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PROJECT ,\uTIIORIZATION 

NBrr. C of Borrower: 

NEim~ of Project: . 

:-lumber of Project: 

Number or Loan: 

Bunco LaUnoamerleano de Exportaelones 
("BLADEX") 

E'1'or t Promotion Fund 

596-0109 

596-T-018 

i. Pursu nt to So",Uons 103 Rnd 106 and Chapter 4 of Part 0 of the ForeIgn 
,\sslstrineC ,\ ct of 961, as amended ('I FAAI!), I hereby nuthorizc the Export Promotion 
! un<:! proj(''C\ (O!" Ronco Latinoamcricono de Exportocioncs ("Borrowc~ l? Involving planned 
ohUg tlons of not to e, aeed TlI'enty Five ~lIl1lon United States Dollars ($25,000,000) 
.n l<>In (und. ("Loun") over a tll'O (2) year par led from the date of authorization, 
subjoo! to the .va labili ty of funds In accordance with the AID OYB/allotment process, 
,lItd subjec t to such Congre .. lonnl Notifica tion as may be required, to help In financing 
foreign cx chan;:c find local currency costs for the project. 

2. The project ("Project") cons ist s of providing financial resources to BLADEX tor 
<xtondlng short to medium-term credit to e'1'ort InduSlrle, In Centr.l American 
co nt, 0.; partleipaUn.; in the Caribbean Basin InltiaUve ("CBP'). 

3. Tno Pro eet Agn'<lment, which may be negotiated and executed by the officer 
to I'.'nom stich 6u tr.orlty Is delegated In accordancc with AID regulations and Delegations 
of Authori ty, shall bc .ubjee! to tho foUowlng essentlnl tcrms and covenants and major 
cor.d Ion., lo.:ethor with such other to rms and condItions as AID may deem approprIate. 

ii , ,ntU(,; t ll'ltc tlnd Tcrms or Rcpnymcnt 

The o"o\'. cr . haU replly tho LOftn to AID in U.S. DoUa .. within fifteen US) 
),oor. !rom the I!.;.to or flr~ t dlsbu r~e men t of th o 1.000n, Including a grace porlod 
o! not 10 O'CN"<: ! v~ (5) ),ear>. rho Borrower shnll pRy to AID In U.S. Dollors 
.ntorc>t Irom tht dll to of first dL, bursomon t of tho 1.000n (J) ot tho rata of six 
~"rc.nt (6' .) por annllm <lll r ln~ I h~ fIrs t fIve (5) YOR .. , nnd (iI) ot a roto equ!volont 
to IJOOn commenolng "' of the oxplratlon dote of tho sraoo period, oxccpt lIS 
\ ,MY· ' r"" :n ""III nIT, provld<'<l tlllit slieh In terost rotc shaU not be 10"' 
:non sr, p",c"nt WI'.) por nnn.lln , on Ihe ou t$tnndlng disbursed h.l~nca of thc 
Lo,or. "nd 0.1 lit)' due .IM unpllid Inl ore!t ncorlled thareon, 

h • '.,," qr." 0 1'iVn of Good. and Sorvlca, 

U I,rld I :"\'1.,0(',., nC'C'pt (or MOlin ~hlf'l()fnh, (f nfifle d hy AIO under tho Lonn 
vc \ ,:" 'Oi,"t'~ ~ o;-Irrln In tlie coun trl("'\ o( COontro l \ mcrfcn or In 

.~ n... 'II r.a ." III C.""~rllpil ic r"'l~ p·lI , ","~p l M Am mny otho,\\,ls. 



agreen writing. Ocean shipping financed by AID under the Loan shaU be 
linnneed only on flag vessels of the eountrlos of Central America or coun'!rles 
included in AID Geographic Code 941, except as AID may otherwise agree In 
writing. 

c. Condition Precedent to Obligation of Funds Not Previously Justllied to 
the Congress 

:-10 more then Ten Million United States DoUars ($10,000,000) in fund. authorized 
under Section 106 of t he FAA and Five Million United States DoUors ($5,000,000) 
In lunds author'1ed undcr Section 103 of the FAA shaU be obligated for the 
PrOjolCt unt il the required Congressional Notification has been made and the 
ncee»ory wolting period has expired. 

d. Condition Precedent to Disbursement 

Prlor to any d~bursementJ or the issuance ot any commitment documents under 
tlle Projec t Agreemen t, the Borrower shaU, except as AID may otherwise agree 
in writing, furnish , in form And substance sat isfactory to AID, a certification 
thot thcre have been no signifi cant changes In the Borrewer's financial condition 
as Icflected In the Borrower's most rccent certi fied audit statement. 

o. Covenants 

Tno Berrower sha U covennnt thA t, unless AID otherwise agrees In writing, It 
wllh 

(!) cstabllsh a rovolvlng lund Irom rcflows gencrAted Irom subloon. 
ut lIZ1n~ I.oon proeeods, which rovolvlng lund shaU bo used lor the purposes 
01 tr.e ProJect , Including covorAge of administrative costs, establishment 
of un .,doquA te re.ervo lor losses And provl,lon for payment of prlnelpol 
IlIld Into res t undor the 1.000 n; 

(2) ,rovlde, during the disbursement period of ti .. Loon, additive cO
(.r."oo,n,; fo .. tho l'rojrot oq uol to twice tho amount of tho Lonn, such 
,ddl!iv. co-Ilnnneinit to oonsl. t of Additional oredlt for ti,. Project 

(exclu .. " 01 t he Loon or fu nds derived from tho I.oan) exeeeding the 
.v~r" 0 oredlt DIIllll1en ex tonded fer the .. me purpose by the Borrower 
In o"'enO"'- yenr 1981, 

~ ,Qlntftin, durin:: tho \orln of lho tonn, I1n nverllgo nmoun t or such 
eCr'fln ~,clnJ (Jurin.r M)' :cIx month PLot I~ Ht (I lovol not IcS"5 tho" twice 
the 0" 't"ndln~ p"nclpnl ef tI,. I.~'n rlll ring 8uch sl~ menth period. 

• 

• 
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(4) provide, prlo:- to llsing- project funds for medium-term lending, in 
fo;',;: L;',C s~:j:"~[l:-'C'~' s;l .. isfnctory to !dD, II desrription of the type of 
m':;c1lt;,-;:-krm l(.'ncJ;;',; Pi'oposcd nnd the criteria p..<;tllblishcd 10 appraise the 
su.")lol:.n .r.vcstnienb. 
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A. Reccmnendat 'lons 

ine Projec t Committee recommends the Export Promotion Fund 
Project for AID approval . 

Loan 
",illi "" 

(Loan t eems : 15 years . 5 year grace 
period with 6% interest during the 
grace peri od and an interest rate 
that would fuetuate with the 6 month 
LIBO rate for the remaindor of the loan 

Total new AID obligation 
mi 11 ion 

B. S~ry Project ~scription 

The Borrower 

$25.0 

$25.0 

'rna borrowlJr wi 11 be the BJnco ~1t inoattK': icano de 
Export •• e ·or.es (BLADEX). BlAJJEX was incorporated i.1 Panama in 
,S7S \I!th t ho prlmary objective of promoting Latin Ivnerlcan 
xports of rocn- trad tio.,al goods. Its shareholders include 
. tin J,:;;c:icIJn c~ntra: nd s tate banks , Latin Alrerican public 

"nd pr.v"tc ccomorcial bonks . private international cannercial 
bJn,s Jnd tho ntornation.l Finance Corporation. As of April. 
1982. there wore a tor(.t of 232 shar.!·.olde" banks. BLADEX 
?;ovides ere -export and axpor t financ ing to its clients in the 
forn uf shor t- term advances and banlcer ' s lIeeeptances . A 
L:;.H od pJrt of ilb portfolio is e::rnprised of rr.cdiun-term loans . 

2. Gc;, 1 "nd h.;')()SC . -
",,,,, ~o.ll oi tho proJpet iR to reduce ~he balance of 

y •• y::"nt •. d,·Letts .n C<!nlrn l Alrcri ca . The purpose of the 
?;oj~ct ; to .ncrcu~~ non-trad ,e1onal cxportn to markets 
owt~ldc of Central Arrer ca. 

J . Pro;"., ec •• rlj!tion 

~:"~" rhu cruJtion ~( the Contrnl Ame rican Connon 
:.Ir,.ot ( \ . 1) .n 1960. thr· ndu~ ri3 1 sector has had a IIIlIjor 
:010 lr .. :hl' ~ r.omfc d~\vu oJA!C:nt o( toho rugfon. In 1)8rt fc:ulllr, 
"I rrod .. :10 ... md tr.d" uxp •• nded in rasponse to tho 

" O"t\." . tio., oi tho l.,"~.r IT ... rk''t oponc'" by tho CIIO·I. 
~.t~C~i· .... 'r.L ." , fnccr.) ill ,0 .ncromu"Ci . Thu lIbf~!~y of Lhe 

• l. tr w. :tr.r LO C I .InwL· fn LhfA rotu . ho\ vor, hnlt boon 
IJ: .C .:; h.."" ",,,,,'u bit th" Cl~rrl.·nt. Qconomfc eriA to find IIlLcrnll l 

at;" tl,,:r .... ,..';"0 .... ~ of thl ('A ': . 

(wr lrv .Jot enn'l' YO.UN ••• 11 ho Contr 1 "T"r icnn 
'" ~ IIl,; ld. c,.! t~rlf.",rjjL.lr /o · b"'"r"l: r,C j.,,)'U 'n t.tI 
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, Q,\C\ons lid 1VW hjj V~ ,drg'" dtdlcits, internationa l reserves are 
either nOGatiV" or 01100 t zero , fiscRl deficits have been climbing 
.r,d GDP gro"rh :."S h lwd. These indicators reflect the serious 
COnt =or::o<, o . "<onom 'c "cti vity which the region has experienced 
...... ...I co .. ''''G.,-,cr..::c. at an Bdvers~ shift in the terms of trade and of 
.. t.C . . .. u;..:u::.ty a: .. :.lng :·-:om the violence Bnd ter rori sm which have 
C:l ... t'actt!r . :.!f:C tht: socl.Jl unres t: Bnd political instabi liey in the 
t~" . In the ab •• n:e of .dequately functioning regional 
~ch~n~sms th~t~ has en an ncroasing tendency f0t the countries 

to de(.~ witi', o.J..:lCC of poy.oonts problsns by imposing trade 
:L:.;.C::'l'c t: ~ ons, wh.ch :.erve instead l O aggravate the problem . 

• • n n 'he C;(N. the strategy of focusing on import 
~U.J t .. c ... r1v. ~dl.igtr:.es ";fOteCt ed by a high tariff is now 

." __ y : ;00 .• zed as outdated and in need of reform. Most 
p :t" "b: e •.• t. ror ,ndustry to contin~e to fill its role as a 

o •• ~.p..l s:o'.-rn veh' cle, & strategy is needed which stresses 
.,:..)~ .... on Co !"".on - ;: rud1cjoni-Jl goods for expor t co markets outside 

0: C:ntr,J!. ;:w-: C3 . 

70" project will provide short · term f inancing to meet 
.. t"'" ••• \.<l..l 0: chI.: pr vatl.: xcra-rcgional export sector. The 

.. ' .oy e.o () ,oon "",ds w 11 be to finance the impor tation of 
.. w :..'ttt.:ri.Jl::o I lntur.r.::d:dCf: ge>:::ds and spare parts required for 

~rw"clr", expo::t ccmnod ' t 'es . In addition. the funds will be used 
.0 ?ro\ ",<:X, 'tcrs Wltn Cted le to bridge the gap between the 

e. r,' ;£ .... ". Jnd !>Jy.r<lnt by tho purchacc.. . 'hen financed as 
':' 0: o:-;u , .. 6lc\:.)oc. t ho!iV acti viti es awy require short-term 
oJQ, ... for '-'? '0 ~60 dJya . on nn indi vidual basfs . howover • 

. ~r:o .. . ~.\.J .:y will not exceed l~O days . By the end of the 
• ~.d yeJr :.. pro~('Ct contmoplates the use of funds fran 

, f • •• ·:0 f ' .• r.ce me<lll<r.-term loans fo r capl tal or plant 
.. 7.ov..:."nt. by tr.u export sec tor. 

~~x Wil chnnnel loan funds to the target 
•• J tr . Q cr, o. 'h fts u: l~fblc shareholdor banks using a well 

.. :. t'''-:: .. n . ;.'j e.. ,cd on nonr.al internationa l trode 
.... _. • • ~J e ' I..b'e to rccel ve loan funds . the cannod ity 
~ ." ,. n ~ t be [or export outside the re6ion and collections 

.' do .... ,d ~urr"ncy . ThiG lottar feature will result in 
n : :.G. n .. r VO~Vl",·. ferod which BIAilEX will 'M intain as a 
~ . ~ 1 ~I.r.:,. 0.( f. '"r.c iru Cor t ho oKport SOctOI . Tho fund 
• . _~:." ' "p : • ~«! by tho cprond between the AID loan and 

,ne cCl:'lt.urc.J\ : •• tul Jt Io'n ich BlADE>: will lond to Itu clionts . 

" •• no GOu •• oC funding t o bo ul od !n aCI.jov! ng 
.;. .,~ ... 1. ,o.rln~nclnll prov dod by (orol&~ 

~r, ~C .... ".".. 7r.-d.t.on I toru sn ~OUrcO' of c redit MVO 
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disappe rcj 10 the "ake of the polit ical and econemic difficulties 
'n tho ~egion. snd an important objective of the project is to 
e~~str te that viable, bankable export opportunities can be 
exploited even "nder such ci rcurs tBnces. BLADEX will encourage 
the pertlClpat on of foreign commercial bunks In the project, 
gener~t ng co-financing at a ratio of 2:1 of the AID loan. 

C, S~ary Financial Plan 

The projecr. will provide $75.0 million in short-term 
:lnanc ng over the tWO year implementation period : 

Source 

AID 
Co-f 'naoeing 

Total 

Amount 

$25.0 million 
550.0 million 
$75.0 million 

A 1 project resources will be provided In foreign 
"xcMnge to meet the imporc needs of tho private expor~ sector. 

The cash fl~w projecclons done as part of the 
.r. -,c u~ i.r ... :Y>lS show chat the revolving fund to be established 

_1 te,. ~roJect could grow to 8S much as $69 million by the t!.me 
c.," _= ;~.cip._.nd nter.st on the AID loan are fully repaid In 15 
yc ... t ... . 

;). SLCIl'.:lry Flndln;;s 

The Project Commit tee has reviewed al l aspects of the 
~=O;X>"L-d Export PrOO1Ot on F\Jnd Project nnd finds that It io 
t"chnlc.,:ly, financially . socially and economically feasible for 
CCtl'.p utic.n 101 thin two-yoar period . FUrther, the Committee has 
our4 that BL~EX Is lrultltutlonally capable of administering the 

ProJect . E. Projec t Cvmnlttee 

';yl ian Hllr Ot 
Cl~rk Joo. 
~>\I n Kelly 
':M<r.as Tot no 

?:or b~ttn 

- Assistant Program Economis t 
. Rcglonn l Economic Advisor 
• Project Devolopment Offlcar 
- Controller 
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;\L'bio:-h-Il E.cO:lOC'.ic Advisor 
Pruj('Ct Dcvcl0Fc.ent Officer 
Co:1troller 

l..P.C Pri vat~ Sector Officr~r 

R. ~~Gt~ ~~~~~hn - Senior Vice President 
~ .. ~~.-._~ ~:t.:.G.;... - Crc..cit (jUicer 

- l\sslSLlnt Vice President 
- ~l1milber 
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:1 DESCRIPT ON OF TIlE PROJEer 

A. Sockground 

1. The ~IDcro-Economic Situation 

The Central Aneriean eeonomy has been badly shaken 
.s " :ocult" of variollS flr~r"al BOO external pollticel and 
,~onanic f ctorr. which hove been at plny for the past three 
yeors . The world-wide "conomic recession, the contraction of 
d~~nd for tradl tion.l Central A~ric.n exports, the increased 
price of Imports (particularly petroleum), high interest rates 
600 accur.ula"~ for~lgn ir~ebtedness are some of the principal 
factors which nave drained international reserves, reduced 
flsca), rtvenues Bnd c~~strained bank credit. These 
controct.onary 'orces , along with high levels of violence and 
pol tlca! natabili ty , have senerated reinforcing movements 
ouch as the decl ne of pri vate invescr.cnt, capital flight and 
~y n8 up of e'ternBl credit. 

Thus. elements have brought rhe region to • point 
Y ••• erlOus cr 's;s "'hlch s ch.ract~rlzed by a no growth and, In 

-~ i! $0. , a nesati v" growth sl tuntion. The extent of the 
., •• _ .~ the ~llc.tions for successfully confronting It .ra 

deaonjtratc~ bY tho fallowing key Indlc.tors. 

•. The S.l.n~. of Payments 

Sinc. :9)9. rhe Cont ral A~rlcan countriel 
~" •• pur cne. , 'Ign fie nt dat.doratlon in both their 

,.,un;JCCollllt uoo ovor 11 balance of pG)'IIlCnt. polition • 
... rio <.1\.1979 MCI 981, t~.e raaion' , consolidated currant 

COI.'l.t /luClcil. ncrClacd (rOJ) $744 million to $1.93 billion 
(:6Ot). Ar~tr~r ~ Incroa.o In tho doflcit (to $2.1 billion) 

(roJ " tor 1982. Ovur the .~ porloa. the raalon', 
blr~ ,neD Ot p~~nt' daficl t lnera.,ad (rom $320 

•• :.on to $744 cillion (133\) ~. whoroal ROCAP ha5 projected 
n .r~re,". co 577& oil: on n 1982 . tho Control Amorlcan 

l',;4lQtJry l"oOIonC. ~ OH NtO. that the ccmblnod balanca of 
p~~nru dot ctt cay ro.ch a. high 4' 51.0 bi llion. 

T.,b ••• =.1<!l0. rho currant IICCount and 
CN.r~. bI. ... n< ot y:r"nt. doflc t .Icuaclon (In million. of 
".r:"nr U.S. eo Gr.): 

• 



• 

TABU: 1 

De "!e!t (- ) or Surplus (+) Overall Balance of 
on Curren t: Ac&ounc: PaY1llCnts ~flel t 

_W~--rffiJ--"J.~61 r9"B"2!itm 198~198 198~ 

Gust.". .. a -206 - 163 - 601 - 583 - 15 - 250 -423 -305 

i:l S.:vodor 132 - 86 - 227 - 344 -108 - 196 - 59 -237 

lioncllJt c: .. -192 - 32 - 299 - 354 - 17 - 61 - 97 - 76 

~;e&r·6u 1 ~ - 387 - 293 - 293 - 80 - ) 72 - 10 - 10 

Co.c" Rica -602 - 661 - 511 - 526 -100 - 456 -155 -150 

-74~ - 618 -1931 -21oa!/ -320 -1135 -741< -77~/ 

'Tiro;;."CcC<J . 
"'.;'/ :..0 .<;"~ e,,,. :or •• carll6U1l ore avalleble . In totalling, 
- ; •. c .. :.~~"'. dof :c t for 982 was assLmed to be the SIIlIe 

. r . • <;81. 

~ltho h dl~ .. l . these figures s ignif icantly underltate 
.1'.. ';ont, o. til cr ls l. . A C'.uch II'Oro .orl ou. 

: ___ , o! ;>~y.:..nt. /tap WJ$ "yo dad only through che impollclon of tight 
... : " (cr"'~-e. co.,.r01l which led to sharp d~lInos In tho levels of roll 
._ ,.j:t C;.:OIo, oI0~t .he reil1 on. I'or oX/I:Ilplo. In GUlltCGIIla and llondura. Import. 
I . : . y ' • bocw.on .579 .nd !Sal .~ll0 . over tho sane period. tho doclln.'wal . :5 ,~E. S.~v.JOr .r~ 271 In Co. to Rica . To a large extent. therefore. thele 
~. 0.'1 rOlulrc-a n the. contr etlon of Inccmo and WI'Illoymant which are 
~~ ... _"'~;. to tno b~loncb of pa)ll'oOnt5 dlloqulllbtiun not rofl octed In tho 

r.o. !c. t Gt~td:~nt • • 

';'hO pr lIClpa (act;)U which have cO'.Itrlbutod to till 
~ nco ot po~nt' , Ieultlon Include: 

. - 7ho jC'~ce ot vlolenco, dOltrucclon and Caar on caplt.l 
,lo. • ",.:e ncI t .r ;;:. 'nI<I tout' D Indu. try (I IMJor lourc,- of foralgn 

c .~ oi ~ !~ejon!~.:~) to 4 • ot cOpbclcy , whllo c.pl e.l f light dur lns 
.'i7~ · : . . .Itt:~tvd to bo .t 1040e 51 .S billion, 

• 
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-- Toe s~vere deterioration in the region's terms of 
'rud. . Between 979 and 1981 . the pr ice of oil almost doubled, while the cost 
0: othor ~ssential im?Orts also jumped significantly. At the same time, tha 
r.c" 0 tho re6 on'. traditional exports not only did not keep pace but 

.c'" ::y :el: precipitously. For exmr.ple . coffee prices declined by about 
3G· .. . cotton 10. to 12'4. wbl ce sugar stayed roughly at the 1979 leveL 

- - Contraction of boch regional and extraregional 
""'~kot. . The Central ",""r ican Cannon MIlrket (CAOI) has contracted 
sub~t.nti"lly as .1 result of current accou~t defici ts. cRpital flight and the 
r.u:~ :c~"ctlon in priVatE invescnent (In 1981. intraregional trade declined 
~I .;..0.. :y,;. in cur:ent ?rices) . The contrac tion of the extraregional market 
j .... ~ .d t.:.C ... cd 'Or .CI.!!l fo craon' onal exports as well as the demand for 
. nlJ dCCUt't.>d gcxxJs . 

- - A nearly ccrnpl~e cut-off of fore ign sources of credit 
)n :".po~"U to th" v olenee and debt servicing defaults by Nicaragua and Costa 
R!Cd. ';no :"",oc. h3'. been particula r ly hurt by the cancellation of foreign 
•• ~~~ 0 c:~~~t to iinar4c purchases of raw materials and inte~iate goods. 
7., , n :,,:n. h,u r .. sult«i In a la.er level of manufHc tured exports and a 
1.":",,,.. .;. !o:l,;!Cr. c.:'I\Cll..lri6C (:urn ~s . 

7ne cont nued presence of these factors makes tha outlook 
It.:: .cr .r,ort-t~:':, !qlrov<OJnts In the si tuation. The only bright spots on 
.r. ·o:!:cr. Mu .n:r" ."d ~roduction 3nd exports of petrolelJll for Guatemala, 
w~ .r~ pO._ •• , :y choc eh" C rlbbo n Basin Inltlotive will provide badly 

" .. A:>; .. ~: ?_y:'",nt sU?f>Ort ,.nd facili tate the sale of manufactured 
~A.~.C~ .n the ~.S. ~~rkot. 

•• • 
~vc 

.0 • . ~. 

b. Net lncernatlonal Reserves 

As the region's IuI lanee of payments det'lc1t · 
nc ~n.tt 01'6 r~&~rVOI have dec lined sharply. Table 2 shows 

the cnd Ot 1979 and the und of 1981 net international roserves 
~r(r, •• 1 po'!tlv~ .856 m11l1on to n neg8ti ve S576 1111111011. Ovor 
~~ ~o"n:ry !n the r0810n haG leen Its reserves fnll 

~ ~: Salvbdor , :.Ic.ra&ua und Co.ta Rica nOW having subatantial 
b.i •• nco .'hl. thosu o( Gu.'ltCXM lo ~nd Honduras are fast 
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Table 2 

Net Int'1. Reserves (~!llions) 
12/31/79 12/31/80 Latest Date 

Guatemala 691.6 413.1 70.a!/ 
(2/28/82) 

126.3 69.9 
. , 

El Salvsdor -128.5!i. 
(12/31/81) 

Honduras 116.2 55.2 31.9 
(8/31/81) 

Nicaragua -192.6 -362.8 (-363.0)1/ 

Costa Rica 117.0 - 95.3 -186.3 
(12/31/81) 

TOTAL 858.5 - 59.7 -575.93/ 

1/ As calculated by the Central Bank of Guatemala. Net 
International reserves were onl~ $60 million according to the 
1M< formula. 
2/ Projected. 
1/ No data for Nicaragua are available. Net international 
reserves were assumed to be the same 'as at the end of 1980. 

c. Fiscal Deficits 

Fiscal deficits have increas~ substantially over 
the pas t three rears . Between 1979 and 1981, the canbined 
deficits of the five Central American governnents grew fran $640 
[.lillion to almost $1.5 billion. Approximately the aame level is 
projected for 1982. These aeflcits have canpelled the banking 
syatem to devote practically all of the permissible bank credit 
expansion to the public sector, thereby significantly compressing 
credit re~ources available to meet the working capital 
requi rements of the private sector. 

Faccors contributing .0 the rapid growth of the 
r"slon 's fiscal deficits Include: 

_. increased expenditures for employment generation 
in r.'ponse LO social unrest and political pressures; 

• 

.. 
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__ substantial increases in current expenditures 
relatea to the need to staff completed capital projecns, 

__ increases in living costs which have led public 
employees to demand and obtain substantial increases in wages and 
[rloge benefits in Costa Rica, Honduras and El Salvador, 

__ stepped-up security expenditures in all countries 
of the region, with the exception of Costa Rica, and 

__ reduced tax collec tions, including coll_ctions of 
income tax, import duties on non-essentials and on coffee export s 
(the coffae tax is graduated so that the rate declines with the 
price of coffee, moreover, Guatemala has lowered its coffee tax 
rate schedule). 

Table 3 SURnsrlzes the region ' s fiscal deficits: 

Table 3 

Central Gavt's Overall 
Budget Deficit (- ) 

--r>79 1980 
(SMillion) 

1981 1982* 

Guate<:IBla -148 - 368 - 698 - 453 

El Salvdor - 24 - 199 - 191 - 297 

~onduras - 74 - 193 - 196 - 352 

N ca agua -125 - 189 - mY N/A 

Costa Rica -269 - 328 - 105.Y - 10911 

-640 -1277 -1465 -14UY 

.- "oj\!Cted 

.1 Co~vcrtc~ at tho official rate of elO to Sl, 
',", Cor.vurt"d .nto aollots at e20 to Sl (for J98J ). "i/ Coowrted IntO doJ 1.,r6 "t tho curront froe market rate of 

Ct.O to $1 (:or 1982). 
~, .. c.,t."",,'. 1982 dot C.t la ptojoctc>d nL 5200 mill ion, 

J thoU6h nO data fot Nlc t agua Dre availDble Dt this time. 
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After increas ing at an annual average rate of 
5.5% over the period 1960-1978, the combined effect of the 
economic cr isis has been to halt GOP growth. Table 4 shows the 
decline in the real GOP growth rates since 1979. In 1981, the 
real GOP growth ;n EI Salvador continued to slide, Honduras and 
Costa Rica experienced nesative growth for the first time, 
whi le Guatemala ' s growth rate slowed from a traditional 6-77. to 
only 1% . 

TABLE 4 

Gu tCllela 4.5 3.5 1 

El Salvador - 1. 5 - 9.6 -9, 5 

l'.enduras 6. 7 2.4 o to -2.0 

l ' ' car~bua -24.0 10.7 5 to 7 

Costa Rica 4.9 1.2 -3.6 

*Pr03ected 

o. Plight of the Private Sector 

Tne pr vate sec tor has trad itionally played a 
GCf ... r..Jnt ;010 ,n the Cent ral American economy, accounting for 
B~. <0 90~ 0: the total value of goods and services produced. 
Since :979 , r.o·.~ver , thure has been a sharp decline In private 
Inv"woncnt _ctl vl ty . According to available data, between 1979 
.r~ _9&0 r,,,: pr .vate invescncnt declined b~ 24~ In Cuatemala, 
39'/. In El S,,~v,.dor , 45? In Nicaragua, and 2~ In Honduras . In 
:9~_ II~ditlo".l decreJses are expected to be about as large as 
'nose 0: 1 ~.0, whi le no recov.ry Is expected In 1982, 

;,-," ;01 owing Jr. lhe major fac tors explain ing the 
o. it.Lu of tho pr v to Invc~CT~nt climate ' 

. ~~ r ski rl , . ' from the uns lablo political 
... . tl,. tio:,\ .:Inll er.o .pre:oJa of tt"rrorht oct vit)') 

• 

. . 
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__ acute shortages of working capital arising in 
large part because of cancellation of foreign lines of credit 
irom path corrmercial banks and suppliers, as well as the acute 
ioreign exchange shortage resulting from the balance of 
payments deficits . At the same time, the domestic banking 
system finds itself unable to replace the forei?n lines of 
credit as it must accommodate the public sector s substantial 
deficits; 

contraction of the market, both in Central America 
and abroad . In the cas · of the latter, the aepressed prices of 
cofiee, cor ton and sugar is a major contributing factor; and 

__ in some countr ies, a lack of definition with 
respect to government intentions has also discouraged private 
nvesanent act ivity. Tnis is particularly true in El Salvador 

and Nicaragua where th~ scope of activity left to the private 
"Cctor i s either unknown or has been unduly restricted. In 
Cos ta Rica and Honduras, there has also been growing concern 
with respect to the increasingly dominant role assumed by the 
30vcrnment in the economy. 

2. Tne Role of Int ra- and Ext ra-Regional Trade in the 
Economic Growth of Central America 

The establishment of the Central American Cannon 
turke t (CA~) in 1960 prOVided an important stimulus to the 
rUblcn' s d~ve opment by creating a region-wide market. 
~rornotfng economics of scale and encouraging investment by 
fore ign finno nterested in taking advantage of the broader 
~~t"ct protected from outside competition by the Cannon 
External :ar ff . 

Between 1960 and 1968 , total intraregional trade 
~r"w at an average snnual compound rate of 294, while value 
"dded by the m.nufacturing sc<tor increased at an annual rate 
oi 0. 7% in real terms and pr ivate investment spending increased 
by 7 . 6~. In ,booluce cerms , intrsregionnl trade increased from 
only $32 . 7 m 11 on in 1960 to $1,160 million in 1980. 

Tne close interrelat ionshi p between intrsregional 
trnde and the growth of the ~~nufncturing sector is further 
dc.~nstr. tcd by tho fact tho t approximately 8rt of total 
ntr regiona trade cons ~ LS of manufactured goods . This 

• ~~"."nts 631, of Concro, A:norica ' S Local exports of 
~un~!Jcl~rcd produces . 
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Although the CACll has made a significant 
co t r 'bution to the region's development, certain structural 
we ' e.,s s have become increasingly evident. 1bese include the 
p arnot 'on of 'ndustries ¥ith high import coefficients which are 
not well suited to compete in world markets, the encouragement 
6 ' ven by tne t riff structure to assembly-type operations, and 

amotion of lLlport-subst itution activities in preference 
o those Ot' nt ~q towar the world market. Afeer two decades 

of ev opmen b sed , in p rt, on the protection provided by 
ar'-f structure , the region now confronts a situation in 

w 'ch me t of the e sy possibilities for substitution 
' ~d' strie hav been exhausted and many industries dependent on 

r f ser cture ar inefficient and costly to support. 
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irnpler.~nting a strategy of decreased dCFendence on the exports 
of tr di tional ccumodities as well as helping to t urn the 
indus~rial sector from its narrow reliance on the CACM toward 
tn world ~~rket . Such res truct uring . h~_ever. can only be 
achieved over the long-tenn. 

The most urgent Brd iumediatr need is to provide 
anorgency roreign excoBnge crOOit to finance the impertat ion of 
r w materi Is and intermed ate goods. with priority to be given 
to the extraregional export manufacturing sector. As will be 
sh~"" in the econanic analysis . the current backlog of 
cns.tisfied demand for this latter purpose aloue is estilMted 
at $220 to 5250 mill ion •• -hile rhe total annual demand for raw 
materi Is nd intenr~diate goods (&lso Cor the ex t ra-regional 
~port manuf&cturing sector alone ) originating In eligible 
'ree-world countries is estimated At Ilearl y 5200 million. 

3. Pro ject Ob ie:ti\,c_ • .,ld Ratlon.le 

The ob;c'Ct>ve nnd rntionale of the proposed 
projc'Ct o1re deeply rootc-d In the close tulaticoshlp between the 
n~~-trudi tlonJl export "ector and the economic development of 
h~ re" "',. Tne l.ck 0: credit and the SI,Dsllquent inal>illty to 

" nJnee production and trade has had. abler(' Bnd negative 
of cCt Or. the C/o.I::'1 . For xca.pl o, in El r "l"ador more than 100 
?iJnt! h~ve been tore~d to close dnd in vutt~~la unomplo~~~~ 
.. ;.I ~rO'..J1r~ ., l an alarmir't; :' co. If this situation contJnuos , 
It cen only n cnsHy eX s tlro; polt .·,Ieal p;cblcms and creat o 
condi t ons which wi 1 ~~k. l ~ven ~~re dlfCIcult to design 
, ; fcotlv". 10l\3or-tonn ssi s t4llCe pros rB!IIJ to sthnulnte 
uXt~ar~slonal exports .nd encourage foreign private investment. 

7'1~ projll,;c~ I choro(oru. is l oon a, a lllOon& for 
r., ·.pl to br iO"., t .>e !lop bot"""n tho . It uatl,," c reatod by the 
c"rr.r.: or Cis "nd Lho ti:::u "hon the «onomlc 0",1 polltfcal 
,.c~e '0 It b i lzod "no a roturn to comnerclal opcrstlonp 
,",oolvlr" ptlvot Invcs C1J:nt .lnd "xtorMI sourco. uf cr~dlt Is 
.• : h. cvc'CI . by provld 1\1 rusourcos to rovlt lizo 00 . ulLlJMtely 
.0 ,x~.,,,,, .n" uxporcat on of non-tr&dltlonal cocmodltlas . the 
.roj(·:t 01': nolF r1ld~" ~he poli lbil ILY oC the v.u !ou. 

eCI.!'.:r • !o,: !r,,' dov~ , opcr..,nt oppronche. which tqll llls I te 
'.:: • n Lon ... C(XlCorr., a:AI prior l tl. c to the Kcl ualon oC 
bro .... : r."6jon,,: obJC'Ct. YO . Tho .1Yallbbil f t y of projt'Ct 
: so .. rc I 1.1 • 4:.0 r IIICC' the contl nUl.oci d"i' ndeneo on 
-;.>d Lon: , expor t s .ne ~ , vulnoubillty to ux t rMl IIII'Irkot 
:oreo. h t tr,4l'O I'IPrt:o.... hg~ ont., : 1. 



Finally, the project recognizes that the Ilbility 
ni the Cl~nuiacturlng sector to take advantage of trade 
liber l izat ion nd invesonent incentives offered by th~ United 
Stat es as par e of t he CBI , or to have axeraregional e):ports of 
non- t ':aditional goods becan! the key Unpetus to rene'.ed growth, 
~comcs dca~~ ' c unless ~he private i ndustrial sector can 
i urvi v~ the current eri s's . The ROCAP-financed private sector 
=y ni"hlighe<:<! ehis """"ern and identified the desperate 
""CO 'or credit nd foreign exchange as critical to their 
.::orts i n th •• regerd. rnc proposed prvject, therefore, Is 
ulso a.slgned to address this requirement by providing credit 
~nd foreisn excn ns to Clee t tho present crisis and , at the 
So:',e time , establ ish an export fund which can help meet the 
.or~~r range d3n3nJ5 for export r!nBnc!'6 50 that the region 
c.n tilka 1I'..1,lr.l<i. advantage of the sp<':!Bl trade preference 
... "\der the CBL 

~ . R.lationship to the CDSS and Regional Priorities 

In its most ~ecent CDSS . the Mi ss ion discussed the 
~~~n tude of the current .conon c crlRls Dnd Its Unpllcat lons 
botr. :0: intr":. lonal trade bnd the formula tion of a new 
cevd_Of"lUnt .tr"te;;), b4SCC on extrD-res;ionol exports of 
~-.r.a .' o~ 1 commoditl~. . The problem created by the crisis 
,~_ l>..n cor •. ,l>t~nt ly ;vcoi)nlzed by the goverrments of r.he 
Co;ntro" "'0): c~n count: es .s one which should not be affected 
_/ po:.t •••• d.:icrence. . In reseon.", periodic ~~e~ ings of 
:i:. !' .. n •••• ;s o. EeOnlr., and Cont.r.l Bank Presidents have 
"".::).r." tho •. leomat VOl and r,ave ropeatedly emphasized that 
thu' once o. /,.y:r>(:nti nd Intr rcg on I trode problems ore 
rha tOP p:lor t 4~ "hlch Clun be addreRSed . 

~ltn nth. context , the CDSS concluded that the 
r. ,or,.t •• bJr • • r ~ ~nco of poyc\cntl a,siltonce to 
P:CV.4 tr ~ •• VJtt ~«hJt.ctur!n& and agr iculture sectors with 
o •• n ""cr .• ' . r ulr<,Q to c;>Ort ollontlo l rO·.lIIIIterlals , 

.r.: •••• to ,,0006..rod p.:.ru p.:.r tl InUi t bc a priority {or U.S • 
.. ..... : ... :-':0 to C •. Y "'1.1on In f.ho short-torm. "rho propoled 
:0._ t ·<.,N'~. d rcet:y to thl. conclusion and lupports the 
; ;0: •• o. tl\<: Contr • • ""~r Cbn countries to begin o\'ol vlng • 

~~~ ~:o*~h acro:osy . 

-:: ~ro' I 41 ~ con.,iltonl with tho brood~r • 
. _ object .\'." c! tho 6/, My tltlbnclnp OXportl _ohlch 

:n ! ru! r. ~chJ Do t proJect.. 1 cr •. ll n revol ving fund 
... h \Iii... ~l" nco \:)(,,0:1.: .1 'nt.o the: futu:", thereby 

;>: v.d.r. ro outeo.·o .. ht tho r.rlv.t. Indu.trlol .oc tor to 

• 

http:proje.ct
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t"kc IMx imun "dvantage of the trade opportunities the CBI is 
expect.o to offer . 

5. AID and Other Donor Assistance 

The proposed project represents the principal 
r;ort planned by ROCAP to provide assistance in addressing the 

cerrcnt economic crisi • . A smaller . but equally important 
ROC;F activ ·ty. which complements t he credit orientation of 
this project i s a grant to the World Trade Institute (WTI). 
~nat project is designed to assist the Central American private 
Indust rial sector to Identify the oppo·<tunitles avaUable in 
the U.S. market and the local products snd Industries capable 
o· taking udvantage of those opportcnitie • • As appropr iate 
products are ident ified. funds from rhls loan wil l be available 
for pre and post-export f inancing. 

Through tho bll ateral miss ions. AID is planning a 
~~jor o"ort to assist the region 1n addressing the b.lance of 
?,..~nts cri_is . roo prur.ory source of this assistance wil l be 
S, :undo. pnrt icularly the $216 million of the proposed $350 
.... lon .~,.,p:c::-i\.:nt...t~ :y ~9.92 ESF request which is planned for 

c.::.,:._ ;.;;~r.c". These funds wil l be used for purposes s imUar 
_ tr~sc of th.s ?rojcct . but will not necessarily have the 
r,r,o .oces on the export "~nufacturing sector. And . altho4r" 
tho ::sF fwtCs _ •. llM'e J significant contribution toward 
;.n"nc no thu c~isting dericlts •• large gap renains to be 
[,lIed. .~ "not intended to fi l l the gap . thi s project will 
_CC!?catent tr., o,her ~ •• istance be ng prol'lded . and the 
-, ., v. r.;; fun¢ it creGtes will mUl t iply Its Impact for many 
y'<Ju: ... . 

.n arr ... t on.1 donor Buist.nce to the manuE.ctur
.r~ ,",to" c~ pr~~rl~y from rhe IBRD and IDE . both of which 
wtc p' Jnnlng .ndustrlsl crc~it project s to mos t countries in 
t t,o ;:\lolon. InfonT..::Jtion d Va lablo . t this tllllO Indicates s 
? n~ . ..... lovol o· UJ> to S 70 mil Ion Is be i ng considered for 
•• ~ro;<>Ct (co Anrux I for detail) . However. those projects 

.. : "'~~ . h:-': to f! r,uncL' ~.I'd un und ong·tenn Jnvcuaoonc . lind 
w; "t .n: r~,~ to uddrc •• the ~hort-tcnn neods croated by the 
-.·:o~,: cC ncr!c . itUJ tlon. t;onotho lull . this pos i t ion Is 

• • · .. 
• I 

:,-c:cr.~ . c": d .n t .. < co of ,on Indult rlal devolopment 
1:13 . ..I.~nlr·.n Con,. f.lc... nd othor projtc t6 olso 

~.:4 . flod to bu t ,; rc.pon~l v to th cr! h. 
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B. Detai led Project Description 

1. f2.a 1 &nd Purpose 

The goal of the project is to reduce the balance 
of payments deficits in Central Auerica by stUnulating 
<xtra-regional exports through the provision of roreign 
exchange to import raw materials , intermediate goods and spare 
parts. A revolving fund wi l l be created anr. will be 
continuously replenished because all repayments will be made in 
hard currency , thereby providing a long-term source of foreign 
exchange for the pr ivate non-traditional export sector. OVer 
tiD',e , thia fund is projected to grow and, as the value of 
exports increases , it wi l l help to reduce the balance of 
payu~nts pressures . 

Tne purpose of the projec t, therefore, is to increase 
no~-tred itional exports to markets outside of Central America. 
AS production increases in response to expRnding exports, 
enplOYC''''nt opportuni ties will increase generating a significant 
'r.cane effect:. 

2. Beneficiaries 

In general terons , the private sector will be the 
benefic 'ary of the project . Within the private sector, project 
b¢neiits will accrue to three groups. Direct benef iciaries 
inc" ' •. tho manuf.ctur ng .ector and other non-traditional 
producers wr~ expor t to hard currency areas . With the foreign 
cxchungc prov ded by the project , they wiLL have the means to 
cont nue produc ng , uxportlng and generating income. A second 
;ro p of direct benef ici aries are the individuals employed by 
the export ndustries . By helping to maintain production 
ievu:!, the project will also hove a positi ve Unpact on 
~~ oy.ent by cur tail ing the regional decline in the demand 
for .bor . Th" economiC analysis in Section III.B.2 , below, 
. ~c:udes a dcto ed cx~ina:ion of the employment effect of tho 
project . 

!nd rectly, the projec t has the potent ial to 
~n"f t the ont ro export •• ctor . By reducing the balance of 
.. y""nc$ riot c. t •• ,M , elY'refore , p rt of the pro58ur. on 
,c~rcc r..e onu' re~erv •• of (orclsn exchange . it will be 
poI8 . bl~ eo ur.u those reoourcol LO flnanco Int roreglonal 
trud.. ~;or"ov"r, ." prOduction UM oxtr~ro&lcnal exports 
nC:OOiu , tho voluo odc~d by rho ~nufocturln& Goctor wIll 

http:SectionII.B2


I I 

generate foreign exchange add itional to the mounts required to 
f nance imported inputs . These additional foreign exchange 
~arni~s can ease the curr.cnt constraints on intrsregional 
trade financ ing. The vailabi11cy of resources to finance 
intr regional trade .~uld help to eliminate one of the 
principal constraints to stabilizing the CACM which. as 
n:ocunsed .bove. is-absolutely essential to the long-tenn 
viability of the industrial sector in Contral America. The 
extent to which indirect benefits arc realized will. in part. 
depend on the impact of the project in add ressing the current 
cris s . In this regard. the long-term nature of the project . 
Il'"de possible hy the revolving fund it will create . 
r. i ~nif cant It toptoves i ts potential for ptoviding these 
r~ r~t benefits . 

3. Projec t Features 

a. The 8orrow~r 

,n., 8"""0 '.8tlno",,,ri08no de Exportacion •• 
(BJ,l);;);) ~':l be the :.J:r ... or undor the proposed loan . BUIlEX 
. ,) .l (..,Jt n A.,..or lc~n ~r.h . :"dch is h~ndqullrl/.H·~ in PanltM (sec 
Sec •• on li •. D. r. tit"t ional An.lys is (0' dotails) . It was 

".1.:1o. 1.1.'I.. olS ;o.y .~rro"'cr (or two relUjonG: f i rst, tho princ ipal 
(';:J .. ..:!;..V .. ot .. . ·..Ji~. ~- to pranot lAn n HrICtican exporl s, 
?r~= .. r .. y oi nvn o tr..d.t1v".:.1 products .- coi""iaes "ith tOO 
'-""ur~/!r." object JJ ~ tho projec t; and . •• cond . i" a brief 
t:, ... lpo,n, BUIl<:X hJ. u. t.bl .. hed on efft'C tivo mechanism for 
ool'vor ln., 3hor~-tdrm c"pitJI to clionts in tho privato eKport 
"".tor who con.r rule tho ~arge~ group of this project. 

b. ,,'Mt tr.o ?roject will Flnn""o 

In I. ht of the curront economiC crisis and 
hO,e"Ju 0 foro Hn ",.hul\\o. tho p, invtry focu~ of the 1000n 

... : w to !fr~""u tho .o,utlln .KCMOiIO c ponene of work ire 
c .~ . : ... ! ruc;u ;"(;d by ! .t"' ... :. n t.he Cciltt.11 rtc4n oxturcglonal 
lIOn-a .... t,O:-.: o"i""t "",tor to IClport needed rAW IMtoria1& • 
• :c. -Hnl hod 0' Intor.le l.,t. ·~fi. and 'pa'. pDrt. . Thh 

•• n.nc.r. w:: bo provi,," In eho fortll of .horr -lOI'Jl advoneo • • 
W .••• " .lCCOP' """' • •• ",d/or UA.neo lotler. of cre'<lit. in ollCh 
I;: oJt.!: f or IJ~ lO 100 C,,),., 

Aahv 
.. . . e} _ en r ~o.c 

.. :t Q, :'\u!4Ctu!"inc.. • 
:-oOr,-tt,d . or~ QXpo:t il 

h t Econoc>ic An. ,ly.! . Coco Soct lon 
lor tho ••••• on • I tqpor~. by tho 
'. tho ~ .. )or c .,,"nont of 

uKC lid. tb. ovon,:'I. lupply o( 
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.. :.., .. 

foreign exchangl.: for thdC .urpost:, 1o:lr, :- l:.".o .. wili. aho be used 
to provide shore-tem cn:di t S (U? to ~e(j .... y .• ) ":.:- '-<. .ii:-iJXpOrc 
financing, co bridge the gap batwt::. t.'::.\.. 0.- _., i:=-;..Jnt ... 
payment by the foreign buyer . No::;:·_::/ . .... -I.' - . . 
provides the producer with ':':I,.:O~: ': .. :. ..~ . ... ~... • ... Q 

FOB vul\,,;c of the e},'P" ':'c~ t.~ ~. j.. ,J I,..ot 1 payment is 
rece yea f:o:n the ".luy..:-:. -:-.: ... _: . , .• c.eo:". 'lmds for chis 
purpose: w~ ~ ~ De : i!r.:..tl".~. ~.,,"'.:v~r. because this f iMOC 1118 can 
often perul!: dn ~~port~ to offer incentives to a buyer and, 
therefore. c n hel~ no~·tr"dition.l exports from the region 
ga :n a needed ioothold n B new marke t. availability of loan 
funds for this purpose will contribute significantly to the 
objectIves of the project. 

A f nal use of projuct funds will be co 
,n.nce ced .~·terr. loans (up to five years) for capical 

Ur.?rovemcnt~ p:.nned by export Industries . Durin& che flrsc 
c..., ye,r.; ot tho project. loan funds will not be used for chis 
pu-rpose ~,:\CU 6.Jt:lf.iY!"b chI.! dU"Mnd for short .. term requirements 
~ . of t.,p priorlcy . "" the revolving fund gcn.r.~ed by the 
~tcr,"e ruee _proud be~ n. co grow. ~ver . the •• funds will 

be CS'Q for .L~;ur.·t"nn loons . .~on projecc funds nrc used for 
eh ... )ucpo'o •• ;;J)EX w, "pply lIS u,,,,,l conditions Rnd tonns • 
. nc~uj n; Clio ~1.!t\At:h "f cn(; 10lin Met the interest: rnto en be 
c.h.l:',.,-oC. r.~::.A fltrl.: .. ~y ruKes mcd!un-cerm lOllnQ nnd is 
c.,: . ne~y fo wing a po q r,f IMlntolnln& • r.tlo of 52 In 
.to: r.t.:: "cd t. !or "vo:y 51 In ~Iun·tenn credlcs which ic 
•• e.nd. . Tho S;;J)EX po~ cy controlling chi. raclo which i, In 
u fcce tho c.:=.o pro ~cot fund, are Uled for ~iUll-tera> loon, 
loll : : be loilo .. ,~. St.\l)EX will ,ulml t cedllll1 tem lending pl.n 
co A1D bdtore ~~klna such loans. 

c. EI~lblliCY Crlterln 
L< Ir.: ,dterh lInVl' been kept ., .llI1ple 41 

"'" ' :u n r" .r to Nlnt,dn '" xl= flexibil ity .nd •• cure 
:h.t r:o_~ t iuno . oru dl,bur,cd 01 quickly ~,pols lblo. :our 
_l.~e :.tur" w 1 .pply In ell co.c. Involving pre·expert 
'~-~ r"I(t ... · .. ·· .. ··v· 

1) ~t c ml~rcl.1 bAn. r quos I IOS project 
• Cl ••• A or 8 .horeholdur In 8LADEX, 

') r, nd ... .u,t •• ,'11 to IlrjlOrl r/iW 
~ ..••• " •.• r.t.r. ••• xli or ,~,ru p •• r,. ncudtld to produce 
CX~:: c .T.' .t us ( :~ ... ( •• plt •. ,or loeal curr~nc:y 
ro ",:0:: ~.: w _ ~ not bo !.r.iocc.d W I h .. ,oj.c I fundn); 

• 
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3) Th. i nol borrower ..... t bo on .xporter of 
"".nufac ture<! boo:ls or non- t radltlon.l asrlcultural commod ities 
with . n empha is on """,I .• Id lIIe<!ium sl:~ . labor Intensive 
~~cerpr i~u , w th , snl f ~bnt backward linkages. Tho only 
oX rt proecct. wh ch w 1 be exclude<! are traditional prilllary 
. xpor t produc t s such as sugar. cotton . coffee. banana • • bee f. 
dtc: . , lind 

q Tho commod I ty produc<'({ lIIust be (or export 
to n.:trd currencj.' Rreas . 

'~n project funds are u.ed to provide 
export f n nclng . only crIter i a (1). (3) and (4) will apply • 

• :'1 ':OJ:.~," .. hurt: the ro is n ques tion a. to 
,~. eL.&l b, li ty of 0 .. _ .u ~ ... turor . K J\D£X will bo the final 
~_~. .., en . n .• NI . y.:. or cho I nn and the eommodlty being 

,,;oc we ... -e. 

" i.n.1 erl t .r on co w ,.pplled re la tes ro 
~, •. z. of lo~n ... ~. t o tho f nal borrower s . To a.suro as 
.0 . p'.dd covor~o as POI~lb:o i or project lund • • a mnxu.um of 

S • • O "" :: U)II w . 1 be It bl! .hod (or .. ny .Inglo lOI1 n to a fina l 
~. r or .. t ••• xpctt.od . hcuovor. chlOt tho IMjorlcy o( tho 
, • to i.n. ' borro •• . w. _l be con.ldorably ~llor . 

.• J\!), lI<n:, Io'h lch .ro dol!aMt ed (or 
.: ••• j:o,t.o,. ncr ••• r ...... n BlI. ln InlUnt vo (011 ) will be 

·l~. u t ( •• cip.c •• r. tho proJ.c t . AllO . rathor thon 
4_:oo"t . .. , .<I>C on. cO<.Zltry-by-count ry buh . projec t 
: .~c.~., be ~ .0 . val .blo on • Ilr. t COOO . ( Ir. t sorved 
bJ : • • he, ,.~. to oo",,,(t tNt no OM count ry obc.ln. nn undue 
.' .ru 01 0 r • . ....., •••. IX i :.-. _ 01 OtW-third of tho AID 
C(~:: I ~' ,on to .ny .~ C~try will ~ 1~lod durin t ho 
.. r.c yo.,r o. ,/wi p:oJ c. Att ", •• rd • • no .MUIII 1l1li r. will 
bo c;>OM . 

d. Tho 1Ar.d Il!l 1'AClwnlc 

. ) •• t FI.."1CUon. 

ihv ?roJ'~t wi I util I' t~ IcndfnA 
:: -lwnlJ;> .. Ir . .ely ,·.t~b1..h41d within HI . X to ( I r""lC: ~ 
r."'r.-' ~f I 0. i '.n I... ,e n ,,!Iff' t . 'In~ It ..,111 not d port 
" I! C/JIIely (r " /'JOn: .ily • c upt.'({ 0"" pondmt b.,n Inn 
,.~ ..... r I • in tnt' I\- ' .11 tr~" . 

• 

I. no C4 " 01 ,.rD·.·.port tIMnc l~ . tho 
.,. r.(.". to u" .,. n ftt I 

~. • A ('.cncu!" rlc.ln 
r ".. '-At)' :0 fu.td .1n 

• du. e,y ~/ tlAllt, to tho 
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.U9p!lor. '~or. the expor t ordo r is ready for shipment, the 
procc-<!ure is r eversed! F.1.AIlEX receives payment directly fran 
tho custa:>er . dcoduots tn~ I<l'ount which It loaned for the raw 
_"turi Import, nd t~n fONard. the balance to the 
oanu!Rctll:.r (thiS ass"","s a SltuAtlen in which BLAIlEX wishes 
to "XC rc so full contro over loan and export payment 
proceeds . howevur . the 8an~ determi nes the extent to which It 
.!: excercls. such control on a case by coso basis). It Is 
Car.?OOS8tj~~ f nonce because the ~~nuf.cturer , In effect, uses 
.;,. h rd cununcy earnings fra:> the exports to cancel the 
obligation incurred by the imports. 

Al though deta ils may vary fra:> cose to 
c su . the oD •• ntl.l fe ture. of each ttansactlon will be the 
50:::.1. Uiu.~ly . the pr nclp,"ls will be. (1) BLAIlEX, (2) an 
eUa!b e ccmr.orc .1 bank , 'the danes tlc bank", (3) a Central 
A.."'IJr e n C'..snuf ... ccurer 6nd cxporcor. "the Mnufaccurerll

, (4) a 
torulan s1..llpl or ot Il:Iports referred to as , "the supplier", (5) 
tn~ torulan buyer of the Cent ral A.~r lcan ~~ufactured good. 
ro urred to os, "the custar .. r ". and (6) a foreign bank 
.. rv c ~ the needs of tne suppUer and the cultaner . 

• tYP ca 

, 

The ollowing i l a Itap by step sunnsry of 
t~·.nsactlon: 

_ Tho tl.Inuhcturor raquest. I dem .. tlc bank to CipOn 
• lottor of credit fn ' .vor of tho .uppllor. Tho 
luttor of credit would be conf irmed by t!>ll Corelgn 

ok. Tho forolgn bonk will havo a prcvl~JSly 
n.ootlatc.d loIIdorot.ndlnt; :11 th BLADEX loIIdor which 
BLAIlEX will pay tho (orolgn blink undor tho tOrmi 
of the .ttdr of credi t. 

- Thu r.~ ~~torlill and/or IntormedlAto good. oro 
.hlppc.d to t~ ~4nutlCturor eg.lnlt tho lottor oC 
crO<!lt .. 'Id 81J.l)EX ~4~e. pIIy.TOnt to tho foro lgn 
o.n~ .• u.ultanooully cr •• tlna • lOin to tho 
d_~tlc bonk . 

• .... tor tn.. &fIOCIl no produced by tho ClIInuhccurcr 
,.,,4 orc '."~y (or .hlpJAint to tho cu.tOlllOr, tho 
~ "of cr t could be .xtonded Int., the 
po.t ·.hl~nt philO , (noroll.ry . 

• ~ :0.0 hlpt'< " t (orolgn cUltClllilr ope", I 
, tt.r of t. It thr~h • /oro l8n blink confirmed 
by :hv d t C b.>n. In flvor o ( tho 
;.Anu(.ct .... :. .""n Ihlpplll,\ c!ocUllllntl Itt 

, 

http:stepltmn.si
http:etals.mayvary~f=.ae
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prc"ented, the for,'lsn bank will be In.="ucced co 
('ul t:ct p4~r,t Z(an chc custal~r and forward the 
p':')'inenc co !~.J£X . The uso of II lector of credit 
'""" d ba dul;onnlned by the "",nufaccurer, and the 
••. n"facture, and custlXllOr would acknowledge that 
1It...)EX she d receive che pa)'lOO ... t. 

• BLADEX •• ~n receipt of the funds, will deduct tho 
;;:oO"nt duo IILADEX , and forward tho net wount to 
the "e.~t ve ccntral bank which. In turn would 
io .... a,d the local currency "'lui valer., to che 
da.cstlc bank , which would then cr~jlt the 
a-Anufac turer . 

• 7n.: Il"Jnufoc:t.rrer w 11 be paid in local currency, 
w cb tt. :orol&n excnango "'lul v.l.nt accruing to 
cho 'OSpcctlvc ccntr I bank . 

2) 1W~.tlonlhlo of the LonJlng ~locnMlsm to 
Forolen l:i(diil!l/lo control Sy.t ... .,. -

Lnet,)t tho ilbovv~t.tlCribed D'le(hanfr:cl , 
~Ir.. .n,; 'or :.,. ~.Jter .. I lq>Ortl .lnd hard curroncy 
CO::CC= OnS w •• tu.e p:o:~ ouclld. tho (oreign exchango 
~""~tr , ... " .... 0: the CenLral ""'.,.rlcnn count rio. (1.0 •• BlADEX 
.1. "up..~~ foro the not (ordl n oxchal\110 proceed. a r. 

:":;'.t .0 r ... · c>yortur'. centrol nk) . ",1. I •• ccmnon 
t:;;n, .. ,etlon n .nturnn or. (I""nc ... nd don not nonMlly 
C'Mt: ..... u:H: :r""" .or01 n uxch .. "rCldulat lonG of mo t councdaa. 
no •• v.t , •• th t OniOC of ( ftDnc 01 d Cfleultle., sovor. l 
c..ot: I ,t,....,rle"n eountrlu haVO C'OdH od chelr (oro Ian ~chango 
• ..: clona \' lell. IAlCScr • ~crlct lncorpr.caclon, coul a now 
!o:cu pr~C rop-trlorlon o( )' f~ra . . xehange corning' ond 
P" tudo e"'-l)EX :'OQ coUoctl1lf loon r. -)'IOOnc. dlroctly frCIII 
.r ... : .. : n I>;./or ~r or to fo .... ~rdll1cl t lit bAlonco co rhe 
: toet;v cenc:al bonk. 

To doter=. 110 . hac of!loCC cha •• now 
r.t h"v, 0:', th .. pror.o11ld projoct, ROCAJ> ond 

.• : ~ V!I!: ·aell of tho flY!.' CIoC'1 eounLrlo •• nd rol.f<! chi. 
•• .. tn 0 ! e .1 •• L tho c<nc:al b.ln~., In Hondurn ond 
.• c',:. u • 3:A:!:( .,1: y ;ploy ... Cat.,., .... , ! I CIMncll\ll" In 
• ~ .. r .. ".cn lLl c cr.t' olI\d, lheru(or~. tlllo '/CTO 1I"1CMnIGIII 

ir.' "", ., • by th • /,:0 oct wI! 1 not pr. ,nt., prohl"" , In r"". c .nd c...>tu:. : " ... nlor c"n"ol ,.n' olllcl.h 
l. t < I' th<. " rO<:r .fO 0( t t... , con ut II hed 

In tr.r c,..n::,jOS . to ...n(ou\~n elf '1 tgntctl. fltm{or 
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level officials were unavailable in El Salvador to discuss this 
issue. 

Subsequent to the visits to each central 
bank , th~ ROCAP Hiss ion Director met with the president of each 
cer.tral bonk on July 10, 1982, at a meeting of the Central 
~rican ~~netary Council in Guatemala. The proposed loan 
mechanism was explained in detail and th, question r.ised as to 
.~ether it ,~u)d be possible to utilize the mechanism given the 
respective foreign e~change regulations of each country. The 
answer in each case was that it would . 

e. Tne Revolving Fund 

A major feature of the project is that it will 
create a revolving fund from which loans will be made long 
after the project terminates. Three factors will contribute to 
the develop>ent of the fund: 

1) All loans must be repaid in hard currency, thus 
avoiding the non-convert ibility problem associated 
with the Central American currenciesj 

2) Tn accordanco with BlADEX policy not to subsidize 
credi ts , all loans w~ll be made at current market 
rates (i.e " the cost of funds to BlADEX plus a 
spread co cover risk, overhcad, etc . ), thcreby 
ssurir~ that decBpit8liZ8t ion of 

the initial AID loan does n,t occur, For Central 
haerica, the rate applied by BlADEX at this tUne 
!s LIBOR plus a spread of 2l; and 

3) The spread between the interest on the AID loan 
and the market rates charged to BlADEX cUents 
will be channeled into the revolving fund, thereby 
sorv :ng a. a principal source for its continued 
capitalization , BLADEX will not earn a profit 
from its participation in the project; rather, 
, fter settinr, aside funds for possible 
losses .nd administ rative costS, the remainder of 
the income genorated by the Interes t spread will 
~o to tho revol ving fund , The Financial Analysis 
in Section 111.C calculates the •• pected gtowth of 
t he rovolving fund . 

f . Co-Financ ~g Arranscmonts 

AI pro v ous ly noled , tho lack or credit from 
trud L onll rorc 1J.:.n I;ourc(u. hat: been t1 rr.ajor factor 
contr huun,. to tt.·, rccunt dt.'cl{ncf" in cvmu{{;t'.turfng production 

." .n Contru, k"r .cu , ~'11 I. thu rvOlon8 cousing lho Curoisn 

. . 
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ccamerc ial banks to reduce their exposure in the region are 
unders tandable. it is also clear that support from those 
sour,es must return if the private non-traditional export 
sector is to f i ll its role in the long-term development of 
Central America. 

In order to draw sources of credit back into 
the region. an important function of the project is for SLADEX 
to dononsrrate that there ar~ viable, bankable export 
opport unities which can be exploited oven under the exiating 
conditions in the region. As part of this effort. SLADEX will 
generate co-f inancing at a ratio of 2:1 of the AID loan, but 
will do so cautiously and in such a way that participation of 
foreign ccamercial banks will be continually encour<sed. 

A nunber of potential methods for achieving 
the requi red co-financing exist and will be employed by 
S~~EX. These include. but are not limited to : usance letters 
of credit. allocation of additional assets to Central America, 
and the receipt of add i tional funding from other banks. 

Since these methods involve the continual 
movement and rollover of funds, SLADEK's exposure In the region 
will likewise be in a constant state of flux. For example, as 
shore -eerm credies mature . SLADEX's exposure will fall but then 
:~6c as n~w credits are extended. The ~iate result is that 
3LADEX' . compl iance with the 2:1 co-financing requirement will 
not 00 • ,c., t ic concept that can be accurately measured at a 
pre-determined point in t ime . Rather, to give BLADEX the 
flex ibi l ity to utilize these methods in a prudent fashion in 
mectlr~ the co-f inancing objective, the flow of additional 
resources generated will be examined over a slx-month cycl •• 
During th s period. the amount of co-financing will, at times, 
exceed the 2:1 requirement and. at others, fall short. On 
Jvcr"d~ . howevnr . the fl ow of resources will satisfy tho 
requlremenc . A program will be developed for che BLADEX 
.crounti"l; system t hat wi ll permit the tracking and measuring 
of tnlS flow. 

4. End of Project Stacus 

The proposed project Is designed to respond to the 
;~!. te needs of tho non-trnd lt lonal export .octor created. 
Jt loot In par t. by the current economic cr is is in Central 
A.. ..... r ic.. . DccInnd for tho f iMne ing tho prnject will provido is 
r.l,·h ar.d •• • tho meehani"" al roady eXis t6 for ITOving (unds, 
d •• burlanont , oxpocc.~ to be rapid . For this ro •• on only a 
tWO YUJr 1 fo o( projl~ t I, plnnned. 

Tno prtnel "I ouq,ut of thu proj.et will bo tho 
• .c"b UI ~,nt o( II rova "il1;\ fund .,hich ~f11 IX' e.'pitlll hed by 
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the 10Bn Bnd replenished through the hard currency repayments. 
Since mos t of the leo1i~ from the fund will be for short-term 
purposes. ref lows wi ll Degin within .ix months after the first 
loan is made . By the t ime the five yenr grace period on the 
." D 10Bn ends in 1987 . the fund is projec ted to grow from the 
S25 mi llion initial capitalization to as much as S 50 million. 
\,nen the AID losn is fully repa id. the fund is projected to 
have a balance of S 69 million. 

An important feature of the project is the 
requ rement 'or co-f inanc ing at a ratio of 2:1 to the AID 
loan. As a result of the experience from providing 
co ~ f nancing privat~ commercial banks are expected to reassess 
their cur rent poSi t ions regarding lending in the region and 
gradually begin to increase their exposure. 

The project ",ill alRo have a significant impact on 
umployment n Central ~ricB . It is estimated that 22.000 
jobs. ropresenting ~t of tho industria l labor force . will 
result from the Increased production made possible with loan 
tunds . 

" Mlly . WIth tho funds provided by the project . 
tho ,r."nc,l :,c'Pport w lJ exis t (or the region to beg in roving 
.. "Nay :reel un ~m?Ort Dubst tut ion duvelopnent strategy toward 
oe .• \);j",-", :.or. on the expor tation of non-t raditional 
c""",,.odit.co . 000 .I~n or tni. challjle taking placf will be 
non-trud tlonal export. "ccounti ng for. grg.ing percentage of 
~c. _ exports from the region. 
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Ill. ?roject Analyses 

A. AccLlllulated Unsatisfied Ile!nand 

As part of the intensive review, the Mission has 
undertaken tWO types of denand analyses : an estiDlation of tho 
current unsatisfied denand for foreign exchange to finance 
needed imports for export production. and an estiDlation of tho 
19S~ import requirements of the manufacturing sector. The 
economic analysis, below, covers the latter analysis, while 
this section examines the fonner. 

During their vis i ts to the various central banks to 
discuss the lending mechanism of the project and its 
relac ionshlp co foreign exchange control regulations, ROCt.P and 
BLADEX porsonnel also discussed the question of unsatisfied 
dC3Wnd for forclgn exchange to finance imports wlch central 
bank and local cannerci . 1 bank officials . 

Alchough no hard daca wero available on this specific 
quest ion, inforo~tion was avai lable on the total backlog of 
foreign exchange requests at the respective central ban~s. 
While these dGta included requests for foreign exchange for a 
variety of I~~rts. and r~t jus t those ne' 1ed by tho export 
aector. banking officials used their .xporlence with various 
typos of import dar~nd to arri ve at tho following .stiDlates of 
current una.tiafled demand for raw .,.torl.1 imports for 
~ ... nufactur lng fi rms exporting outside of the 0\01: 

• 

eosta Rica 
~lc.r.gu4 
Hondur •• 
El Solvador 
GU8Canala 

Totol 

550 mUlion 
S60 mUlion 
Sl5 mUlion 
S50 mUlion 
S60 mUlion 

$235 million 

Tho i gure for Honduras 10 significantly below tho 
orh<.r counrr o. bc>c"u~. rho Import cODlponent of tholr 
uxtrdreg onal export r.~ctor I. low. Tho DIOjorlty of Hondur •• ' 
u< rt. o..t.ldo th<. 0\01 arc wo<>d products such a. furniture 
•• nd pro-cut Iu::ber . For this r04l0n. It Is expected that while 
tn. Honduran dar~nd for pro -oxport financ ing will be limited, 
thu dunand for POlt Qxport financing will be ~h greater thon 
th,'t n tho othor countr v, . 
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B. Economic Analysi s 

Tnis section cons ists of three parts: an estUnation 
of the fore ign exchange required by the priyate manufacturing 
sec tor-- the dominant component of non-traditional exports--to 
import essential raw materials and intermediate goods, with 
special at tention giyen to determining the magnitude of the 
requirement of the manufnccuring sertar that exports goods to 
.outside the CA01; an analysis of tho possible impact of the 
proposed project on net exports, GOP and I!IIploytnent; and an 
attl!llpt to show that, according to ayailable infonnation, the 
i nerease in the region's exports of manufactured goods made 
possible by th is project can be sold in extraregional markets, 
assuming that Central Amer ican manufscturing production remains 
price-competiti ye and that the priyate sector will pursue a 
successful driye to export non-traditional goods to new markets. 

1. Tne Resource Co 
n t discuss on of che macro-economic situation 

n Section II .A.l. aboye . the existenee of a substantial 
~11anee of paytnents de ficit for the region, equal to a~.t 
$800 million in 1982, was documented. While no projections 
hoye been made beyond that year, a significant iDlproy ..... nt 
connot be expected unless either the prices of coffee and 
cotton recoYer s ignificantly from cheir pcesent lows, or the 
s t.t~ or y 0 er.ce is ceduced to the point where foreign lines 
of cred t can be rees tablished ,nd "ntrepreneur. decide that 
moderniz.tion 000 plant expanfllon can be undertaken without 
UUUt,.1il r'isle . 

Table 5 develops est ima tes on the total 1982 
impor t rL~u roment of raw moterinls and intermediate goode of 
~h~ ~ntrJ ~~r ic~n ~~nu factur1ng sector, the value of this 
toc., l "xpot ted to be imported (rom eligible supplier countries 
(A II Cco,;rbph c Code 94l) . and .lso narrows this latter figure 
to dont ify the value of theso iD1pOrt. required for the 
producl or. of ~nufdctured Coods destined for export -- i.e., 
tho dc:~nd wh ich project resource. will attempt to .atisfy. 
7(. proj."t ons are 1>o6c'<I on 1918 data , the la.t yeor for which 
co:. ,.tv L ,:ure8 arc available, URinS centro 1 bank projections 
. "~d othor iactors to alia. for price change. co ar riYe at 1982 
ii~uros . (The mothodology usod to nrr ivo at the.o project ions 
IS outli nl'<l in dotall in tho r oo~notes of TobIe 5). 

Tho an.lysis show. rhal . In 1982 , tho rogion's 
tX1 'I ; ,n'ji.lcturin~· .4';tOr wf11 ruquire hnportR of rnw 
• lor .a. >.nd ntecv .. '<I,"lO goods yalued at S2()1. million to 

. . 
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tSTl I";'T( or 'Oi~1. t(tITUt. s.,.-.[F.IC1.N I"'PO~T ~(~UIP'U~[NT 
ro~ ~I.V r;.it ~I;"LS ;'I:D INTEM£O I.:.a coo :»s rOk 1tt! 

r.:'llur;.c.TU;'INC Stt10~ 114 1;81 
(In KI!lions , of US dollar.) • 

(1 ) (2) () ( ~) (5) (6) • 

"'100' r.)terl.h 
• 

ioul C~ lr.,~Of1' of Inlcrl:'l:c!iue Goods (stlr.~\cd V.lue of R.w r4\crl., 

t.w r.,terl. l, and rr.'.~or\cd from .1rrt;Jorn aCQuired fo! htrarc, lon.1 

Intermedl. te Good~ [i loibl e. Suoolhrl '(r;oorts o( n" .. "hc.tur.d toods In ,cSZ 
. for hHU.,'lol\Il 

[aporu of, na",u(.1tt",.d 
ror 1.11 txtu reglon.l Goods Using ... tI 

In 1S)6J! 
Projec t ed 

I n 15)a!1 
ProJHtcc!2/ [xporU of '~tlrt." O,'sln.tlng In 

(or 15.2 (o r 1~62- ~.nuf ltturcC Coots [11S; ' b1c Ct'Un\rfu 
' . . 

Ci A\" C:' 1681.2 .rug 1260 . 0 1 )!7 .~ 204.0 153.0 

u.t cl"'..Il. ~5\.\ 56S. ,)1 ) 15. 0 W •• ;Y 54.0 ]j 40.4 Y 

1 Saly.~~r :;)6.) 520.0Y 2.).0 no.~1 49.4 '!J 37.1 Y 

'ondvru 2)).\ )2S.oY 1l0 . 0 2~6 .~1 15.0 V 11.3 W 

lIe. r· II"'· 2)8.) ))O.oy 166.0 ,\'; .,j/ 31.4 '!J 23. 6 Y 

5)0.121 .42)."i1 5'.2 '!J 
. 
40.6 Y 

01" ~t c.. 37;.1.-. 256.0 

7' ':'\1 (or ,no {rc~ Site", lun;H.lbl l she.d 15~ prll'llouU CUODl tO Dt S). Site" diU 'hOotS thlt In '571, .boll\ Ht 
• of r w r.uerul Uld In\e.,,..ctl,ue pro"",c. a It-~ort l cScu ll'lcd {or tht '" IIIc!uud.1 lector ,,!!'It CrOll ""II~I. 

"\i;" jlo ll c' ~ (I.e. ~:>dt ~I. ' COllrlttl e 'I) . 
17$: of lhe "~.O,jM in Col uM 1' . 

{J Ut . .,..,)1 i"hc d rrOJ Hllofl by hi'll( of Gulten.h. ~n,s, ",u .. c/ c ~,oJct'cd \0 lnetun In "tord'tlci with th' (oI1o~ l n~ fUel of '''UUU s"'u",," by 'hi 
CaMejo rol'lcu rlo (entroltlftlc.no to .~JuU (or I,.t l,donl IS" l.06j 1980 \,1', lSSI t.o'; 1!~2 I.C~ I 

S/7hl ~.luc of r .. ~ ,.~\c,tll l~~ ort ' (or Industry .nc! Mlnln, ~., proj ected I t 5570.1 million (or \S50 by 
- the (e Mf.1 111'1'" of (Olot . ~d" ,"",lntl;llu ( u.dhflc.u '0'" los T'~"ucc.lonC\ d, COU' ~Iu con ,I 

, ... t10l0l'lJ"'0 . IHS.~j, ,:,.bl t t\,. ' . ,. )t). Uo flin n,' IM' f 'U"U .ll o_cd for '5£1 u 'hh ID~Of\ 
il fO jOc.\io"! '" .I, ,,,:y 01\ l c ,..1" , I Ct. 

·,'! .:d c\l \uc t al H~ of fl,urr~ In Col . U}. 
l I C.'ct.lin t t .1 o f \~t f19101' u In Co l ", -.n " Ttl e "do of 101 . 1 (. 1 t "'9 '0"" upon, of t.t. I:'. II"' {"· 

• HoItt' ,:.N \ 10 P'I, toal '''''\\ \,11010 of t.:. ,..,.,I.dU I"t ''' ' p'r~t.lctlc", l'I'I"~7t~" S.St. 
SC\oIn! , . I {(.I. . Stt.u ( u,I dh\ic u SeI~" lofl ,. t" . . , " ~O N'I. ,," .PI' ( 1'·:-,1\,10 ( Utth :l co '~51. 
1>. ~:~. Hl, 

./:'I, .. :;'l~' .. ,1)':' 1. o( ,PI , f' f olfC\ In (0 11.,""", 4. ~tc ' o~ l ,.oa 7 for " 1'11 ' ''' ' '0,. of \hl qS~t" IoI·:. , lCft . 
// ... ~.f\'.~ 'f '; . r: 1-'1 : .. : . ... ;:.':t :' ::".:' .... "'~ r:' , t P,fq,c,.;.1 .. . ·.,(.:1." ,t p:"Ofa In t(c,.c'~ ' U .. H 
· ~ ' ."I t .~ ·t '" P ' ."! H .• a fer .111 n,. ... L1ctwr,,,; . j c., Iff,' ,tHI , 5 ... 01 ~ olw""":' :. , ","'Ie 0' ' IS 

,. . '1' 1 •• : . • . .. ·.t.,,! : .. , "' 1\ ' :,," ' f. "' .. ,0: ",,·.rcul to . ", · off l c l.1t t", tfo/,\cut U 

•
" •• , ,,, I ' " (. • • f • • • r ·;"1 1,·,1" I ~ " C .to' 1", , !~ I .. ·"I~. 
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u.ee t i tS production needs (Colum 5 of Table 5). Of this 
B>Ount. 5153 million will originate In oliglble supplier 
countries and. therefore. will be el igible for financing under 
the proJect . AIl shown In Table 6. below. this dem/lnd will 
increese to 5258.4 million by 1986. 

2. I!!!pac t of the Projec t 

a . On MeetlnR the Need for Imported Inputs for 
the ElOlOrt Manufacturing sector 

With the level of demand estimated through 
1986. tho anelyais calculates the anount o[ foreign exchange 
that wi 1 bcccmo avai lable for lending .ach yea r over the some 
per od s resul t of the proposed project . The tota l /IIIOunt 
of raw .. "terl.ls and Int."""dlate goods that can be purchased 
w!rh these credi ts Is als~ estimated . Columns 1. 2 and 3 In 
7Jbl l! 6 sho .. the cULulatlve a:nount" that wi ll bccane avanable 
to Cc~tr.l ~r ca through BLADEX as • result of thi s project, 
.sur. ~ that (. ) SlO million will be disbursed by AID In the 

latter par: of 1982, and another $15 mi l l ion in the early part 
of CY 1~ S 3: (b) that co-;,nanclng will be provided In a 2:1 
tot;O to tho AID loan : (c) that this wholo """unt wil l be 
.. do t v (. u . • over and abovo the finenclng tha t would 
other .. . e h.ve been av I .b e to the region): and (d) that 
liLADEX 'funds will have an avoragu aMual turnover of t wo. 

The total anount oC raw mater ials . nd 
Intu~ I. to goods that can be purchased by Cont rol Amor lcan 
)~port.rs with thocO credits I. shown In Column 4. The •• 
purch." •• oro . isnlf c.ntly l .rger than the cumulat lva AID 
di,bur'~~nt. and cannorc 01 bank lonna shoo" In Column 3 
bec.use 104n •• IIIKI. to axportore will hove ' .... turitlo •• hortor 
thLn ono yeo. typically threo to .Ix montha. (Thl. analy. l • 
• 'su:~. thut tho avor" o lvngth oC loon will be Ilx months, 
t~h n proct lco It ~Il be Gho:tor). Sine. the (I rlt SlO 
~ ~:.o.~ WIll be dl.bur'l~ In tho lotcor part of 1982 , • 

urnovor WJ' not ... u:nud (or that y •• r . Howevo r. In 1983 . tho 
S:O ~I l l on d Abur •• d co SlADEK In 1982 plu, tho 520 mil l ion In 

o-!II\lJOCII'G w 1 be turmod ovor 'I<lc • • whllo tha . <!Cond SIS 
•.• 1. on AID t :"ncno dl.bvr .. ,d to 81ADlX In .ndy 1983 . lons 
.an tho S30~!l on co-C!nonc ln;; . will bu Ul ed only oneo In 
cr04t y~.r . Thl will po ..... t IIr.port. Y1I1U(td nt SIOS 111l1l1on. 
drn ~ n .9jj1. . • he.. \0 00 • 57} ml 1 on o( B~X' . (und. 

c ,:wd • tee tnll pro , t w 11 . urn owr twie • yellr . dnd will 
, r v d. Itt, Sl~:, 1. Ion ( ; .ho purchale or ·rAW C\II C rlnll and 

,r,tcr.:" 1 ... 0 ,oodl ~or .r. ron' oxport •• lnuroc turl llll . octor . 

http:AI986.th
http:theprojct.As


(1) , ) (l) ( 'j) (5) ( ) 

Total 1\ un l of 
flv; illc - I a 1 s clnd 
Inler edi .lle Goo ds 

To 1 unt of to be !'ulchased In 
R.iJw I'.a erials and El igible Countries 

o ~1 Inler di e Cood'" to eet Requirc l1Icn 
; that can be of Extrareg ion.) I Col. (5) 

Purchased Expo,n Manu(.lc t ur j og as .~~ 
un~ler Projectl' Sec tor.!' of (6) 

0. 0 20.0 )0.0 30.0 153 . 0 19 . 6 

.. 1 5.0 50.0 75.0 105.0 114 . 4 60.2 

• .. )5.0 50.0 75 .0 150 .0 199.9 1 5. 5 

IC '5. S 50.0 75.S 15' .0 226 . 1 66 . 6 

6. 50.0 76.8 153 .6 259.4 59 . ·1 

!! 110 n to BLADEX in the Fall of 1982 and another $15.0 million in early 1'J J . 

e .... i.nancial Ana1ysis in Section lIl . C , and take into account the diffeu'l1c' 
(.ISS to be 12' a year) and the 6' paid to I\ID , as .. el . as allowance 

'!:/ 
the build- up of a .reserve fund for bad debts. 

colI:IDcccial banks. 'NO' additional allowance for bad debt~ is requ ired ;}'; 
e r 8(.N)EX rical banks exposure a nd the 1\10 contribution, 

.. 1/ ''00 .'0_ ... cs: 
once 

0 . 0 110n disbursement tv ice 
5.0 .uUioo d butsCtaCl\t once / ' . . '"--

years follow g . the turnover for the amount in Col . (3 ) is assumed to be twice aye." _ .Jt 

I Ie 5 (Col. 6). 1.5 estiaatcd require cot w then projected to increase at 14' ,UUlllilll-; 

in r;d d for nufactured goods . 
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Project funding covers only a portion of the 
import needs of the export sector. The analysis in Table 6 
also relates import capacity under BALDEX financing to the 
estimated import requirements for extra-regional manufactured 
exports. As shown in column 6 of Table 6, the portion of the 
,egion 's total requirements for raW materials and intermediate 
goods to be tmported from eligible countries that will be met 
by BLADEX funds will rise from about 20 percent in 1982 to 76 
percent in 1984 and then decline to about 60 percent in 1986. 
To the extent that project funds are used for post-production 
export financing , or, in la ter years, for medium term loans for 
Cbpital equipment, the proportion of estimated tmport 
~equi rements that can be financed by the project will be 
r~cuced . 

This project is expected to complement 
~ . ~t~r_l progr~s of balance of payments assistance to the 
.:" .o:~ countries . By providing financing for a substantial 
~ •• . on 0: ;.e <lstl'Mteo impOrt requiromonts of the export 

_tO~ thcl? rt clpati~ cO~lt r ies will have greater 
'~ • . _ll·ty 'n loca ting the r expor t receipts and assistance 
:a:. ern r oor.ors to other critical balance of payments needs 
;. "~cG~d nce w th each country's perceived priorities. It Is 

; .. bO;. :. e to ssunc that . to the extent that financing the 
~ rt requ:r~4nts of the export sector Is high on a country's 
~:ionty .":, financing for such needs .s cannot be met with 
• Ul'.C !rom th! projec t wi 11 be provided from foreign exchange 
uVJ . : ~,~ to thu country. PoOreover, each country whose 
~po:. rs : ceive financing under the project will benefit from 
t~u . :~r"".ed foreign exch6nge earnings generated by the not 
v.:uo do ~ n the export sector. Thus, this project, In 
COr.J~~tlO:, w th bilateral balance of payments as,lstance, will 

In f cantiy rel x ~~jor constraint on extra-regional 
."ports . "no contribute to oDslng balance of payments problems. 

b. On Net Exports 

T~b c 7 cul:ulatcs the potontlal lnereaso In 
0< ~t' tr~t could ~ aoner.ted wlrh ehe ~rt. purchcsed with 
.:. e:vd .t ~ provlJed undor this project . A rocont SIECA 
n, .~, •• ~ •• , ,~ that approximately one dollar DC ~rt. of 
.~: .~ .to ~ood, • rdqul red to produce four dollar. In 
~ .•.• ,c.:;ng product iOn (grol. voloo) . To arrlvo at • acro 
to:, :v.t.vo ~concmlc "",,uct o.ellnote , • 1 to 3 ratio hu been 
,It ,1.11 •• chat 51 In raw 1IIo1t rlall and Ineomldloto Sood • 
. :-"o~tOCl w li II noratc S:S rth or monu(ncturod good. . On the 

• II 0 thl' •• , t on. nd .110>lln8 (or Ing' OotWG n 
.. ov dlr.' crldlt fund. "nd tlw ru.ultlrv; Incroano In xportl . 

, t po~vnc I.l ncrou,v In Sro,. oxport. I. a,olmacod to rew 
:r~ :.ro In .~&" to 5'62 ~I lion In l~b7 . 

Tho" .. dotJ r.r or to 'ro, ~r n., To 
: : v: t( r.ot aI', 1't v.'):r.1. I. t~· \'.1 \W of :Ow .. :.4tor ~1. lind 
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TABLE 7 

POTENT'AL M.~U11T Of EXPORTS GE NERATED BY PROJECT 
(I n mil l ions o f dol lors) 

I 

(I) (2) (3) 
"""unt of R.w ~,ateri.l s Potenti. 1 Increlse In Potenti a l I "creDse 
and Inter~edl' le Good. Gross Expo rt . y in Not Export , ll 

Purcha.ed Unde r Pro j ect!1 (Col. (I ) x 3) (.667\ of Co l-. 2) 

1982 )0 _ --- -IS83 105 __ -490 60 -198~ ISO-. '-i 315 210 - --
1905 151 _ -I~50 300: -1966 15~_ ~453 )02 

1907 156 -1462 lOB 

l ff isure. In Co lu~n I .re Irom Tobi e 6, Col. 4. 
2 / 1t .. as ~Hu:r..d tha t t he first SIO 1:III Ii on AIO dl.burseme nt offected I. t hc 
- haer ;>on 01 ISS2, . Iong wl tn t he muchln; S20 million co., .. "erola l bank ' 

contr,butlon, I.ould no t re.ull In any Increa.o In export, unt i l 19B3 . In 
.r .• t yo.r, It "Quid ;ontra te S90 nlilion In gross e.~oru. A l:Iultlpller 
oHec: (gr" .. val e of r. .. nulac lur lng products to rlw r. .. terla l Impor u ) of 
) to I I~ .c ( "ally con,ervltlve since SIEt ~ hl$ do ,erm ine d thlt imported 
Intcr".d'>l< sooes cons t itute , 0(1 the 09gr090 tO, only 23~ of the gron 
VIIUO of r~nul.::u r lng produc t l.n (SIECA , Evolucl6 n de I. Econom!. Cent ro ' 
:"-"'c ••• 1975·S~ , une 1951. Tlbl e ~)l. ,,·nlch Implle, I multip li er of 

.;5 Cono over .21). In 1981, I ' wa .. ,umo d Ihat obout SI50 million In 
r:~ -.lor"I, Ind 1:' I.r ".~I ... good. will bo pu"hoscd on the b •• I, of the 
H5 n,OI'o, In Ino revolving lund (co':l:0.odo($25 milli on Ira .. AID and SSO 
Mlilio:'l (rc~. :~. c.~-·crc.I.1 :-~n ~) tOrn ln; over t .o/I (c I ye. r. A"U"'1ln; I 

t ,·- '9 ~.t, ••• n lo~nl .'c 0,)0"1, the lull I"'~.c : 01 t hl' lo. n on uports 
)':0.11: r:, : ~c !cIt .. ~~il :1'10 '0110 .. 1"9 yeor. 

;I'ro~~ c~~or:~ lc~ . i-,ort, of rAw n~ tc rro1s and Intcr~cdr~ tc goods. -
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intermediate goods that must be Unported has been subtracted, 
with the result that additional net exports are expected to 
rise fran S60 million in 1983 to over S300 million in 1987. 
Thus, even if less optimistic assumptions than those justified 
by the SIECA study are made, the project can be expected to gene 
rate a substantial Increase in net exports. 

The above analysis Is predicated on tho 
assumption that the shorta&e of financing for Imports of 
Intermediate goods represents the major obstacle to the 
expans ion of Central American exports. Conversations with 
private sector and central bank reprosentatlves In tho various 
countries confirm the fact that tho shortage of import 
financ ing is currently perceived as the main obstacle to the 
fuller utilization of existing manufacturing capacity and, 
therefore, to the export of manufactured products. this Is not 
to s y, however , that other obstacles do not exist. 
Impedtmcnts cited by various Individuals Include unstable 
exchr.nge rateD (in the C,lse of Costa Rica), the absence of 
~ult.ble banking service: to exportors (know-how In areas of 
~:kets ~nd finance, col lection of bills, tu.olyopenlng 
ottors of credit , etc .). hlSh shipping ratos and Inadequate 

transport"tlon . ObVI O~sly. these must also be addressed . 

c • lmpac t on GOP 

The UnpaCt of the proposed projcct on GOP will 
be sign ficantly sro~tor than Its ~act on net export •• Inco 
the oarnlOH' of _orker~. 8uppllors. entreproneur. , ate. 
gonor ted In the proce., of produc lns tho not ox ports will bo 
.pont on othor lloods and .ervl~cli . gOlleratlng addit ional 
ncar.o . '1\.0 IterMt va approlleho. have boon used tn ett lmato 

the ,i10 of the inc~ multipl ier ror Central ~rlc.: (l) 
rolat ng changos In autonemous expenditure,. (public and prlvlco 
nv •• arbnt. govornment con.umptlon and n~t export.) to chango. 

In c.? ov.r cho canoy r por od 1970-1900: and (2) a.tlmac lng 
ch~ ~~rs na1 propen.lty to I~port and ,ave over thl. tan-year 
po r od (tho Incar.o ~.u1tlpllor bolng the ro~lproc.l or tho '\111 
of the.a ~Arg na1 pro~n.lcl~.) . Tho.o LWO approaches ylolded 
In Inccmo multipll r In tho ronso or l .9 to 2.3 . 

Us r,' a ~.ultlpllor or ?O (or PUtPOIO. or tho 
pr I ~,L ~.lcu,~tlon. 101 OJIIIj) dl.burfttt:<olnt or tho rull S2S 
• :lIon of thu AI lo~n ~rC tho SSO lIIf1l1on In cO-(fnonclns • 
• nd Il;owll\i: :or tl:lU la ·t . tho projoctod Incr ~IO In not 

" .MI.ort. of S300 mIll on ~~.II TobIa }, Co ,) will yiiTd an 
onlC'.lt IncronAo In CD? oC $600 million AMU411y be, IMina In 

• 
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1985. In 1980, Central America's total GOP Is estimated at 
$21.J billion in current doll.r •. The estimated annual 
Incrn.se In GOP In the target year, therefore, would be about 
2.~ of the 1980 GOP: 

( 5600 million a 2 . 8~.). 
'S1'I":1o 5 m ill i on 

this significant income effect resulting from 
the AID loan Is due to the various 'lnultlpllers" assumed In the 
analysis: (a) the 2 to I co-financing feature of the project. 
(b) the 2 to I impact on IntenDed late goods Unports resulting 
fran the tacL that the average bank loan turns over twice 
annually on the average: (e) the assumption (based on the Sl~ 
study) that foreign ~xchange provided to flnanco Unport1 of 
Inter.nedlate goods will generate at least a throe-Cold Increase 
In gross exports: and (d) an Income multiplier effect of 2.0. 

d. Impact on Employ;ent 

The umployment picture in the CACM is blurred 
by the 1 ck of reliable dot. , nnd Is further complicated by the 
iact that the abor force In manufacturing Is composed of 
fo:mal and Infonr41 subscctors . The formal sector offor. 
omp~nt in mode rn factories of five or mote workers and 
producos rehtlvoly high technolol\Y, high incano good.. Thll 
sector conta ns about one-third of the total manufacturing 
lobor fareD but prod~,. 7S1 of valuo added by tho 
:"..Jnuf c'tur ng . ector._ Tho Infom.'ll .ector i. compo.ed of 
solf-~ ayed art i,ans and factorlo, of 10 •• than flvo workor • 

., "iM rorlo woula . of courle . be GlMIlQr if COP Incroaso, In 
to to= bet~'eon 1980 Md 1985. 1\0 aUowance need be mado 
for ntl~tlon . however, .Inco none lJU Cllldo in projecClng 
oxport~ ( .0 ., tho anoly,l, in roal torma). 

~/ 7ho r.t . .:0 for ~nufucturlng In Guatanal. and It I • 
••• ~ Chdt thoy ~pply co C.A. Soo ~?£, £1 Soctor In
du.trl.1 do Guot~~l. 976-80. tundra. II. 13, 16, 17. 



producing low tochnoloa' (,oods for low Incane IMrkets. It Is 
ostw.ated that , In 1981, employment In the fonnal manuf",,~:{ng 
sector w s about 202 ,000 and about 404,000 In the Informal for 
a toral of approxl~.ately 606,000 In all manufacturing. This 
latter figure consti tutes about 91 of the economically active 
"population in .roe CACM. 

Tho impact of an Increape In ext rarcglonal 
~~nufactured exportG on employoent could be divided Into three 
sta t~. or "ffeets . Tne direct effect Increases anployoent In 
the factories direct y .iiectCd by tho Increase In demand. Tho 
Ind irect effect ncre.ses ~~loyoent in tho (actories supplying 
Inputs to the d r(-etly affected industries and could spillover 
into asriculture n the case of food processing, leather and 
~ products und nto the service sec tor for such Inputs 8a 

nklng , Insur nce , transportation and tho llkn. Tho third 
effect i s n jncane offect that , through tho moltlpller, 
Incroasoi emp1oy..~nt !n all sectors of the economy ft. 8 result 
of tho Increase n Incones In manufactur ing. tho dl recc ly 
affected sector . 

In Tobie 8 vorlou, posslblo cr.pl~nc effecc. 
of .n IlICrQJ. !n man (.ctured exports have been calculated 
.nc.Yd~1\il t\oIO poll b e scenarlol for cho dlrecc .nd Indirect 
,~bo: dCfuct. o~ ~lo~nc In IMnuf~cturlng scanning (rom such 
om :lCre~lO . Tho ( tiC " norlo OXGIM. cho =l'lo)'lllCtnt 
e;:.ctl In :I.'nu!acturln~ In broadly doflned terN, 1.0 .. In 
toth !ol':'.Jl ond In£o=_ ICctors . Tho Clut .tep WaJ to 
cole :..t'ru producti vity n tho lMIIuCoccurln IndulCry by 
d. V!4.no co:ol c::pl~nt In Indu.try Into total value added 
Dy :nl. lector :n 1901 . Tho ro.ult ng tlguro (56.825) wa, thon 

..d to c:.leu _Cv tho d :uet nd Indlroet eHecc on tho 
;rojecced Incro.6 n sro'G ~4nufoccuted oxport • • 

In tho, one! ,cOMrlo , tho a::pl~t oUect • 
..... :. ~:::!ted CO tho =cIotn ~.illlu(oc:tur ing loctOr alono by 
c :C" ... t jlrClClUCt v t . por IOllPloyeo In thot .ector ond UlI~ 
tro<l :.t:o oi' tr..,t 'rc= ,bovo. 8)' calcul.tlng v:l~,: ~od 
.r. ~.rn ;:""'111: tu:lno.llld dlvld1na th I by tho o.tllMted 
~l~~t In thot lvetO:, 0 productivity (ISuro (515,359) I. 
Obt I nod , D!vldln; tho ( '~TO Into tho projected Intro.,o In 
c rca ylold. tho d ti;Ct ..i\d IndlroCt eaploy::'<ilnt oCtoet In tho 
coOCom :'oAI' ... t .lCt~r I",. ~etor . 

IIOth ~c 0 'I' t' ... ~u tlla qwnlOllllblo 
clon of con. cAnt l.bo: pr ue Ivle), t hr ~h tic , whon In 

-,,,., c)" a .oj vU,/ con dor.bly Ir )'alr to yoar A. 
Mr" cn4n&v c.u.l~ ~loy.r to be raluct.nt to hlr. or 1ft)' 

• 
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TAItU: 8 

• , 
(l1I'lOYXrIlT It.ftl..(T 

(I) (2) ()J ( I,) (5) (6) 
• Oi reel :Jnd Direc t i'lnd 

I Jt:t Indirect· I ndirec t Total Tola l 
l'olcnti..,1 Inc.rC'.~ .e [mp' oy.c:l1 l £mploYlQCn t Emp I oynu::n t 'Emp I oymcn t 

Incrc.a'\c in O 'cr [ffec t, Effecls Effects [ffeels 
Uel ( rort .. 
(Xi II ions).!! 

rr'or Yc:.-,r 
(Xi IIlons l 21 

( 110. of 
\lorker» )1 

(liD. of 
Y.orke,,) 'I/ 

(1' 0. of 
\lorkers) 51 

(110. Dr 
\lorke rs) 61 

l,s) 90 ~O ~,619 2,166 9,758 ~,336 

I ~" lIS 215 12,198 S.~20 2~,39C. 10,8'10 

19115 "SO IlS 1,31 9 ) .• 252 I~ (.> , 6.S0~ 

19116 ~S) } 16} 71. 326 I~~ 

1 'JIll ~'2 J ~6a 2J7 976 ~3~ 

CUltUI~tiYc: 
I "C~ 1; C 

(J 'Jill OYer 
196/1 ~62 25,011] 11,129 SO . 09~ 12,258 

-iii ra- f .. blt: 7 . ColUIIM 2. 
7/1~ Incrc., ~c in gl"oss exports th.3t occurs. from :Jny one year to the next . 
l/Ocrlvcd by .ul lip lying the d3t3 in Column (2) by .l7 (pcrcent~ge of v31ue 3dded in val ue of 
- ri~l output ) ~nd dividing thl~ product by $6.825. Thl~ latter figure is derived by dividing 

'o.~1 Y~lue ~dded In CA ~nur~clurlng In 1~81 ($~.i)~ mIl l Ion) ~y 1°'01 mon4r.clurlng 
"-"'_nl (I'OS.I00). . 

"Derived ~s in !olucn (') except t~1 • f Igure of $15,)59 Is used Instead of $6,625. 
- r'9urc j. VA pc r employee In aodern ~nut.c.urin9 derived f Ir.; by ~u ltipl yinD lotal 

~ddcd in ~nuf~ctur'n9 by .7S. tho ostl~'fQd percontlge In modern mJnUr~C~ur'ng , ~nd 
.he rrod~ t by caplo~nt in modern ~nuf.cturin9 (201.300). . 

SlCol ...... OJ " 1. . 
li/Col ..... ("I " z. . . 

This new 
valued 
dlvl~I(lQ 

~ 

~ 
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off workers until they .1<e convinced that the change is 
pennanent. However, the assumption of a stable, or at least 
predictable, labor productivity is essential to the estimate of 
the employment impact of any invesement project. 

Colwns (5) and (6) of-T~ble 8 add the incooe 
effect to the direct and indirect effect,ll If it is assumed 
that the employment multiplier is of roughly the same magnitude 
as the income multiplier (estimated at 2.0), the income effect 
would double the direc t and indirect employment effects . 
Column (5) shows the total employment effect for manufacturing 
broadly defined Bnd Column (6) is the total effect in 
manufactur ing narrowly defined to include only the formal 
subseccor. 

With these two methods , the employment impact 
of the project can be es t imated between 22,000 and 50,000 jobs, 
approximarely 47. to ~4 of rhe manufacturing labor force in 
1981. There arc two reasons for pointing to the low side of 
the range (22,000) as the most realistic estimate of the total 
cm?lo~cnt effects of the project. First, inasmuch as the 
projected increase in exports amounts to only 4.5l of 
manufacturing output in 1981, a 4l increase in employment seems 
more rcasonable than 9 percent. Second, the lower estimate -
i .e., the total addi tional employment generated in the modern 
maoufsc'turing sector alone -- probably represents the maximum 
employment mpact of the projec t since very little informal 
~~nu ncturing is directed at the extraregional export market. 

e . Conclusion 

The precc~lng nnalysls suggests that the 
proposed pro.ject 10 likely to have n very substantial impact on 
Mt u:.port s CD? and Clllployment . In part , this Is due to the 
2 to 1 coop ,,-.nclns on which the AID lOBn Is conditioned; in 
?"rt , to the rac t tMt the shortage of foreign exchange Is 
generally viewed as a major bottleneck to the expansion of the 
reg on' s ndustrlal exports ; and In part , to the revolving 

rr-rnc InCOT4 "ffoc t must be added Gl nco tho direct and InJl rect 
- of ,~t . monAure only Lho Impact on manufacturing nnd on other 

ndultr c. provlrlln& nputs (or tho manufacturing sector . 
They ~~ not Include the st~ondary Income effects resulting 
r thu Spond nij of tho Incar~ rocel vod by the (actors of 

procuctlon cmployod In mnnu(aoturlng . 

http:theonclmarst.on
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nature of rhe propofied fund. which will enable the region to 
purchase an amount of intermediate goods and generate an amount 
of exports equal to a substantia l lIlultiple of the initial 
resources provided for the fund. 

This project addresses one mnjor constraint to 
expanding extra-regional lrade. The actual effects will depend 
on adeqaute external assistance and domestic will to address 
other constraints. 

Finally. the economic iIIlpact figures projected 
in this analysis should be regarded as theoretical upper 
bill ts. To the extent that other bottlenecks are not addressed 
and act to hold down rhe growth of exports over 1983-87. the 
ac tual economic impac t will be below the lilllits indicated 
here . Even so . the ,nalysis suggests that the impact on 
expor ts. Income and CIIlploymcnt is likely to be very substantial. 

3. Ext rareg ional ~1Brket for Central ",""rlcan 

flnnufac tured Producrs 

This section analyzes available data In order to 
~ke 3 judgment with respect to the ability of the 
oxtr regional a:arket for IIlOnufactured products to absorb the 
ncreaSe In expor ts that this project Is expected to generate. 

The histor ical trend In Central Alllerican exports 
of rDn~tr.d it anal products .* consisting IIlOstly of IIl8nufactured 
&cods . over the period 1970-80 . Is presented in Tablo 9. Over 
this period. rhe reglon's total oxports of IIl8nufactured goods 
incroa.ed at un Dvor •• aMU 1 tIte of 16.8'0. far In oxcoss of 
t u annual =atc of In at on . The IIlOst rapid rotc of expansion 
w s uxpor cnced by Cosca Rica (annual rate of 221) followed by 
C. t ..... ..,l ~ (161) und Hondur G (161.) . NIcaragua' 8 weak 

rfonr.,occ ("wr ,;c r to of 7.1.1.) 1& due to tho sharp declino 
•• ,N: .cncod aftor 1978. wh ch Is 3tlrlbut.blo to tho civil w~r 
•. ~ a aot o' polle,oJ dllccurQglng pri vate sec lor activity. 
~"t. trN pru-roYOlutlon por cd 1970-78. Nlcar'aua ' a axport. 
o non -t r dl tlonJl products locro,sed at an .nnUil rnco of 151. • 

• 0 Il 
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TABLE 9 

EXPORTS OF NON-TRI.OIT 10l/AL PRODUCTS· 
(MOSTLY I'IIItlUfACTUP.IIIG). 1970-S0 

(In millions of doll.rs) 

(I) (2) (3) (~) (5) (6) (7) • 

Tot.1 CA Col. (I) as ~ 

t"lilnufactured of Aggregate 
Produ< IS CA E "port, GUA. EL SALVo HOllO. NIC. C .R. - - -

i 

1970 351 .~ 32.0 117.7 88.2 32.2 60.3 58.9 

1973 517 .8 31.1 16~. 6 13U 33.3 8~.9 100 . 11 

1975 729.9 31.8 207 .~ 17~.8 58.9 \26.0 16~.0 

1977 10';'; .2 25.9 292.8 2~9.~ 72.3 176.5 275.~ 

1978 11 70.0 29. I 335.2 273 .0 95 .8 18~ .3 281.~ 

1979 12~3.9 28.0 381.0 311.2 115.8 122.:; 313.6 

1980 1660 .7 35.9 629.0 327.7 1~7.~ 123.5 ~33 .1 

Avcr.;_ 
Ann •• 1 
Gro~th 

R. ! c~ 

157u-&9 16.h 18.2t I~.O~ 16.~~ 7.~~ 22. 1\ 

'ProduGa o\ ~c r t f\OI\ the fot 101/(n9 ub.,l e produtU
Il

: 
fresh mo. t. shel ili sh • 

• r .• nH . ro' 'neG supH . <olf •• (unhull.d) . co"o. toblcco . wood . rill ~otton. 
n~n-f.rrous ,.tlc l s . ,II , •• r ond ~I. t lnu" , phM \. f1 o • • r, Ind .. cds. Com' 

prleol ,II "oor a of non-t rlcl t lonol ~roduc\S . In<lutln; t hOl e destlnod to 

Cen:rol ,·~"orl c". • 

50;.1('" : ti[C~. E>t~d ;H le u /ll( roeconll"lcn de C.n t ro.~ rlc. 1970-60 . 

July 19SI . 1,,10' 19-24 • 

• 
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h~li1e detailed data showing the cemposltlon of 
export" of I11llnufaclured goods for the region liS a whole are 
lacking, 'fable 10 shows the distribution oC manufacturing 
exports Cor CostA Rica In 1980, Exports of manufactured goods 
are widely distributed over a number of cAtegories, The most 
Important by far Is fo-Astuffs and beverages ($177 million) 
followed by chemiCAL products ($97 million), metdl 
manufactures, machinery and equl(lllCnt ($82 million), and 
textiles , Apparel and leather goods ($74 million), 

These product cRtegorles should continue to sell 
well in the U,S. lind other extra-regional markets, assuming 
that the reg ion rollows sound monetary-fiscal and exchange rate 
policies to nssure the canpetltlveness o( Central American 
produc ts nbrond ; mnkes efforts to resolve transport, quality 
and des ign problems to continue the rapid penetration o( 
(orelgn markets that have characterized Central American export 
porCormance during the 70s (Tnble 10); and that there Is sane 
reduction in the currel.t level of violence and uncertainty. 
The ';u. tanal . Export Pranct/un Agency (GUATEXPRO) was asked to 
project exports of non- t rad itional products to markets outside 
the non-CACM on two Rl ternat ive assumptions: (a) that the 
principal obstnc les (the shortage of rAW material Unport 
rlnanc lng and sano other Impediment"!!) nre removed; and (b) 
that these obstacles rena In. GUATEXPRO projected Increases In 
non-l radil1ona l exporl. or 17. 84 for 1982 /,:xl 21't for 1983 on 
the assumpt ion that the"e obstncles ato removed; and Increases 
or on ly 4.8'1. In 1982 lind 1.84 In 1983 If they arc not. Another 
(actor 'to cons ldor Is the projection of OECD Imports rrom the 
lDCr. or products In the category labe lled "chemicals, 
.MnUrncrure. and IMchlnery." Theso are projec ted to Increase 
(r n $90.0 m! lllon to $322 .8 million over 1981- 1990 , Indicating 
nn .vu ra~c annual compound growrh ralo of 1~. 2't.ll 

lllllclualng lnadcqunw runlSoLlon, c001l"l\ (oc llltl08 and 
packing 8heds al lhc airport (or .·r lcu llural products, 
and 1~' rovca"'nl8 In porL ( 11 III p on both coasts. 

1/0IXO proJ tlon provldod by IIIDN In STII1E 1I,13~/, • 
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TABLE 10 

EXPORTS 0 F' t",;"/WF ~C TUR I HG PRODUCTS BY COSTA RICA 
(In millions of dollars) 

~~nufdcturing Industries. Total 

Fvod~tuffSI ~CVCi2gCS ~nd tobbaco 

T(!xtji(;~, clet:>i;,; .::r.d leJther 
jllcu~try 

~O~~ i~~J~~~YI W~Jd ?rcduc:s, . , ,. - . 
l r. =:. ~ ~:; ~ i. I; ::.., r ~I I : i.J r c 

?~?C~ pr0d~=:~; GJtput of ?rir.ting 
c ~ t (; t, 1 i ~ i.::- C: ~. t ~ oJ ."", d ~ l . 1 ish i :19 
hou~c.: ~ 

~~r,L;~·~'::U;O-C (J~. ;:~,t:7jic~1 ~~!)~t.:;nces 

~~~ thc~:c~l ?r~=~ct~ cerivcd 

Rest of 
the \..'0 r 1 d 

257.2~6 

151.591 

18.311 

6.5~5 

3~.768 

1.400 

1.739 

29.0~7 

10.360 

19801' 
C.entral 
f.vi,e ric a 

260.659 

25.610 

55.666 

6.856 

16.005 

62.029 

7.569 

4.078 

52.663 

Total 

517.905 

177.201 

73.977 

13.~~1 

96.797 

8.969 

5.817 

S 1. 930 

~0.2S3 
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C. Financial Analysis 

1. Project Resources 

The AID loan to BLADEX will be $25.0 million, of 
which $10.0 million is planned for obligation in late FY 1982 
and the balance in early FY 1983. The loan will be for 15 
years, lncluding a 5 year grace period. During the grace period 
the interest rate will be 61. Following the grace period, the 
interest rate will increaae to LIBOR but will be subject to 
renegotiation based on an assessment of the risk factor for 
lending in Central America at that time. BLADEK counterpart 
for the project will consist of the co-financing generated 
through the mechanisms discussed in Section II.B.3.c., above. 

All of the loan funds will be used for foreign 
exchllll8e requirements; any local currency needs will be 
supplied fran the co-financing or fran the borrowers' own 
resources . 

2. Cash Flow Analys is 

A cash flow analysis was performed to estimate the 
growth of the revolving fund generated as a result of the AID 
loan . Although the loan funds will be obligated over two fiscal 
years, the analysis is based on a calendar year and assumes 
that all AID funds will be available between September 1982 and 
September , 1983 . In addition, the analysis assumes that: 

a) The AID loan will be for 15 years at 61 during the 5 
year grace period , wi th the interest rate going to 
LIBa\ at the end of the grace period; 

b) All fund s will be for short-term 10Ms (Illedium-torm 
loans pLanned under the project are oxcluded fran thb 
ar~lY' I G because the amounts and torms of thoso loans 
cannJt bo defined at this tima); 

c) Co-f Mncl ng will be provided at • ratio of 2:1 to the 
outs tand ing balance of the AID loon principal 
throughout the 15 yoar lifo of tho project; 

d) Co-flnnncirl(! wi ll be recoi ved through aho~t-torm loona 
which average ono yoar nnd require that principal bo 
repaid on quarterly basis; 

e) 11 ot tho portfol io will be noedL~ to pay for 
admi nistra tive costa; 

f) Bad dobt oxponseG w 11 be II of the total port fol io; 
nnd 

0) 8LADEX w It lond at currunt ~rkut ratu. which are 
dof nod 8 LIHOR pl UG 0 oproad of 2l. 
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Using these .ssumptions . several projections were run and are 
suu.:.qdzed ill fable 11 (see Anne~ H for the details). The only 
vari blu "hich is changed in these projections is the IMrket 
interest rate--that is . the interest paid on co-financing 
recived--since the remaining variables have been fixed In 
accord nce with proposed terms of the loan. 

The portfolio represents the amount ~ieh will remain 
n the fund after all principal and interest on the loans have 

been repaid. The most conservative projection assumes that the 
lowest interest rate at which BLADEX will borrow is 9.~ (i .e •• 
LIBOR) and will lend at lit (i .e •• including a zt spread for 
r lok. ov~rhe d. ote.) . This results in a portfolio of S 36.0 
Qlillion In yo r 15. I.ess conservati ve assumptions with higher 
mtorost rates Nsult In correspondingly higher balances In the 
po t 0 io . 

Tne fund w 1 lA: able ro grow during the first five 
y~~r~ b.'Ca~,e the spread botween tho IntereSl on tho AID loan 
.JlO tlw rate t wch eh BLADEX will lend will be UDed to 
c"pitalize tho fund . Tne co-financing will contribute little 
to rho c(,pital wt on since t is assimed thar rhe co-financing 
prl;'.Clpal wil be continua ly repaid. (TnI' one quarter lag In 
cil" rcpay:oomt w 11. l\o<.-cver. IMke a s:nall contribution.) It 
.heu d ul.o be noted rhat . since the Initiation of repayments 
on rho AID 10 n pr nc pal wl l corrospond to the Increase In 
tho intcr~st rstu on the AID loan to LI2OR. the fund will 
uctually uxpur ~u sevor years of decopitallzntlon s ince the 
"pro"d on the AID undc (tho previous soureo of additional 
c4?lt~l) w 1 lA: e ImlnatL'C! .r.ile now principal payments will 
reduce ehe ox Relng capital b3se. Any decapltallzntlon will. 
lIoI.\:v,r. dcpund on how much the fund h , grown durll1i\ eho five 
y.r rocu purled. ror uxar.p u. t the loweJt Intere.t rotc . 
th dK,1' t.,_ •. he on occur. IIltl ~ll pr nciplll lind Intero&t 
~ ro.d bcc.UlO t~~ fund d d noe achlove l Iz. 1~r80 

h to yr nt ehe continue dr ~ ~O"~ on eho capItol 
• At ~ hi her rate •• ~YUr. dace Itellzatlon I. a 

._,-" •• v y r..;.e -:crtl .. f..:: :caUl.e rho Qlu oC tho fund II 
c! ne co c ,lCMatCl for c!rbll downs on tho capital b3.c . 

• 
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TABLE 11 

~Ur-1ARY 
CASH FLOW PROJECrrONS UNDER DIFFERENT ASSlJMl7I'IONS 

( $ 000 ) 

ASSL.'Vl'f ruNS: A B c 

AID : ... C ... \.\ 25,000 25,000 25,000 
c;c '. i·~. ,A\~l:,C 50,000 50,000 50,000 
L\~t. .'1·" . (::w\(;rn ... 11 12 13 'J\, r,. - I" 

l~"."". 
J ...... 1' ... '.'C AID - 7.(5 YfS.) 6 6 6 • f\ i l.J 

'-'r \ or" :)t\: n ';YI OJ-FIN - ~I 9 10 11 .... \. ~ i. 
l' . -, ' " :_\:'::'\~!.:; 1 1 1 );w ~ :-1~ ~ 

rJ:.< ~ :', , .. ~:\; .. I.:\~;:. " 1 1 1 
AI: I .... 

... ) ...... _"1. - Yl(;; 15 15 15 
t ... \ )'-., . "' ., 

:"'~,t. .... \~) - i'RS 1 1 1 .. ~' .. ,,\ , .. ~, . 
C.I ,l .. r... :'; .... ~ J. ~;.) ., '[itS 5 5 ) 

'- l!':f. l~A: :; '~U AID - '1.(10 yrs. ) 9 10 11 

~{£::--::.,~ .. ~ .• :; ; _______ ... \ 'W5"' 'Ii til .wsr_f'1·.-....... ·m~rH1.wv • .., ..... '0·.'$.'· »'";1 ~sn'i . --_ .... 
tu(.·.·\) •. 10 ;.:.' "' cr t '(}{5 t.!.,6l0 M),2bO 1.7, tjOl. ~:.. \...J J 

. ~ ". l"' .' .. #.' " " 
l)F 10 YH.'i )~ ,1.:'0 1,I.,Oll f.U. (/(J"J "'\.i.\.: ..; .. ~ .. LJ r" • ;_, .. ,J 

~ •• ". ~,. ,,'" <-
,s., 

" ' LF 1) \i1.S :)~, 'nU I. ~ • /.11 ~o.I;.d ;U\.'u.".'j .. , . :.~\..J 
.\".\·j'l<)~. ~ l) , .. ",,'"'\ 0F ~u i'KS. !if •• ao 72,O'l,'/. Cf).II'J 1\ • ,.\~ 

D -

25,000 
50,000 

14 
6 

12 
1 
1 

15 
1 
5 

12 

.• - .... f t lfNiW __ ." 

11.0.187 
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3. Financial Status oi BLADEX 

a . The Accounr iffi System 

The BUDEX accounting system has been cCJl1luterlzed 
f rem rhe Incepriorl of thIL bank. A trial balance 18 run daily at 
rhe close of operations . Three desk modol mlnl-cCJl1luters are 
owned by the Bank and used for cash flow and other projection,. 
Individual infotmlltlon on all amber banks, Including balance 
sheets . Inccmc s tatements and financial ratios Is aut~ted for 
nstant recall . This Information Is updated monthly by the credit 

offlc. rG . Additionally, country profiles are kept In the aut~ted 
d~t8 bank so that counrry risk analyses can be d",,.,. These rlok 
analyses are besed an 12 Indlcstors, Including balance of 
~jyments situat ion , amount of gold reser~., exportl al percentage 
of csp , exports G per cent of net forel~n debt, and srOls 
r v"nue& S compared ro debt service . BLADEl( cCJl1l1etes almost all 
of it. f ~~Ial tranGaccions electronically, an operation that 

I t tsted by on-Une cicker tape cQlDlUlllcatlona to major 
IoOr d monoy markets . 

Tho ollow tVl IlnQlysis 15 baled upon BLADEX', audi ted .= 1 it t coonts for tho period ended December 31, 1981, and 
u:'IoIudited n8tOOlentG as of l14rch 31. 1982. The Ct 1981 
in!o~t on was revlcweO and corclfled without excoptlon by TOuch 
Rooa ~ Co . (Cc=parat l vc financl~l ,tata=ont. for 1978 thr~ 

981 .ru n Annex K .) 

At. In ClOIit bankt . virtuolly all of BLAD£X'. IncCIDII I. 
gr.~ raD Intorolt earned . 8LADEX dlvldo. Incorol t oamlns 
.• ct., ntO chroo c tesorlo.: Intoro.t oamlng dope_It., .hort 
or; . n and mud WI tenD loaN . F'ufthonDOro , ovary offort II 

a.Id. ~ .... nta n 4(JT. 4(JT. 2(JT. balanco In tho.o throe catqorl ... 
~- 'Y. ruprc.wntl~ Inturoat oomlna deposit. I. kept In 
ahort- r= dopa' t. wi th l OrHo c~rclal bank. oaml"R provalll", 
I .: rb:oni< rot . 'nil. ID lew r l.k 4ICtlvlty lor 81.A1l£X. Tho 

~O'l. r.prul nt. ahart - cor.!! 10411. out. tandlng on which tho 
II- • tumollvr r .... been 120 dayl . Thl . II Ulod tor expert 

.:n.nc . wnvro t 'onorato. foro a" Qxchlngo ot LI80R plut • 

I 

• 
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margin. Because foreign exchange is both the basis for ita loans 
and repll}'IIICnts to the bank, any loss due to currency fluctuation 
is minimized. Finally, the remaining 201. 11 in medium-term loans 
which currently average 4.6 years. 

In 1981 BLADEX maintained a reserve for poSSible IOSl08 
equol to O.62S~ of loans outstanding which, in the management's 
jud~nt, is suffic ient to COver auch eventu31ltiel. Thr04gh 
1981. only one loss h d been suffered (lIIIOunting to $200,000) 
whllo this accounc had a balance of $2.5 million. The Miasion 
feels that this is conservatl~ because they are lending to 
Ghsreholder banks and not directly to the final borrower. In the 
proposed loan BLADEX will establish a reserve for polslble lo.se. 
equal to 101. of the AID portfolio outstanding in Cener.l _rica. 
This will g ive them an added cushion to allow lending to a higher 
risk region . 

b. Financial l'erform4:\co -
BLADEX obtains lD:),*y from two main SOUrco" (1) deposit. 

p oced with BLADEX by central and caDDOrci.1 bank. and 
ntornat l0D41 organizations; and (2) from borrowed fundi. 

Dopo~lt. P ced wlch che bank totalled $424 million In 1981, which 
no coces ,trons occoptanco of BLADEX by tho world banking 

cCI!IllUnlcy . BorrcMld fund. for tho ._ yoar WOra $146 mlUlon. 
Tho,o oro borrOl'ed baled on the LlBOR rate. Interllt pIlld to 
dopos tors I. also baled on LlBOR. 

AltholWl the bank ' . Clornl'll' por .her. hal rI.en from 
~7. 7~ to S Sl.17 .Inco oporation. began , thl. he. not boon 
d .. trlbllted . Rather. aharoholdor. heve voted thet they be kopt II 
r~toirn;d u m •• III toct, from Incoptlon the bank hel fl.llnlUed 
11 Ita amlr.. Into operating fund. , thoreby incrCl411ng Ita 
portEo 10 DIY. contributing IignlflcAnt ly to Its rapid srowth. 
Curi . tho Ajlr I , 1982, .Mreholder. GlOating, •• tock alvldend wll 
dec:lorud tor en.. flnt tlmo . Thl •• tec:k dividend lnoured that 
: t4ll111d mina' would be CIIlntalned II • part ot tho 1IAnlc'. 

Ib • IIIIt worth . 

n .lWltly I:IOra thAn tv.I-and-ono-heU you. BI.AIlEX 
r IIcId tho b nlon dollar platl4U In _t ot oxport. fI- lIInCed 
..nd tCKI Irtld only nillol addltlonall:lOntha co ruch tho tWO bill/on 
do or CAr. Doring 1981. au.D£X Clxtended $606 IIIIII/on In . V_a' octlar .hort COIIII 104n1 (roprOJontl~ m oC tOCll 
I 0). 97 mil Ion u for Gllldh.m-eorm 10IIII. (Ilt) III1d Slsa 

.lon" fo: <*«aptMcU (2 t) . DI.buri_t. (oc . Inslo 104nI 
Gilt I\; eliot y .... r f/ol\j\Od In .1%0 (rom SI .2a2 to SIS million . 



For banks, leverage is used as a meosure to indicate how 
much of their total assets is covered by capital. In the c .. e of 
SLADEX, this ratio is currently a conservative 14:1. With more 
experience and a proven trock record, it is planned to incre .. e 
the atio to 20:1. Due to the composition of the BLADEX 
portfolio, i.e., 4at )S in virtually risk free deposits and 4at is 
in ,oladvol), I'robl ... free short-term export financing, a leverage 
r tio of 30:1 would be acceptable . However, leverage is not 
solely an intern 1 policy , but is subject to market pressures. A 
~ll accepted rule of thumb, therefore , is the 20:1 ratio BLADEX 
plan, to achieve. Notwithstanding, the natute of BLADEX's asset 

x shou d make it possible to realize a 25:1 rotio without 
.. ncountor ng :nuch market resistance. Up to that point, BlADEX 
_;:~ ~ on the c~,.ervoti ve side ond Dhould not face any 
d ff culLies n obtaining deposits. The fact that BLADEX 
urpassed it . f vo-year projectionD (prep4red before operat ions 
~aan in 1978) by obtaining more than $420 mi llion In deposits In 
three ye ro of opuratlon '1 an indication of the banking 
ccnmunity'a conf dence n BLADEX ' s man"llcmont . 

~ . Cone u,ion 

n " ;;tIr iod 0 less than four years, BlADEX has developed 
nto ..n importMt regionsl bank which, within tho Ilmlts It haa 
ut or toel!, • vory effeo:tlvo in meath'll the needs of It I 

c iU:I[6 . Altho h It hac experienced a rothar phencmenal growth, 
ho. .. bow .. nulya II dClllONt rotos that BUOEX ia, in fact , purluing 

¥ . r y conl.rvetiv. cour.e in ita initial yc.r~ . 

~ no. be,~ able to grow rapidly yet In 4 controlled 
:C,,"_c (t) h gh dca'.:Ind xlitl for It. fund. while 
t ' a-nk to little r .k , (2) tho lhort-torm nature of 
t~ OM" ro.u t. in qu c turnover and ro-invo.=t of 

It. r :cua , and (3) .harohol<lor bank. havo oxpraned contlnuod 
confldonco n no BlInk. 

811 on thll ly.ID, tno l ... lIlon h" concludod that no 
c t.lnt, ~Iut which would aCf~t BUOEX' . abi lity to , 

• 
chi. proJocc. 

D. 

"" ,oetlon ox lno~ nll upucLn ot tho dovolop!lCtn ",f 
k"'m'T W th ho, ,c"ptlt.n oC iLl tlrwnclal r ' Lh which I. 

\WoOd "tell y. l1li • 
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1. Background 

!!WEX began to take shape in 1977 wl~h tho 
development of it Articles of Incorperation and P,y-Laws which 
guide the Bank's operations. The original charter was signed on 
September 18. 1977 in Cartagena, Colombia by 24 Individual. 
representing 25 banks frem 19 countries In Latin America. Tho 
principal objective of B~EX is to prcmote Latin American 
exports . particularly non-traditional goods and services, by 
providing pre- and post-export financing in the form of short-term 
advances , banker's acceptances and mediUll-term loans. 

B~EX was formally Incorporated in Panama in 1978 
w thn authorized share capital of $99.0 million (representing 
99,000 shares). By late 1978, an initial capital inscription of 
approximately $25 .0 million had been paid. which permitted the 
&nk to carmence operations In January, 1979. A total of 193 
banks participa ted In this Initial inscription. Tho central bank. 
or their designee. rrem 20 Lo .in Amerlcnn and Caribbean countries 
e ch contr buted $200,000 for $4 .0 million in equity, 172 private 
carmercl 1 bank, from Latin America, tho united States, Europe, 
Asl ..nd the Midd le East contributed approximately $18.5 mUlion, 
"nd the Internat onal Finance Curporation (IFC) contributed $2.5 
m 11 or, to becom& tho largeat individual shareholder . In 1981, 
the uthorl ed ohare capi tal was Increased to $110.0 million and, 0' of April 30, 1982, the nUllber of shareholder bank. had 
Incre ed to 232 raisins paid In capital to a total of 
pproximacu y $34.0 million. (Sea Table 12). 

Inccmo in tho Bank ' s first yo r of operAtiOn waG $1.5 
mi . on, w th .aot. of S192 .6 mill ion. By the ond of 1981, the 
Mt lINIu.:I ncar.o had jlrOWl1 to $5.2 million nnd auet. to $691.1 
m lion. 

2. ShAreholder. 

\''II~n tho II.lIIk w a ere ted, threa cla .. u of 
.. lIwraholduto ro tabU.hod, CIDGI A. c:cqIrillld of contr.l 

nlc ..cd ~totO_M bank. doaignaced to be In chi. Clall' Cia .. 
&. conJ ICing of publiC and priVAte bank. or ftnancial 
n.titutlona wi th 6 majority of their c.plt.l rrem Latin Americ., 
nd C1 • C, c ri lod of International c_rcl.l bank. . At the 
981 .~'r holdl:. ~otlng, Ciol. 0 .har ho140r WA. o.cobl ilhocl 

tor ntul'llJtlonol orillilliutioni . Currllntly , tha IFC I. the only 
.h4ruholdor In thi. cI4 •• (provloully, It un. 4 Cloo. B 
.h4r"ho 4or) . 
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T .... U 12 
8ANCO LATINOAM~~krrO~E ElPORTACIONES 

(8LADEl) 
As lit Karch 31, 1982 

Percenuge 
No. of Totll Ownership 

Shareholders Mount IS 'OOOl AcIount of ToUl 
A 8 C 0 I, 8 C . 0 - - - - - - - -

Argunt I na 1 5~ I - 1,172 1,055 700 - 2,927 8.62 
Uol , v;a 1 5 670 326 - - 996 2.93 
8rdSIl I 15 1,172 491 - - 1,663 4.90 
Chile I 11 - - 1,172 498 - - 1,670 4.92 
Col Ot:'.l> Ia I 5 - • 538 551 - - 1,089 3.21 
Cosu Ri ca 1 1 - - 291 10 - - 301 0.09 
Eeuldor 1 6 1,172 686 - - 1,858 5.47 
£1 S.lv4dor 1 , 509 88 - m 1. 76 • -
uu . .. e~d 14 8 - - 509 100 - - 609 1.79 
,1'" ..f 1 291 100 - - 391 1.15 
lioncur .. 291 368 - - 659 1.94 
.. a" ttt I • 291 • 100 - - 391 1.15 
~_. 1(0 I 8 509 138 - - 647 1.91 
hlcd" <II I - - 291 8 • • 299 0.88 
'Ir..~.l 18 - - 525 581 • • 1,106 3.26 
~. • "1 1 2 - - 1,172 175 • 1,347 3.96 
~~rC 1 13 - - 1,172 1,930 • • 3,102 g.p 
o~ . ~ 1 n1 elna , 4 350 291 • • 641 1.89 • 

": .. ,.11 I 4 • • 50? 569 • • 1,078 3.17 
"/ ,. ,"01. I • • 670 860 • • 1,530 4. 51 
C.· •• C. • • 2 • • • 800 • eoo 2.36 
C ( .. nl • • • • • 400 400 1.18 
.n41 • • I • • • 200 • 200 0. 59 
.uly • • I · • 200 • 200 0.59 
J.~ar • • ( • • • 1,600 • 1,600 4.11 
lor • • • I • • • 400 • 400 1.18 
\eC ".ncl • • I • • • 400 • '00 1.18 
S,II- • • ( · • • 1,1 50 • 1.1 50 3. 39 
~.l:ttrhnd • • 2 • • • 600 • 600 1.71 
JrhiC .:tn9C~ • • I • • • 400 • . 00 1. 18 
~lIt: Stun • • 6 • - • 2.000 • 2.000 ~ . ~V 

A .A Ah, • • I • • • ~OO • 400 1.1 " 
" i C • • • I • • • 1. 500 2.500 1.3& -- --To\.. , DIU _ ..... 16 I _ ... \3 .176 a . 4'~ ._r=. 1,1$0 poo 33.m e_ 100.011 
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The shareholders meet annually and are responsible 
for electing tho Board of Directors. The Board has ten "lfI!Iberd 
(three each from classes A. B and C. and one from Closs D) with 
each .... ber being elected to a two-year teEIII by tho Rhoreholders 
of their respective class. The Boord meets quarterly with BlADE)( 
IMMgement and provides gUidance on a wide range of poUcy 
fs sues. An importent function of the lIoara Is to elect the 
Executive Vice President of BWE)( who is the legal representative 
of the Bank .s well a6 the Chief Executive Officer in chorge of 
day to day operations. 

Annex G. contains the Articles of Incorporation and 
By-laWS of BWEX end details the speci Fic responsibilities of che 
shareholders . the Board of Directors and the Executive Vice 
President. 

3. 
8 currently org.nized. 

Undor the Executive Vice-President are three 
tunet anal departments , Assot •• LI.blllties and Admlnlstr.tlve. 
£.>ch Doparl:mimt s heoded by a Sonlor Vlce-Prosldent. The Assots 
Dvporcment Is responsible for manAging credits to cllont •• for 
. yndlcatlons and for Illed lun-tOEIII loans. Tho Liabilities 
Dctpar tment handles do!-O" lcs. floating ratd notos. Lines of Credit 
and occept onco f IMnc ~ t1/:l. Tho Admlnllttotlvo Doparanent porfOIlDl 
cCZJ;lUt ll18. POrlOMO~ ar.~ accounting funct{(lNl. 

In o':der to lIItInaIIo the rapid growth of the Bank. Itl 
stoff hoi aLcoat tripled ,Inco operation. bogan In 1979 (from 33 
to 87 4' of Apt /l. 1982). Futuro growth on the .1%0 of the Itaff 
c~nJurato ~Ith tho growth of the annk I. plannod. 

ApproxllMtoly holt of the I taff ('3) hove a 
UIIIVvr~ .t)'-lovOl dfl;lree . and Illghtly moro then holt ('5) oro 

~I. BIA)£); place. 0 hIgh priority on training Itt poraonnol at 
o ~~ 10l1li1 ot re~poNI lblll ty. Thl. priority I. d_tr.tod by 
thl r lit voly 1 ... Iovel of turnover oxporlenced t hu. (at. Alio. 
6(11. of tho profoili0tl41 .tlte II 30 yoan old or y~or. 

Annex C. provldo. add itional dot.ll on the 
cOl¥' Ition of tho BIADEX . t. ff and ~ It I. dlvldod IIDOnIl the 
tunct onbl deporcment •• 

4. j..,ondl !lr! Rrtlulijclona "lid PrClCl'dur .. 

All 4 rolltlvo)y now In.t lLut on . 8LAD£X hltl an oblo 
to doalflll .ti oporlc OM ArOUllJ ,he cOpilbl llt l • oC IIdvoncod 
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autanated data systems. The Bank haa recently Installed an IIIH 
Sys t m 38 which maintains all of ita records, Including up to date 
listings on Its portfolio balance, In ea.ily and readily available 
autanated foen. The staff Includes a senior computer expert as 
well 8S prograuners who manage the system and assist other staff 
members with specific requests. 

In accordance with Ita statuteG, BLADEX may lend only 
to I ts shareholder banks In Classes A and B. fUrther. before 
lending to any bank, the respective country must have a Clul A 
shareholder. This regulation limit. the banks which may borrow 
frem BLADEX to those that are Latin American. 

In its lending operations, • primary concern Is the 
pranotlon of exports frem the rPoglon and, during 1981. 
approx!matoly 731 of the gocxls financed by BLADEX wore destined 
for non-LI1t l n A!nOrlcan marketa . The primary market was North 
"'1IIl rlca (401). with Europe (2G1) and Africa and Asia (71) 
IICCount no (or the rest . For transactions financed In Central 
kI>Jr ca. thl. Sll!:le percentage of gocxls exported outside the region 
a ao holds true . 

As noted above. the Assets Doparcment manages the 
~r~t no of cred ts to client banks. Nine officers frem the 
lluporcmcnt constantly t r vel to theso bank. to review loon 
applications and to update tho detailed snaly.ls BLADEX maintain. 
on their flna:>eial StatUS . lJslng thla I ntocnat lon, the credit 
officIO. are able to reccmmand appropriate action to the Senior 
Vice Pros dent for Asset.. I 

5. Conelu.lons 

"'ltho~h It 114. boon In oporatlon for just throe and 
.. ha .. 1~ n . !IJJK:X I. portormlna well. It I rapid Cinanclal 

h haG buen CW\Giled effoct lvely and MI been IDIILched by an 
.ppropr at Incroase In the Bank' •• t ·af!. 

'1M proto;cIOlllll . taft 18 young but very well 
c; ed . ilIId the Iq)I III placed on training haG been reworded 
tit • ced C4toci Gtart ~h ch M. ruponded to tho chall~e created 
tit tn.. h of tho bMk . Tho av.llablllty and u.o of lin 

V.n( aut ted d ta sy.tem M • • 1.0 sro.tly fac ilitated tho 
work of tho BAnk . . 

.n 'UlIMry , afeor rovlewl l1/l all available 
nto ~t~, thu MJo.lon concur. with tho tlnd1ns of tho 1~1C In 

It., =Olt r ont S\JfArvl.lon Roport of B~, It ... "Is . ounel, 
1 ~.JNldoo ones IIlIIvlns In tho rlsht dlroc:tlon In tOI'llll of 

http:a--'-a-.L4
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achieving its' broad objectives," (p. 4, Annual Supervision Report 
of the BLADEX Portfolio Review Calmittee, April 30, 1982). 

E. Social Analysis 

A traditional social analysis examines the design of the 
proposed project with respect to the social and cultural 
characteristics of tho target group to dotot1Dine whother these 
present any constraints which would affect Uaplementation and 
""hiovOO>ent of project objectives. For this project, however, a 
t raditional analysis has not been undertaken for two reasons: 
first , the project deals most directly with coomercial banks and 
the industrial sector through well established procedures and, 
second , the proposed design does not include any new features 
which wou d affec t the relat ionship between the industrial sector 
and labor force which depends on i t. Instead, this discussion 
br efly reviews the general soc ial environment in which the 
project i. set and the benef its which will accruo to the 
ndustrlal labor force , 

\01 th the developa>ent of the industrial aector spurred by 
the CACM, the dc::and for labor (primarily unskilled) contributed 
co the ste dy stre of migrants looking for work In the urban 
canters , In addition, as the disruption of dally life in rural 
dre S c us,~ by the unstable political sitUDtion has intensified 
owr the past few YC4rG . the perception that work could be found 
convlncud many people to leave the rural oreas In search of a 

tter Ufo. What they have found, however, is thet ~loyment 
opportunities , even for unskil led labor, have became scarce and, 
n cuny eaICI , are disappearing altogether os plant O"ncrs decldo 

to .c 10 h.ck or cc Be operations In rosponse to the contracting 
~<kot, tho .hortaae of credi t for working capitol and tho general 
uncortalnty bout tho future . 

Tho ilr~,.ojn& levul of un~loymcnt is a ""'jor CBusa of 
cone rn thrOu3hout the region. In thla poriod of political 
n.tabllity, h gh lavuls of unemployment can cro te 4 fert ile 
'ound or ~xt:umist gr~' to uxplolt In recruiting ~rticlpant. 

or t r uetiv to.. I unattended , thi s si tuation will sorvo to 
deepen tha strife which characterizos much of tho roglon . 

ThO propo.ed projec t , thorofore, 10 partlculnrly wal l 
,ultud to ra.pond to thlD SitunL lon becnuna by providing re.Ourcol 

"c tho prlvato InduGtrial .octor needs for production purpoaop , 
• 101111 01£0 h YO ,1 slnnHlcann OOlploymcnt Impact. AS . tl!Mted 

In tno oconar. c uMly I. at lonlt 22 .000 jobs. repro. ntlng 
p?r~~ir t. y 4~ ot the aX Dtlng labor forco, could be n{fected by 

thQ projoct , Section Ill .8. 2,d, nbovo , contolns dOL Iled 

. . 
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discussion on this impaot, including the inccme benefit's which are 
expected as a result of the increased employment. 

Based on the !mportanclo and magnitude of the employment 
and incane benefits that will accrue to the industrial labor force 
and the fact that no new features are introduced, the Project 
Ccmni ttee has concluded that the proposed project is socially 
sound. 

• 

http:4444,.44-4-44,.,4,-444,44.44
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IV. lMPLDlENl'A'I'ION ARRANGEMENTS 

A. Project !:!anBtlement 

1. !Ole of BLADEX 

a. Man!l/!ement Procedures 

BLADEX. through the Son lor Vice-President of the 
Liabilities Division. will have overall responsibility for project 
implementation and for keeping RDCAP edvised on all matters 
related to the loan. The Senior Vice-President for Liabilities 
will also Inform the BLADEX Execu~lve CcaJIIlttee (consisting of the 
Executive Vice-President and the other two Senior Vice-Presidents) 
on the progress of the loan. 

The Executive Vice-President of BlADEX will be 
responslblo for sdvislng the Board of Directors on the status of 
the project. Tne Board of Di rectors, however, will not have any 
d teet role In project management slnee all necessary authority, 
Including approval of any loan request, has already been delegated 
to the Executive Vice-President. 

No major variation frCJll the current analysis 
BLADEX conducts as part of Its normal oparatlons will be 
required. Existing staff Is sufficient to meet all demands which 
may arise In implementing the project. 

b. Project IJ!plcmentatlon 

Credi t officers In the ASsets Division will be 
rucponslble for reviewing all loan request.. Thoy will examine 
the crlter! establ l shL~ for thl& loan along with the normal 
f ctors BLADEX reviews when a loan application I. received (e.g., 
councry risk aMlysls. callpOaiclon of the shereholder bank', 
portfollo. and the implications of the added liability on the 
bunk', financial position) . Based on their analy&I&, tho credit 
ofC cur, will recoomcnd aithor approval or rojectlon to the Senior 
V co President of tho ASsots Division who will then edvlle the 
Execut vo CcaJIIlttoo on tho appropriate courae oC action to follow. 

At tho outlet of tho project, BLADEX will advise 
RDCAP of Its oatilMted roquircnonts for ft 60 day perled and :thet 
.-.mt w 1 be .. dv need and dopes I tod In an account I n a lNIjor 
U.S. nk dunt fled by BlADEX . All funds oro dbburaed frCJll the 
.. "oune . BlADEX will advlsa RDCAP and roquest that tho account be 
ruplenhhod . 

• 
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When a loan request Is approved, BUlilEX will 
noti fy the shareholder bank of the decision and Initiate the 
preparat ion of appropriate loan documentation. At the same time, 
BUlilEX will arrange for the transfer of funds needed to finance 
the approved activi ty. Most of these steps will occur almost 
simultaneously becsuse the comnunlcatlon between banks Is handled 
electronically. 

Following disbursement of funds, it will be the 
shareholder banks ' responsibility to provide BUlilEX with all the 
documentat ion to show that project fund. have been utilized in 
accordance wi th agreed upon tenDS. BUlilEX will not have any 
direct relat ionship with the final borrowers. A similar procedure 
is currently appl ied for all of BUIIlEX's lending activities with 
its client banks . 

AIl part of the normally scheduled visits to the 
client banks . the credit off icers will review project status with 
appropr iate bank official s and, In this way, will Identify any 
problems which may ar ise and call t hem to the attention of the 
Executive Commi ttee. 

2. Ro Ie of ROCAP 

ROCAP 'a Progrnm and Project Dovelopnont Office will 
have overall management responsibility for the project. 
Specif ically. the project manager assigned to that office will 
monitor all loan act ivi ties , maintain regular coamunlcatlon with 
BLADEX on project status, assure ca.pllanca with the Loan 
Agreement, p4rtlcip4te In project evaluations, and report LO AID/W 
on a continuing basis . 

An Unplanentatlon caDnlt tee has been es tablished to 
~aslst tho project manager on oddresl lng and resolving any liluo. 
thDt may arise . Fiscal control of loan fundi will be tho 
rcapons billty of the ROCAP Cont roller. 

ROCAP wi I not exerc ise pr ior approval r ights on 
lOMS bolng conta.plated by BUlilEX. The project manager, however, 
J L vilit BUlilEX oifices on • rosu16r basis and , as feas ible, 
w 1 vltlt partlclp4tlng banks In conjunction with vi sit. plannod 
~I BLADEX 'o .rodlt officers to . s.uro that fund. aro used In 
uecordancu with tho Lonn Agreement . 

In "ddi t or LO qUlltLor:y reports on lonn approval. , 
cOl!1l)Iur.:ntl , dhwrnUl»nta and tho U"OI of AID funds . 8U11lEX wi ll 

r.~uired to submi t nn nnnu 1 audited f inancial statement and an 

• 
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annual audit prepared by an Independent CPA tim acceptable to 
ROCAP. 

B. Implementation Plan 

The proposed project has been designed to addreae the 
criclcal problan of the scarcity of foreign exchange needed for 
essential import.. BlADE)( already haa lnatalled a mechanlllD which 
Is capable of delivering re~urces qUickly and efficiently and, 
therefore, the project will r~t lose any t~ In eetabll.hlng a 
framework within which to address tho present crlsle. Eligibility 
criteria have been purposefully kept at a mln~ to peaDlt 
m.:IXlmUll flexibili ty. As a result, It Is expectad thot once tho 
Losn A&reement Is signed and the Conditions Precedent aatlltied 
(which BlADE)( should do In a short period of t~) loan 
applicatIons w 11 be reviewed and Hrat dllburlCltents made without 
deloy . 

The project Includes no IIl4Jor activities that IIIUIt be 
plunned for a epaclflc time In order to ailUre smooth 
1ltplementatlon. ~e the CPs are .atlafled . the principal 
~ctlv ty wi 1 be co IIlOnltor loan roque.t •• approvals and 
dlaburaements . Table IS conta ins the Ichedule of the principal 
project events. 

Table 15 
Implementation ~t.blo 

1. ProjllCc Authorization Recolved 
2. I..oIIn N\r_t Signed 
~ . Condl t 10M PrClCedcnt SatlaCied 
4. Initial Dlabur,ement 
S. f'Y 83 Fund. Obllaated 
6. RovlC'.l ot eo-finAnCing Lovola 
7. Project Evaluation 
II . PICD 

c. EV':Ult lon PIIIII 

September 1982 
SeptCllllbor 1982 
October 1982 
October 1982 
Docllllber 1982 
Hlrch 1983 
October 1983 
SaptCllllbor 1984 

G n tho d_tuted demAnd tor UlOUrcO' .uch ,. 
tho.a to be provided by th I project and tho txl.tonco of • 
functlonl _Mnl capablo of dollvtrllll tham co tho t.rs,ot 
&roup, tho lOIln II olf~ted to be dllbur.ed In Ivory .hort 

'r ot t!ll.u . AI a :o.u t . only 01\(1 vlluatlon I. plJinnod 
owr tho 11 to of eho proJiiCt . 

• 
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This ovaluat ion will focus on the objective of the 
project to ass ist In Increasing non-traditional export. to 
areas outside of the ~CM and will as,eS8 the extent to which 
loan funds have holped participating enterprises expand their 
export produ ' Ion. The longor tonn iJq)act expected from the 
proj ect , such as Increased GOP and employment, are not expected 
to be fully ovldent during tho l Ifo or the project: 
nonuthotcs • the cvatUllclon will bo able to gain saoe Insight 
as to tho Initial short- tenn Uopact In thoss aroas. 

BLADEX and ROCAP staff with as. lstance from out. Ide 
consultants will carry our :he evaluation. The logical 
Franework (Sec AMex F) will be t ho general bo.l . used for 
co ~urlng project progress In achieving g081 and purposo 
r rgets . 

D. DllbutlC>llent Procedure. 

RIX'IIP w 11 Il\;lko dollor advance to tho rovolvlng 
fund. tM boiIlancQ of ,.., ch will oqUIII 8LADEX ' . projected 
A~b-l~nc I\oi roqulr'y:-ent. [or 60 day porlod . ROCAP will 
r ~ "nloh the vance upon .ub:!llI lon of vouchor. and 
• tort:1\oi doc ntat on (o .g. , a Ctpy of tho notification to a 

c.l<nc b..rJc that funds have beiln trantforred to It. account) 
"h ch v doneQ O4n dlibunWlllnt •• 

In thla proj~t. 8LAD£X will funct ion o. an 
I~tor: ot. crodlt ll11t turlon . Procur_nt proceduro • • 
t rotor. 1 bo In Iccordance wleh tM pollclat lot OUt In 
Chopear 19 of IWldbooll 1. SuppltmOne 8. AU project lund. will 

to PolY for eM procur_e at !load. wi th dollar. 
(tor. ,n • 0). 7ho IQUTOO ond orlllin of eho !load. 

u: ",11 bO n ~I COI.IIcrl • Included In Coao 9U or the 
A Ooooer ph c Codii BoolI and tilt cClll'lcrlClI o( Central _tic • • 

t. OWllclonl, \l!!I:'vMnc. , and Nmotlatl lll\ StltUi 

!=teeMt So PI.bur."'!"t 

'itIoo proJliCt M. bHn clllliMOd to cl r,w upon lin 
r 'lIt _fwIIl within IlLADliX for chonnotll~ fund. 

o cr.o tor. : ,rour. f'ro,lect Iy." "" .hcMI Lhllt chi • 
.... ~,..:n. ," len I I n:l"l to <JC:hftlll • cho .tat~ 

Joe: . ,1_"0II6 ~. tNt no chi 01 (0 IIIH!CIt!cI to 
•• : cho r III r .(4 01 cn.. proJIICC . 

• 



, 
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Other than those CDndition. Precedent which .r •• tlnClud prior 
to Initi al disbursement (i •••• de.ignatlng ottlci.l . 
representati ves and obtaining a leg.l opinion on thl Bank'. 
authority to enter into an egreement with AID). BIADEX wUl bo 
required to at test that thore has boan no .ign1ficant ~e in 
It s f inancial si t uation since thl time of it. l •• t certitied 
audit statement. 

2. Covenants 

a. F\lnds made avail.ble under the loan .hall bo 
utilized for financing activit i •• in tho •• countrl •• In Cantr.l 
A!!Idrica which are designated tor participation In the Clribbun 
Basin Inltlat l vo. 

b. Borrower wi ll croate a .y.te tor accounting 
" thl AID t und • • oparatoly. with .11 repayment. ot principal 

and nt.re5C (onco an adequato r ••• rve tor 10l.e. i. 
e.t bli.had and aO:D.inllt ratl ve co. t •• r. covered) to ba ueeel 
only or tholO purpol OI for which AID tund. wore orisinally 
ltIIdo Availabl • . 

c. Borrower wi 11 . ulDlt A quartorly , t.tUl roport 
to A!l) containing. breakdCMI of . ublOin • • typo. of IndUltrl .. 
:cc~_v r~ 411 atonee. c~lcoent. and dl. bur. a=ent •• tOaD4 InCI 
cond t one of r.anclng . UlOI ot BlAIlEX InCI AID tl.lld ••• 1Id 
ochor ca:untG 41 appropr It • • 

d. BlAIlEX egroo.. to provide . dUring thl 
dhbur _t porled of the AtD loan. co-financing for the 
pro'. oct n an DOUIt equal co twlco thl AID loinl that 
COo: r ... ·.ai , defined II the oucatInCIlng balance of creellt 
prov dlJd by It lor tho purpo.o of prClllltins export. frCD 
councel 01 aiblo to par tclpato In the project. mlnul thl 
AVer 41 for 98 0 tho oucnind ll1l\ balanC. of .uch credltl InCI 
w.cl .... lliII of 6f'tI credit. provided f reD the AID loan or fl.lld. 
do: _VIJd fra: :.'1: .\lD lo.ull lind chit ~ .hlll. during the 

t! g te= of the All) loan. cainca!n , l.vel ot co·tlnancing 
"'" that tha over 0 IIlXIII:It ot co· tlnanc lng duclre lIlY .1. 

:h : 011 !I no .. I than twico the out.c.ndlng principal of 
tho A 0.1:1 uc that I lC month porled. 

{..nI. :0 
e . aIA!la egrHI thot . prior to ua lre project 

I tor.= londlr\ll . It will lulDlt. In lOnD . nd • 
tl.f.ccory to AID. ~ ducr lptlon bf tho typoo! 

• c 11101 Jjropolod lind tha crl terl. ut.bll.hod to 
o Clio! lub 041\ I nVOlCDCllt . 

) . "'*0£111,100 Statu~ 

'nIo propo.lICI projoct hoi boon developed In cloll 
c:on w til 8WJI'.X, imo.iI n.H hoi lMCIo . 1 ntrlunt 

OIIC f. : Dr. co til.! content or tho projocc papor . /lo probl_ 
.ro tOf.~ n n c~ ~<Otlatlon or • lOIn r nt . ROCAP 
G~,i<lCti to All ,lIP 1 n 8Jlfe_nt lhonly . ft f fKolvlna tho 
pro. '4~hOr fAt Ion. 

• 

• 

I 

• 

• 
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