay, a loan will help assure the safety of citizens 
by strengthening crime prevention, enforcement and 
rehabilitation centers. 

Information technology is rapidly becoming an 
important issue in development. The Bank approved 
the first of a new generation of investments in edu
cation that will introduce information technology 
into all primary and secondary schools in Barbados. 
A program in Brazil will support the modernization 
of national legislative action with the creation of a 
national communications network connecting mu
nicipal, state and federal offices to one another and 
to the communities they serve. Projects in other sec
tors are increasingly utilizing information technology, 
such as water and sewage programs that emphasize 
improved billing systems, updating registries of users 
and cadastral surveys. 

Critical support for projects that directly ben
efit the most vulnerable segments of the population 
was the centerpiece of Bank lending for the year. So
cial sector lending was aimed at making public spend
ing on social services more effective and efficient by 
introducing institutional and policy reforms. The 
Bank approved 49 projects totaling $3.3 billion, rep
resenting 53 percent and 33 percent, respectively, of 

GENERAL TRIAS, MEXICO—Dr. Roberto González exam

ines a child referred to a rural health clinic through a system of 

volunteer health promoters. The program is supported by a 

$500 million IDB loan to strengthen social services for the poor. 

the total number of operations and amount of re
sources approved. The Bank financed projects in edu
cation, health, social investment, water supply and 
sanitation, environment, urban development and mi
croenterprise. The Bank approved projects targeted 
at children and adolescents at risk as well as programs 
for improving opportunities for the social and eco
nomic development of women. 

In modernization of the state, the Bank ap
proved $1.3 billion, or 13 percent of total lending, 
for a variety of programs, including public sector re
form and decentralization, judicial and legislative re
forms, social security and financial sector reforms. 
In Venezuela, large loans were approved for fiscal 
and public sector reforms and comprehensive re
forms to that country's social security systems. The 
judicial reform program in Guatemala will promote 
greater access to justice for all citizens, including the 



12 

BOX 3 

Natural Disaster Relief Programs 

Natural disasters and climatic events caused huge losses 
of life, property and infrastructure in Latin America and 
the Caribbean during 1998. Early in the year, many coun
tries in the Americas had to deal with the social and eco
nomic disruptions associated with the El Niño 
phenomenon, which brought drought to some areas and 
severe flooding to others. In September and October, the 
Caribbean and Central American regions were devastated 
by Hurricanes Georges and Mitch. Those catastrophes left 
more than 12,000 people dead and 25,000 missing, unac
countable infrastructure and economic losses—in Hondu
ras and Nicaragua, amounting nearly to half of their annual 
GDP—and serious long-term damage to the environment. 

Response to El Niño 
El Niño began in 1997 and continued well into 1998, 
causing economic and social distress throughout the 
Americas that was then exacerbated by the damage 
caused by the hurricanes. The governments of Bolivia, 
Chile, Costa Rica, Ecuador, Panama and Peru declared 
states of emergency in affected areas. In Argentina, flood
ing forced 100,000 people to leave their homes and 
caused losses of more than $ I billion in farm output and 
$750 million in infrastructure damage. In neighboring 
Paraguay, a similar number of people lost their homes 
and belongings to the floods. Damaged roads, bridges 
and embankments will cost $40 million to repair. 

A $300 million loan approved in 1998 for Argen
tina will support efforts to repair public transportation, 
housing and infrastructure in six affected provinces. In 
Paraguay, a $35 million loan will help rebuild roads, drain
age and flood protection works, repair bridges and pub
lic buildings, and outfit shelters. Both programs have 
components to develop better emergency response and 
prevention systems. The Bank also extended loans in 
1997 totaling $220 million to help Ecuador and Peru re
cover from El Niño-related damage. 

Hurricane Disaster Relief 
After Hurricanes George and Mitch devastated Central 
America and the Caribbean, the Bank immediately sent 
missions to assess the damage, mobilizing all resources 
at its disposal to assist reconstruction efforts and getting 
to work on preparing emergency loans. 

at» 

In December, the Bank established and hosted the 
first meeting of an emergency Consultative Group for the 
Reconstruction and Transformation of Central America, 
which was joined by over 50 international donors and mul
tilateral agencies. Consultative Group members pledged 
an unprecedented $6.3 billion in coordinated emergency 
aid, long-term concessional financing and debt relief for 
the Central American countries hit by Hurricane Mitch. 

The IDB expects to provide about $3 billion in financ
ing and debt relief over the next five years to Central Ameri
can countries devastated by Hurricane Mitch. Bank financing 
will be used to rebuild infrastructure, revitalize social capital, 
and strengthen local capacity to prevent and mitigate future 
natural disasters. The funds will not only finance reconstruc-
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t ion efforts, but also key programs to modernize their 

public sectors, improve the quality of services such as 

health and education, and protect the environment. The 

Bank is also providing for flexibility in the use of funds 

from previously approved loans in order to attend to 

the reconstruction needs of Honduras, Nicaragua, Gua

temala, El Salvador, Haiti and the Dominican Republic. 

In 1998, the Bank approved $482,9 million in the 

form of I 0 loans and project preparation facility opera

tions, plus an additional $4.8 million in the form of 19 

technical cooperation operations, to help the affected 

countries recover from the hurricanes. In addition, the 

Bank redirected some $310 million in previously ap

proved loans to the Central American reconstruction and 

TEGUCIGALPA, HONDURAS—Scenes of devastation 

and recovery in the aftermath of Hurricane Mitch, which tore 

through Central America In late October and early Novem

ber. Emergency relief programs financed by the Bank are 

helping people rebuild following one of the worst natural di

sasters to ever hit the region. 

transformation efforts, bringing the total IDB contribu

tion to hurricane relief and recovery programs for the 

year to almost $800 million. Also, the MIF in 1998 ap

proved a $ I 2.5 million financing to establish a Regional 

Recovery Fund for Microenterprise to provide long-term, 

low- interest financing and technical assistance t o 

microlending institutions in the Central American coun

tries devastated by Hurricane Mitch. 

IDB loans approved in 1998 included two natural 

disaster emergency programs ($40 million for Guatemala 

and $105 million for the Dominican Republic). Six pro

grams were approved to provide additional support for 

reconstruction in Central America. These included $48.6 

million for hospital modernization in Nicaragua; $63 mil

lion for reconstruction and municipal development in San 

Pedro Sula and Tegucigalpa, Honduras; $45.2 million for 

supporting poor families and $50 million for the Social 

Investment Fund in Honduras; and $33 million for agri

culture reconversion and $90 million for the Social In

vestment Fund in Guatemala. 

A regional technical cooperation will also be car

ried out for disaster mitigation in Central America in par

allel wi th other technical cooperations in Nicaragua, 

Honduras, Guatemala and El Salvador. The objective is 

to enhance the technical capabilities of regional and na

tional institutions for emergency response and preven

t ion, and t o establish a regional network to share 

technical information and best practices. 
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country's large indigenous populations by means of 
multilingual interpretation and translation of docu
ments. 

In the infrastructure sectors of energy, trans
portation and communications, the Bank approved 
16 projects for $1.6 billion or 16 percent of total 
lending. Of the nine energy operations, five involved 
direct loans to the private sector, demonstrating the 
growing importance of private investors in the 
region's energy sector. One loan will help finance 
the regional Latin American Mezzanine Finance 
Fund, a private infrastructure investment fund. 
Bank financing will also support the modernization 
and competitiveness of Correo Argentino, S.A., the 
world's first fully-privatized national postal admin
istration. 

In the productive sectors, the Bank approved 
$1.2 billion or 10 percent, for eight operations to fi
nance agricultural projects, three multisector credit 
programs to support the development and modern
ization of small and medium-size private productive 
enterprises and a science and technology program. 

The Bank's lending and guarantee program di
rectly to the private sector without government guar
antee for private infrastructure projects reached a 
record $576 million compared to $320 million in 
1997. A record level of syndicated loans—parallel fi
nance by commercial institutions— registered $783 
million. The Bank broke new ground in supporting 
private sector development by approving its first pri
vate sector loan in communications and its first pri
vate sector operations in two of the lesser developed 
countries in the region—Bolivia and Nicaragua. 

The Bank approved $105.8 million for 407 
nonreimbursable technical cooperation operations 
during the year. National technical cooperation ac
counted for $81.6 million and regional technical co
operat ion totaled $24.2 million. Technica l 
cooperation provides the resources and expertise nec
essary to carry out studies, support project design and 
preparation and strengthen local institutional and 
management capabilities. 

The annual assessment of portfolio manage
ment for 1997 concluded that 88 percent of the 423 
major projects in execution at that time were expected 
to achieve their developmental objectives while 12 
percent (53 projects) were judged unlikely to achieve 
their goals unless corrective actions were taken. Prob

lems had been resolved in more than halt of those 
projects by year-end 1998 and action plans for the 
remainder had been developed. 

In the financial area, all loans in the ordinary 
capital account and the Fund for Special Operations 
were fully performing during the year. The Bank 
again received a AAA credit rating by the major 
credit rating agencies, as has been the case since its 
establishment, because of the strengh of its share
holder support and its financial ratios and the pru
dence of its policies. Borrowing in the world's capital 
markets totaled a record amount of $5.8 billion. Dur
ing the year the Board of Executive Directors ap
proved a new asset and liability management policy, 
whose implementation is increasing the level and de
creasing the volatility of net investment income. 

The Bank chaired two new consultative groups 
in 1998—the Consultative Group for the Recon
struction and Transformation of Central America, 
which pledged $6.3 billion, half of that amount from 
the IDB, for financial assistance to countries devas
tated by Hurricane Mitch; and the Consultative 
Group in Support of the Fight Against Drugs in 
Peru, which pledged $277 million to help Peru in its 
fight against drug production and trafficking. The 
Bank also chairs the consultative groups that promote 
financial assistance to Guatemala and Nicaragua. 

The Multilateral Investment Fund (MIF), an 
autonomous fund administered by the Bank, ap
proved financing for 65 projects and a Line of Credit 
Activity for Microfinance Management for Central 
America for a total of $137 million. Most of the re
sources consist of grants to support growth of the pri
vate sector in the region, including microenterprise. 

The Inter-American Investment Corporation 
(IIC), an autonomous affiliate of the IDB, promotes 
the establishment, expansion and modernization of 
small and medium-size enterprises in the region. In 
1998, the IIC approved transactions in 14 countries, 
plus four regional operations, for a total of $223 mil
lion. 

Poverty Reduction and Social Equity 

A study of recent trends in the region suggests that 
the incidence of poverty fell in most countries be
tween the late 1980s and the mid-1990s. Nonethe
less, approximately 150 million people in Latin 



LATIN AMERICA AND THE CARIBBEAN IN 1998 15 

America and the Caribbean, or one out of every three 
people, are currently living on incomes equivalent to 
less than $2 a day. 

The principal factors accounting for the mod
erate progress in the fight against poverty in the early 
1990s may be seriously threatened by recent events. 
The precarious state of world financial markets and 
the natural disasters that have shaken Latin America 
and the Caribbean during 1997 and 1998 are likely 
to have particularly harmful effects on the region's 
low-income groups. 

The IDB is strongly committed to making a 
maximum effort to help reduce poverty in the region. 
In 1998, the Bank approved $2,927 million for pov
erty reduction and social equity projects, represent
ing almost 30 percent of the year's lending, the 
highest level ever achieved by the institution. Pov
erty reduction lending also accounted for 43 percent 
of the total number of projects approved by the Bank. 
Total lending to the social sectors, including poverty 
reduction, reached $3.3 billion or 33 percent of total 
lending. 

The Bank also continued during the year to 
place special emphasis on the design and evaluation 
of projects that directly benefit the most vulnerable 
population groups. Moreover, the Bank focused on 
making social spending more effective and efficient 
by introducing institutional and policy reforms. 

S A N M I G U E L G U L F , D A R I E N , 

PANAMA—IDB official Anne Deruyttere 

(left) leads a team of anthropologists headed 

for a meeting such as the one pictured be

low with communities involved in a sustain

able development program financed by a 

$70.4 million Bank loan in 1998. The pro

gram will finance social programs, road re

pairs, land use regulation and titling. 

Examples of Bank projects that benefited low-
income groups include the following: 

• In Argentina, a $20 million program to sup
port at-risk children and adolescents was approved. 
The program included a geographic and beneficiary 
targeting methodology that incorporated feedback by 
potential beneficiaries. 

• In Bolivia, a $35 million program of inte
grated support to small enterprises was approved. The 
objective is to strengthen small and microenterprises 
in order to enhance income-earning opportunities for 
low-income groups. 

• In Peru, a $46 million loan will finance com
prehensive daycare services for small children from 
impoverished families. 

• In Honduras, a $45 million loan for the Hon
duras Family Allowances Program, which provides fi
nancing for targeted cash allowances to low-income 
households aimed at spurring demand for human 
capital accumulation among the poorest of the poor, 
was approved. 

• In Panama, the $70 million Darien Sustain
able Development Program represents a concerted 
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Bank-supported effort to attack poverty in an inte
grated manner in Panama's poorest region. Project 
activities include support for land titling and environ
mental protection, productive activities, infrastructure 
investments, capacity building for local governments, 
and improvements in the delivery of basic services. 
Throughout the project preparation period, careful 
attention was given to the design of the appropriate 
(and heterogeneous) targeting mechanisms necessary 
to ensure access for the diverse cultural groups that 
live in the region. 

• In Mexico, a $310 million national program 
to support modernization of the water and sanitation 
sector in marginal rural areas and to increase service 
coverage in areas populated by low-income groups 
was approved. The program emphasizes social par
ticipation by establishing community organizations 
and encouraging the participation of women in local 
planning and decisionmaking. 

• In Guyana, the Urban Development Pro
gram aims to create stronger and more effective local 
governments that can better provide services to low-
income groups. The $20 million loan finances the re
habilitation of infrastructure in Guyana's six urban 
centers, as well as actions to build municipal capacity 
and revenues, build effective ties between central and 
local governments, and promote more effective com
munication between the town councils and the citi
zens they serve. 

• In Venezuela, a $60 million component of a 
larger fiscal adjustment program will protect social 
safety net programs. The program protects low-in
come groups from bearing the costs of fiscal adjust
ment through measures to guarantee that adequate 
spending levels (as a percentage of the national bud
get) are maintained for targeted safety net programs 
in 1998 and 1999. 

The Board of Executive Directors also approved 
sector strategies and operational policies during the 
year that will support future Bank efforts to reduce 
poverty: 

• Rural Poverty Reduction Strategy. Poverty 
in the region is principally a rural phenomenon. Over 
60 percent of the poor in Mexico, Central America 
and the Andean countries live in rural areas. Rural 
poverty is also more extreme than urban poverty. This 
strategy emphasizes the need to develop national ru

ral poverty reduction strategies, and calls for activi
ties that stimulate participation of beneficiaries. The 
strategy also underscores the importance of provid
ing access to land and credit for farmers with pro
ductive potential, and nonagricultural employment in 
rural microenterprises for other rural residents. 

• Social Investment Funds to Combat Pov
erty. The IDB has supported Social Investment 
Funds since they were first introduced, supplying 
about half of all the external financing for the region's 
Funds. Social Investment Funds make targeted in
vestments in school and health post construction, 
electrification and small water and sewage projects in 
poverty-stricken areas. These projects employ the 
poor while they are being built and improve their 
welfare when they begin operations. Between 1989 
and 1998, the IDB provided $1.6 billion for Social 
Investment Funds in 16 countries. This strategy pro
vides a foundation for the Bank's future work with 
the Funds, which are no longer viewed as "tempo
rary" solutions to poverty, by underscoring the im
portance of enhancing their role and sustainability in 
addressing the longer-term issues of helping the poor 
overcome the lack of human, social and physical capi
tal. The strategy highlights the impact of this shift 
from a rationale of short-run employment creation 
to long-term improvements in living conditions, 
while emphasizing that Funds must focus more at
tention on measuring the impact of their projects. 

• A Policy on Involuntary Resettlement that 
applies to specific investment projects as well as to 
global multiple works and sector operations was also 
approved. It requires the early identification of po
tential resettlement impacts, timely preparation of re
settlement plans, housing as well as economic 
rehabilitation measures, and careful supervision and 
monitoring in order to avoid the impoverishment of 
affected populations. 

The Eighth Replenishment, in addition to pro
viding strong support for poverty reduction, also 
mandated that the Bank continue to provide support 
for microenterprise development, women, and indig
enous groups. 

In microenterprise, the Bank approved three 
national-level global micro and small enterprise pro
grams in Bolivia, Peru and Brazil totaling $215 mil
lion. These programs will provide credit through 
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SAN SALVADOR, EL S A L V A D O R — Epifania Hernández 

took out a small loan to expand her small business in the capital's 

central market. The lender was Financiera Calpiá, a microfinance 

institution supported in part by an $800,000 equity investment 

by the Multilateral Investment Fund. 

banking institutions, training and technical assistance 
to micro and small enterprises. They will also sup
port policy and regulatory reforms designed to im
prove the conditions for development of these 
businesses. The Bank also approved $10.1 million for 
21 Small Projects and parallel technical cooperation 
programs to promote microenterprise development. 

Also in 1998, the Board of Executive Directors 
approved a new policy creating a Social Entrepre
neurship Program (SEP) to update and expand the 
Small Projects Program. This policy aims to unify 
social benefits with innovation and business-like per
formance, thus fulfilling the program's goal of pro
moting social equity and poverty reduction in an 
effective and sustainable manner. Through the Mul
tilateral Investment Fund (MIF), the Bank approved 
10 microenterprise projects for $16.3 million, includ

ing $8.9 million in equity and quasi-equity invest
ments and associated technical assistance. The M I F 
also approved the creation of a Microenterprise Line 
of Activity, which will finance up to $10 million in 
technical assistance aimed at strengthening the ca
pacity of microfinance institutions. With MIF sup
port, the Bank also began execution of a $12.5 million 
Emergency Recoveiy Program for Microenterprise in 
Central America, a series of measures addressing the 
financial losses of both microlending institutions and 
microentrepreneurs in the wake of Hurricane Mitch. 

In Women in Development (WID), Bank ini
tiatives in 1998 included the following: 

• A $3.7 million grant financing for the Re
gional Program for the Support of Women's Lead
ership and Representation ( P R O L E A D ) . The 
program makes resources available to organizations 
that support and promote the participation of women 
in public and civil life. Selected organizations that 
demonstrate potential in advancing women's leader
ship and citizen participation also receive technical 
assistance to strengthen their institutional capability. 
PROLEAD operates with a Council that includes 
distinguished women leaders from Latin America 
and the Caribbean. The Council provides strategic 
guidance and supports the program's fundraising ef
forts. Implementation began by year-end, including 
the creation of the Council and appointment of a 
three member team to implement the activities. In 
addition, a call for proposals was issued which gener
ated a tremendous amount of interest in the region. 
Over 300 proposals were submitted; and 40 were se
lected for funding. 

• The Economic Participation of Women 
Support Project in Colombia, which aims to improve 
opportunities and reduce barriers to women's eco
nomic participation. This $6.5 million technical co
operation loan will support women in the labor 
market by providing early vocational guidance coun
seling for high school students and strengthening ser
vices to women at job placement centers. It will 
support women in business through an integrated 
program of services including business moderniza
tion, job retraining and women's leadership. In addi
tion, the program will produce information and 
analysis on women in the labor market and make it 
available to policymakers. A preinvestment fund pro-
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Human Resource Development 

Supporting training, education and human resource de
velopment is key to ensuring continued growth in the 
region's private sector, increasing competitiveness in the 
global trade environment, and accelerating the pace of 
economic and social advances in the region. This con
cept was reinforced by heads of state from the region at 
the Summit of the Americas held in Santiago, Chile in 
April 1998. 

Following the summit, the IDB developed a series 
of initiatives to support educational reform on a regional 
level. Initiatives currently being implemented include an 
international network of virtual schools, a regional intern
ship and exchange program for educators, regional com
parative performance testing, and research on education 
reform. In addition, the Bank is reviewing ¡ts own capac
ity to expand lending activities in education, training and 
human resource development, as well as designing new 
financial products best suited to the evolving needs of 
the education sector in the region. 

Although it has a long history of providing financial 
support for traditional education projects, the IDB Group 
has substantially widened the scope of its support for 
human resource development, education and training in 
recent years. Its Inter-American Institute for Social De
velopment (INDES) trains public sector managers in the 
fields of social policy development and social program 
design and management. The Multilateral Investment 
Fund's Human Resource Facility is dedicated to building 
the skills and capabilities of the region's workforce. 

In 1998, INDES conducted 30 training programs 
attended by 1,255 participants. At headquarters, the In
stitute conducted six programs in social management. In 
addition, INDES carried out 19 regional and country-spe
cific social management training programs in Barbados, 
Jamaica, Argentina, Paraguay, Venezuela and Nicaragua. 

INDES also conducted training programs targeted 
to key sectors of civil society in order to improve their 
participation in the policymaking and social management 
process. Four courses were organized for journalists from 
around the region, as well as two seminars for young 
leaders of civil society organizations and heads of non
governmental organizations. In addition to its training ac
tivities, INDES also produced educational and library 
materials for use in its training and human resource de
velopment programs. 

The Multilateral Development Fund approved 10 
projects totaling $24 million under ¡ts human resource de
velopment program in 1998. These programs aim to both 
expand private sector development in the region and at
tract foreign investment. MIF projects approved in 1998 
will reform and improve the labor market in Central 
America; strengthen industry-specific skills, standards and 
certification programs in Brazil, Peru and the Caribbean; 
and implement innovative training practices in Argentina 
for young people and workers employed in small and 
medium enterprises. Private sector initiatives to upgrade 
work-based continuous training and education were an
other key area that received MIF support during the year. 

Also in 1998, the IDB approved $293,5 million in 
loans for five education projects in Barbados, Ecuador, El 
Salvador and Haiti. The Education Sector Enhancement 
Program in Barbados will use IDB funds to introduce in
formation technology into the country's primary and sec
ondary schools to create a learning environment with 
teaching materials and methods that reflect the shifts tak
ing place in the Barbadian economy. In Ecuador, IDB fi
nancing will help the rural schools network program put 
into place a new school administration system to make 
rural schools more autonomous and increase commu
nity and parental participation. 
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vides funds for feasibility studies for activities with 
potential to improve the economic participation of 
women. Impact evaluation and the identification of 
lessons learned are essential components of this pro
gram. 

• The Adolescent Reproductive Health Edu
cation Project in the Bahamas, a $1.2 million techni
cal cooperation which is the second IDB operation 
to directly address the issues of unintended adoles
cent pregnancy and sexually transmitted diseases. The 
program is preventive in nature and includes a strong 
reproductive health information, education and com
munications component. The program's educational 
and training activities are designed to complement 
and expand the scope of the country's health care ser
vices and ongoing governmental and nongovernmen
tal programs geared to adolescents. It is estimated 
that approximately 1,150 individuals will benefit di
rectly from these activities, the majority of whom will 
be in positions to teach, counsel, mentor or provide 
health care to school age youth. The program spe
cifically targets adolescent boys and girls, youth lead
ers, and the adults who play influential roles in their 
lives, including parents, teachers, counselors, religious 
leaders, primary care nurses, and male role models 
working in youth programs. 

• The Colombia Citizen Security project is a 
$57 million financing designed to reduce violence. 
The program includes important actions to reduce 
domestic violence in the country's largest cities and 
to improve the quality of services for abused women 
and children. Municipal Family Assistance Centers 
will be strengthened so that they can engage both in 
prevention and treatment activities for domestic vio
lence. 

The Indigenous Peoples' Fund received a strong 
vote of confidence during the year when the Board 
of Executive Directors authorized the Bank to ad
minister an endowment fund that will generate re
sources to finance the Fund's core activities. This will 
provide the Fund with long- te rm financial 
sustainability and autonomy. To date, some $45 mil
lion in commitments have been received, and the first 
contributions from four countries have been depos
ited into the account. A second regional technical 
cooperation for $1.1 million was approved to bridge 
the gap between the Bank's earlier technical coop

eration resources and the generation of sufficient in
come from the endowment fund. 

Several projects or project components were 
approved during the year that directly targeted in
digenous groups. Examples include specific compo
nents to protect the land rights of indigenous groups 
and mitigate the impacts of development caused by 
the Southern Highway Project in Belize. An inno
vative program to promote sustainable development 
of the Darien Regions in Panama includes measures 
to protect the environment and promote the socio-
cultural development of diverse ethnic groups. The 
program is based on an innovative and comprehen
sive methodology of communi ty consultat ion 
throughout the design of the project. Forty-five 
consultative meetings at the community and local 
level were held. Components included in other 
projects helped to improve the access of indigenous 
groups to health seminars in Bolivia; to education 
in Ecuador; and to judicial reform programs in 
Panama and Guatemala. 

Youth development and participation is a key 
factor for successful poverty alleviation, directly af
fecting the region's security, environment and eco
nomic and social development. The marginality of a 
large number of young people who are outside for
mal educational programs or labor markets represents 
a serious social challenge. Recognizing that young 
people have a decisive role to play in building a re
gion of stable democracies, sustainable economies and 
equitable societies, the Bank established a Youth De
velopment and Outreach Program, called "Pulso 
Joven, " to respond more effectively to the needs of 
young people in the region and to promote their di
rect participation in the development process. 

The program manages and supports a regional 
network of IDB youth delegates by providing grants 
for youth-driven social and economic projects or ini
tiatives that promote youth leadership and participa
tion. During 1998, the program helped to establish 
the Youth Development Fund in Trinidad and To
bago, which is managed by the IDB's Country Of
fice. The fund will provide financial resources to 
youth-led or youth-serving organizations in areas 
such as community and economic development. 
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Modernization of the State 

The Bank provided significant support 
in 1998 for modernization of the state 
and the strengthening of civil society 
throughout the region. Operations 
were concentrated in reforms in the so
cial sector, the judiciary, and the public 
sector, particularly in such areas as fis
cal management and decentralization 
in provincial and municipal govern
ments. Operations were also approved 
for legislative reform and citizen secu
rity. The Bank continued its efforts to 
promote the formulation of strategies 
and approaches that strengthen civil 
society. In all, the Bank approved 20 
modernization of the state operations 
totaling $1.3 billion. 

In judicial reform, three loans 
were approved totaling $54.4 million, 
including projects to improve the ad
ministration of justice in Panama, 
modernize the justice system in Argen
tina, and support judicial reform in 
Guatemala. 

The Guatemala project illustrates 
the Bank's overarching goals in pro
moting judicial reform in the region by 
balancing institutional considerations 
with the public's demands for a fairer, 
more accessible system. The project's 
first component is to improve access to 
justice for the general population of Guatemala, par
ticularly with respect to indigenous communities, 
communities suffering greater distress from the 
armed conflict, or particularly remote areas. The 
project will finance construction of justice adminis
tration centers as well as increase the presence of jus
tices of the peace in the interior of the country. The 
second component, that of institutional strengthen
ing, will provide managerial, administrative and tech
nical support to the various offices and units within 
the judicial branch, including the Ministry of the In
terior, various planning units , and the Public 
Defender's and Prosecutor's offices. 

Public sector reform supported ongoing efforts 
by governments to administer public resources more 

SALVADOR, BRAZIL—A state tax inspector checks that 

value-added taxes have been paid on a truck shipment. The in

spection is part of a fiscal modernization program in 26 states 

supported by a $500 million IDB loan. 

effectively by overhauling or modifying their institu
tions. Increasingly, these efforts are aimed at promot
ing a professionalized civil service as an intrinsic part 
of enabling governmental institutions to meet eco
nomic and social objectives for development. Stream
lined government was also the goal of provincial and 
municipal governments that sought financing for 
public administration reform during the year. The 
Bank approved 13 public administration reform 
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projects totaling $864 million. These programs dealt 
with reforms in financial administration, fiscal man
agement and civil service reform. Several projects spe
cifically concentrated on financial administration, 
including those in the Dominican Republic, Peru and 
Venezuela, and financing was approved for a large tax 
project in Honduras. Smaller operations dealt with 
decentralization, customs administration, the regis
try system and the infrastructure of private invest
ment. 

The City of Buenos Aires project represents a 
new chapter in reforming provincial and municipal 
governments in that its goal is to enhance transpar
ency and efficiency in city government. The project 
has two components: the modernization subprogram 
and the investment plan support subprogram. The 
modernization subprogram includes the implemen
tation of reforms and institutional strengthening in 
financial and tax administration, human resource 
management, procurement and contracting systems, 
and the investment system, as well as support for the 
city's legislative body. The program will modify the 
city's personnel system in order to incorporate crite
ria such as merit, flexibility and productivity. It will 
also create a human resources information system and 
support general improvement of the management 
systems. Institutional support will be provided to the 
city council by establishing an administrative infra
structure for the new political body as well as to the 
city's Office of the Auditor General. 

In legislative reform, the Bank supported a 
project in Brazil to improve the functioning of the 
federal, state and municipal legislative branches of 
government. It is a promising symbiosis between in
frastructure and information improvements and the 
opportunity to make legislatures at all levels more 
open and receptive to the public. The goal is to in
crease the flow of information between legislators at 
the various levels of government, improve the effi
ciency of legislatures through access to greater 
amounts of information on legislation, public opin
ion, civil society and jurisprudence, and contribute to 
greater public participation and representation in the 
legislative process. The program also supports the 
development of new technical services to the legisla
tures and provides technological infrastructure and 
training for the operation of the inter-legislative net
work. 

The Bank financed its first program aimed at 
promoting citizen security in 1998. The project is de
signed to help diminish the levels of violence and in
security in several Colombian cities by strengthening 
actions that prevent, counteract and control factors 
associated with delinquency and violence. At the na
tional level, it supports initiatives such as promoting 
a reliable system of information covering delinquency 
and violence, updating the judicial framework, fi
nancing citizen education programs and supporting 
the police and community outreach. The design of a 
national strategy of communication and violence pre
vention is another project objective. At the munici
pal level, the project will finance programs proposed 
by the municipalities themselves or in collaboration 
with the private sector and civil society organizations. 
These would include programs for minors and at-risk 
youngsters, strengthening municipal justice and law 
enforcement institutions, and creating "houses of jus
tice," which are specialized centers in poverty-stricken 
areas designed to provide assistance to crime victims 
and other citizens. It is expected that joint actions will 
be coordinated through the houses of justice by legal 
aid, public prosecutors' and public defenders' offices. 
This subprogram will also finance citizen education 
initiatives at the local level and promote civil society 
participation. 

Besides projects, the Bank also supported other 
activities designed to build consensus for moderniza
tion of the state and the strengthening of civil soci
ety. These included a workshop in Washington on 
IDB experiences in judicial reform in the region; a 
conference of Spanish, Portuguese and Latin Ameri
can N G O s and civil society organizations held in 
Buenos Aires; five parliamentary training sessions in 
Central America; a seminar on parliamentary ethics 
held in the Dominican Republic; and a workshop on 
building partnerships between government, the pri
vate sector and civil society, held in Washington. 

Economic Integration 

The Latin American and Caribbean countries con
tinued to expand regional trading arrangements in 
1998, while also seeking closer links with their 
nonregional partners. The year saw the official 
launching of negotiations among 34 countries in the 
hemisphere to create a Free Trade Area of the Ameri-
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cas (FTAA); the signing of a framework agreement 
between the Andean Community and MERCOSUR 
to negotiate a free trade area between the two blocs 
by the year 2000; new free trade agreements signed 
by the Dominican Republic with the Central Ameri
can Common Market (CACM) and with the Carib
bean Community (Caricom); entry into force of a free 
trade agreement between Mexico and Nicaragua; up
grading of an existing agreement between Mexico 
and Chile; and the start of free trade negotiations be
tween Mexico and the European Union (EU). The 
subregions, moreover, took steps to overcome re
maining obstacles to their intra-bloc trade, pursue 
further institutional reforms, and implement previ
ously agreed commitments to deepen their subre
gional integration schemes. 

The countries have continued to pursue regional 
integration as part of a broader trade liberalization 
strategy that also includes initiatives at the unilateral 
and multilateral levels. The strategy of "open region
alism," a key element of the structural reform pro
grams implemented throughout the region over the 
past decade, allows countries to exploit the advantages 
of geography and position themselves more competi
tively in world markets. It has also contributed to a 
significant increase in trade throughout the region in 
recent years. Between 1990 and 1997, the region's ex
ports expanded by 10 percent a year on average, 
reaching some $275 billion in 1997. Throughout the 
1990s, intraregional exports have grown faster than 
nonregional exports, both for the region as a whole 
and for each of the subregional groups. As a result, 
the share of intraregional exports in Latin America's 
total exports has continued to increase, reaching al
most 20 percent in 1997—a clear reflection of grow
ing economic linkages in the region. 

Throughout 1998, the region made important 
advances in the process of regional integration and 
trade liberalization. The presidents of the Andean 
Community adopted the Guayaquil Act, establish
ing guidelines for deeper integration and a timetable 
for moving the customs union towards a common 
market by the year 2005. Future negotiations are set 
to cover the free trade of goods and services, free 
movement of factors of production, community and 
frontier development, integration of capital and fi
nancial markets, and macroeconomic and foreign 
policy coordination. A comprehensive institutional 

reform process, underway since 1996, has revitalized 
the Community's long-established integration pro
cess. Peru's official reincorporation in 1997 has 
further strengthened that process. Enhanced coop
eration among member countries has also been im
proved by the peace agreement between Ecuador and 
Peru ending their longstanding border disputes. Fi
nally, a framework agreement was signed with MER
COSUR to negotiate a free trade area by 2000. 

The Caribbean Community made important 
advances in trade policy and institutional reform. 
Caricom members are now in the final phase of 
implementing a new and simpler common external 
tariff (CET) structure and reducing external tariffs. 
Other reforms include a series of protocols revising 
the founding Treaty of Chaguaramas. Following 
implementation of institutional reforms adopted in 
1997 (Protocol I), service sector liberalization (Pro
tocol II) entered provisionally into force in July 1998, 
following a Caricom Summit at which leaders also 
signed new protocols on industrial and agricultural 
policy. Scheduled for completion in 1999 are proto
cols on trade policy, disadvantaged countries, regions 
and sectors, transportation policy, competition policy, 
dispute settlement, and establishment of a supreme 
Caribbean Court of Justice. In 1998, Caricom also 
signed a free trade agreement with the Dominican 
Republic, initiated free trade talks with CACM, up
graded its 1994 special trade accord with Colombia, 
and continued reviewing Haiti's membership. Sig
nificantly, the Community also initiated negotiations 
with the EU for a post-Lomé trade and cooperation 
arrangement. 

Members of the Central American Common 
Market undertook negotiations to perfect their com
mon market in 1998. This has resulted in reducing 
the list of exceptions to intraregional trade, which is 
now limited to coffee, sugar, ethyl alcohol, wheat 
flower and petroleum products. All other goods of 
Cent ra l Amer ican origin are free of duties 
intraregionally. Regional trade regulations are simul
taneously being adjusted to the W T O commitments 
undertaken by each Central American country in the 
recent multilateral trade negotiations. Regulations on 
rules of origin, unfair trade practices and safeguard 
measures have thus been approved and are now in 
force. Negotiations between the Northern Triangle 
(El Salvador, Guatemala and Honduras) and Mexico 
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EL A L T O , BOLIVIA—Vendors in 

El Alto's bustling street market are 

among some 25,000 borrowers from 

Caja Los Andes, a microcredit insti

tution. A $400,000 equity investment 

by the Multilateral Investment Fund 

helped convert Caja from an NGO 

into a formal financial institution. 

also advanced in 1998, and the Mexico-Nicaragua 
free trade agreement entered into force during the 
year. At the Summit of the Americas meeting in 
Santiago, C A C M signed a framework agreement 
with M E R C O S U R to strengthen integration and 
trade relations. At that meeting, Central American 
countries also signed a communiqué with Chile to ac
celerate free trade negotiations. 

Throughout 1998, Canada, the United States 
and Mexico continued to implement their commit
ments under the North American Free Trade Agree
ment (NAFTA). On January 1, 1998, the remaining 
tariffs between Canada and the United States and 
those on Category B items (products with a five-stage 
equal phase-out) were eliminated. As of January 1, 
1999, almost 90 percent of the 10,026 eight-digit 
level items contained in the U.S. schedule to Mexico 
are expected to be free of tariffs. On August 1, 1998, 
the three countries implemented a second round of 
accelerated tariff reductions. The list of items con
sisted of some 600 eight-digit tariff lines, including 
certain textiles, pharmaceuticals and steel products. 
Meanwhile, N A F T A countries individually have 
pursued significant liberalization agendas. All three 
were among the 34 countries to initiate FTAA ne

gotiations and among the 29 countries seeking to es
tablish a Multilateral Agreement on Investment 
(MAI). In addition, Canada signed a Trade and In
vestment Cooperation Arrangement with M E R C O 
SUR, while Mexico implemented an upgraded free 
trade agreement with Chile. 

Decisionmakers in M E R C O S U R focused on 
deepening the integration process and developing a 
common agenda for the impending FTAA negotia
tions. Agreement on services liberalization was 
reached with the approval of the Montevideo Proto
col, which seeks to phase out restrictions on trade in 
services over the next 10 years, with the possibility 
for earlier liberalization of financial services, air trans
port, satellite communications and insurance. At the 
July 1998 summit, member countries reached agree
ment on some liberalization in services (tourism and 
consulting), moving towards opening up government 
procurement within the bloc, implementation of a 
single passport, and creation of a common currency. 
T h e l iberalization of professional services in 
MERCOSUR represents the first step towards the 
movement of skilled workers in the expanded mar
ket. Along with the aim of creating a single passport, 
this clearly reflects the political will among M E R -
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B O X 5 

Consultative Groups 

Events around which Consultative Groups have been 

formed in recent years include the destruction in Central 

America caused by Hurricane Mitch, the impressive trans

formation of Nicaragua in the 1990s, the two-year-old 

peace process in Guatemala and the fight against drugs in 

Peru. The governments of the affected countries re

quested Bank assistance in leading these groups. Each 

group serves as a mechanism to coordinate financial and 

technical assistance from member country government 

agencies and institutions and helps raise the affected coun

tries' profiles in the international community. 

Reconstruction and Transformation of Central America 

After Hurricane Mitch the Bank joined several other in

ternational organizations to found the Consultative 

Group for Reconstruction and Transformation of Cen

tral America (CGRTCA), which was quickly joined by 

more than 50 multilateral and bilateral donors. 

The first meeting was held December 10-1 I at the 

Bank's headquarters in Washington, where group mem

bers pledged a total of $6.3 billion to the countries most 

affected by the hurricane, including Honduras, Nicaragua, 

Guatemala and El Salvador. The funds, in the form of 

grants, soft loans and debt relief, will strengthen ongoing 

relief efforts, as well as finance plans to rebuild and trans

form damaged infrastructure and productive facilities. 

As part of associated relief efforts, the Paris Club 

announced an immediate moratorium on debt payments 

for Honduras and Nicaragua for three and two years, 

respectively. A trust fund was established in the Wor ld 

Bank, in coordination with the IMF and the IDB to re

ceive bilateral donations in order to help Honduras and 

Nicaragua cover debt service payments. 

The IDB expects to provide some $3 billion in fi

nancing and debt relief to Central American countries 

affected by Hurricane Mitch over the next five years. By 

the end of 1998, the Bank had already provided $680 

million in financing for the emergency recovery efforts. 

This included the approval of more than $370 million in 

new soft loans to the region, as well as the redirecting of 

some $310 million in previously approved loans to emer

gency programs. This brings the IDB's current active loan 

portfolio in the region to $ 1.5 billion. 

A t the December meeting, the four Central 

American presidents identified five preliminary key areas 

for which their countries will need future support of the 

international community: their continued emergency re

lief, additional resources to rebuild and transform coun

tries, alleviation of heavy external debt obligations, ex

panded trade opportunities and greater access to new 

markets and investments, and in dealing with migratory 

flows. 

The Consul tat ive Group wi l l meet again in 

Stockholm, Sweden in May 1999 to review the progress 

of the reconstruction efforts. A t that time, the Central 

American governments will present their country-spe

cific national reconstruction and transformation plans, 

enabling donors to commit their funds against those plans 

in a coordinated and transparent manner. Central Ameri

can presidents and donors agree that the group must 

convert this tragedy into an opportunity not only to re

build the region, but also to transform it by laying solid 

foundations for sustainable development and social eq

uity through community participation. 

Consultative Group in Support of Drug Control in Peru 

The IDB-chaired Consultative Group in Support of Drug 

Control in Peru met for the first t ime in Brussels, Bel

gium in November to aid Peru in its fight against drug 

production, consumption and trafficking. The meeting 

was organized by the IDB in conjunction with the Orga

nization of American States, European Commission and 

U N International Drug Control Program. More than 40 

donor countries and international institutions pledged 

$277 million to Peru in donations and debt swaps over 

1999-2003. 

The aim of the Consultative Group is to develop 

a concept of shared responsibility between Peru and the 

international community by supporting Peru's drug con

trol efforts. The pledges will help the Peruvian govern

ment target all coca-growing areas, providing nationwide 

coverage of ¡ts Comprehensive Alternative Development 

and Prevention and Rehabilitation Programs (CADPRP). 

The programs represent one part of the government's 

strategy to deal with illicit drug trafficking. Significant 

progress has already been made since 1990—the coca-
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producing area has been cut from 121,300 hectares to 

69,000 hectares in 1997. 

The Peruvian government will invest $435 million 

during the same period to develop and implement social 

programs in coca-growing areas in order to reduce pov

erty. 

IDB support for Peru's efforts include possible fi

nancing of $500 million for the improvement of trunk 

roads into the alternative development areas, as well as 

for schools, health posts and community development 

activities. 

Consultative Group for Nicaragua 

In April, the 40 countries and international institutions 

that make up the membership of the Consultative Group 

for Nicaragua pledged $1.8 billion over the 1998-2000 

period to accelerate growth, reduce poverty, and help 

the country cover its fiscal and balance of payment gaps. 

The meeting, held in Geneva, was co-hosted by the IDB. 

which chains the group, and the Swiss government. 

The group commended Nicaragua fortaking steps 

to integrate into the global economy, passing a property 

rights law, and maintaining an impressive economic 

growth rate, which was the highest in Central America. 

Several major remaining challenges were also discussed. 

The country needs to increase the sustainability of its 

public finance activities; continue combating poverty; 

complete its transition to a market economy; support 

the role of civil society; and improve governance. Sev

eral areas highlighted for improvement under the area 

of governance included building a professional civil ser

vice and implementing civil service reforms; strengthen

ing the Office of the Comptroller General; and develop

ing a coordinated decentralization strategy. 

Consultative Group for Guatemala 

The IDB-chaired Consultative Group for Guatemala was 

created in 1997 shortly after the country signed the 

peace agreement to end 36 years of armed conflict. Rep

resentatives from the 47 countries and international or

ganizations that form the group met twice that first year, 

once in Brussels, Belgium, and once in Guatemala City. 

That year, group members pledged $1.9 billion to the 

country for the 1997-2000 period and identified the 

following priorities: securing peace and national recon

ciliation by protecting human rights and strengthening 

democratic institutions; ensuring community participa

tion in the development process; improving living stan

dards for indigenous peoples, rural communities and 

women; accelerating land reform and rural development; 

improving domestic resource mobilization and the effi

ciency of public services; modernizing all branches of gov

ernment; strengthening policy reforms; and maintaining 

macroeconomic stability. 

In 1998, the IDB approved among others, an $8 

million loan to Guatemala to finance preinvestment stud

ies in those priority areas. The funding enables the gov

ernment to rationalize investments and present financ

ing proposals in a timely way to group members so as to 

speed up resource mobilization and better carry out the 

peace effort. The Bank's assistance is focusing on: inte

grat ing the p o o r indigenous popu la t ion into the 

economy; improving social services; modernizing of the 

state; and supporting the productive sectors. 

In October 1998, the Consultative Group met 

again in Brussels to review progress made during the pre

vious year. During 1997, Guatemala reduced ¡ts military 

budget by a third; reintegrated thousands of former sol-

diere into society; maintained macroeconomic stability; 

improved tax collection; began reforms in the justice sys

tem; and redirected public expenditures to poor rural 

areas. 

Regional Consultative Group for Central America 

The Regional Consultative Group for Central America 

(RCG-CA), provides a single forum in which the Central 

American governments can maintain a dialogue with the 

37-member international donor community in order to 

promote new initiatives for external cooperation and re

fine existing ones. 

Since ¡ts founding in 1990, the RCG-CA has raised 

$40 million in grant financing for the region to strengthen 

Central America's Common Market, consolidate the 

region's electricity and hydrocarbon markets, build trans

portation infrastructure, train the labor force, improve 

health care, and strengthen regional institutions involved 

in market and policy integration. 
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COSUR members to establish a common market in 
the medium term, despite the fact that final accords 
on a new auto regime and the liberalization of trade 
in sugar are still pending. MERCOSUR negotiators 
also continued working in 1998 towards the devel
opment of a common trade policy. 

In 1998, the region's 34 countries launched for
mal negotiations for the creation of the Free Trade 
Area of the Americas (FTAA) . The 12 F T A A 
Working Groups established in the preparatory phase 
of the process were replaced by nine Negotiating 
Groups covering the major areas of the negotiation, 
plus a Consultative Group on Smaller Economies and 
Special Committees on Electronic Commerce and 
Civil Society. The Negotiating Groups will meet in 
a single (rotating) location and will be supported by a 
Temporary Administrative Secretariat charged with 
completing the myriad of logistical and administra
tive tasks that arise during the talks. Negotiations will 
take place in Miami from 1998-2001, then switch to 
Panama City from 2001-2003, and to Mexico City 
for the conclusion of the process by 2005. 

The IDB has played a key role in supporting 
the consolidation of subregional and hemispheric in
tegration. The Bank has provided extensive technical 
support to the FTAA process, designed and imple
mented regional programming strategies, and pro
duced a number of studies on integration and 
trade-related issues of relevance to the region, work
ing closely with its Institute for the Integration of 
Latin America and the Caribbean (INTAL). 

In response to a request from the Andean Com
munity, the Bank approved a technical cooperation 
project to support creation of a Regional Consulta
tive Group for the Economic Integration of the 
Andean Community. The Group's main objective is 
to support the Andean Community in the process of 
identifying, programming and executing externally 
financed regional projects. 

The Bank also supported the peace process be
tween Ecuador and Peru. A regional technical co
opera t ion project assisted the Bina t iona l 
Commission for Border Integration in identifying 
and implementing financial support mechanisms to 
promote development along the Peruvian-Ecuador
ian border. The Colombian-Venezuelan Border De
velopment Program, developed in 1997 with 
support from the IDB, and the Andean Develop

ment Cooperation (CAF), received official recog
nition in 1998 from both countries, which agreed 
to make the program a fundamental component of 
their respective national development plans. 

The Bank continued its role as coordinator of 
the Regional Consultat ive Group for Central 
America, which organizes the technical cooperation 
priorities of the subregion and promotes access to in
ternational donor finance as a complement to Bank 
funds. One Bank-financed project was launched to 
train trade negotiators from the Central American 
public and private sectors, while another focused on 
modernizing the labor market in the isthmus. 

In 1998, the Bank initiated its formal dialogue 
with MERCOSUR's Technical Cooperation Com
mittee in order to identify, analyze and assess techni
cal cooperation projects in accordance with the Bank's 
Regional Strategy for MERCOSUR. 

To define a three-year regional operating strat
egy for the Caribbean Community, the Bank pre
pared a Regional Programming Paper for Caricom. 
This follows previous papers prepared for the Andean 
Community and Central America (both in 1995) and 
for M E R C O S U R (in 1996). The Caricom paper 
identifies the major challenges and opportunities for 
the Caribbean countries in light of impending hemi
spheric free trade, the re-negotiation of European aid 
commitments under the Lomé IV Convention, 
which expires in the year 2000, and new multilateral 
trade commitments. 

As part of the OAS-IDB-ECLAC Tripartite 
Committee, the Bank continued to play a crucial role 
in supporting the FTAA process throughout 1998. 
The participating countries requested the Tripartite 
Committee institutions to continue to provide their 
respective FTAA units with the resources necessary 
to respond to requests for technical support from the 
FTAA Negotiating Groups, Special Committees and 
the Trade Negotiations Committee. Furthermore, 
they asked the institutions to provide technical assis
tance on FTAA-related issues to member countries, 
particularly smaller economies. 

In accordance with the division of labor agreed 
upon by the Tripartite Committee, the IDB is cur
rently supporting the Negotiating Groups on Mar
ket Access, Agriculture and Government Procure
ment, and is providing support in conjunction with 
ECLAC and the OAS, to the Negotiating Group on 
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SANTA MARTA, COLOMBIA 
Biochemist Laura Perdomo examines trees 

transplanted from a nursery into an ecologi

cally fragile marshlands area being restored 

under an environmental program sup

ported by IDB loans totaling $81 million. 

Investment and the Consultative Group on Smaller 
Economies. 

The Bank and its Tripartite Committee part
ners have also helped establish the FTAA Tempo
rary Administrative Secretariat. The first component 
of this process was to set up a transitional arrange
ment to support the negotiating process, particularly 
the first round of negotiations that took place in Sep
tember and October 1998 in Miami. The Bank was 
instrumental in providing financial and technical re
sources to this end. The second component was es
tabl ishment of the Temporary Administrat ive 
Secretariat itself through a regional technical coop
eration project. During the Miami phase of the ne
gotiations, the plan is for the Secretariat to be 
cofinanced by the IDB with contributions from the 
OAS, ECLAC, the State of Florida, Miami-Dade 
County, and the local private sector. 

The Bank's Buenos Aires-based Institute for 
the Integration of Latin America and the Caribbean 
(INTAL) continued during the year to advance re
gional integration in the hemisphere. Nine technical 
cooperation projects were approved, including a 
training program for Andean Community officials 
active in integration; support for social and economic 

integration along the Peruvian-Ecuadorian border; a 
joint study with ECLAC on the impact of NAFTA 
on productive sectors in Central America and the 
Dominican Republic; the strengthening of relations 
between the Latin American/Caribbean and Asia/ 
Pacific regions; support for the transitional FTAA 
Temporary Administrative Secretariat in Miami; 
launching of the INTAL Network of Integration 
Research Centers (REDINT); and training of Latin 
American and Caribbean trade negotiators. INTAL 
also organized a series of policy fora, issued a number 
of publications on integration-related topics, and 
launched a C D - R O M System of Trade Data for the 
region (DATAINTAL) ' 

Environment 

In 1998, the Bank approved 21 environmental and 
natural resource loans totaling $1,829 million, prin
cipally for urban water supply, sanitation and pollu
tion control. Major efforts were also made to help 
countries recover from El Niño, whose effects were 
felt regionwide, and from the devastation wrought by 
hurricanes in Central America and the Caribbean. 
Technical cooperation totaling $29.5 million covered 
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a broad spectrum of areas, from strengthening regu
latory frameworks in the water sector to designing 
action plans for biodiversity and conservation. In ad
dition, new strategies were approved to guide the ef
forts of the Bank and its member countries in 
improving natural resources and environmental man
agement in the region. 

Providing potable water and safe waste disposal 
systems remains a top priority throughout the region. 
A $250 million loan to Argentina for a program will 
support reforms in potable water and sanitation by 
promoting investment by commercial banks. The 
program will set up two trust funds of $100 million 
each to encourage supplementary investment in wa
ter and sanitation. Technical cooperation support was 
also provided for the startup of a regulatory agency 
for potable water and sanitation in the province of 
Buenos Aires. Brazil received two loans totaling 
$326.5 mil l ion, one to support the federal 
government's efforts to raise living standards of poor 
families in substandard urban neighborhoods, and 
another to improve public services, infrastructure and 
administrative efficiency in Porto Alegre. The M I F 
approved a $700,000 grant for the state of Goiás to 
create a new regulatory framework that will attract 
private investment in the water and sanitation sector 
in order to improve service and coverage. 

In the Andean region, Colombia will rehabili
tate Bogota's Tibitoc potable water treatment plant 
and distribution system with support from an $18 
million IDB loan. A $24.3 million loan will improve 
sanitation conditions in Cartagena by extending and 
improving the sewer network. 

The Bank approved a $43.7 million loan to El 
Salvador to promote more rational and efficient use 
of water resources and greater investment in water 
and sanitation services. The program will establish 
a financially independent regulatory agency for over
sight and policymaking that ensures the proper de
velopment and preservation of water as a natural re
source. In a related financing, the M I F approved a 
$2.4 million grant for technical cooperation to as
sist in decentralization, privatization, management 
restructuring, and the establishment of a new regu
latory agency and framework for water and sanita
tion services. Mexico and Honduras also received 
technical assistance for potable water supply plan
ning. 

A $13 million loan to Barbados will help de
velop a modern, dependable and efficient solid waste 
management system that protects the environment 
and public health. The Water and Sewerage Corpo
ration of the Bahamas will use a $14 million loan to 
increase the efficiency and quality of potable water 
service in the Family Islands of Abaco, Eleuthera and 
Exuma. A $54 million loan to Haiti will improve po
table water and sanitation services by establishing an 
independent regulatory agency and privatizing ser
vices in Port-au-Prince and other urban centers. The 
initiative will be complemented by $965,000 in tech
nical cooperation from the MIF. 

Natural disasters and climatic events caused huge 
losses in life, property and infrastructure in the region 
during 1998. The countries of Central America, lo
cated at the eastern extreme of the Caribbean hurri
cane belt, are regularly hit with severe wind and intense 
rainfall. Because of this area's mountainous terrain and 
complex river basin systems, floods, landslides, hurri
canes and droughts can do serious injury and property 
damage. These weather-related effects were exacer
bated by the onset and aftermath of the El Niño cli
matic phenomenon. In two catastrophic months in 
1998, the Central American and Caribbean countries 
were hit by Hurricanes Georges and Mitch. The ca
tastrophes left more than 12,000 people dead and 
25,000 missing, infrastructure and economic losses (in 
Honduras and Nicaragua, amounting perhaps to the 
equivalent of half of their annual gross national prod
ucts by some accounts), and serious long-term dam
age to the environment. 

Responding immediately, the Bank prepared 
emergency loans and provided for flexibility in the use 
of funds from previously approved loans in order to 
attend to the reconstruction needs of Honduras, 
Nicaragua, Guatemala, El Salvador, Haiti and the 
Dominican Republic. Bank financing will be used to 
rebuild infrastructure, revitalize social capital, and 
strengthen local capacity to prevent and mitigate fu
ture disasters. The IDB is also supporting the pro
tection and rehabilitation of road networks, potable 
water and sanitation facilities, energy and irrigation 
infrastructure, urban housing, health care and educa
tion services, and food supply operations. 

In addition, a $12 million Regional Recovery 
Fund for Microenterprise was established to mitigate 
losses suffered by microlending institutions in the Cen-
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PIURA, PERU—Repair work on a sewer system that collapsed 

due to heavy flooding caused by the El Niño weather phenom

enon. A $150 million IDB loan in 1997 financed an emergency 

program to prevent and mitigate damage to infrastructure and 

services. 

tral American countries devastated by Hurricane 
Mitch. A regional technical cooperation will also be 
carried out for disaster mitigation in Central America 
in parallel to other technical cooperations in Nicara
gua, Honduras, Guatemala and El Salvador. The ob
jective is to enhance the technical capabilities of 
regional and national institutions for emergency re
sponse and prevention, and to establish a regional net
work to share technical information and best practices. 

The El Niño climatic phenomena caused eco
nomic and social distress throughout the Americas. 
The governments of Bolivia, Chile, Costa Rica, Ec
uador, Panama and Peru declared states of emergency 
in affected areas to cope with drought, heavy rainfall 

and flooding. In Argentina, flooding forced 100,000 
people to leave their homes and caused losses of more 
than $1 billion in farm output and $750 million in 
infrastructure damage. In neighboring Paraguay, a 
similar number of people either lost their homes or 
belongings to the floods. Damaged roads, bridges and 
embankments will cost $40 million to repair. A $300 
million loan will support Argentina's efforts to repair 
and rehabilitate public transportation, housing, and 
infrastructure in six affected provinces. In Paraguay, 
a $35 million loan will help rebuild roads, drainage 
and flood protection works, repair bridges and public 
buildings, and outfit shelters. Both programs have 
components to help develop better emergency re
sponse and prevention systems. 

In 1997, the Bank extended loans totaling $220 
million to help Ecuador and Peru recover from El 
Niño-related damage. Under the mandate of the 
Eighth Replenishment, one of the Bank's fundamen
tal objectives is to foster sustainable development in 
Latin America and the Caribbean by integrating so
cial, economic and environmental components in its 
operations. One of the most innovative examples of 
this commitment is the Program for the Sustainable 
Development of the Darien Province in Panama, an 
$70 million operation aimed at promoting social eq
uity, economic growth and environmental protection. 
The Darien Province has the highest incidence of 
poverty in the country, diverse indigenous cultures, 
and a rich and irreplaceable ecosystem represented by 
the Darien National Park, an area of such valuable 
biodiversity that U N E S C O has declared it both a 
World Heritage Site and a Man and the Biosphere 
Reserve. Developed under the guidance of a unique 
advisory committee representing Panamanian groups 
and international environmental organizations, the 
program emerged from a highly participatory plan
ning process that underscored the need to balance the 
interests of economic growth, improvements in the 
delivery of social services, the resolution of land ten
ure issues and the demarcation of tribal lands, better 
transportation infrastructure, and environmental pro
tection. The organizational structure for managing 
the program and the strategic plan for its implemen
tation aim to strengthen the capacity of the public 
and private institutions in the area to guide the prov
ince toward a more orderly and sustainable form of 
development in the coming years. 
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T h e Fundo Nacional do Meio Ambiente 
(NFMA) in Brazil was established in 1989 as one of 
the first funds in Latin America to address a major 
challenge in environmental conservation: how to 
mobilize local resources to solve local problems. Since 
its inception, it has financed over 530 projects total
ing over $30 million, mostly through local NGOs and 
community groups. The IDB initially supported the 
Fund with a S22 million loan in 1992. Based on the 
encouraging results of the first phase, and the con
tinued strong interest by the Government of Brazil 
to support the Fund, the IDB approved a second $24 
million loan in 1998. A variety of small projects will 
be financed through grants for sustainable natural re
source management and conservation, environmen
tal education, conservation units, and applied research 
and technology development in the environment. 
The program also includes institutional strengthen
ing and environmental licensing components. 

The Bank's Board of Executive Directors favor
ably reviewed several new strategies during the year. 
Strategies for integrated management of water re
sources and coastal and marine resources were 
adopted, highlighting areas of critical importance to 
sustainable development of the region. The Bank 
also began work on a strategy to strengthen environ
mental management in the region by cosponsoring a 
special meeting of the Forum of Ministers of Envi
ronment of Latin America and the Caribbean. Or
ganized by the Bank, the Pan American Health 
Organization, UNDP, UNEP and the World Bank, 
the meeting brought Bank staff and the participating 
ministers together to discuss policy, institutional and 
financial issues, as well as the options available to fos
ter more effective environmental management. The 
results of the meeting have helped determine the 
scope of the new strategy, which will be presented to 
the Board in 1999. 

Private Sector 

Governments across Latin America and the Carib
bean continue to address the challenge of developing 
and maintaining critical infrastructure by shifting the 
burden of investment and operation to the private 
sector. Given the limits placed on fiscal expenditure, 
these governments are looking to private capital for 
the development of basic infrastructure in energy, 

transportation, water and sanitation and communi
cations. Wi th the injection of private capital, a 
broader spectrum of the population benefits from the 
competitive pressures of the marketplace as services 
are provided more efficiently, coverage is expanded 
to larger and new segments of the population, and 
loss-making enterprises are often converted into 
sources of government revenues. At the same time, 
the participation of the private sector allows govern
ments to channel public resources to social sector in
vestment, where its comparative advantage to the 
population is greatest. As the need for basic infra
structure investment to support regional growth is 
estimated at $60 billion annually, it is difficult to un
derestimate the significance of this shift and the chal
lenge this represents to the Bank. 

Infrastructure projects are characterized by large 
initial capital expenditures and long repayment 
schedules, so efforts by the private sector to develop 
basic infrastructure in the region has been limited by 
the availability of long-term funding. In response, the 
Bank since 1995 has helped to meet part of this de
mand by acting as a direct lender or guarantor for 
projects, and by assuming the role of intermediary 
between member governments and private sector en
tities. Through the use of direct financing, syndicated 
cofinancing and guarantee products, the Bank has 
approved $2.8 billion in loans and guarantees to pri
vate sector infrastructure projects since 1995. 

In 1998, the Bank approved $576 million in 
direct loan and guarantee financing to the private 
sector, an 80 percent increase over 1997. The Bank 
broke new ground in supporting private sector de
velopment during the year by approving its first pri
vate sector loan to the communications sector, its 
first financing of a privately owned and managed 
regional investment fund, and its first private sector 
transactions in Bolivia and Nicaragua. The Bank 
also approved its second partial credit guarantee 
without a government counter-guarantee and added 
two water and sanitation projects to its private sec
tor portfolio. 

The Bank also expanded its loan syndication 
program in 1998, registering a 39 percent increase 
over the previous year. Eight out of eleven loans were 
accompanied by syndicated "B" Loans that will gen
erate an additional $783 million in financing from 
private financial institutions. 
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RIO DE JANEIRO, BRAZIL—The IDB 

supported construction of the city's six-lane 

north-south expressway with a $14 million 

loan to LAMSA, the private firm that helped 

finance the project and that will operate the 

highway toll concession. 

Highlights of the Bank's private sector projects 
in 1998 included the following: 

* In energy, the Bank added two new power 
projects in C and D countries as well as new transac
tions in Brazil, Argentina and Peru. In Nicaragua, 
the Tipitapa Power plant will supply 50MW of pri
vately generated energy to the Empresa Nicaragüense 
de Electricidad (ENEL). This will bring a much 
needed new energy supply to the country, helping 
E N E L lower its import requirements and take an 
important step towards being more self-sufficient in 
energy production. The project marks the first pri
vate concession awarded in the country since new leg
islation was enacted in 1997 to help bring about 
privatization of the electric industry in Nicaragua. 

The Bank also approved financing for the 
Miravalles III project in Costa Rica. This project rep

resents the third stage of an initiative supported by 
the Bank through technical feasibility studies and 
loans. Miravalles I and II (approved by the Bank in 
1986 and 1988, respectively) were traditional IDB 
public sector loans to the Instituto Costarricense de 
Electricidad (ICE) for construction of separate 
55MW geothermal power generation facilities. The 
Miravalles III loan was made to a private entity that 
is in the process of designing, building and operating 
a new 27MW facility that will sell electricity to ICE 
under a long-term power purchase agreement. The 
progression of the Miravalles project from public to 
private actors represents the Bank's growing commit
ment to utilize the private sector window in support 
of the privatization process in Latin America and the 
Caribbean. 

• In transportation, the Bank approved the 
Castello-Raposo Toll Road in Brazil and the Trenes 
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de Buenos Aires partial credit guarantee in Argen
tina. The Buenos Aires project, a 10-year concession, 
will improve commuter rail services from the down
town area to several suburban areas. IDB support for 
the project included a partial credit guarantee to the 
project company without a government counter-
guarantee. This will enable the project to mitigate 
certain payment and currency convertibility risks and 
thus raise the necessary funding in the private mar
ket to rehabilitate and improve railway commuter ser
vice. 

• In water and sanitation, the Bank approved 
projects in Bolivia and Colombia. Bank funding for 
Aguas de Illimani in Bolivia will help fund the ex
pansion and rehabilitation of water treatment and 
sewerage systems under a 30-year concession in the 
La Paz and El Alto metropolitan region. The opera
tion was the Bank's first private sector operation and 
the first concession in the water and sanitation sector 
in Bolivia. As a landmark model of private financing 
in local infrastructure, it should help break ground 
for access by other municipalities to international fi
nancial markets. Moreover, the project should make 
a positive contribution to developing regulatory con
ditions to attract additional investment in the future, 
since it is being executed in collaboration with a Mul
tilateral Investment Fund technical cooperation pro
gram to s t rengthen the sector 's ins t i tu t ional 
framework. The Aguas de Illimani transaction along 
with the Tibitoc water project in Colombia will fa
cilitate access to clean water supplies in the cities, 
reaching a combined total of 15 million inhabitants. 

The Bank also approved private sector financ
ing in two new sectors with loans to support the 
privatization of postal services in Argentina and the 
regional Latin American Mezzanine Finance Fund. 
The Bank's financing will support the modernization 
and competitiveness of Correo Argentino, S. A., the 
world's first fully privatized national postal adminis
tration. The combined direct and syndicated loans 
will help finance the company's comprehensive in
vestment plan to modernize distribution, improve 
management efficiency, upgrade communications 
systems, rehabilitate postal facilities and enhance la
bor organization and working conditions. The 
Correo Argentino project could set an important pre
cedent for future postal privatizations worldwide. 

The $75 million direct loan to the Latin 
America Mezzanine Finance Fund will be the Bank's 
first opportunity to support a regional investment 
fund. The Fund intends to provide subordinated 
loans to infrastructure projects throughout Latin 
America and the Caribbean, thus bringing a much-
needed supply of "mezzanine" or equity-linked long-
term financing to the region. The IDB's support will 
help the Fund to mobilize other debt and equity in
vestments from private sources, with the ultimate goal 
of raising $500 million to support energy, transpor
tation, water and sanitation and telecommunications 
infrastructure projects throughout the region. As the 
Fund will be working to cofinance specific projects 
with local banks and other regional institutions, the 
Bank will be helping to broaden and deepen the links 
between domestic financial institutions and markets 
and the international financial system, thereby creat
ing important linkages for future access to capital in 
the region. 

Portfolio Management 

During the year, the Bank's fifth annual report on 
projects in execution analyzed the status of active 
projects in its portfolio as of the end of 1997. The 
report assessed the performance of 423 investment 
and sector projects in terms of the expected achieve
ment of development objectives and implementation 
progress. The study concluded that 88 percent of 
projects in the Bank's active portfolio are expected to 
achieve their development objectives. These figures 
represent an improvement over the results reported 
the previous year, which can be attributed to the suc
cess of various Bank initiatives that have facilitated 
project execution, including the Country Office 
Strengthening Plan and Action Plan for C & D 
countries. 

The 1997 portfolio included 53 projects (12.5 
percent) rated as unlikely to achieve their develop
ment objectives unless fundamental changes were 
made. Significantly, 22 of the 53 problem projects 
were being implemented in two countries experienc
ing institutional and political difficulties that ex
tended far beyond the projects themselves. In order 
to improve the status of the portfolio in execution, 
11 country portfolio review missions were undertaken 
during the year. In addition, meetings chaired by the 
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Executive Vice President were held with each of the 
three regional departments to review the status of 
problem projects. By mid-year, problems had been 
resolved in nearly half of the 53 projects and indi
vidual action plans had been developed for those that 
remained problematic. 

The assessment also reported that 81 percent of 
projects in the 1997 portfolio were rated as having 
satisfactory progress in implementation. Institutional 
problems continue to be the most commonly cited 
factor, impacting the 80 projects (19 percent of the 
portfolio) that were experiencing implementation dif
ficulties. A special study of this issue concluded that 
the Bank needed to strengthen its analysis of the in
stitutional capacity of agencies in charge of project 
execution. As a result, the Bank has developed a new 
framework for institutional analysis and a training 
program for Bank staff has been developed. Two 
workshops in institutional analysis for regional op
erations staff were held during 1998. 

A second special study undertaken for the 1997 
portfolio assessment analyzed the adequacy of indi
cators and benchmarks used in the Bank's project per
formance monitoring system. The study concluded 
that while substantial progress has been made, fur
ther efforts are needed in terms of quality and cover
age of the performance indicators. Establishing 
appropriate indicators that are selective, targeted and 
easily verifiable is necessary to assure the objectivity 
of the monitoring system. 

Fifty-six operations exited the Bank's active 
portfolio during 1997, including three private sector 
operations. Preliminary information on the outcome 
of those projects indicates that 78 percent of them 
were successful in achieving their development ob

jectives. One of these operations, modernization of 
the financial sector in Guatemala, illustrates the im
portance of proactive portfolio management. Initial 
skepticism by private sector banks was overcome by 
ongoing dialogue and periodic meetings between the 
Banker's Association, the government banking regu
latory authority and the IDB in order to convince the 
private sector of the importance of the proposed re
forms. As a result of these efforts, the program was 
judged to have fully achieved its objectives in less than 
half the time originally projected. 

A number of additional actions have been taken 
to strengthen the Bank's monitoring system. The 
electronic project performance monitoring review 
(PPMR) system became fully operational in 1997, 
and at least two sector specialists in most Country 
Offices have received training in use of the system. 
PPMRs for all projects are now available on-line via 
the Bank's "intranet" system, greatly facilitating les
son-learning for Bank staff. Further work has also 
been done on developing a set of "complementary in
dicators" to cross-check the objectivity and accuracy 
of the monitoring system. Overall, these indicators 
provide additional confidence in the accuracy of the 
performance classifications of the bulk of the projects 
covered by the monitoring system. 

Some of the strengths and weaknesses of the 
Bank's portfolio management system were discussed 
at a Multilateral Development Bank Portfolio Man
agement Workshop in October 1998. Although the 
IDB has one of the more advanced portfolio man
agement systems, information exchanged at this 
workshop is likely to stimulate further efforts to im
prove it, notably in terms of enhanced objectivity and 
coverage of private sector operations. 
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C O A J O M U L C O , MEXICO—Middle school students enrolled in a televised distance learning program. 

Backed by a $171 million IDB loan, the program beams a modern curriculum to some 17,000 rural secondary schools. 



THE YEAR'S LENDING 

Summary 

The heart of the Bank's work is its financing of 
projects and programs. This section of the Annual 
Report contains a summary of the year's lending and 
country chapters which include a description of the 
loans, technical cooperation operations (under 
$500,000), small projects and Multilateral Invest
ment Fund (MIF) operations authorized by the 
Bank in 1998. The section concludes with informa
tion related to the Bank's lending and technical co
operation program and the Statement of Approved 
Loans. 

The loans and guarantees authorized by the 
Bank in 1998 came from the following sources: 

• Ordinary capital resources: 85 loans for 
$9,289 million and one guarantee for $75 million 
brought the cumulative total of loans, less cancella
tions, to 1,341 for $79,635 million; and guarantees 
for two operations totaling $106 million as of De
cember 31, 1998. 

• Fund for Special Operations: 25 loans total
ing $686 million brought the cumulative total of 
loans, less cancellations, to 1,017 for $14,272 mil
lion as of December 31, 1998. 

• Other Funds: There were no loans approved 
in 1998. Cumulative total of loans, less cancellations, 
were 204 for $1,734 million as of December 31, 
1998. 

• Export financing: Increases in previously ap
proved export financing credits from the ordinary 
capital and the Venezuelan Trust Fund for $22 mil
lion brought the cumulative total to $1,160 million 
as of December 31, 1998. 

The Bank agreed to partially defray up to 5 
percentage points of the interest of 12 loans for $227 
million, approved in 1998 from the ordinary capital 
sources, with funds from the Intermediate Financ
ing Facility (IFF) created under the Sixth Replen
ishment. In addition, in 1998 ten loans with an 
outstanding balance of approximately $433 million 
to Bolivia related to the Heavily Indebted Poor 
Countries Initiative (HIPC) were approved to receive 
IFF subsidy. 
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l.l 
2.2 

38.5 
0.2 
0.0 

8.454 
5.758 
3.855 
4,457 
1,728 
1,530 

496 

13,934 
1,518 
3,552 

13.2 
8.3 

.1 

17.2 

12.7 

6.0 
4.0 
4.7 
1.8 
1.6 
0,5 

14.6 
,6 

3.7 

T O T A L $10,063 $95,750 

Tota l Cost of Projects 

The $10 billion in Bank loans and guarantees help 
to finance projects involving a total investment of 
more than $20 billion. The Bank's loans cover only 
a part of the total cost of the projects being carried 
out by the borrowing countries. The balance over 
and above the Bank's contribution comes from the 
Latin America and Caribbean countries and, in 
some cases, other sources of financing. 

Disbursements 

The Bank's disbursements on authorized loans 
amounted to $6,635 million in 1998, compared with 
$5,468 million in 1997. As of December 31, 1998, 
cumulative disbursements, including exchange ad
justments, totaled $70,291 million, or 73 percent of 
the loans authorized by the Bank. The 1998 dis
bursements and cumulative totals by funds include: 
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T A B L E IV. T H E B A N K ' S Y E A R L Y ( 1 9 9 8 ) A N D C U M U L A T I V E L O A N S A N D G U A R A N T E E S ( 1 9 6 1 - 9 8 ) ' 
(in millions of US. dollars) 

Country 

Detail by Funds 

Total Amount 

1998 1961-98 

Ordinary Capital2 

1998 1961-98 

Fund for 
Special Operat ions 

Funds in 
Administration 

1998 1961-98 1998 1961-98 

Argentina 

Bahamas 

Barbados 

Belize 

Bolivia 
Brazil 

Chile 

3,847.4 

14.0 

98.0 

16.0 
160.9 

1.625.5 

14,912.4 

260.6 

387.3 

19.5 

2,649.2 

17.225.4 

4,1 14.4 

$ 3.847.4 
14.0 
98.0 
16.0 
15.0 

1,601.5 

14,212.9 

258.5 

323.4 

19.5 

1,074.8 

15,535.9 

3,869.0 

$ 10.0 

145.9 

24,0 

650.6 

42.8 

1,502.4 

,559.7 

203.3 

$ 0.0 49.0 

2.0 

21.0 

72.0 

129.8 

42.1 

Colombia 

Costa Rica 

Dominican Republic 

Ecuador 

El Salvador 

Guatemala 

Guyana 

446.8 

16.5 

172.5 

107.0 

208.5 

196.0 

20.3 

7,231.8 

2,085.5 

1,681.1 

3,579.5 

2.498.2 

1,977.7 

626.4 

446.8 

16.5 

172.3 

107.0 

207.4 

196,0 

6,41 1.0 

1,605.6 

884.1 

2,555,0 

1,613.5 

1,286,3 

I I 1.6 

l.l 

20.3 

760,3 

351.8 

709.4 

937.0 

750.4 

631.3 

507.9 

0.2 

60.5 
128.1 
87.5 
87.5 

134.2 
60.1 

6.9 

Haiti 

Honduras 

Jamaica 

Mexico 

Nicaragua 

Panama 

Paraguay 

95.9 

197.4 

15.0 

310.5 

202.1 

341.7 

66.2 

763.0 

1,890.4 

1,295.4 

12,180,9 

1,47 1.8 

1.967.8 

1,510.5 

4.0 
310.5 

10.7 
341.7 
66.2 

525.8 

938.1 

1,555.7 

264.5 
1,653.8 
918.2 

95.9 

197.4 

191.4 

756.6 

1,314.1 

163.8 

559.0 

1,156.7 
281.3 
580.1 

11.0 

6.4 

50.5 

193.5 

66.1 

50.5 

32.7 

12.2 

Peru 

Suriname 

Trinidad and Tobago 

Uruguay 

Venezuela 

Regional 

T O T A L 

653.1 
30.3 

1.8 

233.4 

91 1.2 

75.0 

4,872.7 

48.1 

930.6 

2,261.0 

4,405.4 

2.903.3 

653.1 

30.3 

233.4 

91 1.2 

75.0 

4,233.5 

45.9 

876.2 

2,1 15.1 

4,231.1 

2,622.9 

418.1 

2.3 

31.2 

104.1 

101.4 

197.2 

221.1 

23.2 

41.8 

72.9 

83.2 

$10,063.0 $95,749.7 $9,364.0 $79,742.1 $686.0 $14,272.9 $13.0 $1,734.8 

1 After cancellations and exchange adjustments.Totals may not add up due to rounding. 
; Detail includes Private Sector loans, net of participations. 

• Ordinary capital resources: $6,085 million, 
bringing the cumulative total to $56,326 million as 
of December 31, 1998. 

• Fund for Special Operations: $535 million, 
bringing the cumulative total to $12,321 million as 
of December 31, 1998. 

• Other funds: $15.4 million, bringing the cu
mulative total from funds administered by the Bank 
to $1,643 million as of December 31, 1998. 

Repayments 

Loan repayments amounted to $2,247 million in 
1998. Cumulative repayments as of December 31, 
1998, were $30,376 million. Repayments received 
by the Bank during the year, and cumulative as of 
Dec. 31, 1998, were: 

• Ordinary capital resources: $1,946 million, 
bringing the cumulative total, before repayments to 
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TABLE V. YEARLY ( 1998) A N D C U M U L A T I V E DISBURSEMENTS ( 1961 -98) ' 

(In millions of US. dollars) 

Country 

Detail by Funds 

Total Amount Ordinary Capital ' 
Fund for 

Special Operations 
Funds in 

Administration 

1998 1961-98 1998 1961-98 1998 1961-98 1998 1961-98 

Argent ina 

Bahamas 

Barbados 

Belize 

Bolivia 

Brazil 

Chile 

1.500.0 

34.6 

17.9 

037 

I 17.8 

1,647.0 

22.9 

9,535.7 

209,6 

228,5 

l. l 

2,172.2 

I 1,783.6 

4,095.8 

1,473.6 

34.6 

7.9 

0.7 

16.1 

1,590.5 

22.9 

8.886.3 

207.6 

166.7 

l.l 

1.000.0 

10.172.8 

3,850.4 

$ 26.4 $ 600.4 

42.Í 

101.7 

56.5 

1,100.2 

1,481.0 

203.3 

49.0 

2.0 

19.0 

72.0 

129.8 

42.1 

Co lombia 

Costa Rica 

Dominican Republic 

Ecuador 

El Salvador-

Guatemala 

Guyana 

420.2 

58.3 

57.5 

187.3 

132.6 

146.7 

20.4 

5,847.9 

1,61 l.l 

1.248.0 

2,922.6 

1,814.5 

1,457.2 

424.8 

413.0 

58.3 

32.4 

171.8 

126.3 

130.3 

5,071.4 

1,131.2 

487.7 

1,963.3 

939.2 

829.6 

I I 1.6 

71 

25.1 

15.5 

6.3 

16.4 

20.4 

716.0 

351.8 

674.8 

871.8 

741.0 

567.5 

306.3 

60.5 

128.1 

85.5 

87.5 

134.2 

60,1 

6.9 

Haiti 

Honduras 

Jamaica 

Mexico 

Nicaragua 

Panama 

Paraguay 

62.8 

58.1 

58.1 

683.3 

08.2 

133.2 

87.4 

450.2 

1,570.3 

1,109.7 

0,276.4 

1,1 14.8 

,257.2 

1,047.3 

B.O 

47.1 

680.8 

3.5 

131.6 

64.5 

519.5 

752.5 

9,668.5 

249.5 

945.2 

477.6 

62.8 

50.1 

104.7 

1.6 

22.9 

443.8 

1,000.3 

163.8 

559.0 

814.7 

279.3 

557.5 

I 1.0 

2.5 

6.4 

50.5 

193.5 

48,9 

50.5 

32.7 

12.2 

Peru 

Suriname 

Trinidad and Tobago 

Uruguay 

Venezuela 

Regional 

316.9 

43.6 

150.8 

548.0 

21.4 

3.727.1 

17.4 

566.9 

1,437.1 

2,580.5 

1,783.5 

299.6 

41.7 

50,8 

548.0 

21.4 

3,087.9 

15.4 

513.9 

1,291.2 

2,406.2 

1.580.1 

17.3 418.1 

2.0 

29.8 

104.1 

101.4 

190.2 

1.9 

221.1 

23.2 

41.8 

72.9 

Î.2 

T O T A L $6,635.7 $70,291.3 $6,085.4 $56,326.6 $534.9 $12,321.2 $15.4 $1,643.6 

After exchange adjustments.Totals may not add up due to rounding 
• Detail includes Private Sector loans, net of participations. 

participants, to $23,687 million as of December 31, 
1998. 

• Fund for Special Operations: $272 million 
for a cumulative total of $5,172 million as of De
cember 31, 1998. 

• Other funds: $29 million, bringing the cu
mulative total to $1,517 million as of December 31, 
1998. 
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T A B L E V I . Y E A R L Y ( 1 9 9 8 ) A N D C U M U L A T I V E (1961 -98 ) ' T O T A L C O S T O F P R O J E C T S 
(In millions of US. dollars) 

Country 

Total Cost 
Bank's Loans 

and Guarantees2 

1998 1961-98 1998 1961-98 

Latin America's 
Contributions 

1998 1961-98 

Argentina 

Bahamas 

Barbados 

Belize 

Bolivia 

Brazil 

Chile 

9,363.8 

20.0 

234.1 

32.4 

233.8 

3,687.6 

0.0 

36,191.2 

425.6 

680.9 

36.9 

4,318.1 

58.774.8 

10.046.2 

3,847.4 

14.0 

98.0 

16.0 

160.9 

1.625.5 

0.0 

$ 14,912.4 

260.6 

387.3 

19.5 

2.649.2 

17,225.4 

4.1 14.4 

5,591.4 

6.0 

136.1 

16.4 

72.9 

2,062.1 

0.0 

21,353.8 

165.0 

293.6 

17.4 

1,668,9 

41,549.4 

5,931.8 

Colombia 

Costa Rica 

Dominican Republic 

Ecuador 

El Salvador 

Guatemala 

Guyana 

561.3 

65.8 

198.5 

121.7 

241.2 

227.5 

25.3 

18,077.7 

3,522.3 

2.388.1 

6,604.7 

3,839.3 

3.459.3 

791.4 

446.8 

6.5 

172.5 

106.9 

208.5 

196.0 

20.3 

7,231.8 

2,085.5 

1,681.1 

3.579.5 

2.498.2 

1,977.7 

626.4 

I 14.5 

49.3 

26.0 

14.8 

32.7 

31.5 

5.0 

10,877.2 

1,436.8 

707.0 

3.025.2 

1,341.1 

1,481.6 

165.0 

Haiti 

Honduras 

Jamaica 

Mexico 

Nicaragua 

Panam i 

Paraguay 

137.9 

219.5 

20.0 

560.8 

251.3 

481.2 

75.0 

1,055.7 

3.572.7 

2,037.6 

34,495.7 

2,503.2 

3,401.7 

2,1 15.9 

95.9 

197.4 

15.0 

310.6 

202.2 

341.7 

66.2 

763.0 

1.890,4 

1,295.4 

I 2,180.9 

1,471.8 

1,967.7 

1,5 10.5 

42.0 

22.1 

5.0 

250.2 

49.1 

139.5 

292.7 

1,682.3 

742.2 

22,314.8 

1,03 1.4 

1,434.0 

605.4 

Peru 

Suriname 

Trinidad and Tobago 

Uruguay 

Venezuela 

Regional 

1,386.5 

30.4 

2.4 

336.6 

1.060,4 

500.0 

9,107.2 

60.1 

1,401.8 

3,721.4 

I 3,060.4 

14,275.6 

653.1 

30.3 

1.8 

233.4 

91 1.2 

75.0 

4,872.7 

48.1 

930.6 

2,261.0 

4,405.4 

2,903.2 

733.4 

0.1 

0.6 

103.2 

149.2 

425.0 

4,234.5 

12.0 

471.2 

1,460.4 

8.655.0 

I 1,372.4 

T O T A L $20,074.9 $239,965.5 $10,063.0 $95,749.7 $10,086.8 $144,322.1 

Cumulative loans after cancellations and exchange adjustments. 
1 Excludes Private Sector participations. Total may not add due to rounding 



INTER-AMERICAN DEVELOPMENT BANK 39 

ARGENTINA 

The Bank has made 201 loans totaling $14,912 mil
lion to Argentina. Cumulative disbursements totaled 
$9,536 million. 

Special S t ruc tu ra l A d j u s t m e n t P rogram and 
Strengthening of Banking System Safeguards 
($2.5 billion loan from the OC, with cofinancingfrom 
the World Bank) 

This structural adjustment program, the largest loan 
ever by the Bank, is designed to ensure economic sta
bility, keep macroeconomic reforms on track, and 
maintain the social safety net. The loan is one of a 
series of IDB operations in conjunction with the 
World Bank and the International Monetary Fund 
to counteract the financial shocks resulting from the 
Asian and Russian financial crises. 

Global financial turbulence during 1998 took its 
toll on Latin America's emerging economies, driving 
up country risk premiums and the cost of government 
and private debt issues, and impeding efforts to sus
tain economic and social reforms. For Argentina, the 
sharp and sudden rise in interest rates threatened to 
dampen domestic economic activity and worsen un
employment. 

This program includes a quick-disbursing struc
tural adjustment loan to consolidate and deepen key 
reforms and a second operation to bolster safeguards 
for the country's banking system. Resources will be 
disbursed in tranches based on progress in the fol
lowing areas: 

• Federal-provincial fiscal relations. Streamline 
the tax revenue share-out arrangement and adopt 
provincial taxation mechanisms; 

• Financial sector. Includes harmonizing asset 
and financial transaction taxes to reduce distortions, 
and expediting the sale of portfolios of privatized pro
vincial banks; 

• Social safety net. Preserve spending levels on 
priority programs and improve poverty measurement 
instruments for better targeting; 

• Public utilities: Strengthen regulatory capac
ity. 

The banking system safeguards program will 
support implementation of a bond repurchase facility 

between the Central Bank and commercial banks. 
Established as part of the reform of the banking sec
tor, the system is designed to ensure banking system 
liquidity in the event of a run on deposits. 

Emergency Flood Rehabilitation Program 
($300 million loan from the OC) 

This program will mitigate economic losses and re
pair damage to social infrastructure in six provinces 
that have been hardest hit by flooding caused by the 
weather phenomenon El Niño. The operation will 
also strengthen the response capacity of institutions 
that manage such emergencies, making it possible to 
attenuate the destructive effects of natural disasters 
in the future. 

By the Spring of 1998, flooding from El Niño 
had affected nearly 40 percent of the territory of the 
provinces of Corrientes, Entre Ríos, Chaco, Sante Fe, 
Formosa and Misiones. Some 100,000 people were 
evacuated, 110,000 jobs lost, and damage to infra
structure estimated at $750 million and to agricul
tural production at $1 billion. The poor were particu
larly affected, since they often live in the most ex
posed and vulnerable urban and rural areas. 

The large part of this financing will be used to 
rebuild or repair roads and other transportation in
frastructure, water and sanitation facilities, housing, 
agricultural infrastructure, and community facilities 
such as school and health centers. An emergency 
component of the program covers moving people out 
of flooded or vulnerable areas, establishing and equip
ping temporary shelters, providing food, building 
temporary dikes and installing pumping equipment, 
and making emergency road repairs to reach and 
evacuate victims. 

To strengthen future emergency response, the 
program will design and implement an early warning 
information and communications system, train emer
gency personnel, and carry out watershed studies in 
such areas as dredging and drainage, maintenance, 
protective works and environmental impact. 

Municipal Reform and Development Program 
($250 million loan from the OC) 

Between 1994 and 1997, municipal deficits in Ar
gentina widened as local governments struggled to 
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contend with rising expenditures and low taxing ca
pacity. Constrained by institutional and management 
problems, many of the country's estimated 1,123 mu
nicipalities adopted short-term measures to keep their 
deficits in check, leaving them eventually with fiscal 
shortfalls that will not be easily made up. 

This program will support reform and invest
ment plans that will set out fiscal adjustment targets 
and institutional reforms to increase revenues and im
prove budget management efficiency, to which partici
pating municipalities will be committed. Municipal 
reforms focused on improving tax administration and 
financial management will upgrade policies and regu
lations, modernization of computer systems, and train 
human resources to operate the new systems. The pro
gram will promote sustainable account balancing by 
boosting revenues, tightening controls on expenditures 
and bringing integrated financial management sys
tems; streamline management and operations of city-
utilities and social services; and devise financing 
mechanisms to channel long-term financing from 
capital markets to finance sustainable projects for mu
nicipalities that have carried out the reforms. 

Funding will also be provided for investment 
projects for roads; drainage and flood control; social 
services such as health posts, schools and nursing 
homes; and city services, including lighting, develop
ment of parks and community facilities, and trash 
collection and disposal. 

MAR DEL PLATA, ARGENTINA—The production 

line at the Zanella Mare fish processing plant. The firm 

purchased equipment with financing provided through a 

national technology development program supported by 

a $95 million IDB loan. 

Water Supply and Sanitation Sector Reform 
($250 million loan from the OC) 

This program will promote private sector participa
tion in investment financing and service delivery in 
order to improve the quality, efficiency and 
sustainability of water supply and sanitation systems. 

Increased private participation in the water and 
sanitation sector in the 1990s means that over half 
the Argentine population is now served by an array 
of private entities, including cooperatives, municipal 
institutions, provincial enterprises, semipublic corpo
rations and private concessions. The national govern
ment estimates over $2 billion is needed to further 
expand water and sewerage coverage, and over half 
that investment would have to come from the private 
sector. Despite the government's policy of transfer
ring investment responsibilities, however, the various 

entities providing services continue to have difficul
ties in securing long-term financing for upgrading 
and expansion. 

This program will establish trust funds totaling 
S200 million to cofinance public works projects with 
commercial banks. The aim is to reduce perception 
of risk, encourage private banks to provide broader 
terms, and expand the range of projects with access 
to financing, including control of water pollution. 
Over one million people living in 100 different lo
calities are expected to benefit from the 280,000 new 
water supply or sewer connections to be financed. 

The cofinancing mechanism will also be used 
to promote measures by some 50 service providers to 
improve their administrative, financial, commercial 
and operational management, and to undertake in
stitutional reforms and restructuring to encourage 
private participation. Complementary technical co-
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operation provided by the Multilateral Investment 
Fund will focus on improving regulatory capacity for 
the water and sanitation sector, particularly at the 
provincial level. 

Institutional Support, Fiscal Reform and Invest
ment Planning for the City of Buenos Aires 
($200 million loan from the OC) 

This program will help finance an infrastructure in
vestment plan for the City of Buenos Aires based on 
fiscal consistency, transparent and cost-effective ad
ministration and management, and private sector par
ticipation. 

A Constitutional reform in 1994 elevated the 
City of Buenos Aires to the level of a province, with 
direct local elections and increased responsibilities to 
provide local services. The city has since undertaken 
a series of fiscal and financial administration reforms, 
but it still needs to expand its local resource base, 
modernize management systems, and improve effi
ciency, the quality of services and its debt profile. 

Resources will finance up to 15 percent of an
nual infrastructure works in such areas as education, 
health, urban development and the environment as 
part of the city's three-year investment plan. The city 
in turn has agreed to meet annual fiscal goals relating 
to expenditures, resources and revenues, create a sta
bilization and socioeconomic development fund, re
structure its debt and bring private capital into the 
municipal bank. To support the city's efforts, a mod
ernization subprogram will strengthen the city's tax 
and financial administration, human resources man
agement, investment and procurement systems, and 
legislative and citizen participation procedures. The 
subprogram will provide training, upgrade informa
tion systems and support restructuring of adminis
trative, organizational and regulatory systems. 

Public Sector Reform in the Province of Mendoza 
($80 million loan from the OC) 

This program will support structural reforms to as
sure fiscal solvency, modernize all three branches of 
provincial government, and protect and improve so
cial programs that target the poor. 

Argentina has been engaged in a sweeping fis
cal adjustment process ever since implementing the 

Convertibility Plan in 1991. The provinces have not 
kept pace with national reforms, however, and pro
vincial imbalances have entailed costs to the nation's 
finances. While Mendoza has grown at a rate com
parable to the national average and ranks near the 
provincial mean in terms of per capita income, it has 
had to resort since 1995 to extreme budget austerity 
in order to cover higher debt commitments brought 
on by the "tequila effect" financial crisis. 

This program aims to reduce provincial debt by 
supporting measures to restructure expenditures and 
increase savings. Tax administration will be made 
more effective and executive, legislative and judicial 
branch operating costs streamlined. A public finance 
stabilization fund will be established and legislation 
adopted to require a balanced budget. Provincial ser
vices for energy, transportation and water and sani
tation will be privatized. 

The program will protect current levels of so
cial spending for the poor during the fiscal adjust
ment period, while at the same time supporting 
measures to make social services more efficient. Pri
mary health care coverage is expected to be extended 
to 350,000 people by adopting a system under which 
family physicians are paid through a demand-based 
fee structure. The program will also promote cost re
covery for public health systems and support decen
tralization of service delivery to municipalities and 
NGOs. 

Correo Argentino Investment Program 
($75 million loan from the OCwith a "B"loan of 
$54 million) 

This operation will support the modernization and 
competit iveness of Correo Argentino, S.A., the 
world's first fully privatized national postal admin
istration. 

Regulatory reforms in the Argentine postal sec
tor in the 1990s transformed and deregulated postal 
services to enhance competition and decrease costs. 
This led to an international competitive bidding in 
September 1997 to privatize the national postal ser
vice itself. A 30-year concession was awarded to 
Correo Argentino, S.A., a consortium comprised of 
Sideco Americana, S.A., and Itron S.A., both subsid
iaries of Socma Americana, and Banco de Galicia y 
Buenos Aires. 
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contend with rising expenditures and low taxing ca
pacity. Constrained by institutional and management 
problems, many of the country's estimated 1,123 mu
nicipalities adopted short-term measures to keep their 
deficits in check, leaving them eventually with fiscal 
shortfalls that will not be easily made up. 

This program will support reform and invest
ment plans that will set out fiscal adjustment targets 
and institutional reforms to increase revenues and im
prove budget management efficiency, to which partici
pating municipalities will be committed. Municipal 
reforms focused on improving tax administration and 
financial management will upgrade policies and regu
lations, modernization of computer systems, and train 
human resources to operate the new systems. The pro
gram will promote sustainable account balancing by 
boosting revenues, tightening controls on expenditures 
and bringing integrated financial management sys
tems; streamline management and operations of city 
utilities and social services; and devise financing 
mechanisms to channel long-term financing from 
capital markets to finance sustainable projects for mu
nicipalities that have carried out the reforms. 

Funding will also be provided for investment 
projects for roads; drainage and flood control; social 
services such as health posts, schools and nursing 
homes; and city services, including lighting, develop
ment of parks and community facilities, and trash 
collection and disposal. 

M A R D E L P L A T A , A R G E N T I N A — T h e product ion 

line at the Zanella Mare fish processing plant. The f i rm 

purchased equipment wi th financing provided through a 

national technology development program supported by 

a $95 mill ion IDB loan. 

Water Supply and Sanitation Sector Reform 
($250 million loan from the OC) 

This program will promote private sector participa
tion in investment financing and service delivery in 
order to improve the quality, efficiency and 
sustainability of water supply and sanitation systems. 

Increased private participation in the water and 
sanitation sector in the 1990s means that over half 
the Argentine population is now served by an array 
of private entities, including cooperatives, municipal 
institutions, provincial enterprises, semipublic corpo
rations and private concessions. The national govern
ment estimates over $2 billion is needed to further 
expand water and sewerage coverage, and over half 
that investment would have to come from the private 
sector. Despite the government's policy of transfer
ring investment responsibilities, however, the various 

entities providing services continue to have difficul
ties in securing long-term financing for upgrading 
and expansion. 

This program will establish trust funds totaling 
$200 million to cofinance public works projects with 
commercial banks. The aim is to reduce perception 
of risk, encourage private banks to provide broader 
terms, and expand the range of projects with access 
to financing, including control of water pollution. 
Over one million people living in 100 different lo
calities are expected to benefit from the 280,000 new 
water supply or sewer connections to be financed. 

The cofinancing mechanism will also be used 
to promote measures by some 50 service providers to 
improve their administrative, financial, commercial 
and operational management, and to undertake in
stitutional reforms and restructuring to encourage 
private participation. Complementar)' technical co-
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operation provided by the Multilateral Investment 
Fund will focus on improving regulatory capacity for 
the water and sanitation sector, particularly at the 
provincial level. 

Institutional Support, Fiscal Reform and Invest
ment Planning for the City of Buenos Aires 
($200 million loan from the OC) 

This program will help finance an infrastructure in
vestment plan for the City of Buenos Aires based on 
fiscal consistency, transparent and cost-effective ad
ministration and management, and private sector par
ticipation. 

A Constitutional reform in 1994 elevated the 
City of Buenos Aires to the level of a province, with 
direct local elections and increased responsibilities to 
provide local services. The city has since undertaken 
a series of fiscal and financial administration reforms, 
but it still needs to expand its local resource base, 
modernize management systems, and improve effi
ciency, the quality of services and its debt profile. 

Resources will finance up to 15 percent of an
nual infrastructure works in such areas as education, 
health, urban development and the environment as 
part of the city's three-year investment plan. The city 
in turn has agreed to meet annual fiscal goals relating 
to expenditures, resources and revenues, create a sta
bilization and socioeconomic development fund, re
structure its debt and bring private capital into the 
municipal bank. To support the city's efforts, a mod
ernization subprogram will strengthen the city's tax 
and financial administration, human resources man
agement, investment and procurement systems, and 
legislative and citizen participation procedures. The 
subprogram will provide training, upgrade informa
tion systems and support restructuring of adminis
trative, organizational and regulatory systems. 

Public Sector Reform in the Province of Mendoza 
($80 million loan from the OC) 

This program will support structural reforms to as
sure fiscal solvency, modernize all three branches of 
provincial government, and protect and improve so
cial programs that target the poor. 

Argentina has been engaged in a sweeping fis
cal adjustment process ever since implementing the 

Convertibility Plan in 1991. The provinces have not 
kept pace with national reforms, however, and pro
vincial imbalances have entailed costs to the nation's 
finances. While Mendoza has grown at a rate com
parable to the national average and ranks near the 
provincial mean in terms of per capita income, it has 
had to resort since 1995 to extreme budget austerity 
in order to cover higher debt commitments brought 
on by the "tequila effect" financial crisis. 

This program aims to reduce provincial debt by 
supporting measures to restructure expenditures and 
increase savings. Tax administration will be made 
more effective and executive, legislative and judicial 
branch operating costs streamlined. A public finance 
stabilization fund will be established and legislation 
adopted to require a balanced budget. Provincial ser
vices for energy, transportation and water and sani
tation will be privatized. 

The program will protect current levels of so
cial spending for the poor during the fiscal adjust
ment period, while at the same time supporting 
measures to make social services more efficient. Pri
mary health care coverage is expected to be extended 
to 350,000 people by adopting a system under which 
family physicians are paid through a demand-based 
fee structure. The program will also promote cost re
covery for public health systems and support decen
tralization of service delivery to municipalities and 
NGOs. 

Correo Argentino Investment Program 
($75 million loan from the OCwith a "B"loan of 
$54 million) 

This operation will support the modernization and 
competit iveness of Correo Argentino, S.A., the 
world's first fully privatized national postal admin
istration. 

Regulatory reforms in the Argentine postal sec
tor in the 1990s transformed and deregulated postal 
services to enhance competition and decrease costs. 
This led to an international competitive bidding in 
September 1997 to privatize the national postal ser
vice itself. A 30-year concession was awarded to 
Correo Argentino, S.A., a consortium comprised of 
SidecoAmericana, S.A., and Itron S.A., both subsid
iaries of Socma Americana, and Banco de Galicia y 
Buenos Aires. 
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Under its initial investment program, Correo 
Argentino will modernize its sorting centers and dis
tribution points, improve management capacity and 
efficiency, upgrade communications systems and ma
chinery, and rehabilitate post office buildings. The 
project will reconfigure and retrain the labor force, 
and strengthen health and safety conditions at the 
company. 

This ground breaking transaction will enhance 
efficiency in postal operations, promote competition, 
provide improved services and product diversification, 
and will set an important precedent for future postal 
privatizations and private sector participants world
wide. 

Support for Railroad Improvements 
($75 million guarantee from the OC) 

This is the first guarantee operation in Argentina, 
supporting a $598 million private sector project in 
Buenos Aires designed to improve railroad service of 
the Mitre and Sarmiento lines. The project for Trenes 
of Buenos Aires S.A. is designed to substantially im
prove both the quality and frequency of service for 
the passenger train system of Buenos Aires, reduc
ing traffic congestion and automobile and bus pol
lutants in the greater metropol i tan area. The 
investment plan includes a government subsidy of 
$406 million and $192 million in equity and inter
nal cash generation. The main sponsors of the 
project are Cometrans S.A., Motive Power Indus
tries, Inc., and Burlington Northern Railroad Co. 
The IDB guarantee covers up to $75 million of a 
total loan of $207 million. The guarantee covers 
risks for the payment of notes, including transfer
ability and convertibility risk. The guarantee facil
ity offers a mechanism that facilitates the market 
placement of financial instruments by commercial 
banks mobilizing local and international financial 
resources that otherwise would not be available. 

Support for Argentine Natural Gas Pipeline 
Company 
($75 million loan from the OC, $300 million "B"Loan) 

This financing will support the five-year capital in
vestment plan of Transportadora de Gas del Sur S.A., 
one of Argentina's two privately owned natural gas 

M E N D O Z A , ARGENTINA—An irrigation canal in 

the Alto Verde Zone of the Phillips District was among 

the public works financed by a $125 million IDB for agri

cultural modernization in 1995. 

transportation companies. The resources will contrib
ute to the company's expansion, technological im
provement, efficiency, safety and reliability. Among 
the activities that will be financed are the expansion 
and enhancement of existing pipelines. The IDB's 
participation in the expansion program is intended 
to improve TGS ' credit rating, helping to increase the 
company's financing opportunities in the private capi
tal markets. This will demonstrate the Bank's con
t inuing commi tmen t to the expansion of 
infrastructure in the pr ivat izat ion and pos t -
privatization process. The IDB package consists of a 
loan from ordinary capital of up to $75 million loan 
and up to $300 million in financing from institutional 
investors under subscription of participation agree
ments with the IDB. 
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Program to Assist Children and 
Adolescents at Risk 
($10 million loan from the OC, $10 million loan 

from the FSO and $10 million grant local FSO 
resources) 

This program will develop a network of public and 
private institutions to help children at risk from vul
nerable families to integrate them into society. 

In some parts of Argentina, nearly a third of all 
young people live in poverty, making them all the 
more vulnerable to problems that perpetuate the pov
erty cycle, including family instability, dropping out 
of school, violence and crime, and teenaged preg
nancy. Like other countries in the region, Argentina 
has found that traditional social services frequently 
do not reach these most marginalized families and 
children. 

An estimated 90,000 young people in 19 prov
inces will directly benefit from activities financed by 
this program, including extra tutoring, day care, shel
ter and foster family care, job training and counsel
ing. Another 230,000 young people are expected to 
benefit from information campaigns about the rights 
of children and to whom they can turn for help. 

The program will give priority to provinces with 
the highest unemployment and poverty rates, with 
most of the 90 projects to be financed carried out by 
civil society organizations. Training and technical as
sistance in management and interinstitutional coor
dination will be provided to youth service agencies in 
the participating provinces and municipalities. 

Judicial System Reform 
($10.5 million loan from the OC) 

This program will make the justice system more mod
ern, efficient and accessible by introducing new man
agement and administrative systems for prosecutor and 
public defender offices, strengthening provincial 
courts, and supporting crime prevention policies. 

The Argentine judicial system handles approxi
mately 1.9 million cases each year. In terms of per
cent of GDP, Argentina allocates nearly twice the 
financial resources for criminal justice as do devel
oped countries such as the United States and Spain, 
yet judges in those countries handle 50 percent more 
cases annually. 

This program will improve caseload manage
ment by strengthening administrative, financial and 
human resource systems, training attorneys and staff, 
and installing computerized information systems. 
Cases handled by the country's 108 judicial offices and 
the 30 delegations in the interior will be recorded and 
monitored. To reduce backlogs, the program aims to 
increase the number of court cases filed by 30 percent 
and the supply of defense counsel by 70 percent, as 
well as institute mandatory pretrial mediation. 

Training, studies and the dissemination of best 
practices and model experiences will also aim to im
prove and modernize the administration of justices 
in the provinces. A legal compendium will be devel
oped to classify and consolidate all current legislation 
and legal procedures. Finally, the program will sup
port crime prevention by strengthening the technical 
capacity of law enforcement agencies, particularly to 
improve statistical information in high-crime areas in 
order to establish early alert systems. 

Federal Program for Women 
($7.5 million loan from the OC) 

This program will strengthen both public and pri
vate institutions that are working to combat discrimi
nation and promote public policies that address 
gender issues. 

Formal establishment of women's support agen
cies in Argentina is the result of nearly two decades 
of efforts by women both inside and outside govern
ment. Today, the National Council of Women oper
ates at the federal level, while there are provincial and 
municipal agencies in support of women in Buenos 
Aires and 20 provinces. Despite this achievement, 
long-term improvements in the status of women in 
Argentina depend in part on strengthening the insti
tutional capacity of these organizations that are work
ing on their behalf. 

Technical assistance and training provided by 
this program will improve the ability of the National 
Council of Women and the provincial agencies to 
formulate, monitor and evaluate public policies and 
programs, particularly those targeting the poor. 
Workshops will be held to develop strategies in such 
areas as planning, developing project proposals, com
munications and marketing, and fundraising. The 
program will also support local initiatives by inviting 
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academic and other nongovernmental institutions to 
develop programs to address key policy priorities such 
as rural and indigenous women, female unemploy
ment and domestic violence. Finally, the program will 
finance development of a National Women's Infor
mation System to disseminate and enhance access to 
information on gender issues. 

Geographic Information System Support for 
Highway Planning and Management 
($700,000 grant from thefapan Special Fund) 

Increased regional trade as a result of the M E R C O 
SUR agreement has made it more important than 
ever to improve the transportation network among 
the Southern Cone countries. All-weather connec
tions between Chile and Argentina are particularly 
important, and as part of MERCOSUR itself the two 
countries have agreed to upgrade and integrate their 
highway connections through such efforts as the 
Andean Highway Passes Program. 

This program will establish a Geographic In
formation System (GIS) to support transportation 
planning and maintenance, pavement management 
and regional transport analysis. GIS satellite imagery 
provides the data needed to quickly update regional 
maps and transportation networks. Spatial data is 
stored in digital format. 

This operation is expected to lay the founda
tion for a nationwide, multi-agency GIS to guide fu
ture highway decisionmaking. Computer equipment 
and digital data will be provided, and an international 
consulting team contracted to design and implement 
the system. Personnel from the National Highway 
Directorate and the Secretariats of Public Works and 
Transport will be trained in use of the system. 

Human Resource Management System 
($2.5 million MIFgrant) 

The general objective of the program is to encourage 
microenterprise and small and medium-sized enter
prises (MSMEs) owners to invest in human resources 
training at all levels: executive staff, middle manage
ment, and workers, through two subprograms. The 
first subprogram will adjust the supply of training, so 
that it meets the need for human resources training 
and retraining among MSMEs in a more flexible, 

practical and concrete fashion. The second subpro
gram will implement an efficient system to assess 
needs and plan training activities at the enterprise 
level. 

Strengthening Water and Sanitation Sector 
Privatization 
($1.9 million MIFgrant) 

The main objective of this project is to strengthen 
regulatory capacity in the water supply and sanitation 
sector at the provincial and local level. The specific 
objectives are: (i) to strengthen the agencies' capacity 
in terms of rate regulation; (ii) to develop mechanisms 
for community and consumer participation; (iii) to 
promote the mechanisms; and (iv) to facilitate the 
participation of private capital in financing the re
quired investments. 

Water Regulatory Agency - Buenos Aires 
Province 
($1 million MIFgrant) 

The objective of this project is to support the estab
lishment and startup of the regulatory agency for the 
water and sanitation sector in the province of Buenos 
Aires and contribute to the transfer of regulatory 
know-how and experience in the sector in Argentina. 
The program provides for the use of M I F resources 
to carry out the following activities: (i) establishment 
and startup of the Organismo Bonaerense de Aguas y 
Saneamiento, including the development of its orga
nizational structure, staff training, and the design of 
information and customer participation systems; 
(ii) strengthening of the regulatory framework, in
cluding the development of a rate system and service 
quality control procedures; and (iii) workshop to 
share experiences in regulating the sanitation sector 
in Argentina. 
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A B A C O ISLAND, BAHAMAS—A plant operator ad

justs new generators installed at the BEC power plant at 

Marsh Harbour. A $31.8 million Bank loan in 1991 up

graded and expanded electricity service throughout the 

Bahamas. 

BAHAMAS 

The Bank has made 13 loans totaling $261 million 
to the Bahamas. Cumulative disbursements totaled 
$210 million. 

Family Islands Water Project 
($14 million loan from the OC) 

This program will finance improvements in the qual
ity and coverage of potable water service, mostly in 
low-income areas, on Abaco, Eleuthera and Exuma, 
three of the largest Family Islands. 

The government's Water and Sewerage Corpo
ration operates about 50 water systems on the 400-

mile long chain of Family Islands, the name given to 
all other islands in the Bahamas besides Grand 
Bahama and New Providence. Daily water consump
tion by households is low because of relatively high 
tariffs coupled with lower income levels than in the 
country's population centers; available if not always 
clean groundwater resources; and service problems 
due to aging systems. 

Investments under this program for 13 potable 
water systems, including those of Marsh Harbour and 
Treasure Cay in Abaco, will eventually increase daily 
production by 60 percent. The program will expand 
wellfields, replace storage tanks and distribution 
pumps and lines, and develop new potable water 
sources for isolated communities. A new customer 
information system will be established and 2,000 wa
ter meters installed. Project studies to develop a strat
egy to regulate and manage groundwater resources 
will be accompanied by public information campaigns 
about the risk of using polluted, nonpiped water. 

Adolescent Reproductive Health Education 
($1.2 million grant from the fapáñese Trust Fund for 
Consultancy Services) 

Teenage pregnancy and other problems associated 
with adolescent sexual activity have become more 
prevalent in the Bahamas over the past 10 years. The 
Bahamian government launched a national reproduc
tive health and family planning program in 1997 in 
part to deal with this growing concern, but the pro
gram is still in its incipient stages in terms of out
reach. 

This operation aims to reduce unintended preg
nancies and sexually transmitted infections (STI) 
through a reproductive health information, education 
and communication campaign in schools and com
munities. Workshops will be held for 300 public and 
private school teachers and counselors on New Provi
dence and Grand Bahama to help them better incor
porate reproductive heal th issues into school 
programs. Seven schools will be selected for an in-
depth pilot intervention involving on-site training, 
testing educational materials, and parental education. 
A broader outreach program for parents, community 
leaders, social workers and primary health care pro
viders will focus on adolescent health issues, preg
nancy and STI prevention methods, local options for 
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reproductive health care and counseling, building 
parent-child communication skills, and promoting 
responsible sexual behavior and motherhood. Finally, 
reproductive health class modules and other educa
tional and public outreach resource materials will be 
developed and distributed. 

The program will be carried out by the Baha
mas Family Planning Association, a Nassau-based 
nongovernmental organization that is a member of 
the International Planned Parenthood Federation. 

Promoting Expanded Private Sector Development 
($1.3 million MIFgrant) 

The basic objectives of the project are to assist the 
Government of the Bahamas in establishing a fully 
developed legal and regulatory framework for the en
ergy, telecommunications, water and sewerage, and 
solid waste sectors, and to help strengthen the insti
tutional capacity for managing and enforcing envi
ronmental protection policies and measures. The 
project will provide the financial assistance required 
to hire expert services to prepare the normative in
struments, develop the operating procedures, design 
the institutional organization, and provide advice on 
staffing requirements, training needs, and informa
tion systems to render the Public Utilities Commis
sion fully operational and the Bahamas Environment, 
Science, and Technology Commission effective in 
discharging its responsibilities. 

Strengthening the Cooperative 
Credit Union System 
($660,000 MIFgrant) 

The objective of this project is to enhance the avail
ability of financial services for small and microenter
prises, specifically the improved supply of credit to 
the sector, through the strengthening of the credit 
union system, as a target group oriented provider of 
financial services. The project consists of the follow
ing activities (i) strengthening of the Credit Union, 
through the introduction of SME credit know-how 
and training of Board members and staff, improved 
administration and control, as well as modernizing 
of products and product delivery; (ii) strengthening 
of the Bahamas Cooperative League Limited, 
through the improvement of services offered, reform 

of the fee basis and establishment of a Monitoring 
and Supervision Unit; and (iii) definition and imple
mentation of Prudential Norms and a Supervision 
Structure for the credit union system. 

Program to Support Capital Markets 
Modernization 
($500,000 MIF grant) 

This project will assist the government of Bahamas 
to: (a) upgrade the existing Securities Board to pro
vide the expertise and authority to adequately regu
late primary and secondary trading of securities, (b) 
support the development of the Bahamas Interna
tional Securities Exchange (BISX) through training 
and structural guidelines, and (c) promote and edu
cate the public about the upgraded Securities board 
and the newly-formed BISX. 

BARBADOS 

The Bank has made 37 loans totaling $387 million 
to Barbados. Cumulative disbursements totaled 
$229 million. 

Education Sector Enhancement Program 
($85 million loan from the OC, with cofinancingfrom 
the Caribbean Development Bank) 

This program will help the education system produce 
the skilled workforce required to drive a modern 
economy by providing the hardware, software and 
technological infrastructure to computerize all of the 
country's primary and secondary schools. 

Having achieved universal basic education, Bar
bados now faces the challenge of improving the qual
ity of its education system and strengthening its 
capacity to keep pace with economic and technologi
cal change. This program is to provide schools with 
the information technology, teaching methodology 
and educational materials necessary to prepare stu
dents for what is fast becoming a more knowledge-
based, service-oriented and entrepreneurial workplace. 

The program will provide the island's 80 pri
mary and 23 secondary schools with the hardware, 
software and networking infrastructure necessary for 
computerization. Some 10,000 computers will be in
stalled in classrooms, libraries and offices. "Media 
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centers" created in classrooms will include a televi
sion, video cassette player and TV-PC converter. An 
estimated 50,000 students will benefit from the pro
gram, and it is expected that by the year 2005, three-
quarters of all graduates will have achieved acceptable 
levels of computer mastery. 

The program will also finance school repairs 
and upgrades to make them computer and network 
ready, as well as general structural repairs. Finally, 
teaching materials will be developed and training pro
vided for 4,000 teachers, school administrative and 
support staff and Ministry of Education officials. 

Solid Waste Management Program 
($13 million loan from the OC) 

This program looks to protect the environment and 
improve public health by financing construction of 
modern and efficient waste disposal facilities. 

The beaches and natural beauty of Barbados are 
important for its tourism industry, so a clean envi
ronment—including proper waste disposal—is key to 
the island's economy. But management of some 
150,000 tons of solid waste generated annually in 
Barbados is hampered by inefficient collection and 
disposal. 

This program will finance construction of a be
low-ground sanitary landfill to provide space for solid 
waste for 20 years. A 110,000 m3 recompacted clay 
liner one meter thick will line the perimeter to elimi
nate the risk of soil and groundwater pollution. A 
transfer station will be built and equipped to com
pact and deliver waste to the landfill. Roads in the 
area will be upgraded or repaired to assure safe trans
port. Finally, a new composting facility will divert 
over 20,000 tons a year of organic yard and garden 
waste. 

Environmental education activities financed 
through the program will range from media cam
paigns to recycling incentives and community semi
nars for businesses and residents. Private sector 
participation will be fostered by their involvement in 
construction and operation of the new facilities. 

BELIZE 
The Bank has made 3 loans totaling $20 million to 
Belize. Cumulative disbursements totaled $1 mil
lion. 

Southern Highway Project 
($16 million loan from the OC, with cofinancingfrom 
the International Cooperation Development Fund and 
the Caribbean Development Bank) 

This project will upgrade and pave 64 kms of the only 
highway between the less developed southern region 
and the country's centers of administration and com
merce. A key part of Belize's national development 
strategy, the project is expected to bring economic 
gain to the agriculture and tourism industries, im
prove access of the poor to social services, and ben
efit the environment. 

The Southern Highway covers 167 kms from 
Dangriga to Belize's southernmost city, Punta Gorda. 
Financing to upgrade the highway is being provided 
by several bilateral and multilateral sources, with work 
on different sections of the road in various stages of 
completion. When completed, the project will reduce 
transportation costs for banana and citrus growers 
and other farmers, open the region to more tourism 
(including visitors traveling the Ruta Maya), and im
prove access of local communities to schools and 
health facilities. 

The IDB-financed section encompasses the 
Stann Creek District, home to nearly 10 percent of 
the nation's population. In addition to paving over a 
third of the highway itself, this project will finance 
repairs of 176 kms of rural secondary and feeder 
roads, including construction of drainage structures 
and surface graveling. Equipment financed by the 
project will also be used for road maintenance. 

Finally, a companion project approved in 1997 
will address indigenous, social and environmental 
concerns—outlined in IDB-financed impact stud
ies—with measures to protect vegetation, prevent 
erosion, protect forest reserves and promote sustain
able development in the southern region. 
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BOLIVIA 

The Bank has made 133 loans totaling $2,649 
million to Bolivia. Cumulative disbursements 
totaled $2,172 minion. 

Housing Policy Support Program 
($60 million loan from the FSO) 

This program supports legal and institutional mod
ernization of the Bolivian housing sector so as to en
able its real state and financial markets to work more 
efficiently. However, most of the IDB financing will 
fund basic services and social infrastructure through 
neighborhood upgrading projects for many poor ur
ban areas. 

Bolivia's urban population has doubled over the 
past 20 years as rural families have migrated to cities. 
Informal urban settlements have grown because of the 
pressing need for housing by migrants with little pur
chasing power and unstable incomes, and because real 
estate and financial markets have not been able to meet 
their needs. Substandard and unauthorized develop
ment, often with inadequate services, now accounts for 
nearly a third of urban housing built each year. 

This program supports a legal and institutional 
reform process whose aim is to reduce housing pro
duction, transaction and financing costs. An esti
mated 23,000 low-income families will benefit from 
investments in potable water, sewerage and sanita
tion facilities, road improvements, community and 
day care centers, and land titling. The program will 
also provide the Nacional Financiera Boliviana 
(NAFIBO) access to long-term funds in order to pro
mote housing loans through the sale of mortgage-
backed securities on the secondary market. 

Institutional reforms supported through this 
program will review the legal framework for urban 
development, establish a reliable and efficient prop
erty and mortgage registration system, and allow 
mortgages to be securitized. 

Program for Fiscal Adjustment and Maintenance 
of Social Spending 
($50 million loan from the FSO) 

The goal of this sector loan is to protect priority so
cial spending that helps the poor without compro

mising the macroeconomic stabilization process. 
Economic growth over the past decade has en

abled Bolivia to regain per capita income levels it had 
achieved prior to the 1980s debt crisis. While there 
has been no dramatic reduction in poverty, economic 
stability has contributed to substantial improvements 
in such social indicators as infant mortality, school 
enrollment and life expectancy. 

Faced with a temporary fiscal shortfall because 
of costs associated with recent pension reforms, the 
Bolivian government requested quick-disbursing 
funds to help balance public finances, maintain eco
nomic stability, and protect social programs. The loan 
will be disbursed in tranches linked to targets estab
lished by the Heavily Indebted Poor Countries 
(HIPC) initiative, which recognizes Bolivia's positive 
macroeconomic performance and makes effective 
debt reduction conditional upon measures in the so
cial sectors. 

The operation will also support policy reforms 
to make social spending more efficient in order to im
prove the quality and coverage of health, education, 
child welfare and low-cost housing programs. Re
forms will better coordinate the social sectors at the 
programming level and improve project planning, 
management, monitoring and evaluation. 

Support for Small Business and Microenterprise 
($35 million loan from the FSO) 

This program will promote development of small busi
nesses and microenterprises by helping them gain ac
cess to credit and technical training. 

Microenterprises and small businesses ranging 
from the poorest self-employed workers in the infor
mal sector to firms with up to 30 employees account 
for three-fourths of Bolivia's workforce. While there 
has been dynamic growth in recent years of 
microfinance institutions that serve these businesses, 
financing remains limited because the commercial 
banks still lack the appropriate technology to serve 
them and are concentrated in the country's largest cit
ies. Many nongovernmental organizations that do 
serve these small firms provide only limited financial 
services because they have no access to domestic sav
ings or official lines of credit. 

This program will channel credit to be used for 
working capital or the acquisition of fixed assets to 
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LA PAZ, BOLIVIA—A $107 million IDB loan is financing construc

tion of a two-lane paved highway along the precarious slopes between 

Cotapata and Santa Barbara north of La Paz. 

establish or consolidate businesses or to increase pro
ductivity. One objective is to make available longer 
loan terms for businesses looking to expand. Inter
mediary financial institutions will assume full credit 
risk for the subloans to help ensure the program is 
carried out under market conditions. Training and 
technical assistance in such areas as marketing, man
agement and accounting will help businesses improve 
their productive structures and the quality of their 
goods and services. 

Aguas del Illimani Water and Sanitation Project 
($15 million loan from the OC, with cofinancingfrom 
the International Finance Corporation and the 
Andean Development Corporation) 

Home connections for potable water and sanitary 
sewerage significantly improve public health and in
creasingly are viewed not as a convenience but as a 
precondition for an acceptable quality of life. This 

private sector project will improve and expand water 
and sanitation services to low-income households in 
La Paz and El Alto. 

In 1997, Aguas del Illimani, an international 
consortium headed by Suez Lyonnais des Eaux, was 
awarded a 30-year concession for the operation, 
maintenance and improvement of the water and sew
erage systems of La Paz and El Alto, a metropolitan 
area with a combined population of about 1.3 mil
lion. This loan will help finance the company's in
vestment plan through the year 2001, including 
construction of the Condorini dam and water intake 
and the Huayna Potosi Dam, along with installation 
of pipelines for connection to existing facilities. The 
program will finance 71,000 home connections for 
potable water in El Alto and 38,000 for sewerage be
tween La Paz and El Alto. 

The new facilities are expected to significantly 
reduce waters losses and increase the quality of water 
and sanitation services. The program is the first pri-
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vate concession in Bolivia's water and sanitation sec
tor, and is expected to facilitate access of other cities 
to international financial markets. 

Geographic Information System Support for 
Transportation Planning and Infrastructure 
Management 
($720,000 grant from thefapan Special Fund) 

This program will develop and implement a Geo
graphic Information System (GIS) for more effective 
and efficient transportation planning and manage
ment, particularly for MERCOSUR-level transpor
tation projects focusing on inter-oceanic corridors. 

A GIS stores spatial data in digital format, en
abling the user to visualize the contents of the data
base by producing outputs such as maps, and its 
satellite imagery provides the data needed to quickly 
update maps and transportation networks. In the case 
of Bolivia's transportation priorities, such an analyti
cal tool would provide a continuously updated plan
ning and management database for developing the 
transportation infrastructure and routes for access to 
ports, particularly the corridor Arica-Santa Cruz-
Cuiabá and Santa Cruz-Puerto Suarez. 

This program will focus on developing a spatial 
database for project planning and infrastructure man
agement, as well as a specific GIS-based decision 
model to support multi-modal transportation plan
ning. Activities will be integrated with ongoing stud
ies of inter-oceanic transport alternatives. The 
program will install GIS hardware and software, 
other equipment, incorporate relevant spatial data, 
and provide training and materials on operation of 
the system. The compiled data will be made avail
able to all interested government and nongovernment 
agencies. The GIS will support creation of an auto
mated highway inventory system, pavement evalua
tion, socioeconomic and environmental impact 
analysis, and infrastructure and project management. 

Bolivia Capital Activo 
($4.9 million MIF equity investment) 

The main objective of this project is to create a ven
ture capital fund for small Bolivian companies that 
will provide an effective and commercially viable ve
hicle to assist in the business development of small 

companies in La Paz, Santa Cruz, and other Boliv
ian cities. The fund will have an operating life often 
years. 

Support to Small Industrial Enterprises 
($2.1 million MIFgrant) 

The project's main purpose would be to develop a 
market in specialized business services that help small 
businesses improve their competitive position. The 
specific goals are to (a) articulate the demand for busi
ness services among small businesses by helping to 
identify what their needs are in management train
ing, product and production process technologies, 
quality control, marketing and foreign trade; and (b) 
help develop a supply of business services that, by 
strengthening the local industrial consulting capac
ity, promoting support services and developing meth
ods suited to small businesses, improve the latter's 
ability to compete. 

Development of Mechanisms for Export and 
Investment Promotion 
($1.5 million MIFgrant) 

The program's overall objective is to contribute to the 
positioning of Bolivia in the global marketplace by 
establishing mechanisms for promoting exports and 
investment. The financing will support the Ministry 
of Foreign Trade and Investment in designing strat
egies and national programs and provide the neces
sary tools to effectively implement commercial policy 
and promote private sector participation. 

Support Services for Competitive Urban 
Microenterprises 
($1.3 million MIFgrant) 

The overall objective is to boost the competitiveness 
of urban microenterprises in Bolivia through im
proved access to business development services in 
nine cities in Bolivia. The project will support the 
Instituto para el Desarrollo de la Pequeña Unidad 
Productiva (IDEPRO) in its services to microbusi-
nesses through advisory assistance, training and trade 
information. 
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Supervision of Non-banking Services 
($1.2 million MIF grant) 

The main objective is to develop and improve the 
quality of financial services for disadvantaged groups 
and microenterprise in Bolivia by strengthening the 
Superintendency of Banks and Financial Entities so 
as to ensure effective supervision of the increasing in
termediation of nonbanking entities, to put proper 
rules and procedures in place, and to incorporate 
within the financial systems institutions providing 
credit services for small businesses and microenter
prises and home financing for low-income groups. 

Support for the Consolidation and Development 
of the Securities Market 
($1.15 million MIF Grant) 

The project will support the development and con
solidation of the securities market in Bolivia, improv
ing the quality of financial services. It will support 
the drafting of new regulations for financial markets, 
as well as strengthen the Intendencia de Valores 
through training programs, improvement of the qual
ity of its oversight and the provision of the necessary 
equipment for its operations. 

BRAZIL 

The Bank has made 260 loans totaling $17,225 mil
lion to Brazil. Cumulative disbursements totaled 
$11,784 million. 

Global Multisector Financing Program 
($1.1 billion loan from the OC) 

This comprehensive credit program will support ex
pansion and modernization of the productive sector 
by broadening access to credit for microenterprises, 
small and medium-sized businesses, and private pro
viders of higher education and health services. 

Growing competition from within M E R C O 
SUR and from the globalization of markets demands 
that Brazil increase the productivity of its microen
terprise and small and medium-sized business sectors, 
which together account for a major part of the 
nation's industrial plant and employment. Through 
its network of intermediary financial institutions, the 

National Bank for Economic and Social Develop
ment channeled over $3 billion to such businesses in 
1997 alone. 

This multisectoral credit program will be chan
neled through three rediscount facilities for medium 
and long-term financing. The first window, a credit 
facility for capital goods and working capital for the 
nation's smallest businesses, will include measures to 
regularize such firms with respect to taxation, social 
security, labor and environmental regulations, in turn 
expanding their access to formal credit. The second 
window, directed to medium-sized firms, will pro
vide financing of up to $3 million for capital invest
ments for nearly all manufacturing and service sectors. 
The third window will expand access to credit for the 
growing number of private firms involved in provid
ing higher education and health services, enabling 
them to extend supply and coverage, especially for 
low-income groups. 

The program will also support development of 
a sustainable capital market by assisting intermediary 
financial institutions in developing new financial 
products and market facilities for microenterprises 
and small and medium-sized businesses. 

Habitar Brasil Low-income Neighborhood 
Improvement Program 
($250 million loan from the OC) 

Substandard neighborhoods represent one of Brazil's 
most visible and highest-priority urban social prob
lems. The public sector has been unable to meet 
growing demand for basic infrastructure and social 
services in burgeoning metropolitan areas, and the 
market has been slow to provide low-cost housing. 
The result in many cases has been that the poor have 
crowded into shantytowns in urban centers close to 
sources of employment or into irregular settlements 
on the urban periphery. 

This program will finance comprehensive im
provements in some 70 low-income neighborhoods, 
including infrastructure such as water supply and sew
erage, electricity, roads and drainage, and health 
posts, schools, day care, parks and other community 
facilities. Financing will also support land titling, 
housing repairs and construction of low-cost homes, 
and resettlement of families living in areas prone to 
natural disasters. The program will bring about a di-
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rect improvement in the lives of some 70,000 fami
lies now living in substandard housing. 

Projects will be designed through a participa
tor)' management process involving state govern
ments, municipalities and communities. Under a 
matching grant mechanism, the program will finance 
initial project stages, with subsequent improvements 
financed by local governments. Financing and tech
nical assistance will be provided to 35 municipalities 
to develop a strategic plan for substandard settlements 
that will include community surveys, needs analyses, 
urban information systems, zoning documents and 
urban planning systems, and creation of land regis
tries. 

Porto Alegre Municipal Development Program 
($76.5 million loan from the OC) 

This program will upgrade a key commuter highway 
into the city, build basic infrastructure in low-income 
neighborhoods, and improve the efficiency of munici
pal administration. Both the infrastructure and insti
tutional components of the program were priorities 
of the community, which participated in meetings 
held to seek public input. 

Porto Alegre has 1.3 million inhabitants and is 
Brazil's eighth largest city. The core of its metropoli
tan area includes 22 neighboring municipalities. The 
concentration of economic activities such as trade and 
services in downtown Porto Alegre has led to heavy 
traffic congestion. This adversely affects economic ac
tivities and the area's population. 

This program will finance widening and a bus-
only lane along 12.3 km of the Perimetral III, a key 
north-south commuter highway that will improve 
access into the city. Sewerage, drainage and safety 
features such as protective walls and traffic signals will 
also be installed. Additional road paving, storm 
drainage, water supply and sanitary sewerage projects 
will benefit some 7,500 families throughout the met
ropolitan area. 

The program will also modernize the adminis
trative procedures of the municipality to achieve a 
higher level of productivity in the delivery of munici
pal services provided to the community such as basic 
sanitation, environmental control and road mainte
nance and highway safety. Goals include cutting pro
cessing time in half for key municipal functions, 
introducing electronic payment methods for taxpay
ers, improving collection procedures for city services, 
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computerizing road maintenance and safety, and 
more closely monitoring industrial pollution. 

Uruguaiana Gas Thermal Plant 
($75 million loan from the OC with a "B" loan of 
$57.8 million) 

This program will support construction and opera
tion of a private gas-powered power plant that will 
sell its electricity to private and public distribution 
companies in the state of Rio Grande do Sul. 

The Uruguaiana plant will provide generation 
at one of the weakest points of the state's distribu
tion network and will improve the quality and reli
ability of service in one of Brazil's fastest growing 
regions. Currently, about two-thirds of electricity for 
Rio Grande do Sul is imported from other states, but 
the transmission lines being used are heavily loaded 
and cannot support future load growth. 

Uruguaiana is the first of 14 gas-fired plants 
with a potential 4,280 M W of capacity that Brazil
ian authorities plan to tender over the next three 
years. In addition to construction of the 600 M W 
gas-fired combined cycle plant, the project will fi
nance two transmission lines and upgrades to accom
panying substations. The plant will be the first 
greenfield independent power producer in Brazil. 
T h e project company, A E S Uruguaiana 
Empreendimentos, Ltda. was established for the sole 
purpose of developing and owning the plant. M W 
output will be sold to two recently privatized distri
bution companies in Rio Grande do Sul and to the 
state electric company, based on a 20-year power pur
chase agreement. The Bank's "A" loan will be made 
directly to the project company without a government 
counter guarantee. The "B" loan is designed to sup
port outside investment by giving comfort to poten
tial investors and commercial lenders on political, 
regulatory and transfer issues. 

Castello-Raposo Toll Road Project 
($75 million loan from the OC, with a "B" loan of $55 
million) 

This program will finance construction and repairs 
of 156 kms of the Castello-Raposo toll road system 
that links the city of São Paulo with Sorocaba and 
Araçoiaba da Serra. 

The Castello-Raposo highway system encom
passes 14 rapidly-growing municipalities, provides 
important connections to other state highways, and 
serves heavy traffic to and from the western part of 
the state, including transportation of agro-industrial 
goods. This project will improve highway safety and 
reduce travel time by an estimated 50 to 80 percent 
along the highway's most congested areas. 

The project will finance construction of a four-
lane divided highway along sections of the system, 
special express lanes in heavy commuter areas, toll 
plazas, pedestrian overpasses, and graded inter
changes. A modern traffic control system will be in
stalled and medical first-aid stations and driver 
assistance services established along the roadway. 

The project involves a 20-year concession with 
the private project company, VIAOESTE, S.A, under 
a build-operate-transfer arrangement. Nearly 70 per
cent of project financing is expected to come from 
private sources, including investments by commercial 
banks under subscription or participation agreements 
under the IDB's "B" loan arrangement. 

Legislative Integration and Participation Network 
($25 million loan from the OC) 

This program will modernize federal, state and mu
nicipal legislatures and increase public participation 
in the legislative process by expanding a nationwide 
information network and developing new technolo
gies, products and services for legislative organization 
and communication. 

Legislative power in Brazil includes the federal 
Senate and House of Deputies, 27 state assemblies 
and thousands of municipal councils. Although much 
of their work requires close coordination, the legisla
tive delegations at each government level operate in
dependent ly and there is little in the way of 
informational structure or formal communication be
tween them. 

A 1997 pilot project initiated the beginnings of 
an information and communication system among 
legislators and between legislators and their constitu
ents (accessible at www.interlegis.gov.br). This pro
gram will expand the informational and educational 
content of InterLegis and extend its reach to subna
tional levels of government, facilitating on-line com
munication, electronic meetings and teleconferences, 

http://www.interlegis.gov.br
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access to databases on legislative issues, and public 
participation in the legislative process. Some 2,500 
legislative assemblies will be provided with the equip
ment to access the system, and legislators and their 
staffs will receive training and technological assis
tance. The program will develop national databases 
of current and model legislation, and some 3,000 new 
legislative webpages. To improve efficiency, the pro
gram will develop or upgrade automated information 
systems involved in the processing of legislation, 
preparation and oversight of budgets, administration, 
and communication with the public. 

National Environmental Fund, II 
($24 million loan from the FSO) 

Established in 1989 and supported by a previous IDB 
loan, the National Environmental Fund has financed 
over 500 projects to date for environmental control, 
protected areas and environmental education. Most 
Fund projects have been carried out by NGOs, com
munity groups and municipalities. 

This program will continue efforts to improve 
environmental quality, recovery and conservation by 
supporting locally-developed environmental projects, 
training those who carry out the projects, and 
strengthening the country's environmental licensing 
system as a preventive measure. Projects will target 
priority regional and national environmental issues as 
well as problems and strategies identified by local 
communities and nongovernmental organizations. 
Types of projects will include creation of conserva
tion units, environmental research and technology 
development, education and outreach activities, and 
natural resource management and conservation. 

The program will also finance a review of rules 
and procedures related to environmental licensing at 
the federal and state levels, as well as the adoption of 
standards, guidelines and monitoring routines. 

Mother and Child Health Care Model 
($4.6 million TC grant from the FSO) 

Despite improvements in leading health indicators 
for mothers and children in Brazil over the past de
cade, the country's infant mortality rate is still among 
the highest in the region. Most problems are associ
ated with preventable complications of pregnancy and 

birth that reflect shortcomings in the coverage and 
quality of prenatal and delivery care. 

This pilot program will introduce a new model 
of maternal and child care for the poor based on pri
mary health care services, outreach and community 
participation. The five participating hospitals—in 
Anápolis, Barbacena, Canindé, Goiás Velho and 
Sobral—are part of a network of private charity hospi
tals in 18 states under the auspices of the Confederação 
das Misericórdias do Brasil (CMB), a nonprofit organi
zation. The objective is to transform the hospitals' tra
ditional curative care model into a preventive 
community-based approach that eventually can be rep
licated in CMB's 1,700 hospitals nationwide. 

Community health agents will be trained to 
provide primary care and hospital referrals, and to 
work directly with families in such areas as sanitary 
education, reproductive health, nutrition, and control 
of diarrheal and respiratory infections. Mul t i -
disciplinary supervisory teams established in each 
hospital will include specialists in pediatrics, obstet
rics, nursing and social work. The program is ex
pected to reach some 42,000 low-income families. 

The program will also finance hospital repairs, 
equipment and services related to maternal and child 
care, including improvements in pre- and postnatal 
care capabilities, lodging for expectant mothers, and 
upgrading of facilities for neonatal high-risk cases and 
for postpartum care. Finally, the process of promot
ing the community outreach model will be promoted 
through workshops, seminars, internships and ex
change visits. 

Community Mobilization Program 
($2.9 million grant from the FSO) 

This operation will support a program by the state of 
Minas Gerais to cofinance community improvement 
projects in poor neighborhoods with nongovernmen
tal organizations. 

T h e C o m m u n i t y Mobi l iza t ion Program 
(CMP) aims to enhance the effectiveness of social 
expenditures by identifying and providing technical 
support and matching funds to initiatives by neigh
borhood groups. This grant will help the C M P sup
port over 100 community development projects such 
as nursing homes, centers for the handicapped and 
daycare centers; small-scale productive activities by 
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farmers and microenterprises; and improvements in 
housing and water and sanitation systems. An esti
mated 50,000 people living in low-income areas are 
expected to benefit. 

Training and technical assistance to 200 NGOs 
and neighborhood associations and 250 project pro
moters will focus on project preparation methodolo
gies, systematizing operat ing procedures and 
regulations, and improving management systems and 
program evaluation. 

Integrated Coastal Management Initiative for 
Tamandaré-Paripueira 
($1.7 million grant from the FSO) 

This project will establish a coastal zone management 
area along 120 kms of shoreline between Tamandaré 
and Paripueira. The objectives are to help local fisher
men maintain sustainable yields, protect fragile marine 
ecosystems, and coordinate the interests of residents, 
tourism operators and other stakeholders in this rap
idly growing coastal area in Brazil's Northeast. 

A zoning plan developed under this initiative 
will include an in-depth inventory and mapping of 
coastal reefs and shelf areas and a management strat
egy to maintain local fishery stocks. The program will 
reinforce the local partnerships necessary for inte
grated coastal management by delineating responsi
bilities in such areas as land-use planning, coastal de
velopment, enforcement and fisheries. Training and 
technical assistance will be provided to the area's ten 
municipalities to strengthen their capacity to make 
sound decisions regarding coastal management. 

By supporting gradual recovery of fishing stocks 
and alternative employment opportunities in tourism 
and service-related businesses, the initiative is expected 
to help some 7,000 fishermen and their families who 
are gradually being displaced by shoreline tourism de
velopment and whose yields have been in decline. En
vironmental benefits win include reduced damage to 
reefs, controlled beach erosion and pollution and main
tenance of marine biodiversity. 

Conservation Planning for the Cantão Region of 
Tocantins 
($750,000 grant from thefapan Special Fund) 

This program will support development of a state 
park and protected area for the Cantão wetlands area 
in the state of Tocantins. 

Environmental conservation and sustainability 
figure prominently in the development strategy of the 
Tocantins government, which hopes to establish 
ecotourism sites to attract visitors from throughout 
the world. As part of that initiative, the government 
is planning to establish a state park covering nearly 
100,000 hectares in the Cantão region, a unique eco
system with a wealth of aquatic and terrestrial wild
life. Another 1.6 million hectares around the park will 
be declared an environmentally protected area, pro
viding legal protection for the wetlands. 

This program will prepare a management plan 
for the park and protected areas and train staff in con
servation management and ecotourism. Studies will be 
carried out on flora and fauna in the region, as well as 
its geology, hydrology and soils. Environmental edu
cation and awareness programs will be held for people 
living in the six communities in or around the park. 

Sustainability of Projects for At-Risk Youth 
($600,000 grant from the FSO) 

This financing will support a series of innovative ini
tiatives to improve the quality and coverage of social 
services for impoverished and at-risk adolescents and 
children in Rio de Janeiro. The projects will be car
ried out by nongovernmental organizations that have 
been involved in ongoing efforts to help at-risk youth 
throughout the 1990s, several of them financed by 
the Bank. 

The program will cofinance, along with munici
palities and other funding sources, 22 different 
projects in two general areas: 

• Preventive family, school or community ac
tion, including incentives to keep children in school, 
cultural and sports programs, family advocacy and 
support networks; 

• Emergency services for children in high risk 
situations, including shelters, group homes, and vio
lence and drug treatment. 
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The program will also develop a media campaign 
to improve public attitudes towards at-risk youth, and 
provide training and technical assistance to strengthen 
participating NGOs in such areas as project design and 
management, fundraising and coordination. 

Promotion of Renewable Energy 
Microenterprises in the Northeast 
($350,000 loan and $250,000 grant from the FSO) 

This financing will support the "Luz do Sol" program 
run by the Teotónio Vilela Foundation (FTV), a 
nonprofit N G O that brings solar electricity to remote 
rural communities by creating renewable energy ser
vice microenterprises. 

Luz do Sol operates essentially as a franchise, 
providing microentrepeneurs with a business plan and 
training, and assistance in obtaining financing from 
financial intermediaries and equipment from manu
facturers of solar energy technology. T h e 
microentrepreneur then sells and installs solar panel 
and battery kits for home use. 

This program will finance a Luz do Sol pilot 
program in 15 remote Northeast communities where 
most residents have no access to electricity and are 
unlikely to benefit from electricity grid extensions in 
the near future. In its first year, the program is ex
pected to install 150 solar energy systems, directly 
benefiting 37,500 people and creating a sustainable 
commercial market both for energy itself as well as 
for ancillary enterprises such as electrical appliances. 

Grant resources will be used to strengthen FTV 
through training and investments in financial and in
ventory management and monitoring skills, and to 
train energy service microentrepreneurs and mainte
nance and repair technicians. 

Job Skills Training of Urban Youth 
($5.1 million MIFgrant) 

The proposed operation would seek to enhance the 
employability of young adults through the Programa 
Capacitação Solidária, which provides vocational as well 
as basic job skills training for Brazil's urban youth be
tween the ages of 14 and 21. Specific objectives are to: 
(i) improve the quality of training and job placement 
services of private training organizations; and (ii) 
strengthen the institutional capacity of the Associação 

de Apoio ao Programa Comunidade Solidária and par
ticipating private training organizations. 

Support for Technology-based Incubators 
($3.5 million MIFgrant) 

The program will contribute to raising the productiv
ity and competitiveness of small industrial enterprises 
in the state of Santa Catarina by establishing technol
ogy incubators in industrial complexes of the region. 
A technology incubator is a specially structured and 
flexible environment in support of new enterprises that 
provides them, for a limited period of time, with shared 
infrastructure, technical assistance and manpower 
training so that they can grow and gain a foothold in 
the market. Technology incubators are an efficient in
strument for economic development, job creation and 
promoting a science and technology-based entrepre
neurial culture. 

Development of Small Technology-based 
Companies 
($5 million MIF equity investment and $3.3 million 
MIFgrant) 

The general objective of this project is to support the 
development of small technology-based enterprises, 
with emphasis on biotechnology companies, prima
rily in the state of Minas Gerais. The project includes 
a technology transfer program and a venture capital 
fund that will make investments in small technology-
based companies. This project has an equity compo
nent of $15 million, of which the M I F contributed 
$5 million, public institutions $5 million and the pri
vate sector $5 million. 

Development of Skills, Standards and Certifica
tion System for the Tourism Sector 
($2.5 million MIFgrant) 

The overall objective of the project is to facilitate im
provements in service quality and increase competi
tiveness by establishing the framework for a system 
of national, competency-based skill standards and 
certification for workers in the tourism sector. 
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Private Participation in Irrigation 
($1.4 million MIFgrant) 

The general objective for the project is to develop the 
national legal and regulatory framework, as well as an 
"investment model" which will expand private sector 
investment in the irrigation sector in the Northeast 
Region. Specifically, the project will: (i) define and 
validate the conceptual framework for private sector 
participation in financing project development; (ii) de
velop the required regulatory framework to allocate 
land rights and leasing arrangements, water conces
sions, setting tariffs, undertake environmental manage
ment of potential environmental and social impacts, 
and in managing contracts; (iii) conduct the "model
ing" for the successful bidding of a pilot irrigation 
project that will allow the participation of the private 
sector in the financing of irrigation investments; and 
(iv) monitor the implementation of the pilot project. 

Pension Fund Reform 
($1.2 million MIFgrant) 

The objectives of the project are to review the legal 
framework and regulations for the private closed 
supplemental pension system, and to strengthen the 
system's regulatory capacity as well as the supervisory 
and compliance monitoring functions of the Supple
mental Pension System Secretariat, the body that 
regulates and supervises the system. 

Water Concession in Goias 
($700,000 MIF grant) 

The project's objective is to create favorable condi
tions for private sector participation in the sanitation 
sector in Goias. The project will develop: (i) an inde
pendent self-financing regulatory state agency; (ii) a 
plan which proposes alternative structures for service 
provision which would increase private sector partici
pation in the management and provision of sanitary 
services in Goias; and (iii) a model of B.O.T. agree
ment using new Brazilian concession legislation. 

CHILE 

The Bank has made 114 loans totaling $4,114 mil
lion to Chile. Cumulative disbursements totaled 
$4,096 million. 

Geographic Information System Support for 
Regional Transportation Planning and Infra
structure Management 
($725,000 grant from thefapan Special Fund) 

This project will develop and implement a Geo
graphic Information System (GIS) to support trans
portation planning and management, particularly for 
regional studies that promote Chile as an export cor
ridor for MERCOSUR. 

With increasing globalization of trade and the 
growth of MERCOSUR, Chile is in a strategic po
sition to become the major Pacific export corridor, 
particularly through development of the Arica-Santa 
Cruz-Cuiabá route and the Andean Mountain Passes 
Program. Significant improvements are needed in 
roads and infrastructure, however, and having GIS 
data available could maximize the efficiency and cost-
effectiveness of those investments. 

The program will install GIS hardware, soft
ware and other equipment, incorporate relevant spa
tial data, and provide training and materials on 
operation of the system. A GIS stores spatial data in 
digital format, enabling the user to visualize the con
tents of the database by producing outputs such as 
maps, and its satellite imagery provides the data 
needed to quickly update maps and transportation 
networks. GIS-based highway planning and manage
ment is expected to strengthen decisionmaking ca
pacity related to maintenance, upgrading and corridor 
selection, and regional analysis of multimodal trans
portation solutions. 
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COLOMBIA 

The Bank has made 183 loans totaling $7,231 mil
lion to Colombia. Cumulative disbursements totaled 
$5,848 million. 

Electric Power Sector Program 
($350 million loan from the OC) 

This program will support policy, regulatory and in
stitutional reforms to make the electricity sector more 
efficient and economical, and to consolidate a devel
opment model for the power industry based on com
petition and private sector participation. 

Despite far-reaching recent changes that have 
modernized much of Colombia's electricity sector, 
public utilities continue to operate under a critical fi
nancial situation and with budgetary constraints. 
Continued success of the modernization process de
pends on access to fresh revenue, particularly from 
the private sector, and on implementing measures to 
guarantee financial sustainability, strengthen regula
tion, and effectively expand coverage to rural areas. 

The goal of this program is to involve the private 
sector in 19 electricity distribution companies through 
the sale of assets to private parties, privatization, con
cessions, or contracts for private management. As part 
of that process, measures will be introduced to sepa
rate the companies' generation, transmission, distribu
tion and marketing services. The program will also 
establish energy assistance funds to rationalize subsi
dies; support actions to consolidate the independence 
and effectiveness of the Energy and Gas Regulatory 
Commission; and design a rural energy policy for ar
eas not connected to the nation's energy grid. 

This fast-disbursing loan will be disbursed in 
tranches based on implementation of project objec
tives. The operation is one of two IDB emergency 
loans approved in 1998 to mitigate the effects on 
Latin America of the world economic crisis, consoli
date and expand structural reforms, and protect so
cial expenditures. 

Citizen Security Program 
($57 million loan from the OC) 

This program aims to reduce violence in the country's 
leading cities by supporting efforts of the national and 

municipal governments to prevent, control and coun
teract factors associated with violence. 

At the national level, a statistical crime report
ing system will be developed in order to most effec
tively diagnose the problem, plan interventions and 
evaluate results. The program will finance technical 
assistance and equipment to support police and com
munity outreach, a national communications strategy, 
and alternative conflict resolution practices. 

The program includes loans directly to the mu
nicipalities of Bogotá, Calí and Medellín, with a guar
antee by the national government. These loans will 
finance local crime reporting stations, jobs and recre
ation programs targeting at-risk youth, police educa
tion, dispute resolution activities for the general public 
and improvements in local access to justice. The latter 
includes establishing "houses of justice" in low-income 
areas that consolidate domestic violence and abused 
children counseling services as well as other social wel
fare programs related to violence prevention. 

A revolving line of credit will also be made 
available for other medium-sized cities looking to 
participate in the program. 

Cartagena Sewer System 
($24.3 million loan from the OC) 

This project will expand and improve sewage service 
for thousands of households and finance construction 
of conector sewers to reduce wastewater runoff into 
Cartagena Bay. 

Nearly a third of Cartagena residents do not 
have sewer service, and existing facilities are either too 
old or small to meet growing demand. 

In southwest Cartagena, the project will expand 
sewer system coverage in six sub-basins that drain into 
the bay. Over 21 kms of service lines will be built, along 
with 10 km of collector sewers and a new pumping 
station. Some 7,000 households, many of them low-
income families, will be connected to the city system. 
Another 19 kms of lines and sewers will improve ser
vice in the Bocagrande District, an important tourist 
area. To reduce untreated discharges into the bay, the 
project will repair the underwater outfall and pretreat 
effluent that runs through it by building a wastewater 
chlorination system and four pumping stations. 
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Tibitoc Water Treatment Facility 
($9 million loan from the OC, with a "B" loan of 
$9 million) 

Because of Bogota's unreliable water supply, the 
Capital District's estimated 7 million residents are 
vulnerable to major shortages and have endured se
vere water rationing in recent years. This project will 
increase the capacity of one of the city's major treat
ment plants, improve the efficiency of water services, 
and reduce the likelihood of future shortages. 

Built in 1959, the Tibitoc plant operates at 
about 40 percent of capacity because of obsolete or 
deteriorated system components. Repairs of the plant 
and the Tibitoc-Casablanca pipeline—integral to the 
city's water distribution network—are seen as the 
most cost-effective solution to Bogota's water prob
lems, since construction of a new plant would be ex
pensive and require more than a decade to bring into 
operation. 

This program will finance a range of mainte
nance, repairs and replacements to restore the origi
nal capacity of Tibitoc and the pipeline, including 
civil and hydraulic works, repairs to electrical and 
mechanical equipment, and a new central control sys
tem for pumps and monitoring system at the intakes. 

Steel lining will be inserted into the 31-km pipeline 
for reinforcement. 

The project will be carried out through a 20-
year concession awarded to a private company whose 
sponsors are the Corporación Financiera del Valle and 
Fanalca, S.A. of Colombia and Compagnie Genérale 
des Eaux of France. The concessionaire will be re
sponsible for the repairs, operation and maintenance 
of the plant, and for assuring its capability to deliver 
a minimum flow capacity. Output will be sold to the 
city's water utility. Commercial bank participation is 
expected to provide $9 million under the "B" loan 
guarantee mechanism through subscription agree
ments with the IDB. 

Support for the Economic Participation 
of Women 
($6.5 million loan from the OC) 

This program aims to reduce barriers to economic 
participation by women by preparing them for the 
workforce and improving the quality of available em
ployment. 

As their educational levels have risen, women's 
participation in the urban labor market in Colombia 
has increased dramatically in recent years. Despite 
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some declines in salary differentials, however, women 
continue to earn almost 30 percent less than men do
ing the same job. 

To improve competitiveness and productivity, 
this operation will provide training and technical as
sistance to 400 companies owned or managed by 
women or with a high percentage of women employ
ees. Programs will include retraining for workers, 
workshops in such areas as planning and technological 
management for women managers and executives, net
working of institutional and professional resources, and 
support for fair hiring and promotion systems. 

To strengthen the transition from school to 
work, the program will establish four job placement 
centers and provide early vocational guidance coun
seling for some 24,000 young people at 120 schools 
in Bogotá, Calí and Medellín. Finally, a research cen
ter created to study women and the labor market will 
identify policies that promote gender equality in the 
workplace, as well as monitor working conditions, 
business competitiveness and market opportunities. 

Support for Peaceful Coexistence 
($700,000 grant from thefapan Special Fund) 

This program will help address the problem of vio
lence by establishing dispute resolution centers in 
Cartagena, and by providing technical support to the 
national and local governments to implement a 
broader citizen security program also being financed 
by the Bank. 

The three centers financed by this program— 
serving the Cartagena neighborhoods of Olaya, 
Herrera-La Esperanza, El Pozón, and El Socorro-
Nelson Mandela—are designed to settle day-to-day 
disputes through the use of alternative and nonjudi
cial resolution approaches. This financing will sup
port community outreach to identify sources of 
conflicts and training for leaders to provide concilia
tion services. 

This program will also assist Bogotá, Calí, 
Medellín and other cities in implementing a broad 
range of interventions to prevent violence. Consult
ing services will be provided to help design and evalu
ate crime information systems, youth support and 
juvenile delinquency programs, improved access to 
justice, community outreach by police, and citizen's 
watch programs. 

Technical Training for the Paper Industry 
($1.9 million MIFgrant) 

The overall objective of the project is to make the 
Colombian pulp, paper and paperboard industry 
more competitive by instituting a new training sys
tem. Its specific objectives are to: (i) create a mecha
nism to determine the human resource development 
needs of the paper industry and evaluate those re
quirements systematically; (ii) close the gap between 
the demand for certain skills and the supply of high-
quality education and training for the jobs in the in
dustry; (iii) promote consistently high-quali ty 
training by designing and adapting standards of ex
pertise; (iv) develop the capacity to implement ISO 
standards and processes to qualify for ISO 9000 and 
ISO 1400 certification; and (v) promote private sec
tor participation in and financing of the design and 
implementation of training. 

Support for Competitive Microenterprises 
($1.8 million MIFgrant) 

The project's objective is to increase the productivity 
and competitiveness of microenterprises in Medellín, 
with particular emphasis on the metalworking and 
woodworking sectors. 

Strengthening of the Credit Union System 
($1.4 million MIFgrant) 

This program will preserve the financial cooperative 
system as a leading provider of financial services to 
microenterprise and small business as well as to low-
income urban and rural communities. The specific 
objective is to support the establishment of a sound 
supervision system for Colombia's credit unions and 
other cooperative financial institutions. It will be car
ried out by the Ministry of Finance and the Confed
eration of Colombian Cooperatives. 
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COSTA RICA 

The Bank has made 93 loans totaling $2,085 million 
to Costa Rica. Cumulative disbursements totaled 
$1,611 million. 

Miravalles III Geothermal Power Project 
($16.5 million loan from the OC, with a "B" loan of 
$33 million) 

Miravalles III will be the first power plant competi
tively bid in Costa Rica and built and operated by a 
private company since recent enactment of regulatory 
reforms promoting private sector participation in the 
electricitv sector. 

J 

Demand for electricity in Costa Rica is increas
ing by over 5 percent annually, and peak demand may 
begin outstripping supply as early as 1999. Because of 
fiscal constraints and long delays in completion of pub
lic infrastructure projects, the government has ap
proved recent reforms to open up electricity generation 
to private participation. Through competitive bidding 
procedures, Miravalles III was awarded to a consor
tium consisting of Oxbow Power Corporation/Oxbow 
Power Services and the Marubeni Corporation. 

The project will finance construction of a single 
flash geothermal facility and ancillary equipment, in
cluding a single pressure steam turbine, generator, 
condenser, cooling tower, air compressors, switch 
gear, powerhouse and control room, water treatment 
and wastewater piping. The plant will have a 27.5-
megawatt capacity and will sell its output to the 
country's public electricity utility through a 15-year 
Power Purchase Agreement. 

The project helps shift Costa Rica from overre-
liance on hydroelectricity to thermal generation, us
ing a renewable and environmentally friendly energy 
source. The project marks the third phase in devel
opment of the Miravalles Geothermal Field in north
west Costa Rica. All three project phases have been 
supported by the Bank. 

Support for the Use of Biodiversity by Small 
Enterprises 
($1.6 million MIF grant) 

The overall objective of this operation is to promote 
the development of small enterprises through sus

tainable commercial development of biodiversity by 
the private sector. The specific objectives are to: 
(i) establish a business development office to meet 
specific needs of small enterprises interested in de
veloping new biodiversity-based products; and 
(ii) develop comercially viable projects for small en
terprises, based on making sustainable use of Costa 
Rica's biodiversity. 

DOMINICAN REPUBLIC 

The Bank has made 70 loans totaling $1,681 million 
to the Dominican Republic. Cumulative disburse
ments totaled $1,248 million. 

Reconstruction and Improvements in the Wake 
of Hurricane Georges 
($105 million loan from the OC with an IFF interest 
rate subsidy, anda $750,000 grant from the FSO) 

This program will help areas of the Dominican Re
public hardest hit by Hurricane Georges by rebuild
ing social and productive infrastructure, protecting 
social expenditures, and directing assistance to the 
poor. 

Hurricane Georges caused serious damage in 
over two-thirds of the Dominican Republic when it 
ripped through the island in September. More than 
1,000 people died as a result of the hurricane. Direct 
losses totaled $1.2 billion, with some 50,000 dwell
ings destroyed and electricity grids, roads and other 
infrastructure severely damaged. The already substan
tial numbers of people living in poverty are expected 
to swell because so many have lost their possessions 
and productive capacity. 

This program will target repairs and reconstruc
tion of social and productive infrastructure in the 
poorest communities in the disaster area. It will also 
provide revenue to protect recurrent social spending 
against the projected fiscal account deficit in the wake 
of the hurricane. 

This program will finance repairs of power 
lines in order to restore electrical service for 500,000 
people living in the eastern part of the country, in
cluding the cities of San Pedro de Macoris, La 
Romana, Higuey and Hato Mayor. Water supply 
services will be restored in the southern and central 
regions through repairs to the Haina Manoguayabo, 
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DueyGuananito and Valdesia water intakes and 
treatment plants. The program will be carried out 
in conjunction with other Bank operations that were 
reworked following the hurricane to finance emer

gency repairs of schools, irrigation works, health fa

cilities and roads. Finally, the operat ion will 
strengthen land use planning and disaster preven

tion through development of mechanisms such as a 
flood warning system. 

Local Road Maintenance and Rehabilitation 
Program 
($48 million loan from the OC) 

This loan will support sustainable local road mainte

nance by funding a portion of bridge and road re

pairs over a fouryear period while also modernizing 
the responsible agency, promoting community in

volvement, and devising investment plans to ensure 
ongoing road maintenance funding. 

The Dominican Republic has an estimated 
8,000 kms of local roads that are serviceable year

round. However, maintenance has been limited be

cause there is no up toda te inventory of the 
condition of the entire system and no maintenance 
planning, and because the few resources allocated for 
maintenance go mainly toward highways. 

This program will finance investments, direct 
costs, engineering and administration needed to 
maintain 4,000 km of local roads and bridges and re

pair another 400 kms. Where possible, workers and 
microenterprises from local communities will be used 
for maintenance work. Consulting and technical as

sistance will complete the inventory of the local road 
system; train and provide equipment for General 
Maintenance Directorate staff involved in planning, 
programming, supervision and monitoring; and im

prove the environmental and social component of 
maintenance programs. Institutional reforms will en

sure that appropriations for local road maintenance 
are included in the annual budget, and increase main

tenance targets through contractual arrangements 
with private firms. 

Phase I of this program, also financed by the 
IDB, supported road repairs and maintenance from 
199498 and initiated the process of contracting out 
work to the private sector. 
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SAN JUAN DE LA MAGUANA, DOMINICAN 
REPUBLIC—Repairs of an 18 km stretch of local road

way are part of efforts to improve, maintain and link rural 

roads serving 45 agricultural areas. A $34.4 million IDB 

loan supports the project. 

Program to Strengthen the Northeast Provinces 
($8.9 million loan from the OC, with an IFF interest 
rate subsidy) 

This program will employ a decentralized, provincial

level planning process to finance basic social services 
that target lowincome groups in five of the country's 
poorest provinces. 

Unlike most of the Dominican Republic's ur

banbased population, most of the 750,000 residents 
of the northeast provinces of Salcedo, Duarte , 
Sánchez Ramírez, María Trinidad Sánchez and 
Samaná live in rural areas. Poverty levels hover 
around 70 percent, making the region a high priority 
for social programs. 

This program will support a project planning 
methodology in each of the five provinces in which 
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communities, N G O s and municipalities will help 
identify priorities and draw up a provincial invest
ment plan. Aided by the use of a poverty map to ori
ent and allocate resources, the program will finance 
such projects as school and health center repairs and 
equipment, maternal and child health services, hous
ing, water supply and sanitation, electricity and drain
age works, reforestation, and daycare and recreational 
facilities. 

The program will also support creation of pro
vincial offices for women's affairs in order to promote 
participation by women in the development process 
and place women's issues on the policy agenda. Fi
nally, the capacity of the Provincial Planning Offices 
will be strengthened by providing technical assistance 
to implement cost, evaluation and monitoring sys
tems, and to improve credit management. 

Integrated Financial Management Program 
($10.3 million TC loan from the OC with an IFF 
interest rate subsidy, anda $750,000 TC grant from 
thefapan Special Fund) 

Consulting services, training and equipment financed 
by this program will help in the design and imple
mentation of a modern financial management system 
for the public sector. The aim is to make government 
fiscal administration more efficient and transparent, 
and spending investment more consistent with na
tional development policies. 

As part of its comprehensive structural reform 
and macroeconomic stabilization programs during 
the 1990s, the Dominican government has initiated 
a process to modernize and integrate its financial 
management systems. The nation's internal and ex
ternal balances depend heavily on efficient manage
ment of fiscal policy, but full implementation of a 
sustainable and coordinated financial system for the 
public sector requires that regulations, policies and 
practices be changed and modernized. 

This program will help define, develop, set stan
dards and provide computer linkage for financial 
management by the government's core fiscal units 
and systems. Installation of an information process
ing system will consolidate financial information in a 
single database and tighten internal control. The fi
nancial management system will be implemented for 
programming and budgeting, public investment and 

borrowing, treasury flows, accounting, and the Of
fice of the Comptroller General. Proposals will be de
veloped to incorporate procurement, contracting, 
recording mechanisms, property records and finan
cial administration of human resources into the 
system. 

The accompanying technical cooperation grant 
will finance staff training as well as revisions in the 
regulatory and methodological framework used for 
public investment. 

Reform and Modernization of the Potable Water 
and Sewerage Sector 
($500,000 grant from the Spanish Fund for Consult
ants) 

Despite annual investments greater than 1 percent of 
GDP, one of the highest levels in the region, water 
and sanitation infrastructure in the Dominican Re
public is in poor condition, and both the scope and 
quality of coverage are limited. This program will 
help modernize and reform the sector in order to pre
pare for subsequent investment programs aimed at 
improving the delivery of services. 

Studies and workshops by the IDB and the 
Pan-American Health Organization found that im
proving water and sanitation services must start by 
establishing a strategic base for reforms, strengthen
ing the service providers, and making the investments 
necessary to consolidate the reforms. This grant will 
support that process by providing multidisciplinary 
consulting services to: 

• Design a new sector governing body; 
• Design an adequate regulatory framework for 

the sector; 
• Promote new corporate models for the ser

vice providers, establish financial and management 
autonomy, and incorporate the private sector; 

• Establish mechanisms to incorporate services 
users and communities into the decision-making pro
cess; 

• Identify legal changes necessary to advance 
modernization and reform. 

The operation will support the efforts of an In
ter-institutional Technical Committee established to 
take responsibility for reforming the country's water 
and sanitation services. 
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Program to Reform Public Enterprises 
($2.5 million MIFgrant) 

The general objective of the project is to provide sup
port to the public enterprise reform program, which 
is intended to achieve decisive private sector partici
pation in public enterprises' management and equity 
structure. The specific objectives of the project are to 
strengthen the recently-created Comisión para la 
Reforma de la Empresa Pública (CREP) and to sup
port measures to secure private sector participation 
in State-owned sugar refineries, industrial enterprises, 
and hotels. 

ECUADOR 

The Bank has made 155 loans totaling $3,580 mil
lion to Ecuador. Cumulative disbursements totaled 
$2,923 million. 

Supplementary El Niño Emergency Program 
($48 million loan from the OC with an interest rate 
subsidy from the IFF) 

The immediate goal of this program is to support 
economic recovery of a key productive region by re
pairing over 1,000 kms of the coastal highway net
work damaged by torrential rains. The program will 
also begin planning and design of long-term projects 
to rebuild coastal infrastructure to better withstand 
future natural disasters. 

The 1997-98 El Niño weather phenomenon 
brought heavy flooding to Ecuador's coastal region, 
home to nearly half the country's population and 
most of its agricultural, commercial and export ac
tivities. Rainfall in Guayaquil was four times higher 
than normal during the period. Access between cit
ies and some rural productive areas was cut off. 

This operation will finance repaving and other 
surface repairs, reconstruction of drainage and land
fill works, removal of debris from landslides, and in
stallation of road safety features such as signaling and 
curbs. Preinvestment studies for the post-emergency 
phase will prepare final designs for long-term road 
and bridge reconstruction projects. Additional stud
ies will examine emergency planning, road manage
ment and environmental protection procedures. 

This financing complements a $70.8 million 
IDB emergency loan in 1997 and forms part of a 
comprehensive El Niño emergency program for Ec
uador supported by the international community. 

Rural Autonomous School Network Program 
($45 million loan from the OC with an interest rate 
subsidy from the IFF) 

This program aims to break through the traditional 
isolation of rural schools by granting them greater 
autonomy to manage their own resources, empower
ing parents and communities in school decision
making, and supporting innovative mechanisms to 
improve teaching conditions. 

A l though Ecuador has made substant ial 
progress in recent years in expanding access to school
ing for rural children, there remain major disparities 
in education indicators between urban and rural ar
eas. The principal obstacles to improving the effi
ciency and quality of rural education include 
centralized educational administration, lack of incen
tives for teachers and administrators, and resource al
location based on factors other than performance. 

This program will finance projects in 120 rural 
school networks into which some 2,400 schools are 
organized. Participating networks represent 20 per
cent of all rural schools in the country and include a 
substantial number of schools serving indigenous 
communities. Principals, teachers, parents and com
munity leaders will design their own projects to up
grade school infrastructure, increase supplies of 
educational materials, or obtain teacher training. To 
improve local management capacity, 60 civil society 
organizations will provide consulting services and 
training in administration, planning, human resource 
management, information systems, auditing and ac
counting. To improve teaching conditions, the pro
gram will provide training and instructional materials, 
and support implementation of innovative teaching 
practices to improve student motivation and achieve
ment. A performance-based incentive system will be 
established for outstanding teachers. 
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Support for Private Investment in Infrastructure 
($13.5 million TC loan from the OC) 

Ecuador has passed several important laws since 1993 
to create more favorable conditions for private invest
ment. With legal and regulatory frameworks now in 
place in many areas, the government has begun to 
develop projects involving private investment in the 
nation's infrastructure sectors. 

This program will finance technical studies and 
specialized consulting services both to further 
strengthen regulatory mechanisms, particularly regard
ing bidding and awarding of contracts, and to struc
ture the concession and privatization processes for 
specific projects in electrical generation and distribu
tion, highways, ports and airports, and sanitation. 

Consultancies will include feasibility analyses, 
basic and final project designs, and social and envi
ronmental audits and impact assessments. Funding 
will also be provided for legal and other specialized 
advisory services, investment banks or consortia led 
by investment banks, and overall support in negoti
ating and evaluating financial offers and options. 

Program goals include developing at least three 
concessions for highway projects covering some 950 
kms, including the Santo Domingo-Esmeraldas 
highway; sanitation services, including systems for 
Estancilla and Sucre; and the Ports of Manta , 
Esmeraldas and Bolivar. Regulatory and policy mak
ing functions will also be improved for airport infra
structure, services, security and air transport. 

Transport Concessions 
($1.1 million MIFgrant) 

This project will support the government of Ecuador 
in the development of its system of private conces
sions for highway works. The specific purpose of the 
program is to increase the technical and institutional 
capacity of the MOP's Unidad de Concesiones, to im
prove the program of highway concessions that the 
government is carrying out, and to expand the main 
highway system covered by concessions. This will 
improve the management, maintenance, and opera
tion of the highway infrastructure and expand the pri
vate sector's sphere of activity. 

Strengthening the Savings and Credit Coopera
tives System 
($ 706,000 MIFgrant) 

The projects general objective is to support the Ec
uadorian government's plans to modernize the water 
supply and sanitation sector and thereby lay the nec
essary groundwork for increasing the share of private 
investment. Its specific objectives are to support gov
ernment efforts to design and implement a new le
gal, institutional and regulatory framework for this 
sector, furnish the new regulatory agency with the 
necessary tools to make the sector more efficient by 
fostering private sector participation, develop mecha
nisms and furnish necessary assistance to start up the 
sector regulatory agency, clearly delineating its func
tions and responsibilities under the law and corre
sponding regulations. 

EL SALVADOR 

The Bank has made 91 loans totaling $2,498 million 
to El Salvador. Cumulative disbursements totaled 
$1,815 million. 

Education Technologies Program 
($73.2 million loan from the OC) 

This program aims to expand access to basic educa
tion and improve student performance by introduc
ing new teaching technologies such as distance 
education and interactive radio programs. 

Educational reforms in El Salvador since the 
1992 peace agreements have led to significant expan
sion in enrollment and reduced repetition and illit
eracy rates. As a result, some 135,000 students 
additional students will be enrolled in grades 7 
through 9 alone by the year 2010, an increase of 60 
percent over 1996 enrollment. This program supports 
efforts to meet growing demand, particularly in rural 
and low-income areas, and to improve the overall 
quality of basic education. Over one million students 
are expected to benefit from the program. 

To make grades 7-9 more accessible in rural ar
eas, the program will finance distance learning based 
on Mexico's Telesecundaria program. School video li
braries will be established for regular programming, 
additional classrooms built, and equipment and 
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teacher training provided. To address shortages in 
textbooks and supplementary teaching materials, the 
program will distribute 1,600 laboratory kits and es
tablish 400 science libraries. 

The program will also finance an interactive ra
dio program designed to improve mathematics and 
language skills in grades 1-3. Technology resource 
centers in 400 primary schools will be equipped with 
computers, educational software, printers, televisions 
and video resources. 

Educational Infrastructure 
($69.8 million loan from the OC and $1.1 million loan 

from the FSO) 

Reforms of El Salvador's educational system in the 
1990s have significantly raised enrollment and 
completion rates. The gains in efficiency, however, 
have also increased the demand for school facilities, 
exacerbating an existing shortage caused by cutbacks 
in domestic investments in the 1980s because of the 
economic crisis and the armed conflict. For its nine 
obligatory grade levels, the country has over 34,000 
class groups but only 26,400 classrooms, many of 
them in poor condition. 

This program will finance construction or repairs 
of classrooms for over 800 schools nationwide deemed 
most in need by a survey carried out by the Ministry of 
Education. All schooling levels will benefit, including 
preschools, primary and high schools, and vocational 
and EDUCO centers. Some 1,400 new classrooms will 
be built to replace temporary, rented or deteriorated 
facilities, and another 1,800 classrooms will be re
paired, including classrooms at technological centers 
in San Miguel, Zacatecoluca and Santa Ana. In all, 20 
percent of the country's student population—an esti
mated 250,000 children, predominantly from poor 
families—will benefit from the program. 

The program will also provide materials, equip
ment and furnishings for the new or improved facili
ties, and establish a national maintenance program 
for public schools. Training and technical assistance 
will help establish and operate a Geographic Infor
mation System to help the Ministry of Education 
better manage the nation's educational infrastructure. 

yy333-3€3ãà 

SAN SALVADOR, EL SALVADOR—A $5.3 million 

loan to Textufil helped the textile plant purchase machin

ery to increase cotton thread production. The loan was 

part of a $60 million IDB global industrial credit program. 

Water Sector Reform 
($43.7 million loan from the OC and TC grants of $1.5 
million from the FSO and $2.4 million from the MIF) 

This program will promote rational use of water re
sources by developing more efficient and financially 
viable public and private operators of water and sani
tation services, and by establishing a regulatory frame
work to ensure policymaking, quality and oversight. 

Although the government of El Salvador has 
taken steps in recent years to address problems in the 
water sector, an estimated 44 percent of the popula
tion still does not have access to clean water. Water 
shortages persist, and the dumping of untreated waste
water continues to compromise water quality. Correct
ing these problems is complicated by the fact the sector 
lacks an adequate legal framework, an inventory of the 
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quantity and quality of its water resources, and coordi
nation among institutions involved in the sector. 

The program will promote the establishment of 
decentralized and commercially viable service provid
ers in water and sanitation. To support restructuring 
of the sector, this operation will finance technical as
sistance and investments to rehabilitate water and sani
tation systems to facilitate the process of devolution 
and decentralization. Also, new water and sanitation 
systems will be financed in some of the country's poor
est rural areas, benefiting an estimated 30,000 people. 

The program will cany out studies, provide tech
nical assistance and support institutional reforms di
rected toward creating an autonomous water authority 
responsible for oversight and policymaking. For the 
water and sanitation subsector, the program will de
velop a modern legal and regulatory framework. 

Modernization of the Ministry of Public Health 
($20.7 million loan from the OC) 

This project will support reforms to the national 
health system and initiate more integrated effective 
and efficient health care service delivery for low-in
come and underserved populations. 

Health conditions in the 1990s have improved 
in El Salvador, but further gains in the coverage and 
quality of services continue to be constrained by in
efficient procedures and inadequate financing. Pilot 
programs financed by this project in the Departments 
of Santa Ana and San Miguel are expected to set the 
stage for broader reform and modernization of the 
country's health care sector. 

At the primary health care level, the project will 
provide technical assistance, training, equipment and 
recurrent cost assistance in support of a new model 
of financing and service delivery. Both public and pri
vate service providers will be reimbursed through a 
capitation system for the basic package of services 
they offer, based on their meeting certain standards 
of health service quality and quantity. The goal is to 
increase effective coverage in project areas by 60 per
cent, particularly in maternal and child health and for 
poor people who rely on government health services 
or pay out-of-pocket costs to private providers. At the 
secondary care level, the project will introduce admin
istrative and clinical changes to improve hospital ef
ficiency, managerial autonomy and the quality of care. 

At the national level, the project will support 
reorganization of health programs, financial and hu
man resource management; introduce a demand-
driven medical supply and drug procurement and 
distribution system; and strengthen the regulatory, 
normative and coordination capacity of the Ministry 
of Public Health and Social Assistance. 

Agencia de Desarrollo Local de Morazán 
($500,000 loan and $150,000 grant from the 
European Union Microenterprise Fund) 

This Small Project financing will help low-income 
microentrepreneurs gain access to credit and finan
cial services in one of El Salvador's poorest areas. The 
department of Morazán includes the nine most un
derdeveloped municipalities in the country and has a 
high percentage of its population classified as living 
in extreme poverty. 

Founded in 1993, the Agencia de Desarrollo Lo
cal de Morazán (ADEL) is a nongovernmental orga
nization that provides credit for working capital and 
the purchase of machinery. It is one of only a hand
ful of microcredit institutions operating in the depart
ment. By the end of 1997, ADEL Morazán had a 
portfolio of 1,200 loans, over 60 percent of them to 
women. The average loan amount is $300. The or
ganization is part of the A D E L network that pro
vides similar services in other areas of El Salvador and 
Central America. 

This loan will enable ADEL Morazán to expand 
its credit portfolio, particularly in underserved urban 
areas. Technical assistance will help the organization 
expand its range of financial sendees, laying the foun
dation for its eventual incorporation into the formal 
financial sector, as well as design new financial prod
ucts, adjust its credit methodology, improve computer 
systems for accounting and portfolio information, train 
staff, and prepare a long-term business plan. 

New Organic Fruit and Vegetable 
Microenterprises 
($1.3 million MIFgrant) 

The overall objective of the program is to improve 
competitiveness and promote the development of busi
ness by groups of small farmers. Its specific objectives 
are to: (i) provide small farmers with access to new 
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markets; (ii) provide groups of producers with tools, 
technology and management skills; and (iii) promote 
the creation of new companies. Through the develop
ment of organic farming, the program also seeks to 
preserve natural resources and use them sustainably. 

GUATEMALA 

The Bank has made 92 loans totaling $1,978 million 
to Guatemala. Cumulative disbursements totaled 
$1,457 million. 

Social Investment Fund Eastern Development 
Project (FIS-PROORIENTE) 
($90 million loan from the OC, with an interest rate 
subsidy from the IFF) 

An estimated 600,000 people in Guatemala's five ru
ral eastern departments who live in poverty are also 
essentially isolated from state social programs. Their 
economic prospects are limited, and most communi
ties lack the internal organization needed to mobilize 
to gain access to public services. Rates of poverty 
among the departments' large indigenous populations 
run close to 100 percent. 

The P R O O R I E N T E program will promote a 
demand-driven, community management approach 
to targeting and construction of urgently needed 
roads and health, sanitation and education infrastruc
ture for the eastern region. The program will finance 
small-scale rural projects such as sewerage and water 
supply systems, equipping, repairs and construction 
of schools and health facilities, and construction of 
access roads, bridges and storage areas. 

By using an exclusion index and a system of 
microregions to identify the poorest regions, 
P R O O R I E N T E will target municipalities most in 
need. Training, support services and equipment will 
be provided to strengthen the managerial capacity of 
municipalities and communities for participatory 
planning, project identification and execution, and 
project monitoring and maintenance. 

The program will be carried out by the Social 
Investment Fund (FIS), an autonomous public 
agency established in 1993 to improve the living con
ditions of the poor. A $1 million grant from Japan 
Special Fund financed studies and targeting mecha
nisms for this project. 

Emergency Program in Response to Natural 
Disasters 
($40 million loan from the OC) 

This program will support Guatemala's recovery from 
Hurricane Mitch and the El Niño weather phenom
enon and implement preventive measures to mini
mize the effects of future natural disasters. 

Flooding and landslides from torrential rains 
caused by El Niño have caused massive damage in 
Guatemala and could yet bring more. In addition to 
loss of life and property, production losses, particu
larly in agriculture, are expected to slow G D P 
growth by as much as 1 percent in 1998. To make 
matters worse, the devastation from Hurricane 
Mitch was felt in 14 of the country's 22 depart
ments, destroying 2,300 homes, forcing the evacua
tion of 108,600 people, and damaging dozens of 
bridges and roads. 

The first portion of this operation will provide 
immediate damage repairs and relief for disaster-
stricken populations, particularly in terms of basic 
services and infrastructure for sanitation and trans
portation. Priority projects will include repairs or con
struction of farmland drainage systems and protection 
works for flooded communities. Riverbed stabiliza
tion and construction of dikes along the Pensativo 
River will protect historical Antigua. 

To prevent or minimize future damage, the pro
gram will finance drainage of farmland, stabilization 
of slopes in areas prone to landslides, and dredging 
of estuaries and channels. Additional activities to 
strengthen disaster preparedness will include imple
mentation of an early flood warning system, pre
paredness training taught through schools, and pro
vision of communications equipment. 

Support for Restructuring of Food and 
Agriculture Production 
($33 million loan from the OC) 

This program will increase the competitiveness of the 
agricultural sector by consolidating trade liberaliza
tion and restructuring public services in the areas of 
research, plant and animal health, forestry and water 
resources. 

In recent years, Guatemala has made significant 
progress in restructuring the state agriculture appa-
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ratus, reducing tariff and nontariff barriers, and elimi
nating subsidies. Still, transaction costs continue to 
hinder broader participation in international trade, 
and public investment in such services as agricultural 
research are less than a third of the Latin American 
average. 

This program will establish a competitive re
search financing system; strengthen regulation and 
execution of food safety and plant and animal health 
services; implement a system of direct incentives to 
landowners in environmentally strategic areas in or
der to promote sustainable forest management; and 
develop policies and a legal framework for water re
source management. 

In the area of trade, technical assistance, equip
ment and training will be provided to simplify and 
computerize the country's single export window, 
which verifies compliance with export regulations. 
The program will also support administration of im
port regulations, including management of tariff quo
tas, development of compensatory measures, and 
strengthening of the government's capacity to partici
pate in negotiations of the agricultural round of the 
World Trade Organization 

Judicial Reform Program 
($25 million loan from the OC with an interest rate 
subsidy from the IFF) 

This program will support a more accessible and ef
ficient justice system by building comprehensive ju
dicial facilities, providing support services, and 
strengthening local legal institutions 

Judicial reform is one of the priority commit
ments of the peace agreements that serve as a frame
work for much of Guatemala's development strategy. 
The civilian authority agreement emphasizes the need 
to modernize the administration of justice, correct in
efficiencies and ensure free access to the legal system. 
The indigenous people agreement looks to ensure 
that all segments of society have effective recourse to 
the national judiciary. 

This program' will finance construction and 
start-up of eight justice administration centers whose 
mission is to establish the presence of the state in lo
calities with limited government presence and large 
indigenous populations. Each center will include a 
district court, offices of the prosecutor and public de

fender, legal aid and victim recourse centers and func
tional links to the police department. Ten district 
prosector offices and 47 justices of the peace of small 
claims courts will also be established. 

Technical assistance and training will strengthen 
the managerial, technical and administrative capacities 
of judicial institutions and establish mechanisms for 
inter-institutional coordination. To ensure not only 
physical but also cultural and linguistic access to the 
judicial system, the program will finance interpreter 
training and research on customary law. 

Preinvestment Program for Peace 
($8 million loan from the OC with an interest rate 
subsidy from the IFF) 

This program will finance preinvestment studies for 
economic and social projects in support of the peace 
agreements that ended the country's long-running 
armed conflict. 

After Guatemala's 12 peace agreements were 
signed in December 1996, a consultative group 
chaired by the Bank began work on a project pipe
line in priority economic and social areas. Studies fi
nanced by this program will enable the government 
to rationalize those investments and present financ
ing proposals as quickly as possible to the interna
tional donor community in order to carry out the 
peace effort. 

Consult ing services will be contracted for 
prefeasibility, feasibility and final designs of projects 
to support rural health, primary schools, radio edu
cation, resettlement and judicial reform, among oth
ers. The aim is to finance general and specific 
preinvestment studies for projects. Projects will be 
targeted to some of the poorest rural and indigenous 
regions affected by the armed conflict. Technical as
sistance under the program will strengthen the na
tional preinvestment system as well as preinvestment 
units of other national and local agencies. 

The IDB has already approved several loans to 
support Guatemala's peace process, including loans 
totaling $50 million loan in 1996 for the Commu
nity Development for Peace Program. 
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Developing Rural Women's Role in Consolidat
ing Democracy 
($1.1 million grant from the Norwegian Fund for 
Women in Development) 

Women living in Guatemala's rural areas, mostly in
digenous and with limited education, have little say 
in local government and usually do not vote. As the 
country's newly forged peace opens up avenues to 
reach out to such marginalized groups, Guatemala 
faces the challenge to find workable ways to make 
rural women full partners in the democratic process. 

This program aims to increase political partici
pation by women in 10 municipalities in northwest 
Guatemala that have local elections scheduled in 1999. 
The communities are part of the ZonaPaz region, 
which has high poverty levels and large indigenous 
population and is a target area for government recon
struction and development efforts. The program will 
provide technical assistance to create community 
groups that empower women, arrange voter registra
tion drives, strengthen Mayan women's organizations, 
train rural women in social organization and mobili
zation, and encourage women to run in municipal elec
tions and to take part in town meetings, municipal 
government forums, and regional and national solidar
ity networks and events. Female political leaders rep
resenting ZonaPaz areas will receive leadership 
training and support for their lobbying efforts. 

The program will be carried out by Mujer Vamos 
Adelante, a private nonprofit association of profes
sional women established in 1992. 

Guatemalan Federation of Agricultural Coopera
tives of Coffee Producers (FEDECOCAGUA) 
($500,000 loan and $200,000 technical cooperation 

from the Norwegian Development Fund for Latin 
America) 

Although most coffee in Guatemala is processed by 
large plantations and agri-export companies, there are 
some 60,000 small coffee growers who often work 
together to establish their own processing facilities 
in order to be competitive. F E D E C O C A G U A is a 
federation of 60 cooperatives representing 7,000 small 
growers, many of them poor. Although the federa
tion is designed to help members overcome market
ing problems, it is currently unable to meet increasing 

international demand for its product because of lim
ited processing capacity. 

This loan will enable F E D E C O C A G U A to 
purchase machinery and equipment to double the ca
pacity of its dry processing plant in the city of Palin 
from 100,000 to 200,000 hundredweight of coffee per 
year. Technical cooperation will finance purchase of 
software for financial analysis and a network server 
to better link the federation's marketing, financial and 
accounting units. The program will also organize 
technical courses for cooperative members on ways 
to increase coffee crop yields and on industrial use of 
coffee-processing by products compatible with envi
ronmental protection. 

Support for the Financial Advisory Foundation 
for Development and Social Services Institutions 
(FAFIDESS) 
($500,000 TCloan and $175,000 grant from the 
European Union Special Fund for the financing of 
Microenterprises) 

This program will expand access to credit for low-
income women microentrepreneurs and strengthen 
the services of the organization carrying out the lend
ing program. 

A high percentage of the estimated 450,000 
microenterprises in Guatemala are run by poor 
women, particularly weaving, other crafts and small 
food operations. Most of these businesses operate 
with rudimentary production technologies and insuf
ficient capital, and with little access to the formal fi
nancial system. 

A private, nonprofit development organization, 
FAFIDESS, is one of the entities in the country of
fering credit services to these low-income business
women, mostly through small communal banks set 
up to fund their members' business and production. 
This loan will enable FAFIDESS to double its port
folio to some 2,100 clients through both group and 
individual loans. Staff will be trained in the effective 
use of financial techniques for microlending, and 
technical advisory services provided to improve the 
efficiency of the foundation's financial services 
through the use of information systems, targeting and 
up-to-date management and administration. The 
operation will also sponsor a seminar on self-sustain
able financial services. 
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J A C A L T E N A N G O , G U A T E M A L A — 

Training session on accounting procedures 

for municipal officials. To support the 

country's peace process, loans totaling $50 

million are being used to rebuild community 

infrastructure and develop human resources 

in areas most affected by the civil conflict. 

Asociación Chajulense Val Vaq Quyol 
($500,000 loan and $150,000 grant from theNorwe-
gian Development Fund for Latin America) 

This program will support rural economic develop
ment by providing credit and technical assistance to 
small coffee farmers returning to their lands under 
the country's peace accords. 

The program will focus on the Chajul township 
in the Ixil area of the Department of Quiche, where 
some 100,000 residents were displaced from their 
lands during the years of Guatemala's armed conflict. 
Resettlement began after the signing of an agreement 
in April 1998 between families that had fled the area 
and refugees who had settled there in the interim. 

The Asociación Chajulense Val Vaq Quyol is a 
community organization that provides technical as
sistance to small farmers in the production and ex
port of organic coffee. The association, which has 
over 2,500 members in 52 communities of the Ixil 
Mayan ethnic group, exports directly to European 
and North American markets, but has been unable 
to meet growing demand. 

T h r o u g h this program, credit channeled 
through the association's Savings and Credit Union 
will help an estimated 1,200 farmers with new 
plantings, purchase of coffee huskers, and installation 

of coffee drying yards. Technical cooperation will 
strengthen the association's administrative capacity by 
installing financial and information systems, updat
ing credit regulations and procedures, and training 
community representatives in financial and credit ser

vices. 

Technical Assistance to Non-traditional 
Agricultural 
($1.5 million MIFgrant) 

The project will expand trade and improve the com
petitiveness of small and medium entrepreneurs, with 
a particular focus on producers of non-traditional 
products, by providing technical assistance through a 
private association of exporters. 
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GUYANA 
The Bank has made 31 loans totaling $626 million 
to Guyana. Cumulative disbursements totaled $425 
million. 

Urban Development Program 
($20 million loan from the FSO) 

This program will improve infrastructure and basic 
services in six towns or urban centers and promote 
institutional reforms to make municipalities better 
able to finance, operate, maintain and expand those 
facilities and services on a sustainable basis. 

Guyana is still a predominantly rural society, 
with less than a third of the population living in the 
country's six formally designated urban municipali
ties: George town, L inden , New Amste rdam, 
Corriverton, Anna Regina and Rose Hall. Economic 
development and public service delivery in these ar
eas have been hampered by deteriorating infrastruc
ture, budget constraints, and deficiencies in financial 
planning and administration. 

This program will finance repairs of urban 
drainage systems, roads, commercial facilities such as 
markets and wharves, street lighting, waste collection 
and disposal, and municipal government buildings. 
Technical assistance and training will be provided to 
improve municipal financial management and plan
ning, modernize local administrative procedures, and 
develop local revenue generation. The program will 
also strengthen central government agencies that di
rectly affect local government revenues and au
tonomy. Reforms will include modernization of the 
property tax system and development of consistent 
and transparent mechanisms for transfers to munici
palities, such as revenue sharing and cofinancing. 

Health Sector Improvements 
($2.5 million TC grant from the FSO) 

This program will design and implement policies to 
make the health sector more equitable and effective 
by strengthening institutions and improving manage
ment, financing mechanisms and service delivery. 

Although there has been substantial growth in 
the private health sector in recent years, the public 
sector remains the major provider of health services 

in Guyana. The public health system is accessible and 
well-designed for the country's geography and demo
graphics, but there has been a steady deterioration in 
the quality of health services over the past 20 years, 
leading to a resurgence of vector-borne diseases. 

Technical consultancy services, in-service train
ing and pilot programs financed by this loan will in
crease the capacity of the Ministry of Health to 
implement policies on the basis of sound analysis of 
problems affecting the health sector. Activities will 
focus on five critical and closely related policy areas: 
reorganizing and strengthening the institutional 
structure of the health sector; designing an integrated 
strategy to deliver primary health care; improving 
managerial capacity and human resources; develop
ing health financing options and resource allocation 
mechanisms that target those most in need; and im
proving the organization, management and financ
ing of the Georgetown Public Hospital. 

HAITI 
The Bank has made 47 loans totaling $763 million 
to Haiti. Cumulative disbursements totaled $450 
million. 

Potable Water and Sanitation Sector Reform and 
Investment Program 
($54 million loan from the FSO) 

Haiti has the lowest coverage levels for potable water 
and sanitation in the region, and what service is avail
able is often unreliable. One consequence of these 
problems is the pervasive prevalence of waterborne 
diseases and the resulting high mortality rates from 
diarrhea among young children. 

This program will expand and improve water and 
sanitation services in cities and towns throughout the 
country, establish an independent regulatory agency for 
the sector, and support privatized service delivery in 
order to improve quality and efficiency. Water and 
sanitation systems will be built or repaired in 10 urban 
municipalities and about 50 rural communities, ben
efiting an estimated 475,000 people. Activities will in
clude construction of treatment facilities, distribution 
networks and catchment areas, drilling and cleaning 
of wells, and installation of pumping equipment and 
metered private connections and public standpipes. 
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Reforms in support of private sector investment 
will include establishing the regulatory agency and 
framework, finalizing the government's investment 
policy and establishing capital investment mecha
nisms, merging and restructuring the two existing 
potable water utilities, and strengthening institutional 
environmental capacity. 

Reorganization of the National Health System 
(Phase I) 
($22.5 million loan from the FSO) 

This program will increase the coverage and effi
ciency of basic health care for an estimated two mil
lion Haitians by developing innovative and cost-ef
fective models to finance and deliver public and pri
vate health services. 

As evidenced by national health indicators be
low the regional average, the Haitian health system 
has had limited success in combating or treating ma
jor infectious diseases. While underfunding and po
litical turmoil have contributed to the problem, other 
causes include poor administration and coordination, 
inefficient allocation of resources and a lack of sus
tainable financing 

What success there has been is attributed in 
large part to a proliferation of nongovernmental 
health providers, particularly in rural areas. As the 
first stage in a reorganization of the national health 
system, this program looks to build on that success 
by establishing 15 mixed public/private local health 
networks in the North, Northwest, Artibonite and 
Centre Departments. The financing will provide 
technical assistance, clinical and management train
ing, construction of health centers and other facili
ties, and equipment supply and repairs. Support for 
recurrent costs will be based on delivery of a cost-ef
fective package of health services, health promotion 
and community participation activities. The program 
particularly targets women of reproductive age and 
young children, the population groups most at risk. 

The program will also help make health service 
delivery financially and institutionally sustainable over 
the long term by providing central and departmental 
health agencies with technical assistance and train
ing for planning, management of human, financial 
and material resources, supervision and development 
of information systems. 

Basic Education Project (Phase I) 
($19.4 million loan from the FSO, with parallel 

financing from the World Bank) 

This operation will build and repair primary schools 
in the country's poorest areas, establish comprehensive 
teacher training programs to improve educational qual
ity, and develop the capacity to manage schools locally. 

Although primary school enrollment has in
creased significantly in Haiti over the past decade, 
large segments of the population, particularly in re
mote areas, still have little access to basic education 
facilities. High repetition and dropout rates contrib
ute to less than a third of students completing the 
primary school cycle. Less than half of teachers are 
formally qualified, and educational planning is con
strained by problems in teacher allocation, budgeting 
and outdated information systems. 

This program marks the first phase of support 
for Haiti's National Plan for Education and Training, 
a strategic framework to guide investments in educa
tion over the next 10 years. Some 260 primary schools 
will be built and another 930 classrooms repaired, ex
panding access to education for an estimated 22,000 
children. Instructional kits, reading material and teach
ing aids will be distributed to 1,500 schools. 

The program will also create a network of train
ing centers for teachers and staff, providing teaching 
equipment and pedagogical advisors. School district 
and zone inspector offices will be established and 
equipped to begin the process of decentralizing school 
management and to promote community participa
tion. One of the program goals is that half of all pri
mary schools be inspected at least once a year. Finally, 
an educational management information system will 
be developed and training and technical assistance 
provided to improve decentralized personnel manage
ment capabilities. 

Program to Support the Potable Water and 
Sanitation Sector Reform and the Establishment 
of the Regulatory Agency 
($965,000 MIF grant) 

The objective of this project is to contribute to the 
implementation of the potable water and sanitation 
sector reform, which will facilitate private sector par
ticipation in these services. It will support the prepa-
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ration of the new regulatory framework, including the 
drafting of the decrees needed to establish the regu
latory bodies, finalize tariff policy and establish ser
vice standards. The project will also help organize and 
train the sector's regulatory agency and strengthen the 
environmental capacity of entities in the sector. 

HONDURAS 

The Bank has made 109 loans totaling $1,890 mil
lion to Honduras. Cumulative disbursements totaled 
$1,570 million. 

Municipal Development Programs for 
Tegucigalpa and San Pedro Sula 
($63 million loan from the FSO) 

This program will improve a range of urban services 
in the country's two largest cities and provide emer
gency assistance for recovery from Hurricane Mitch. 
By strengthening municipal financial management 
and modernizing approaches to service delivery, the 
program aims to improve the efficiency, equity and 
coverage of potable water and sewerage, solid waste 
management, roads and public transport, and urban 
renewal programs. 

The program will implement action plans to 
restructure public service delivery using leasing, ser
vice or concession contracts to transfer operational 
and, where possible, investment responsibilities to 
private firms. For both cities, the program will de
centralize public transport to the municipal level and 
finance key road and other sector upgrades; contract 
out solid waste management services and finance 
landfill improvements; upgrade marginal neighbor
hoods and rationalize future urban growth; and 
modernize municipal finance by developing an in
come enhancement strategy, reliable financial infor
mat ion systems and t ransparent management 
practices. Additional components for Tegucigalpa 
include legalizing land ownership and creating mi
croenterprises to provide waste disposal services in 
low-income neighborhoods. In San Pedro Sula, the 
program will help corporatize the municipal water 
agency and finance short-term investments in sup
port of its privatization. Resources will be channeled 
from the Borrower (Ministry of Finance) to the ben
eficiary municipalities (Tegucigalpa and San Pedro 

Sula) through an innovative trust fund mechanism 
managed by a private firm. 

This operation was modified following Hurri
cane Mitch to allow the two cities to use up to $21 
million of loan resources for emergency expenditures 
to cope with the impact of the disaster, particularly 
for shelter for thousands of residents whose homes 
were destroyed by the storm. 

Social Investment Program (FHIS-3) 
($50 million loan from the FSO) 

This program will provide immediate emergency as
sistance to victims of Hurricane Mitch and rebuild 
infrastructure damaged by the storm, while also fi
nancing broader municipal social investment plans. 

The devastation of Hurricane Mitch in Hon
duras was of a scope unprecedented in the country's 
modern history: over 12,000 people dead or missing 
and another 10,000 injured, 825,000 refugees or 
evacuees, 60,000 homes destroyed, two-thirds of ag
ricultural production lost, and severe damage to 
nearly every category of social infrastructure. 

This operation will continue with its original 
design to address structural causes of poverty by de
volving authority for social projects to the local level. 
However, the project was reworked following the 
hurricane to include a revolving fund that would al
low for quick disbursement of a portion of loan re
sources for emergency purposes. The program will 
provide food and medicine, equipment and materials 
for shelters, mobile health facilities, power genera
tors and water tank trucks. Infrastructure repair will 
focus on water supply and basic sanitation systems, 
roads and bridges, health centers and productive 
projects. 

The program will also support initiatives to or
ganize communities to participate in decisionmaking 
on both emergency and longer-term social projects 
financed by the Honduras Social Investment Fund 
(FHIS), a specialized agency established in 1990 to 
finance small-scale basic social and economic infra
structure in poor municipalities. Through workshops 
and meetings in communities throughout the coun
try, the FHIS will establish a collaborative procedure 
between the central government, municipalities and 
communities to identify and carry out priority social 
projects. 
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Family Allowances Program, Phase II 
($45.2 million loan from the FSO) 

This loan will help poor families gain access to nutri
tion, health and education programs and promote 
greater use of available services. 

Per capita income in Honduras is among the 
lowest in the region. To ease the burden of macro-
economic reforms on the poor, the Family Allow
ances Program was established with Bank support in 
1990 to provide cash transfers to poor families for 
health and education. While the country's widespread 
poverty is reason enough to continue the program, 
Phase II is designed so that its impact will extend over 
the long term. The program will implement a target
ing system to reach the poorest children and fami
lies, measures to stimulate both supply and demand 
for education, nutrition and health services, and a 
baseline information survey to measure outcomes and 
progress. 

The program's specific objectives are to boost 
demand for educational services, encourage parents 
to participate in their children's school activities, in
struct mothers in hygiene and nutrition, ensure that 
families have sufficient funds available for a proper 
diet, and promote the use of health services, particu
larly by pregnant women, mothers and small children. 

Operating through a network of 150 rural 
health centers, the program will issue to families cash 
equivalent scrips designed to promote the use of ma
ternal and child health services. Education bonuses 
will be used to encourage poor families to keep their 
children in school, and funds will be channeled 
through NGOs to parent-teacher associations for 400 
schools to promote community participation in the 
education system. 

Institutional Reorganization and Expansion of 
Basic Health Sector Services 
($36 million loan from the FSO) 

This program has dual aims of addressing immediate 
health problems of the most at-risk groups while also 
promoting long-term institutional reforms to im
prove the efficiency and quality of health services. 

Health services are run primarily by the public 
sector in Honduras, but expenditure on health is rela
tively low. The resulting budget constraints, along 

with a lack of cross-sectoral coordination and prob
lems with resource allocation, have prompted the 
government to move toward a series of reforms to 
improve the productivity of the health sector. Low 
coverage and inefficient service delivery have particu
larly hurt those most in need, including the poor and 
mothers and children. 

A key part of this operation is to restructure and 
modernize administration and services at six hospi
tals by introducing cost recovery mechanisms, decen
tralizing management of the budget, personnel and 
procurement, privatizing some services and encour
aging participation of communities through support 
committees, and modernizing management practices 
and information systems. The program will also help 
expand access to basic health services to 90 new mu
nicipalities with largely poor populations, as well as 
strengthen public health education and nutrition pro
grams. Finally, to improve epidemiological surveil
lance, the program will improve the nation's disease 
control system, equip nine regional laboratories and 
blood banks, and support the National AIDS Coun
cil, in part by developing a targeted care strategy to 
protect HIV-positive pregnant women. 

Customs Administration Modernization 
($650,000 grant from the FSO) 

This operation will consolidate customs reforms by 
updating legislation and procedures, reducing opera
tional costs, and increasing collections through im
proved efficiency. 

The Bank has supported tax and customs re
forms in Honduras with a series of technical coop
eration operations. Reforms have intensified since 
1994, when a reorganization plan gave administra
tive, financial and technical autonomy to the country's 
tax and customs administration. 

Consulting services, logistical support and other 
technical assistance through this program will develop 
customs legislation in accordance with what has been 
established by other Central American countries; im
prove coordination and fiscal procedures between tax 
and customs services; establish a customs career 
stream; implement an automated customs system; 
develop simplified and more transparent customs 
procedures for use by the private sector; and provide 
training to customs officials. 
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Cooperativa Mixta Ocotepeque 
($500,000 loan and $175,000 TC grant from the 
European Union Special Fund for Financing of 
Microenterprises) 

This project will expand the financial market for 
microenterprises and small farmers in the depart
ments of Ocotepeque, Copan and Lempira by sup
porting an institution that provides financial services 
to underserved and low-income clients. 

Nearly the entire rural population of the three 
departments in northwest Honduras served by this 
project live below the poverty line. Small farmers de
vote their efforts and limited resources to subsistence 
agriculture, with little access to financial services, 
technology or training. Cooperativa Mixta Ocotepeque, 
a savings and loan cooperative established in 1989 
that is already serving increasing numbers of rural cli
ents, is looking through this project to expand its ser
vices to the poorest microent repreneurs and 
small-scale farmers in the region. 

Loan resources will enable the cooperative to 
expand its portfolio to meet the needs of poorer cli
ents while maintaining its credit regulations and con
trolling for the potential environmental impact of all 
lending. Grant resources will help Cooperativa Mixta 
Ocotepeque adapt its credit methodologies and estab
lish a computerized management system, as well as 
provide training both for cooperative staff and for cli
ents served by the institution. 

Implementation of the Executive Directorate of 
Revenue 
($3 million TC loan from the FSO) 

This program aims to increase tax revenues by con
solidating modernization of the country's tax admin
istration. 

Previous technical cooperation from the Bank 
has supported a series of reforms of Honduras' tax sys
tem, particularly in developing an information system 
to control taxpayer compliance. But while tax collec
tion amounts have increased since 1993, they have not 
kept pace with G D P growth, suggesting that further 
improvements in tax management—as opposed to 
raising rates—are key to increasing revenues. 

The goal of this program is to increase tax col
lections by an equivalent of 2 percent of G D P by 

implementing new management, collection and com
pliance monitoring procedures, and through staff 
training. The program will develop the Revenue 
Directorate's strategic plan for 1998-2000 and better 
define the organization and functions of each admin
istrative unit. Equipment and expertise will be pro
vided to establish the connections needed in regional 
and local tax offices to effectively use the tax and cus
toms information systems. Finally, structural and per
sonnel reforms will support improved integration 
between the customs and domestic tax areas. 

Municipal Modernization and Infrastructure 
Investment Program for Tegucigalpa 
($745,200 grant from thefapan Special Fund) 

Studies under this program will lay the groundwork 
for the infrastructure investment program for 
Tegucigalpa by developing strategies to modernize 
and expand municipal services in potable water and 
sewerage, solid waste management, roads and public 
transport, and urban renewal. 

In 1998, the city government of Tegucigalpa 
began a broad reform program to improve public ser
vices by streamlining municipal administration, in
creasing the role of the private sector in providing 
services, and promoting community participation in 
project selection and financing. Consulting services 
and technical assistance provided by this operation 
will support the city's efforts by identifying modern
ization strategies and developing an investment plan 
to restructure each of the sectors involved, as well as 
examining the environmental and financial viability 
of the overall program. Consultants will assess insti
tutional, financial and technical problems with ser
vice delivery, define appropriate service levels and 
customers' capacity to pay, cost the investments re
quired, and analyze modernization options, includ
ing full-fledged privatization, leasing or service 
contract agreements. Particular emphasis will be put 
on finding effective ways to improve conditions in the 
estimated 350 marginal and low-income areas of 
Tegucigalpa, home to a third of the city's population. 

The program will be carried out in two stages. 
In the first, consultants will define the sectoral strat
egies and prepare terms of reference for the more de
tailed investment plans and proposals, which will be 
developed in the second stage. 
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A similar project, financed by a $500,000 TC , 
prepared studies for San Pedro de Sula. 

JAMAICA 
The Bank has made 66 loans totaling $1,295 million 
to Jamaica. Cumulat ive disbursements totaled 
$1,110 million. 

While no new loans or major nonreimbursable tech
nical cooperation financings were approved for Ja
maica in 1998, work was done to strengthen the 
Bank's operations there. The national authorities and 
the IDB focused their efforts on improving project 
implementation, consolidating the portfolio, develop
ing the project pipeline, and examining key areas for 
future Bank support. There was continued enhance
ment of portfolio performance, including the success
ful start-up of two important Bank-financed projects 
approved in 1997—Health Sector Reform and the 
Social Investment Fund. Important initiatives identi
fied by the authorities and analyzed jointly with the 
Bank included reforms of the water and transporta
tion sectors, measures to increase participation by the 
private sector and civil society, a major program to 
strengthen the capacity of local governments, revital-
ization of inner city areas, and a comprehensive pro
gram to reduce violent crime. These initiatives are 
expected to lay a solid foundation for new Bank lend
ing and technical cooperation in 1999 and beyond. 

MEXICO 
The Bank has made 160 loans totaling $12,181 mil
lion to Mexico. Cumulative disbursements totaled 
$10,276 million. 

Program for Sustainability of Rural Water Supply 
and Sanitation Services 
($310 million loan from the OC) 

This program will improve water and sanitation ser
vices. The resources will support the implementation 
of decentralization processes that separate and 
strengthen different sectoral functions and improve 
institutional mechanisms in approximately 20 states 
and 200 municipalities. Infrastructure for water and 
sanitation will be either built, rehabilitated, or ex

panded in low-income rural communities of up to 
2,500 inhabitants. 

An important component of the program is the 
promotion of active participation of all groups in the 
community, particularly women and indigenous 
groups, in the planning, design, operation, and main
tenance of sustainable water supply and sanitation 
services. The program will provide financing to wa
ter supply systems in approximately 1,200 communi
ties and sanitation solutions in 950 communities. 

Small Projects Financings for Productores de 
Café de Oaxaca, Productores Agropecuarios de la 
Selva Lacandona, and the Unión Regional de 
Ejidos de Producción y Comercialización 
Agropecuaria de la Costa Chica 
(Loans and grants totaling $1.734 million from the 
FSO) 

These operations will support improved agricultural 
production in rural areas of southern Mexico with 
large low-income and indigenous populations. The 
beneficiary organizations are nonprofit, nongovern
mental organizations that work with farmers. In 
Oaxaca, a credit line will be established for some 
3,600 small coffee farmers. The other two operations 
will support apiculture. For the Selva Lacandona pro
ducers in Chiapas, the program will finance acquisi
tion of equipment and machinery to facilitate 
increased production. The financing for Costa Chica 
in Guerrero will strengthen production and market
ing by increasing the inventory of beehives and im
proving technical capacity and pest control. 

Aquifer Recharge Project Study in the Federal 
District Conservation Area 
($960,000 grant from the Japanese Trust Fund for 
Consultancy Services) 

This operation will develop plans for rational use of 
water resources in Mexico's Federal District and as
sess the viability of replenishing aquifers using rain
water. 

The Valley of Mexico aquifer is the primary 
source of potable water for the estimated 16 million 
residents of the Mexico City metropolitan area. But 
the lack of any major nearby source of surface water, 
exacerbated by encroaching urbanization into valley 
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areas, complicate basic water supply and drainage plan
ning. In recent years, barely half the groundwater with
drawn from the valley aquifer has been replenished. 

This operation will evaluate the feasibility of 
aquifer replenishment through induced rainwater in
filtration in the Federal District Conservation Area, 
which covers 860 square kms in Sierra Chichinautzin 
and Sierra de las Cruces. The area is seen as an effec
tive natural aquifer recharge area because of its nu
merous subcatchments and geological formations and 
the high permeability of its surface areas. Studies will 
determine the actual demand for water, identify re
quired infrastructure, and assess socioeconomic and 
environmental impacts. 

The operation will also examine ways to ratio
nalize the management of water resources through 
flood and soil erosion control. Studies will compile 
orographic, physiographic and climate data and iden
tify and analyze watersheds, subcatchment and 
microcatchment areas. 

Wastewater Treatment Program for 
Municipalities in the State of Chihuahua 
($746,641 grant from thefapan Special Fund) 

A series of studies financed by this program will 
bundle together wastewater treatment projects from 
nine municipalities into a package to be bid out as a 
single build-operate-transfer (BOT) concession to 
the private sector. 

Municipal wastewater treatment plants are typi
cally too small to attract world class developers or nec
essary amounts of private financing, or to benefit 
from economies of scale. Bundling the municipali
ties together will create a project with the appropri
ate scale to ensure a competitive bid process and the 
participation of international players, facilitate tap
ping the international debt market, and provide pro
fessional and experienced operational management. 

Chihuahua municipalities included in this pro
gram are Camargo, Delicias, Jiménez, Nuevo Casas 
Grandes, Saucillo, Cuauhtemoc, Hidalgo Del Parral, 
Meoqui and Ojinaga. Technical studies will develop 
design criteria and evaluate technologies for waste
water treatment and effluent reuse for the cities in
volved. The financial and institutional strength of 
local water authorities will be evaluated and a bid 
package developed for selection of a BOT contrac
tor. 

Training for At-Risk Youth in Mexico City 
($500,000 grant from the FSO) 

This program will provide vocational training for im
poverished and at-risk young people while also help
ing them to finish their formal schooling. An esti
mated 20 percent of school-age children in Mexico 
work to help support their families, yet there are no 
state programs to train young people who are outside 
the educational system and are members of poor or 
dysfunctional families. This program will provide job 
training for 900 young people between the ages of 16 
and 22 from the Venustiano Carrauza colony and the 
communities of Santiago de Alcahutepec and La 
Joyita in the Iztapalapa colony. Training will include 
apprenticeships in baking, carpentry, computers, 
cooking and serigraphy. Participants will have access 
to social services in health and counseling, as well as 
sports programs. In cooperation with the Secretariat 
of Education, basic courses leading to primary or high 
school diplomas will be offered, following the na
tional adult education model. 

This operation supports the second phase of a 
program being carried out with bank support since 
1995 by the Fundación Mexicana Bartolomé de las 
Casas, a nonprofit organization. The program will 
also strengthen the foundation so that its methodol
ogy can serve as a model for expanding the program 
nationally. 

Venture Capital Fund for Agribusiness 
(AGROSEED) 
($3 million MIF equity investment) 

The purpose of this operation is to attract private and 
public investment for using venture capital as an in
strument for financing small agroindustrial compa
nies in Mexico. The general objective is to expand 
the existing activity o í Operadora Agros (the Fund ad
ministrator) in the Mexican agroindustrial sector, and 
develop the use of venture capital for the niche occu
pied by small agroindustrial companies. The finan
cial objective of the Fund will be to achieve long term 
capital appreciation. The Fund's development objec
tive will be the creation of employment, generation 
of income and contributing to improvement in the 
living conditions of Mexico's rural population. 



THE YEAR'S LENDING 79 

Capital Market Development 
($1.5 million MIFgrant) 

The objective is to support the creation of a Mexican 
securities clearinghouse that is adequately capitalized 
and regulated and has an efficient and low-cost oper
ating structure. The project will support the drafting 
of the regulatory framework required for securities 
clearinghouse operations and propose improvements 
to existing legislation; develop a financial plan and fee 
structure; establish internal audit standards and proce
dures; develop bylaws, corporate governance and op
erating procedures; train staff; and identify areas for 
the further development of Mexican capital markets. 

Rural Financing for Small Farmers 
($1.5 million MIF grant) 

The objective of the project is to strengthen the in
stitutional capacity of the Mexican Foundation for 
Rural Development (FMDR) to deliver high quality 
and sustainable financial services to rural entrepre
neurs. The proposed project will provide technical 
assistance to facilitate strategy formulation and im
prove management and service delivery capacity and 
provide a credit enhancement that will permit the 
F M D R to access new funds. 

Maternal and Child Health Care Model for 
Indigenous Populations 
($554,300 grant from thefapan Special Fund) 

A combined model of modern and traditional health 
care developed through this program aims to improve 
the quality of health services for indigenous popula
tions. A basic health services package will focus on 
areas of health particularly problematic for low-in
come and indigenous peoples, including prenatal and 
maternal and child illnesses, malnutrition, diseases 
preventable by vaccination, health education, sexu
ally transmitted diseases, and family planning. 

T h e health package will be implemented 
through hospitals, primary health care facilities and 
local nongovernmental organization in indigenous 
communities in the states of Yucatán, Oaxaca and 
Puebla. Health communications strategies and an as
sessment system for health services will also be de
veloped. The program will also provide training for 

health providers, as well as training for community 
leaders and health teams in the use of traditional 
medicines within an integrated health services model. 

NICARAGUA 

The Bank has made 89 loans totaling $1,472 mil
lion to Nicaragua. Cumulative disbursements to
taled $1,115 million. 

Electric Sector Support Program 
($76.1 million loan from the FSO) 

This program will improve and expand electricity ser
vice while supporting reforms to restructure and 
privatize distribution and generation companies. 

Even though an estimated 44 percent of Nica-
raguans have no access to electricity, there have been 
virtually no additions to the country's generating ca
pacity or transmission system over the past 10 years. 
Problems in meeting growing demand have been ex
acerbated by the effects of El Niño weather phenom
enon, which lowered the water levels upon which the 
country's hydroelectric production capacity is based. 
Electricity rationing was necessary during the first 
half of 1998. 

This program will provide fast-disbursing funds 
released in tranches to support restructuring of the 
nation's electricity utility and privatizing or capitaliz
ing the power distribution or generation companies 
created as a result. 

The program's investment component aims to 
improve the efficiency and reliability of electricity sup
ply while preparing the system for future links with 
the Central American Electric Connection System. 
Financing will be used to build or repair some 717 kms 
of transmission lines and related substations; repair the 
water circulation system that serves the country's gen
eration plants; install metering equipment in the plants 
to reduce losses; purchase maintenance equipment; and 
design nontraditional renewable energy projects for at 
least two rural communities. 

Financial Sector Reform Program II 
($65 million loan and $ 765,000 TC loan from the FSO) 

This program will support a more stable, efficient and 
competitive banking sector by liquidating or priva-
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tizing state-owned banks and strengthening the legal 
and regulatory framework of the financial system. 

A series of Bank operations have supported 
structural reform of Nicaragua's financial system since 
1991. The number of private commercial banks has 
since increased steadily while financial conditions have 
deteriorated for state-owned banks, including the 
Banco Nacional de Desarrollo, Banco Nicaragüense de In
dustria y Comercio, Banco de Crédito Popular, and 
Financiera Nicaragüense de Inversiones. 

This operation is structured as a fast-disbursing 
operation in support of a macroeconomic stabiliza
tion program that is part of Nicaragua's Enhanced 
Structural Adjustment Facility (ESAF) with the In
ternational Monetary Fund. Funds will be released 
in tranches based on compliance with reform objec
tives, including dissolution or privatization of state 
banks, recovery of state bank assets, and structural 
reforms related to regulation and supervision and the 
delivery of more modern financial products. The pro
gram will provide technical assistance to a legal com
mission revising the financial sector legal framework, 
promote passage of a capital markets law, and 
strengthen bank norms and supervision. The parallel 
technical cooperation will improve procedures for 
data collection, analysis and information disclosure. 

Modernization of Ministry of Health Hospitals 
($48.6 million loan from the FSO) 

This program will improve the quality, efficiency and 
equity of the health system by modernizing and re
structuring public hospitals, targeting maternal and 
child health services to poor and remote areas, and 
supporting performance-based incentives for health 
teams. 

Since 1993, the Ministry of Health has imple
mented a series of reforms to decentralize adminis
tration and budgeting in the nation's health care sys
tem. Despite improvements in primary care and other 
areas, additional measures are needed to consolidate 
resource planning, allocation and use, and to moti
vate institutions and staff to efficiently deliver the 
quality services needed to improve Nicaragua's high 
morbidity and mortality rates, particularly among 
poor women and children. 

This program aims to transform the gover
nance, organization, management and clinical pro-

TRT 

M A S A Y A , NICARAGUA—Train ing for caregivers 

from community centers that provide early education ac

tivities, day care, and nutrition and health services for 

some 63,000 low-income children nationwide. A $3.5 mil

lion IDB loan in 1996 is supporting the program. 

cesses of two Managua hospitals, as well as strengthen 
the managerial and technical support provided them 
by the ministry. Training, consultancies and work
shops will focus on such areas as quality assurance, 
developing autonomous management structures, fi
nancial and human resource management, and ac
count ing and audi t ing. Repairs of hospital 
infrastructure and equipment will also be financed. 

The program will develop and deliver a high-
impact and integrated maternal and child health 
package targeted to some 46 municipalities with ex
tremely poor and indigenous populations. An esti
mated 72,000 infants and 94,000 pregnant women 
are expected to benefit. A performance-based incen-
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tive pay scheme will direct bonuses, training and 
technical assistance to health teams in primary care 
units, underserved rural areas, hospital clinical and 
nonclinical departments, and regional administrative 
offices. Finally, a demand-driven acquisition and dis
tribution system will be established to improve ac
cess to basic medicines and supplies. 

Tipitapa Power Plant 
($10.7 million loan from the OC, with a "B"loan of 
$19.2 million) 

This project will provide much-needed energy to 
Nicaragua by financing a 50.9 M W diesel power 
plant near Managua. The private firm building the 
plant will sell its output to the local public utility un
der a 15-year power purchase agreement. 

Because of its limited and sometimes precari
ous available capacity of less than 35 M W , Nicara
gua has to import energy or use blackouts. To cover 
peak demand and have a minimum reserve capacity 
in 1999, the government needs to secure 100 M W of 
energy. 

This project is the first private undertaking 
competitively awarded since legislation was passed in 
1997 to promote private participation in the electric 
sector. 

Support for the Restructuring of ENEL and the 
Introduction of the Private Sector 
($2.6 million MIFgrant) 

The objective of the program is to provide support 
for the restructuring of Empresa Nicaragüense de 
Electricidad (ENEL) and for the privatization of the 
companies created in the restructuring process. Part 
of this program would be funded on a contingent re
covery basis. 

Capital Markets Modernization Program 
($997,500 MIFgrant) 

The overall goal of the program is to support the de
velopment of the emerging capital markets of Nicara
gua by establishing the legal and regulatory framework, 
and mechanisms for the clearance and settlement sys
tem and public debt issues, according to internation
ally accepted standards for safety and soundness. 

PANAMA 

The Bank has made 106 loans totaling $1,968 mil
lion to Panama. Cumulative disbursements totaled 
$1,257 million. 

Program to Strengthen Highway Administration 
and Local Road Rehabilitation 
($156 million loan from the OC) 

Road and bridge maintenance and repairs financed 
by this program will reduce transportation costs and 
improve access to markets and services for the rural 
population. 

Efforts to improve Panama's transportation in
frastructure in recent years have focused on the ur
ban and interurban road system. Important gains 
have been made, but rural roads, which account for 
80 percent of the national system, continue to dete
riorate. 

This program will repair 1,260 kms of second
ary and local roads, replace 30 bridges, and build 
drainage works throughout the country. Private sec
tor participation will be encouraged by contracting 
out works where possible to small and medium-sized 
businesses. Sites were selected based on distributing 
the works as broadly as possible and taking into ac
count the location of agricultural production centers 
and communities with market access needs. 

Equipment, training and other technical assis
tance provided under the program will help the Min
istry of Public Works operate the national road 
network by installing a management information sys
tem, strengthening administration of tenders, super
vision and monitoring, introducing cost analysis and 
quality control techniques, and improving environ
mental management capacity. 

Electric Power Transmission Expansion 
($79 million loan from the OC) 

Development of an adequate transmission network 
is key to the efficient operation of a competitive elec
tricity market. This project will expand the capacity 
and improve the reliability of power transmission— 
the only operating activity to remain in state hands 
following restructuring of the electricity sector—from 
the western part of the country to Panama City. 
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Demand for electricity in Panama is projected 
to increase by at least 5 percent annually through the 
year 2015. Long-term expansion of the sector is based 
on increasing efficiency and increasing participation 
by the private sector. 

This project will also facilitate the additional 
supply of 695 Gwh annually from the Guasquitas-
Canjilones hydroelectric plant, as well as from Cen
tral America's interconnected electricity system 
starting in 2004. Approximately 400 kms of 230-ki-
lovolt dual circuit transmission lines will be built from 
the Guasquitas substation to the Panama II substa
tion to be built outside the capital. The project will 
also finance construction of two new switching sta
tions in the province of Chiriqui and expansion of 
the Llano Sánchez transformation substation in the 
province of Codé. 

Sustainable Development Program for Darien 
($70.4 million loan from the OC) 

This program will support sustainable economic and 
social development of the Darien Province while also 
promoting management and protection of its rich but 
fragile natural resources. 

The population of Darien has nearly tripled in 
the 20 years since the opening of the Pan American 
Highway. The province is the poorest in Panama, and 
deforestation and unsustainable farming practices in
creasingly threaten its resources. At the same time, 
nearly a third of its territory is occupied by the Darien 
National Park along the Colombian border. The park 
is the largest protected area on the Central American 
isthmus and has been designated a world heritage site 
by UNESCO. 

This comprehensive program aims to raise liv
ing standards in Darien by improving transport and 
increasing the quality and coverage of social services, 
while at the same time ensuring more sustainable and 
efficient use of the region's forestry, fishing and agri
cultural resources. The program will finance land use 
planning and titling to balance the needs of both pro
tected and production areas; improvements of port 
facilities, local airports and roads, including paving 
of an existing highway; repairs, construction and 
equipping of education, health, sanitation, electrifi
cation and other community facilities; and commu
nity productive initiatives in fishing, ecotourism, 

handicrafts and small industry in order to diversify 
the local economy. 

The program will also provide technical assis
tance, equipment and training to strengthen mana
gerial and supervisory capacity at the regional, 
municipal and indigenous community levels, includ
ing the large indigenous and afrolatin population, as 
well as that of institutions responsible for resource 
management 

Improvements in the Administration of Justice 
($18.9 million loan from the OC) 

This program will finance reforms, infrastructure and 
training designed to improve the quality, efficiency and 
transparency of the nation's legal and judicial systems. 

Since its return to democracy in 1990, Panama 
has reestablished independent judicial systems, 
strengthened them, and modernized the legal pro
cess. Although these efforts have laid the groundwork 
for the effective administration of justice, the legal 
system still needs improvement in organization, ac
cessibility and caseload management. 

This program will finance construction, equip
ment and operational design of regional judicial units 
in San Miguelito and Chiriqui to serve as judicial man
agement models, to be replicated in other parts of the 
country in later stages of the program. Redesigned ju
dicial management and working procedures, supported 
by modern information systems, will provide adminis
trative, technical and logistical support for judges and 
public prosecutors. The centers will include civil, 
criminal, family and juvenile courts, offices for defense 
counsel and prosecutors, and services for mediation, 
victim assistance and community relations. 

The program will also finance the implementa
tion of strategic plans designed to reduce the crimi
nal and civil court backlog, train staff and establish a 
judicial career path, strengthen the investigative arm 
of the Attorney General's Office, and improve citi
zen participation in the legal process through proce
dural reforms and public education campaigns. 

Support for Productive Sector Competitiveness 
($14.2 million loan from the OC) 

To boost their competitive capacity, Panamanian com
panies need the technological skills and know-how to 
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develop production. This program will promote the 
innovation and modernization required by the private 
sector by financing business support services, training 
programs and research and development. 

The Government of Panama has been moving 
ahead with tariff reductions and other reforms aimed 
at improving economic efficiency and growth. These 
measures will have a considerable impact on the 
country's productive sectors, which will need to go 
through an accelerated restructuring and adjustment 
process to adapt to new market conditions and con
tend with increased global competition. 

This program will provide matching funds to 
companies that undertake projects to modernize 
management and technology, as well as for commer
cially viable research and development in emerging 
areas of the economy. Financing will also strengthen 
the country's National Innovation System, a network 
of institutions, agents and policies directed toward 
adapting new technologies for the economy. Finally, 
10 Infocenters will be established to provide business 
support services ranging from Internet training to in
formation systems. In all, the program is expected to 
provide direct assistance to some 400 businesses 
throughout the country. 

Support for the Tourism Sector 
($2.5 million TC loan from the OC) 

This program will develop and implement strategies 
to stimulate private sector participation in the tourism 
sector and develop environmentally and socially sus
tainable tourism projects geared toward market needs. 

Tourism accounts for four percent of Panama's 
G D P and directly or indirectly employs five percent 
of the labor force. To diversify its current profile of 
business and trade-oriented visitors, Panama is look
ing to develop targeted and sustainable tourism ac
tivities that draw on the country's significant natural, 
historical, ethnic and cultural assets. This approach 
will require shifting the role of the national Panama
nian Tourism Institute (IPAT) from planning and 
executing tourism projects to facilitating private in
vestment and regulating the industry. 

A team of specialists funded through the pro
gram will identify the budget requirements, operating 
systems, technical skills and communications systems 
needed to restructure IPAT. A strategic market study 

will be prepared with information on target markets, 
available tourism products and other factors important 
for decisionmaking. Finally, to incorporate environ
mental, cultural and social considerations into national 
tourism policies and projects, the program will develop 
a regulatory framework for environmental protection 
and management of tourism resources, and promote 
measures that foster participation by communities and 
nongovernmental organizations in sustainable tourism. 

Business Plan and Strategy for the City of 
Knowledge Fundation 
($750,000 grant from the fapáñese Trust Fund for 
Consultancy Services) 

The City of Knowledge Foundation is a private, non
profit organization created in 1995 to support eco
nomic and social development through research, the 
transfer of technology and knowledge dissemination. 

Consultants contracted through this program 
will carry out studies and analyses leading to a strategy 
and business plan to guide a number of foundation ac
tivities. Of particular and timely importance will be de
velopment of an investment program to upgrade and 
adapt U.S. military facilities for scientific and educa
tional uses in anticipation of the turnover of the Inter-
oceanic Region by the Year 2000. A key project 
objective is to establish sound guidelines for Panama
nian and regional access technology on knowledge-
based competitive products that can be sold on world 
markets that are increasingly based on science and 
technology. The plan will help the foundation to iden
tify supply and demand of science and technology ser
vices, define a marketing strategy, and design a viable 
financial plan in order to become self-sustaining. 

Strengthening of the Anti-Trust System 
($662,100 MIFgrant) 

The project seeks to strengthen the Comisión de Libre 
Competencia y Asuntos del Consumidor (CLICAC) in
stitutional ability to encourage competition, con
sumer protection and trade advisory responsibilities. 
Its specific objectives are: i) to enhance CLICAC's 
ability to establish and execute antitrust policies that 
will increase competition in Panama's economy; ii) 
develop conceptual principles and methodologies for 
enforcing Panama's consumer protection laws and 
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applying CLICAC's consumer advocacy mandate; iii) 
build an analytical framework for resolving anti
dumping and subsidy issues; and iv) create guidelines 
for exercising CLICAC's authority to advise on safe
guards requests due to unfair international trade prac
tices. 

PARAGUAY 

The Bank has made 93 loans totaling $1,511 million 
to Paraguay. Cumulative disbursements totaled 
$1,047 million. 

Emergency and Infrastructure Rehabilitation 
Program 
($35 million loan from the OC, with an interest rate 
subsidy from the IFF) 

This program will repair roads, bridges, drainage and 
flood protection works and other public facilities 
damaged by heavy flooding brought on by the El 
Niño weather phenomenon. 

Torrential rains over 1997-98 in Paraguay 
caused flooding in several cities in the Paraguay and 
Parana River basins. Hardest hit were Asunción, 
Concepción, Alberdi and Pilar, as well as vast areas 
of the Chaco region, where thousands of people were 
cut off and living in emergency conditions. Over 
19,000 families nationwide either lost their homes or 
household belongings due to the severe weather. 

This program will finance repairs of 300 km of 
roads and 80 bridges; build walls, dikes, pumping sta
tions and shelters; and repair schools, hospitals and 
other public buildings. Funds will also be used to pro
cure crafts and vehicles to evacuate victims and pro
vide food and supplies to communities that have been 
cut off. 

The program will also purchase equipment and 
provide training and technical assistance to improve 
Paraguay's emergency response agencies. Modern 
weather forecasting instruments, geographical posi
tioning equipment and software, and integrated com
munications systems will enable authorities to better 
predict, prepare for and respond to severe weather. 
Professionals will be hired to support the country's 
National Emergency Committee in such areas as 
highway and bridge engineering, hydrology and 
drainage, the environment, and systems management. 

Support for Small-scale Cotton Producers 
($25.6 million loan from the OC with an interest rate 
subsidy from the IFF) 

Small farmers grow nearly four-fifths of all cotton in 
Paraguay and the crop is the primary source of rural 
income and jobs. This program will help these farm
ers increase production sustainability by reducing 
losses from pests and improving seeds, crop practices 
and soil conservation. 

The Paraguayan economy continues to revolve 
around agriculture: the sector employs more than a 
third of the population and accounts for over a quarter 
of G D P and nearly all exports. Through the 1980s, 
consistent agricultural growth was based on expand
ing cultivation into frontier areas. However, slowed 
productivity in recent years has signaled that agricul
tural expansion has reached its limits and major 
changes are needed to increase sustainable production. 

The program will target some 20,000 produc
ers with farms of less than 20 hectares in the eastern 
region, the country's primary cotton producing area 
and the one hardest hit by boll weevil infestation. An 
Integrated Pest Management Program will be devel
oped to provide technical assistance on the selection 
and use of pesticides to control cotton pests. Farmers 
will also be trained in ways to improve soil conserva
tion, access to technology, direct credit and market
ing services. A national system will be established to 
certify seed and pesticides. Finally, the program will 
develop a series of technology dissemination packages 
to convey key messages on issues such as producer 
organization, environmental protection and other ar
eas covered by the financing. 

Preinvestment Program 
($5 million loan from the OC) 

Preinvestment programs are a vital instrument for ef
fective and modern public management that enable 
countries to identify key areas of action in different 
economic and social spheres. This program will 
strengthen the public investment system in Paraguay 
by financing preinvestment studies for priority 
projects and by improving the capacity of public sec
tor agencies responsible for project design. 

This program will provide consulting services 
and other technical assistance for feasibility studies 
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COSTA VILLALBA, PARAGUAY— 

Small farmers like Estanislao Britez in

creased cotton yields through an agricul

tural program financed by a $55.6 million 

IDB loan. 

and final project design, facilitating project devel
opment and helping to prioritize the projects to be 
included in the national budget. Preinvestment 
studies will include projects to be financed by the 
Bank such as a highway project, consolidation and 
expansion of the electricity transmission system, and 
water supply and sewerage. More general studies 
will help identify potential projects and examine al
ternatives from a technical, environmental and eco
nomic standpoint. 

Through training, seminars and modernization 
initiatives, the program will also strengthen the ca
pacity of public sector agencies responsible for pro
gramming, preparing, analyzing, monitoring and 
evaluating investment projects, particularly in the fol
lowing ministries: Public Works and Communica
tion, Industry and Commerce, the Interior, Justice 
and Labor and Integration. 

Support for Technical Management of 
International Trade Negotiations 
($2 million grant from the FSO) 

Training, studies, seminars and logistical supports 
provided by this program will help Paraguayan offi

cials participate more effectively in regional and in
ternational trade negotiations, securing the maximum 
benefits possible and strengthening the country's bar
gaining position. 

Paraguay's regional and international trade in
creased dramatically as the country has started to 
strengthen its role in regional integration and trade 
liberalization processes through participation in 
MERCOSUR (1991) and G A T T (1994). With its 
commitment to the global economy in place, Para
guay now faces the challenge to develop the broad 
technical expertise needed to negotiate complex in
ternational trade issues. 

This program will train officials responsible for 
negotiation and implementation of trade accords and 
improve coordination between the various public and 
private sector institutions involved. Specifically, the 
program will strengthen the technical capabilities of 
the Ministry of Industry and trade; the negotiating 
and foreign service management skills of the Minis
try of External Affairs; and the mechanisms for com
munication and coordination of the Ministry of 
Integration and other players in the trade negotia
tion process. Training courses and seminars will fo
cus on such areas as market access and rules of origin, 
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trade practices, investment, intellectual property, and 
distortionary public policies. Technical studies will be 
prepared on financial, telecommunications and pro
fessional trade and services, and a database created to 
consolidate information in such areas as trade flows, 
tariffs, nontariff measures and international prices. 

Strengthening of Bilingual Education 
($700,000 grant from the FSO) 

Paraguay has two official languages, Spanish and 
Guarani, but the country's indigenous language has 
long been dominant in rural areas. With migration 
increasing into the cities, use of Guarani is expected 
to become more common in urban areas as well. Un
der a national bilingual education program that uses 
Guarani as the mother tongue in 400 schools, stu
dent performance has improved. 

This operation will strengthen the bilingual 
program through research, teacher training, public 
information campaigns and the production of educa
tional materials. The program will carry out national 
sociolinguistic mapping, develop guidelines for a 
standard usage of Guarani, design a language com
petency test, and evaluate bilingual programs. Train
ing will be provided for 570 teachers and staff, 
textbooks redrafted using Guarani, and a bilingual 
education school kit developed and distributed. The 
project is expected to benefit an estimated 28,000 pri
mary and middle school students. 

Training in the Design and Management of Social 
Policies and Programs 
($600,000 grant from the FSO) 

This operation will improve the quality of social pro
grams by training professionals and technical staff 
from the public and nongovernmental organizations 
that design and carry those programs out. 

An earlier phase of this training program fo
cused on the national level, but additional training is 
needed at local levels in order for the effects of the 
program to be felt in social program operations. More 
than half the 220 officials trained under this phase of 
the program will be from municipalities or depart
ments, and another 30 from NGOs. 

Training will be carried out through workshops 
on effective design, implementation and evaluation 

of social programs. Municipal workshops will be tar
geted to areas of the country that have been identi
fied as having the highest levels of poverty. Program 
goals include improving the effectiveness of officials 
responsible for implementing social policies and pro
grams, strengthening their commitment to social re
form, and supporting their efforts to generate local 
projects that can later be financed by the IDB-fi
nanced Social Investment Program. 

Indigenous Foundation for Agricultural 
Development (FIDA) 
($500,000 loan and $225,000 grant from the FSO) 

This project will develop sustainable productive ac
tivities for impoverished indigenous families living in 
the isolated Central Chaco region in western Para
guay. 

The Indigenous Foundation for Agricultural 
Development is a nonprofit economic development 
organization founded in 1991 as a cooperative effort 
between Mennonite settlers and 12 indigenous agri
cultural colonies. Like many of the Chaco's estimated 
18,000 indigenous peoples who have been displaced, 
residents of the colonies live in makeshift housing and 
often have difficulty affording food. 

Credit provided through this program will en
able some 155 indigenous families to expand cattle 
herds for consumption and marketing, build corrals 
and reservoirs and put up fencing, and plant pasture 
grasses. Technical cooperation will support improved 
nutrition by expanding family vegetable gardens and 
developing productive techniques that increase out
put, such as milk product processing. By helping in
digenous families generate income and meet their 
subsistence needs, the program aims to stem migra
tion to urban areas and to reduce dependence on tem
porary salaried work as well as on hunting and 
gathering the region's diminishing natural resources. 
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PERU 

The Bank has made 146 loans totaling $4,873 mil
lion to Peru. Cumulative disbursements totaled 
$3,727 million. 

Highway Rehabilitation and Improvement 
Program - Stage 3 
($300 million loan from the OC) 

This operation will support economic development 
and integration of an extensive region in the Peru
vian highlands by upgrading and repairing 437 kms 
of roads linking the region. 

With support from the IDB, the Peruvian gov
ernment has been rehabilitating its transportation in
frastructure since 1991. Priority was given to the 
principal highway system, particularly the Pan 
American and Central highways, and subsequently to 
roads linking the sierra to the coast. 

This program will finance road investments in 
the highland departments of Junín, Cusco, Huan-
cavelica and Ayacucho. Specifically, the program will 
repair the Cusco-Combapata, Huancayo-Imperial-
Izcuchaca and Ayacucho-Imperial highways and 
build bypasses at La Oroya and Urcos. The upgrades 
are expected to cut travel time by 25 percent and al
low for larger freight and passenger vehicles. 

The program will also promote private sector 
involvement in highway management by expanding 
the system of concessions. It will finance the public 
investment port ion to Road System 5 (Lima-
Huacho-Pativilca y Lima-Canta-Unish) and support 
preinvestment studies for other sections to be 
awarded to the private sector. 

Finally, technical assistance, training and 
equipment will be provided to improve the program 
of road investments and management of the high
way sector. 

Multisectoral Credit Program, Stage II 
($200 million loan from the OC) 

This program will help support private sector devel
opment and job creation in Peru in the face of exter
nal shocks by providing the credit needed to sustain 
the growth of larger businesses and help smaller com
panies expand. 

The Peruvian economy has suffered a double 
blow in recent years from the effects of El Niño and 
the Asian financial crisis. The weather phenomenon 
has caused extensive damage throughout the country 
at the same time when foreign investors, wary of 
events in Asia, have become increasingly reluctant to 
invest in emerging economies. As a result, economic 
growth in Peru has been cut by more than half, ex
ports have declined, and the perception of country 
risk in international financial markets has increased. 

The portion of this operation directed to me
dium-sized and large businesses marks the second 
stage of a 1994 IDB multisectoral credit program that 
has been fully disbursed. Medium and long-term 
credit will be channeled to investors through the 
government's Corporación Financiera de Desarrollo 
(COFIDE) to establish, expand or improve produc
tive activities through the purchase of fixed assets in
cluding permanent working capital, technical and 
administrative support services, and financing of capi
tal goods for exports and in the local market, as well 
as exports of consumer durables and engineering and 
installation services. 

Similar credit lines for investors in smaller 
firms—defined as those with fewer than 50 employ
ees—aim to better integrate this subsector into the 
economy by helping small firms target production 
and marketing and gain access to technology. Tech
nical assistance provided through the program will 
help C O F I D E expand its business development ser
vices, implement environmental safeguards, and con
duct studies of domestic financial markets. 

EnerSur Power Project 
($75 million loan from the OC, with a "B"loan of 
$255 million) 

This power project will provide a much needed and 
reliable supply of electricity to the largest mining re
gion in Peru. Mining accounts for 11 percent of 
GDP, and companies in the sector are some of the 
country's largest consumers of electricity. Until re
cently, most mining firms generated their own elec
tricity, but with the growth of a viable national 
electricity market they have turned more to private 
power producers to meet their energy needs. 

This project will upgrade and expand electric 
generating facilities once held by the Southern Peru 



Copper Corporation (SPCC), the largest mining 
company in Peru. Those facilities were purchased by 
the Belgian firm Tractebel, one of the leading devel
opers of energy facilities worldwide, which in turn es
tablished EnerSur, the project company. EnerSur will 
construct and upgrade the transmission interconnec
tion system between existing and new generation 
units, a step up transformer and substation, and 138 
kV of transmission lines connecting to a new substa
tion in Moquega. The combined generating units will 
have a total installed capacity of 464 M W . 

More than half the electricity generated will be 
sold under contract to SPCC, with the remainder 
available for sale to other mining companies in the 
region or to the spot market. The plant will be the 
first independent power project on the country's 
southern interconnected system, which serves a popu
lation of 1.6 million and includes the cities of 
Arequipa, Tacna, Cusco and Puno. 

While $75 million will be provided by the IDB, 
the "B" loan will be funded by U.S. institutional in
vestors through a private placement transaction. 

Wawa Wasi Daycare for Children under Three 
(Stage I) 
($46.6 million loan from the OC) 

Comprehensive daycare services financed by this pro
gram will provide education, health and nutrition ser
vices for small children from impoverished families. 
Parents and communities will be organized and en
couraged to participate in developing and operating 
the services. 

More than half of Peru's estimated 1.75 mil
lion children under three live in poverty, yet there are 
few early education or daycare programs available for 
this age group. Financing by the government of 
Wawa Wasi—a community-based daycare network 
through which services are provided in the caregiver's 
home begun in 1993—was supported by UNICEF 
as well as the IDB and the European Union. 

To expand Wawa Wasi so it can provide full-
time daycare for 90,000 children, this program will 
finance construction of 1,000 community daycare 
centers, production and distribution of 11,500 sets of 
materials and equipment on early childhood stimu
lation, and training for 800 grassroots management 
committees that will run the program at the local 

level. The program will directly employ some 12,000 
caregivers and enable thousands of mothers to join 
the workforce by giving them access to quality child 
care. Finally, an education campaign for parents will 
promote child nurturing and encourage community 
participation in the program. 

Global Microenterprise Credit Program, Stage II 
($30 million loan from the OC) 

This program will provide microenterprises greater 
access to credit and other financial services and 
strengthen the financial intermediaries providing 
those services. 

Microenterprises account for 40 percent of 
Peru's G D P and employ three-fourths of the eco
nomically active population, most of them poor and 
many of them women. Since 1996, the first stage of 
this program has provided over 29,000 loans averag
ing about $1,000 to microenterprises in all 21 of the 
country departments. There are, however, some 2.3 
million microenterprises in Peru, and despite the suc
cess of programs by the Bank and others in broaden
ing their access to credit, there continues to be large 
and unsatisfied demand among microentrepreneurs 
for training, marketing skills, credit and formal finan
cial services. 

This multisectoral credit program will provide 
resources for financial intermediaries such as banks, 
finance companies and savings to extend short and 
medium-term credit to microenterprises. Loans will 
be used to finance working capital or purchase fixed 
assets to establish or consolidate microenterprises or 
improve productivity. 

The program will build on technical assistance 
from the first stage directed toward transferring the 
microcredit methodology to financial intermediaries 
and strengthening information systems involved with 
the sector. By providing lenders with stable financ
ing, the program enables them to diversify and re
duce the volatility of their portfolios, making it easier 
to plan the growth of their lending operations, 
achieve economies of scale, and invest in systems, ser
vice infrastructure and human resources. 
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L I M A , PERU—Transactions at the 

Canto Grande branch of MiBanco, a 

microfinance bank that offers a full 

complement of financial services. A 

$150,000 IDB grant supported a task 

force that paved the way for MiBanco to 

open its doors in 1998. 

Support for Rural and Environmental 
Microenterprises 
($1.6 million in loans and grants from the 
European Union Special Fund for Financing of 
Microenterprises) 

These four separate operations will boost the produc
tivity and incomes of small farmers, establish a mar
ketable reforestation project, and create environmen
tal management microenterprises to provide public 
sanitation services. 

Programs will be carried out by the following 
organizations: 

The Center for the Study and Advancement of 
Small Farmers (CIPCA) to provide agricultural 
equipment, machinery, working capital, training and 
technical assistance to over 1,400 farmers in the Grau 
region of the coastal valley of Piura. 

The Institute for Socioeconomic Development 
(IPES) to establish public sanitation microenterprises 
in the cities of Chepén, Guadalupe, Pacasmayo, El 
Porvenir and Florence de Mora in the department of 
La Libertad. 

The Social Works and Public Instruction Out
reach Agency (PRO SIP) to finance investments in 
agricultural machinery and equipment and working 
capital and to develop a system of production sup
port services for some 900 low-income farmers in the 
Cañete Valley. 

The Technology and Development Associa
tion (TECNIDES) to establish a pilot reforestation 
program by providing training and technical assis
tance to small farmers in the production, processing 
and marketing of the tara tree. Participating locali
ties will be Atahuayún, Huasca and Huaychao 
(Ambo Province) and Huamangaga (Huánuco 
Province). 

Implementation of the Integrated Public Sector 
Financial Management System 
($1.5 million TC loan from the OC) 

This program will modernize and strengthen public 
administration by consolidating and improving an 
integrated financial management system, and ex
panding it to cover more of the public sector. 
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Studies of Peru's government financial man
agement system have identified the need to better 
coordinate budget, treasury and accounting systems 
and improve the flow of timely and reliable infor
mation needed for effective decisionmaking. The 
integrated financial management system was devel
oped by the Ministry of Economy and Finance with 
the prinicipal objective of improving public finan
cial resource management through the single entry 
recording of all government transactions at the ex
ecuting unit level. 

This program will complete development and 
installation of the modules needed to ensure that all 
of the some 600 executing units in the system can 
enter and access data on budgetary and financial per
formance. The program will also establish a perma
nent operational management with the necessary 
tools to use the generated information. 

Technical Support for the Development of 
Private Sector Health Care Providers 
($2 million MIFgrant) 

The project objective is to support the government 
of Peru in the creation of a policy and regulatory 
environment that enables the participation of the 
private sector in the social security health system. It 
will support the design and implementation of 
shared health management information systems; 
measures to assure the long-term sustainability of 
the system; implementation of consumer protection 
systems; and the launching of a public information 
program. 

Tourism Development and Training Program in 
Ayacucho 
($1.6 million MIF grant) 

The principal program objective is to train human 
resources in order to develop the tourism product of 
Ayacucho. The specific objectives are: (i) to offer 
technical training to young people in tourist services; 
(ii) to provide training in restoration to young people, 
to enhance their development and youth employ
ment; (iii) to document and enhance the value of the 
fixed and movable cultural heritage in historic cen
ters; and (iv) to increase awareness among and edu
cate key groups in ways and means of finding 

opportunities within the industry, for the purpose of 
enhancing the tourism product. 

The objectives will be achieved through imple
mentation of a three-year program that will include 
the following components: (i) training in services re
lated to the tourism industry (such as hotel manage
ment and associated services); (ii) t raining in 
restoration of the cultural heritage; and (iii) commu
nity awareness activities. 

Support for Instituto de Formación Bancaria 
($1.3 million MIF grant) 

The project will establish and develop the institu
tional and operative framework to serve, on a sustain
able basis, the increasing demand for training in mi
cro and small enterprise financing. 

SURINAME 

The Bank has made seven loans totaling $48 million 
to Suriname. Cumulative disbursements totaled $17 
million. 

Agriculture and Trade Policy Reform Loan 
($30 million loan from the OC with an interest rate 
subsidy from the IFF) 

This fast-disbursing loan will support economic 
policy reforms that eliminate government controls in 
such areas as external trade and rice production, fa
cilitating private sector diversification of export prod
ucts and markets. 

Suriname is rich in resources, but its small do
mestic market underlines the need for export-led 
growth. Increased production and export potential 
have been limited by interventionist economic poli
cies. Reduced European Union tariff preferences and 
adverse weather conditions in recent years have con
tributed to create economic problems, particularly in 
agriculture, which provides 12,000 jobs and accounts 
for a quarter of export earnings. 

To promote more sustainable economic devel
opment, this program will eliminate trade licenses 
and quantitative trade restrictions, foreign exchange 
surrender for nonmineral products, and administra
tive market controls for rice. Technical support will 
update computerized systems of the customs service 
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and provide equipment and training to institutions 
involved in trade promotion and negotiations. Fi
nally, the program will implement a forestry policy 
and regulatory framework mandated by the 1992 
Forest Management Act, along with policy changes 
to improve food safety and management of toxic 
agrochemicals. 

This loan is the Bank's largest ever to Suriname. 
As with all sector policy operations, the loan will be 
disbursed in tranches. 

Environmental Management 
($1.3 million grant from the FSO and $630,000from 
the European Union) 

This program will improve environmental policy and 
management by providing training and logistical sup
port to the country's principal environmental agency 
and developing a national legal and regulatory frame
work. 

Suriname's natural resource-based economv, 
traditionally managed with a focus on conservation, 
today faces growing economic pressures from the 
mining and forestry sectors. 

This program will strengthen the capacity of the 
National Institute for Environment and Develop
ment of Suriname (NIMOS) to address these issues. 
Professional staff at NIMOS and key line ministries 
will be trained in environmental and social assess
ment, planning, monitoring and enforcement, and 
community participation strategies, particularly for 
indigenous groups. Information systems, equipment, 
staffing and technical services will be provided to be
gin operations of four NIMOS offices. The program 
will draft umbrella environmental legislation for sub
mission to Parliament and develop an Environmen
tal Assessment System. Finally, studies will be 
financed on environmental policy and planning for 
the country's forestry belt and small-scale gold min
ing areas, concessions and development of a Geo
graphic Information System. 

Health Sector Reform 
(Grants of $1.3 million from the FSO and $750,000 

from the Japan Special Fund) 

Suriname has a mixed public-private health system 
in which service delivery is largely separate from fi

nancing. Health institutions enjoy some managerial 
autonomy, social security has high coverage levels, 
and there is formal means-testing for subsidized care. 
Other countries in the region are in fact introducing 
reforms already in place in Suriname, yet the health 
system there continues to have financial problems 
that compromise its performance. 

This program will assist the government in de
veloping and initiating policy reforms to improve the 
efficiency, equity and financial sustainability of health 
services. A series of studies, policy workshops and pi
lot projects will provide the Ministry of Health with 
a sound analytical base for policy development, while 
also supporting key policy changes in social insurance, 
provider reimbursement, targeting of public subsidies 
and quality assurance. Activities will include carrying 
out a household survey of health care demand, utili
zation and expenditures; developing financial and ac
tuary models to improve the financial sustainability 
of the State Health Insurance Fund; and modifying 
provider reimbursement methods to introduce greater 
incentives for cost containment. 

Modernization of the State Telecommunications 
Utility 
($700,000 grant from the Japan Special Fund) 

Studies carried out under this program will examine 
the best ways to reform and restructure Telesur, the 
country's telecommunications utility, in order to im
prove service and attract investment. 

Growth of the Surinamese telecommunications 
sector has been constrained not only by the country's 
economic problems but because of a lack of invest
ment in equipment and lines and the monopolistic 
position of Telesur. This program will analyze 
Telesur's operations to determine which investment 
and management options would best allow the util
ity to be competitive. Consultants will prepare stud
ies that identify cost and profit centers and make 
demand projections; outline necessary organizational 
reforms; and present financing and implementation 
options for the reform process, including ways to in
corporate private investment in Telesur operations. 
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TRINIDAD AND TOBAGO 

The Bank has made 31 loans totaling $931 million 
to Trinidad and Tobago. Cumulative disbursements 
totaled $567 million. 

Master Plan Development for Secondary Educa
tion Program 
($750,000 grant from thefapan Special Fund) 

Consulting services financed by this operation will 
provide the design and analysis needed to implement 
an upcoming Secondary Education Program that 
aims to improve educational quality and coverage. 

Trinidad and Tobago has long been recognized 
for its success in establishing an educational system 
and delivering all levels of education. Today, how
ever, the system faces a number of new challenges, 
particularly for secondary education, where enroll
ment has declined due to slow capacity expansion and 
budgetary constraints. 

A Master Plan developed through this program 
has defined the project execution framework and in
stitutional structure needed to assure viable second
ary education investments. The plan includes the 
analysis of curriculum, instructional resources, and 
teaching methodologies and training; the assessment 
of investments needed to upgrade school infrastruc
ture; the appraisal of policy initiatives and incentive 
structures that could improve school management 
and decentralization; and support for related reform 
efforts, including stakeholder consultation and feasi
bility studies directed at improving performance in 
the education sector. 

POINTE-A-PIERRE, TRINIDAD A N D TO
BAGO—Control room of the Pointe-à-Pierre oil refin

ery, modernized as part of a program to rationalize the 

oil sector and increase secondary oil recovery. A $260 

million IDB loan supported the operation. 

Productive Infrastructure Development and 
Tenure Regularization in Rural Trinidad 
($510,000from the Japan Special Fund) 

Consultancy services provided by this operation will 
be used to design the four components of an upcom
ing agricultural investment program: land adminis
t ra t ion, water resources management , quality 
improvement in regulatory services, and agribusiness 
modernization and development. 

The objectives of the investment program are 
to enhance land markets by improving the quality of 
land titles, develop economic infrastructure by sup

porting sustainable irrigation system management 
with user participation, improve regulatory and sup
port services, and identify new traditional and non-
traditional products. 

This technical cooperation will enable the Bank 
to incorporate important elements of the desired 
policy framework into the project design, particularly 
innovative policies for linking producers to interna
tional marketing opportunities, and policies to pro
mote user participation in program operations and 
maintenance. 

Consultants will review land registration legis
lation, develop boundary and ownership dispute 
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mechanisms and design computerized systems to im
prove agricultural lease management; update designs 
for the Middle Oropuche Catchment Basin and 
Aranguez irrigation projects; review systems for 
monitoring pest and disease outbreaks; and design a 
fund to provide matching grants for technology 
sourcing, export promotion and private investment 
for irrigation infrastructure. 

Strengthening Banking Supervision 
($720,000 MIF grant) 

This project will aid in strengthening the supervisory 
capacity of the Department of Bank Supervision 
within the Central Bank of Trinidad and Tobago, 
and will provide analytical support to the Central 
Bank as it spearheads the country's efforts to formu
late strategies to achieve stronger and more coherent 
supervision across the entire financial sector. 

URUGUAY 

The Bank has made 100 loans totaling $2,261 mil
lion to Uruguay. Cumulative disbursements totaled 
$1,437 million. 

Multisector Global Financing Program 
($155 million loan from the OC) 

Although private investment in Uruguay has recov
ered from the late 1980s and exceeded 9 percent of 
G D P over from 1993-97, the country still needs 
higher investment levels to sustain long-term eco
nomic growth. This will require strengthening 
mechanisms for channeling domestic savings into 
productive investment, particularly in the form of me
dium- and long-term credit companies need to re
structure, expand and modernize in order to compete 
in an increasingly regional and global economy. 

This program will help the Uruguayan finan
cial market meet the needs of private businesses of 
all sizes by financing expansion of the liquidity dis
count facility for intermediary financial institutions 
(IFIs) created under a previous IDB loan. The aim 
is to finance private investment projects that diver
sify, improve and expand efficient productive activi
ties that are market competitive. Lending resources 
will be channeled through the Central Bank to pub

lic and private commercial banks, finance compa
nies and financial intermediation cooperatives. The 
resources can be used to finance working capital (in
cluding permanent working capital relating to in
vestment projects), microcredit, and real estate and 
housing. The program will also support introduc
tion of other instruments such as lines of credit to 
IFIs cover the maturity mismatch, and for leasing 
operations. 

Resources for institutional strengthening will 
be used to develop the management capacity of do
mestic financial entities to gain access to the pro
gram, par t icular ly in terms of el igibi l i ty 
requirements for handl ing new products and 
microcredit. Finally, the program will strengthen 
and modernize the supervisory and regulatory capac
ity of the Superintendency of Financial Institutions. 

Agricultural Services Program 
($32.4 million loan from the OC) 

Thi s program will boost agricultural and 
agroindustrial productivity by promoting technologi
cal development and upgrading animal health and 
food safety standards in order to increase exports. 

Agr icu l tu re has been a corners tone of 
Uruguay's economic growth in the 1990s, account
ing for 80 percent of exports of primary and pro
cessed goods and nearly 10 percent of G D P . 
However, the demands of foreign markets along 
with growing competition are pushing the sector to 
modernize and diversify, with an emphasis on qual
ity and increased use of modern technology in pro
duction, processing and marketing. 

Projects financed by this operation for agricul
ture, livestock, ranching and forestry will focus on 
such specialty areas as genetics, agro-biotechnolo
gies, product packaging, sustainable technologies to 
mitigate soil damage, and the design of technolo
gies for small family-run operations. The program 
will also fund 30 applied or adaptive research 
projects to be carried out by public and private in
stitutions; training for 400 professionals; and estab
l i shment of e ight d e m o n s t r a t i o n farms for 
disseminating technology in the country's main 
agroecological regions. 

To assure that agricultural products meet both 
M E R C O S U R and international export standards, 
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the program will support epidemiological 
surveillance of primary production, upgrade 
national laboratory capacity, and strengthen 
regulation of hygiene and health controls in 
processing plants. Finally, the financing cov
ers Uruguay's contribution to the Regional 
Fund for Agricultural Technology estab
lished by IDB member countries. 

National Urban Renewal Program 
($28 million loan from the OC) 

This program will promote renewal of the 
historic La Aguada district in Montevideo 
by restoring the Artigas train station, build
ing a cultural center, and converting station 
facilities into space for commercial ventures. 
Key to the program is to attract private in
vestment, which is expected to be five times 
greater than the amount of public funds in
vested. 

Built in 1890, the General Artigas 
Central Station passenger terminal and 
freight sheds have been declared national 
monuments. Restoration of the abandoned 
station, with its central location adjacent to 
business and cultural centers, could expand 
Montevideo's cultural corridor and spark ur
ban renewal throughout the La Aguada dis
trict. 

This program will finance repairs of 
the facade, terminal and other parts of the 
station, paving the way for its operation by 
the private sector on a commercial basis. An 
estimated 4,300 square meters of floor space will be 
renovated. The station's central building will be con
verted into a Cultural Center equipped for musical 
presentations, theater, art and historical exhibitions, 
films and other events. Public parks and squares in 
the neighborhood will be upgraded and streets and 
waters and sanitation lines repaired. 

Crime and Violence Prevention 
($17.5 million loan from the OC) 

Like many Latin American countries, Uruguay has 
experienced a significant increase in violent crime 
since the 1980s. This program aims to assure the 

R A D I A L C O N C H I L L A S , U R U G U A Y — G r a n t s totaling 

$2.5 million from the Multilateral Investment Fund provide credit 

and training for young people to start small businesses like this 

homemade cheese operation. 

safety of citizens by strengthening crime prevention, 
enforcement and rehabilitation agencies, particularly 
those that work with young people in high-risk ar
eas. Available data show that violent assaults in 
Uruguay's urban areas have doubled over the last 10 
years. Most alarming is the low average age of perpe
trators and the recent growth of youth gangs, par
ticularly in poor areas of Montevideo. Nearly half the 
country's prison population is now between the ages 
of 18 and 29. 

This program will reinforce steps taken in re
cent years by Uruguayan authorities to assure the 
safety of its citizens by strengthening the institu
tional base for crime and violence prevention. The 
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program's focus will be on early intervention and 
community-based activities. Violence prevention 
training will be provided to teachers in pre-schools, 
primary and secondary schools in high-risk areas. 
Existing programs that target young people at risk 
of becoming delinquents will be strengthened. The 
National Juvenile Rehabilitation Center, a con
verted halfway house for young offenders, will offer 
more effective inmate rehabilitation programs. 
Training and equipment will also be provided to the 
National Department of Crime Prevention and 
other key agencies that work with prevention and 
domestic violence. To encourage participation by 
civil society, two community-based crime and vio
lence prevention centers will be established to de
velop strategies in cooperation with other public and 
private agencies. A special fund will provide match
ing grants to local communities who develop their 
own violence and crime prevention activities. 

Strengthening Small Retailers 
($1.9 million loan MIFgrant) 

This project will assist in efforts to make the retail 
industry and allied trades more competitive. Specific 
objectives are to improve retail business management, 
foster alliances among retail establishments, and con
solidate the Centro de Almaceneros Minoristas, Balistas 
and Afines del Uruguay, and in so doing accomplish 
an endeavor that can have a demonstration effect. 
The project will target retailers and others who em
ploy up to 19 people. 

Quasi-Equity Investment in FUCAC 
($1.5 million MIF quasi-equity investment) 

The project includes an institutional strengthening 
program which will be conducted through a series of 
technical assistance activities, and a financial compo
nent, consisting of a MIF loan to strengthen the capi
tal posi t ions of the Federación Uruguaya de 
Cooperativas de Ahorro y Credito (FUCAC), enabling 
it to double its loans to small and micro-borrowers in 
four years. The technical assistance program includes 
the improvement of various internal systems common 
to financial institutions, including strategic planning, 
operations, risk management and managerial infor
mation systems. 

Support for Capital Market Development 
($1.3 million MIFgrant) 

The objective of the program is to contribute to con
solidating and deepening Uruguayan capital markets 
by supporting the development of the regulatory and 
supervisory capacity of the Banco Central del Uruguay 
over the securities and insurance markets. 

Pilot Program for New Exporters (NEX) 
($610,000 MIFgrant) 

The program's objective is to provide assistance and 
training in export techniques to small Uruguayan en
terprises that are potential new exporters. The pro
gram will identify small enterprises with export 
potential and will support them in acquiring skills for 
managing foreign trade activities. 

VENEZUELA 

The Bank has made 73 loans totaling $4,405 million 
to Venezuela. Cumulative disbursements totaled 
$2,581 million. 

Fiscal and Public Sector Reform Program 
($400 million loan from the OC) 

This program will promote both sustainable macro-
economic stability and economic growth by support
ing fiscal policy and public sector reforms as well as 
increased private participation and regulatory reform 
in the domestic oil and gas market. 

As part of a standby loan from the International 
Monetary Fund in 1996, Venezuela embarked on a 
stabilization program that included an array of eco
nomic reforms. However, a drastic decline in inter
national oil prices since then has caused the 
equivalent of an estimated 7 percent drop in the 
country's G D P , hampering efforts to manage the 
economy. 

This quick-disbursing sector loan will enable the 
government to maintain critical social programs while 
laying the groundwork for a stronger economy. The 
loan will be disbursed in two tranches based on pro
gram implementation. A Macroeconomic Stabiliza
tion Fund will be established to reduce the volatility 
of public finances, make the public sector more inde-
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pendent of fluctuations in the oil market, and elimi
nate the procyclical nature of the country's fiscal 
policy. Legal and regulatory reforms will improve co
ordination between public finance, public credit and 
budget laws, simplify and streamline sales and in
comes, and create a new customs system. Civil service 
reform will be promoted by implementing a new job 
classification system. Finally, the program will sup
port regulatory reforms to attract private investment, 
increase competition, stimulate growth and improve 
service in the country's domestic market for petro
leum-based products and the petrochemical industry. 

Social Security Reform 
($350 million loan and $45 mil/ion TC loan from the OC) 

This loan will support comprehensive reforms de
signed to put Venezuela's social security system on 
sound financial footing, with effective regulation and 
increased private sector participation. 

The Venezuelan government has made social 
security reform the centerpiece of its structural reform 
agenda. Since the virtual collapse of the Venezuelan 
Social Insurance Institute, the country's principal so
cial security agency, the government has undertaken 
far-reaching reforms to establish a more efficient and 
equitable social security system that can provide 
higher-quality services and gradually expand cover
age. The reforms are designed to facilitate greater pri
vate in te rmedia t ion of savings and establish 
institutions and instruments capable of absorbing and 
distributing savings more efficiently. 

The country's new social security system will be 
comprised of three administrative and financially in
dependent subsystems: a compulsory pension program 
based on intergenerational transfers and individually-
funded accounts; a health system with separate regu
latory, financial, insurance and service delivery func
tions; and an unemployment system that will provide 
monetary and health benefits and job training. 

This operation includes a fast-disbursing sector 
loan to be disbursed in tranches based on fulfillment 
of conditions consistent with program objectives. The 
parallel technical cooperation loan will finance prepa
ratory work to design the system and the legal and 
regulatory framework, strengthen institutions involved 
in the social security system, and carry out public edu
cation campaigns about the new system will function. 

C A R A C A S , VENEZUELA—Preschooler at a child 

care center operated by Fundación del Niño, a nonprofit 

organization that received technical cooperation totaling 

$50,000 from the IDB. The program provides education, 

health and nutritional services for poor children of work

ing mothers. 

Decentralization of the Potable Water and 
Sanitation Sector 
($100 million loan from the OC) 

This program will improve the quality and coverage 
of water and sanitation supply by consolidating de
centralization of the sector through the establishment 
of independent service providers. 

Decentralization of Venezuela's water and sani
tation began in 1991 with the dismantling of the na
tional utility INOS. Although municipalities by law 
were to take responsibility for providing service, re
gional water utility companies carried out these func
tions. The transition period was marred by deficits, 
inefficient investments and high levels of unmetered 



THE YEAR'S LENDING 97 

water, and transfer to the municipalities was stalled 
until recent handovers in the states of Lara and 
Monagas. 

Building on the successful decentralization in 
these two states, this program will help establish six 
mixed autonomous water and sanitation companies 
owned by both municipalities and states. Through 
workshops, studies and training for local officials, the 
program will prepare a transition strategy and design 
service and concession contracts. The administrative, 
financial and operating areas of the companies them
selves will then be strengthened through the use of 
metering systems, surveys of users, improved collec
tion systems, computerized accounting and budget
ing, and urgent short-term repairs. Finally, the 
program will finance major repairs and expansion of 
the water and sanitation systems, including water im
poundment works, construction of water mains, stor
age tanks and distribution networks, expansion of 
wastewater treatment plants and outflow sewers, and 
environmental control works. 

To further lower costs and introduce new pro
duction and management technologies, the program 
will promote linkages with the private sector to deliver 
water and sewerage services through concessions, leas
ing and management or shareholder arrangements. 

Government Decentralization and Modernization 
($8 million TC loan from the OC, with cofinancing 

from the World Bank) 

This program will help the states of Falcón, Mérida 
and Aragua design and implement pilot projects for 
outsourcing, privatizing and granting concessions for 
delivery of public services. 

Increased decentralization in Venezuela in the 
1990s has meant that states now have to carry out 
many functions that were traditionally the responsi
bility of the central government. Promoting greater 
participation by the private sector and civil society in 
delivering these services helps to compensate for the 
fact that many state governments still lack the hu
man, technological and financial resources to provide 
the necessary service quality, coverage and efficiency. 

The program will help the states develop a strat
egy to transfer investment operations and responsi
bilities to the private sector, and draft innovative 
agreements with NGOs, community organizations 

and other civic groups to carry out public services. 
Consulting services and other technical assistance 
from the Bank will be channeled toward structuring 
and implementing these transactions, particularly in 
such areas as strategic asset sales, plans for worker or 
public participation in the capital of privatized busi
nesses, organizing auctions, and preparing bidding 
documents and contracts. 

The program will also support efforts to restruc
ture and modernize the Ministry of Transport and 
Communications, which has been in the forefront of 
the country's decentralization process. Consulting 
services, information systems and training will focus 
on strengthening the ministry's monitoring role and 
developing suitable regulatory frameworks. 

Strengthening of State-level Public Finances 
($6 million TC loan from the OC) 

This program will strengthen financial administra
tion at the state level in order to increase transpar
ency in public expenditure and make the delivery of 
public services more efficient and effective. 

Although the transfer of government functions 
to the states and municipalities is grounded in the 
Venezuelan Constitution, decentralization did not 
gain momentum until the enactment in 1989 of laws 
establishing elections for State governors and delin
eating the decentralization process. The latter law 
defined 18 services and responsibilities to be gradu
ally transferred to state governments, including edu
cation, public health and nutrition, public works, 
low-income housing and civil defense. Many states, 
however, still lack the administrative capacity and in
formation systems necessary to effectively carry out 
these decentralized responsibilities. 

Through training and consultant services, this 
program will introduce comprehensive reforms in up 
to 18 of Venezuela's 23 states in such areas as budget 
administration, accounting and the treasury. Com
puter systems for automating and integrating finan
cial administration, as well as other office equipment, 
will also be provided. The program looks to balance 
the use of national standards and systems with the 
particular needs of each state, with specific projects 
in such areas as operations programming, budgetary 
preparation, policy and programming, and cash man
agement. The program will also finance a territorial 
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financial information system to consolidate and har
monize budgetary and accounting information for 
official and public use. 

Public Finance Statistics Program 
($2.2 million TC loan from the OC) 

Public finance statistics are key to the effective de
sign, execution and supervision of economic policy, 
since they record the transactions that are the basis 
of economic, financial and fiscal analysis. This pro
gram will improve the Venezuelan government's eco
nomic policymaking by strengthening the capacity of 
the Ministry of Finance to provide complete, timely 
and accurate financial statistics. 

Training, equipment and administrative and in
formation system support will be provided to develop 
a modern public finance system based on internation
ally accepted methodologies; devise an effective legal 
framework in which it can operate; and strengthen 
the Public Finance Statistics Office, the responsible 
agency. 

Project consultants will help develop public fi
nance statistics on macroeconomic and central gov
e rnment issues as well as regional and local 
governments. Assistance will also be provided for fi
nancial accounting on administrative agencies and 
nonfinancial public enterprises. Training will include 
courses and seminars on public finance statistics, gov
ernment accounting and national accounts. Finally, a 
new legal framework for the national statistics sys
tem will be drafted based on the revised fiscal statis
tics standards and in coordination with the National 
Statistics and Information Systems Office. 

Provision of Business Services to Small Enter
prises ($1.6 million MIF grant) 

The project will offer non-financial services to small 
enterprises to facilitate technological innovation in 
the productive processes and management of small 
enterprises. The project will target non-traditional in
dustries in Venezuela that employ from 4 to 99 work
ers. It will focus on textiles, chemicals and plastics 
and machine tool production. These enterprises are 
mainly located in the north central part of the coun
try. 

Transport Concessions 
($1.5 million MIFgrant) 

The general objective of this project is to support 
the Government of Venezuela and the Venezuelan 
state governments in the development of a system 
for awarding public works concessions and in the 
promotion of private sector participation in provid
ing, operating, and maintaining transportation in
frastructure. The specific objective of the program 
is to improve the legal and regulatory framework 
applicable to private sector participation in provid
ing, operating and maintaining transportation infra
structure, giving national and state authorities the 
institutional and technical capacity to carry out this 
process, strengthening the system for regulating 
concessions, and promoting and taking part in spe
cific projects. 

Creation of Bank for Microfinance 
($1 million MIFgrant) 

This project will establish a commercial bank, Banco 
de la Gente Emprendedora (Bangente), that will pro
vide services to small and microenterprises. It will be 
Venezuela's first bank dedicated exclusively to small 
and microenterprise. Bangente will offer financial ser
vices through business offices that will be located in 
Venezuela's main cities, starting in 1998 with five 
branches in Caracas, Maracaibo, Valencia, Maracay, 
and San Cristobal. The project will establish a trust 
and outsource certain administrative tasks, including 
cash management, accounting, and payroll. 

REGIONAL 
The Bank has made 59 regional loans totaling $2,903 
million. Cumulative disbursements totaled $1,784 
million. 

Latin American Mezzanine Fund 
($75 million loan from the OC) 

This financing marks the Bank's contribution to a 
$500 million fund designed to provide long-term fi
nancing for Latin American infrastructure projects, 
to supplement sponsor equity as a form of risk capi
tal and to mobilize private sector investment. 
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The Darby Latin American Mezzanine Fund, 
L.P. will make two-thirds of its investments in the 
power, water and sanitation, transportation and tele
communications sectors, and the remaining portion 
in other productive sectors. Projects are expected for 
power generation, transmission and distribution; 
roads and bridges, mass transit, ports, pipelines and 
airport facilities; wastewater and water treatment sys
tems; and telephone systems, cable links and satellite 
communication. 

Mezzanine finance consists of financial instru
ments that combine debt and equity features. The 
fund will provide long-term subordinated loans with 
equity participation features such as conversion rights, 
warrants or other forms of profit participation. The 
Fund will be managed by Darby Overseas Invest
ments, an emerging markets fund management com
pany, with Banco Bilbao Vizcaya and Dresdner 
Kleinwort Benson. The Bank's participation aims to 
mobilize additional participation by such investors as 
insurance companies and pension funds. 

Support for Women's Leadership and 
Representation 
($3.2 million grant from the FSO, $350,000from the 
Norwegian Fund for Women in Development and 
$120,000from the Swedish Technical Cooperation 
Trust Fund) 

This program will promote participation by women 
in economic, social, political and cultural develop
ment and strengthen the skills of current and poten
tial women leaders. 

Latin America's renewed commitment to de
mocracy has opened up more possibilities than ever 
before for women to become involved in a broad range 
of issues and organizations. The push for more civic 
participation and leadership by women has translated 
into an increasing number of requests to funding in
stitutions to support new programs and initiatives. 

This program will make financial resources 
available to organizations that promote women's civic 
par t ic ipat ion, provide technical assistance to 
strengthen their institutional capacity, and support 
development of effective regional networks. The pro
gram will provide grants both to public agencies and 
nongovernmental organizations in support of such 
activities as leadership skills training, research, edu

cation, policy influence, coalition building and legis
lative reform. Institutional strengthening will focus 
on developing fundraising strategies, personnel man
agement, planning and communications skills. Re
gional conferences and workshops will be held for 
women leaders and women's organizations on such 
topics as political fundraising, mentoring for young 
people, and media and message development. 

Strategic guidance for the program will be pro
vided by a council made up of distinguished women 
leaders, governmental and nongovernmental organi
zations, and representatives from international orga
nizations that have also supported this initiative, 
including the United Nations, the Organization of 
American States, and the Inter-American Commis
sion on Women. 

Regional Training Program for Group C and D 
Countries (Second Year) 
($2 million grant from the FSO) 

This program provides training for officials from na
tional institutions responsible for preparing and carry
ing out social and economic development projects in 
the region's poorer and smaller countries. Its primary 
objective is to institutionalize a series of short, practi
cal courses related to project design and execution in 
training institutions in each of the beneficiary coun
tries so they may carry out the training in the future. 

During the first year of this program, national 
training strategies were prepared and nearly 3,000 pro
fessionals from executing agencies received training. 
Courses were developed in such areas as the logical 
framework for project design, institutional and orga
nizational analysis, gender analysis, microfinance, ne
gotiation, procurement and contracting procedures, 
disbursement procedures, project management, exter
nal auditing, and monitoring and evaluation. 

The program also selected national agencies to 
carry out training in the future and provided eight re
gional instructor training courses. The second year will 
see increased focus on training instructors as a way to 
institutionalize the program. At least 10 regional in
structor workshops and 100 national courses will be 
provided. Development of curricula and instructional 
materials will also continue, including new courses on 
environmental analysis, socioeconomic evaluation, and 
financial and risk analysis. 
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The José Luis Bobadilla Inter-American Network 
for Health Policy 
($1.5 million grant from the FSO) 

The Inter-American Network for Health Policy will 
support health reform initiatives in the region 
through training, policy research and establishment 
of a health information clearinghouse. The program 
is named in honor of a renowned Mexican health 
policy analyst and IDB staff member who died in an 
airplane accident while on mission for the Bank. 

Health systems among countries of the region 
vary widely with respect to such basic characteristics 
as epidemiological profiles, expenditure levels, and 
service delivery structures. As a result, there is no 
single model for health reform, and a growing need 
to enrich policy formulation with methodologically 
rigorous and often country-specific analysis of health 
care problems. 

The program will finance training and devel
opment of materials designed to improve the appli
cation of up-to-date policy and managerial tools for 
organizational analysis of health service delivery, epi
demiological profiles, cost-effectiveness and com
parative analysis, and quality assurance. Regional and 
subregional fora will be held to strengthen health sec
tor leadership, and awards and post-graduate schol
arships will be given to expand opportunities in the 
fields of public health research and innovations in ser
vice delivery. Finally, the program will establish the 
Inter-American Clearinghouse of Health System 
Reform Initiatives to collect, analyze and disseminate 
information key to health reform efforts. 

Support to the Caribbean Community for Exter
nal Trade Negotiations 
(Grants of $975,000from thefapan Special Fund and 
$200,000from the FSO) 

Training on vital aspects of trade negotiations and 
the preparation and dissemination of relevant tech
nical and policy studies under this program will 
strengthen the capacity of the Caribbean Commu
nity (CARICOM) countries to effectively negoti
ate mul t i la tera l , regional and bi lateral t rade 
initiatives. 

The Caribbean nations will be participating in 
several important negotiations in coming years, in

cluding those involving the World Trade Organiza
tion, the Free Trade Area of the Americas, and post
Lomé relations with the European Union. The 
inherent difficulties of conducting complex, multifac-
eted and simultaneous trade negotiations with both 
regional and extra-regional trade partners is com
pounded by the small size of the Caribbean econo
mies and their financial and human resource 
constraints. 

This program will support operations of the Re
gional Negot ia t ing Mach ine ry created by 
CARICOM to conduct external trade negotiations. 
Training will be provided to strengthen staff techni
cal capacity and negotiating skills in market access 
and rules of origin, customs procedures, unfair trade 
practices, government procurement, services and in
vestment, and intellectual property. The program will 
also finance sectoral specific policy studies along with 
studies on strategic areas of trade negotiations. Work
shops for senior-level officials will promote imple
mentation of study recommendations, and public 
conferences will be held to disseminate findings to 
other areas of civil society. 

Support for the Technical Secretariat of the 
Indigenous Peoples Fund 
(Grants of $600,000from the FSO, $189,000from the 
Norwegian Fund for Consulting Services, and 
$100,000from the Canadian Technical Assistance 
Fund) 

The Indigenous Peoples Fund is a public interna
tional agency established in 1993 to help indigenous 
groups in Latin America and the Caribbean raise in
vestment resources and develop strategies for devel
opment projects, and to promote collaborative action 
between governments and indigenous peoples on de
velopment issues. Its operations have been supported 
by IDB technical cooperation resources, and 19 of the 
countries that have ratified the Fund are IDB mem
ber countries. 

This program will support Fund activities that 
benefit indigenous communities and organizations in 
the region. To provide continuity to the Fund until 
income from its own capital is sufficient to sustain it, 
the program will also support its technical and ad
ministrative structure as well as measures to consoli
date the agency institutionally and financially. 
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The program will identify indigenous needs and 
prepare projects, provide training and technical as
sistance to indigenous organizations, and promote 
consultative activities such as national consultative 
bodies, workshops and seminars on indigenous issues. 
In terms of support for the Fund's Technical Secre
tariat, the program will finance staffing, prepare op
erations and manuals, install information systems, 
establish mechanisms for dissemination of informa
tion, and support efforts to negotiate and arrange new 
contributions of capital. 

Regional Biodiversity Strategy for the Andean 
Tropics 
($740,000 grant from the Japan Special Fund) 

This agreement with the Andean Community sup
ports coordinated development of a biodiversity strat
egy and action plan for conservation and sustainable 
resource use of Andean ecosystems. The participat
ing countries are Bolivia, Colombia, Ecuador, Peru 
and Venezuela. 

Ecosystems of the Andean tropics, believed to 
have greater numbers of flora and fauna species than 
any region in the world, have been identified as an 
international conservation priority. But the biodiver
sity of these systems is increasingly threatened by 
colonization, slash and burn agriculture, uncontrolled 
grazing, logging, mining and hunting. 

This program will assess the status of tropical 
areas in each of the participating countries and carry 
out studies in such fields as biosecurity, biotechnol
ogy and traditional knowledge. To promote national 
and regional dialogue on the issue, the program will 
finance workshops open to all parties involved, in
cluding governments, the scientific community, pri
vate businesses, nongovernmental organizations and 
special interest groups such as the indigenous, black 
and peasant communities. 

Support for the Andean Community's Regional 
Consultative Group for Economic Integration 
($700,000 grant from the FSO) 

This program will support the consolidation and deep
ening of subregional economic integration among the 
member countries of the Andean Community: Bolivia, 
Colombia, Ecuador, Peru and Venezuela. 

Intraregional trade among the Andean Com
munity countries has increased by an annual aver
age of 24 percent in the 1990s, both as a result of 
unilateral trade liberalization and reactivation of an 
intraregional free trade area. Still, continued growth 
of such trade, as well as increased participation in 
international markets, will require additional mea
sures such as modernizing customs systems, harmo
nizing trade regimes, and private sector level 
cooperation. 

This program will support creation and opera
tions of the Regional Consultative Group for Eco
nomic Integration as a forum for dialogue and 
coordination on trade issues, both among Commu
nity members and with donor organizations. The fi
nancing will also provide technical assistance in 
programming activities in sectors identified as priori
ties, and mobilize resources for specific projects. 

Support for the Free Trade Area of the Americas 
Initiative 
($650,000 grant from the FSO) 

This program will finance studies and other techni
cal support for negotiating groups on market access, 
agriculture and government procurement for the Free 
Trade Area of the Americas (FTAA) Initiative. 

At the Santiago Summit in 1998, 34 countries 
approved an Action Plan on trade and integration 
as part of negotiations on developing a hemispheric 
free trade by the year 2005. This program will pro
vide technical support to three areas of that plan in 
the form of consultancy services, support studies, in
formation gathering, and the development of data
bases. 

For market access, the program will provide tech
nical support to negotiations on tariff and nontariff 
measures, trade flows as well as rules of origin and de
fine customs procedures. Technical support for agri
cultural negotiations will focus on mechanisms and 
timeframes for eliminating export subsidies, tariffs and 
nontariff barriers, and identify other practices that dis
tort trade of agricultural products. Support for the ne
gotiating group on government procurement will 
concentrate on studying areas of commonality and di
vergence among government procurement systems as 
well as in the construction of a database on govern
ment purchases of goods and services. 
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Technical Preparation for Programs to Combat 
Domestic Violence 
(Grants of $250,000from the Norwegian Fund for 
Women in Development, $200,000from the FSO, 
$197,000from the Swedish Fund for Domestic 
Violence, and $60,000from the Finnish Technical 
Cooperation Trust Fund for Consulting Services) 

This operation will support development of programs 
to prevent and treat domestic violence by identifying 
best practices in existing programs, financing inno
vative pilot projects, and disseminating findings 
throughout the region. 

It is estimated in the 1990s that nearly half of 
adult women in Latin America have been abused by 
their partner. Although governments in the region 
have developed a number of programs and policies to 
combat domestic violence, further research and 
project analysis is needed to evaluate and implement 
the most promising interventions to reduce the inci
dence and cost of this most serious problem. 

This program will finance studies of services 
and programs against domestic violence in countries 
throughout the region, then provide technical and lo
gistical support to programs that are in need. Pilot 
projects will be designed and implemented for teacher 
training and curriculum development on domestic 
violence issues for the formal educational system; in
digenous groups; early detection and treatment of 
children who are abuse victims; policy development 
at the national level; and communications projects 
and treatment programs for those who commit the 
violence. 

The program will finance consulting services, 
information system support, workshops, and publi
cation of project results and comparative studies. In
formation gathered through this program will help 
provide a technical basis for decisions on future lend
ing operations for programs to combat domestic vio
lence. 

Microenterprise Recovery Program 
($12.5 million MIF grants and loans) 

The objective of this program is to help microenter
prise institutions in the Central American countries 
most affected by Hurricane Mitch. The project in
cludes two main components : $10 million in 

concessional loans to adjust to the losses that finan
cial intermediaries face as microenterprise clients are 
unable to repay their loans on a timely basis; and S2.T 
million in grants to the most severely affected insti
tutions. 

Investment Fund for Small Enterprises and 
Promotion of Domestic Sources of Risk Capital 
($10 million MIF equity investment) 

The principal objective is to assist small enterprises 
in their expansion and development through the pro
vision of capital, thereby strengthening the economies 
of the target countries and creating job opportunities 
for local workers. The project will create a regional 
fund that will encourage the participation of local 
pension funds in the two country pilot funds (Argen
tina and Chile). In the future, this regional fund, if 
deemed appropriate, may invest in shares of funds es
tablished in other countries in the region. 

Initiative PyME for Latin America and the 
Caribbean 
($4.8 million MIFgrant) 

This initiative is intended to promote cooperation 
between Latin American and Caribbean countries to 
spur technological development of productive enter
prises in the region, in order to increase their effi
ciency and competitiveness. 

This project will help small and medium-sized 
enterprises (SMEs) become more competitive. It will 
provide specialized technical assistance, help enter
prises find international business partners, establish 
a national liaison network, and promote dialogue be
tween the public and private sectors. 

Equity Investment in the Southern Cone 
Environment Fund 
($4 million MIFgrant) 

The project objective is to support, primarily by eq
uity financing, small-size businesses with solid 
growth potential, whose activities have a positive im
pact on biological diversity. The fund will respond to 
the growing need for equity financing in the 
biodiversity sectors, a niche under-served by existing 
equity capital investment funds. The fund will also 
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be supported by the Global Environment Fund, ad
ministered by the World Bank, with $5 million in 
grants, and the Swiss Government, with $4 million. 

Labor Market Modernization Program 
($4 million MIFgrant) 

The objective of this program is to improve the func
tioning of the working market by making an agree
ment between the social actors about the reform that 
will affect the working market and the economic in
tegration, strengthen the labor ministries by creating 
a system of information and by generating experi
ences that will contribute to the better functioning of 
the market. One of the goals of the program is the 
harmonization of labor standards. 

Latin America Challenge Investment Fund 
(LACIF) 
($3.7 million MIF grant, loans and equity invest
ments) 

The Latin America Challenge Investment Fund's 
specific objectives will be to assist financially sound 
microfinance institutions (MFIs) in obtaining local 
currency funding which will allow them to continue 
to grow their loan portfolios during their transfor
mation process. The fund will leverage Development 
Finance Institution investment capital with financ
ing from private, socially responsible investors, and 
will support the growth of existing guarantee funds 
through re-guarantee partnerships. Finally, the Fund 
will help "graduate" MFIs to the point that they no 
longer require guarantees to access commercial bank 
funding. 

Equity Investment in the Acción Gateway Fund, 
L.L.C. 
($2.7 million MIFgrant) 

The primary objective of Gateway is to mobilize a 
critical mass of resources to facilitate the transforma
tion of microfinance insititutions into formal finan
cial intermediaries (bank or nonbank) . These 
transformations make it possible for microfinance in
stitutions to expand the depth and range of the 
microfinance services they provide, accessing local 
capital markets and mobilizing savings. The forma

tion of a special purpose investment fund provides 
great flexibility in designing and executing the finan
cial instruments that Gateway will use to achieve its 
objectives. A key component of the Fund's success 
will be the ability to have formal participation on the 
microfinance institutions' boards, thereby participat
ing in strengthening governance. 

Labor Union Pension Training 
($2.3 million MIF grant) 

The program's objective is to promote the active par
ticipation of employees, workers and their families in 
the ongoing social security insurance and pension re
form processes in the region. An Information Center 
will be established and relevant materials prepared in 
order to train all parties involved in the reform pro
cesses. 

Credential System for the Caribbean Tourism 
Industry 
($2.2 million MIFgrant) 

This project will increase the international competi
tiveness of the hospitality and tourism workforce in 
the Caribbean Region by developing a regional 
credentialing system. Specific objectives of the project 
include bridging the existing gap between the de
mand for specific skill sets and the supply of high 
quality education and training in hospitality and tour
ism occupation, promoting consistent quality of ser
vice delivery, and facilitating professional recognition 
of work experience. 

Caribbean Tourism Health and Resource 
Conservation 
($1.3 million MIF grant) 

The overall project goal is to improve the quality and 
competitiveness of the tourism industry through the 
establishment and dissemination of quality standards, 
systems and registrations designed to ensure healthy, 
safe and environmentally conscious products and ser
vices for guests and staff. Specific project objectives 
include: (a) to define health, safety and resource con
servation needs for th tourism industry through col
lection, analysis, and dissemination of information 
from various sources, as identified in a needs assess-
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ment survey; (b) to establish standards-based systems 
and registrations for health, safety and resource con
servation which will be recognized and accepted by 
stakeholders with sustainable tourism interests; (c) to 
create a corps of qualified individuals who are trained 
and certified to carry out surveillance, monitoring, 
auditing, and training activities as identified in the 
project; and (d) to develop and implement a recog
nizable brand identity for the standards-based system 
and registration process. 

Training in Bank Supervision and Securities 
Regulation 
($1.3 million MIFgrant) 

This program is designed to support regional or sub-
regional training of bank and securities markets regu
lators to help ensure that technical staff of the relevant 
institutions are equipped with the proper training to 
manage the supervisory process in an increasingly 
complex and interrelated environment. By focusing 
on training financial market regulators in a regional 
or subregional setting, the program will support the 
ongoing policy dialogue related to the harmonization 
of market rules, improve the compatibility of market 
information, and further the integration of the Latin 
American and Caribbean region's financial and capi
tal markets. 

Harmonization and Integration of the Hydrocar
bons Market in the Central American Isthmus 
($1.1 million MIFgrant) 

The objective of the project is to promote the sus
tainable development of the hydrocarbons subsector 
(oil and gas) in the Isthmus. The MIF-financed por
tion of the project will promote conditions condu
cive to a more efficient and competitive hydrocarbons 
market. A second program, financed by the German 
G T Z , will promote a more sustainable use of hydro
carbon by increasing efficincy and mitigating envi
ronmental impact. 

Support for Financial Intermediaries 
($1 million MIF grant) 

The objective of the program is to strengthen the 
three largest affiliates of the Foundation for Interna
tional Community Assistance (FINCA) to become 
sustainable financial intermediaries with the poten
tial to be transformed into regulated financial insti
tut ions. The program would provide technical 
assistance in the areas of board and governance, hu
man resource development, strategic and operational 
planning, management of information systems, credit 
administration, organizational restructuring and re
search in product enhancement, new product devel
opment and transformation. 
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Technical Cooperation 

Technical cooperation (TC) is an important instru
ment to support, complement and strengthen bor
rowing member countries' efforts to address their 
social and economic development problems. It plays 
an essential role in advancing and supporting the 
Bank's lending programs and project pipeline devel
opment. T C helps create and transfer knowledge 
and experience, strengthen human resource devel
opment, modernize public agencies involved in 
project execution, and promote economic and trade 
integration initiatives. 

In 1998, the Bank approved 407 nonreimburs
able technical cooperation operations totaling 
$105.8 million. National T C s represented $81.6 
million (77 percent), while regional TCs accounted 
for $24.2 million (23 percent). As part of the Eighth 
Replenishment mandate, priority was given to chan
neling resources from the FSO net income to coun
tries with G D P per capita below $1,600, which in
cludes 12 countries classified in the Group C and D 
categories. 

A strong focus of the Bank's technical coop
eration is on programs to alleviate poverty and 
strengthen social sector program management. 
This emphasis was particularly reflected in 1998 in 
operations approved for the Bahamas, Costa Rica, 
El Salvador, Guatemala, Hai t i , Suriname and 
Paraguay. Efforts to reform public sector agencies, 
modernize legislative and judicial systems and en
courage broader civil society participation were fi
nanced by the Bank in Bolivia, C o l o m b i a , 
Ecuador, Honduras, Jamaica and Trinidad and 
Tobago. Strengthening environmental protection 
and natural resource management programs were 
approved for Belize, Brazil, Hait i , Panama and 
Suriname. The Bank also gave special attention to 
supporting micro and small enterprise development 
in order to create new job opportunities for the 
poor and improve their access to financial services. 
Such operations were approved for Bolivia, El Sal
vador, Guatemala and Peru. 

The Bank's nonreimbursable T C program was 
financed by a variety of sources during 1998. The net 
income of the Fund for Special Operations provided 
$21.2 million in convertible currency and $40 mil
lion in local currencies to finance the program. Do-

TABLE VI I . D ISTRIBUTION OF NONREIM
BURSABLE T E C H N I C A L COOPERATION 
(In thousands of US. dollars) 

Country 1998* 1961-98 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 
Chile 

12,259 
33 

1,301 
643 

2.001 
12,541 

1.968 

65,890 
20,643 
17,676 
4,706 

66,255 
I 38,425 

8,250 

Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 

2,718 
706 

3,976 
1,283 
2,989 
4,186 
3,267 

45,096 
43,019 
41,720 
48,424 
38,805 
38,077 
42,658 

Haiti 
Honduras 
Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

2,278 
3,739 

276 
4,484 
1,981 
2,915 
4,273 

42,527 
41,586 
28.523 
14,409 
59,267 
28,302 
50,344 

Peru 
Suriname 
Trinidad and Tobago 
Uruguay 
Venezuela 
Regional 

2,590 
5,593 
1,459 

149 
2,030 

24,225 

72,476 
20,823 
19,017 
26,429 
I 1,322 

571,719 

T O T A L $105,863 $1,606,388 

' Does not include Small Project financings. 

nor Trust Funds provided $44 million, including 
$20.4 million from the Japan Special Fund (JSF). 

Reconstruction efforts were supported by 
$550,000 in financing under the T C Emergency for 
Natural Disasters Program for 11 countries. 

In an effort to promote the sharing of knowl
edge and the transfer of technical expertise among the 
countries of the region, the Bank's Intraregional 
Technical Cooperation (TC-INTRA) Program fi
nanced operations totaling $422,000. 

The Bank also financed regional technical co
operation during the year to support a variety of ac
tivities, including programs promoting leadership by 
women, services for microenterprise, social protec-
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scientific research and technology 

development program. 

tion and housing for the poor, and health sector re
form and state reform. 

In trade, three projects were approved to con
tinue support for the ECLAC negotiations, as well 
as for globalization and integration processes. At a 
subregional level, operations were approved to assist 
in the trade negotiation mechanisms of the Carib
bean Basin countries and for the consultative group 
of the Andean countries. 

Approximately 18 percent of regional technical 
cooperation resources were allocated for training pro
grams, an essential component of the region's insti
tutional development. Another $2 million was 
approved to finance the second year ot a training pro
gram for public officials. 

On a sectoral basis, 45 percent of regional T C 
was devoted to programs to help alleviate poverty; 48 
percent to projects on modernization of productive 
activities, trade and integration and state reform; and 
5 percent for programs of natural resources, energy 
conservation and pollution reduction. 

Cofinancing 

In 1998, cofinancing totaled $3,535 million, includ
ing World Bank parallel financing of $2,840 million. 
Bilateral and multilateral cofinanciers provided $695 
million, with $534 million from Japan, the largest 
source of bilateral cofinancing. 

Japan cofinanced four projects. The Export-
Import Bank of Japan (J-Exim) contributed to the 
El Niño emergency relief program for Peru through 
a parallel cofinancing of $300 million. The Overseas 
Economic Cooperation Fund (OECF) of Japan, an
other important source of cofinancing, provided par
allel cofinancing for three projects: the El Niño 
emergency program for Peru ($130 million), the So
cial Compensation Fund (Foncodes), also in Peru 
($63.5 million), and the Cotton Support Assistance 
Program ($30 million) to complement the Bank's ef
fort to assist the agricultural sector in Paraguay. For 
its part, the Japan International Cooperation Agency 
(JICA) provided $11 million in grant cofinancing to 
improve educational infrastructure in El Salvador. 
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TABLE VII I . C O F I N A N C I N G IN 1998 
(In millions of US. dollars) 

Country 

Argentina 

Barbados 

Belize 

Bolivia 

Ecuador 

El Salvador 

Guatemala 

Haiti 

Honduras 

Nicaragua 

Paraguay 

Peru 

Venezuela 

Regional 

Project 

Special Structural Adjustment Program 

Modernization of Education 

Southern Highway 

Housing Support Program 
Small and Microenterprise Support Program 

El Niño Emergency Program 
Guayaquil Water & Sanitation 
Social Investment Fund - FIS II 

Educational Infrastructure Project 

Reform of Justice 

Basic Education Program 

Social Investment Fund - FHIS III 

Revitalization of Agriculture 
Social Investment Fund - FISE III 

Cotton Sector Support Program 

El Niño Emergency Program 

Social Investment & Compensation Fund 

Support to Public Sector Decentralization 

Forum on Violence in Central America 

IDB 

2,500.00 

85.00 

16.00 

60.00 
35.00 

70.80° 
40.00° 
45.00° 

70.94 

25.00 

19,40 

50.00 

40.00° 
50.00° 

25.65 

150.00° 

150.00° 

8.00 

Sources of Finance 

IBRD/IDA 

$ 2,500.00 

60.00 

32.00 

45.00 

45.00 

150.00 

100 

Japan 

I 1.00'" 

30.00° 

300.00-
130.00° 
63.50° 

Others 

31.5 ' 

10.00 
1.80 

12.75 lp 

8.00np 

2.00 «P 

2.80° 
4.80 ' 

25.00h 

30.00c 

30.00h 

5.00 8 

6.00' 
5.00 8 
4.00° 

5.008 

0.13' 

T O T A L $2,894.99 $2,840.00 $ 534.50 $ 161.03 

1 Export-Import Bank of Japan (J-Exim) 
'' Overseas Economic Cooperation Fund of Japan (OECF) 
' European Investment Bank (EIB) 
" Nordic Development Fund (NDF) 
" Swedish International Development Cooperation Agency (SIDA) 
1 Kreditanstalt fur Wiederaufbau (KfW) 
- Organization of Petroleum Exporting Countries (OPEC) Fund 
" Andean Development Corporation (CAF) 

International Cooperation & Development Fund (Taipei) 
Caribbean Development Bank 
Government of Norway 
ODA of the United Kingdom 

- Japan International Cooperation Agency (JICA) 
1 Kuwait Fund for Arab Economic Development 
Approved prior to 1998 

r Not added to total 

Germany's Kreditanstalt für Wiederaufbau 
(KfW) provided $6 million to Honduras's Social In
vestment Fund (FHIS III) and $4.8 million to sup
port Bolivia's small and microenterprises, both on 
concessional terms. The Swedish International De
velopment Agency (SIDA) granted $4 million to 

Honduras's FHIS III. In its first cofinancing with 
the IDB, the International Cooperation and Devel
opment Fund ( ICDF) of Taipei participated in 
Belize's Southern Highway Project with an untied 
concessional loan of S10 million. This project has also 
benefited from a grant of S12.8 million from the 
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United Kingdom's Overseas Development Agency 
(ODA) and from an $8 million untied concessional 
loan from the Kuwait Fund for Arab Economic De
velopment (KFAED). The Government of Norway 
supported the Forum on Violence in Centra l 
America, which was held in San Salvador, with a 
grant of $130,000. 

In multilateral cofinancing, the World Bank 
contributed $2,840 million, of which $2,500 million 
cofinanced Argentina's Special Structural Adjust
ment Program; $60 million and $150 million were 
provided for El Niño emergency programs in Ecua
dor and Peru, respectively; $32 million to support 
Guatemala's reform of justice; and $8 million to 
support public sector decentralization in Venezuela. 
The International Development Association (IDA) 
provided $45 million to support Nicaragua's Social 
Investment Fund (FISE III) and $45 million for 
Honduras's FHIS III. The Andean Development 
Corpora t ion (CAF) provided $25 million for 
Ecuador's El Niño emergency program and another 
$30 million for its Social Investment Fund (FIS II). 
The European Investment Bank (EIB) cofinanced 
Guayaquil's water and sanitation project in Ecua
dor with $30 million. The Nordic Development 
Fund (NDF) provided an interest-free loan of $2.8 
million to cofinance Bolivia's Housing Support Pro
gram. The Organization of Petroleum Exporting 
Countries (OPEC) Fund provided $5 million for a 
program to reactivate food production in Nicaragua 
and $5 million for Haiti's Basic Education Program, 
and another $5 million for Honduras's FHIS III. 
T h e Car ibbean D e v e l o p m e n t Bank ( C D B ) 
cofinanced Barbados's modernization of education 
with a $31.5 million loan and Belize's Southern 
Highway Program with a $1.8 million loan. The 
O P E C Fund extended a concessional and untied 
loan of $2 million for the Belize Highway. 

Funds in Administrat ion 

Trust funds are an important source of additional fi
nancing for projects, particularly those benefiting the 
poor (See Table IX). 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 Swedish Fund for Governance, State Reform and 
Civil Society. In 1998, there was a total of 49 funds 
in administration, including two new regional en
dowment funds. 

The Japan Special Fund (JSF) was established 
in 1988 to finance nonreimbursable technical coop
eration, primarily for project preparation. The fund 
has traditionally focused on operations for economic 
infrastructure and the protection of the environment. 
In 1998, the fund broadened the scope of the sectors 
eligible for financing, enabling it to begin providing 
resources for the social sectors, particularly education 
and health. The JSF is the largest source of nonreim
bursable technical cooperation, and its resources arc-
not tied. The fund made a record level of new com
mitments in 1998—S24.9 million for 48 operations. 
The Japanese government contributed 1.189 billion 
yen (aproximately $9 million) to the JSF during the 
year. Total contributions have reached 23.2 billion 
yen (approximately $188 million). 

The Bank continued to administer the Japan-
IDB Scholarship Program with grant funding to help 
develop human resources in the region. The program 
offers opportunities to selected individuals to under
take graduate studies at universities in member coun
tries in the social sciences, management, engineering, 
and other development-related fields. The program 
provided scholarships for 55 recipients for the 1998-
99 academic year. Cumulative resources totaled 1,425 
million yen (approximately $12.4 million) as of the 
end of 1998. Since the program's inception, 234 
scholarships have been awarded. 

A new Japan Program was also created in 1998, 
at the initiative of the President of the Bank, in order 
to strengthen the links between Japan and the rest of 
Asia, and Latin America and the Caribbean. This 
innovative Program will create opportunities for pro
viding expertise, knowledge, and best practices from 
Japan and Asia to the region for the formulation of 
economic and social development strategies, priori
ties and policies. The Program will finance the iden
tification and analysis of experience and lessons 
learned and the dissemination of findings. Activities 
of the Program will create and strengthen partner
ships between development-related entities of the 
two regions, both public and private. 

The Program for the Development of Techni
cal Cooperation among Member Countries of the 
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Bank (TC/Funds Program) was established in 1991 
to finance short and medium-term assignments of 
consultants, as well as training seminars and work
shops. The program has expanded to 27 funds total
ing $96 million and five agreements in-kind. 
Contributions have been donated by all but three of 
the nonborrowing member countries of the Bank. 
Prior to 1998, funds had been established by Austria, 
Belgium, Canada, Denmark, the European Union, 
Finland, France, Israel, Italy, Japan, the Netherlands, 
Norway, Portugal, Spain, Sweden, Switzerland, the 
United Kingdom and the United States. During 
1998, two new funds were established by Sweden and 
one by Norway. Contributions for 1998 totaled $22.8 
million for the replenishment of existing funds, for 
new funds, and for special contributions. During 
1998, resources from the TC/Funds Program were 
used to support 172 new technical cooperation 
projects for $20.5 million. 

The expeditious approval process, flexibility of 
use and diversified structure of multiple-use trust 
funds allow the T C Funds Program to compensate 
for some of its partially tied funds. Donors are pro
gressively untying their funds and providing specific 

untied contributions for special purposes. Conse
quently, the importance of T C funds for the financ
ing of nonreimbursable technical cooperation 
continues to grow, particularly in light of current 
budgetary restrictions and limited availability of 
concessional resources. 

Bilateral contributions increased in 1998 to $9.1 
million for the financing of specific projects, prima
rily in the social sectors. They included France's In
digenous Peoples' Support Program; Finland and 
Sweden's Social and Domestic Violence Program; 
Denmark's continued support to Social Policy Dia
logue; Sweden's Governance, State Reform and Civil 
Society Program and Integration of Emerging Social 
Policy Priorities in Central America; and Norway's 
Microenterprise Development Program, and its con
tinued support for the role of rural women in the de
mocratization process in Guatemala. The allocation 
of $4.4 million from the Norwegian, Danish, Swed
ish and Spanish Funds for Consultants constitutes an 
important contribution from the TC/Funds donors 
in support of Central America's emergency response 
to Hurricane Mitch. 
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T A B L E I X . F U N D S I N A D M I N I S T R A T I O N 

Name 
Date Entrusted 

Established By 

U.S. Dollar 
Equivalent 

Currency (In millions) 
Sector Concentration 
Or Purpose 

Social Progress Trust Fund 

Canadian Fund 

Venezuelan Trust Fund 

Norwegian Development Func 
for Latin America 

196 USA 

Japan Special Fund 

Spanish Quincentennial Fund 

1964 Canada 

1975 Venezuela 

1987 Noiway 

1988 Japan 

1990 Spam 

Trust Fund for Belgian Consultants 1991 

Swedish Fund for Small Projects and 
Technical Assistance for Latin America 

Austrian Technical Cooperation 
Trust Fund 

Israeli Consultant Trust Fund 
(Bank of Israel) 

Italian Consulting Films and 
Specialized Institutions 

Italian Individual Consultant Trust Fund 

Norwegian Fund for Women 
in Development 

Swedish Fund for Microenterprise 
Activities in Bolivia 

Environmental Technical Cooperation 
Trust Fund from The Netherlands 

199 

1992 

1992 

1992 

1992 

1993 

3elgium 

IDB Graduate Scholarship Program 199 I Japan 

Portuguese Technical Cooperation Fund 199 I Portugal 

Sweden 

Austria 

Israel 

Italy 

Italy 

993 Noway 

Sweden 

1993 The Netherlands 

USD 

CAD 

USD 
VBO 

USD 

JPY 

XEU 

BEF 

JPY 

PTE 

USD 

USD 

USD 

USD 

USD 

USD 

USD 

NLG 

525 

47.2 

400 
100 

83.8 

2.1 

24 

1.5 

5.0 

0.45 

0.45 

7.3 

2.0 

3.9 

3.9 

2.7 

Agriculture, sanitation, education, 
social 

Physical Infrastructure and other sectors 

Integration, natural resources, 
industry, exports 

Low-income groups, health, education, 
agriculture, small scale industry 

Technical assistance, small projects, 
emergency assistance 

Technical education, agriculture, 
health, communications, 
urban development 

Technical assistance for 

the preparation of projects 

Scholarship for advanced studies 

Technical assistance, scholarships and 
training 

Small projects financing for 
low-income groups 

Preparation, execution and supervision 
of projects 

Preparation and appraisal of economic 
and social development projects. 

Sector studies and special programs 

Short-term consultancy for 
development projects 

Technical assistance, studies, training 
and seminars under the Women in 
Development Program 

Micro and small enterprise activities 
n Bolivia 

Technical assistance for 
environmental activities 

Canadian Technical Cooperation 
Program 

1994 Canada CAD 7.0 Consultancy services in all sectors 
with emphasis on social reform 

Danish Consultants Fund 994 Denmark USD 6.9 Prefeasibility and feasibility studies 
in infrastructure, environment, 
health and education. 

Norwegian Technical Cooperation 
Trust Fund for Consulting Services 

1994 Noway USD 4.7 Prefeasibility and feasibility studies in 
infrastructure, environment, health 
and education 

Figures represent gross contributions at historical exchange rates and do not reflect balances on hand 
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T A B L E I X . ( C o n t . ) 

Name 

U.S. Dollar 
Date Entrusted Equivalent 

Established By Currency (In millions) 
Sector Concentration 
Or Purpose 

Spanish Fund for Consultants (ICEX) 1994 Spain ESP 4.4 All sectors, preferably in agroindustry 
and industrial restructuring 

Swiss Consultants Fund 1994 Switzerland USD 

United Kingdom Fund 1994 United Kingdom GBP 
for Consulting Services 

Japanese Trust Fund for 1995 Japan JPY 
Consultancy Services 

USTDA-IDB Evergreen Fund for 1995 USA USD 
Technical Assistance 

European Special Fund for 1997 European XEU 
Technical Assistance in Latin America Union 

European Special Fund for the 1997 European XEU 
Financing of Small Productive Projects Union 

3.3 

0.48 

15.2 

3.0 

3.9 

15.5 

Activities sponsored by the Bank and 
the Bolivar Program 

All sectors of activities, particularly 
for project assessment and 
technical support studies 

All sectors of activities for the 
preparation and implementation of 
projects 

All sectors of the Bank, preferably 
in support of infrastructure and 
industrial projects 

Improve preparation of projects, 
transfer of technology and 
development of human resources 

Small projects and technical assistance 

Finnish Technical Cooperation 
Trust Fund for Consulting Serv. 

1997 

French Technical Cooperation 1997 
for Consultancy and Training Activities 

Norwegian Fund for Innovation 
in Social Programs 

US-DOE Sustainable Markets 
for Sustainable Energy Fund 

Indigenous Fund 

Norwegian Fund for Microenteiprise 
Development 

Regional Fund for Agricultural 
Technology 

Swedish Trust Fund for Domestic 
Violence 

Swedish Trust Fund for Governance, 
State Reform and Civil Society 

Swedish Trust Fund for Consulting 
Services and Training Activities 

997 

1997 

998 

Finland 

France 

Norway 

USA 

Regional 

Norway 

Regional 

Sweden 

Sweden 

Sweden 

USD 

l-RF 

USD 

USD 

USD 

USD 

USD 

USD 

USD 

USD 

1.3 

5.5 

0.39 

2.5 

0.6 

5.6 

0.5 

1.7 

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 

Endowment fund for assistance to 
indigenous peoples 

Technical cooperation for the 
financing of microenteiprise project 
in poorest countries of LAC 

Endowment fund for assistance in 
agricultural projects 

Financing of projects directed to 
social and domestic violence 

Financing of projects of 
modernization of the state 
and civil society 

Consultants and training in 
social and economic development 
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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 Bank-financed procurement. 

In January 1998, the Board of Executive Direc
tors approved revisions to the Bank's procurement 
policies and procedures to make explicit the IDB's 
commitment to fight against corruption. The adden
dum to the Bank's policies includes (i) a definition of 
corrupt practices; (ii) measures to be adopted by the 
Bank when corruption occurs; and (iii) procedures to 
submit claims of corruption. 

In February 1998, the Bank sponsored a semi
nar on "Efficiency and Transparency in Public Sector 
Procurement Practices" in Washington, D.C. for its 
member countries' highest authorities in the area of 

procurement (Ministers and Deputy Ministers of Fi
nance and Comptrollers). The purpose of the meet
ing was to exchange information on best practices to 
increase efficiency, efficacy and transparency in the 
public sector procurement processes. It was agreed 
that public sector procurement needed to become an 
integral part of the ongoing state modernization. 

Disbursements of convertible currencies for the 
purchase of goods, works and consulting services un
der investment and sector loans totaled $6,307 mil
lion in 1998. Borrowing member countries received 
14,215 million, or 66 percent of this value. Local pur
chase of goods, works and consulting services for 
projects in the borrowing countries totaled $3,423 
million, while nonborrowing countries provided a to
tal of $2,092 million. The accompanying tables (Dis
bursements for Purchase of Goods and Services by 
Country of Origin, Tables X, XI and XII) break out 
disbursements for all Bank lending, sector loans and 
investment loans. Where applicable, the tables in
clude a detailed breakdown of local purchases and 
exports of goods, works and consulting services. 



TABLE X . DISBURSEMENTS FOR PURCHASE OF GOODS A N D SERVICES BY C O U N T R Y OF ORIGIN ( INVESTMENT A N D SECTOR LOANS) 
(In millions of US. dollars) 

1961-97 

Local Purchases Exports 

Amount 

Total 

Amount 

Local Purchases Exports 

Amount % Amount % 

Total 

Amount % 

Local Purchases 

Amount % 

Exports Total 

Amount % 

BORROWING COUNTRIES 
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 B o r r o w e r s 

$ 1,675.0 
10.8 
32.0 
O.C 

589.5 
4,509.5 
1.980.1 
,277.9 
326.5 
304.0 

1,132.2 
446.5 
221.0 

32.0 
38.2 

261.6 
194.2 

3,884.5 
201.2 
340.8 
371,9 
922.9 

0.7 
167.1 
476.0 
520.6 

$20,017 .0 

8.4 
0.1 
0.2 
0.0 
2.9 

22.5 
9.9 
6.4 
1,6 
1.5 

5.7 
2.2 

0.2 
0.7 
1.3 
1.0 
3 ■*: 

1.0 
1.7 
1.9 
4.6 
0 0 
0.8 
24 
2,6 

100.0 

$ 814.2 
9.2 
3.5 
0.2 

34.5 
2,090,4 

148.3 
232.6 
178.9 

6.0 
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 
I 12.5 
533.6 

$ 5,682.6 

3.1 
0.0 
0.0 
0.0 
0.1 
'.8 

0.6 
0.9 
0.7 
0.1 
0.7 
0.1 
0.2 
0.0 
0.0 
0.1 
0.3 
i.O 
0.1 
0.3 
0.2 
0.5 
0.0 
0.2 
0.4 
2.0 

21.3 

$ 2,489.3 
200 
35.5 

0.2 
624.0 

6,599.9 
2,128.4 

,5 10.5 
505.4 
320.0 

1,312,1 
477,3 
273,3 

34,0 
47,0 

295.8 
263.6 

4,681,2 
221.0 
424.9 
426.5 
,049,1 

0,7 
217.1 
588.5 
,054.2 

$25 ,699 .5 

5.3 
0.0 
0.1 
0.0 
1.3 

14.1 
4.6 
3.2 
l.l 
0.7 
2.8 

.0 
0.6 
0.1 
0.3 
0.6 
0.6 

I O.O 
0.5 
0.9 
0.9 
: 
0.0 
0.5 
1.3 
2.3 

55.1 

$ 465.3 
2.9 
4.0 
0.4 

61.4 
1.284.0 

24.7 
82.8 
17.8 
21.5 

138.9 
66.2 
74.4 

l.l 
40.0 
20.5 
21.1 

391.8 
44.6 
50.3 
61.6 
92.6 

24.2 
92.7 
28.4 

$3 ,423 .4 

3 6 
0.1 
0.1 
0.0 
1.8 

; 75 
33 
5.3 
0.5 
0.6 
I. 

1.9 
2.2 
0.3 
1.2 
0.6 
0.6 

3 

1.3 
1.5 
1.8 
5.6 

2.7 
3.8 

100.0 

*: 
0.0 
0.8 
0.0 
8.8 

392.4 
51.9 
45.0 

6.8 
5.6 

13.1 
».: 

10.2 
0.0 
0.8 
3.4 
2.6 

94.4 
0.5 
1.8 
6.9 

10.8 

0.9 
15.0 
31.2 

792.0 

2.1 
0.0 
0.0 
0.0 
0.3 
3.3 
1.8 
1.6 
0.6 
0.2 
0.5 
0.3 
0,4 
0.0 
0.0 
0.1 
3 

3.3 
0.0 
0.1 
0.2 
0.4 
00 
0.4 
0.5 
l.l 

27.5 

$ 525.8 
3.0 
4.9 
0.4 

70.3 
1,676.4 

76.6 
227.8 

34.6 
27.1 

152.0 
74.6 
yy 

1.2 
40.8 
24.0 
23.8 

486.2 
45.1 
52.2 
68.5 

203.4 

35.1 
107.7 
59.6 

$4,215.4 

ft.) 
0.0 
0.1 
0.0 
l. l 

.  ' * ■ ' 

1.2 
3.6 
0.5 
0.4 
2.4 
; 
-

0.2 
0.6 
0.4 
0.4 
7.7 
0.7 
0.8 
l.l 
3.2 
0.0 
0.6 
1.7 
2.5 

66.8 

$ 2,140.3 
3.8 

36. 
0.4 

650.9 
5,793.5 
2,004.8 

,460.7 
344.3 
325.5 

1,271,1 
512.7 
295.4 

43. 
178.2 
282. 
215.3 

4,276.3 
245.8 
39 1.2 
433.5 

l.l 15.6 
0.7 

191.3 
568.8 
649,0 

$23 ,440 .3 

9.1 
0.1 
0.2 
0.0 
2.8 

24.7 
8.6 
6.2 
1.5 
1.4 
5.4 
2.2 
1.3 
0.2 
0.8 
1.2 
0.9 

18.2 
1.0 
1,7 
1.8 
4.8 
0.0 

• 
2.4 
2.8 

100.0 

$ 874.7 
9,2 
4.3 
0.2 

43.4 
2,482.8 

200.1 
277.6 
195.7 
21.6 

193.0 
39.2 
62.4 

2.1 
9.5 

37,6 
72.1 

891.2 
20.3 
85.9 
61.5 
37.0 

0.0 
60.8 

127.5 
564.8 

$6,474.6 

3.0 
0.0 
0.0 
0.0 
0.1 
8.4 
0 ' 
0.9 
! ) . / 
0.1 
0.7 
0 
0.2 
0.0 
0.0 
0.1 
0.2 
3 3: 
0.1 
0.3 
0.2 
(i

1
*, 

0.0 
33 

0.4 
1.9 

21.9 

$ 3,015.0 
23.0 
40.4 

0.6 
694.3 

8.276.3 
2,204.9 

.738.2 
539.9 
347. 
.464. 
552.0 
357.9 

45.2 
1877 
319.7 
287.4 

5,167.4 
266.2 
477.1 
495.0 

1.252.6 
0.7 

252.2 
696.3 
,213.8 

$29 ,914 .9 

5.7 
0.0 
0. 
o.o 
1.3 

15.6 
■ : 

3.3 
1.0 
0.7 
2.8 

3 
0.7 
0.1 
0.4 
0.6 
0.5 
9.8 
0.5 
0.9 
0.9 
2.4 
0.0 
0.5 
1.3 
2.3 

56.5 

> -
-
Z 
a 
v. NONBORROWING COUNTRIES 

Austna 
Belgium 
Bosnia and Herzegovina 
Canada 
Croatia 
Denmark 
Finland 
France 
Germany 
Israel 
Italy 
Japan 
Netherlands 
Notway 
Portugal 
Slovenia 
Spain 
Sweden 
Switzerland 
United Kingdom 
United States 
Yugoslavia 
Total Nonborrowers 

0.J 
0.0 

0.0 

0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
00 
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 
CO 
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 

,452.7 
,832.9 

80.3 
2.016. 
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 

0.0 
**'. 

0.2 
5.5 
6.9 
0.3 
7.6 
5.6 

0.0 
2.9 

3 
2.2 
2.6 

38.5 
0.1 

78.7 

76.6 
184.1 

485. 
1.5 

104.8 
42.9 

1,452.7 
1,832.9 

80.3 
2.016. 
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 

0.2 
0.4 

1.0 
0.0 

3 
0.1 
3.1 
3.9 
0.2 
4.3 
3.2 
1.0 
0.1 
0.1 
0.0 

1.6 
0.8 

.3 
1.5 

22.0 
0.0 

44.9 

20.2 

37.6 
1.4 
7.4 
6 : 

109.6 
72.5 
17.1 

264,6 
125.9 

18.2 
4.5 
6.4 
1.8 

151.5 
66.5 
26.0 
64.5 

982. 

0.3 
0.7 

3 
0.0 
0.3 
0.2 
3.8 
6.0 
0.6 
9.2 
4.4 
0.6 
0.2 
0.2 
0.1 
5.3 
2.3 
0.9 
2.2 

34.0 
0.0 

72.5 

3 3 
20.2 

37.6 
1.4 
7.4 
6.3 

109.6 
172.5 

17.1 
264.6 
125.9 

18.2 

4.5 
6.4 
1.8 

151.5 
66.5 
26.0 
64.5 

982.1 

2,092.4 

0 ; 
0.3 

0.6 
( i . O 

0.1 
0 
1.7 
2.7 
0.3 

•i.; 
2.0 
0 ! 
0.1 
0.1 
0.0 
2.4 
l.l 
0.4 
1.0 

15.6 
0.0 

33.2 

0.0 
0.0 

0.0 
0.0 
0.0 
03; 
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 

03 
0.0 

0.0 
0.0 
: 
o.o 
0.0 
0.0 
o.o 
0.0 
o.o 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 

84.9 
204.3 

522.7 
2.9 

112.2 
49.2 

1,562.3 
2,005,4 

97,4 
2,280.7 
1.618.3 

492.9 
32.9 
31.0 

0.6 
913.7 
425.1 
613.5 
744,6 

1,2305 
4.3 

23,049.4 

* 
0.7 

0.0 
0.4 
0.2 
5.3 
6.8 
0.3 
7.7 
=.5 
1.7 
0.1 
0.1 
(1.!) 

3.1 
1.4 
2.1 
2.5 

38.0 
0.0 

78.1 

84.9 
204.3 

522.7 
2.9 

I 12.2 
49.2 

1,562.3 
2,005,4 

97.4 
2,280.7 
1,618.3 

492.9 
32.9 
31.0 
10.6 

913.7 
425.1 
613.5 
744.6 

I 1,230.5 
14.3 

23,049.4 

-.: 
0.4 

0.0 
0.2 
0 
2.9 
3.8 
0.2 
4.3 
3,1 
0.9 
0.1 
0.1 
0.0 
1.7 
0.8 
1.2 
1.4 

21.2 
0.0 

43.5 

TOTAL $20,017.0 100.0 $26,639.6 100.0 $46,656.5 100.0 $3,423.4 100.0 $2,884.4 100.0 $6,307.8 100.0 $23,440.3 100.0 $29,524.0 100.0 $52,964.3 100.0 



TABLE X I . DISBURSEMENTS FOR PURCHASE OF GOODS A N D SERVICES BY COUNTRY OF ORIGIN (SECTOR LOANS)
1 

(In millions of US. dollars) 

1990-97 I998
! 

1990-98 

Local Purchases Exports 

% Amount 

Total Local Purchases 

A m o u n t 

E x p o r t s Total 

BORROWING COUNTRIES 
Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
' >■ -■- i i . i 

Guyana 
Haiti $ 14.6 
Honduras 
Jamaica 
Mexico 
Nicaragua 6.8 
Panama 29.7 
Paraguay 
Peru 
Sunname 
Trinidad and Tobago 
Uruguay 
Venezuela 
Total Borrowers $51.1 

.'HO 

■ 3 

a 

NONBORROWING COUNTRIES 
Austna 
Belgium 
Bosnia and Herzegovina 
Canada 
Croatia 
Denmark 
Finland 
France 
Germany 
Israel 
Italy 
Japan 
Netherlands 
N o iway 
Portugal 
Slovenia 
Spam 
Sweden 
Switzerland 
United Kingdom 
United States 
Yugoslavia 
Tota l N o n b o r r o w e r s 

A m o u n t A m o u n t A m o u n t 

Local Purchases 

A m o u n t % A m o u n t % 

Expor ts Total 

$ 233.0 
5.9 
1.5 

0.1 
2.4 

799.8 
90.3 

118.8 
48.4 

0.0 
140.4 

9.6 
18.3 

1.4 
CO 
7.0 
2.4 

224.5 
0.1 

45.6 
12.7 
37.4 

0.7 
12.7 
76.1 

362,5 
$2,250.9 

$ 10.7 
97.4 

I 81.0 
0.1 
'32 

14.3 
183.3 
590.7 

5,1 
282.4 
357.5 
291.2 

15.6 
'1.3 
3.3 

190.9 

57.5 
21.5 

138.1 
3.993.5 

0.8 
6,557.8 

2.6 
0.1 
0.0 
0.0 
0.0 
9. 
1.0 
,3 

0.3, 
0.0 
1.6 

0,1 
0,2 
0.0 

o.o 
0.1 
(l.l! 

3.3* 
0.0 
05 
0.1 
0.4 
0.0 
0.1 
0.9 
4.1 

25.6 

0.1 
l.l 

. 
0.0 

0,2 
0.2 
2.1 
6,7 
0.1 
1.2 

■l 

37 
0.2 
0.0 
0.0 

0.7 
1.4 
1.6 

45.3 
0.0 

74.4 

$ 233.0 
5,9 
l.l 

0.1 
2.4 

799.8 
90.3 

118.8 
48.4 

0.0 
140.4 

9.6 
17.9 
l.l 

14.6 
7.0 
1.2 

224.5 
0.5 

75.3 
12.7 
37.4 

0 0 

76. 
362.5 

$2,325.6 

$ 10.7 
97.4 

181.0 
0.1 
3 

14.3 
183.3 
590.7 

5.1 
282.4 
357.5 
291.2 

14.2 
0.3 
0.1 

90.9 
57.5 
21.5 

138.1 
3,993.5 

0.8 
6,557.8 

0.1 
0.0 
0.0 
0.0 

■ 

1.0 
1.3 

O.b 
0.0 
1.6 
0.1 
0.2 
0.0 
5.2 
0.1 
0.0 
3 3 
0.0 

8 
0.1 
0.4 
0 0 
0. 
0.9 
4.1 

26.2 

0.1 
l.l 

3 3 
0.11 
0.2 
0.2 
2.1 
6.6 
0.1 
3.2 
- ■ " 

3.3 
0 2 
0.3: 
0 0 
2.1 
06 
1.4 
1.6 

-;• 
o.o 

73.8 

26.7 
0.0 
0.8 
0.0 
8.2 

297.4 

47.6 
36.4 

22* 
0.0 

12.3 
6.9 
7.9 
0.0 
033 
0.7 
0.3 

59.8 
0 . 
0.8 
5.8 
9.9 
0.0 
4.6 
4.3 
7.8 

569.0 

7.2 
17.8 
0.C 

30.1 
0.5 
6.9 
6.2 

83.7 
I 17.2 

6.6 
I 15.4 
99.6 

6.3 
4.0 
2.1 
3 3 

*** 
20.4 
21.9 
49.2 

754.1 
0.0 

,446.4 

1.3 
0,0 
0.0 
0.0 
0.4 

14.8 
2.4 
1.8 
0.5 
0.0 
0.6 
0.3 
0.4 
0.0 
0.0 
0.0 
0.0 
3.0 
00 
0.0 
0.3 
05 
0.0 
0.2 
0.7 
0.9 

28.2 

0,4 
0.9 
0.0 
1.5 
0.0 
0.3 
0.3 
4.2 
5,8 
(i i 
5.7 
4.9 
0,8 
0.2 
0. 
0.0 
4.3 

0 
l.l 
2.4 

y A 

0.0 
71.8 

26.7 
0.0 
0.8 
0.0 
8.2 

297.4 
47.6 

■ ■ ■ 

10.3 
0.0 

12.3 
6.9 
7.9 
0.0 
0.0 
0.7 
0.3 

59.ft 
O.b 
0.8 
5.8 
9.9 
0.0 
4.6 

14.3 
17.8 

569.0 

7.2 
17.8 

0.0 
30.1 
0.5 
6.9 
6.2 

83.7 
17.2 
6.6 

15.4 
99.6 

6.8 
4.0 

21 
0? 

3 D " 

20.4 
21.9 
49.2 

754.1 
0.0 

1,446.4 

1.3 
0.0 
0.0 
0.0 
0.4 
- r 
2.4 

i 
0.5 
3 2 
0.6 
0.3 
0.4 
32t* 
0.0 
0.0 
0.0 
3.0 

: : 
2 2 
0.3 
0.5 
2 : 
0.2 
0.7 
0.9 

28.2 

0.4 
C

 :
' 

0.0 
.5 

0.0 
0.3 
0.3 
4.2 
5.8 
0.3 
5.7 
4.9 
0.8 
0.2 
0.1 

2 : 
4.3 
1,0 
i.i 
2.4 

37.4 
0.0 

71.8 

6.8 
29.7 

28.6 

2 2 
58.1 

259.7 
5.9 
2.3 
0.1 

10.6 
1.097.2 

138.0 
155.1 
58.7 

0.0 
152.7 

6.6 
26.2 

1.4 
0.0 
7.7 
2.7 

284.3 
0.6 

16 I 
18.5 

17 i 
3,3 

17.2 
90.4 

380.2 
2,819.9 

7.9 
115.2 

211.0 
0.6 

26.. 
20.5 

2 6 7 0 
707.9 

11.6 
397.8 
457.0 
308.0 

9,6 
2 : 

3.6 
277.4 

77.9 
143.4 
187.3 

4,747.5 
0.8 

8,004.2 

0.1 
0.0 
0.0 
0.1 

10.1 
1.3 
.4 

0.5 
0.0 
1.4 
0.2 
:
3' 
0 0 
0.0 
0.1 
0.0 

0.0 

0.2 
0.4 
0.0 
o.; 
0.8 
3.5 

26.1 

0.2 
l.l 

■ 

0.0 
0.2 
. 

2.5 
6.5 
0.1 
3.7 
4.2 
2.8 
0.2 
00 
0.0 
2.6 
0.7 
1.3 

I 

43.9 
0.0 

73.9 

$ 259.7 
5.9 
1.9 
0.1 

10.6 
1.097.2 

138.0 
155.1 
58.7 

0.0 
52.7 

6.6 
25.8 

l.l 
14.6 
7.7 
1.5 

284.3 

1.0 
76.1 
18.5 
47.3 

3.2 
17.2 
90.4 

380.2 
$2,894 .6 

$ 17.9 
I 15.2 

21 1.0 
0.6 

26.2 
20.5 

267.0 
707.9 

I 1.6 
397.8 
457.0 
308.0 

18.2 
2.4 
0.4 

277.4 
77.9 

143.4 
187.3 

4,747.5 
08 

8,004.2 

T O T A L $51 100.0 $8,808.6 100.0 $8,883.3 100.0 

2.4 
0.1 
0.0 
0.0 
0 
0. 
3 
-I 

■2.2 
0.0 
1.4 
0.2 
0.2 
0.0 
o.i 
o.i 
0.0 

0:2 
07 
0.2 
0.4 
0.0 
0.2 
0.8 
3.5 

26.6 

D.2 
l.l 

9 
0.0 
0.2 
3 3 
2.4 
6.5 
0.1 
3.7 
4.2 

0.2 
0.0 
oo 
2.5 
0.7 
1.3 
1.7 

43.6 
0.0 

73.4 

$2,015.4 100.0 $2,015.4 100.0 $51.1 100.0 $10,824.1 100.0 $10,898.8 100.0 

Sector lending began in 1990. 
1 Starting in 1998, the information in this table reflects adjustment loan disbursements t o each bor rower as prorata shares of that borrower's eligible imports f rom supplying countries, using the latest available import data drawn f rom United Nations trade 

statistics. 



TABLE XI I . DISBURSEMENTS FOR PURCHASE OF GOODS A N D SERVICES BY C O U N T R Y OF ORIGIN ( INVESTMENT LOANS ) 
(In millions of U.S. dollars) 

1961-97 1961-98 

Local Purchases 
Amount % 

Exports Local Purchases 
Amount % 

Exports 
Amount % 

Local Purchases 
Amount % 

Exports 
Amount % 

Total 
Amount % 

BORROWING COUNTRIES 
Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 
jamaica 
Mexico 
Nicaragua 
Panama 

Peru 
Suriname 
Trinidad and Tobago 
Uruguay 
Venezuela 
Total Borrowers 

1.645.0 
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 

32.0 
123,6 
261,6 
194.2 

3,884.5 
200.8 
311.1 
371.9 
922.9 

0.7 
167.1 
476.0 
520.6 

19,942.3 

8.2 
0.1 
0.2 
0.0 
3.0 

22.6 
9.9 
6.4 
1.6 

b 
5.7 
2.2 
l.l 
0.2 
0.6 
1.3 
1.0 

19.5 
0 

1.6 
1.9 
4.6 
0.0 
0.8 
2.4 
2.6 

100.0 

NONBORROWING COUNTRIES 
Austna 
Belgium 
Bosnia and Herzegovina 
Canada 
Croatia 
Denmark 
Finland 
France 
Germany 
Israel 
Italy 
Japan 
Netherlands 
Norway 
Portugal 
Slovenia 
Spain 
Sweden 
Switzerland 
United Kingdom 
United States 
Yugoslavia 
Total Nonborrowers 

$ 581.2 
3.3 
2.0 
0.1 

32.1 
1,290.5 

57.9 
I 13.8 
30.5 
15.9 
39.6 
21.2 
34,0 
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 

304.3 
1.4 

85.5 
28.6 

1,269.4 
1.242.1 

75.3 
,733.8 

1.134.9 
183.6 
12.7 
74.2 

5.7 
571.4 
301.1 
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 
or 
0.7 
0.1 
'22 
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 
1.0 

19.2 

$ 2.226.2 
14.1 
34.0 
0.1 

621.6 
5,800.0 
2.038.0 
1,391.7 

457,0 
319,9 

I, I 71,9 
4677 
255,0 

32.7 
132.4 
788.8 
261.2 

4.456.8 
220.5 
349.5 
413.8 

1.01 1.8 
0.7 

204.4 
512.5 
691.8 

$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 
0.1 
0.1 
0.0 
1.2 

/ 
2.6 
3.0 

35.1 
0.1 

80.8 

62.5 
86.6 

304.3 
1.4 

85.5 
28.6 

,269,4 
1.242.1 

75.3 
.733.8 

1.134.9 
183.6 

2.7 
24.2 
5.7 

571.4 
301.1 
466.1 
541.8 

6,254.8 
13.5 

14,399.1 

5.9 
0.0 
0.1 
0.0 
1.6 

15.4 
5.4 
3.7 
1.2 
0.8 
2

1.2 
0.7 
0.1 
0.4 
0.8 
0.7 

11.8 
0.6 
0.9 
l.l 
2.7 
0.0 
0.5 
1.4 
1.8 

61.9 

0.2 
0.2 

8 
0.0 
0.2 
0.1 
3.4 
3.3 

4.6 
3.0 
0.5 
0.0 
0.1 
0.0 
1.5 
0.8 
1.2 
1.4 
6.6 
0.0 

38.1 

$ 465.3 
2.9 
4.0 
0.4 

61.4 
1,284.0 

24.7 
182.8 

7.8 
21.5 

138.9 
66.2 
74.4 
I l.l 
40.0 
20.5 
21.1 

391.8 
44.6 
50.3 
61.6 

192.6 
0.0 

24.2 
92.7 

128.4 
$3,423.4 

13.6 
0.1 
0.1 
0.0 
ft 

37.5 
0.7 
5.3 
0.5 
0.6 
4.1 
1.9 
2.2 
0.3 
1.2 
0.6 
0.Í 

■ 

1.3 
1.5 
1.8 
5.6 
O.i i 
0.7 
2.7 
3.8 

100.0 

$ 33.8 
0.0 
0.0 
0.0 
0.6 

95.0 
4.2 
8.6 
6.5 
5.6 
0.8 
1.5 
2.3 
033 
0.8 
2.7 
2.3 

34.6 
0.0 
l.l 
l.l 
0,9 
0.0 
6.3 
0.7 

13.4 
$223.0 

t 23 
0.0 
0.0 
0.0 
4.7 
0.2 
0 4 
0.3 
0.3 
0.0 
0.1 
0.1 
0.0 
0.0 
0.1 
0.1 
1.7 
0.0 
0.1 
0.1 
0.0 
0.0 
0.3 
0.0 
0.7 

25.7 

$ 499. 
3.0 
4.0 
0.4 

62.0 
,379.0 

28.9 
191.4 
24.3 
27. 

139.7 
67.7 
76.7 
11.2 
40.8 
23.3 
23.5 

426.4 
44.6 
51.4 
62.7 
93.5 
0.0 

93.4 
141.8 

$3,646.3 

i , 

0.1 
0.1 
0.0 
1.4 

32.1 
0.7 
4.5 
0.6 
0.6 
3.3 
1.6 
1.8 
0 ■ 
1.0 
0.5 
0.5 

1.0 
1.2 
1.5 
4.5 
031 
0.7 
2.2 
3.3 

85.0 

$ 2,110.3 
13.8 
36.1 
0.4 

650.9 
5,793.5 
2.004.8 
1.460.7 

344,3 
325.5 

1,271.1 
512.7 
295.4 

43.1 
163.6 
282. 
215.3 

4,276.3 
245.4 
361.5 
433.5 

1,1 15.6 
0.7 

191.3 
568.8 
649.0 

$ 23,365.6 

$ l.l 
2.4 

7.6 
0.9 
33. 
0.1 

26.0 
55.3 
10.5 
49,1 
26.4 

.4 
0.6 
4.4 
1.5 

64,9 
46. 
4.1 

15.3 
228. 

0.0 
646.0 

0.1 
0.1 

0.4 
0.0 
0.0 
223 
1,3 
2.7 
05 
7.4 
1.3 
0.1 
0.0 
0.2 
0.1 
3.2 
2.3 
0.2 
0.8 

I 1.3 
0.0 

74.3 

l.l 
2.4 

7.6 
0.9 
0.5 
•3* 

26.0 
55.3 
10.5 

149, 
26.4 

: 
0.6 
4.4 
l.b 

64,9 
46.1 

4 
15.3 

228. 
0.0 

646.0 

0.0 
0.1 

'22 
0.0 
0.0 
0.0 
0.6 
1.3 
0.2 

0.6 
0.0 
0.0 

'• 
0.0 
1.5 

0.1 
0.4 
5.3 
0.0 

15.0 

9.0 
0.1 
0.2 
0.0 
2.8 

24.8 
8.6 
6.3 
1.5 
1.4 
5.4 
2.2 
1.3 
0.2 
0.7 
1.2 
0.9 

18.3 
l.l 
1.5 
1.9 
4.8 
0.0 
0.8 
2.4 
2.8 

100.0 

$ 615.0 
3.3 
2.0 
0.1 

32.7 
1,385.5 

62.2 
122.4 
137.0 
21.5 
40.4 
22.7 
36.3 
0.7 
9.5 

29.9 
69.4 

606.9 
9.7 

39.5 
:
32 

89.7 
0.0 

43.6 
37.1 
84.7 

$ 3,655.0 

63.6 
89.0 

3 I. 
2. 

85. 
28. 

,295. 
1.29/, 

85. 
,882. 

1,16 
184 
13 
28 

7. 
636 
347. 
¡
v
*3. 

557 
6.482 

13 
15,045. 

3.3 
2 
0.0 
0.0 
0.2 
7.4 
0.3 
0.7 
0.7 
0.1 
0.2 
0.1 
0.2 
0.0 
0.1 
0.2 
0.4 
3.2 
0.1 
0.2 
'.. 
0.5 
0.0 
222 
0.2 

.0 
19.5 

0.3 
0.5 

1.7 
0.0 
0.5 

6.9 
6.9 
02 

10.1 
6.2 
1.0 
0.1 
0.2 
0.0 
3.4 
1.9 
2.5 
3.0 

34.7 
0. : 

80.5 

$ 2,725.3 
17.1 
38.1 
0.5 

683.6 
7.1 79.0 
2,067.0 
1,583.1 
481.2 
347.0 

1.3 I 1.5 
535.4 
331.7 
43.8 

173.1 
312.1 
284./ 

4.883.2 
265.2 
400.9 
476.5 

1,205.3 
0.7 

235.0 
605.9 
833.7 

$27,020.6 

; 63.6 
89,0 

311.8 
2.3 

85 "* 
28.7 

1,295.4 
,297.4 

85.8 
,882.9 
.161.3 
184.9 

3.3 
28,5 
7.1 

636.4 
347.2 
470.1 
557.1 

6,482.8 
13.5 

15,045.1 

6.5 
0.0 
0.1 
0.0 
1.6 
2 

4.9 
3.8 
l.l 
0.8 
3.1 

2 
0.8 
0.1 
* O** 
0.7 
0.7 

I 1.6 
0.6 
1.0 
l.l 
2.9 
0.0 
0.6 
1.4 
2.0 

64.2 

3 1 
0.2 

0.7 
0.0 
0.2 
3 
3.1 
3.1 
: 

4.5 
2.8 

; 

0.0 
0.1 
.2 
1.5 
0.8 
l.l 
1.3 
5.4 
0.0 

35.8 

H 
X 
-
-
> 
-

r 
-
Z 
a 
z 
O 

TOTAL $19,942.3 100.0 $17,831.1 100.0 $37,773.4 100.0 $3,423.4 100.0 $869.0 100.0 $4,292.3 100.0 $23,365.6 100.0 $18,700. 100.0 $42,065.7 100.0 
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STATEMENT OF APPROVED LOANS AND GUARANTEES, 1998 
Ordinary Capital 

Country Project 

Bahamas Family Islands Water Project 

Loan 
Number 

Amount 
(Expressed 

in Millions of 
U.S. Dollars) 

Argentina Special Structural Adjustment Program and Strengthening 
of Banking System Safeguards 1163/OC-AR 2,500 

Emergency Flood Rehabilitation Program 1118/OC-AR 300 
Municipal Reform and Development Program 1164/OC-AR 250 
Water Supply and Sanitation Sector Reform 1134/OC-AR 250 
Support for Railroad Improvements1 1146/OC-AR 75 
Institutional Support, Fiscal Reform and Investment Planning for 

the City of Buenos Aires 1107/OC-AR 200 
Public Sector Reform in the Province of Mendoza 1103/OC-AR 80 
Correo Argentino Investment Program 1140/OC-AR2 75 
Support for Argentine Natural Gas Pipeline Company 1129/OC-AR ' 75 
Federal Program for Women 1133/OC-AR 7.5 
Judicial System Reform 1082/OC-AR 10.5 
Program to Assist Children and Adolescents at Risk 1111/OC-AR 10 

1112/OC-BH 14 

Barbados Education Sector Enhancement Program 
Solid Waste Management Program 

1154/OC 
1130/OC 

BA 
BA 

85 
13 

Belize Southern Highway Project 1081/OC-BL 16 

Bolivia Aguas de Illimani Water and Sanitation Project 1151/OC-BO 15 

Brazil Global Multisector Financing Program 1125/OC-
Habitar Brasil Low-income Neighborhood Improvement Program 1126/OC-
Porto Alegre Municipal Development Program 1095/OG 
Uruguaiana Gas Thermal Plant 1121/OC-
Castello-Raposo Toll Road Project 1156/OC-
Legislative Integration and Participation Network (Interlegis) 1123/OC-

BR 
BR 
BR 
B R 4 

BR 5 

BR 

1,100 
250 

76.5 
75 
75 
25 

Colombia Electric Power Sector Program 
Citizen Security Program 

Cartagena Sewer System 
Tibitoc Water Treatment Facility 
Support for the Economic Participation of Women 

1159/OC-
1085/OC-
1086/OC-
1087/OC-
1088/OC-
1089/OC-
1119/OC-
1141/OC-

C O 
C O 
C O 
C O 
C O 
C O 
C O " 
C O 

350 
20 
10 
12 
15 
24.3 

9 

6.5 

Costa Rica Miravalles III Geothermal Power Project 1105/OC-CR 16.5 

Partial credit guarantee 
Complemented by a "B 
Complemented by a "B" 
Complemented by a "B" 
Complemented by a "B" 
Complemented by a "B" 
Complemented by a "B" 

loan syndication of up to $54 million, 
loan syndication of up to S300 million, 
loan syndication of up to $57.8 million. 
loan syndication ot up to $55 million, 
loan syndication of up to $9 million, 
loan syndication of up to $33 million. 
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STATEMENT OF APPROVED LOANS AND GUARANTEES, 1998 
Ordinary Capital 

Country Project 
Loan 
Number 

Amount 
(Expressed 

in Millions of 
U.S. Dollars) 

Dominican Reconstruction and Improvements in the Wake of Hurricane Georges 1152/OC-DR 105 
Republic Local Road Maintenance and Rehabilitation Program 1114/OC-DR 48 

Program to Strengthen the Northeast Provinces 1124/OC-DR 8.96 
Integrated Financial Management Program 1093/OC-DR 8 10.3 

Ecuador Supplementary El Niño Emergency Program 
Rural Autonomous School Network Program 
Support for Private Investment in Infrastructure 

1138/OC-
1142/OC-
1136/OC-

E C * 
EC ,0 

EC 

48 
45 
13.5 

El Salvador Education Technologies Program 
Educational Infrastructure 
Water Sector Reform 
Modernization of the Ministry of Public Health 

1084/OC-
1100/OC-
1102/OC-
1092/OC-

ES 
ES 
ES 
ES 

73.2 
69.84 
43.7 
20.7 

Guatemala Social Investment Fund Eastern Development Project 
Emergency Program in Response to Natural Disasters 
Support for Restructuring of Food and Agriculture Production 
Judicial Reform Program 
Preinvestment Program for Peace 

1162/OC-
1147/OC-
1153/OC-
1120/OC-
1106/OC-

G U u 90 
GU 40 
GU 33 
GU 25 
GU 8 

Mexico Program for Sustainability of Rural Water Supply 
and Sanitation Services 1161/OC-ME 310 

Nicaragua Tipitapa Power Plant 1127/OC-NI 10.75 

Panama Program to Strengthen Highway Administration and 
Local Road Rehabilitation 

Electric Power Transmission Expansion 
Sustainable Development Program for Darien 
Improvements in the Administration of Justice 
Support for Productive Sector Competitiveness 
Support for the Tourism Sector 

1116/OC-
1113/OC-
1160/OC-
1099/OC-
1108/OC-
1132/OC-

PN 
PN 
PN 
PN 
PN 
PN 

156 
79 
70.4 
18.9 
14.2 
2.50 

Paraguay Emergency and Infrastructure Rehabilitation Program 
Support for Small-scale Cotton Producers 
Preinvestment Program 

1117/OC-
1109/OC-
1143/OC-

PR 
PR " 
PR 

35 
25.65 

5 

Peru Highway Rehabilitation and Improvements Program B Stage III 1150/OC-
Multisectoral Credit Program, Stage II 1137/OC-
EnerSur Power Project 1091/OC-
Wawa Wasi Daycare for Children under Three (Stage I) 1144/OC-
Global Microenterprise Credit Program, Stage II 1128/OC-

Implementation of the Integrated Public Sector 
Financial Management System 1115/OC-PE 

PE 
PE 
P E 1 4 

PE 
PE 

300 
200 

75 
46.6 
30 

1.5 

8 Interest rate partially subsidized by the Intermediate Financing Facility. 
9 Interest rate partially subsidized by the Intermediate Financing Facility. 
10 Interest rate partially subsidized bv the Intermediate Financing Facility. 
11 Interest rate partially subsidized by the Intermediate Financing Facility. 

12 Complemented by a "B" loan syndication ot up to $19.25 million. 
" Interest rate partially subsidized by the Intermediate Financing Facility. 
14 Complemented by a "B" loan syndication of up to $255 million. 
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STATEMENT OF APPROVED LOANS AND GUARANTEES, 1998 
Ordinary Capital 

Country Project 
Loan 
Number 

Amount 
(Expressed 

in Millions of 
U.S. Dollars) 

Suriname Agriculture and Trade Policy Reform Loan 1148/OC-SU 30 
Uruguay Multisector Global Financing Program 

Agricultural Services Program 
National Urban Renewal Program 
Crime and Violence Prevention 

1155/OC-
1131/OC-
1094/OC-
1096/OC-

UR 
UR 
UR 
UR 

155 
32.4 
28 
17.5 

Venezuela Fiscal and Public Sector Reform 
Social Security Reform 

Decentralization of the Potable Water and Sanitation Sector 
Government Decentralization and Modernization 
Strengthening of State-level Public Finances 
Public Finance Statistics Program 

1135/OC-
1097/OC-
1098/OC-
1149/OC-
1101/OC-
1110/OC-
1145/OC-

VE 
VE 
VE 
VE 
VE 
VE 
VE 

400 
45 

350 
100 

6 
2.2 

Regional Latin America Mezzanine Finance Fund 1157/OC-RG 75 

11 Interest rate partially subsidized bv the Intermediate Financing Facility. 
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STATEMENT OF APPROVED LOANS AND GUARANTEES, 1998 
Fund for Special Operations 

Country Project 
Loan 
Number 

Amount 
(Expressed 

in Millions of 
U.S. Dollars) 

Argentina Program to Assist Children and Adolescents at Risk 1008/SF-AR 

Brazil National Environmental Fund, II 1013/SF-BR 

10 

Bolivia Housing Policy Support Program 1006/SF-BO 60 
Program for Fiscal Adjustment and Maintenance of Social Spending 1019/SF-BO 50 
Support for Small Business and Microenterprise 1020/SF-BO 35 

24 

El Salvador Educational Infrastructure 1004/SF-ES 1.1 

Guyana Urban Development Program 1021/SF-GY 

Honduras Municipal Development Programs for Tegucigalpa and 
San Pedro Sula 

Social Investment Program (FHIS-3) 
Family Allowances Program, Phase II 

Institutional Reorganization and Expansion of 
Basic Health Sector Services 

Implementation of the Executive Directorate of Revenue 

1024/SF-HO 
1028/SF-HO 
1026/SF-HO 

1005/SF-HO 
1025/SF-HO 

20 

Haiti Potable Water and Sanitation Sector Reform and Investment Program 1010/SF-HA 54 
Reorganization of the National Health System (Phase I) 1009/SF-HA 22.5 
Basic Education Project (Phase I) 1016/SF-HA 19.4 

63 
50 
45.23 

36 
3 

Nicaragua Electric Sector Support Program 

Financial Sector Reform Program II 
Modernization of Ministry of Health Hospitals 

1017/SF-NI 
1018/SF-NI 
1014/SF-NI 
1027/SF-NI 

46.13 
30 
65 
48.6 



SAN JOSE, COSTA RICA—Portico, S.A. sells some 80,000 hardwood doors annually, mostly to U.S. retailers. The firm received 

a $200,000 loan from a venture capital fund backed with $4.85 million in equity financing from the Multilateral Investment fund. 



INSTITUTIONAL ASPECTS 
Board of Governors 

The Thirty-ninth Annual Meeting of the Board of 
Governors took place in Cartagena de Indias, Co
lombia on March 17-19, 1998. At this meeting, the 
Board of Governors approved the 1997 financial 
statements for the ordinary capital (OC), the Fund 
for Special Operations (FSO), and the Intermediate 
Financing Facility (IFF) accounts. The Board allo
cated a total of S23.5 million in convertible curren
cies to the IFF from the General Reserve of the FSO. 

In the course of its deliberations, the Board of 
Governors dealt with issues related to the Eighth 
General Increase of Resources, including a report on 
the Bank's lending program for the 1994-97 period; 
the review of a document on the Bank's vision for 
the future; and the availability of concessional re
sources. 

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 held 
five meetings in 1998: on February 17, in Washing
ton D . C ; on March 15, in Cartagena de Indias, Co
lombia, during the Annual Meeting; on June 24-25; 
on November 12 and on December 9. The last three 
meetings were held in Washington, D.C. 

During these meetings, the Committee dis
cussed an array of issues, including an assessment of 
the Eighth Replenishment to date; the availability of 
concessional resources; private sector financing; re
port on the damages caused by Hurricane Mitch and 
its social and economic impact; and a proposal of 
measures that could be taken by the Bank to help 
mitigate the impact of the world financial crises on 
Latin America and the Caribbean. 

The Committee of the Board of Governors ap
pointed a Working Group of Governors to focus on 
the issue of concessional resources. After a frame
work for possible future action was agreed upon, a 
Working Group of Executive Directors was subse
quently formed to continue discussions. At a meet
ing on December 9, 1998, the Committee of the 
Board of Governors agreed on a 10-point plan to in
crease the availability of concessional resources. The 
agreement has been submitted for approval to the 
Bank's Board of Governors. 

Board of Executive Directors 

The Board of Executive Directors oversees the Bank's 
operations. It approves operating policies, loan and 
technical cooperation proposals placed before it by 
the President and the Bank's administrative budget. 
In addition, it performs other functions that are del
egated by the Board of Governors. 

The Board of Executive Directors held 52 for
mal meetings in 1998. In addition to approving loan 
and technical cooperation operations, the Board con
sidered and approved the following initiatives: 

a) Financial and Budgetary Issues 
' Review of loan charges and credit margins for 

1998 
• The borrowing program for 1998 
• Interest rates for ordinary capital, the subsidy 

level for the Intermediate Financing Facility, and the 
service fee applicable to Bank guarantees 

• The Heavily Indebted Poor Countries Initia
tive (HIPC) and financing for the IDB's participa
tion 

• Recommendations from the Budget Working 
Group's report 

• Modification of the disbursement procedures 
for sector loans 

• Asset and liability management and risk man
agement for interest rates 

• Review of the administrative budget for 1998 
• Approval of financial statements 
• Creation of a Short-term Borrowing Facility. 

b) Programming 
• Distribution of Fund for Special Operations 

(FSO) resources for 1996-97, as well the transfer of 
unused resources to 1998 

• Distribution of FSO resources for 1998-99 
• Reports on guidelines for future Bank activi

ties and on the operational program for 1994-97, 
within the framework of the Eighth Replenishment. 
Country papers for Guyana, Jamaica, Panama and 
Paraguay 

• The work plan for the Evaluation Office 
(EVO) for 1998 

• Outline of the lending program for 1998. 
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c) Policies 
• Modifications to the Bank's procurement 

policy to fight corruption more effectively 
• Strategy for the integrated management of 

water resources 
• Strategy for coastal and marine resources 

management 
• Proposal for an operational policy on invol

untary resettlement 
• Strategy on social investment funds as instru

ments to combat poverty 

d) Evaluation 
• Evaluation report on "The Bank's Official 

Documents" 
• Third report of management on the imple

mentation of recommendations by EVO 
• EVO's annual report for 1997 

e) Agreements 
• Procedural Agreement between the Royal 

Ministry of Foreign Affairs of Norway and the IDB 
for project and program cofinancing 

• Proposal to establish the Japan Program 
• Authority to sign the Indigenous Peoples' 

Fund Resource Administration Agreement 

f) Other Issues 
• Administrative Tribunal. Reelection of two 

members and election of a third as justices for a three-
year period, beginning January 1, 1998 

• Report of the Review Panel and comments by 
Bank management on the Yacyretá Hydroelectric 
Project 

• Terms of reference of the Standing Commit
tees of the Board: Budget, Financial Policies and 
Audit; Organization and Human Resources and 
Board Matters; Programming; and Policy and Evalu
ation 

• Integration of the task Group for Corporate 
Strategy 

• Proposal for modifications in the Staff Retire
ment and Local Staff Retirement Plans 

• Appointment of the Executive Vice-Presi
dent of the Bank. 

Board Committees 

The Board of Executive Directors has four standing 
committees: (a) Organization, Human Resources and 
Board Matters; (b) Budget, Financial Policies and 
Audit; (c) Programming; and (d) Policy and Evalua
tion. The main responsibility of these committees is 
to facilitate management of the Board's workload. 
Through the committees, the Board of Executive 
Directors can review issues in sufficient depth. Be
fore being submitted to the Board, most issues are 
studied by the respective committees. 

In addition to the standing committees, the 
Steering Committee of the Board was created in 1997 
to coordinate the Board committees' work programs. 
This Committee examines and coordinates with 
Bank management all aspects of drafting and moni
toring the Board's work program. 

The current structure of the four permanent 
committees was put into effect in the middle of 1998. 

• Organization, Human Resources and Board 
Matters Committee deals with issues related to the 
Bank's organization, including operational proce
dures, delegation of authority, decentralization and 
relations with the Bank's government bodies. It stud
ies the Bank's human resources strategy and corre
sponding policies. It also handles affairs of the Board, 
including supervising the efficient and effective 
implementation of management measures that di
rectly affect the Board. 

The Committee held eight meetings in 1998. 
In addition to the topics mentioned above, the Com
mittee discussed the modification of disbursement 
procedures for sector loans, and the evaluation report 
on nonreimbursable regional technical cooperation. 

• The Budget, Financial Policies and Audit 
Committee considers and discusses priorities and di
rectives relating to budget policy in the medium term. 
It analyzes in detail budgetary projections for the 
coming year and reports on budgetary performance 
for the current year. It also analyzes financial policies 
and studies their likely effects on the Bank's current 
and future financial position (such as the liquidity 
policy, debt capacity and authority to borrow). In ad
dition, it reviews all internal and external audits and 
discusses the recommendations of the external audi
tors as to internal and financial controls, as well as 
internal auditing policies. 
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In 1998, the Committee held 28 meetings. The 
following topics were discussed: programming and 
budgetary issues for 1999-2001; budget implemen
tation; financial statements; investment returns; fund
ing advances; reports on the financial markets; asset 
and liability management; the report on salan- in
creases for staff; the year 2000 compliance problem; 
modification of contributions to the pension fund; 
training budget and program; and external audits. 
During the last quarter of the year, the Committee 
focused on the budget preparation process for 1999. 

• The Programming Committee considers pro
posals, implementation reports and initiatives related 
to the Bank's regional and country programming. It 
also supervises the loan portfolio, as well as other re
lated issues that are within the operational mandate 
established by the Board of Governors. Finally, it rec
ommends programming-related measures to the 
Board. 

The Committee held 18 meetings in 1998. In 
addition to the issues mentioned above, it discussed: 
a proposal to restructure the guidelines for country 
papers; the Bank's activities to support C and D 
countries; the regional programming paper for the 
Caribbean Community (CARICOM); distributions 
for 1998-99 of the Intermediate Financing Facility; 
Programs for Nonreimbursable Technical Coopera
tion and Small Projects for 1998; and country pro
gramming papers for Costa Rica and Peru. 

* The Policy and Evaluation Committee recom
mends operational policies and Bank strategies to the 
Board, including the formulation, revision and up
dating of those policies. 

The Committee held 21 meetings in 1998. In 
addition to the topics mentioned above, it discussed 
institutional adjustment loans; the strategy to reduce 
poverty in rural areas; a progress report on the 1997 
operational program; an evaluation report on nonre
imbursable regional technical cooperation; a strategy 
paper on the information age in Latin America and 
the Caribbean; a rural financing strategy profile; the 
Bank's response to emergencies caused by natural and 
unexpected disasters; and a proposal to install a 
childcare center in the Bank. 

Four Working Groups of the Board of Execu
tive Directors were created in 1998 with the support 
of Management, including Budget, Procedures, 
Oversight and Evaluation and Human Resources. 

Evaluation and Internal Audit 

The Bank's Evaluation Office (EVO) is part of an 
integrated Bank-wide evaluation system. The year 
1998 signaled the end of a five-year evaluation cycle 
that began in 1993. Accordingly, the Board of Ex
ecutive Directors reviewed the roles, functions, and 
internal processes of the Bank Evaluation System 
(BES) in order to improve operational performance 
and strengthen the institutional capacity to achieve 
better results together with the Bank's development 
partners. The Evaluation Office has responsibility for 
the independent evaluations mandated by the Board 
of Executive Directors and Management, and for 
oversight of the BES. 

During 1998, EVO issued a record number of 
reports, most of which dealt with experiences drawn 
from project lending, including health sector decen
tralization, microenterprise loans and projects for 
low-income populations. Other reports focused on 
policy or strategic issues, such as policy-based lend
ing, science and technology and urban sector policies. 

Evaluations continued to cover Eighth Replen
ishment topics, particularly in the areas of poverty re
duction, sustainable environment and public sector 
reform. Examples of the latter include evaluations on 
decentralization, tax administration and public ex
penditure management. Evaluations were carried out 
on projects designed to reach the poor; the decen
tralization of social services delivery; productive 
projects to benefit low-income groups; financial sec
tor adjustment and reform; investment sector reform; 
regional technical cooperation; and country program 
evaluation. 

Evaluation is particularly effective when its les
sons are introduced into new operations. During 
1998, evaluation results influenced the design of 
several new operations by disseminating evaluation 
studies among Bank staff and borrowers, and by sys
tematically reviewing project design during the 
project cycle in light of lessons learned from these 
studies. 

The Controller's Office continued to review and 
comment on policy and programming, as well as on 
quality enhancement of projects in the early stages of 
preparation. This year, the programming and opera
tions review function also led to preparation of a re
gional technical cooperation on road safety, which had 
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been identified as an emerging issue in transport op
erations. The link between this function and the evalu
ation function provides for a channel of timely feed
back from evaluation (lesson-learning) to operations, 
and vice versa. As a mechanism of quality assurance, 
the programming and operations review group pro
vides support to project teams as needed, contributing 
an integrated, forward-looking review product. 

The Office of the Auditor General (AUG) per
forms independent audits and reviews to evaluate the 
adequacy, effectiveness and efficiency of the Bank's 
control systems. The office determines and evaluates 
risk factors associated with the Bank's control systems 
and provides periodic, objective reviews of its finan
cial, accounting, operational, administrative and 
management information systems and procedures. 

During 1998, the Auditor General's Office con
tinued to coordinate all internal audit efforts with the 
Bank's external auditors to provide maximum audit 
coverage of Bank activities and to minimize possible 
duplication of efforts. At headquarters, the emphasis 
was on the security and effectiveness of the Loan 
Management System, focusing on the operational 
impact of introduction of the system for lending and 
technical cooperation; the Year 2000 (Y2K) and 
Single European Currency (EU) projects, focusing on 
the Bank's management of the risks of not being Y2K 
and EU compliant for mission critical applications 
and functionalities; the Bank-wide network, remote 
dial-in and Internet security, focusing on the risk of 
unauthorized access to the Bank's financial and op
erational systems by both Bank staff and outside 
"hackers;" implementation of the Borrowing Man
agement System, focusing on the integrity and 
progress of the execution process; private sector lend
ing and guarantee programs, focusing on loan moni
toring and administration processes; and the Human 
Resource Information System and related payments 
and benefits, focusing on the status of the upgrade 
process of the application software and on the valid
ity of personnel salary and benefit payments. 

In the Regional Operational Departments and 
Country Offices, AUG continued its ongoing audit 
program, through which it reviews all significant fea
tures of the Management Oversight System at head
quarters and all key operational controls pertaining 
to project supervision, procurement, disbursement, 
reporting and resource management in the field. The 

Auditor General's Office also reviewed and supported 
recent initiatives such as ex-post review of disburse
ments, focusing on the eligibility criteria for highly 
decentralized projects; implementation of the revolv
ing fund mechanism, focusing on the effectiveness of 
the roll-out and the adequacy of the related oversight; 
involvement of Supreme Audit Institutions in audit
ing Bank-financed projects, focusing on the appro
priate role and capacity of these institutions; the 
adequacy of current procedures for the financial ex
ecution of highly decentralized projects, focusing on 
the implementation of flexible mechanisms to ensure 
efficiency and transparency; and procedures estab
lished for providing financial aid to natural disasters 
areas, focusing on the Bank's ability to provide re
sources in an expeditious and prudent manner. 

Country Offices 

The Country Offices play a key role in the Bank's 
overall assistance strategy and are involved through
out the project cycle, including the country program
ming process, project design and project 
implementation. Country Offices have primary re
sponsibility for overseeing the Bank's portfolio of 
projects under execution. Close coordination between 
the Country Offices, government authorities and 
project executing agencies helps the Bank gain first
hand knowledge of important institutional and op
erational issues. This in turn enables the Bank to 
tailor programs to the specific requirements of each 
country and to respond effectively to ongoing needs 
and challenges. 

During 1998, two ongoing special programs were 
extended to further enhance the role of the Country 
Offices—the Action Plan for Strengthening of the 
Country Offices and the Action Plan for C & D 
Countries. The first reflects the recommendations of 
a task force assigned to strengthen all 26 Country Of
fices in a variety of areas, including staffing, training, 
consulting resources and administrative procedures. 
The second initiative is specifically focused on support
ing project preparation and execution activities in the 
19 countries classified in the Bank's C and D socio
economic groupings, representing the smaller and least 
developed borrowing member countries. 

Significant progress has been made under both 
of these programs. Highlights of the Country Office 
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B O X 6 

The IDB and the Y2K Problem 

The Bank has made significant efforts to confront the po

tential Year 2000 computer problem (Y2K), both at its 

headquarters in Washington and in the region. In the year 

2000, computers using two digits to identify the year 

("00") may cause systems performing operations involv

ing sorting, comparing, indexing or making computations 

to crash or to slowly corrupt data over time. To avoid 

serious disruptions in all public service sectors govern

mental institutions that use computerized data process

ing systems need to take creative action prior to the new 

millenium. 

At headquarters, the IDB established the Year 2000 

Project and created a special Year 2000 Office under the 

direction of the Deputy Controller. This Office identified 

three dimensions to the Y2K challenge facing the Bank: its 

internal information resources, its projects and its borrow

ing countries. The office has conducted studies and taken 

actions to ensure that all of ¡ts operational, project and 

administrative systems are Y2K compliant far in advance 

of the December 31,1999 deadline. Specifically, it has un

dertaken efforts to ensure that in the year 2000, critical 

computer systems will initiate, operate, correctly store, 

represent and process (including sorting) all dates, single 

and multi-century formulas and leap year calculations, with

out causing or resulting in an abnormal ending of opera

tions or diminished functionality. 

The plan to achieve Year 2000 compliance at 

headquarters has been organized into a three-phase ap

proach. The first two phases of inventory and assessment 

have been completed for the Bank's critical computer 

systems. The third phase, which includes implementation, 

remediation and validation testing, is currently in progress. 

The Bank is performing comprehensive validation testing 

on each of its critical computer systems and expects to 

achieve full compliance by June 1999. Although many of 

the Bank's critical corporate and financial systems have 

already been val idated as Year 2000 compl iant , 

remediation and validation testing work on the rest of 

the Bank's critical systems is still in progress, but remains 

on schedule to meet the June 1999 deadline. 

The Bank is also helping the region to prepare for 

the Year 2000 problem. In 1998, the IDB hosted or par

ticipated in a number of meetings and seminars to raise 

awareness in the region. In June, the IDB and the Wor ld 

Bank hosted a meeting of the multilateral development 

banks (MDBs) to establish a framework for cooperation 

among institutions. The Bank also collaborated with the 

Wor ld Bank's InfoDev Program, which was also funded 

by the United Kingdom's Department for international 

Development. 

The IDB is undertaken several other initiatives. It is 

working to increase the awareness of the Y2K problem 

among project executing agencies, as well as among the 

Bank's Country Office staff. As part of that effort, the 

Bank is encouraging executing agencies to take neces

sary actions to avoid negative impacts on Bank-financed 

projects. IDB staff have collaborated with and visited a 

number of countries in the region to evaluate the capac

ity of their executing agencies to deal with the Y2K prob

lem, as well as to survey the financial needs with Y2K 

government sponsored programs. 

The Bank is also considering the approval of a spe

cial line of credit to assist member countries in coping 

with the problem. If approved, this program would pro

vide financial resources for assessment studies and 

remediation projects. 

Strengthening Plan include the following: 
• Country Office staff are more involved in the 

country programming process and the design of new 
operations; 

• Continuous improvements have been made in 
the Project Performance Monitoring System, result
ing in enhanced portfolio management; 

• Contract administration procedures have 
been streamlined to reduce routine administrative 
work and make more time available for proactive 
project supervision; 

• Improvements have been made in both the 
level of staffing and technical expertise available in 
Country Offices; 
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• Rotation of staff between Country Offices 
and headquarters has been improved, resulting in a 
better distribution of Bank experience; 

• Additional resources ($664,000 in 1997 and 
S 1.2 million in 1998) have been made available to 
Country Offices for hiring consultants to resolve ex
ecution problems with ongoing projects. 

Country Offices have used resources provided 
under the C & D Action Plan ($4 million in 1997 
and again in 1998) to hire consultants to help pre
pare new projects and resolve execution problems of 
ongoing operations. Thus far, resources have been 
relatively evenly split between project preparation and 
execution. Examples of how these resources have 
been used include: 

• Hiring consultants to prepare a comprehen
sive assessment of the drought caused by the El Niño 
phenomenon in Guyana, which facilitated reformu
lation of an existing operation to address the crisis. 
This permitted the reformulated operation to move 
quickly to the Board of Executive Directors for ap
proval. The project is now in execution. 

• Hiring two specialized consultants in El Sal
vador to provide technical advice on drilling work for 
a geothermal power project. The executing agency es
timates that this consultancy resulted in savings of $1 
million in drilling costs and six months in execution 
time. 

• Helping borrowers establish a "control tower" 
within the Finance or Planning Ministry to oversee 
preparation and implementation of Bank projects. 
Qualitative information from the Country Offices in
dicates that these efforts have been quite successful. 

Taken together, the Country Office Strength
ening Plan and the C & D Action Plan have been 
instrumental in helping Country Offices improve 
Bank responsiveness to its clients and enhance port
folio performance. 

Special Office in Europe 

The IDB's Paris-based Special Office in Europe 
(SOE) plays a pivotal role in promoting cooperation 
between the Bank's regional and nonregional mem
ber countries, and between the IDB and the Euro
pean Union (EU). Several European countries 
established trust funds with the Bank in 1998. The 

IDB cosponsored major European conferences on 
Latin America during the year in Paris and London 
and organized a number of important donor group 
meetings for Central American countries and Peru. 
SOE also spearheaded Bank efforts in Europe to 
forge cooperation between the E U and Latin 
America on information technology. 

SOE activities aimed to strengthen links with 
European member countries and Israel in the Bank's 
priority areas, including the private sector, social sec
tors, governance, state reform and civil society. The 
Bank cosponsored with the French Ministry of Cul
ture and UNESCO a two-week workshop in Paris that 
involved discussions of 20 projects to rehabilitate his
toric city centers in Latin America. This innovative 
event was followed up with a similar workshop in 
Quito, Ecuador, also cosponsored by the IDB. 

Representatives from the IDB's Private Sector 
Department and from the Bank's two private sector 
affiliates, the IIC and the MIF, stepped up their visits 
to Europe in order to promote nonregional involve
ment, cofinancing and investment in private sector 
growth in Latin America. SOE officials also took part 
in an increasing number of meetings and initiatives on 
small and medium-sized enterprises (SMEs). IDB 
European Business Briefings were held in a number 
of cities, including London, Milan, Paris and Turin. 

The Bank organized consultative group meet
ings of donor countries and institutions for Guate
mala, Nicaragua and Peru, held in Brussels and 
Geneva in 1998, and participated in the Paris Club 
meetings on Bolivia and Nicaragua. The donors 
pledged $1.8 billion to support Nicaragua's recovery 
program and $277 million to support Peru's fight 
against drugs. Sweden set up two funds with the IDB 
in 1998 to combat domestic violence in Latin 
America and to strengthen democracy in the region. 
Portugal set up a technical cooperation trust fund. 

As part of the European outreach program, 
SOE officials continued to help organize and brief 
European meetings on all areas of Bank activities. 
These included a Berlin workshop on development 
policy; Paris conferences on project financing and 
Central America; a Paris workshop on social capital, 
one of a series of workshops to prepare theme semi
nars preceding the Bank's 1999 Annual Meeting; 
Geneva meetings on international trade and SMEs; 
London meetings on the Andean Group and the 
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T A B L E X I I I . C O N S O L I D A T E D A D M I N I S T R A T I V E E X P E N S E S 
(In thousands of US. dollars) 

Category 
1996 

Actual 
1997 

Actual' 
1998 

Actual 

Board of Governors 

Board of Executive Directors 

Evaluation Office 

Headquarters and Country Offices 

Post-Retirement Benefits 

T O T A L BEFORE REIMBURSEMENT" 4 

Reimbursement from Funds 
under Administration and l!C 

Total Administrative 

Capital5 

1,814.9 

13.900.3 

3.517.2 

264,135.0 

34,000.0 

317,367.4 

(2,415.0) 

314,952.4 

9,010.5 

2,103.2 

14,891.0 

3,824.3 

278,795.1 

30,000.0 

329,613.6 

(1,993.6) 

327,620.0 

8.861.3 

; 1,777.4 

15,206.8 

3.755.3 

295,520.8 

6,271.0 

332,531.3 

(2,469.7) 

330,061.6 

12,074.4 

T O T A L ADMIN ISTRATIVE A N D CAPITAL $ 323,962.9 $336,481.3 

Beginning in 1997 expenses for Year 2000 are included. 
Excludes depreciation amounting to $ 12.5 million in 1996. $ 12.8 million in 1997, and $ I 3.7 million in 1998. 

! Net of certain other income items in the amount of $ I 1.7 million, $5.8 million, and $3.8 million in 1998. 1997 and 1996, respectively. 
Includes $16.8 million prepaid pension costs in 1998. 
Excludes purchase of 1350 NewYorkAvenue. in the amount of $27.3 million funded by special resolution. 

$342,136.0 

Caribbean; a Barcelona conference on investment in 
urban development; and a number of meetings on re
gional integration and the effects of the euro. 

Office in Japan 

The Office in Japan continued to intensify ties be
tween Japan and Latin America and the Caribbean. 
The fifth IDB/Eximbank Seminar on Latin America 
was held in Tokyo, and it helped to provide a forum 
for dialogue on the pressing financial issues affecting 
member countries. Some 800 participants from the 
Japanese private and public sector were able to learn 
valuable lessons from the Latin American countries. 
The seminar had high-level participation, including 
former Prime Minister Ruyaro Hashimoto, Peruvian 
President Alberto Fujimori and IDB President 
Enrique V. Iglesias. 

The Office, in conjunction with the Institute for 
the Integration of Latin America and the Caribbean 
(INTAL), promoted a seminar on energy and trans
portation in the MERCOSUR countries. Other pri

vate sector seminars included one co-sponsored by 
Nikko Securities, a Seminar on Argentinean Forestry 
and Mining, and a Seminar on Private Infrastructure 
Development in Latin America - Different Ap
proaches, Results and Prospects based on Experiences 
in Argentina, Colombia and Mexico. 

In the area of education, Japan continues spon
soring scholarships and seminars not only in the Bank 
but also in various universities, and actively contrib
uted in the presentation of the Economic and Social 
Progress Report in Latin America. In publications, Ja
pan joined efforts in the promotion of publications 
with Argentina, Colombia, Costa Rica and El Salva
dor. In recruiting, the Office participated along with 
other multilateral organizations in November in To
kyo in a job fair entitled "International Career De
velopment Forum." 

Administration 

During 1998, work continued on a human resources 
strategy document that will provide a diagnosis of the 
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BOX 7 

Private Sector Activities 

Economic development and poverty alleviation in Latin 
America and the Caribbean depend on a strong private 
sector. The IDB Group recognizes that fostering growth 
of the region's private sector means not only supporting 
industry and businesses of all sizes, but also making sure 
that the legal, financial, economic, social and political en
vironment in the region is conducive to that growth. 

For that reason, the Bank Group works on various 
fronts to support private sector development both di
rectly and indirectly in the region. 

The IDB Group directly supports private sector 
development through three interrelated entities: the 
Private Sector Department (PRI) of the IDB; the Multi
lateral Investment Fund (MIF); and the Inter-American 
Investment Corporation (IIC), The three entities coop
erate with one another and other Bank programs and 
trust funds such as the Japan Special Fund. At the same 
time, it provides indirect support by promoting finan
cial sector reform and modernization through the ac
tivities of the Bank's Infrastructure and Financial Mar
kets Division. 

Private Sector Department 
The IDB's Private Sector Department provides long-term 
financing for large privately-owned infrastructure projects 
through direct and syndicated loans as well as guaran
tees. In light of current market uncertainty and the re
sulting difficult terms for emerging market debt financing, 
the IDB umbrella and the PRI's catalytic role have as
sumed even greater importance as recently-privatized 
firms and concessionaires continue to seek long-term fi
nancing to consolidate and expand their operations, 

Eleven PRI projects were approved in 1998 for a 
total of $576.2 million in direct loan and guarantee fi
nancing. The year saw the approval of the PRI's first loan 
in the communications sector, its first financing of a pri
vately-owned and managed regional investment fund, and 
the structuring of its first private sector transactions in 
Bolivia and Nicaragua. The PRI also expanded its loan 
syndication efforts. Eight of the Bank's approved direct 
financings in 1998 were accompanied by syndicated "B" 
loans, generating an additional $783 million in funding 
from private financial institutions. 

Like the IIC, the PRI can lend directly to the pri
vate sector without government guarantees, whether for 
greenfield infrastructure projects or refurbishing opera
tions. It operates in the energy, transportation, water and 
sanitation, and communications sectors, providing up to 
$75 million or 25 percent of a project's total cost, which
ever is lower. Though pricing follows commercial terms, 
the loans can have maturities of up to 20 years. Inves
tors need not be from IDB member countries, although 
more than 50 percent of the shares must be held by 
investors from member countries. 

In addition to loans, the Bank also provides guar
antees to lenders for public and private sector projects 
through two structures; partial risk guarantees and par
tial credit guarantees. Partial risk guarantees can cover a 
loan for specific political risks, such as sovereign contrac
tual obligations as well as currency convertibility or trans
ferability. Partial credit guarantees can cover a portion of 
the financing provided by private financiers, effectively 
turning medium-term financing into a longer-term ar
rangement. All guarantees can be used to cover up to 
25 percent of project costs or $75 million and do not 
require a government counter guarantee. 

Multilateral Investment Fund 
The MIF has the dual mandate of accelerating private sec
tor development and helping to improve the climate for 
private investment in Latin America and the Caribbean. It 
provides support to the private sector through grants and 
equity financing in four key areas. Technical cooperation 
projects develop and modernize the financial and regula
tory framework needed for a competitive private sector. 
Other projects develop the human resource base needed 
for increased investment flows and private sector expan
sion. Microenterprise and small business development 
projects to promote and broaden the participation by this 
sector in the regional economy. Finally, the MIF has a Small 
Enterprise Facility (SEIF) that makes loans and equity and 
quasi-equity investments, mainly through equity funds that 
invest in small business. Its participation in any one opera
tion may range from under $ I million to $ 10 million. 

In 1998, the MIF's Donors Committee approved 
65 operations totaling $137 million. Of that total, $35 
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million will finance 28 technical cooperation projects in 

areas such as concessions arrangements, strengthening 

of financial regulatory institutions, and capital markets de

velopment; $24 million will be directed to support hu

man resource development programs; and $78 million 

will support micro and small business development. 

Proposals for projects may originate ¡n any of the 

MIF's member countries, but the projects must be imple

mented in Latin American or Caribbean countries that are 

eligible for MIF financing, either by executing agencies or, 

more commonlly, private-sector project beneficiaries. The 

MIF requires a minimum cofinancing amount of 30 per

cent of project costs from its counterparts, although the 

average cofinancing amount is 40 percent 

Inter-American Investment Corporation 

The IIC provides equity investments and term loans for 

small and medium-sized projects for which traditional fi

nancing would otherwise not be available under similar 

terms. It operates in all economic sectors. For a typical 

project, it provides loans of between $2 million and $10 

million; or not more than 33 percent in equity for a 

greenfield project, or 50 percent for an expansion. In 

addition to project financing, it also provides underwrit

ing, syndication co-financing and advisory services for 

commercially viable projects, preferably majority-owned 

by nationals of Latin America or the Caribbean. 

In 1998, the IIC's Board of Directors approved 28 

operations in 14 countries, including four that are regional 

in scope, More than half of the $223 million total ap

proved will go to private projects in the smaller econo

mies in the region. Fifteen percent of the funds approved 

were for equity investments in five projects and the re

maining 85 percent were in the form of loans. The eq

uity investments f inanced deve lopment -o r ien ted , 

country-specific or regional investment funds that repre

sent a total capitalization of $800 million. The almost 

$200 million in IIC loans approved in 1998 will help fi

nance projects with a total cost of $1 billion. 

Investors eligible for IIC financing may be from ei

ther member or nonmember countries of the IIC. Bor

rower or investing companies that are incorporated in an 

IIC borrowing country are also eligible. IIC loans are in U.S. 

dollars, do not require government guarantees, and can 

be for terms up to 12 years, with a grace period not to 

exceed five years. Commercial interest rates are charged 

on IIC loans, with most loans priced to float at the six-

month LIBOR plus a spread of three to six percent. 

Infrastructure and Financial Markets Division 

In addition to direct support of the private sector through 

the IIC, MIF and PRI, the Bank also promotes private sec

tor development through the work of its Infrastructure 

and Financial Markets Division (IFM). The IFM supports 

private sector development in the region through policy-

oriented work, research and conferences. Its efforts cen

ter on financial sector reform and modernization, infra

structure development, and the development of small 

and medium-sized enterprises. 

The IFM supports the region's financial markets by 

devising strategy papers, conducting research and produc

ing best practices papers, sponsoring conferences, training 

the region's regulators, and preparing a comprehensive Fi

nancial Markets Development Initiative. It has dealt with 

topics such as risk management in emerging markets, fi

nancial disclosure, the role of international accounting, au

diting standards, insurance regulation, payments, clearance 

and settlement systems, securitization in secondary mort

gage markets, bank and securities supervisor training, pre

vention and management of financial crises, financial 

markets supervision, and risk management and internal 

control systems at financial intermediaries. 

Encouraging private sector participation in infra

structure is another of the IFM's objectives. In 1998, it 

published a book on best practices in infrastructure 

privatization, as well as three best practices papers on 

post-privatization renegotiations in Argentina, Chile and 

Colombia, research on retail competition in the electric

ity sector, and a best practices paper on private sector 

participation in water and sanitation. 
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issues and challenges faced by the Bank in managing 
its human resources. The strategy focuses on possible 
reforms of employment policy, recruitment and se
lection, performance and career areas, management, 
compensation and incentives, and employment ter
mination. The document will be finalized in mid-
1999 and will include specific objectives and initia
tives for each of the components comprising the hu
man resources system. Management and the Board 
of Executive Directors also discussed human resource 
issues in a number of fora during the year, including 
the Board/Management Working Group on Human 
Resources. 

The Office of Learning (LRN), established in 
1997, launched a major initiative in 1998 to organize 
project team workshops in order to fully integrate all 
stakeholders, including staff from headquarters, 
Country Offices and executing agencies in the bor
rowing countries. The workshops trained staff to take 
even greater advantage of the team environment to 
improve the work product. 

Bank Departments also prepared action plans 
during the year to implement recommendations of 
the Task Force on Women. At year's end, there were 
392 professional women at the Bank, comprising 33.6 
percent of all professional staff. Other initiatives dur
ing the year included moving to a job content-based 
administrative grading system; introduction of en
hanced workplace initiatives; and a new staff rule on 
respect in the workplace. 

The Bank has started to systematically explore 
ways to introduce or expand the concepts and pro
grams of Knowledge Management (KM). KM can 
be defined as an approach to working and organiza
tion that creates, captures and disseminates relevant 
knowledge. It aims to increase individual and team 
effectiveness, transferring information and knowledge 
through all levels of the organization, and ultimately 
making information more easily accessible. The 
implementation or strengthening of KM programs 
and endeavors is expected to produce significant gains 
in the efficiency and effectiveness of the Bank 
through better horizontal cooperation, improved use 
of the untapped institutional memory and tacit 
knowledge, and quicker and easier exchange of in
formation and knowledge with the Bank's Country 
Offices, clients and partners. 

Q U I T O , ECUADOR—Renovation work on a colonial man

sion being converted into a hotel. A $41 million IDB loan for 

cultural heritage is supporting restoration of several buildings in 

the city's historic district. 

An administrative Budget and Capital Im
provement Program of S360.4 million has been au
thorized for 1999. Table XIII shows total expendi
tures for 1996, 1997 and 1998. In 1998, total expen
ditures of $342.1 million represented 92.2 percent of 
the approved budget. At year-end 1998, Bank staff 
funded by the administration budget, excluding the 
Board of Executive Directors and the Evaluation Of
fice, totaled 1,686 of whom 1,164 staff were in pro
fessional grades and 522 in administrative. Of this 
total, 501 staff were assigned to Country' Offices. 
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Cultural Heritage 

The Bank helps countries strengthen their capacity 
to protect and develop their cultural heritage by fi
nancing preservation and cultural development 
projects that show a clear contribution to socioeco
nomic development. A 1998 Bank loan to Uruguay 
for $28 million will help finance the National Urban 
Rehabilitation Program, which will conserve and up
grade the historic Art igas railroad stat ion in 
Montevideo, as well as electric power stations that 
have been declared national monuments. By financ
ing the initial phase of the program, the Bank ex
pects to jumpstart an urban rehabilitation program 
in La Aguada, a neighborhood adversely affected by 
abandonment ot the station. 

At the Bank's Washington headquarters, the 
IDB Cultural Center sponsored 30 events during the 
year, including art exhibitions, concerts and music 
workshops and lectures. The three major art exhibi
tions were contemporary paintings from Colombia 
and Suriname, and a show of Guatemalan textiles and 
woodcarvings. A series of 15 lectures included poets 
and novelists from throughout the region, and 12 
concerts and two musical workshops were also held. 

The scholarship program for Latin American 
art historians, carried out in cooperation with the 
Center for Advanced Study in the Visual Arts of 
Washington's National Gallery of Art, welcomed the 
last of seven scholars who have participated in the 
program over the past five years. The program 
achieved its original purpose to open prominent U.S. 
research facilities to outstanding scholars from the 
region who would not have had the opportunity to 
visit otherwise. 

The Center's Cultural Promotion in the Field 
Program funds projects in the borrowing member 
countries covering a broad array of activities, includ
ing youth cultural development, restoration and con
servation of cultural patrimony, preservation of 
cultural traditions, museology, craftmaking, visual and 
plastic arts, art history, music, performing arts and 
theater and institutional support. In collaboration 
with the Country Offices, the program granted pro
posals to 11 countries in 1998. Areas funded included 
technical training and materials for museum and li
brary conservation; recovery of traditional crafts to 
enable community members to strengthen their self-

sustaining capacity; a program involving youths at 
risk; a project to combat urban violence through dance 
and painting; and training of art teachers and cultural 
agents to stimulate youth to visit museums. The Cul
tural Center also distributed, free of charge, over 
5,000 editions of the bilingual Encuentros lecture se
ries and 8,000 art catalogs to over 500 university and 
municipal libraries, and cultural organizations. These 
materials are increasingly used as tools to help teach
ers and students learn of the cultural achievements 
and vast diversity of the Americas. 

The Multilateral Investment Fund 

The Multilateral Investment Fund (MIF) was estab
lished in 1993 to accelerate private sector develop
ment and help improve the climate for private 
investment in Latin America and the Caribbean. Its 
mandate is to undertake innovative projects with a 
demonstration effect in the region by working directly 
with the private sector or with governments that are 
undertaking reforms to improve the legal and regula
tory framework for doing business. To help ensure 
maximum impact, the M I F undertakes all its activi
ties in partnership with local counterpart entities, 
covering an average of 40 percent of project costs. 
M I F projects do not require sovereign approval; how
ever, M I F strategies are in accordance with overall 
IDB country program strategies. 

During the past year, M I F projects explored 
new ways to expand private sector participation in the 
economy, build worker skills and support labor mar
ket reform, strengthen small business, and demon
strate the effectiveness of equity as a development 
tool. M I F approved 65 projects and a Line of Activ
ity for Microfinance Management for a total of $137 
million. On a cumulative basis the M I F has approved 
219 projects totaling $413 million. 

M I F has four main program areas: 
• Technical cooperation assists in developing 

and modernizing the financial, regulatory and public 
sector framework needed for an effective, competi
tive private sector. Key areas for the 1998 program 
included support for financial sector reform, the de
velopment of capital markets, and the creation or 
strengthening of regulatory agencies. Other priority 
initiatives were assistance in developing more efficient 
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dispute settlement mechanisms and support for meet
ing the challenges of globalization through modern
ization of trade and investment mechanisms. In 1998, 
28 new projects in these areas were approved, total
ing $35 million. 

• The Human Resources Development Pro
gram helps build the skills and capabilities of the 
region's workforce. Priority areas in 1998 were labor 
market reform, basic skills training, worker creden
tial systems, support for quality initiatives, and 
strengthening labor market information systems. Pri
vate sector initiatives to upgrade work-based continu
ous training and education were also a key area, 
encompassing curriculum design, training of trainers, 
and development of standards and competencies. In 
1998.10 projects were approved in these areas, total
ing $24 million. 

• Small Enterprise Development focuses on 
broadening the participation of smaller businesses in 
the region's economy and improving their competi
tiveness to meet the challenges of the globalized 
economy. Through its financial, marketing and busi
ness advisory services, 16 projects under this program 
provided $32 million in support of small businesses 
ranging from high technology business incubators to 
rural productivity projects. 

• The Small Enterprise Investment Fund 
(SEIF) is playing a leading international role through 
its pioneering projects that demonstrate the poten
tial of equity investment as a mechanism to develop 
growth in small businesses. Through investments in 
equity funds as well as financial intermediary institu
tions, M I F is targeting micro and small business. In 
1998.11 projects were approved in these areas, total
ing $46 million. 

Internally, important administrative and proce
dural changes were made at the M I F in 1998 to 
streamline operations, increase the involvement of 
beneficiaries in project designs, strengthen the project 
cycle process, and reduce the amount of time it takes 
to process an operation. The changes led to a dra
matic increase in the number of project approvals (51 
percent higher than 1997) and in the amount of re
sources disbursed (123 percent higher than 1997). 

TABLE XIV. MULTILATERAL INVESTMENT F U N D 
SUMMARY F I N A N C I A L I N F O R M A T I O N 
(Expressed in thousands of United States dollars) 

December 31 , 

1998 1997 
Assets 

Cash and investments 
Receivable from donors 
Other assets 

Total assets 

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 

Accumulated translation adjustments 

$ 41,973 
1,024,124 

U 
$1,066,109 

47,093 
999,306 

163 
[,046,562 

$ 213,540 $ 167,927 

42,997 
5,890 

262,427 

1,165,625 

(422,519) 
60,576 

803,682 

20,212 
2,917 

191,056 

1,145.625 

(291,747) 
1,628 

855.506 

Total liabilities and fund balance $1,066,109 $1,046,562 

Years ended 
December 31 , 

1998 1997 

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 

Accumulated excess of expenses 
over income, end of the year 

2,510 $ 

88,314 
35,050 

1,741 

51,908 
9,250 

123,364 

9,918 
133,282 

(130,772) 

(291,747) 

61,158 

6,443 
67,60 

(65,860) 

(225,887) 

$ (422,519) $ (291,747) 

Inter-American Investment Corporation 

The Inter-American Investment Corporation (IIC) 
began operations in 1989. As a member of the Inter-
American Development Bank Group, it promotes the 
economic development of its Latin American and 
Caribbean member countries by providing financing 
for small and medium-size private enterprises in the 
region. The IIC has 36 member countries, 25 of 
which are in Latin America and the Caribbean. 
Suriname joined in 1998 and applications for mem-
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ZORRILLOS, PERU—Drilling 

a gas production well for Aguaytia, 

a gas-fired power plant completed 

in 1998. Financed in part by a $60 

million IDB private sector loan, the 

plant will provide 155,000 kw of 

electric power to coastal regions. 

bership were received from Belize, Canada, Finland, 
Norway, Portugal and Sweden. 

The IIC's developmental financing program 
targets projects proposed by small and medium-size 
companies that do not have access to other suitable 
sources of equity capital or long-term loans. The IIC 
lends to and invests in these companies directly or 
provides financing indirectly through financial inter
mediaries or venture capital funds. It does not require 
sovereign guarantees. To be eligible for IIC funding, 
projects must further sustainable development by cre
ating jobs, broadening capital ownership, generating 
net foreign currency income, facilitating the transfer 
of resources and technology, utilizing local resources 
in an environmentally responsible manner, fostering 
local savings, or promoting the economic integration 
of the region. 

In 1998 the IIC approved 28 transactions in 14 
countries, plus four regional operations, for a total of 
$223 million, a 49 percent increase over 1997. More 
than half of the resources will go to the smaller re
gional economies. Some 85 percent of the funds ap

proved were for loans and 15 percent for equity in
vestments. The five equity investments are for devel-
opmentally oriented country or regional investment 
funds with a total capitalization of $470 million, thus 
leveraging the IIC's equity investments by a factor of 
13 to 1. The total cost of the projects for which the 
IIC approved financing in 1998 is $1.3 billion. As 
they are implemented, these projects will create ap
proximately 10,600 jobs and generate annually about 
$1 billion in value added and close to $1.1 billion in 
foreign currency income. 

Within the IDB Group, the Corporation was 
engaged by the Multilateral Investment Fund (MIF) 
for investment project appraisal services. In 1998, the 
IIC carried out 14 advisory assignments for the MIF 
related to its support of small and microenterprise de
velopment. Eight of these operations involved equity 
investment initiatives that are regional in scope. The 
others were evaluations of MIF-supported investment 
funds in Bolivia, Brazil, Mexico and Venezuela. 

The IIC also lent its regional expertise as ad
viser to a private group that specializes in investments 
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BARU ISLANDS, COLOM
BIA—A $500,000 IDB Small Projects 

financing channels loans through lo

cal cooperatives to traditional fisher

men for boat repairs and purchases 

of nets, motors and other equipment. 

in oil and gas and other natural resource industries, 
as well as telecommunications, transportation and 
potable water. During the year IIC provided advisory 
services for 35 projects located throughout the region. 

The Corporation published a small and me
dium-size enterprise statistical database (SMEStat) 
to provide private sector investors and financial insti
tutions with an analytical tool to chart more effective 
strategies for fostering the growth of and investment 
in small and medium-size enterprises in the region. 
This database assembles transnational statistics based 
on a regionwide sampling of nearly 150,000 compa
nies. It provides information on numbers of small and 
medium-size manufacturing enterprises, how many 
people they employ, their production and investment 
volume, and their recent manufacturing export per
formance. 

To date, the IIC has provided or mobilized 
funding for 1,700 small and medium-size private 
companies in the productive and service sectors in the 
region. Projects with an aggregate cost in excess of 
$4.5 billion have been or will be undertaken thanks 
to the $763 million in funding provided by the IIC, 
plus $290 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 creating jobs and gener
ating foreign currency and domestic and regional 
wealth. IIC-funded projects have resulted in more 
than $600 million in exports of capital goods and ser
vices from nonborrowing member countries. By De
cember 31, 1998, the IIC had disbursed 86 percent 
of its aggregate commitments. 



FINANCIAL MATTERS 

Highlights 

The Bank's ordinary capital loan portfolio was fully 
performing during 1998. Ordinary capital operations, 
which have been profitable every year since the in
ception of the institution, generated net income of 
$392.8 million, compared with $414.8 million in 
1997. The interest coverage ratio for 1998 was 1.21 
times. Total ordinary capital reserves, after accumu
lated translation adjustments, amounted to $6.9 bil
lion as of December 31, 1998, compared with $6.3 
billion the previous year. The reserves to net loans 
ratio at the end of 1998 was 21.7 percent. These ra
tios are consistent with Bank policy and demonstrate 
the institution's financial soundness. 

Total income for the year amounted to $2.6 bil
lion, compared to $2.5 billion in 1997. The Bank was 
conservative in its approach to the management of 
its investment portfolio during 1998, due to continual 
volatility in international capital markets. The main 
objectives of portfolio management were to generate 
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, somewhat higher 
yields in U.S. dollar, German mark, and Canadian 
dollar instruments, coupled with some capital gains, 
led to a further increase in investment income, which 
reached $519.5 million, compared to $454.9 million 
in 1997. 

The Bank set its lending spread at 0.5 percent 
during the first and second semesters of 1998, a level 
similar to that of the previous year. With regard to 
other loan charges, the inspection and supervision fee, 
which during the first semester had been raised from 
0.85 percent in the second semester of 1997 to its full 
one percent level, was waived during the second se
mester. The credit commission was set at 0.75 per
cent during the first semester and reduced to 0.25 
percent during the second semester. The second se
mester downward adjustment of both the inspection 
and supervision fee and of the credit commission re
flected higher yields of the investment portfolio, as 
well as a decline in the cost of carrying liquidity due 
to the successful implementation of the Bank's new 
asset and liability management policy (see Box 8). 

TABLE XV. C O N T R I B U T I O N Q U O T A S T O 
T H E F U N D FOR SPECIAL OPERATIONS1 

(In thousands of US. dollars) 

Country 

Argentina 
Austria 
Bahamas 
Barbados 
Belgium 
Belize 
Bolivia 

Brazil 
Canada 
Chile 
Colombia 
Costa Rica 
Croatia 
Denmark 

Dominican Republic 
Ecuador 
1 I S r. idor 
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 

Sub-total 
Unallocated 

TOTAL 

After exchange adjustments. 

As of 
December 3 I, 

1998 

488,694 
19.256 
10.270 

1.646 
44,150 

7,412 
47,319 

529,316 
286,50 
152,198 
149,364 
22,641 

5,610 
20.495 

32,604 
29,413 
20,697 
18,664 

227,041 
234,671 

31,574 

8,1 14 
21,139 
25,392 
18,385 

216,227 
27,997 

582.207 

319,611 
37,752 
23,409 
19.228 
24,694 
27,327 
77,255 

7,457 
3,305 

214,451 
6,147 

38.152 
59,747 
20,269 

174,933 
4,798,182 

54,305 
307,490 

9,492,71 I 
149,866 

$ 9,642,577 
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TABLE X V I . CAPITAL OF T H E BANK 
(In thousands of US. dollars)0 

Country 

Subscriptions as of December 31,1998 
Future commitments from 
the 8th General Increase 

Paid-in Callable Subtotal Paid-in Callable Subtotal Grand Total 

Argentina 
Austria 
Bahamas 
Barbados 
Belgium 
Belize 

45 1,607 
6,177 

1 1,533 
5,634 

12.932 
7,202 

9,774,746 
135.677 
186,151 
I 16,678 
281,97 
97,087 

$ 10,226,353 
141.854 
197.683 
122,31 
294,903 
104,288 

13,51 I 
724 

0 
0 

1,303 

619.083 
18.01 I 
12,196 
7,576 

34,79 
6,430 

632,594 
18,735 
12,196 
7,576 

36.094 
6,430 

0,858,947 
160,588 
209,880 

29,887 
330,997 
I 10,718 

Bolivia 
Brazil 
Canada 
Chile 
Colombia 
Costa Rica 

Croatia 
Denmark 
Dominican Republic 
Ecuador 
El Salvador 
Finland 

36,239 
451,607 
169,636 
124,024 
124,000 
18.131 

784,642 
9,774,746 
3.641,600 
2,683,969 
2,683,752 

392,218 

820,880 
10,226.353 
3,81 1,236 
2,807,993 
2,807,752 

410,350 

13,511 
4,04 
3,69 
3,716 

531 

49,713 
619,083 
224,609 
169,950 
170,167 
24,863 

1,894 
5,863 

24,175 
24,175 
18,13 
6,177 

40.835 
25.134 

523.637 
523,637 
392,218 

35,677 

42,729 
30,997 

547,813 
547,8 I 3 
410,350 
41,854 

93 
,484 
736 
736 
531 
724 

5,549 
38,301 
33.150 
33,150 
24,863 
18,011 

50,799 
632,594 
228,650 
173.641 
173.882 
25,394 

5,742 
39,785 
33,886 
33,886 
25,394 
18,735 

871,680 
10,858,947 
4,039.887 
2.981.634 
2,981,634 

435,743 

48,471 
170,782 
581,699 
581,699 
435,743 
I 60,588 

France 
Germany 
Guatemala 
Guyana 
Haiti 
Honduras 

73,877 
74,009 
24,175 
7,793 

18,1 3 i 
18,131 

1,618,732 
1,621,000 
523,637 
144,351 
392,218 
392,218 

1,692,608 
1,695,009 
547,8 I 3 
152,144 
410.350 
410,350 

¡,396 
i,264 
736 

0 
5 23 
531 

212,715 
210,447 
33,150 
9,422 

24,863 
24,863 

221,1 I I 
218,710 
33,886 
9,422 

25.394 
25,394 

1,913,719 
1,913,719 
581,699 
161,566 
435.743 
435,743 

Israel 
Italy 
Jamaica 
Japan 
Mexico 
Netherlands 

6,104 
73,877 
24,175 

186,875 
290,282 

3,029 

133,796 
1,618,732 
523,637 

4,130,845 
6,283,347 

285,433 

I 39,900 
1,692,608 

547,81 3 
4,317,720 
6,573,630 

298,462 

700 
8,396 

736 
30,23 I 
8,698 

,604 

17,745 
212,715 

33,150 
702,309 
397,96 
40,207 

18,445 
221,1 I I 

33,886 
732,540 
406,658 
41,812 

158,345 
,913,719 
581,699 

5,050,260 
6,980,288 

340,273 

Nicaragua 
Norway 
Panama 
Paraguay 
Peru 
Portugal 

18,1 31 
5,863 

18,131 
18,131 
60,438 
2,063 

392,218 
125,134 
392,21 8 
392,218 
,308.122 

45,49 I 

410,350 
130,997 
410,350 
410,350 
,368,560 

47,554 

531 
,484 
531 
531 
.798 
253 

24,863 
38,301 
24,863 
24,863 
82,622 
6,164 

25,394 
39,785 
25,394 
25,394 
84,420 
6,418 

435,743 
170,782 
435,743 
435,743 

1,452,980 
53,972 

Slovenia 
Spain 
Suriname 
Sweden 
Switzerland 
Trinidad and Tobago 

,158 
73,877 

5,718 
I 1,267 
18,192 
18,131 

24,658 
.618,732 
77,713 

241,365 
399,203 
392,218 

25,816 
1,692,608 

83,431 
252.632 
417,395 
410,350 

109 
8,396 

0 
2,871 
2,220 
53! 

3,438 
212,715 

5,139 
73,442 
55,045 
24,863 

3,547 
221,1 I I 

5,139 
76,313 
57,265 
25,394 

29,363 
1,913,719 

88,570 
328,946 
474,660 
435,743 

United Kingdom 
United States 
Uruguay 
Venezuela 

40,159 
i ,277,409 

48,447 
243,344 

27,502,985 
1,047,950 
5,235,554 

907,641 
28,780,394 

1,096,397 
5,478,897 

,617 
25,61 I 

1,424 
5,996 

62,465 
1,503,719 

66,385 
332,903 

64,081 
1,529,330 

67,809 
338,898 

971,722 
30,309,724 

1. 164,206 
5,817,795 

Sub-total 
Unallocated 

170,051 
1,363 

90,025,584 
22,317 

94,195,635 
23,680b 

69,238 6,570,83 6,740,068 100,935,703 

TOTAL $4,171,414 $90,047,901 $94,219,315 $169,238 $6,570,831 $6,740,068 $100,935,703 

a Data are rounded to the nearest one thousand: detail may not add up to subtotals, totals and grand-totals because of rounding. 
bTotal unallocated amount of $23.680 consists of 1,963 shares (113 paid-in and 1.850 callable) pertaining to the remainder of the former Social Federal Republic 
ofYugoslavia.There are no future commitments for previously authorized shares to Yugoslavia's succesors. 
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The loan portfolio of the Fund for Special Op
erations (FSO) was also fully performing during 
1998. FSO operations generated net income, before 
technical cooperation expense and the loan write-offs 
described below in connection with the Heavily In
debted Poor Countries Initiative (HIPC) , in an 
amount of $95.3 million compared to $76.6 million 
in 1997. Total FSO reserves as of December 31, 
1998, after accumulated translation adjustments, 
stood at $423.7 million, compared with $598.3 mil
lion at the end of 1997. 

An amount of $23.5 million was allocated from 
the FSO to the Intermediate Financing Facility dur
ing 1998 for its standard operations, compared with 
$15.5 million in 1997; $11 million was transferred 
from the FSO in connection with the HIPC Initia
tive; and income from investments was $10 million 
($9.5 million in 1997). Interest paid on behalf of or
dinary capital borrowers during the year amounted 
to $41.4 million, compared with $37.1 million in 
1997. As of December 31, 1998, the balance of the 
IFF was $285.6 million, compared with $271 mil
lion at the end of the previous year. 

The Bank agreed in 1998 to participate in the 
Heavily Indebted Poor Countries' Initiative, en
dorsed by the International Monetary Fund and the 
World Bank. The initiative was taken to relieve the 
heavy foreign debt burden of eligible borrowing 
countries. In order to be eligible for relief under the 
initiative, countries were required to have a reform 
program in place for several years and to meet certain 
performance targets during an extended period of 
time. In 1998, Bolivia and Guyana became eligible, 
and as a result FSO loan write-offs approved in the 
amount oí $177.4 million were expensed and the IFF 
increased its interest subsidy obligation on O C loans 
by a net present value equivalent of $102.1 million. 
In order to fund these additional interest subsidy pay
ments from the IFF, the FSO will transfer the net 
present value equivalent of $102.1 million in convert
ible currencies during the period 1998 to 2010 from 
its General Reserve to the IFF. 

The Bank established an Emergency Loan Pro
gram towards the end of the year to allay the severe 
impact of the global and financial turmoil on most 
borrowing member countries. Loans under this pro
gram are fast-disbursing, have special terms (includ
ing relatively short maturities and high interest rates) 

T A B L E X V I I . O U T S T A N D I N G B O R R O W I N G S 
B Y C U R R E N C Y A S O F D E C E M B E R 3 1 , 1998 
(In millions of US. dollars) 

Currency1 Amount 

Australian dollars 
Austrian schillings 
British pounds sterling 
Canadian dollars 
Danish kroner 
Euros 
French francs 
German marks 
Greek drachmas 
Hong Kong dollars 
Italian lire 
Japanese yen 
Luxembourg francs 
Netherlands guilders 
New Taiwan dollars 
New Zealand dollars 
Polish zlotys 
Portuguese escudos 
Russian rubles 
South African rands 
Spanish pesetas 
Swedish kronor 
Swiss francs 
United States dollars 

281 
85 

2,885 
419 

63 
35 

213 
2,953 

71 
774 

1,225 
5,928 

130 
749 
236 
22 
29 
58 
19 
94 
70 
62 

3,124 
12.986 

TOTAL $32,511 

Before swaps. 

and are designed to provide relief from temporary li
quidity constraints, as well as to mitigate the impact 
of global crises on general economic activity, protect 
expenditure that benefits the poor, and finance pro
grams that consolidate and extend structural reforms. 

As has been the case since it was established 40 
years ago, the Bank was once again accorded AAA rat
ings by the major rating agencies in 1998. In the cur
rent market environment, where AAA-rated institu
tions are becoming rarer, the rating agencies are of the 
view that the Bank has distinguished itself by adher
ing to the conservative capital structure set forth by its 
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 1998, the second year of availability of 
the Single Currency Facility, borrowers elected to de-
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TABLE XV I I I . BORROWINGS, 1 FISCAL YEAR 1998 
(Amounts in millions) 

Type Units Amount 
Amount 

(US$ equiv.) 

British pounds sterling 

Euros 

Greek drachmas 

Hong Kong dollars 

Italian lire 

Japanese yen 

New Taiwan dollars 

Polish zlotys 

Russian rubles 

Swedish kronor 

United States dollars 

7.125% Bonds, due 2004 
5.75% Euro-MTN, due 2008 
7.25% Bonds, due 2002 
5.75% Euro-MTN, due 2008 
5.00% Euro-MTN, due 1999 
5.75% Euro-MTN, due 2009 
5.00% Euro-MTN, due 1999 
5.25% Euro-MTN, due 2003 

3.15% Euro-MTN, due 2002 

12.00% Euro-MTN. due 2000 
7.50% Euro-MTN, due 2001 

10.75% Euro-MTN, due 2003 
I 1.50% Euro-MTN, due 2002 
8.00% Euro-MTN. due 2000 
9.02% Euro-MTN, due 2001 
9.25% Euro-MTN, due 2000 
9.80% Euro-MTN, due 2001 

0.70% Euro-MTN. due 2001 
10.50% Euro-MTN, due 2003 
0.35% Euro-MTN. due 2000 

10.38% Euro-MTN. due 2000 

12.15% Euro-MTN. due 2010 
Variable% Euro-MTN. due 20152 

Variable% Euro-MTN, due 201 62 

Variable% Euro-MTN, due 20162 

Variable% Euro-MTN, due 20183 

Variable% Bonds, due 201 8 
Variable% Euro-MTN, due 2018 
Vanable% Euro-MTN, due 201 3 
Variable% Bonds, due 2018 

5.00% Euro-MTN, due 2000 
5,30% Euro-MTN, due 2000 
Varlable% Euro-MTN, due 2008 
2.34% Euro-MTN, due 2010 
5.00% Euro-MTN, due 2001 
Variable% Euro-MTN, due 2010 
Vanable% Euro-MTN, due 201 8 

6.86% Bonds, due 2003 
Varlable% Bonds, due 2003 

19.00% Euro-MTN, due 2001 

31.00% Euro-MTN, due 2000 
3 1.00% Euro-MTN, due 2000 

5.25% Bonds, due 2003 

5.75% Global Bonds, due 2008 
3.10% Euro-MTN, due 2001 
5.375% Global Bonds, due 2008 
3.00% Euro-MTN, due 2003 

GBP 
GBP 
GBP 
GBP 
GBP 
GBP 
GBP 
GBP 

EUR 

GRD 
GRD 

HKD 
HKD 
HKD 
HKD 
HKD 
HKD 
HKD 
HKD 
HKD 
HKD 
11L 
ITL 
III 
ITL 
ITL 
ITL 
ITL 
ITL 
ITL 

JPY 
JPY 
JPY 
JPY 
JPY 
JPY 
JPY 

TWD 
TWD 

PLN 

RUB 
RUB 

SEK 

USD 
USD 
USD 
USD 

75 
150 
50 
75 
30 

100 
20 

300 

30 

10,000 
10,000 

500 
300 
300 
350 
300 
600 
300 
300 
300 
500 

150,000 
225,000 
150,000 
75.000 
100,000 
250,000 
125,000 
100,000 
150,000 

19,000 
3,000 
5,000 
10,000 
I 3,000 
5,000 
3,000 
5.600 
2,000 

00 
300 
00 

500 
1.000 
185 

1,000 
45 

123 
254 
85 
127 
51 
168 
34 

495 
35 
35 
32 
65 
39 
39 
45 
39 
77 
39 
39 
39 
65 

85 
128 
86 
45 
60 
152 
76 
61 
89 
150 
24 
38 
72 
93 
36 
22 

169 
61 
29 
49 
16 
65 

1,000 
185 

1,000 
45 

TOTAL BORROWINGS $5,761 
Before swaps. 

7 These bonds include an issuer call option for 2003 and annually thereafter at par 
1 These bonds include an issuer call option for 2007 and annually thereafter at par 
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nominate $5.4 billion or 84.5 percent of the amount 
of all new ordinary capital loan approvals, excluding 
emergency lending, in the Single Currency Facility, 
100 percent in U.S. dollars. All other ordinary capi
tal convertible currency loans approved in 1998 were 
also in U.S. dollars. 

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 153-214 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 
currencies 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, the Bank's record amount of $5.8 bil
lion of total borrowings for 1998, on an after-swap 
basis, was 24 percent in Japanese yen and 76 percent 
in U.S. dollars. 

There were 40 currency swap-driven issues 
completed during the year for an aggregate amount 
of $3.8 billion equivalent, representing an increase of 
$1.7 billion equivalent over the amount in 1997. To 
ensure that credit risk exposures are tightly controlled, 
the Bank enters into swaps only with highly rated 
counterparties with negotiated master agreements, 
most of which provide for marking to market and 
collateralization. 

The Bank continued to work towards broaden
ing the demand for its securities by issuing in a vari
ety of currencies, maturities and structures. The Bank 
was active in the U.S. dollar market this year, issuing 
two benchmark 10-year global transactions. The 
Bank transacted its first ever Greek drachma, Polish 
zloty, Russian ruble, Swedish krona, and Taiwan dol
lar issues. The Bank's Taiwan dollar 7,600 million 
issue was the largest single (two tranches) suprana
tional issue to date in that currency. Italian institu
tional and retail investors were targeted with $782 
million equivalent structured Italian lira issues, in

cluding step-down reverse floaters and fixed reverse 
floater multicallable deals. The Asian markets con
tinued to provide good funding opportunities, with 
$486 million equivalent of Hong Kong dollar issues 
that were privately placed with institutional investors 
in China and Hong Kong and $435 million equiva
lent of structured Japanese yen issues, such as re
deemer reverse dual currency and s tep-down 
transactions, aimed at either institutional or retail in
vestors in Japan. 

Most of these currency swap driven issues were 
launched as part of the Banks U.S./Euro Medium-
Term Note (MTN) Programs. The increased use of 
the M T N Programs led the Bank to increase their 
size to $10 billion from the previous $6 billion limit 
on outstanding M T N issues. 

The Bank continued to pursue its effective in
vestor relations program. During the year, a series of 
meetings was held with investors in Japan and other 
parts of Asia, Europe, and the United States. The 
purpose of these meetings was to broaden the base of 
investors in Bank securities, better inform investors 
about the Bank and its activities, and promote invest
ment in Bank securities. 

Terms and Conditions 

Ordinary Capital 

The Bank offered six types of lending instruments in 
1998 from its ordinary capital: (i) sovereign obliga
tion loans denominated and disbursed in German 
marks, Japanese yen, Swiss francs or United States 
dollars (Single Currency Facility loans); (ii) LIBOR-
based or fixed-rate loans denominated and disbursed 
only in U.S. dollars to be onlent to private sector bor
rowers, which carry a government guarantee (Dollar 
Window loans); (iii) variable-rate loans, which are 
denominated in a pool of currencies and are sover
eign obligations; (iv) loans to finance private sector 
operations, which do not carry a government guar
antee; (v) sovereign local currency loans; and (vi) sov
ereign obligation emergency loans. Loans extended 
from the ordinary capital during 1998 were made for 
terms ranging from 15 to 30 years (emergency loans 
were made with a 5 year maturity). Moreover, the 
Bank is authorized to undertake guarantees, both 
with and without government counter-guarantees. 
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BOX 8 

Asset and Liability Management 

The main feature of the new asset and liability manage
ment policy approved by the IDB Board of Executive 
Directors in March 1998 is the allocation of debt and 
equity to fund specific assets, Based on this allocation, 
the majority of the Bank's liquidity is now funded by me
dium- and long-term debt incurred for the specific pur
poses of funding liquidity, with both the liquidity and its 
funding swapped into a floating rate. Equity and reserves 
and the balance of medium- and long-term debt, on a 
fixed-rate basis, are allocated to fund loans. By matching 
the rate structures of borrowings with their respective 
investments, the Bank expects, inter alia, to significantly 
reduce the volatility and average level of its cost of car
rying liquidity, 

Specifically, the Bank foresees that the asset and 
liability management policy will yield benefits in the fol
lowing five areas: (i) paid-in capital and the general re
serve will generate the same return as the Bank's lending 
rates: (ii) special reserve assets will be in a held-to-matu
rity portfolio yielding an average medium-term market 
rate: (iii) the debt-funded portion of the fixed-rate and 
currency pool loans will be approximately match-funded, 
practically eliminating misalignments of term structures 
between the loan portfolios and the debt allocated to 
fund them, thus reducing any residual refunding and re
investment risks; (iv) the debt-funded portion of the 
single currency and currency pool loan portfolios will be 

funded with slightly shorter-term borrowings, which will 
give the Bank the flexibility to take advantage of market 
opportunities to lower the cost of borrowings and pass 
these savings to its borrowers; and (v) the liquidity port
folio will be immunized through a match-funding invest
ment and liability strategy, resulting in a low or even 
negligible cost of carrying liquidity. 

The positive impact of the new framework was 
felt shortly after ¡ts implementation. During the second 
semester of 1998, it contributed to the waiving of the 
one-percent inspection and supervision fee on ordinary 
capital loans, and the reduction of the credit commission 
from 0.75 percentage points to 0.25 percentage points. 
With implementation of the asset and liability manage
ment policy, the Bank now has in place a comprehensive 
risk-management structure. This structure rests on a set 
of coordinated and interrelated financial policies with 
which the Bank can effectively manage the different kinds 
of risks to which it is exposed in its role as a financial 
intermediary for resources mobilized in international capi
tal markets and loaned to its borrowing member coun
tries. Moreover, with this new framework in place, the 
Bank expects to strengthen its ability to maximize avail
able resources at the lowest and most stable possible 
cost for its borrowing member countries, without jeop
ardizing the financial soundness of the institution. 

Single Currency Facility Loans 

Single Currency Facility loans are denominated in 
German marks, Japanese yen, Swiss francs and U.S. 
dollars. These loans can take the form of one or more 
subloans, at the discretion of the borrower. Loans are 
denominated in the currency and amount chosen by 
the borrower for each subloan. The lending rate 
charged to each subloan is a function of the selected 
currency; it is a single currency pool-based variable 
rate, reset semi-annually. The rates corresponding to 
each of the four currencies are equal to the weighted 
average cost of borrowing in each of the four curren

cies necessary to fund the program during the prior 
semester, plus the applicable ordinary capital lending 
spread and fees. The lending rates applicable in the 
first semester of 1998 were as follows: for operations 
denominated in German marks, 6.36 percent; in 
Japanese yen, 3 percent; in Swiss francs, 4.31 percent; 
and in U.S. dollars, 6.99 percent. The rates for the 
second semester were 5.94 percent, 2.61 percent, 4.07 
percent, and 6.98 percent, respectively. During 1998, 
67 loans in an aggregate amount of $5.4 billion 
equivalent were approved from this facility. 
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B O G O T A , COLOMBIA—Investiga

tors f rom the Office of the At torney Gen

eral map their strategies. A $9.4 mill ion 

IDB loan to re form the nation's judicial 

system is improving administrative effi

ciency and reducing cour t backlogs. 

» *<*««*!* A*. 

U.S. Dollar Window Loans 

During 1998 one loan for an aggregate amount of 
$200 million was approved, and a total of $54.9 mil
lion were disbursed from the ordinary capital's U.S. 
Dollar Window. These loans have maturities 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 Bank's cost of U.S. dollar funding of that type, 
plus the same lending spread and fees as other ordi
nary capital loans. This program is aimed at stimu
lating private sector activity by providing financing 
on terms more compatible with the needs of the pri
vate sector borrowers to whom the funds are on-lent. 

Currency Pool Loans 

The Bank's currency pool-based adjustable lending 
rate methodology uniformly adjusts the lending rate 
applicable to the outstanding balances of all currency 
pool loans approved since January 1, 1990. Consis
tent with the cooperative nature of the institution, all 
borrowers equally share both the costs and benefits 
of changes in the exchange rates of constituent cur
rencies and 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 1, 1990. Both the adjustable 
and fixed-at-disbursement lending rates include the 
same spread over the relevant cost of borrowings, 
which in 1998 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 six 
months of all outstanding borrowings assigned to the 
pool of borrowings that funds loans approved after 
January 1,1990. The cost of borrowing for the fixed-
at-disbursement rate is the weighted average cost of 
new borrowings carried out during the previous 12 
months, which are assigned to fund loans approved 
before January 1, 1990. 

The target composition of the currency pool is 
50 percent in U.S. dollars, and 25 percent each in Japa
nese yen and European currencies. As of December 
31,1998, the levels reached were 47.6 percent in U.S. 
dollars, 26.6 percent in Japanese yen, and 25.8 percent 
in European currencies, very close to the target. 
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The lending rate charged on outstanding bal
ances of adjustable-rate loans was 6.62 percent dur
ing the first six months of 1998 and 6.68 percent 
during the last six months. The lending rate for new 
disbursements of fixed-at-disbursement loans was 
6.80 percent during the first six months of the year 
and 6.18 percent during the last six months. 

Fees on Sovereign Lending (excluding 
emergency lending) 

In addition to the interest rate on loans, the Bank 
charges a credit fee on undisbursed convertible cur
rency balances of 0.75 percent on ordinary capital 
loans approved after January 1,1989,1.25 percent on 
ordinary capital loans approved prior to that date, and 
0.50 percent on loans from the Fund for Special Op
erations. There is also a one-time inspection and su
pervision fee of one percent on the principal amount 
of all loans. During the second semester of 1998, for 
ordinary capital loans 0.50 percentage points of the 
credit fee and all the inspection and supervision fee 
were waived. 

Private Sector Loans Without Government Guarantees 

The Bank has been making direct loans to the pri
vate sector without government guarantees for infra
structure projects since 1995. In accordance with 
Eighth Replenishment guidelines, this type of lend
ing is limited to five percent of commitments corre
sponding to the Eighth Replenishment, and the 
Bank's share of the financing of any of these projects 
will be no more than 25 percent of total project cost, 
or $75 million, whichever is less. In 1998, 10 loans of 
this type were approved for a total of $501 million. 
The interest rates charged on 1998 approvals ranged 
from 2 to 4 percentage points over LIBOR and ma
turities varied between 8 and 15 years. Interest rates 
were chosen from available fixed and floating rate 
options, and were based on market rates and reflected 
the underlying risks of the operations. 

These loans have been secured in accordance 
with prudent financial practices. The Bank, on a case-
by-case basis, is requiring completion arrangements 
such as insurance coverage, performance bonds, off
take agreements, pledges and other contractual and 
security arrangements. Moreover, on a case-by-case 

basis, operations may be charged an analysis fee, a 
commitment fee on undisbursed balances, a front-
end fee, and late payment and pre-payment fees. 

Emergency Loans 

Emergency loans are denominated in U.S. dollars; 
they have five-year maturities and three-year grace 
periods. The loan charge on emergency loans is the 
six-month LIBOR rate for U.S. dollars, plus a spread 
of four percentage points. A front-end fee of one per
cent of the principal amount of the loan is also 
charged, as well as 0.75 percent commitment fee on 
undisbursed amounts. During 1998, two loans were 
approved to two countries in an aggregate amount of 
$2.9 billion. 

Guarantees 

Guarantees are available with and without govern
ment counter-guarantees. Fees charged for guaran
tees vary both between the types of guarantees and 
within each type, according to the coverage. For guar
antees with a government counter-guarantee, facility 
fees are fixed on the amount of the guarantee and are 
charged from the date the Bank enters into a guaran
tee commitment until the date the commitment ex
pires. The level of the facility fee is set each semester. 
During both the first and second semesters of 1998, 
the fee was set at 0.52 percent. In addition to the fa
cility fee, the Bank charges a guarantee fee, which is 
set on a case-by-case basis to adequately reflect the 
coverage of risks involved in each transaction. The 
guarantee fee, which is reimbursed to the indemnify
ing government, is chargeable annually on the out
standing callable amount covered by the guarantee. 
The sum of the facility fee and the guarantee fee for 
any project will not exceed one percent. One opera
tion of this type was approved in 1998. 

Pricing for guarantees without government 
counter-guarantees, which are covered under the five-
percent limit for approvals of nonguaranteed opera
tions set by Eighth Replenishment guidelines, is on 
a case-by-case basis. These guarantees encompass a 
broad range of possible risks and are expected to be 
priced higher than the charges on guarantees with 
government counter-guarantees. During 1998 no 
guarantees were made under this program. 
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Local Currency Loans 

One loan was made in 1998 from the ordinary capi
tal in the members' own currency, which carried 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 for the 
less-developed members, which are made to or guar
anteed by member governments, is one percent dur
ing the first 10 years and two percent thereafter, with 
10-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 depending on 
the stage of development of the country concerned, 
as well as on the nature of the projects, with grace 
periods ranging from five to 10 years; maturities vary 
from 25 to 40 years. 

The Intermediate Financing Facility 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 of these loans shall not 
be lower than 3.38 percent. Eleven of the ordinary 
capital loans approved in 1998, for $218.5 million, 
received assistance from the IFF. 

Loans for the financing of small projects, which 
need not be guaranteed, are extended in local cur
rency with maturities of up to 40 years and grace pe
riods of up to 10 years, and are charged a commis
sion of one percent per year. 

Technical Cooperation 

Technical cooperation is extended on a reimbursable, 
grant or contingent recovery basis. Contingent recov
ery 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 insti
tution for execution of a project. 
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TABLE I.GROSS DOMESTIC PRODUCT 1 , 1970-1998 
(In percent) 

Country 

Proportion of Regional GDP 

Averages 

1970 1980 1990 
1979 1989 1998 

Real Growth Rates 

Annual Averages Annual 

1970 
1979 

1980 
1989 

1990 
1998 1995 1996 I997p I998e 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

20.4 
0.3 
0.2 

0.6 
33.0 

15.6 
0.3 
0.1 
0.0 
0.5 

37.8 

15.5 
0.2 
0.1 
0.0 
0.5 

37.0 

2.4 
2.4 

4.1 
7.7 

-1.0 
2.7 
1.9 
3.9 

-0.3 
2.0 

4.7 
0.8 
l.l 
3.0 
3.3 
2.0 

-4.6 
0.3 
2.9 
3.8 
4.7 
4.2 

,! j 

4.2 
4.1 
1.4 
4.1 
3.0 

8.4 
3.0 
3.0 
4.4 
4.2 
3.0 

4.5 
2.5 
3.3 
2.5 
4.7 
0.5 

Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 

2.7 
3.4 
0.5 
0.5 

1.0 

2.5 
3.7 
0.5 
0.5 
l.l 

3.6 
4.4 
0,3 
0,6 
1.2 

1.8 
5.0 
5.4 
6.4 
9.2 

2y, 
3.3 
1.9 
3.3 
1.4 

6.3 
3.3 
3.0 
4.3 
2.3 

10.6 
5.7 
2.4 
4.8 
2.3 

7.3 
2.2 

-0.6 
7.3 
2.0 

3.1 
3.1 
3.2 
8.2 
3.4 

5.0 
1.8 
5.0 
6.0 
1.0 

El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 

0.7 
0.7 
0.1 
0.2 
0.2 

0.5 
0.7 
0.0 
0.2 
0.3 

0.5 
0.7 
0.0 
0.1 
0.3 

3.6 
5.3 
1.5 
4.0 
5.3 

-0.9 
0.6 

-2.9 
-0.7 
2.4 

4.1 
3.3 
5.2 

-2.2 
3.0 

6.4 

4.9 
3.0 
4.4 
4.1 

23 
3.0 
7.9 
2.7 
3.7 

4.0 
-¡.3 
6.2 
l.l 
3.3 

4.0 
4.8 

-3.0 
2.5 
3.0 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

0.5 
21.4 
0.3 
0.4 
0.3 

0.3 
23.6 

0.2 
0.5 
0.5 

0.3 
23.0 
0.1 
0.5 
0.5 

-0.3 
3.3 

-0.2 
4.1 
3.3 

1.7 
0.9 

-1.4 
0.7 
2.7 

0.1 
2.4 
2.6 
2,71 
2.0 

0.5 
-6.2 
4.3 

.8 
4.7 

-1.7 
5.2 
4.7 
2.3 
1.3 

-2.4 
7.0 
5.1 
4.4 
2.6 

-1.5 
4.6 
6.0 
4.0 
1.0 

Peru 
Suriname 
Trinidad and Tobago 
Uruguay 
Venezuela 

4.7 
0.0 
0.7 
0.9 
6.1 

4.0 
0.0 
0.6 
0.7 
5.2 

3.5 
0.0 
0.4 
0.3 
5.-1 

3.2 
5.0 
4.8 
2.4 
3.9 

-0.7 
-0.5 
-3.1 
0.4 
0.3 

4.1 
-0.3 
1.8 
3. 
2.3 

7.2 
7.1 
2.4 

-1.8 
37 

2.5 
6.7 
3.1 

5.3 
-0.4 

7.2 
5.5 
3.9 
5.1 
5.1 

1.0 
0.7 
4.5 
2.5 
0.3 

Latin America 100.0 100.0 100.0 5.2 l.l 2.8 0.6 3.7 5.3 2.5 

Source: IDB, Based on official 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 

e Estimates 

... Not available 
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TABLE 2. POPULATION A N D G R O W T H RATES, 1960-1998 

Country 

I960 1970 1980 1985 1990 

Average Growth Rates 

1996 1997 I998p 1971-80 1981-90 1991-98 

(In thousands) (In percent) 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

20,616 
I 10 
23 
93 

3,351 
72,757 

24,354 
174 
240 

13 
4.315 

98.398 

28,966 
219 
33 

54 
5,569 

127,141 

30,305 
234 
253 

66 
5,895 

135,262 

32,527 
256 
257 

39 
6,573 

148,030 

35,220 
280 
263 
221 

7,592 
161,314 

35,672 
284 
264 
227 

7,773 
63,404 

36,125 
287 
265 
233 

7,957 
165,473 

1.4 
1.9 
0.4 
1.6 
2.2 
2.1 

1.3 
1.8 
0.3 
2.4 
1.9 
.0 

3 
.3 

0.4 
2.3 
2.1 
1.2 

Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 

7,608 9,670 
15.939 21,866 

1,236 1,778 
3,231 4,547 
4,439 6,148 

I 1,493 
27,657 
2,423 
5.964 

12,047 
29,415 

2,642 
6,376 
9,099 

13,100 
32,596 
3,035 
7,1 10 

10,264 

14,419 14,622 
36,442 37,065 

3,500 3,575 
7,961 8,097 

11.698 11,937 

14,822 
37,683 

3,649 
8,232 

I 2,175 

1.4 
2.0 
2.5 
2.3 
2.6 

1.5 
,9 

2.6 
2.0 
2.3 

1.3 
1.6 
2.0 
1.6 
1.9 

El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 

2.570 3,705 
3,963 5,392 

569 714 
3.804 4,598 
1.894 2.670 

4,61 I 
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 

5,792 5,924 
10,244 10,519 

844 854 
7,329 7,482 
5,816 5,981 

6,057 
10.802 

863 
7,637 
6,148 

2.1 
2.4 
0.6 
1.5 
2.9 

0.9 
2.3 
0.3 
1.8 
3.8 

23 
2.3 
0.9 
1.8 
2.3 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

1,629 1,897 2,202 2,311 2,366 2,465 2,483 2,501 1.2 0.9 0.6 
36.945 52,230 70,776 75,465 83,226 92,712 94,275 95.830 2.6 1.9 1.5 

1,502 2,123 2,955 3,203 3,568 4,236 4,349 4,463 2.8 2.2 2.5 
1,126 1,549 2,037 2,167 2,398 2,677 2,722 2,767 2.3 1.9 1.6 
1,774 2,407 3,303 3,609 4,219 4,958 5,089 5,223 2.6 2.8 2.3 

Peru 
Suriname 
Trinidad and Tobago 
Uruguay 
Venezuela 

9,931 13,568 
290 370 
843 979 

2.538 2,817 
7,579 I 1,094 

18,195 
364 

1,1 13 
2,951 

15,917 

19,492 
377 

1,160 
3.008 

17,138 

21,569 
400 

1,236 
3,094 

19,502 

23,947 
428 
,320 

3,204 
22,31 I 

24,371 24,801 
433 437 

1,335 1.350 
3,221 3,239 

22.777 23,242 

2.5 
-0.4 
1.0 
0.3 
3.1 

.2.0 
l.l 
1.2 
(35 
2.3 

1.5 
1.0 
1.0 
0.5 
1.9 

Latin America 206,567 277,729 359,965 382,875 421,454 467,191 474,736 482,263 2.2 1.8 1.5 

Source: Latin American Demographic Center Santiago, Chile, 
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TABLE 3. GROSS DOMESTIC PRODUCT PER CAPITA1, 1960-1998 

Country I960 

(In 1990 U.S. dollars) 

1970 1980 1990 I997p I998e 1970 

(As a percent of OECD) 

1980 1990 I997p I998e 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
BraZI 

4,320 

2,867 

645 

1,21 I 

5,587 6,114 
10,742 11,441 
5,064 5,988 

1,696 
880 1,016 

1,678 3,056 

4,710 
12,243 
6,656 
2,128 

840 
2,942 

6,512 
I 1,638 
6,957 
2,261 

942 
3,239 

6,720 
I 1,772 
7,154 
2,321 

964 
3,214 

51.3 
98.7 
46.5 

15.4 

42.0 
78.5 
41.1 

I 1.6 
7.0 

21.0 

26.2 
68.1 
37.0 
I 1.8 
4.7 

16.4 

32.9 33.2 
58.8 58.1 
35.2 35.3 
M .4 M .5 
4.8 4.8 

16.4 15.9 

Chile 1,682 
Colombia 760 
Costa Rica 
Dominican Republic 475 
Ecuador 574 

2.038 2,232 
923 1,269 
,584 2,036 
565 865 

726 1,377 

2,534 
1,489 
1,924 
842 
,264 

3.957 
1,747 
2,08 
1,057 
1.391 

4,099 
1,749 
2,141 
1,109 
1,378 

18.7 
8.5 

14.5 
5.2 
6.7 

15.3 
8.7 

14.0 
5.9 
9.5 

14,1 
8.3 

10.7 
4.7 
7.0 

20.0 20.2 

10.5 
5.3 
7.0 

10.6 

5.5 

El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 

616 

346 

443 

1,235 
795 
631 
316 
555 

,223 
,059 
674 
424 
682 

1,063 
901 
464 
316 
633 

1,293 
992 
743 
214 
666 

1,316 
1,013 

712 
215 

667 

I 1.3 
7.3 
5.8 
2.9 
5.1 

8.4 
7.3 
4.6 
2.9 
4.7 

5.9 
5.0 
2.6 
1.8 
3.5 

6.5 
5.0 
3.8 
l.l 
3.4 

6.5 
5.0 
3.5 
l.l 
3.3 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

1,333 1.940 
1,702 2,406 
702 989 
999 1,587 
709 865 

,547 1,744 
3,428 3,195 

729 495 
2,364 2,216 
1,503 1,487 

,696 1,658 
3,430 3,530 

493 509 
2,710 2,772 
1,489 1,465 

17.8 
22.1 
9.1 
4.6 
7.9 

10.6 
23.5 

5.0 
16.2 
10.3 

9.7 
17.8 
2.8 

12.3 
8.3 

8.6 8.2 
17.3 17.4 
2.5 2.5 

13.7 13.7 

7.5 7.2 

Peru 
Suriname 
Trinidad and Tobago 
Uruguay 
Venezuela 

1,673 2,174 
483 617 

2,977 4,040 
2,003 2,110 
2,822 3,486 

2,398 1,709 
974 823 

6,241 4,035 
2,738 2,700 
3,541 3,046 

2,202 
71 I 

4,292 
3,437 
3,267 

2,189 
728 

4,436 
3,504 
3,21 I 

20.0 
5.7 

37.1 
19.4 
32.0 

16.5 
6.7 

42.8 
18.8 
24.3 

9.5 
4.6 

22.4 
15.0 
16.9 

I l.l 10.8 
3.6 3.6 

21.7 21.9 
17.4 17.3 
16.5 15.9 

Latin America 1,587 2,106 2,920 2,653 3,042 3,069 19.3 20.0 14.8 15.4 15.2 

Sources: For countries in Latin America, IDB based on official statistics from member countries and IDB estimates; and for Organisation for Economic Cooperation and Development 

(OECD) countries, IMF World Economic Outlook, 1998, 

See Economic and Social Progress in Latin America, 1998 report, Statistical Appendix, Methodological Notes forTables B-1 to B-19. 
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TABLE 4. DISBURSED TOTAL EXTERNAL DEBT OUTSTANDING 1 , 1988-1998 
(In millions of U.S. dollars) 

Country 1989 1990 1991 1992 1993 1994 1995 1996 I997p I998e 

Argentina 59,615 54,672 56,778 59.269 70,575 77,434 83,536 93,841 109,000 118,000 
Bahamas 221 266 412 440 453 414 394 361 362 325 
Barbados 642 683 652 609 570 614 597 581 507 499 
Belize 144 153 170 187 197 198 256 283 233 247 
Bolivia 4,082 4,269 4,046 4,224 4,293 4,837 5,244 5,148 5,532 5,478 
Brazil 111,344 111,088 110,405 124,450 136,610 149,857 158,903 177,608 193,120 

Chile 18,032 19,227 17,947 19,134 20,637 24,728 25,568 27,411 28,618 31,180 
Colombia 16,883 17,194 17,181 17,266 18.927 21,929 25,046 28,859 31,493 33,563 
Costa Rica 4,204 3,678 3,953 3,906 3,830 3.868 3,762 3,428 3,410 3,607 
Dominican Republic 3,800 3,866 4,203 4,269 4,328 4,095 4,221 4,082 3,927 3,835 
Ecuador 10,246 10,587 10,576 10,235 11,820 12,726 13,977 14,410 15,099 15,000 

El Salvador 2.058 2.142 2,176 2.248 2.006 2,187 2,587 2,891 2,680 2,996 
Guatemala 2,517 2,866 2,870 2,814 3,107 3,329 3,569 3,681 3,741 3,862 
Guyana 1,533 1,882 1,911 1,845 1,917 1,975 1.970 1.556 1,569 1,463 
Haiti 790 865 744 764 773 683 805 896 1,028 1,059 
Honduras 3,214 3,634 3,321 3,559 3,984 4,368 4,514 4,397 4,138 4,180 

Jamaica 4.436 4,546 4,283 4.127 3,975 4.208 4,166 3,944 4,031 4.130 
Mexico 93,841 104.442 114,067 112,265 131,572 140,006 166,104 157,125 149,662 156,186 
Nicaragua 8,307 9,020 9,611 9,750 9,826 10,108 8,889 5,454 5,887 6,104 
Panama 5,655 5,660 5,534 5,281 5,364 5,529 5,537 6,941 
Paraguay 2.304 1.989 1.945 1.602 1,567 1.955 2,220 2.131 2,201 2,212 

Peru 15,305 16,331 18,282 18,541 19,481 22,075 26,244 28.955 27,520 
Suriname 118 126 194 205 206 208 211 217 218 249 
Trinidad and Tobago 2,138 2,511 2,488 2,¿53 2,240 2,493 2,731 2,233 2,661 3,200 
Uruguay 4,449 4,415 4,191 4,574 4,851 5,077 5,317 5,899 6,374 6,881 
Venezuela 32,371 33,170 34,122 37,702 37,350 36,560 35,537 35.048 32.000 

Latin America2 408,249 419,282 432,061 451,718 500,457 541,462 591,906 617,378 635,010 696,456 

Sources: IDB and World Bank. World DebtTables and staff estimates. 

Total external debt is the sum of long-term and short-term external debt (including interest in arrears), and use of IMF credit. Long-term external debt is made up of public and 

publicly guaranteed debt and private non-guaranteed debt. Short-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 IMFTrust 

Fund. 

Latin America total for 1997 excludes Panama: the value for 1998 is an estimate for the region as a whole and not the sum of available country data, 
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TABLE 5. ANNUALAVERAGE G R O W T H OF CONSUMER PRICE INDEXES1 , 1971-1998 
(In percent) 

Country 1971-80 1981-90 1981-85 1986-90 1980 1985 1990 1995 1996 I997p I998e 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

I 13.0 
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 
I 18.3 

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 

,748.4 
248.4 

2,315.5 
4.7 
3.1 
3.0 

17.1 

2,937.7 

3.4 
2.0 
1.8 

2.8 
10.2 
34.4 

0.2 
1.4 
2.4 
6.4 

12.4 
18.2 

0.5 
0.5 
7.7 
l.l 
4.7 
7.5 

1.5 
1.5 
1.0 
7.9 
3.0 

Chile 126.2 18.2 17.0 15.2 35.1 30.7 26.6 7.9 7.3 6.3 4.5 
Colombia 20.1 20.7 16.5 20.7 26.5 24.0 29.2 21.0 20.2 18.5 19.0 
Costa Rica 10.5 21.7 26.6 14.4 18.1 15.1 19.0 23.2 17.5 13.2 15.7 
Dominican Republic 10.0 23.7 14.5 31.2 16.7 37.5 50.4 12.5 5.4 8.3 5.7 
Ecuador 1 171 34.3 23.7 39.8 13.0 28.0 48.6 22.9 24.4 30.7 40.0 

El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 

10.6 
9.6 

10.1 
9.6 
7.8 

17.4 
13.2 
28.3 
5.6 
37 

I 1.5 
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 

5.0 
10.7 
3.4 

24.1 
41.2 
63.6 
20.4 
23.3 

10.1 
8.4 

12.2 
30.2 
29.5 

9.7 
I l.l 

7.1 
20.5 
23.8 

4.5 
9.2 
3.6 

16.1 
20.2 

2.6 
6.8 
5.0 

1 1.5 
17.9 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

16.4 
15.9 

14.5 
61.1 

580.6 
6.8 l.l 

12.6 20.1 

13.8 12.0 
53.0 49.8 
47.9 1,976.0 

1.8 0.4 
12.8 21.1 

16.1 
26.4 
35.3 
13.8 
22.4 

25.7 29.8 
57.8 26.6 

219.5 7,485.2 
1.0 0.8 

25.2 38.1 

25.6 
35.0 
I l.l 
0.9 

13.4 

15.8 
34.4 
12.2 

1.3 
9.8 

9.2 
20.6 
7.3 
1.2 
7.0 

9.6 
15.3 
10.0 
0.9 

15.0 

Peru 
Suriname 
Trinidad and Tobago 
Uruguay 
Venezuela 

29.3 308.5 66.9 702.7 59.1 77.2 7,592.3 I l.l 11.5 8.6 7.7 
9.8 11.9 5.2 15.1 14.1 10.9 21.8 235.6 -0.7 7.1 21.1 

12.7 9.6 9.4 8.1 17.5 7.6 I l.l 5.2 3.4 3.7 4.0 
59.3 56.0 36.6 59.0 63.5 72.2 112.3 42.2 28.3 19.8 10.0 

8.0 21.5 7.8 33.9 21.5 11.4 40.6 59.9 99.9 50.0 36.7 

AVG 24.2 84.9 52.7 159.6 29.4 516.6 807.2 27.8 15.5 10.6 

Sources: International Monetary Fund, ¡nlernationai Financial Statistics and IDB estimates. 

1 Annual averages of monthly Consumer Price indexes, 
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TABLE 6. BALANCE OF PAYMENTS SUMMARY
1
, 1996-1998 

(In millions of US. dollars) 

1996 I997p I998e 

Country 

Balance on 

Reserves 

and 

Merchandise Current Capital/Fin Related 

Trade Account Account Items
2 

Reserves Reserves 

Balance on and Balance on and 

Merchandise Current Capital/Fin Related Merchandise Current Capital/Fin Related 

Trade Account Account Items
2 Trade Account Account Items

2 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

1,622 
-1,014 

-456 
-58 

-236 
-5,554 

-3,787 

-263 
0': 

-7 

-380 
-23,602 

7,570 
' 3 ; 

-7 
I I 

721 
34,376 

-3,775 
3 

-61 
-21 

-310 
-8,667 

-2.272 
-l.l 16 

-757 
-78 

-476 
-8,364 

-9,454 
-472 

12 
-40 

-705 
-33,840 

12,516 

396 
-12 
30 

870 
26,434 

-3,082 
-57 
-15 
-I 

-91 
7,907 

-3,100 
-922 
-831 

•87 
-506 

-5,000 

-I 1,500 
-423 

4 
-38 

-702 
-33,224 

13,300 

468 
-4 

24 
702 

17.781 

-1,800 
-45 

0 
9 
0 

15,443 

Chile 
Colombia 
Costa Rica 

-1,094 
-2,143 

-414 
Dominican Rep. -1,532 
Ecuador 1,220 

-3,742 5,383 -1,107 -1,296 -4,062 7,405 -3,184 -3,100 -5.150 2.500 2,800 
-4,946 7.098 -1,496 -2.728 -5.682 6.323 30 -2,644 -5,906 5,290 615 

-97 -59 77 -560 -254 839 -216 -718 -449 520 150 
-239 430 15 -1.806 -225 564 -40 -2.055 -244 548 36 
I I I 1.449 -245 598 -743 1,520 -235 -628 -1,032 682 -350 

El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 

-1,197 
-643 

-5 

-351 
-133 

-100 
-452 
-50 
-74 

-189 

358 
722 
I I I 

'8 
296 

-165 
-199 

-49 
-174 

-1,107 
-945 
-24 

-320 
-121 

96 
-632 

-38 
-78 

-101 

380 
800 
63 
101 
346 

-364 -1,123 
-287 -1.360 

16 -26 
-50 -389 

-297 -170 

-237 
-902 
-70 

-6 
-14! 

487 -250 
1.157 -255 

93 -23 
6 0 

439 -298 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 

-994 
6,53 
-376 
-630 

-1,429 
-1,985 

-238 
-2,330 

-435 

-73 
-637 

-3,619 

391 
4,076 

402 
286 
495 

4,557 

-202 
1,805 

-38 
-318 

44 
1,797 

-1,1 10 
623 

-663 
-701 

-1.394 
-1,739 

-376 
-7,451 

-601 
-343 
-669 

-3,407 

213 
15,412 

31b 
1,060 

345 
5,084 

205 
■ 10,512 

-173 
-816 
215 

-1,559 

-1,793 
-3.011 

-769 
-673 
-838 

-2,613 

-383 
-14,477 

-612 
-329 
-410 

-4,141 

500 
17,474 

642 
414 
250 

4,780 

-I 17 
-1,000 

-30 
-1,200 

10 
-639 

Suriname 8 10 38 21 31 6 
Trinidad and Tobago 276 -37 176 -219 -494 -579 
Uruguay -687 -233 222 -141 -723 -321 
Venezuela 13,756 8,824 -2,480 -6,296 I 1,592 5,999 

90 -31 -17 -50 
841 -175 -247 -572 
651 -330 -950 -532 

-2,078 -2,424 3,660 -1,240 

51 38 
800 -125 
640 -108 

-4,760 6,000 

Latin America 2,481 -36,480 66,958 -26,981 -15,950 -63,991 80,509 -15,566 -29,908 -82,765 64,783 18,961 

Sources: International Monetary Fund, Balance of Payments (tapes) and IDB estimates. 
1 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. 

■ According to conventional usage, a minus (-) means an increase. 

p Preliminary 

e Estimates 



150 

TABLE 7. SELECTED SOCIAL INDICATORS1 

Country 

Vital Statistics 

Crude Birth Crude Death 

Rate 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 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

23.1 
25.3 
20.6 
38.7 
45.5 
34.8 

19.0 
9.3 

13.1 
32.3 
34.0 
21.0 

9.0 
6.2 
8.7 
7.3 

19.5 

10.2 

3.3 
4.8 
9.4 
4.5 
9.0 
7.0 

51.6 
35.0 
38.2 
55.2 

153.4 
94.6 

22.0 
14.8 
13.2 
36.4 
67.0 
36.0 

66.8 
64.9 
68.7 
66.6 
46.1 
59.1 

73.0 
73.4 
75.3 
69.8 
61.0 
67.0 

529 
1,315 
1,914 
3,844 
1,965 
2,029 

346 
8,332 

874 
8,482 
,929 
714 

Chile 29.2 19.0 9.5 5.0 77.0 12.0 62 
Colombia 36.5 23.0 9.2 6.0 73.6 25.0 61 
Costa Rica 33.4 23.0 6.7 4.0 61.5 12.0 67 
Dominican Republic 41.2 26.0 10.8 5.0 98.4 40.0 58 
Ecuador 42.5 26.0 11.8 6.0 99.8 34.0 58 

75.0 
70.0 
77.0 
71.0 
70.0 

2,158 
2,297 
1,622 
2,299 
2,870 

1,493 
1,1 I I 
1,192 
1,173 

753 

El Salvador 
Guatemala 
Guyana 
Haiti 

Honduras 

43.9 
45.0 
33.9 
39.0 
49.3 

31.0 
35.0 
22.9 
32.0 
35.0 

I 1.6 
14.4 
6.9 

18.6 
14.7 

6.0 
7.0 
7.8 

12.0 
6.0 

03.4 
100.2 
80.2 

141.0 
I 10.2 

34.0 
41.0 
60.0 
72.0 
44.0 

57.6 
52.5 
59.7 
47.6 
52.9 

69.0 
66.0 
66.1 
55.0 
67.0 

4,217 
3,333 
5,000 

12,521 
3,333 

1,429 
3.333 
3,226 
2,500 

10,000 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

34,4 
43.4 
47.4 
37.1 
37.7 

21.0 
26.0 
33.0 
22.0 
30.0 

8.3 
9.5 

13.5 
7.7 
7.3 

6.0 
5.0 
6.0 
5.0 
5.0 

43.2 
72.4 

106.0 
46.6 
55.4 

12.0 
32.0 
44.0 
22.0 
24.0 

67.7 
61.9 
53.9 
65.6 
65.4 

74.0 
72.0 
68.0 
74.0 
71.0 

2,632 
1,489 
2,000 
1,667 

916 

2,000 
814 

1,429 
821 

1,258 

Peru 40.8 25.0 13.9 6.0 108.0 42.0 53.9 68.0 1,920 969 
Suriname 35.7 23.5 7.6 6.0 53.2 33.0 63.4 69.7 2,150 1,208 
Trinidad and Tobago 27.8 16.0 7.6 7.0 52.0 13.0 65.4 73.0 2,248 1,429 
Uruguay 20.9 17.0 9.8 10.0 46.4 18.0 68.7 74.0 915 271 
Venezuela 37.9 25.0 7.0 5.0 53.4 22.0 65.1 73.0 1,132 491 

SourcesThe 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 overtime within countries. 

2 Latest Available Estimate. 

3 Proportion of the population 15 years of age and older who cannot, with understanding, read and write a short simple statement on everyday life, 

' 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. 

: 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 

literacy Rate3 

(In percent) 

1970 LAE 

Education 

Enrollment Ratios 
1st and 2nd Levels4 

(In percent) 
Third Level5 

(In percent) 

1970 LAE 1970 LAE Country 

179 
196 
98 

217 
435 
270 

455 
257 
123 
345 
714 
278 

56.0 
65.0 
98.0 
67.0 
33.0 
55.0 

64.0 
97.0 

100.0 
82.0 
60.0 
72.0 

7.4 
8.8 
0.7 
8.8 

36.8 
33.8 

2.6 
9.0 
6.9 

16.7 

70.0 
93.0 
85.0 
86.0 
54.0 
65.0 

98.0 
92.0 
99.0 
98.0 
77.0 
94.0 

14.2 
16.7 
3.9 

8.7 

5.3 

38.1 
17.7 
28.1 

22.2 

I 1.3 

Argentina 
Bahamas 
Barbados 
Belize 
Bolivia 
Brazil 

263 455 56.0 96.0 I 1.0 4.8 87.0 92.0 9.4 30.3 Chile 
465 714 63.0 96.0 19.2 8.7 64.0 90.0 4.7 17.2 Colombia 
250 588 74.0 100.0 11.6 5.2 76.0 82.0 24.3 31.9 Costa Rica 
379 1,111 37.0 71.0 33.0 17.9 65.0 84.0 6.5 18.0 Dominican Republic 
370 625 34.0 70.0 25.8 9.9 66.0 80.0 7.6 20.0 Ecuador 

500 
455 
208 

1,275 
556 

667 
909 
279 

1,251 
1,000 

40.0 
38.0 
75.0 
12.0 
34.0 

55 
60. 
83 

65 

42.9 
54.0 

8.4 
78.7 
43.1 

28.5 
44.4 

1.9 
55.0 
27.3 

62.0 
36.0 
79.0 
25.0 
57.0 

73.0 
57.0 
86.0 
40.0 
79.0 

3.3 
3.4 
1.9 
0.4 
2.1 

7.7 El Salvador 
3.1 Guatemala 
3.6 Guyana 
. I Haiti 

3.0 Honduras 

244 
714 
588 
303 
625 

476 
1,250 

833 
370 
833 

62.0 
54.0 
35.0 
69.0 
I 1.0 

70.0 
83.0 
61.0 
83.0 
48.3 

3.9 
25.8 
42.5 
21.7 
19.9 

15.0 
10.4 
34.3 
9.2 
7.9 

81.0 
68.0 
54.0 
75.0 
67.0 

86.0 
87.0 
83.0 
88.0 
77.0 

5.4 
6.1 
5.7 
6.6 
4.3 

6.0 
14.3 
9.4 

30.0 
10.3 

Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 

455 400 35.0 60.0 27.5 11.3 72.0 101.0 10.8 31.1 Peru 
176 232 97.0 72.0 7.3 7.0 90.0 87.0 1.2 ... Suriname 
204 312 96.0 82.0 7.8 2.1 73.0 86.0 2.9 7.7 Trinidad and Tobago 

69 435 92.0 83.0 6.1 2.7 82.0 96.0 9.9 27.3 Uruguay 
323 417 75.0 79.0 23.5 8.9 71.0 85.0 11.7 28.5 Venezuela 



C U Z C O , PERU—A nocturnal view of the ancient Inca capital. Bank loans totaling $29.3 million financed restoration of historical 

monuments and construction of tourism facilities in the Departments of Cuzco and Puno. 



PART II 
ORDINARY 

CAPITAL 

REPORT OF I N D E P E N D E N T 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 
December 31, 1998 and 1997, and the related statements of income and general reserve, comprehensive income and cash 
flows for the years then ended. These financial statements are the responsibility of the Bank's management. Our respon
sibility 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 state
ments. An audit also includes assessing the accounting principles used and significant estimates made by management, 
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, 1998 and 1997, and the results of its op
erations and its cash flows for the years then ended in conformity with generally accepted accounting principles. 

C-¿^*^¿M^*_ ¿^¿**~¿c~a^-v 

Washington, D.C. 
February 10, 1999 
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ORDINARY CAPITAL 
INTER-AMERICAN D E V E L O P M E N T BANK 

BALANCE SHEET 
Expressed in thousands of United States dollars 

December 3 I, 

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 on swaps 
Investments 
Borrowings 

Other assets 
Property, net 
Accrued interest and charges on swaps, net.. 
Unamortized borrowing costs 
Miscellaneous 

Total assets 

1998 

$ 298,275 
10,850,708 

32,634,832 
(948,042) 

58,736 
534,185 

179,938 

761,782 

33 

693,393 
8,903,418 

271,727 
110,974 
189,426 
34,153 

M 1,148,983 

31,686,790 

592,921 

941,753 

9,596,811 

606,280 
$54,573,538 

1997 

$ 281,035 
10,076,878 $10,357,913 

27,300,919 
(821,564) 26,479,355 

52,229 
501,068 

4,603,687 

270,169 
8,507 

177,368 
27,147 

553,297 

189,432 

680,075 

40 869,547 

4,603,687 

483,191 
$43,346,990 

LIABILITIES A N D CAPITAL 

Liabilities 
Borrowings 
Amounts payable on swaps 

Investments 
Borrowings 

Accrued interest on borrowings 
Accounts payable and accrued expenses.. 

Total liabilities 

Capital 
Capital stock 

Subscribed 7,810,324 shares 
(1997-7,258,065 shares) 

Less callable portion 

General reserve 
Special reserve 
Accumulated translation adjustments. 

Total liabilities and capi tal 

$ 881,903 
9,305,917 

94,219,315 
(90,047,901) 
4,171,414 
4,155,524 
2,665,500 

45,675 

$32,516,395 

10,187,820 
718,158 
113,052 

43,535,425 

11,038,113 
$54,573,538 

4,982,544 

87,557,176 
(83,552,286) 

4,004,890 
3,806,916 
2,621,267 

(120,961) 

$27,345,275 

4,982,544 
631,066 

75,993 
33,034,878 

10,312.112 
$43,346,990 

The accompanying notes are an integral part of these financial statements 
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S T A T E M E N T O F I N C O M E A N D G E N E R A L R E S E R V E 
Expressed in thousands of United States dollars 

Years ended December 3 I, 

Income 
Loans 

Interest, including special commissions 
Credit 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 

Net income 

Allocation to special reserve 

Addi t ion to general reserve for the year. 

General reserve, beginning of year 

General reserve, end of year 

1998 

$1,972,779 
82,160 
30,150 

2,085,089 
519,519 

14,055 
2,618,663 

1,817,841 
43,410 

M 
1,861,262 

91,459 
273,101 

2,225,822 

392,841 
(44,233) 

348,608 

3,806,916 

$4,155,524 

1997 

$1,876,551 
122,155 
45,430 

2,044,136 
454,925 

9,607 
2,508,668 

1,723,524 
42,268 

2,887 
1,768,679 

62,719 
262,494 

2,093,892 

414,776 
(264,214) 

150,562 

3,656,354 

$3,806,916 

S T A T E M E N T O F C O M P R E H E N S I V E I N C O M E 
Expressed in thousands of United States dollars 

Years ended December 3 1 , 

Ne t income. 

Translation adjustments 
General reserve 
Special reserve 

Total translation adjustments. 

Comprehensive income 

1998 

$392,841 

78,723 
87,913 

166,636 

$559,477 

1997 

$ 414,776 

(42,068) 
(137,313) 
(179,381) 

$ 235,395 

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 3 1 , 
1998 1997 

Cash flows f r om lending and investing activit ies 
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 f rom financing activities 
Borrowings: 

Gross proceeds 
Repayments 

Capital: 
Collections of receivables from members . 

Net cash provided by financing activities 

Cash flows f rom operat ing activit ies 
Loan income collections 
Interest and other costs of borrowings 
Income from investments 
Proceeds from investment swaps 
Other income 
Administrative expenses 
Net cash provided by operating activities 

Adjus tment to receivable f rom members . 

Change in market value of investments 

Effect of exchange rate f luctuations on cash and investments. 

Ne t increase (decrease) in cash and investments 

Cash and investments, beginning of year 

Cash and investments, end of year 

$ (6,085,404) 
1,946,294 

(4,139,110) 
(14,723) 

12,648 
(4,141,185) 

5,751,310 
(1,697,478) 

132,616 

4,186,448 

2,098,898 
(1,916,810) 

542,689 
39,646 
14,055 

(262,857) 

515,621 

(38,298) 

(34,780) 

303,264 

791,070 

10,357,913 

$11,148,983 

$ (4,958,205) 
2,243,559 

(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 

9,607 
(244,898) 
461,763 

4,633 

(409,733) 

(23,521) 

10,381,434 

$10,357,913 

The accompanying notes are an integral part of these financial statements 
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NOTES TO FINANCIAL STATEMENTS 
December 31,1998 and 1997 

Note A - Origin 
The Inter-American Development Bank (Bank) is an inter
national 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 supple
mented by those of 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 1998, the Bank adopted Statement of Financial Account
ing Standard (SFAS) No. 130, "Reporting Comprehensive 
Income". SFAS No. 130 establishes standards for reporting 
and displaying comprehensive income (non-owner changes in 
equity) and its components in a full set of financial statements. 
The statement also requires the classification of items of other 
comprehensive income by their nature in a financial statement 
and the display of the accumulated balance of other compre
hensive income separately in the capital section of the Balance 
Sheet. The translation adjustment resulting from the transla
tion into United States dollars of assets and liabilities is the 
only component of comprehensive income that currently is 
not reflected in net income. The new reporting and disclosure 
requirements are incorporated in these financial statements. 

In 1998, the Bank also adopted SFAS No. 132, 
"Employers' Disclosures about Pensions and Other Postretire
ment Benefits". This statement revises employers' disclosures 
about pension and other postretirement benefits. It requires 
additional information on changes in the benefit obligations 

and fair values of plan assets that will facilitate financial analy
sis, and eliminates certain disclosures that are no longer as 
useful. The new disclosure requirements are incorporated in 
these financial statements. 

In June 1998, the FASB issued SFAS No. 133, 
"Accounting for Derivative Instruments and Hedging Activi
ties". This statement establishes accounting and reporting 
standards requiring that every derivative instrument (includ
ing certain derivative instruments embedded in other con
tracts) be recorded in the balance sheet as either an asset or 
liability measured at ¡ts fair value. The statement requires that 
changes in the derivative's fair value be recognized currently in 
earnings unless specific hedge accounting criteria are met. 
Special accounting for qualifying hedges allows a derivative's 
gains and losses to offset related results on the hedged item in 
the Statement of Income and General Reserve, and requires 
that a company formally document, designate, and assess the 
effectiveness of transactions that receive hedge accounting 
treatment. SFAS No. 133 is effective for the Bank's fiscal year 
2000 and must be applied to (a) derivative instruments and (b) 
certain derivative instruments embedded in hybrid contracts 
that were issued, acquired, or substantially modified after 
December 31 , 1997. Management is in the process of evalu
ating the potential impact of this standard on the Bank's 
results of operations or financial position. 

Reclassifications 
Certain reclassifications of the prior year's information have 
been made to conform to the current year'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 
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NOTES T O F I N A N C I A L STATEMENTS (continued) 
December 31, 1998 and 1997 

are translated at approximate market exchange rates prevailing 
during each month. Net adjustments resulting from the trans
lation into United States dollars of assets and liabilities are 
charged or credited to translation adjustments and are shown 
in the Statement of Comprehensive Income. 

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 conse
quently the General Counsel of the Bank has rendered an opin
ion 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 Bank's currency holdings. T h e 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 practice 
of using the 1959 United States dollar, which pursuant 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, 1998, 
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. Like
wise, 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 Ordinary Capital, 
except for currency derived from borrowings. T h e standard of 
value for these purposes is the United States dollar 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 
purpose 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. Up to February 28, 
1998, the rate of special commission, which is included in the 
interest rate, was 1% per annum on all loans granted. Effective 
March 1, 1998, the Board of Executive Directors approved a 
reduction in the rate of special commission to 0%. 

Investments 
All of the Bank's investment securities and related financial 
instruments are held in a trading portfolio carried and 
reported at market value, with interest and realized and unre
alized gains and losses included in income from investments. 
Trading 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. 

Derivatives, mostly currency and interest rate swaps, are 
used in investment and liquidity management activities to take 
advantage of profitable trading opportunities and to establish 
an appropriate match between the currency and interest rate 
characteristics of the Bank's assets and liabilities. These deriv
atives, which modify the interest rate and/or currency charac
teristics of the investment portfolio, are held in the trading 
portfolio, which is carried and reported at market value. The 
interest component of these derivatives is recognized as an 
adjustment to the investment yield over the life of the deriva
tive contract and is included in income from investments on 
the Statement of Income and General Reserve. The change in 
the derivative's market value is recognized currently in income 
from investments. The market values of currency swap payables 
and receivables and interest rate swaps are presented as sepa
rate items on the Balance Sheet. 

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, 
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N O T E S T O F I N A N C I A L S T A T E M E N T S (continued) 
December 31,1998 and 1997 

whichever is less, and subject to market-based pricing and 
provisioning. 

The majority of the Bank's loans have repayment oblig
ations 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 
repayable, 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 considered 
immaterial to the financial results of the Bank. Front-end fees 
on "emergency loans" are deferred and amortized over the first 
four years of the loan on a straight-line basis, which approxi
mates the effective interest method. 

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. O n 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. O n 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. 

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 
the future collectibility of principal or interest. Income is 
recorded thereafter only as it is collected, until loan service is 
current. If the collectibility risk is considered to be particularly 
high at the time of arrears clearance, the borrower's loans will 
not automatically emerge from nonaccrual status. 

The Bank has never had a write-off on any of its Ordi
nary Capital loans and has a policy of not rescheduling loan 
repayments. T h e 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 the col
lectibility 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 
investments. T h e partial risk guarantees and partial credit 
guarantees are provided mostly for infrastructure projects and 
may be offered on a stand-alone basis or in conjunction with 
a Bank loan. Guarantees may be made either without a gov
ernment counter-guarantee under the 5% limit for the Private 
Sector Program operations mentioned above or with a mem
ber government counter-guarantee. Fees are recognized over 
the term of the guarantee. 

Receivable from members 
Receivable from members includes non-negotiable, non-
interest bearing demand obligations that have been accepted 
in lieu of the immediate payment of all or any part of a mem
ber's subscribed paid-in 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 pur
poses, the Bank borrows in the international capital markets, 
offering its securities to private and public buyers. The Bank 
issues medium and long-term debt instruments denominated 
in various currencies with both fixed and adjustable interest 
rates. Borrowings are carried on the Balance Sheet at their par 
value (face value) adjusted for any unamortized premiums or 
discounts. Premiums or discounts are amortized on a straight-
line basis, which approximates the effective interest method. 
Amortization of premiums and discounts is included in inter
est under borrowing expenses on the Statement of Income 
and General Reserve. Issuance costs associated with a bond 
offering are deferred and amortized on a straight-line basis 
over the period during which the related indebtedness is out
standing. 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-
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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 modify the interest rate 
and/or currency characteristics of the borrowing portfolio, are 
accounted for under the accrual method. The interest compo
nent of these derivatives is recognized as an adjustment to the 
borrowing cost over the life of the derivative contract and is 
included in interest under borrowing expenses on the State
ment of Income and General Reserve. Upon termination, the 
change in the derivative's market value is recorded as an 
adjustment to the carrying value of the underlying borrowing 
and recognized as an adjustment of the borrowing 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 recognized immediately into 
income. Currency swap payables and receivables are recorded 
at cost and are presented as separate items on the Balance 
Sheet. Net principal cash flows from currency swaps are 
included under repayments of borrowings in the Statement of 
Cash Flows. The notional principal on interest rate swaps is 
treated as an off-balance 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 1998, such expenses 
were charged 80.2% to the Ordinary Capital and 19.8% to the 
FSO (1997—74.8% and 25.2%, respectively). 

Fair values of financial instruments 
The following methods and assumptions were used by the 
Bank in estimating its fair value disclosures for financial 
instruments: 

Cash: The carrying amount reported in the Balance Sheet for 
cash approximates fair value. 

Inves tments : Fair values for investment securities and related 
financial instruments 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: 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 development loans. 
For all loans and related commitments, the Bank is of the opin
ion that, due to its unique position in lending operations and 
the absence of a secondary market, it is not practicable to esti
mate a fair value for the Bank's lending portfolio. 

Swaps and futures: Fair values for the Bank's interest rate 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 
At December 31, 1998, cash includes $219,463,000 (1997— 
$225,881,000) in non-convertible currencies of regional bor
rowing members, of which $89,183,000 (1997—$89,141,000) 
has been restricted by one of the members, in accordance with 
the provisions of the Agreement, to be used for making pay
ments 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 
deposits, asset-backed securities, and related financial instru
ments with off-balance sheet risk, including financial futures 
contracts and currency and interest rate swaps. The Bank lim
its its activities of investing in securities to a list of authorized 
dealers and counterparties. The Bank establishes credit limits 
for each counterparty and, for most swap counterparties, has 
agreements in place providing for collateralization in the event 
that the mark-to-market exposure exceeds certain contractual 
limits, which are a function of the counterparty's credit rating. 

Gove rnmen t and agency obligations: These obligations 
include marketable bonds, notes and other obligations issued 
or unconditionally guaranteed bv 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 
government of the member country whose currency is being 
invested, (ii) obligations issued or unconditionally guaranteed 
by an agency or instrumentality of a government of a member 
country or any other official entity with credit quality equiva
lent to a A A or better rating, (iii) obligations of multilateral 
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organizations with credit quality equivalent to a A A A rating, 
and (iv) non-local currency obligations of or guaranteed by 
member governments with credit quality equivalent to a A A 
or better rating. 

Bank obligations and t ime deposits: These obligations 
include 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. 

Asset-backed securities: Asset-backed securities are debt 
instruments collateralized by one or more types of assets. The 
cash flow of these instruments is based on the cash flows of 
the pool of underlying assets managed by a special purpose 
vehicle, or trust, which provides credit enhancements to 
ensure higher credit ratings. The Bank invests only in these 
types of securities with credit ratings of AAA. 

Currency swaps: Currency swaps are agreements to exchange 
cash flows denominated in different currencies at one or more 
certain times in the future. Cash flows are based on a prede
termined exchange rate and a formula, which reflects fixed or 
floating rates of interest and an exchange of principal. 

Interest rate swaps: Interest rate swaps are agreements that 
transform a fixed rate payment obligation in a particular cur
rency into a floating rate payment obligation in that currency 
or vice versa. 

Financial futures: Financial futures contracts are commit
ments to either purchase or sell a financial instrument at a 
future 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 Bank's general investment authority limits the modifi
cation of the portfolio's duration through the use of futures 
and options to not more than two months. There were no 

financial futures contracts outstanding at December 31 , 
1998 and 1997, and the activity during those years was min
imal. Gross gains and gross losses during 1998 and 1997 
were minimal. 

Trading portfolio: A summary of the Bank's position in trad
ing portfolio instruments at December 31 , 1998 and 1997 is 
shown in the Summary Statement of Investments and Swaps 
in Appendix 1-1. 

Net unrealized losses on trading portfolio instruments, 
held at December 31 , 1998, of $19,243,000 (1997—net gains 
of $12,197,000), were included in income from investments. 
The average return on investments, after swaps, including 
realized and unrealized gains and losses, during 1998 and 
1997 was 4.88% and 4.58%, respectively. 

Note E - Loans and Guarantees Outstanding 
Approved loans are disbursed to borrowers in accordance with 
the requirements of the project being financed; however, dis
bursements 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 irrevoca
ble commitments to disburse approximately $96,611,000 at 
December 31, 1998. 

The average interest rate earned on loans outstanding, 
which includes the special commission (see Note B), was 
6.95% in 1998 and 7.12% in 1997. The average total return 
on loans outstanding was 7.35% in 1998 and 7.75% in 1997. 

A summary statement of loans is presented in Appen
dix 1-2 and a summary of the Bank's outstanding loans by cur
rency and product type and their maturity structure at 
December 31 , 1998 and 1997 is shown in Appendix 1-3. 

Mul t icurrency loans - W i t h 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 in determining 
their repayment obligations. T h e interest rate due for Cur
rency Pooling System loans approved from January 1, 1983 to 
December 31, 1989 is fixed at the time of each disbursement, 
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 disbursement, plus a 
spread which, including loan fees, is estimated to cover 
administrative and other costs. 
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Adjustable rate loans: O n January 1, 1990, the Bank miti
gated its interest rate risk by moving from fixed rate to 
adjustable rate lending for all Currency Pooling System loans 
made after that date. This rate, which resets twice a year, rep
resents the effective cost during the previous six months of a 
pool of borrowings allocated to fund such loans, plus a spread 
which, including loan fees, is estimated to cover administra
tive and other costs and to meet desired net income targets. 

Average maturi ty: The Bank maintains a targeted currency 
composition in its Currency Pooling System. T h e 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 so as to maintain the alignment of the 
multicurrency loans' composition with the target ratio. The 
selection 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. 

calendar year. 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 L I B O R funding cost. For floating-rate 
loans, the interest rate resets every six months based on a 
L I B O R rate. In either case, the borrower pays the Bank's 
spread and fees. 

In December 1998, the Board of Executive Directors 
approved guidelines for emergency lending to participate in 
concerted international emergency financial assistance to the 
Bank's borrowing member countries in response to the impact 
in Latin America and the Caribbean of the global liquidity 
crisis. The emergency lending guidelines provide for loans to 
be approved in 1998 and 1999 in an amount which is expected 
not to exceed approximately $9,000,000,000 of United States 
dollar loans. These loans are for a term not to exceed five 
years, with a three year grace period, and carry a six-month 
L IBOR interest rate plus a spread of 400 basis points, a front-
end fee of 1% on the total amount of the loan, and a com
mitment fee of 0.75% of the undisbursed balance. Under the 
guidelines approved by the Board of Executive Directors, these 
loans are currently not eligible for the standard fee waivers 
described below. As of December 31 , 1998, the Bank has 
approved $2,850,000,000 of emergency loans. 

Single currency loans - W i t h a government guarantee 
Adjustable rate loans: In 1996, the Board of Executive Direc
tors approved the creation of the Single Currency Facility pur
suant to which the borrowers have the option to choose to 
denominate each loan in the Currency Pooling System, in one 
of four currencies (United States dollars, German marks, 
Japanese yen and Swiss francs) or in a combination of the 
Currency Pooling System and such currencies. Effective Jan
uary 1, 1999, the euro was substituted for the German mark 
in 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, including loan fees, is estimated to 
cover administrative and other costs and to meet desired net 
income targets. 

L I B O R - b a s e d loans: In 1994, the Board of Executive 
Directors approved a lending program (U.S. Dollar Window 
Program) aimed for private sector borrowers under which the 
loans are denominated and disbursed only in United States 
dollars and are guaranteed by a government. T h e amount 
approved for this program is currently $500,000,000 per 

Charges on loans with a government guarantee (excluding 
emergency lending) 
In addition to the interest rate, for loans made under the 
Currency Pooling System, the U.S. Dollar Window Program 
and the Single Currency Facility, the Bank charges a credit 
commission of 0.75% (1.25% on loans approved prior to 
January 1, 1989) per annum on the undisbursed convertible 
currency portion of a loan and a one-time supervision and 
inspection fee of 1% on the principal amount of a loan which 
is capitalized 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 Executive 
Directors, when their collection is not needed to meet desired 
net income targets. Lending spreads, credit commissions and 
one-time supervision and inspection fees prevailing during 
1998 and 1997 were as follows: 

One-time 
Credit Supervision and 

Lending Spread Commission Inspection Fee 
% % % 

1997: First six months 
Second six months.. 

1998: First six months 
Second six months.. 

0.50 
0.50 
0.50 
11.5 0 

Full 
Full 
13dl 
0.25 

0.70 
0.85 
1.00 
0.00 
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Single currency loans - W i t h o u t a government guarantee 
Under the terms of the Eighth General Increase in the 
Resources 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 dis
bursement, for the life of the loan, at a rate representing the 
Bank's LIBOR funding cost plus a credit spread. For floating-
rate loans, the interest rate resets every six months based on a 
L IBOR rate plus a credit spread. The credit spreads and fees 
for Private Sector Program loans are set on a case by case 
basis. 

As of December 31 , 1998, cumulative Private Sector 
Program loans approved, net of cancellations and participa
tions, amounted to $1,065,910,000 (1997—$614,660,000). 
Outstanding loans, net of participations, under this Program 
amounted to $282,947,000 at December 31 , 1998 (1997— 
$229,260,000). 

In ter -Amer ican Inves tment Corpora t ion ( I IC) 
In 1992, the Bank approved a loan to the IIC in the amount 
of $210,000,000, of which $75,000,000 was disbursed and 
repaid and $135,000,000 was cancelled. In 1997, the Bank 
approved a new loan to the I IC in the amount of 
$300,000,000. Disbursements under this loan are denomi
nated in United States doüars and carry a LIBOR-based 
interest rate. The undisbursed balance was $300,000,000 as of 
December 31 , 1998 and 1997, and there were no amounts 
outstanding. 

Loan part icipations 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 
administration of the loans. As of December 31, 1998, there 
were $256,135,000 in loan participations outstanding not 
included in the Balance Sheet (1997—$230,649,000). 

As of December 31 , 1998, the Board of Executive 
Directors had approved guarantees without government 
counter-guarantees in the amount of $106,250,000 (1997— 
$31,250,000) of which $21,858,000 (1997—$9,000,000) was 
subject to call. Guarantees are not included in reported loan 
balances. 

IFF subsidy 
T h e 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. Dur ing 1998, the 
I F F paid $41,393,000 (1997—$37,068,000) 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 1998 and 1997, 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 , 1998 and 1997 were as follows (in 
thousands): 

1998 1997 

Balance at January 1, $821,564 $805,262 
Provision for loan losses 91,459 62,719 
Translation adjustments 35,019 (46,417) 

Balance at December 31, $948,042 $821,564 

No te F - Property 
As of December 31,1998 and 1997, the property of the Bank— 
Ordinary Capital—consists of the following (in thousands): 

1998 1997 

Land, buildings, improvements and 
equipment, at cost $ 421,381 $ 406,658 

Less: accumulated depreciation (149,654) (136,489) 

$ 271,727 $ 270,169 

No te G - Borrowings 
The primary objective of the Bank's borrowing policy is to 
obtain 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 
agreements, establishes credit limits for each of those counter
parties and, for most counterparties, has agreements in place 
providing for collateralization in the event that the mark-to-
market exposure exceeds certain contractual limits, which are 
a function of the counterparty's credit rating. The Bank does 
not anticipate nonperformance by any of its counterparties. A 
summary of the Bank's medium and long-term borrowing 
portfolio and its maturity structure at December 31 , 1998 and 
1997 is shown in Appendix 1-4. 
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The borrowings of the Bank consist of loans, notes and 
bonds issued in various currencies at contracted interest rates 
ranging from 0.50% to 31.00%, before swaps, and from 
(0.25%) to 12.77%, after swaps, with various maturity dates 
through 2027. The average cost of borrowings during 1998 
and 1997 was 6.75% and 6.70%, before swaps, and 6.34% and 
6.54%, 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 original currency converted. The combination of a bor
rowing and a currency swap produces the financial equivalent 
of substituting a borrowing in the currency obtained in the 
initial conversion 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 or vice versa. 

Fair value 
T h e following table reflects the carrying and estimated fair 
values of the borrowing portfolio as of December 31 , 1998 
and 1997 (in thousands): 

1998 1997 

Carrying 
Value 

Estimated 
Fair Value 

Carrying 
Value 

Estimated 
Fair Value 

Borrowings 132,516,395 «35,672,073 
Swaps 

Currency 
Payable 9,305,917 9,260,317 
Receivable (8,903,418) (9,204,078) 

Interest rate — (93,932) 

$27,345,275 $29,718,219 

4,982,544 
(4,603,687) 

5,121,792 
(4,786,836) 

26,189 

Note H - Credit Risk 
T h e Bank is party to a variety of financial instruments, certain 
of which involve elements of credit risk in excess of the 
amounts 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 
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 the application of 
eligibility criteria and exposure limits for transactions with 
individual counterparties and through the use of mark-to-
market collateral arrangements for swap transactions. 

The notional amounts and credit risk exposures, as 
applicable, for these financial instruments at December 31 , 
1998 and 1997 are shown below (in thousands): 

1998 1997 

Investments - Trading Portfolio 
Currency swaps 

Credit exposure due to 
potential nonperformance 
by counterparties 

Interest rate swaps 
Notional principal 
Credit exposure due to 

potential nonperformance 
by counterparties 

Borrowing Portfolio 
Currency swaps 

Credit exposure due to 
potential nonperformance 
by counterparties 

Interest rate swaps 
Notional principal 
Credit exposure due to 

potential nonperformance 
by counterparties 

1,719,654 293,000 

636 

425,317 62,751 

6,497,267 1,980,315 

229,217 29,656 

Note I - Capital Stock 

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 
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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 currency-
required to discharge the obligations of the Bank for the pur
pose for which the call is made. For a Statement of Sub
scriptions to Capital Stock at December 31 , 1998 and 1997, 
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 reduc
ing 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 vot
ing power available for nonregional members at up to 
15.995%, including 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 
O n 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' 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 , 1998, subscriptions to the increase aggre
gating approximately $33,232,729,000 had been received 
from members, consisting of $829,663,000 of "paid-in" capi
tal and $32,403,066,000 of "callable" capital. The remaining 
subscriptions to the increase are due in 1999. 

U p to $136,000,000 of unallocated special contribu
tions committed to a corresponding increase in the F S O are 
to be paid by contributions from members. Any unpaid por
tion as of 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. 

Total subscriptions to shares of Ordinary Capital stock 
and the voting power of the member countries as of Decem
ber 31, 1998 are shown in the Statement of Subscriptions to 
Capital Stock and Voting Power in Appendix 1-6. 

T h e composition of subscribed capital and receivable 
from members as of December 31 , 1998 and 1997 are as fol
lows (in thousands): 

Subscribed capital 
Amount 

Paid-in Callable Total 

$3,838,367 $77,056,670 $80,895,037 

166,523 6,495,616 6,662,139 

Shares 
Balance at 
January 1, 1997 6,705,806 

Subscriptions during 
1997 552.259 

Balance at 
December 31,1997.... 7,258,065 4,004,890 83,552,286 87,557,176 

Subscriptions during 
1998 552,259 166,524 6,495,615 6,662,139 

Balance at 
December 31, 1998.... 7,810,324 $4,171,414 $90,047,901 $94,219,315 

Amount 

Receivable from members 1998 

Regional developing members $599,734 
United States 76,832 
Canada 14,558 
Non-regional members 250,629 

Total $941,753 

1997 

$559,990 
71,710 
15,402 

222,445 
$869,547 

During 1996, the Bank reached an agreement adjusting 
the receivable from one of its members. The agreement 
resulted in the Bank recognizing an increase in non-nego
tiable, non-interest bearing demand obligations of 
$214,446,000 in 1996 and $38,298,000 in 1998 from a 
regional developing member and a corresponding decrease in 
cash and investments. 

Membership 
O n April 2 1 , 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 
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SFRY's membership. Accordingly, the shares representing 
SFRY's membership 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. O n 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 J - Special Reserve 
The following is a summary of changes in the special reserve for 
the years ended December 31, 1998 and 1997, excluding trans
lation adjustments which are presented separately as described 
in Note K below (in thousands): 

1998 1997 

Balance at January 1, $2,621,267 
Allocation of special 

commissions 44,233 

Balance at December 31, $2,665,500 

$2,357,053 

264,214 

$2,621,267 

The special reserve assets as of December 31 , 1998 and 
1997 consist of the following (in thousands): 

1998 1997 

Investments at market value $2,429,440 
Accrued loan commissions 42,025 

$2,471,465 

$2,259,071 
80,248 

$2,339,319 

The currency composition of the special reserve invest
ments is maintained to match the currencies of the borrow
ings outstanding. 

Note K - Accumulated Translation Adjustments 
The following is a summary of changes in the accumulated 
translation adjustments for the years ended December 31 , 
1998 and 1997 (in thousands): 

General Special 
Reserve Reserve Total 

Balance at January 1,1997 $203,055 $(144,635) $ 58,420 
Translation adjustments (42,068) (137,313) (179,381) 

Balance at December 31, 1997 160,987 (281,948) (120,961) 
Translation adjustments 78,723 87,913 166,636 

Balance at December 31,1998 $239,710 $(194,035) $ 45,675 

Note L - Pension and Postretirement Benefit Plans 
The Bank has two defined benefit retirement plans (Plans), 
the Staff Retirement Plan (SRP) for the pension benefit of its 
international employees and the employees of the IIC and the 
Local Retirement Plan (LRP) for the pension benefit of local 
employees in the country offices. The Plans are funded by 
employee and Bank contributions in accordance with the pro
visions of the Plans. Any and all contributions to the Plans by 
the Bank are irrevocable and are held separately in retirement 
funds solely for the payment of benefits under the Plans. 

The Bank also provides certain health care and other 
benefits to retirees. Al\ current staff of the Bank and the I IC 
who contribute to the SRP and L R P while in active service 
and who meet certain requirements are eligible for postretire
ment benefits under the Postretirement Benefits Plan (PRF). 
Retirees contribute toward the Bank's health care program 
based on a premium schedule established by the Bank. The 
Bank contributes the remainder of the actuarially determined 
cost of future health and other benefits. While all contribu
tions made by the Bank and all other assets and income of the 
P R F 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 payment of bene
fits under the Plan. 
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The following table summarizes the change in benefit 
obligation, change in plan assets, and funded status of the 
Plans and the P R F and amounts recognized in the Balance 
Sheet for the years ended December 31 , 1998 and 1997 (in 
thousands): 

Pension Benefits Postretirement Benefits 

1998 1997 199S 

Change in benefit 
obligation 

Benefit obligation, 
beginning of year $1,282,108 $1,116,024 

Service cost 40,921 39,130 
Interest cost 77,387 77,824 
Plan participants' 

contributions 13,253 12,505 
Actuarial (gain) 

loss (200,872) 68,529 
Plan amendment — — 
Benefits paid (37,090) (31,904) 

Benefit obligation, 
end of year 1,175,707 1,282,108 

Change in plan assets 
Fair value of plan 

assets, beginning 
ofyear 1,441,788 1,193,411 

Actual return on 
plan assets 211,027 238,339 

Employer 
contribution 31,952 29,937 

Plan participants' 
contributions 13,253 12,505 

Benefits paid (37,090) (31,904) 
Net pavments from 

(to) other plans 2,894 (500) 

Fair value of plan 
assets, end of vear.... 1,663,824 1,441,788 

Funded status 488,117 159,680 
Unrecognized: 

Net actuarial gain.... (490,529) (176,002) 
Prior service cost 11,573 13,026 

Prepaid (accrued) 
benefit cost $ 9,161 $ (3,296) $ 6,472 $ 7,727 

$ 555,703 
21,352 
32,441 

(22,663) 
(12,319) 
(7,733) 

566,781 

592,422 

112,507 

15,015 

(7,733) 

712,211 

145,430 

(128,613) 
(10,345) 

Amounts recognized 
in the Balance 
Sheet consist of: 
Prepaid benefit cost.. $ 17,947 $ 
Accrued benefit 

liability (8,786) _ 

Net amount 
recognized S 9,161 $_ 

$ 6,472 

$ 6,472 

1997 

$507,166 
22,272 
34,575 

(1,181) 

(7,129) 

555,703 

462,904 

106,647 

30,000 

(7,129) 

592,422 

36,719 

(29,192) 
200 

Unrecognized actuarial gains and losses which exceed 
10% of the greater of the benefit obligation or fair value of 
plan assets at the beginning of the period are amortized over 
the average remaining service period of active employees 
expected to receive benefits under the SRP and L R P plans, 
which approximates 11.1 and 12.5 years, respectively. Excess 
unrecognized actuarial gains and losses for the P R F are amor
tized over the average remaining life of active participants, 
which approximates 11.4 years. 

Unrecognized prior service cost is amortized over 15 
years for the Plans and over 7 years for the PRF. 

The weighted average actuarial assumptions taken into 
consideration for the calculation of the benefit obligation as of 
December 31 , 1998 and 1997 are as follows: 

Pension Postretirement 
Benefits Benefits 

1998 1997 1998 1997 

Discount rate 
Expected return on 

plan assets 
Rate of salary increase 

SRP 
Rate of salary increase 

LRP 

5.25% 6.00% 5.25% 6.00% 

6.00% 6.75% 6.00% 6.75% 

4.33% 6.00% — 

5.73% 7.40% 

The accumulated postretirement benefit obligation 
(APBO) was determined using health care cost trend rates of 
7.75% to 10.25% for those participants assumed to retire in 
the United States. The rate was assumed to decrease gradually 
to 3.75% in 2011 and thereafter. For those participants 
assumed to retire outside of the United States, a 10.25% 
health care cost trend rate was used. 

Net periodic benefit cost for the years ended December 
31 , 1998 and 1997 consists of the following components (in 
thousands): 

Pension 
Benefits 

Postretirement 
Benefits 

1998 1997 1998 1997 
Service cost $ 40,921 t 39,130 $ 21,352 î 22,272 

77,387 77,824 32,441 34,575 

(97,595) (86,493) (35,721) (32,095) 

Interest cost 
Expected return on 

plan assets 
Amortization of: 

Prior service costs 1,453 1,453 
Unrecognized net (gain) loss.. (2,671) 762 

Net periodic benefit cost S 19,495 $ 32,676 $ 16,271 S 26,849 

(1,774) 38 
(27) 2,059 
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N O T E S T O F I N A N C I A L S T A T E M E N T S (continued) 
December 31,1998 and 1997 

Total benefit costs for the Plans and the P R F for the 
year ended December 31 , 1998 amounted to $35,766,000 
(1997—$59,525,000) and were charged to administrative 
expenses and allocated to the O R C and F S O as indicated in 
Note B .The portion of this cost that was charged to the Ordi
nary Capital for the year ended December 31 , 1998 is 
$28,684,000 (1997—$44,536,000). The balance of the cost 
has been charged to the FSO. 

The projected benefit obligation, accumulated benefit 
obligation, and fair value of plan assets for the LRP, which has 
accumulated benefit obligations in excess of plan assets, were 
$49,032,000, $33,618,000, and $29,598,000, respectively, as 
of December 31 , 1998 and $46,585,000, $30,186,000, and 
$22,125,000, respectively, as of December 31 , 1997. 

Assumed health care cost trend rates have a significant 
effect on the amounts reported for the PRF. A one-percent
age point change in assumed health care costs trend rates 
would have the following effects (in thousands): 

Effect on total of service and 
interest cost components 

Effect on postretirement 
benefit obligations 

1-Percentage 
Point 

Increase 

$10,125 

93,877 

1-Percentage 
Point 

Decrease 

$ (7,640) 

(72,800) 

Note M - Reconciliation of Net Income to Net Cash 
Provided by Operat ing 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): 

Year ended December 31, 

1998 1997 

Net income $392,841 $414,776 
Difference between amounts accrued and 

amounts paid or collected for: 
Loan income 
Investment income 
Net unrealized loss (gain) on investments 
Interest and other costs of borrowings (55,548) 
Administrative expenses, including 
depreciation 

Provision for loan losses 
Increase in net investment swaps 

Net cash provided by operating activities 

13,809 
(8,047) 
34,780 

10,244 
91,459 
36,083 

$515,621 

(13,914) 
(24,261) 

(4,633) 
9,480 

17,596 
62,719 

$461,763 

Supplemental disclosure of noncash activities 
Increase (decrease) resulting from exchange 

rate fluctuations: 
Loans outstanding $1,194,803 $(1,442,269) 
Borrowings 1,149,700 (1,617,722) 

Note N - T h e 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 , 1998, the Bank has assessed the 
impact of the Year 2000 issue on its computer systems and is 
in the process of remediation of the affected hardware and 
software. The Bank has estimated that the remediation 
process of the major affected systems will be completed by 
mid-1999. As of December 31 , 1998, cumulative expendi
tures for the Year 2000 project were $5,599,000. It is esti
mated that an additional $10,397,000 will be incurred over 
the next two years. 

Note O - Euro Conversion 
On January 1, 1999, eleven member states of the European 
Union adopted a common currency, the "euro". At that time, 
the participating countries established irrevocable conversion 
rates between their existing sovereign currencies (the "legacy 
currencies") and the euro. Following the introduction of the 
euro, the legacy currencies remain legal tender in the partici
pating countries as denominations of the euro between Janu
ary 1, 1999 and December 31 , 2001 (the "transition period"). 

As of December 31, 1998, the Bank has assessed the 
impact of the euro conversion on its operations and has deter
mined that it will not have a material effect on its business or 
financial condition. T h e Bank will use both legacy and euro 
currencies in its operations during the transition period. A 
full conversion to the euro will be made by December 31 , 
2001. 
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SUMMARY STATEMENT OF INVESTMENTS AND SWAPS — NOTE D 
December 31, 1998 
Expressed in thousands of United States dollars 

German 
marks 

Japanese Netherlands Swiss 
yen guilders 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) for the year... 
Average yield-to-maturity (%)-

Average maturity (years) 

Bank obligations and time deposits: 
Carrying value 
Average balance during vear 
Net gains for the year 
Average yield-to-maturity (%).. 
Average maturity (years) 

Asset-backed securities: 
Carrying value 
Average balance during year 
Net losses for the year 
Average yield-to-maturity (%)l! 

Average maturity (years) 

Total investments: 
Carrying value 
Average balance during year 
Net gains (losses) for the year.. 

Currency swaps receivable: 
Carrying value 
Average balance during year 
Net losses for the year 
Average yield-to-maturity (%).. 
Average maturity (years) 

Currency swaps payable: 
Carrying value 
Average balance during year 
Net gains for the year 
Average cost (%) 
Average maturity (years) 

Net interest rate swaps: 
Carrying value 
Average balance during year 
Net gains (losses) for the year.. 
Average maturity (years) 

Total investments and swaps: 
Carrying value 
Average balance during year 
Net gains for the year 

52,266 
171,299 
3,804 
3.30 
1.23 

475,519 
574,645 

3.45 
0.05 

82,375 
44,697 

(19) 
3.83 
2.47 

610,160 
790,641 
3,785 

(75) 
(62) 

(105) 
2.72 

610,085 
790,579 

3,680 

1,704,641 
1,058,085 

(6,924) 
0.59 
1.50 

412,198 
216,011 

0.28 
0.03 

2,116,839 
1,274,096 

(6,924) 

(859,913) 
(348,957) 

4,907 
0.77 
1.78 

(17,050) 
(11,120) 
3,768 
2.12 

1,239,876 
914,019 

1,751 

166,357 
170,419 

3.25 
0.05 

394,788 
423,277 

1.38 
0.06 

166,357 
170,419 

394,788 
423,277 

United States 
dollars 

532,283 
566,839 

1,164 
5.69 
3.16 

725,984 
930,668 
22,756 

5.20 
2.00 

2,397,062 
3,835,755 

6,410 
5.35 
0.21 

2,420,280 
1,689,438 

(15,339) 
5.57 
4.90 

6,075,609 
7,022,700 

14,991 

693,393 
308,000 

(3,139) 
5.51 
1.76 

Other 
currencies 

All 

166,357 
170,419 

394,788 
423,277 

(4,865) 
(344) 

(3,640) 
2.91 

6,764,137 
7,330,356 

8,212 

215,933 
13,510 

1,486,955 
1,247,187 

3,769 
5.29 
0.11 

1,486,955 
1,463,120 

17,279 

1,486,955 ■' 
1,463,120 

17,279 

currencies 

532,283 
566,839 

1,164 
5.69 
3.16 

2,482,891 
2,375,985 

33,146 
1.99 
1.64 

5,332,879 
6,467,294 

10,179 
4.41 
0.14 

2,502,655 
1,734,135 

(15,358) 
5.51 
4.82 

10,850,708 
11,144,253 

29,131 

693,393 
308,000 

(3,139) 
5.51 
1.76 

(859,913) 
(348,957) 

4,907 
0.77 
1.78 

(21,990) 
(11,526) 

23 
2.30 

10,662,198 
11,091,770 

30,922 

" T h e carrying value of total investments and swaps held in other currencies consists of the following: 

Spanish pesetas 
Other 
Total 

Canadian dollars % 535,243 
British pounds sterling 492,267 
Italian lire 139,403 

$ 127,450 
192,592 

Sl.486,955 
:After interest rate swaps. 
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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 of the United States 
Government and its corporations 
and agencies: 

Carrying value 
Average balance during year 
Net gains for the year 
Average yield-to-mamrity (%).. 
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) 

Asset-backed 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 

159,279 
326,466 

445,682 
431,378 

1.61 
0.11 

445,682 
431,378 

'"The carrying value of total investments held in other currencies consists of the following: 

Canadian dollars S 507,597 
British pounds sterling 485,277 
Italian lire 130,217 
Spanish pesetas 122,078 
Other 182,195 

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 

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 

201,940 
192,346 

4,631 
4.52 
0.51 

1,225,424 
1,184,068 

7,336 
5.84 
0.11 

Total $1,427,364 



FINANCIAL STATEMENTS 171 

ORDINARY CAPITAL 
INTER-AMERICAN DEVELOPMENT BANK 

A P P E N D K 1-2 

SUMMARY STATEMENT OF LOANS BY COUNTRY — NOTE E 
December 31,1998 and 1997 
Expressed in thousands of United States dollars 

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 
Private Sector 
Inter-American Investment 
Corporation 

Total 1998 

Loans 
approved, 

less 
cancellations'1 

113,807,820 
258,528 
323,395 

19,502 
1,059,611 

15,276,627 
3,868,360 
6,317,156 
1,588,968 

884,103 
2,554,640 
1,613,484 
1,286,247 

111,590 
516,045 
938,051 

11,413,879 
253,773 

1,653,575 
917,685 

4,098,199 
45,854 

876,162 
2,103,024 
4,230,962 
2,172,441 
1,065,910 

375,000 

Principal 
collected'21 

S 2,893,135 
36,298 
48,693 

365,793 
4,183,417 
3,152,151 
2,369,810 
354,335 
163,483 
665,324 
307,116 
342,798 
62,641 

254,794 
325,455 

3,960,831 
92,746 

332,210 
118,374 
813,967 

5,634 
56,367 

333,072 
622,152 
811,058 
48,860 

75,000 

Loans 
sold'" 
«118,113 

14,000 
59,740 
121,642 
172,705 

1,520 
200 

103,257 
15,250 
40,725 

18,060 

22,188 
1,794 

58,000 
429 

122,662 

13,951 
5,768 
1,000 

Undisbursed 
5,023,206 

50,938 
156,706 
18,412 
59,769 

5,120,144 
18,605 

1,277,022 
461,731 
396,412 
591,690 
674,297 
456,738 

6,242 
185,625 

1,859,709 
4,301 

708,565 
440,576 

1,062,082 
30,450 

362,287 
816,926 

1,824,910 
667,795 
734,103 

300,000 

Outstanding 
1998 

$ 5,773,366 
171,292 
117,996 

1,090 
620,049 

5,913,326 
575,962 

2,497,619 
771,382 
324,008 

1,194,369 
616,821 
445,986 
48,949 

236,949 
426,971 

5,571,151 
154,932 
554,800 
358,306 

2,099,488 
9,770 

457,508 
939,075 

1,778,132 
692,588 
282,947 

Currency in which 
outstanding portion ot 

approved loans is 
collectible 

Freely 
convertible 
currencies 
5.713,454 

171,292 
117,934 

1,090 
618,132 

5,864,269 
569,764 

2,464,185 
771,382 
324,008 

1,193,840 
616,136 
445,599 

48,949 
236,949 
426,971 

5,563,930 
154,932 
554,800 
357,854 

2,096,375 
9,770 

457,508 
939,073 

1,778,132 
692,588 
282,947 

Other 
currencies 
$ 59,912 î 

62 

1,917 
49,057 

6,198 
33,434 

529 
685 
387 

7,221 

452 
3,113 

Outstanding 
1997 

4,387,685 
138,836 
100,603 

384 
655,261 

4,366,816 
595,169 

2,173,975 
726,062 
295,828 

1,055,881 
518,533 
335,784 

55,378 
226,743 
386,067 

5,078,615 
153,981 
425,880 
291,244 

1,862,540 
10,162 

426,474 
805,567 

1,277,636 
720,555 
229,260 

$79,630,591 122,795,514 1891,004 S23,309,241 S32,634,832 $32,471,863 $162,969 

Total 1997 $68,703,930 $19,828,265 $890,857 $20,683,889 $27,133,974 $166,945 $27,300,919 

'"As of December 31, 1998, this table excludes participated Private Sector loans of $1,612,350 (1997-$845,300). Also, this table excludes guaran
tees without government counter-guarantees approved in the amount of $106,250 (1997-$31,250). 

'-'Includes principal repayments received on revolving lines of credit under export financing operations of $477,177 (1997—S489.711). 
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SUMMARY STATEMENT OF LOANS OUTSTANDING BY CURRENCY AND PRODUCT — NOTE E 
December 31,1998 
Expressed in thousands of United States dollars 

Currency/Rate type Amount 

German marks 
Fixed $ 705,837 
Adjustable 1,477,497 

Japanese yen 
Fixed 2,037,304 
Adjustable 4,961,758 

Netherlands guilders 
Fixed 235,184 
Adjustable 495,545 

Swiss francs 
Fixed 1,258,292 
Adjustable 2,842,261 

United States dollars 
Fixed 3,546,175 
Adjustable 8,875,065 
LIBOR-based fixed 
LIBOR-based floating — 

Others 
Fixed 175,943 

Loans outstanding 
Fixed 7,958,735 
Adjustable 18,652,126 
LIBOR-based fixed 
LIBOR-based floating — 

Total $26,610,861 

Multicurrency loans 

Weighted 
average 

rate 
(%) 

7.85 
6.68 

7.73 
6.68 

7.86 
6.68 

7.79 
6.68 

7.69 
6.68 

4.37 

7.66 
6.68 

6.97 

Single currency loans 

Amount 

4,091,189 
234,389 

1,698,393 

4,091,189 
234,389 

1,698,393 

$6,023,971 

Weighted 
average 

rate 
(%) 

6.98 
7.94 
8.10 

6.98 
7.94 
8.10 
7.33 

MATURITY STRUCTURE OF LOANS OUTSTANDING 
December 31,1998 
Expressed in thousands of United States dollars 

Average 
maturity 
(years) 

10.24 
4.52 
4.72 

10.24 
4.52 
4.72 
8.46 

Total loans 

Amount 

$ 705,837 
1,477,497 

2,037,304 
4,961,758 

235,184 
495,545 

1,258,292 
2,842,261 

3,546,175 
12,966,254 

234,389 
1,698,393 

175,943 

7,958,735 
22,743,315 

234,389 
1,698,393 

$32,634,832 

Weighted 
average 

rate 
(%) 

7.85 
6.68 

7.73 
6.68 

7.86 
6.68 

7.79 
6.68 

7.69 
6.77 
7.94 
8.10 

4.37 

7.66 
6.73 
7.94 
8.10 
7.04 

Multicurrency loans Single currency loans Aille 

Year of Maturity 

1999 
2000 
2001 
2002 
2003 
2004 through 2008.. 
2009 through 2013., 
2014 through 2018.. 
2019 through 2023.. 
2024 through 2028.. 
Total 

Average Maturity (years) . 

Adjustable 
$ 704,700 

1,064,300 
1,275,300 
1,314,826 
1,324,200 
6,572,800 
4,852,100 
1,351,600 

186,900 
— 5,400 

$7,958,735 $18,652,126 

Fixed 
$1,305,322 
1,094,013 
951,500 
865,200 
798,300 

2,395,700 
499,800 
46,000 
2,900 

4.29 3.10 

Fixed"» 
I 11,600 
20,600 
34,600 
34,600 
34,600 
98,389 

Adjustable'" 

$ 70,964 
71,200 
153,000 
845,000 
894,400 

1,684,318 
1,362,300 
599,400 
103,200 
5,800 

Fixed 
$1,316,922 
1,114,613 
986,100 
899,800 
832,900 

2,494,089 
499,800 
46,000 
2,900 

Adjustable 

$ 775,664 
1,135,500 
1,428,300 
2,159,826 
2,218,600 
8,257,118 
6,214,400 
1,951,000 
290,100 
11,200 

4.52 3.62 4.30 

Total 
$ 2,092,586 
2,250,113 
2,414,400 
3,059,626 
3,051,500 
10,751,207 
6,714,200 
1,997,000 
293,000 
11,200 

$234,389 $5,789,582 $8,193,124 $24,441,708 $32,634,832 
3.22 7.24 

'"Includes LIBOR-based loans. 
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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 

Currency/Rate type 

German marks 
Fixed 
Adjustable 

Japanese ven 
Fixed 
Adjustable 

Netherlands guilders 
Fixed 
Adjustable 

Swiss francs 
Fixed 
Adjustable 

United States dollars 
Fixed 
Adjustable 
LIBOR-based fixed 
LIBOR-based floating. 

Others 
Fixed 

Loans outstanding 
Fixed 
Adjustable 
LIBOR-based fixed 
LIBOR-based floating. 

Multicurrency loans 
Weighted 

average 
rate 
(%) 

7.96 
6.59 

7.83 
6.59 

7.90 
6.59 

7.87 
6.59 

7.77 
6.59 

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 

8,875,411 
15,719,750 

Total $24,595,161 

4.53 

7.75 
6.59 

7.01 

Single currencv loans 

Weighted 
average 

rate 
Amount (%) 

1,975,863 
208,026 
521,869 

1,975,863 
208,026 
521,869 

$2,705,758 

MATURITY STRUCTURE OF LOANS OUTSTANDING 
December 31,1997 
Expressed in thousands of United States dollars 

6.97 
8.37 
6.73 

6.97 
8.37 
6.73 

7.03 

Average 
maturity 
(vears) 

10.88 
4.93 
6.24 

10.88 
4.93 
6.24 
9.53 

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 
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 

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) 

Mult: currencv 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 

$8,875,411 $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 

4.49 8.43 

Single currency loans 
Fixed'" Adjustable'" 

$ 24,932 
30,200 
61,600 

108,300 
194,300 
948,800 
732,500 
349,400 

46,000 
1,700 

8,426 
19,100 
22,100 
28,700 
28,700 
97,500 

3,500 

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 

S 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 

4.93 9.91 4.50 8.63 

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 
7.26 

'"Includes LIBOR-based loans. 
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A P P E N D K 1-4 

STATEMENT OF BORROWINGS AND SWAPS — NOTE G 
December 31,1998 
Expressed in thousands of United States dollars 

Direct borrowings 
Currency 

swap agreements 
Interest rate 

swap agreements 
Wgtd. Wgtd. 

avg. Average Amount avg. Average 
cost maturity payable cost maturity 

Currency/Rate type Amount (%) (years) ^receivable) (%) (years) 

German marks 
Fixed $ 2,952,779 6.84 3.95 $ 

Adjustable. 

Japanese yen 
Fixed 

Adjustable 

5,798,028 

129,758 

5.46 

1.87 

Netherlands guilders 
Fixed 

Swiss trancs 
Fixed 

749,153 6.96 

3,123,865 5.88 

United States dollars 
Fixed 12,986,331 6.82 

Adjustable. 

Others 
Fixed 

Adjustable. 

5,519,333 7.57 

1,251,830 6.06 

5.76 

10.20 

3.54 

3.71 

7.64 

4.59 

12.21 

988,375 1.75 
(564,464) 3.59 
718,874 (0.04) 
(17,301) 5.34 

585,488 4.96 

1,836,660 6.21 
(311,331) 4.79 

5,176,520 5.01 
(1,057,905) 5.26 

(5,108,836) 7.26 

(1,251,830) 6.06 
Total 

Fixed 31,129,489 6.61 

Adjustable 1,381,588 5.67 

5.91 

12.02 

Principal at face 
value 32,511,077 

Net unamortized 
premium 5,318 

Total $32,516,395 6.57 

6.57 6.17 

3,410,523 
(6,576,382) 
5,895,394 

(2,327,036) 

402,499 

6.17 $ 402,499 

Notional 
amount 
payable 

(receivable) 

S 

Wgtd. 
avg. Average 
cost maturity 
(%) (years) 

(591,751) 4.97 2.76 

8.12 
9.03 
6.97 

13.43 

(298,864) 6.22 
298,864 3.54 

86,506 4.08 
(129,758) 2.52 
155,709 0.05 

(112,457) 1.34 

5.04 

4.34 
2.53 
6.01 

10.01 

406,173 7.09 
(5,550,015) 6.11 
5,550,015 5.54 
(406,173) 4.99 

3.93 

12.21 

492,679 
(5,978,637) 
6,004,588 
(518,630) 

7.79 
7.79 

6.74 
11.46 
12.85 
9.83 

4.87 
4.88 
4.88 
4.87 

Net currency obligations 
Wgtd. 

Amount avg. Average 
payable cost maturity 

(receivable) (%) (years)'" 

$ 2,952,779 6.84 
(890,615) 5.39 
298,864 3.54 

6,872,909 4.91 
(694,222) 3.39 

1,004,341 0.22 

3.95 
4.45 
7.79 

6.11 
9.48 
8.30 

(129,758) 1.87 10.31 

749,153 6.96 3.54 

3,709,353 5.73 

15,229,164 6.75 
(5,861,346) 6.04 
10,726,535 5.28 
(1,464,078) 5.19 

3.92 

7.17 
4.76 
5.43 
8.58 

5,519,333 7.57 4.59 
(5,108,836) 7.26 3.93 
1,251,830 6.06 12.21 

(1,251,830) 6.06 12.21 

35,032,691 6.42 5.86 
(12,555,019) 6.34 4.66 
13,281,570 4.93 6.34 
(2,845,666) 5.42 10.26 

32,913,576 5.94 

5,318 

6.13 

$32,918,894 5.94 6.13 

'"As of December 31, 1998, the average repricing period of the net currency obligations for adjustable rate borrowings was four months. 

MATURITY STRUCTURE OF BORROWINGS OUTSTANDING 
December 31,1998 
Expressed in thousands of United States dollars 

Year of Maturity 
1999 $ 2,632,739 
2000 4,178,011 
2001 4,083,185 
2002 3,350,807 
2003 3,968,226 
2004 through 2008 10,945,954 
2009 through 2013 1,179,876 
2014 through 2018 1,022,279 
2019 through 2023 300,000 
2024 through 2027 850,000 
Total $32,511,077 
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APPENDIX 1-4 

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 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 (%) (vears) (receivable) (%) (years) (receivable) (%) (vears) (receivable) (%) (years)" Currency/Rate type 

German marks 
Fixed $ 2,747,497 6.84 4.95 $ 

Adjustable. 

Japanese yen 
Fixed 

(550,612) 4.97 

Adjustable. 

Netherlands guilders 
Fixed 

5,784,269 5.53 

359,960 0.98 

832,838 7.24 

Swiss trancs 
Fixed 3,092,146 5.83 

United States dollars 
Fixed 10,956,331 7.09 

Adjustable — — 

5.80 

1.66 
(91,905) 1.20 

3.93 — — 

4.51 553,786 4.96 

8.25 1,857,845 6.29 
(311,331) 4.79 

— 2,387,103 5.62 

Others 
Fixed 3,193,628 8.18 

Adjustable. 364,518 5.99 

5.12 

9.64 
(2,785,574) 7.68 

(364,518) 5.99 
Total 

Fixed 26,606,709 6.71 

Adjustable. 724,478 3.50 

6.43 

5.68 

Principal at face 
value 27,331,187 6.63 

Net unamortized 
premium 14,088 

6.41 

2,595,441 
(4,147,264) 
2,387,103 
(456,423) 

378,857 

Total $27,345,275 6.63 6.41 $ 378,857 

3.76 

183,810 4.86 2.70 
(499,747) 3.59 10.03 

(278,087) 6.21 
278,087 3.25 

268,055 6.30 

0.17 (268,055) 0.90 

3.86 

9.64 

672,228 
(1,308,087) 
1,308,087 
(672,228) 

8.79 
8.79 

1.11 

1.11 

6.04 — — — 

5.10 404,173 7.10 5.86 
3.53 (1,030,000) 6.99 3.18 
4.63 1,030,000 6.25 3.18 

(404,173) 5.75 5.86 

$ 2,747,497 6.84 4.95 
(828,699) 5.39 5.45 
278,087 3.25 8.79 

6,236,134 5.54 5.51 
(499,747) 3.59 10.03 
359,960 0.98 1.66 
(359,960) 0.98 0.87 

832,838 7.24 3.93 

3,645,932 5.70 4.74 

13,218,349 6.98 7.73 
(1,341,331) 6.48 3.26 
3,417,103 5.81 4.19 
(404,173) 5.75 5.86 

3,193,628 8.18 5.12 
(2,785,574) 7.68 3.86 

364,518 5.99 9.64 
(364,518) 5.99 9.64 

29,874,378 6.65 6.26 
(5,455,351) 6.66 4.52 
4,419,668 5.27 4.72 
(1,128,651) 4.31 5.49 

27,710,044 6.51 

14,088 
$27,724,132 6.51 

6.39 

6.39 

'"As of December 31, 1997, the average repricing period of the net currencv obligations tor adjustable rate borrowings was six months. 

MATURITY STRUCTURE OF BORROWINGS OUTSTANDING 
December 31,1997 
Expressed in thousands of United States dollars 

Year of Maturity 
1998 $ 1,664,743 
1999 2,446,894 
2000 3,621,329 
2001 3,405,708 
2002 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 _JU150,000 
Total $27,331,187 
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APPENDIX 1-5 

STATEMENT OF SUBSCRIPTIONS TO CAPITAL STOCK — NOTE I 
December 31,1998 and 1997 
Expressed in thousands of United States dollars'" 

Membe 
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 
Total before unallocated amount 
Unallocated (see Note I) 
Total 1998 7,810,324 

Shares 
847,715 

11,759 
16,387 
10,139 
24,446 

8,645 
68,047 

847,715 
315,933 
232,769 
232,749 

34,016 
3,542 

10,859 
45,411 
45,411 
34,016 
11,759 

140,309 
140,508 
45,411 
12,612 
34,016 
34,016 
11,597 

140,309 
45,411 

357,918 
544,922 
24,741 
34,016 
10,859 
34,016 
34,016 

113,447 
3,942 
2,140 

140,309 
6,916 

20,942 
34,600 
34,016 
75,239 

1,385,755 
90,886 

454,174 
3808,361 

1,963 

Paid-in portion of 
subscribed capital 

Total 1997 7,258,065 

Freely 
convertible 
currencies 
$ 347,548 

6,177 
7,479 
3,879 
12,932 
3,601 

27,879 
347,548 
169,636 
95,458 
95,446 
13,969 
1,894 
5,863 
18,602 
18,602 
13,969 
6,177 

73,877 
74,009 
18,602 
5,223 

13,969 
13,969 
6,104 

73,877 
18,602 

186,875 
223,378 
13,029 
13,969 
5,863 
13,969 
13,969 
46,481 
2,063 
1,158 

73,877 
3,486 
11,267 
18,192 
13,969 
40,159 

1,277,409 
37,276 

210,013 
3,701,291 

1,363 
$3,702,654 
$3,536,130 

Other 
currencies 
$104,059 

4,054 
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 
$468,760 

Callable 
portion of 

subscribed capital 
$ 9,774,746 

135,677 
186,151 
116,678 
281,971 

97,087 
784,642 

9,774,746 
3,641,600 
2,683,969 
2,683,752 

392,218 
40,835 

125,134 
523,637 
523,637 
392,218 
135,677 

1,618,732 
1,621,000 

523,637 
144,351 
392,218 
392,218 
133,796 

1,618,732 
523,637 

4,130,845 
6,283,347 

285,433 
392,218 
125,134 
392,218 
392,218 

1,308,122 
45,491 
24,658 

1,618,732 
77,713 

241,365 
399,203 
392,218 
867,481 

27,502,985 
1,047,950 
5,235,554 

Total 
1998 

90,025,584 
22,317 

$90,047,901 

$83,552,286 

$10,226,353 
141,854 
197,683 
122,311 
294,903 
104,288 
820,880 

10,226,353 
3,811,236 
2,807,993 
2,807,752 

410,350 
42,729 

130,997 
547,813 
547,813 
410,350 
141,854 

1,692,608 
1,695,009 

547,813 
152,144 
410,350 
410,350 
139,900 

1,692,608 
547,813 

4,317,720 
6,573,630 

298,462 
410,350 
130,997 
410,350 
410,350 

1,368,560 
47,554 
25,816 

1,692,608 
83,431 

252,632 
417,395 
410,350 
907,641 

28,780,394 
1,096,397 
5,478,897 

94,195,635 
23,680 

$94,219,315 

Total 
1997 

$ 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 

'"Data are rounded; detail may not add to subtotals and totals because of rounding. 
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APPENDLX 1-6 

STATEMENT OF SUBSCRIPTIONS TO CAPITAL STOCK AND VOTING POWER 
December 31, 1998 

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) 
GRAND TOTAL 

Subscribed 
shares 

847,715 
16,387 
10,139 
8,645 

68,047 
847,715 
232,769 
232,749 

34,016 
45,411 
45,411 
34,016 
45,411 
12,612 
34,016 
34,016 
45,411 

544,922 
34,016 
34,016 
34,016 

113,447 
6,916 

34,016 
90,886 

454,174 
3,940,895 

315,933 
2,385,755 

11,759 
24,446 

3,542 
10,859 
11,759 

140,309 
140,508 

11,597 
140,309 
357,918 
24,741 
10,859 
3,942 
2,140 

140,309 
20,942 
34,600 
75,239 

1,165,778 
7,808,361 

1,963 
7,810,324 

Number 
of votes 

847,850 
16,522 
10,274 
8,780 

68,182 
847,850 
232,904 
232,884 

34,151 
45,546 
45,546 
34,151 
45,546 
12,747 
34,151 
34,151 
45,546 

545,057 
34,151 
34,151 
34,151 

113,582 
7,051 

34,151 
91,021 

454,309 
3,944,405 

316,068 
2,385,890 

11,894 
24,581 
3,677 

10,994 
11,894 

140,444 
140,643 

11,732 
140,444 
358,053 
24,876 
10,994 
4,077 
2,275 

140,444 
21,077 
34,735 
75,374 

1,168,208 
7,814,571 

2,233 
7,816,804 

% of total 
number of 

10.850 
0.211 
0.131 
0.112 
0.872 

10.850 
2.980 
2.980 
0.437 
0.583 
0.583 
0.437 
0.583 
0.163 
0.437 
0.437 
0.583 
6.975 
0.437 
0.437 
0.437 
1.453 
0.090 
0.437 
1.165 
5.814 

50.475 
4.045 

30.531 

0.152 
0.315 
0.047 
0.141 
0.152 
1.797 
1.800 
0.150 
1.797 
4.582 
0.318 
0.141 
0.052 
0.029 
1.797 
0.270 
0.444 
0.965 

14.949 
100.000 

"Data are rounded; detail may not add to subtotals and grand total because of rounding. 





FUND FOR 
SPECIAL OPERATIONS 

REPORT OF I N D E P E N D E N T 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 Inter-American 
Development Bank—Fund for Special Operations as of December 31, 1998 and 1997, and the related special purpose 
statements of changes in general reserve, comprehensive loss 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 finan
cial 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 state
ments. An audit also includes assessing the accounting principles used and significant estimates made by management, 
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 Decem
ber 31, 1998 and 1997 and for the years then ended, are fairly presented, in all material respects, on the basis of account
ing described in Note B. 

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 
Development 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. 

CX^^u^ ¿ZL*JUs*^^ /_LJ> 
Washington, D.C. 
February 10, 1999 
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SPECIAL PURPOSE STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE 
Expressed in thousands of United States dollars 

December 3 I, 

ASSETS 

Cash and investments 
Cash 
Investments 

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 

1998 

$1,231,034 
426,000 

3,224 
37,971 

397,551 

1,297,189 

59,598 

$ 1,657,034 

6,826,512 

41,195 

1,754,338 

767 

16,234 

$10,296,080 

1997 

$1,273,225 
499,611 

1,038 
36,705 

526,833 

1,282,142 

59,848 

$ 1,772,836 

6,733,964 

37,743 

1,868,823 

810 

14,443 

$10,428,619 

LIABILITIES A N D F U N D 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 
Accumulated translation adjustments. 

$ 1,758 

222,182 
5,863 

9,642,577 
433,817 
(10,117) 

$ 229,803 

Total liabilities and fund balance. 

10,066,277 

$10,296,080 

$ 14,466 

237,962 
6,355 

9,571,557 
610,169 
(11,890) 

$ 258,783 

10,169,836 

$10,428,619 

The accompanying notes are an integral part of these special purpose financial statements 
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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 : 

Expenses 
Administrative expenses. 

Total expenses 

Excess of income over expenses before technical cooperat ion expense 
and loan write-offs 

Technical cooperat ion expense .. 

Loan write-offs 

Excess of expenses over income 

General reserve, beginning of year 
Allocations to Intermediate Financing Facility Account. 

General reserve, end of year 

1998 

$123,534 
5,763 

811 
4,973 

135,081 
27,332 

366 

162,779 

67,457 

67,457 

95,322 

59,764 

177,410 

(141,852) 

610,169 
(34,500) 

$433,817 

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) 

629,680 
(15,500) 

$610,169 

SPECIAL PURPOSE STATEMENT OF COMPREHENSIVE LOSS 
Expressed in thousands of United States dollars 

Excess of expenses over income 

Translation adjustments on assets and liabil it ies. 

Comprehensive loss 

Years ended December 31, 

1998 

$(141,852) 

71.581 

$ (70,271) 

1997 

$ (4,011) 

(126.497) 

$(130,508) 

The accompanying notes are an integral part of these special purpose financial statements 
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SPECIAL PURPOSE STATEMENT OF CASH FLOWS 
Expressed in thousands of United States dollars 

Years ended December 31, 
1998 1997 

Cash flows f rom lending and investing activities 
Lending: 

Loan disbursements (net ot 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 f r om financing activit ies 
Capital: 

Collections of receivables from members 
Net cash provided by financing activities 

Cash flows f rom operat ing activit ies 
Loan income collections 
Income from investments 
Other income 
Administrative expenses 
Technical cooperation and other financings 
Net cash provided by operating activities 

Adjus tment to receivable f rom members. 

Change in market value of investments 

Al locat ion to the Intermediate Financing Facility Account 

Effect of exchange rate f luctuations on cash and t rading investments 

Net decrease in cash and t rading investments 

Cash and trading investments, beginning of year 

Cash and t rading investments, end of year 

$ (531,506) 
273,296 

(258,210) 

132 

(258,078) 

171,797 

171,797 

133,810 
25,417 

366 
(80,580) 
(75,544) 

3,469 

(3,060) 

(266) 

(34,500) 

4,836 

(115,802) 

1,772,836 

$1,657,034 

$ (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) 

1,834,000 

$1,772,836 

The accompanying notes are an integral part of these special purpose 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 
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 
Account (IFF). The IFF's purpose is to subsidize part of the 
interest payments for which certain borrowers are liable on 
loans from the Ordinary Capital. The FSO makes annual gen
eral reserve allocations to the IFF, as indicated in Note H. 

Note B - Summary of Significant Accounting Policies 
Due to the nature and organization of the FSO, the accom
panying financial statements have been prepared on a special 
accounting 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 prepared 
to comply with Article IV, Section 8(d) of the Agreement. 

The FSO's special purpose financial statements are pre
pared in accordance with the accounting policies outlined below. 

Basis of accounting 
The FSO's special purpose financial statements are prepared 
on the accrual basis of accounting for loan income, investment 
income and administrative expenses. Tha t is, the effect of 
transactions and other events is recognized when they occur 
(not as cash is received or paid) and thev are recorded in the 
accounting records and reported in the annual financial state
ments of the period to which they relate. The FSO follows a 
special accounting basis for loans and contribution quotas as 
described below. 

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. 

New accounting pronouncement 
In 1998, the F S O adopted Statement of Financial Account
ing Standard (SFAS) No. 130, "Reporting Comprehensive 
Income". SFAS No. 130 establishes standards for reporting 
and displaying comprehensive income (non-owner changes in 
equity) and its components in a full set of financial statements. 
The statement also requires the classification of items of other 
comprehensive income by their nature in a financial statement 
and the display of the accumulated balance of other compre
hensive income separately in the fund balance section of the 
Special Purpose Statement of Assets, Liabilities and Fund 
Balance. The translation adjustment resulting from the trans
lation into United States dollars of assets and liabilities is the 
only component of comprehensive income that currently is 
not reflected in net income. The new reporting and disclosure 
requirements are incorporated in these financial statements. 

Reclassifications 
Certain reclassifications of the prior year's information have 
been made to conform to the current year'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 mar
ket rates of exchange prevailing during each month. Exchange 
rate fluctuations generally do not have any effect on the United 
States dollar equivalents of such currencies because of the main
tenance of value provisions described below. The adjustments 
resulting from the translation into United States dollars of 
assets and liabilities are presented as a component of compre
hensive loss in the Special Purpose Statement of Comprehen
sive Loss. The adjustments resulting from the translation of 
contribution quotas authorized and subscribed that do not have 
maintenance of value protection, which are derived from the 
1983, 1990 and 1995 increases in contribution quotas, are 
charged or credited directly to accumulated translation adjust
ments. Under United States GAAP, the contribution quotas 
authorized and subscribed should be reported at historical rates 
of exchange prevailing at the date of the relevant replenish
ment's approval. 

Investments 
All of the FSO's investment securities are held in a trading 
portfolio carried at market value, with interest and realized 
and unrealized gains and losses included in income from 
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investments. The investments are included in the Special 
Purpose 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 
The F S O 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 a 10 year grace period for principal payments and gen
erally carry an interest rate of 1% during the grace period and 
2% thereafter. The principal amount of loans and accrued 
interest are repayable in the currencies lent. 

It is the policy of the F S O to place in nonaccrual sta
tus 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. O n the date that a member's loan is placed in 
nonaccrual status, all loans to that member country are also 
placed in nonaccrual status. W h e n 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. 
O n 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. Except for the debt relief loan write-offs 
resulting from the implementation of the Heavily Indebted 
Poor Countries (HIPC) Initiative discussed in Note M , the 
F S O 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 recording 
loans at the full-face amount of the borrowers' outstanding 

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 
Recognit ion: Under United States GAAP, contribution quo
tas 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 ot the member country's commit
ment, management has elected to report contribution quotas 
under a special accounting basis that provides for the record
ing of member's contribution quotas, for each F S O replenish
ment, 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 sub
scription and encashment schedule. The actual subscription and 
payment of receivables when they become due from certain 
members is conditional upon the respective member's bud
getary appropriation processes. Contribution quotas are settled 
through payment of cash or non-negotiable, non-interest bear
ing 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 replenishment resolution. 

Valuation: T h e Agreement provides that the F S O 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 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 S D R has a value 
equal to the sum of the values of specific amounts of stated 
currencies, including the United States dollar. Pending a deci
sion 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 
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 S D R on December 31 , 
1998, the financial position and the results of operations of 
the F S O would not have been materially affected. 
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Maintenance of value 
In accordance with the Agreement, each member is required 
to maintain the value of its currency held in the F S O to the 
extent established by the terms for the respective increases in 
contribution 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. T h e 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 
holdings derived from the 1983, 1990 and 1995 increases in 
contribution 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. 

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 1998, such expenses 
were charged 19.8% to the FSO and 80.2% to the Ordinary 
Capital (1997—25.2% and 74.8%, respectively). 

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 at the time of approval. 

Cancellations of undisbursed balances and recupera
tions of contingently recoverable financings 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: 

Cash: The carrying amount reported in the Special Purpose 
Statement of Assets, Liabilities and Fund Balance for cash 
approximates fair value. 

Inves tments : 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 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 F S O is accrued 
at fixed rates. For all loans and related commitments, the F S O 
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 
As of December 31 , 1998, cash includes $1,127,081,000 
(1997—$1,167,518,000) in the non-convertible currencies of 
regional borrowing members, of which $188,383,000 (1997— 
$180,433,000) 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 ter
ritory. 

Note D - Investments 
As part of its overall portfolio management strategy, the Bank 
invests FSO resources in government, agency and bank oblig
ations, and time deposits. The Bank limits F S O activities of 
investing in securities to a list of authorized dealers and coun
terparties. Strict credit limits have been established for each 
counterparty. 

Gove rnmen t and agency obligations: These obligations 
include matketable 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 
government of the member country whose currency is being 
invested, (ii) obligations issued or unconditionally guaranteed 
by an agency or instrumentality of a government of a member 
country or any other official entity with credit quality equiva
lent to a AA or better rating, (iii) obligations of multilateral 
organizations with credit quality equivalent to a A A A rating, 
and (iv) non-local currency obligations of or guaranteed by 
member governments with credit quality equivalent to a A A 
or better rating. 

Bank obligations and t ime deposits: These obligations 
include 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 
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obligations if the entity issuing or guaranteeing them has 
senior debt securities ratings of at least A. 

Trad ing portfolio: A summary of the FSO's position in trad
ing portfolio securities at December 31 , 1998 and 1997 is 
shown in the Summary Statement of Investments in Appen
dix I I - l . 

Net unrealized gains on trading securities, held at 
December 31 , 1998, of $84,000 (1997—$351,000) were 
included in income from investments. T h e average return on 
investments in the trading portfolio, including realized and 
unrealized gains and losses, during 1998 and 1997 was 5.73% 
and 5.27%, respectively. 

Note E - Loans Outstanding 
Approved loans are disbursed to borrowers in accordance with 
the requirements of the project being financed; however, dis
bursements do not begin until the borrower and guarantor, if 
any, take certain actions and furnish certain documents to 
the Bank. O f the undisbursed balances, the Bank has entered 
into irrevocable commitments to disburse approximately 
$1,403,000 at December 31 , 1998. The loans outstanding of 
the F S O are shown in the Summary Statement of Loans in 
Appendix II-2. 

The Board of Executive Directors has authorized par
ticipations by the S P T F in the United States dollar or local 
currency portions of loans made from the F S O provided that, 
with respect to such loans, the provisions of the S P T F Agree
ment have in substance been complied with as fully as if the 
loans had been made initially from the SPTF. 

Dur ing 1998 and 1997, there were no countries in 
nonaccrual status in the FSO. 

T h e average maturity and the average interest rate for 
loans outstanding at December 31,1998 and 1997, were 13.09 
years and 13.07 years, respectively, and 1.79% and 1.80%, 
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 Ordi
nary Capital for each member country form the basis of deci
sion making concerning the operations of the FSO. 

Increase in contribution quotas 
O n July 31 , 1995, the Board of Governors of the Bank 
approved the Eighth General Increase in the Resources of the 
Bank which provided for, subject to the member countries' 
subscriptions, an increase in the authorized contribution quo
tas for the FSO of approximately $1,000,000,000. Subscrip
tions under this increase are due in ten annual installments 
with the first of these installments effective August 1995. 

T h e following table summarizes the changes in contri
bution quotas authorized and subscribed for the years ended 
December 31, 1998 and 1997 (in thousands): 

Contribution 
quotas authorized 

and subscribed 

Balance at January 1, 1997 
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 
Contribution by Canada -

Trust Fund collections 
Translation adjustment of contributions 

approved in 1983, 1990 and 1995 
due to exchange rate fluctuations 

Balance at Decembet 31, 1998 

$9,679,400 

7,968 

(115,811) 

9,571,557 

1,212 

69,808 

$9,642,577 

As of December 31 , 1998, the cumulative decrease in 
the United States dollar equivalents of contribution quotas 
because of exchange rate fluctuations was $134,557,000 
(1997—cumulative decrease of $204,365,000). 

T h e composition of the receivable from members as of 
December 31 , 1998 and 1997 is as follows (in thousands): 

Amount 

Receivable from members 

Regional developing members . 
United States 
Canada 
Non-regional members 
Unallocated 

1998 1997 

905,606 
49,404 
13,249 

650,079 
136,000 

959,203 
111,453 

19,056 
643,111 
136,000 

Total $1,754,338 $1,868,823 

During 1996, the Bank reached an agreement adjusting 
the receivable from one of its members. The agreement 
resulted in the F S O recognizing an increase in non-
negotiable, non-interest bearing demand obligations of 
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$45,063,000 in 1996 and $3,060,000 in 1998 from a regional 
developing member and a corresponding decrease in cash and 
investments. 

Up to $136,000,000 of unallocated special contribu
tions corresponding to an increase in the F S O are to be paid 
by contributions from members. Any unpaid portion as of 
January 1, 2000 will be paid to the F S O 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 
O n 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 F S O 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. O n 
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, 
included on the Special Purpose Statement of Assets, Liabil
ities and Fund Balance as a component of receivable from 
members, 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. These 
amounts include $5,387,000 (1997-85,387,000) 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 F S O is to be added to 
the general reserve. 

In 1998 and 1997, the Board of Governors allocated 
the equivalent of $34,500,000 and $15,500,000, respectively, 
in convertible currencies from the general reserve of the F S O 
to the IFF for the purpose of subsidizing part of the interest 
for which certain borrowers are liable on loans from the Ordi
nary Capital. 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 on an annual basis from 1998 through 2002 
and $30,000,000 from 2003 through 2011, from the general 
reserve of the F S O to the IFF, subject to adjustment by the 
Board of Governors. In addition, as part of the implementa
tion of the H I P C Initiative discussed in Note M , the F S O is 
to make annual transfers in convertible currencies from its 
general reserve to the IFF in the equivalent of $11,000,000 
during the period 1998 to 2009 and $6,000,000 in 2010. 

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 paragraph 
after setting aside the lesser of the remaining income over 
expenses or $30,000,000 per annum of convertible currency 
technical cooperation expense. In 1998 and 1997 there was no 
residual income available in convertible currencies for transfer 
to the IFF. 

Note I - Accumulated Translation Adjustments 
The following is a summary of changes in the accumulated 
translation adjustments for the years ended December 31 , 
1998 and 1997 (in thousands): 

Assets 
.nul 

liabilities 

Contribution 
quotas 

authorized and 
subscribed Total 

Balance at January 1, 1997 S (89,758) 
Translation adjustments (126,497) 

Balance at December 31, 1997 .. (216,255) 
Translation adjustments 71,581 

Balance at December 31, 1998.. 1(144,674) $134,557 $(10,117) 

$ 88,554 
115,811 
204,365 
(69,808) 

$ (1,204) 
(10,686) 

(11,890) 
1,773 

Note J - Administrative Expenses 
Pursuant to the policy described in Note B, the F S O shares in 
all of the expenses incurred by the Bank in the Ordinary Cap
ital including those related to the pension and postretirement 
benefit plans. 
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Note K - Undisbursed Technical Cooperation Projects and 
Other Financings 
T h e following is a summary of changes in undisbursed tech
nical cooperation projects and other financings for the years 
ended December 31 , 1998 and 1997 (in thousands): 

1998 

Balance at January 1, $237,962 
Approvals 63,748 
Cancellations (2,503) 
Disbursements (77,025) 

Balance at December 31, $222,182 $237,962 

1997 
5238,153 

88,267 
(5,953) 

(82,505) 

Note L - Reconciliation of Excess of Expenses Over 
Income to Ne t 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 Pur
pose Statement of Cash Flows, is as follows (in thousands): 

Years ended December 31, 
1998 1997 

$(4,011) 

(1,271) 

(2,181) 
266 

(556) 

28 
(529) 
160 

11,228 

(292) 

Excess of expenses over income $(141,852) 
Difference between amounts accrued 

and amounts paid or collected for: 
Loan income 
Income from held-to-maturity 

investments 
Income from trading investments 
Net unrealized loss on investments 
Administrative expenses (13,123) 
Technical cooperation and 

other financings (15,780) 
Loan write-offs 177,410 — 
Net cash provided by operating activities $ 3,469 $ 6,028 

Supplemental disclosure of noncash activities 
Increase (decrease) resulting from exchange 

rate fluctuations: 
Loans outstanding $10,955 $ (22,754) 
Receivable from members 55,249 (83,854) 
Contribution quotas authorized 

and subscribed 69,808 (115,811) 

Note M - Heavily Indebted Poor Countries 
(HIPC) Initiative 
The Bank has agreed to participate in the H I P C Initiative 
endorsed by the World Bank and the International Monetary 
Fund for addressing the debt problems of a group of coun
tries identified 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 H I P C Ini
tiative, all bilateral and multilateral creditors are to provide 
debt relief for countries that demonstrate good policy perfor
mance over an extended period in order to bring their debt 
service burdens to sustainable levels. 

During 1998, the Bank approved an implementation 
plan for its participation in debt relief programs for Bolivia 
and Guyana. Under this plan, the Board of Executive Direc
tors approved the write-off of certain FSO loans to Bolivia 
and Guyana. In 1998, the F S O recognized, as an expense, 
loan write-offs approved in the amount of $177.4 million. As 
part of the same plan, the I F F will increase interest subsidy 
payments during the period 1998 to 2015 on Ordinary Cap
ital loans by $126.9 million. In order to fund these additional 
interest subsidy payments from the IFF, the F S O will trans
fer the equivalent of $138 million in convertible currencies 
during the period 1998 to 2010 from its general reserve to the 
IFF. 

Currently, a process is ongoing to assess the possibility 
of making Honduras eligible for H I P C , as well as accelerat
ing Nicaragua's eligibility. 

Note N - T h e 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 programs 
do not consider the impact of the upcoming change in the cen
tury and, if not corrected, the affected computer applications 
could fail or create erroneous results by or at the year 2000. As 
ot December 31,1998, the Bank has assessed the impact of the 
Year 2000 issue on its computer systems and is in the process 
of remediation of the affected hardware and software. 

Note O - Euro Conversion 
O n January 1, 1999, eleven member states of the European 
Union adopted a common currency, the "euro". At that time 
the participating countries established irrevocable conversion 
rates between their existing sovereign currencies (the "legacy 
currencies") and the euro. Following the introduction of the 
euro, the legacy currencies remain legal tender in the partici
pating countries as denominations of the euro between Janu
ary 1, 1999 and December 31, 2001 (the "transition period"). 

As of December 31 , 1998, the Bank has assessed the 
impact of the euro conversion on its operations and has deter
mined that it will not have a material effect on its business or 
financial condition. The Bank will use both legacy and euro 
currencies in its operations during the transition period. A full 
conversion to the euro will be made by December 31 , 2001. 
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SUMMARY STATEMENT OF INVESTMENTS — NOTE D 
December 31,1998 and 1997 
Expressed in thousands of United States dollars 

1WK 1997 

Investment Portfolic 
Obligations of governments. 
Time deposits 

Market 
value 

$ 14,738 
411,262 

$426,000 

Gross 
unrealized 

gains 

$40 
44 

$84 

Gross 
unrealized 

losses 
Market 
value 

$115,061 
384,550 

$499,611 

Gross 
unrealized 

gains 
$318 

33 
$351 

Gross 
unrealized 

losses 

$ — 

The above instruments have a final maturity of less than one year at both December 31, 1998 and 1997. 

The freely convertible currencies of the above investments are as follows: 

Currencies 

Austrian schillings 
Belgian francs 
British pounds sterling. 
Canadian dollars 
Danish kroner 
Finnish markka 
French francs 
German marks 
Italian lire 

1998 

$ 2,032 
1,036 

95,589 
4,794 

688 
446 

5,733 
2,856 

48,853 

1997 

I 980 
2,051 

92,268 
25,178 

1,216 
405 

22,699 
14,708 
36,604 

C urrencies 

Japanese yen 
Netherlands guilders 
Norwegian kroner 
Portuguese escudos .. 
Spanish pesetas 
Swedish kronor 
Swiss francs 
United States dollars 

1998 
$ 9,944 

2,823 
1,629 
357 

5,101 
2,675 
1,916 

239,528 
$426,000 

1997 
$ 12,709 

4,346 
1,401 

43,718 
1,135 

240,193 
$499,611 
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A P P E N D I X II -2 

SUMMARY STATEMENT OF LOANS — NOTE E 
December 31,1998 and 1997 
Expressed in thousands of United States dollars 

Loans 
approved, 

less 
cancellations 

Argentina $ 650,605 

Member in whose 
territory loans have 
been made 

Barbados 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Dominican Repub l i c 
Ecuador 
El Salvador 
Guatemala 
Guyana 
Haiti 
Honduras 
Jamaica 
Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 
Suriname  
Trinidad and Tobago . 
Uruguay 
Venezuela 
Regional 

40,715 
1,496,621 
1,559,464 

202,975 
759,684 
346,209 
707,951 
934,534 
740,701 
617,506 
503,913 
752,925 

1,292,305 
161,574 
558,986 

1,132,658 
281,759 
580,997 
418,528 

2,271 
31,222 

103,917 
101,393 
200,037 

Principal 
collected 

S 371,863 
17,550 

245,932 
946,088 
180,770 
434,511 
182,975 
207,593 
230,192 
133,394 
168,441 
30,482 
75,315 

192,901 
77,574 

498,246 
124,694 
155,582 
186,996 
265,474 

236 
16,602 
59,097 
79,956 

117,343 

Loans sold 
and other 

adjustments Undisbursed 

102,085" 
33,548 

7,298 
7,000 
2,954 

17,743 
13,084 

9,750 
10,096 

400 
2,821 

18,185 

1,947 
19,907 
12,878 

862 
12,588 

2,084 
21,437 

402,209 
78,663 

44,267 

34,637 
65,195 

9,377 
63,746 

201,593 
312,791 
313,764 

341,990 
1,967 

22,591 

275 
1,410 

7,000 

Outstanding 
1998 

$ 25,657 $ 50,190 $ 202,895 
23,165 

746,395 
501,165 

14,907 
273,906 
160,280 
447,978 
626,063 
588,180 
375,223 
271.438'21 

361,998 
767,455 

84,000 
58,793 

646,067 
111,332 
370,548 
140,466 

1,760 
13,210 
42,736 

75,694 

Currency in which 
outstanding portion of 

approved loans is 
collectible 

Freely 
convertible Other 
currencies currencies 

$ 2,820 $ 200,075 
22,926 239 
682,113 64,282 

139 501,026 
6,388 8,519 

108,488 165,418 
146,097 14,183 
419,240 28,738 
591,939 34,124 
559,538 28,642 
333,866 41,357 
269,453-" 1,985 
344,752 17,246 
717,318 50,137 
70,622 13,378 
3,825 54,968 

612,829 33,238 
93,101 18,231 

332,512 38,036 
71,606 68,860 

1,760 
385 12,825 

22,399 20,337 

66,150 9,544 

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 

Total 1998 $14,179,450 $4,999,807 $322,324" $1,951,665 $6,905,654>2> $5>478,506,2' $1,427,148 

Total 1997 $13,488,167 $4,720,317 $228,844 $1,805,042 $5,319,714 $1,414,250 $6,733,964 

"Includes loans to Bolivia written off as part of the H I P C Initiative amounting to $98,268. 

'-"Includes loans to Guyana amounting to $79,142 which have been approved for write off by the Board of Executive Directors ; 
H I P C Initiative, but which have not fully met the conditions for debt relief. 

part of the 

T h e freely conver t ible currencies in w h i c h the o u t s t a n d i n g po r t i on of approved loans is collectible are as follows: 

Currenc ies 199S 

Aus t r i an schill ings 

Belgian francs 

Br i t i sh p o u n d s s ter l ing. 

C a n a d i a n dollars 

D a n i s h k roner 

F i n n i s h m a r k k a 

F rench francs 

G e r m a n marks 

I ta l ian lire 

$ 2 2 , 4 1 1 

59 ,508 

89 ,027 

347 ,765 

2 6 , 3 5 4 

16,965 

145 ,273 

151,702 

70 ,254 

1997 

$ 2 1 , 4 6 6 

57 ,101 

88 ,220 

3 2 9 , 5 4 8 

2 3 , 8 2 3 

16 ,601 

134 ,652 

143 ,484 

65 ,623 

C urrencies 

Japanese yen 

N e t h e r l a n d s gui lders . 

N o r w e g i a n kroner 

Por tuguese escudos . . . . 

Span i sh pesetas 

Swed i sh k ronor 

Swiss francs 

U n i t e d States do l l a r s . 

Venezue lan bol ivars . . . 

1998 
I 166,993 

31,952 
19,491 
10,292 

165,150 
39,314 
43,641 

4,038,647 
33,767 

1997 
$ 165,973 

32,503 
18,748 
10,425 

152,429 
39,726 
44,619 

3,937,941 
36,832 

$5,478,506 $5,319,714 
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STATEMENT OF CONTRIBUTION QUOTAS — NOTES F AND G 
December 31,1998 and 1997 
Expressed in thousands of United States dollars 

Contribution quotas authorized and subscribed 
Subject to maintenance ot value 

Members 
Argentina 
Austria 
Bahamas 
Barbados 
Belgium 
Belize 
Bolivia 
Brazil 
Canada 
Chile 
Colombia 
Costa Rica 
Croatia 
Denmark 
Dominican Republii 
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 
Total before unallocated amount 
Unallocated (see Notes F and G) 

Total 1998 

Total 1997 

Before 
adjustments 
$ 402,819 

10,955 
8,800 
1,403 

27,098 

32,535 
402,819 
217,166 
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 

7,210,473 
5,447 

$7,215,920 

$7,214,708 

Adjustments 
$ 29,239 

Not subject to 
maintenance 

of value 

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 

S 56,636 
8,301 
1,470 

201 
17,052 
7,412 
5,282 

64,743 
56,758 
18,193 
18,193 
2,608 
2,489 
8,803 
3,542 
3,541 
2,608 
7,709 

93,645 
97,979 

3,541 
1,134 
2,608 
2,608 
7,591 

82,831 
3,542 

433,382 
45,321 
17,491 
2,600 
7,536 
2,608 
2,608 
8,960 
2,463 
1,510 

81,055 
867 

14,423 
29,995 
2,608 

41,537 
454,608 

7,089 
45,321 

1,783,002 
139,032 

$1,922,034 

$1,852,226 

Total 1998 
$ 488,694 

19,256 
10,270 
1,646 

44,150 
7,412 

47,319 
529,316 
286,501 
152,198 
149,364 
22,641 

5,610 
20,495 
32,604 
29,413 
20,697 
18,664 

227,041 
234,671 

31,574 
8,114 

21,139 
25,392 
18,385 

216,227 
27,997 

582,207 
319,611 

37,752 
23,409 
19,228 
24,694 
27,327 
77,255 

7,457 
3,305 

214,451 
6,147 

38,152 
59,747 
20,269 

174,933 
4,798,182 

54,305 
307,490 

9,492,711 
149,866 

$9,642,577 

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 

1998 
Contribution quotas 

receivable from 
members 
S 586 

1,407 
14 
2 

2,539 
5 

680 
2,587 

'16 

1,540 
37 
37 
14 

1,541 
8,171 
15,968 

19 
12 
27 
14 

1,363 
46,568 

37 
120,765 
6,195 
3,339 

14 
1,427 

27 

491 

15,486 
150 

2,830 
4,672 

27 
187 

21,152 
74 

260,100 
137,451 
$397,551 
$526,833 

'"Includes 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 F INANCING 
FACILITY A C C O U N T 

REPORT OF I N D E P E N D E N T PUBLIC ACCOUNTANTS 

Board of Governors 
Inter-American Development Bank 

We have audited the accompanying balance sheet of the Inter-American Development Bank—Intermediate Financing 
Facility Account as of December 31, 1998 and 1997, 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 state
ments. An audit also includes assessing the accounting principles used and significant estimates made by management, 
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, 1998 and 1997, 
and the results of its operations for the years then ended in conformity with generally accepted accounting principles. 

L-X¿z¿t~^ (CUJU^¡^^ LL/> 

Washington, D.C. 
February 10, 1999 
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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 3 I , 

1998 

$ 747 
286,537 $287,284 

133 

$287,417 

1997 

$ 1,221 
269,700 $270,921 

400 

$271,321 

LIABILITIES A N D F U N D BALANCE 

Liabilities 
Accounts payable and accrued expenses.... 

Fund balance 
Accumulated translation adjustments.. 
Other changes in fund balance 

$ 42,789 
242,844 

Total liabilities and fund balance. 

$ 1,784 

285,633 

$287,417 

5 31,396 
239,748 

$ 177 

271,144 

$271,321 

STATEMENT OF CHANGES IN FUND BALANCE 
Expressed in thousands of United States dollars 

Years ended December 31 , 

Addi t ions 
Allocations from Fund for Special Operations. 
Income from investments 

Total additions 

Deductions 

Interest paid on behalf of Ordinary Capital borrowers 

Increase (decrease) for the year. 

Translation adjustments 

Increase (decrease) for the year, after translation adjustments. 

Fund balance, beginning of year 

Fund balance, end of year 

1998 

$ 34,500 
9,989 

44,489 

41,393 

3,096 

11,393 

14,489 

271,144 

$285,633 

1997 

$ 15,500 
9,544 

25,044 

37,068 

(12,024) 

(18,811) 

(30,835) 

301,979 

$271,144 

The accompanying notes are an integral part of these financial statements 
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NOTES TO FINANCIAL STATEMENTS 
December 31,1998 and 1997 

Note A - Origin 
The Inter-American Development Bank (Bank) is an inter
national organization which was established in December 
1959. The principal purpose of the Bank is to promote eco
nomic 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 estab
lished 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. T h e IFF receives annual allocations from the FSO, 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 
T h e 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 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 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 state
ments. 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 port
folio carried at market value, with interest and realized and 
unrealized gains and losses included in income from invest
ments in the Statement of Changes in Fund Balance. 

Administrative expenses 
Administrative expenses of the I F F 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 
I F F in estimating its fair value disclosures for financial instru
ments: 

Cash: The carrying amount reported in the Balance Sheet for 
cash approximates fair value. 

Inves tments : 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 I F F resources in government, agency and bank oblig
ations and time deposits. The Bank limits I F F activities of 
investing in securities to a list of authorized dealers and coun
terparties. Strict credit limits have been established for each 
counterparty. 

Governmen t 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 
government of the member country whose currency is being 
invested, (ii) obligations issued or unconditionally guaranteed 
by an agency or instrumentality of a government of a member 
country or any other official entity with credit quality equiva
lent to a AA or better rating, (iii) obligations of multilateral 
organizations with credit quality equivalent to a A A A rating, 



196 

INTERMEDIATE FINANCING FACILITY ACCOUNT 
INTER-AMERICAN DEVELOPMENT B7VNK 

NOTES T O F I N A N C I A L STATEMENTS (continued) 
December 31,1998 and 1997 

and (iv) non-local currency obligations of or guaranteed by 
member governments with credit quality equivalent to a AA 
or better rating. 

T i m e 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 I I I - l . Net unrealized 
gains on trading securities, held at December 31 , 1998, of 
$5,000 (1997—$201,000) were included in income from 
investments. The average return on investments during 1998 
and 1997, including realized and unrealized gains and losses, 
was 3.70% and 3.39%, respectively. 

Note D - Fund Contributions 
The I F F is funded primarily through transfers from the FSO. 
The I F F 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 F S O 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 and 
$23,500,000 for 1998, in convertible currencies, were made 
from the general reserve of the F S O to the IFF. In addition, 
the equivalent of $23,500,000 in convertible currencies is to 
be allocated on an annual basis from 1999 through 2002 and 
$30,000,000 from 2003 through 2011 from the general 
reserve of the F S O to the IFF. These amounts are subject to 
approval by the Board of Governors and to adjustment for 
appropriate reasons related to the availability of funding for 
the IFF. 

The Bank has approved an implementation plan for its 
participation in debt relief programs for Bolivia and Guyana 
under the Heavily Indebted Poor Countries (HIPC) Initiative 
endorsed by the World Bank and the International Monetary 
Fund. Under this plan, the I F F will increase interest subsidy 
payments during the period 1998 to 2015 on Ordinary 
Capital loans by $126.9 million. In order to fund these addi
tional interest subsidy payments, the F S O will make addi
tional annual transfers of the equivalent of $11,000,000 in 
convertible currencies during the period 1998 to 2009 and 
$6,000,000 in 2010 from its general reserve to the IFF. 

The agreement for the Eighth General Increase in the 
Resources of the Bank approved in 1995, contemplates the 
transfer from the FSO to the IFF, commencing with 1997, of 
all F S O excess of income over expenses in convertible curren
cies, less the annual general reserve allocations described in 
the previous paragraphs, after setting aside the lesser of the 
remaining income over expenses or $30,000,000 per annum of 
convertible currency technical cooperation expense. In 1998 
and 1997 there was no residual income available in convert
ible currencies for transfer to the IFF. 

Note E - Translation Adjustments 
As indicated in Note B, the adjustments resulting from the 
translation of assets and liabilities denominated in currencies 
other 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, 
1998 1997 

Cumulative adjustments, 
beginning of year $31,396 $50,207 

Translation adjustments 
for the year 11,393 (18,811) 

Cumulative adjustments, 
end of year $42,789 $ 31,396 
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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, 1998, the amounts disbursed and outstanding 
and undisbursed, classified bv country, under loans on which the 
IFF would pay part of the interest are as follows (in thousands): 

Country 

Bahamas 
Barbados 
Bolivia 
Costa Rica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 
Guyana 
Honduras 
Jamaica 
Nicaragua 
Panama 
Paraguay 
Suriname  
Trinidad and Tobago 
Uruguay 
Regional 

$ 3,496 
19,194 

543 
44,596 

220,823 
186,091 
94,977 

198,941 

113,219 
4,301 

44,398 
149,752 

30,100 
38,519 

4,729 
6,286 

$1,759,949 $1,159,965 

T h e rate of I F F subsidy of interest due from certain 
borrowers on Ordinary Capital loans is set twice annually by 
the Board of Executive Directors. The amount of subsidy of 
the lending rate of IFF subsidized loans can be no more than 
5% of eligible loans outstanding, subject to the effective rate 
paid by the borrowers being at least 1.5% above the convert
ible currency FSO average interest rate. For certain loans with 
increased subsidy under the H I P C Initiative implementation 
plan, the effective rate paid by the borrowers can be as low as 
the convertible currency FSO average interest rate. Over 
time, the I F F intends to distribute all of its fund balance to 
subsidize part of the interest payments for which certain 
Ordinary Capital borrowers are liable. 

Disbursed 
and 

outstanding 
$ 25,947 

52,815 
432,481 
131,546 

34,709 
48,962 

103,076 
121,175 
27,325 

9,084 
184,515 
142,407 

94,947 
59,230 

8,606 
114,241 
120,209 

48,674 

Undisbursed 

Note G - T h e 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, 1998, the Bank has assessed the 
impact of the Year 2000 issue on its computer systems and is 
in the process of remediation of the affected hardware and 
software. 

Note H - Euro Conversion 
O n January 1, 1999, eleven member states of the European 
Union adopted a common currency, the "euro". At that time, 
the participating countries established irrevocable conversion 
rates between their existing sovereign currencies (the "legacy 
currencies") and the euro. Following the introduction of the 
euro, the legacy currencies remain legal tender in the partici
pating countries as denominations of the euro between 
January 1, 1999 and December 31, 2001 (the "transition 
period"). 

As of December 31 , 1998, the Bank has assessed the 
impact of the euro conversion on its operations and has deter
mined that it will not have a material effect on its business or 
financial condition. The Bank will use both legacy and euro 
currencies in its operations during the transition period. A 
full conversion to the euro will be made by December 31 , 
2001. 
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APPENDLX III-l 

SUMMARY STATEMENT OF INVESTMENTS — NOTE C 
December 31,1998 and 1997 
Expressed in thousands of United States dollars 

1998 1997 

Investments 
Obligations of the United States 

Government and its 
corporations and agencies 

Obligations of other governments 
Time deposits 

Market 
value 

560 
285,977 

$286,537 

Gross 
unrealized 

gains 

Í 5 

Gross 
unrealized 

losses 

$ — 

Gross 
Market unrealized 
value gains 

I 64,984 
45,927 

15S.789 
$269,700 

$183 
10 
8 

$201 

Gross 
unrealized 

losses 

$ — 

The above securities have contractual maturities of one year or less at both December 31, 1998 and 1997. 

The freely convertible currencies of the above investments are as follows: 

currencies 1998 

Canadian dollars 
German marks ... 
Japanese yen 

1997 Currencies 1998 
$ 560 $ — 
15,435 15,600 
66,527 61,736 

Netherlands guilders . 
Swiss francs 
United States dollars . 

1997 
$ 6,582 $ 5,514 

36,140 41,592 
161,293 145,258 

$286,537 $269,700 



SOCIAL PROGRESS 
TRUST FUND 

REPORT OF I N D E P E N D E N T 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, 1998 and 1997, 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 state
ments. An audit also includes assessing the accounting principles used and significant estimates made by management, 
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, 1998 and 1997, and the results 
of its operations and its cash flows for the years then ended in conformity with generally accepted accounting principles. 

6L^Cu £L*JUS*L+^ /_ijt 

Washington, D.C. 
February 10, 1999 
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BALANCE SHEET 
Expressed in thousands of United States dollars 

December 3 I, 

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 

Other assets.. 

1998 

$ 683 
6,102 

62,878 

26,021 

(1,778) 

231 
36 

2 

$ 6,785 

Total assets.. 

87,121 

269 

57 

$94,232 

1997 

$ 266 
5,900 

68,773 

27,664 

(3,035) 

280 
67 

1 

$ 6,166 

93,402 

348 

$99,916 

LIABILITIES A N D F U N D 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 

$ 28 

2,081 

525,000 
(210,777) 

(222,100) 

$ 2,109 

Total liabilities and fund balance 

92,123 

$94,232 

$ 13 

3,396 

525,000 
(213,832) 

(214,661) 

$ 3,409 

96,507 

$99,916 

The accompanying notes are an integral part of these financial statements 



FINANCIAL STATEMENTS 201 

SOCIAL PROGRESS TRUST FUND 
ADMINISTERED BYTHE INTER-AMERICAN DEVELOPMENT BANK 

STATEMENT OF INCOME AND EXPENSES 
Expressed in thousands of United States dollars 

Years ended December 31 , 

Income 
Participations .... 
Loans 
Investments 

Other income.... 

Total income 

Expenses 
Administrative expenses 

Direct expenses 
Indirect and overhead expenses charged by Administrator. 

Total administrative expenses 
Credit for loan losses 
Translation adjustments 

Total expenses 

Income before technical cooperation expense 
Technical cooperation expense 

Net income 

Accumulated excess of expenses over income, beginning of year 

Accumulated excess of expenses over income, end of year 

1998 

852 
373 
324 

2 

1,551 

26 
31 

57 
(1,257) 

72 

(1,128) 

2,679 
(376) 

3,055 

(213,832) 

$(210,777) 

1997 

1,000 
397 
324 

1,721 

15 

24 

39 

1,682 
(794) 

2,476 

(216,308) 

$(213,832) 

The accompanying notes are an integral part of these financial statements 



202 

SOCLAL PROGRESS TRUST FUND 
ADMINISTERED BY THE INTER-AMERICAN DEVELOPMENT BANK 

STATEMENT OF CASH FLOWS 
Expressed in thousands of United States dollars 

Years ended December 3 I, 
1998 1997 

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 provided by (used in) operating activities 

Refunded to the United States Government 

Effect of exchange rate fluctuations on cash 

Net increase (decrease) in cash and investments 

Cash and investments, beginning of year 

Cash and investments, end of year 

$ 1,643 
(3,370) 
9,265 
7,538 

404 
901 
323 

(102) 
(936) 

2 

592 

(7,439) 

(72) 

619 

6,166 

$ 6,785 

$ 1,514 
(4,494) 
11,003 
8,023 

402 
1,110 

325 
(76) 

(2,409) 
(70) 

(718) 

(8,040) 

(24) 

(759) 

6,925 

S 6,166 

The accompanying notes are an integral part of these financial statements 
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NOTES TO FINANCIAL STATEMENTS 
December 31,1998 and 1997 

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 S P T F was established by 
the Government of the United States to provide capital 
resources and technical assistance on flexible terms and con
ditions 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 
sanitation facilities, and financing facilities for social develop
ment education. 

Pursuant to the original Agreement, the Bank charges 
the S P T F for salary costs of certain of its professional staff, 
other direct expenses and the SPTF's share of allowable over
head expenses. Dur ing 1998, the Government of the United 
States and the Bank agreed to final overhead rates of $3.82 
per $1.00 of direct salary costs for 1997 and to use a provi
sional rate of $3.82 per $1.00 for 1998. 

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 genetally 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 S P T F in various currencies. The United States dollar is 
the functional currency of the SPTF. Assets and liabilities in 
currencies 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 
portfolio carried at market value, with interest and realized 
and unrealized gains and losses included in income from 
investments in the Statement of Income and Expenses. 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 S P T F has made loans to developing members of the 
Bank, agencies or political subdivisions of such members, or 
to private enterprises located in their territories. For all 
instances of loans to borrowers other than national govern
ments, central banks, or other governmental or inter-govern
mental entities, the Bank, as Administrator, has received 
guarantees from the national governments. 

The Bank, as Administrator, has a policy of not 
rescheduling loan repayments. The S P T F 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 or 
credits for loan and participation losses in accordance 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. O n the date that a loan is placed in nonaccrual 
status, all loans to that country are also placed in nonaccrual 
status. W h e n 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. O n 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 S P T F 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 
Agreement have, in substance, been complied with as fully as 
if the loans had been made initially from the SPTF. 
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N O T E S T O F I N A N C I A L S T A T E M E N T S (continued) 
December 31,1998 and 1997 

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 coopera
tion expense at the time of approval. Cancellations of un
disbursed balances and recuperations of contingently 
recoverable financings are recognized as an offset to technical 
cooperation expense in the period in which they occur. There 
was no new technical cooperation charged to the S P T F dur
ing 1998 and 1997. During 1998, cancellations amounted 
to $95,000 (1997—$414,000), recuperations amounted to 
$281,000 (1997—$380,000) and disbursements totaled 
$1,220,000 (1997—$2,790,000). 

Fair values of financial instruments 
The following methods and assumptions were used by the 
Bank, as 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 part icipat ions: The S P T F 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 practicable to estimate a fair value for the SPTF's hold
ings of loans and participations. 

Note C - Investments 
As part of its overall portfolio management strategy, the Bank 
invests S P T F resources only in United States Government 
and agency obligations and time deposits. The Bank limits 
S P T F activities of investing in securities to a list of authorized 
dealers and counterparties. Strict credit limits have been 
established for each counterparty. 

Investment securities of the S P T F consist of time 
deposits held in the trading portfolio and are carried at mar
ket value in the amount of $6,102,000 at December 31 , 1998 
(1997—$5,900,000). These securities are in United States 
dollars and have contractual maturities of less than one year at 

December 31 , 1998 and 1997. The average return on invest
ments, including realized and unrealized gains and losses, dur
ing 1998 and 1997 was 5.60% and 5.69%, respectively. 

Note D - Participations in Loans Made from the Fund 
for Special Operations 
The Board of Executive Directors has authorized the use of 
S P T F resources to purchase participations in loans made from 
the F S O provided that, with respect to such loans, the provi
sions of the Agreement have, in substance, been complied 
with as fully as if the loans had been made initially 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 bor
rower in accordance with the Agreement Establishing the 
Bank, the value of the S P T F resources invested in FSO par
ticipations has been substantially maintained. T h e composi
tion of the amounts outstanding by country, resulting from 
participations in loans of the FSO as of December 31 , 1998 
and 1997, is as follows (in thousands): 

Outstanding 
Participations 

Country 1998 
; 736 

3,070 
4,149 

82 

Argentina 
Bolivia 
Brazil 
Costa Rica 
Dominican Republic 12,491 

5,521 
3,912 
6,726 

400 
845 

9,673 
7,633 
4,789 

500 
2,329 

22 

Ecuador 
El Salvador 
Guatemala.. 
Guyana 
Haiti 
Honduras.... 
Nicaragua.... 
Panama 
Paraguay .... 
Peru 
Uruguay 
Venezuela.... 

Total $62,878 

1997 

ï 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 

568,773 

Note E - Loans Outstanding 
Approved loans are disbursed to borrowers in accordance with 
the requirements of the project being financed; however, dis-
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N O T E S T O F I N A N C I A L S T A T E M E N T S (continued) 
December 31, 1998 and 1997 

bursements do not begin until the borrower and guarantor, it 
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 mav 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. T h e loans outstanding 
of the S P T F are shown in the Summary Statement of Loans 
in Appendix I V- l . 

During 1998 and 1997, there were no countries in 
nonaccrual status in the SPTF. 

The average maturity on loans outstanding at 
December 31 , 1998 and 1997 was 9.56 years and 9.99 years, 
respectively. The average interest rate for loans outstanding 
was 1.37% and 1.38% as of December 31 , 1998 and 1997, 
respectively. 

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 $222,100,000 of the 
assets of the S P T F during the years 1980 through 1998 
(1998—$7,439,000; 1997—$8,040,000) for use in financing 
social development projects of the Inter-American 
Foundation. 

O n August 9, 1995, the Agreement was amended 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 S P T F loans and participations in 
FSO loans. 

Note G - Reconciliation of Net Income to Net Cash 
Provided by (Used in) Operating Activities 
A reconciliation of net income to net cash provided by (used 
in) operating activities, as shown in the Statement of Cash 
Flows, is as follows (in thousands): 

Years ended December 31, 
1998 1997 

Net income $3,055 t 2,476 
Difference between amounts accrued 

and amounts paid or collected tor: 
Loan income 31 5 
Participation income 49 111 
Investment income (1) 
Administrative expenses (42) (60) 
Technical cooperation and other 

financings (1,315) (3,204) 
Translation adjustments 72 24 
Other operating activities — (70) 

Credit tor loan losses (1,257) 
Net cash provided by (used in) 

operating activities S 592 $ (718) 

Note H - T h e 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 , 1998, the Bank, as Administrator, 
has assessed rhc impact of the Year 2000 issue on its computer 
systems and is in the process of remediation of the affected 
hardware and software. 
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APPENDIX IV-1 

SUMMARY STATEMENT OF LOANS — NOTE E 
December 31,1998 and 1997 
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 1998 

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 

Total 1997.. 

$537,886 

$537,886 

Principal 
collected 

$ 44,160 
15,384 
61,510 
34,352 
49,008 
11,700 

8,407 
27,448 
27,996 
20,150 

7,602 
34,927 
13,035 
12,862 

7,799 
45,108 
10,350 
72,861 

7,206 

$511,865 

$510,222 

Outstanding 
1998 

$ 1,740 
5,264 

9,693 
8,163 

1,161 

$26,021 

Outstanding 
_ 1997 

$ 1,860 
5,400 

10,275 
8,629 

1,500 

$27,664 



VENEZUELAN 
TRUST FUND 

REPORT OF I N D E P E N D E N T 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, 1998 and 1997, and the related statements of income and accumulated earnings, comprehensive 
income and cash flows lor the years then ended. These financial statements are the responsibility of the Bank's manage
ment. 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 state
ments. An audit also includes assessing the accounting principles used and significant estimates made by management, 
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, 1998 and 1997, and the results of 
its operations and its cash flows for the years then ended in conformity with generally accepted accounting principles. 

cX¿z¿+^ ¿2*JU~*^ ¿_cj> 

Washington, D.C. 
February 10, 1999 
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BALANCE SHEET 
Expressed in thousands of United States dollars 

December 3 I, 

1998 

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 

$ 260 
32,796 

68,959 
(2,069) 

I I 
1,920 

$ 33,056 

66,890 

1,931 

128 

$ 102,005 

1997 

% 420 
36,555 

81,695 
(2,500) 

6 
2,284 

$ 36,975 

79,195 

125 

2,290 

$ 118,585 

F U N D BALANCE 
Fund established by the Venezuelan 

Investment Fund 
Accumulated earnings 
Accumulated translation adjustments 
Less: Amounts returned to the Venezuelan 

Investment Fund 

Total fund balance . 

$ 400,762 
658,757 

(8,693) 

(948,821) 

$ 102,005 

$ 400,852 
651,212 

(8,690) 

(924,789) 

$ 118,585 

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 

Years ended December 3 I, 
1998 1997 

Income 
Loans 
Temporary investments 
Other 

Total income 

Expenses 
Direct and indirect expenses 
Commission on temporary investments 
Loss from investment in equities 
Credit for loan losses 

Total expenses 

Net income 

Accumulated earnings, beginning of year 

Accumulated earnings, end of year 

$ 5,826 
1,528 

7 

7,361 

208 
14 
25 

(431) 

(184) 

7,545 

651,212 

$658,757 

$ 6,991 
1,654 

9 

8,654 

313 
16 

1,015 
(1,400) 

(56) 

8,710 

642,502 

$651,212 

STATEMENT OF COMPREHENSIVE INCOME 
Expressed in thousands of United States dollars 

Years ended December 31 , 

Net income 

Translation adjustments on assets and liabilities. 

Comprehensive income 

1998 

$7,545 

(22) 

$7,523 

1997 

$8,710 

(15) 

$8,695 

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 and investing activities 
Lending: 

Loan disbursements 
Loan collections 

Miscellaneous assets 

Net cash provided by lending and investing 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 (decrease) increase in cash and 
temporary investments 

Cash and temporary investments, beginning of year . 

Cash and temporary investments, end of year 

1998 

$(12,852) 
25,572 

20 

12,740 

6,195 
1,523 
(270) 

7,448 

(24,103) 

(!) 

(3,919) 

36,975 

$ 33,056 

1997 

$(14,676) 
30,219 

15,543 

7,415 
1,654 
(262) 

8,807 

(21,364) 

(3) 

2,983 

33,992 

$ 36,975 

The accompanying notes are an integral part of these financial statements 
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VENEZUELAN TRUST FUND 
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NOTES TO FINANCIAL STATEMENTS 
December 31,1998 and 1997 

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 
V T F 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 V T F is to contribute to the financ
ing of projects and programs that have a significant effect on 
the development of member countries of the Bank, which are 
relatively lesser developed, 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 affect national and regional economic and social devel
opment plans. 

In accordance with the Trust Agreement, the Bank 
charges the V T F 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 
V T F and all collections of income derived from V T F 
resources. The Bank, as Administrator, returned to the 
Venezuelan Investment Fund the equivalent of $24,103,000 
of the assets of the Fund during 1998 (1997—$21,364,000) 
comprised of $24,054,000 and VEB 24,871,000 (1997— 
$21,308,000 and VEB 27,237,000). 

New accounting pronouncements 
In 1998, the V T F adopted Statement of Financial Accounting 
Standard (SFAS) No. 130, "Reporting Comprehensive 
Income". SFAS No. 130 establishes standards for reporting 
and displaying comprehensive income (non-owner changes in 
equity) and its components in a full set of financial statements. 
The statement also requires the classification of items of other 
comprehensive income by their nature in a financial statement 
and the display of the accumulated balance of other compre
hensive income separately in the fund balance section of the 
Balance Sheet. The translation adjustment resulting from the 
translation into United States dollars of assets and liabilities is 
the only component of comprehensive income that currently is 
not reflected in net income. The new reporting and disclosure 
requirements are incorporated in these financial statements. 

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. T h e net adjustments resulting from the transla
tion of assets and liabilities are presented as a component of 
comprehensive income in the Statement of Comprehensive 
Income. Net adjustments from the translation of fund balance 
items are charged or credited directly to accumulated transla
tion adjustments. 

The following is a summary of changes in the accumu
lated translation adjustments for the years ended December 
31 , 1998 and 1997 (in thousands): 

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. 

Balance at January 1, 1997 
Translation adjustments 

Balance at December 31, 1997 
Translation adjustments 

Balance at December 31, 1998 

Assets and Fund 
liabilities balance Total 

$(93,087) $84,398 $(8,689) 
(15) 14 (1) 

(93,102) 84,412 (8,690) 
(22) 19 (3) 

$(93,124) $84,431 $(8,693) 

T h e application of the above mentioned rates of 
exchange had the effect of reducing the United States dollar 
equivalent of the initial resources of the V T F by $90,000 in 
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N O T E S T O F I N A N C I A L S T A T E M E N T S (continued) 
December 31,1998 and 1997 

1998 and $52,000 in 1997. The portion of amounts returned 
to the Venezuelan Investment Fund representing refunds of 
principal collected was also reduced by $71,000 in 1998 and 
$38,000 in 1997. 

Temporary investments 
All of the VTF's investment securities are carried in the trad
ing portfolio at market value, with interest and realized and 
unrealized gains and losses included in income from tempo
rary investments. 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 V T F have been made to 
developing members of the Bank, agencies or political subdi
visions of such members, or to private enterprises located in 
their territories. For all instances of loans to borrowers other 
than national governments, central banks or other govern
mental or inter-governmental entities, the Bank, as 
Administrator, has received guarantees from the national gov
ernments. 

The Bank, as Administrator, has a policy of not 
rescheduling loan repayments. The V T F has never had a 
write-off on any of its loans. The Bank, as Administrator, fol
lows the policy of reviewing the collectibility of loans on a 
continuous basis and records, as an expense, provisions or 
credits for loan losses in accordance 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. O n the date that a loan is placed in nonaccrual 
status, all loans to that country are also placed in nonaccrual 
status. W h e n 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. O n 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 V T F has made equity investments in private small enter
prises in some member countries of the Bank. As of 
December 31, 1998, the V T F has equity investments in two 
entities where the VTF's ownership is less than 20%. The 
V T F does not have significant influence over the investees 
and, accordingly, accounts for equity investments at cost. 

In 1997, the V T F wrote down certain equity invest
ments to the estimated fair market value at that time. The 
write down amounted to $1,015,000 and was due to a decline 
in fair value considered to be other than temporary. In 1998, 
the V T F sold one of the equity investments realizing a loss of 
$10,000 and completed the write down of the remaining bal
ance of such investments, in the amount of $15,000. 

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. 

Inves tments : 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 V T F is one of very few lenders of development 
loans to Latin American and Caribbean countries. For all 
loans and related commitments, the Bank, as 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 V T F lending portfolio. 

Note C - Temporary Investments 
As part of its overall portfolio management strategy, the Bank 
has invested V T F resources in United States Government and 
agency obligations and time deposits. The Bank limits V T F 
activities of investing in securities to a list of authorized deal
ers and counterparties. Strict credit limits have been estab
lished for each counterparty. 

Investment securities of the V T F consist of time 
deposits held in the trading portfolio and are carried at mar
ket value in the amount of $32,796,000 at December 31, 1998 
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N O T E S T O F I N A N C I A L S T A T E M E N T S (continued) 
December 31, 1998 and 1997 

(1997—$36,555,000). The investments of the V T F are in 
United States dollars and have maturities of less than one year 
at December 31 , 1998 and 1997. 

The average return on investments, including realized 
and unrealized gains and losses, during 1998 and 1997 was 
5.61% and 5.68%, respectively. 

No te D - Loans 
Loans approved are disbursed to borrowers in accordance with 
the requirements of the project being financed; however, dis
bursements do not begin until the borrower and guarantor 
take certain actions and furnish certain documents to the 
Bank. The loans outstanding of the V T F are shown in the 
Summary Statement of Loans in Appendix V- l . 

During 1998 and 1997, there were no countries in 
nonaccrual status in the VTF. 

The average maturity on loans outstanding at 
December 31 , 1998 and 1997 was 2.43 years and 2.88 years, 
respectively. The average interest rate for loans outstanding 
was 7.83% and 7.84% as of December 31 , 1998 and 1997, 
respectively. 

No te E - Reconciliation of Ne t Income to Ne t Cash 
Provided by Opera t ing 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, 

Net income 
Difference between amounts accrued and 

amounts paid or collected for: 
Loan income 
Investment income 
Administrative expenses 

Loss from investment in equities 
Credit for loan losses 

1998 
$ 7,545 

362 
(5) 

(48) 
25 

(431) 
Net cash provided by operating activities $ 7,448 

Supplemental disclosure 
of noncash activities: 
Decrease in loans outstanding resulting 

from exchange rate fluctuations $(16) 

1997 
$ 8,710 

416 
(1) 
67 

1,015 
(1,400) 

$ 8,807 

$(11) 

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 programs 
do not consider the impact of the upcoming change in the 
century and, if not corrected, the affected computer applica
tions could fail or create erroneous results by or at the year 
2000. As of December 31 , 1998, the Bank, as Administrator, 
has assessed the impact of the Year 2000 issue on its computer 
systems and is in the process of remediation of the affected 
hardware and software. 
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APPENDIX V-l 

SUMMARY STATEMENT OF LOANS — NOTE D 
December 31,1998 and 1997 
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 1998 

Total 1997 

Loans approved, 
less cancellations1" 

$ 2,577 
2,021 

21,033 
44,686 
51,721 

1,791 
116,379 
72,296 
52,083 
93,145 
31,802 
6,934 
6,359 

40,421 
193,473 
34,230 
19,796 

175,279 
23,172 

8,940 
3,171 

«1,001,309 

$ 990,403 

Principal 
collected'" 
$ 2,577 

1,956 
18,749 
38,085 
51,721 

1,791 
111,449 
54,911 
42,527 
88,937 
27,850 

6,720 
5,302 

39,903 
187,973 
24,261 
15,107 

175,279 
22,172 

8,940 
2,140 

$928,350 

$902,851 

Undisbursed 

2,000 

2,000 

Outstanding 
1998 

$ — 
65 

284 
6,601 

4,930 
15,385 
9,556 
4,208 
3,952 

214 
1,057 
518 

5,500 
9,969 
4,689 

1,000 

1,031 

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 
$4,000 

$5,857 

$68,959 

$81,695 

"Includes principal repayments received on revolving lines of credit under export financing operations of $659,000. 

Loans approved, less cancellations, include short and medium term lines of credit for export financing to the following 
countries at December 31, 1998 (in thousands): 

Argentina $ 2,577 
Barbados 19,331 
Bolivia 24,284 
Brazil 51,721 
Chile 1,791 
Costa Rica 98,100 
Dominican Republic 22,296 
El Salvador 74,440 
Guatemala 1,764 
Guyana 935 
Haiti 3,117 
Honduras 6,908 
Jamaica 189,565 
Nicaragua 1,000 
Peru 164,000 
Trinidad and Tobago 23,172 
Uruguay 8,940 

$693,941 
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GOVERNORS A N D ALTERNATE GOVERNORS 

Country Governor Alternate Governor 

ARGENTINA 
AUSTRIA 
BAHAMAS 
BARBADOS 
BELGIUM 
BELIZE 

Roque B. Fernández 
Rudolf Edlinger 
Wil l iam C.Allen 
Owen S.Arthur 
J. J.Viseur 
Ralph Fonseca 

Pedro Pou 
Hans Dietmar Schweisgut 
Ruth Millar 
Erskine Griffith 
Frans Godts 
Keith Arnold 

BOLIVIA 
BRAZIL 
C A N A D A 
CHILE 
COLOMBIA 
COSTA RICA 

CROATIA 
DENMARK 
D O M I N I C A N REPUBLIC 
ECUADOR 
EL SALVADOR 
FINLAND 

FRANCE 
GERMANY 
GUATEMALA 
GUYANA 
HAITI 
H O N D U R A S 

ISRAEL 
ITALY 
JAMAICA 
JAPAN 
MEXICO 
NETHERLANDS 

Herbert Müller 
Paulo de Tarso Almeida Paiva 
Lloyd Axwor thy 
Eduardo Aninat 
Juan Camilo Restrepo 
Leonell Baruch 

Borislav Skegro 
Ellen Margrethe Loej 
Héctor Valdez Albizu 
Fidel Jaramillo Buendía 
Manuel Enrique Hinds 
Kirsti Lmtonen 

Dominique Strauss-Kahn 
Uschi Eid 
Pedro Miguel Lamport 
Bharrat Jagdeo 

Gabriela Núñez de Reyes 

Jacob Frenkel 
Carlo Azeglio Ciampi 
Omar Davies, MP 
Kiichi Miyazawa 
José Angel GurríaTreviño 
Gerrit Zalm 

Alber to Valdez 
Gustavo Henrique de Barroso Franco 
James A.J.Judd 
Manuel Marfan Lewis 
Jaime Ruiz 
Eduardo Lizano Fait 

Josip Kulisic 
Torben Brylle 
Luis Manuel Piantini Munnigh 
José Carrera Espinosa 
Eduardo Zablah-Touché 
Raimo Anttola 

Jean Lemierre 
Klaus Regling 
Edín Homero Velasquez Escobedo 
Michael Shree Chan 
Fred Joseph 
Emm Barjum Mahomar 

ShayTalmon 
Vincenzo Desario 
Shirley Tyndall 
Masaru Hayami 
Martin Werner 
E. L Herfkens 

N ICARAGUA 
NORWAY 
PANAMA 
PARAGUAY 
PERU 

PORTUGAL 
SLOVENIA 
SPAIN 
SURINAME 
SWEDEN 

SWITZERLAND 
TRINIDAD A N D T O B A G O 
UNITED K I N G D O M 
UNITED STATES 
URUGUAY 
VENEZUELA 

Noel Sacasa 
Leif Lunde 
Guillermo Chapman 
H. Gerhard Doll 
jorge F. Baca Campodónico 

Antonio de Sousa Franco 
Mitja Gaspan 
Rodrigo de Rato y Figaredo 
Tjandrikapersad Gobardhan 
Mats Karlsson 

Nicolas Imboden 
Trevor Sudama 
Clare Short, MP 
Robert E. Rubin 
Luis Mosca 
Mantza Izaguirre 

David Robleto 
Kjell Halvorsen 
Miguel Heras 
Aníbal Fernando Paciello Rodríguez 
Germán Suárez Chávez 

Fernando Teixeira dos Santos 
Andrej Kavcic 
Elena Pisonero Ruiz 
Lesley Win te r 
Lennart Baage 

Adrian Schlãpfer 
Carlyle Greaves 
George Foulkes 

Ariel Davrieux 
Teodoro Petkoff 

As of December 31. IS 



216 

EXECUTIVE DIRECTORS A N D ALTERNATE EXECUTIVE DIRECTORS 

Julio Angel, COLOMBIA 
Alberto Yagui (Alternate). PERU 

Raúl Boada. BOLIVIA 
Javier Bonilla Saus (Alternate), URUGUAY 

María Antonieta Del Cid de Bonilla, GUATEMALA 
Edgard Antonio Guerra (Alternate), NICARAGUA 

Georges Cahuzac. FRANCE 
Helge Semb (Alternate), NORWAY 

Lawrence Harrington (Alternate), UNITED STATES 

ToruKodaki, JAPAN 
Alexandra M.Archbold (Alternate), UNITED KINGDOM 

Guy A. Lavigueur, CANADA 
Alan F. Gill (Alternate), CANADA 

Bruno Mangiatordi, ITALY 
René Legrand (Alternate), BELGIUM 

Mario Marcel, CHILE 
Oswaldo Zavala-Egas (Alternate), ECUADOR 

Luis Raúl Matos Azocar VENEZUELA 
Rogelio Novey (Alternate). PANAMA 

A. Humberto Petrel. ARGENTINA 
José Maria Cartas (Alternate), ARGENTINA 

Moisés A. Pineda. MEXICO 
Ernesto A.Selman (Alternate). DOMINICAN REPUBLIC 

Elected by: 
Colombia 
Peru 

Elected by: 
Bolivia 
Paraguay 
Uruguay 

Elected by: 
Belize 
Costa Rica 
El Salvador 

Guatemala 
Honduras 
Nicaragua 

Elected by: 
Austria 
Denmark 
Finland 
France 

Norway 
Spain 
Sweden 

Appointed by: 
United States 

Elected by: 
Croatia 
Japan 
Portugal 

Elected by: 
Canada 

Elected by: 
Belgium 
Germany 
Israel 

Italy 
Netherlands 
Switzerland 

Elected by: 
Chile 
Ecuador 

Elected by: 
Panama 
Venezuela 

Elected by: 
Argentina 
Haiti 

Elected by: 
Dominican Republic 
Mexico 

George L. Reíd, BARBADOS 
Roderick G. Rainford (Alternate), JAMAICA 

Elected by: 
Bahamas 
Barbados 
Guyana 

Number 
of votes 

325.051 

181,419 

179,170 

261,766 

2,259,1 I 6 

Slovenia 
United Kingdom 376,1 12 

297,1 13 

327,816 

261,242 

458,262 

827,460 

554,087 

Jamaica 
Trinidad and Tobago 1,906 

Antonio Cláudio Sochaczewski, BRAZIL 
Elcior Ferreira de Santana (Alternate), BRAZIL 

Elected by: 
Brazil 
Suriname 

TOTAL 

802,036 

7,268,775 

Evaluation Office 

Percentage 
of voting power 

1.472 

2.496 

2.465 

3.897 

31.080 

5.175 

4.510 

3.594 

6.305 

I 1.384 

7.623 

1.540 

I 1.034 

100.00* 

As of December 31, 1998 
The figures listed represent the sum of the individual countries' voting percentages, rounded to the 
nearest one-hundredth of one percent. Consequently, the total of 100% shown may not be identical to 
the sum of the individual percentages listed. 
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PRINCIPAL OFFICERS O F T H E BANK 

President 
Executive Vice-President 

Chief, Office of the Presidency 
Chief Advisor, Office of the Executive Vice-President 

Control ler 
Deputy Controller 

Chief Economist 

Audi tor General 

External Relations Advisor 

Office of the Multilateral Investment Fund 
Manager 

Deputy Manager 

Regional Operat ions Depar tment I 
Manager 

Deputy Manager 
Senior Deputy Manager-Regional Support Services 
Deputy Manager-Financial Support Services 

Regional Operat ions Depar tment 2 
Manager 

Deputy Manager 

Regional Operat ions Depar tment 3 
Manager 

Deputy Manager 

Finance Department 
Manager 

Senior Deputy Manager-Treasurer 
Deputy Manager-Pol icy, Planning and Capital Markets 

Legal Department 
General Counsel 

Deputy General Counsel 

Secretariat Department 
Secretary of the Bank 

Deputy Secretary 

Strategic Planning and Budget Department 
Manager 

Integration and Regional Programs Depar tment 
Manager 

Private Sector Depar tment 
Manager 

Deputy Manager 

Sustainable Development Depar tment 
Manager 

Deputy Manager 

Human Resources and Administrat ive Services Depar tment 
Manager 

Senior Deputy Manager 

Special Representative in Europe 

Enrique V Iglesias 
K. Burke Di l lon* 

Euric A. Bobb 

A lber to Pico 

Carlos Eduardo Guedes 

Ricardo Hausmann 

Will iam LTaylor 

Muni Figueres 

Donald F. Terry 
Kyoichi Kato 

Ricardo L. Santiago 
Manuel Rapoport 
Frederick W. Schieck 
Setsuko Ono 

Miguel E. Martínez 
Terry A. Powers 

Ciro de Falco 
Miguel A. Rivera 

Charles O. Sethness 
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 F.W. Wirs i j 
Antonio Vives 

Richard J. Herring 
Joel A. Riley 

Andrés Baiuk 

* Ms. Dillon was appointed Executive Vice-President effective January 11,1999. Her predecessor. Ms. Nancy Birdsall, was Executive Vice-President from 1993 to September 6, 
998. Mr Ricardo L. Santiago, Manager of Region I, served as interim Executive Vice-President from September 6, 1998-January 10, 1999. 
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CHANNELS OF C O M M U N I C A T I O N S A N D DEPOSITORIES 

Member Country Channels of Communications Depository 

ARGENTINA 
AUSTRIA 
BAHAMAS 
BARBADOS 
BELGIUM 

BELIZE 

Banco Central de la República Argentina 
Federal Ministry of Finance 
Ministry o f Finance 
Ministry o f Finance and Economic Affairs 
Administration de la Trésorerie, 

Service des Relations Internationales 
Financial Secretary, Ministry of Finance 

Banco Central de la República Argentina 
Osterreichische Nationalbank 
Central Bank of the Bahamas 
Central Bank of Barbados 

Banque Nationale de Belgique 
Central Bank of Belize 

BOLIVIA 
BRAZIL 
C A N A D A 
CHILE 
COLOMBIA 
COSTA RICA 
CROATIA 

Banco Central de Bolivia 
Banco Central do Brasil 
Canadian International Development Agency 
Ministerio de Hacienda, Dirección de Presupuestos 
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 
D O M I N I C A N REPUBLIC 
ECUADOR 
EL SALVADOR 
FINLAND 
FRANCE 
GERMANY 

Danish International Development Agency 
Banco Central de la República Dominicana 
Ministerio de Finanzas y Crédito Público 
Banco Central de Reserva de El Salvador 
Ministry for Foreign Affairs 
Ministère de l'Economie 
Federal Ministry for Economic Cooperation 

and Development 

Danmarks Nationalbank 
Banco Central de la República Dominicana 
Banco Central del Ecuador 
Banco Central de Reserva de El Salvador 
Bank o f Finland 
Banque de France 

Deutsche Bundesbank 

GUATEMALA 
GUYANA 
HAITI 
H O N D U R A S 
ISRAEL 
ITALY 

Banco de Guatemala 
Ministry of Finance 
Banque de la République d'Haïti 
Banco Central de Honduras 
Bank of Israel 
Ministry of theTreasury 

JAMAICA 
JAPAN 
MEXICO 
NETHERLANDS 
NICARAGUA 
N O R W A Y 

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 

Department o f Multilateral Development 
Cooperation 

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 Política Comercial 

Multilateral, Ministerio de Comercio y Turismo 

SURINAME 
SWEDEN 

SWITZERLAND 

TRINIDAD A N D T O B A G O 
UNITED K I N G D O M 

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 
Overseas Development Administration 

UNITED STATES 
URUGUAY 
VENEZUELA 

Treasury Department 
Ministerio de Economía y Finanzas 
Oficina de Coordinación y Planificación de la 

Presidencia de la República 

Banco de Guatemala 
Bank of Guyana 
Banque de la République d'Haïti 
Banco Central de Honduras 
Bank of Israel 
Banca d'ltalia 

Bank o f Jamaica 
Bank ofJapan 
Banco de México, S.A. 
De Nederlandsche Bank N.V 
Banco Central de Nicaragua 

Bank of Norway 

Banco Nacional de Panamá 
Banco Central de Paraguay 
Banco Central de Reserva del Perú 
Banco de Portugal 
Bank of Slovenia 

Banco de España 

Central Bank van Suriname 

Sveriges Riksbank 

Banque Nationale Suisse 
Central Bank ofTrinidad and Tobago 
Bank of England 

Federal Reserve Bank of New York 
Banco Central del Uruguay 

Banco Central de Venezuela 

As of December 31,1e; 



C O U N T R Y O F F I C E S A N D R E P R E S E N T A T I V E S 

ARGENTINA.José María Puppo 
Calle Esmeralda 130. pisos 19 y 20 
(Casilla de correo N ° 181, Sucursal I ) 
Buenos Aires Tel: 320-1800 

B A H A M A S , Hugo E. Souza 
IDB House, East Bay Street 
(RO. B o x N - 3 7 4 3 ) 
Nassau Tel: 393-7159 

B A R B A D O S , Pamela Wi l l iams 
Maple Manor Hastings 
(RO. Box 402) 
Christ Church Tel: 427-3612 

BELIZE, José A i r t o n Teixeira 
Social Security Building 
Bliss Parade 

:lmopan Tel: 82-3914 

BOLIVIA, David B. A tk inson 
Edificio "BISA", 5° piso 
Avda. I 6 de Julio. N ° I 628 
(Casilla N ° 5872) 
La Paz Tel: 35-1221 

BRAZIL,Jorge Elena 
Setor de Embaixadas N o r t e 
Quadra 802 Conjunto F 
Lote 39 - Asa N o r t e 
70.800-400 Brasilia. D.E Tel: 3 17-4200 

CHILE.VIadimir Radovic 
Avda. Pedro de Valdivia 0193, 
(Casilla N ° 1661 I) 
Cor reo 9 (Providencia) 
Santiago 

piso 

Tel: 231-7986 

C O L O M B I A , Car io Binett i 
Avda. 40 A N ° I 3-09, 8o piso 
(Apartado aéreo 12037) 
Bogotá Tel: 288-0366 

COSTA RICA, Emil We inberg 
Edificio Cent ro Colón, piso 12 
Paseo Colón, entre calles 38 y 40 
San José Tel: 233-3244 

D O M I N I C A N REPUBLIC 
Stephen E. McGaughey 
Avda. Wins ton Churchill esquina 
calle Luis FThomen.Torre B H D 
(Apartado postal N ° I 386) 
Santo Domingo Tel: 562-6400 

E C U A D O R , Rober t H. Bellefeuille 
Avda. 12 de Octubre 1830 y Corde ro 
Ed. W o r l d Trade Center -Tor re II, piso 9 
(Apar tado postal N ° 17-07-9041 ) 
Qu i to Tel: 56-3453 

EL SALVADOR, Luis Vergara 
Condomin io Torres del Bosque 
10o piso, Colonia La Mascota 
[Apar tado postal N ° ( 0 l ) 199] 
San Salvador Tel: 263-8300 

GUATEMALA, Iliana Waleska Pastor 
Edificio Géminis 10 
12 Calle I-25, Zona 10, Nivel 19 
(Apar tado postal N ° 935) 
Guatemala Tel: 335-2650 

G U Y A N A , Cha r l esT G r e e n w o o d 
47-High Street, Kingston 
(RO. Box 10867) 
Georgetown Tel: 5-795 I 

HA IT I , Philippe Dewez 
Banque interaméricaine de développement 
Bourdon 389 
(Boîte postale 1321) 
Port-au-Prince Tel: 45-571 

H O N D U R A S , Fernando Cossio 
Boulevard Morazan 
Edificio Los Castaños, 5o y 6o pisos 
Colonia Los Castaños 
(Apartado postal N ° 3 180) 
Tegucigalpa Tel: 232-4838 

J A M A I C A , Rober t Kestell 
40-46 Knutsford Blvd., 6th f loor 
(R O. Box 429) 
Kingston 10 Tel: 926-2342 

JAPAN.Tsuyoshi Takahashi 
Fukoku Seimei Bldg. 16F 
2-2-2 Uchisaiwaicho, Chiyoda-ku 
Tokyo 100 Tel: 359 I -0461 

M E X I C O , Jaira Sánchez 
Avda. Horacio N ° I 855 
6° piso (Esquina Periférico) 
Los Morales-Polanco 
I 1510 México, D.F. Tel: 580-2122 

N I C A R A G U A , Mart in F. Stabile 
Edificio BID 
Km. 4-1 /2 Carretera a Masaya 
(Apartado postal 25 I 2) 
Managua Tel: 67-083 

P A N A M A , John J.Hastings 
Avda. Samuel Lewis 
Edificio Banco Unión, piso 14 
(Apartado postal 7297) 
Panamá 5 Tel: 263-6944 

PARAGUAY, Raúl Baginski 
Edificio Aurora I, pisos 2 y 3 
Calle Caballero esquina 
Eligió Ayala (Casilla N ° 1209) 
Asunción Tel: 49-2061 

PERU, Rosa Olivia V Lawson 
Paseo de la República 3245. piso 14 
(Apar tado postal N ° 270154) 
San Isidro, Lima 27 Tel: 442-3400 

SURI N A M E , Keith E. Evans 
Peter Bruneslaan 2-4 
Paramaribo Tel: 46-2903 

T R I N I D A D A N D T O B A G O , 
Frank J. Maresca 
Inter-American Development Bank 
! 9 St. Clair Avenue 
(R O. Box 68) 
Port o f Spain Tel: 622-8367 

URUGUAY, Wi l l i am R. Large j r . 
Andes I 365, piso 13 
(Casilla de correo 5029) 
Sucursal 
Montevideo Tel: 902-0444 

VENEZUELA, José Agustín Riveros 
Edificio Cremerca, piso 3 
Avda. Venezuela, El Rosal 
Caracas 1060 Tel: 95 I-5533 

INSTITUTE F O R T H E I N T E G R A T I O N 
O F LATIN A M ERIC A A N D 
THE CARIBBEAN 

Juan JoséTaccone 
Calle Esmeralda 130, pisos I 6 y 17 
(Casilla de correo N ° 39) 
Sucursal I 
Buenos Aires Tel: 320-1850 

SPECIAL REPRESENTATIVE I N EUROPE 

Andrés Bajuk 
Banque ¡nteraméricaine de développement 
66, Avenue d'Iéna 
75 I 16 Paris. France Tel: 40 69 31 00 

As of December 3 I, 




