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I. PROJECT SUMMARY AND RECOMMENDATIONS 

A.  Recommendations 

The Project Development Committee recommends that $50 
million ($40 million ESF grant and $10 million DA loan) be 
authorized to carry out the Regional Economic Recovery project. 

Summary Description 

1. Goal and Purpose 

Investment levels are still. below the levels 
required for the economic recovery of the region and a greater 
effort is needed to encourage multilateral development banks 
(MDBS), other donors, and commercial banks to provide more 
external resources. The goal of the project is to mobilize 
increased levels of external resources to the Central American 
reqion and to stimulate growth of extra-regional exports in 
order to help achieve AID's short term stabilization and medium 
and longer term growth and equity goals. The Central American 
Bank for Economic Integration (CABEI) has played an important 
role in mobilizing external resources in the past and in 
channeling investments to meet the region's development needs. 
The purpose of the project will be to improve CABEI's financial 
and administrative viability and increase the Bank's present 
investment impact on the region while strengthening its private 
sector program development. 

Background and Project Activities 

The economic crisis of the Central American 
region has not yet been overcome and levels of investment remain 
inadequate to assure achievement of AID's overall strategy goals 
for stabilization and longer term growth and equity. The 
National Bipartisan Commission on Central America (NBCCA) 
estimated that to achieve 1980 per capita income levels by 1990, 
$21 billion in aggregate external financing would be needed for 
the region during the 1984 to 1990 period. The NBCCA report 
recognized that ahout half of the extenal financing required 
would need to be met from sources other than A.I.D. The NBCCA 
report called for an effort to increase assistance from IBRD, 
IDB, Mexico, Venezuela, the European countries and Japan. The 
report also recognized that commercial banks must play an 
important role in providing external financing, initially by 
rescheduling part of their existing debt and later by providing 
fresh capital. 



While the $21 billion estimate for external financing 
was based on balance of payments analyses (i.e. the sum of the 
projected current accounts), another way of looking at the need 
for external financing and investment is that the current 
econmic crisis has precipitated a dramatic decline in the stock 
of productive and social capital in the region. Foregone 
investments in agroindustry, manufacturing, agriculture, 
infrastructure and services must be overcome if the Central 
American economy is to achieve positive real rates of growth and 
to diversify the productive sectors into activities that offer 
the best promise for future growth. Achieving equity within 
this growth framework will also require very large investments 
in housing, educational facilities, potable water and other 
social areas to make up for inadequate investment in the past 
and to keep pace with rapid population growth. 

CABEI has played an important historical role in 
mobilizing external resources to meet the region's development 
needs, accounting for almost 20% of the external financing 
flowing to the region. These funds have been used primarily to 
finance high priority infrastructure projects (e.g. regional 
roads, an interconnecting energy grid, telecommunications, 
electric power, ports, etc.) where CABEI has had a major role, 
accounting for 13% of public investment. CABEI has also played 
an important role in the housing sector using HIG and local 
resources which have financed more low cost housing than all of 
the bilateral HIG programs combined. Loans to the productive 
sectors have been of lower priority under CABEI's past mandate 
and account for a relatively small part (15%) of CABEI's 
portfolio. CAREI's experience here has been mixed. Most of 
CABEI's direct loans to the productive sectors and tourism 
involve large projects which are experiencing serious problems. 
These are due mostly to the economic crisis, the collapse of the 
Central American Common Market and political problems within the 
region. CABEI's indirect loans, as a second tier lender, to 
national ICIs under a previous AID project to assist rural 
agribusiness are being repaid and the subprojects financed by 
the TCIs for small and medium sized projects have had important 
impacts on non-traditional exports, employment and incomes. 

While CABEI i~ still the region's largest and most 
creditworthy financial institution, it is going through a 
serious short term liquidity problem which has not permitted the 
Bank to contribute to increasing the levels of investment needed 
by the region. In fact, CABEI's net disbursements to the region 
have been seriously reduced over the past few years and many 
important public sector investment projects have been delayed or 
postponed as a result of a lack of financing. CABEI recognizes 



that it must obtain the resources needed to increase 
disbursements to the countries for infrastructure projects and 
that it must continue to play a major role in this area. It 
also realizes that more of a priority must be given to private 
sector investnent, particularly for projects to increase 
exports. New initiatives along these lines have been encouraged 
by CABEI'S Board of Governors, composed of the member 
governments' central bank presidents and ministers of economy, 
but these as well as efforts to increase disbursements on 
approved projects have been frustrated by CABEI's liquidity 
problem and delays in obtaining appropriate levels of external 
resources. 

The NBCCA report recognized the important role that 
CAEEI has played in the region's development and its potential 
importance in achieving stabilization 2nd growth with equity for 
the region in its recommendation that the U.S. join CABEI: 

"The Central American countries are opening 
membership (in CABEI) to countries outside the 
region. We urge the U.S. to join this institution 
and t.o encourage other creditor countries to seek 
membership. The infusion of new resources would help 
invigorate the hank, which could channel much-needed 
funds to small scale entrepreneurs and farmers, 
provide working capital to existing private sector 
companies, and encourage the development of new 
industries. " 

While it is not possible for the U.S. to join CABEI 
for long standing overall policy reasons regarding sub-regional 
banks, the project will carry out the intent of the NBCCA 
recommendation and thus is an integral part of the U.S. 
Government's Central American Initiative. The project is based 
on a comprehensive institutional analysis carried out by Price 
Waterhouse and follow-up design work by the same firm. In 
essence, the analysis indicates that CABEI's overall strategy 
and reforms to put the Bank in a position to assist the region's 
recovery by mobilizing and transfering external resources and 
aqain play a significant role in meeting the region's 
development/investment needs are appropriate and feasible, but 
t h a t  U.S. assistance will be crucial to these efforts. 

The project is designed to help CABEI overcome its 
short term liquidity problems, carry out approved high priority 
public sector investment projects while at the same starting a 
new initiative to assist export oriented agribusiness projects 
in the private sector as a second tier lender. Substantial 



technical assistance has also been included in key areas to help 
the Bank continue and consolidate its overall administrative 
reforms and strengthen its capabilities to rehabilitate its 
direct loan private sector portfolio as well as to carry out the 
agribusiness initiative working with ICIs in the region. 
Project conditionality has been negotiated out with CARE1 and is 
an integral part of the overall effort to strengthen the Bank 
and improve its creditworthiness and thus the Bank's ability to 
attract external financial resources from new extraregional 
members, MDBs, bilateral donors and commercial sources. The 
project includes the following three components: 

(a) Improving CABEI's Short Term Financial 
Viability 

This component involves $30 million of 
project assistance which will provide CABEI with a rapid 
injection of capital for its public sector investment program to 
complete projects which have already been approved, but delayed 
in implementation or postponed by CABEI's liquidity problem. 
CABEI will provide $48.4 million in counterpart funding for this 
effort. Besides the benefits of the projects and their impact 
on investment and employment, a positive net flow of funds from 
CABEI to the countries will provide a strong incentive to the 
member governments to comply with their commitments to provide 
an increase of $50 million in paid-in capital to strengthen the 
Bank and to remain current on their repayment obligations. Both 
will be conditions to the project, 

This component will also involve assistance to 
CABEI in rehabilitating its private sector direct loan 
portfolio. Based on recommendations of the IBRD, CABEI has 
established a separate unit for this effort as part of the 
Bank" major reorganization carried out in the Fall of 1984. 
Baaed on Price Waterhouse recommendations and technical 
assistance from UNIDO/UNDP, CABEI has now developed a plan for 
the rehabilitation effort which involves selling off foreclosed 
properties to private investors and rehabilitating other 
industries which are still operating through appropriate 
technical assistance and efforts to bring in new investors. 
A.I.D. financed technical assistance will assist the unit to 
carry out the rehabilitatim plan. 

A.I.D. financial and technical assistance as 
well as related conditionality will have an important impact on 
the Bank's liquidity and creditworthiness. CABEI negotiated a 
$119 million "Club" loan with 34 international commercial banks 
in the Spring of 1984. CABEI's self help steps and A.I.D. 



assistance should facilitate the negotiation of a new "clubu 
loan by mid 1986 involving rescheduling on very favorable terms 
and at least some fresh capital. Negotiation of the new loan 
will be one of the conditions of the project. 

(b) Strengthening CABEI's Orqanizational 
Structure 

CABEI carried out a major reorganization 
and reduction in force during the Fall of 1984 based on 
recommendations from studies carried out by Lazard Freres, the 
IBRD and CABEI's own internal analysis. Well qualified 
individuals have been selected to head up the various divisions 
and offices resulting from the reorganization and it should 
result in a more effective and streamlined institution. Price 
Waterhouse identified some areas where further organizational 
adjustments may be needed as well as the need for carrying out a 
major effort to design and implement an integrated management 
information system and several small specific studies to help 
consolidate and implement the reorganization. This component 
will finance technical assistance in these areas which will help 
further strengthen the Bank's organizational structure. In 
addition, CABEI has indicated an interest in incorporating 
environmental planning and analysis in anticipation of carrying 
out expanded lending programs. Technical assistance and 
training for this purpose is also jncluded in this component. 

(c) Strenqthening CABEI'o Private Sector 
Program Development 

A total of $15 million in A.I.D. resources 
plus $7.5 million in counterpart will be made available for 
agribusiness sublending under this component of the project. 
The same general lending criteria that were applied under the 
first CARE1 agribusiness loan will also be applied under this 
project, although a greater emphasis will be placed on 
extra-regional exports. A.1.D.-funded long and short term 
technical assistance and training will be provided under the 
project to a )  increase CABEI's project review capabilities; b) 
assist CABEI in strengthening the participating ICI staffs in 
export-related project identification, promotion and 
implementation; and c) provide guidance directly to subborrowers 
in areas such as export marketing, quality standards, production 
technology and others. 



3. Summary Financial Plan ($000) 

A. I.D. CABEI ICIs TOTAL 

1. Public Sector 
Investment Program 30,000,O 43,878.9 - 73,879.9 

2. Working Capital for 
Private Sector Port- 
folio Rehabilitation - 2,000.0 - 2,000.0 

3. Agribusiness Credit 15,000.0 2,500.0 5,000.0 22,500.0 

4, Technical Assistance 
and Training 5,000.0 60.0 - 5,060.0 

5, TOTAL 50,000.0 48,438.9 5,000.0 103,438.9 

C. Summary Findinqs 

The Project Committee has reviewed all aspects of the 
proposed Regimal Economic Recovery project and finds that it 
is technically, financially, socially, and economically sound 
and consistent with the strategy goals and objectives approved 
by AID/W in the ROCAP 1985 Program Statement and FY 1986 Action 
Plan. The Committee 5as further found that CABEI is 
institutionally capable of carrying out the components with the 
technical assistance and training which has been included in 
the project. 

USAID comments cn the PID as well as AID/W guidance 
in the PID approval cable have been incorporated into the 
project design. Consultations have been carried out with the 
USAIDs by the Price Waterhouse PP design team as well as by 
ROCAP management. Copies of the PP have been distributed to 
the USAIDs for their further comment and ROCAP believes that 
there is a consensus that the project is an important regional 
initiative complementary to USAID efforts. 

The proposed project and its conditionality have also 
been discussed with the Central Banks of the member countries. 
They understand that the effort to revitalize CABEI is a 
cooperative one and that self help efforts on their part will 
need to be made to meet the conditionality on paid-in capital 
and repayments. Without exception, the Central Banks view the 
project and CABEI's potential role as highly important to the 
region's development and needs for external financing. Private 
sector leaders consulted also recognize CABEI's importance and 



welcome the A T C  initiative to channel more resources through 
CABEL as a second tier lender to the private sector. Finally, 
the IDB and IARD have been consulted during the PP design 
process and they agree on the importance of the financial parts 
of the project as well as the specific areas selected for 
technical a~sistance. The AID project will hslp facilitate the 
approval process for a pending IDB loan of $80 million to CABEI 
for regional road rehabilitation as well as IBRD consideration 
of initiating major lending programs through CABEI. 

D. composition of the Project Development Committee 

Mission Project Committee 

Edward Madeau, Acting Deputy Director 
Michael Deal, Project Development Officer 
Arthur Warman, Private Sector Officer 
Julian Heriot, Regional Economic Advisor 
Alejandro Pontaza, Financial Analyst 

Mission Review Committee 

John Eyre, Acting Director 
Thomas Totino, Controller 
Richard Delaney, Program Officer 

Consultants 

Auguste E. Rimpel, Jr., Price Waterhouse 
Leopcldo Torres, Price Waterhouse 
Samuel E. Hale, Jr., Price Waterhouse 
James S. Munson, Price Waterhouse 
Leonard J. Horwitz, Price Waterhouse 
Carlos Koncke, Price Waterhouse 
Joseph Rorgatti, Price Waterhouse 
Yamille Nasralla, Price Waterhouse 
Dr. John Horberry, International Institute for 

Environment and Development 

CABEI 

Jorge Papadopolo, Finance Manager 
Mario Alberti, Project Coordinator 
Arnaldo Pasquier, Chief, RECAP Unit 
Federico Alvarez, Manager, Studies and Promotion 

Division 
Leone1 Preza, Chief, Productive Sector Proinotion 

Unit 
Felix Martinez, Legal Advisor 
Leon Paredes 
Orlando Castro, Chief, Project Analvsis Unit 



11. PROJECT BACKGROUND AND RATIONALE 

A.  Backqround 

From 1979 to 1983, the Central American region 
suffered through one of the worst --if not the worst-- economic 
recessions in its history. Eetween 1979 and 1984, real per 
capita GDP for the region declined some 16%. Falling incomes 
mean, of course, rising unemployment. Between 1978 and 1984 
there were pzrhaps 150,000 - 200,000 new entrants into the 
regional labor force. With GDP stagnant or falling in absolute 
terms, these people have joined the ranks of the open unemployed 
or underemployed. 

The origins of this crisis are well known. They 
include a world-wide recession, increased oil grices, falling 
commodity prices, political turmoil, a reduction in net capital 
flows and a near collapse of regional trade. In addition, the 
Central American governments have been unable to continue 
countercy~lical fiscal policies due to substantial cuts in 
current and capital expenditures required by economic 
stabilization programs. 

One of the most serious of these economic problems 
has been the virtual disappearance of private capital flows 
from abroad and capital flight from the region. In 1979, 
concerned by their overall exposure in the developing world, the 
world-wide recession and the downturn in the Central American 
political situation, foreign suppliers ceased to extend short 
term credits and foreign hankers began to cut back on long term 
lending. This cutback has continued, with long tera credit from 
foreign sources having almost completely dried up. The 
prospects of reneweu resource transfers and financing from 
private sources are dim and rely heavily on guarantee mechanisms 
and innovative initiatives to reduce credit risks. Capital 
flight encouraged by overvalued exchange rates and political 
insecurity in the region has further diminished stocks of 
investment capital and has only recently begun to slow, and in 
some cases, reverse itself. 

Official capital flows have not offset the reduction 
in net private capital flows. In general, the United States has 
increased its ESF assistance and the International Monetary Fund 
(IMF) has provided important compensatory financing. Rut 
project lending for recovery and development from both bilateral 
and multilateral official sources other than the U.S. has not 
increased significantly. Table I shows official development 



assistance (oDA) to Central America from OECD countries, from 
multilateral lenders such as the IBRD and from OPEC countries. 
Total oDA flows on a disbursement basis (less USAID) to the four 
countries of the region increased only 12% in nominal terms 
between 1980 and 1983. In real terms, flows decreased by 
perhaps 8% between those two years. On a commitment or 
obligation basis, the picture may be worse. Data from the IBKD 
indicate that the Rank obligated between 1981 and 1984 only 60% 
of the amount obligated between 1973 and 1980. These numbers 
point to the conclusion that whereas official flows have not 
experienced the sharp drop as that recorded in the private 
accounts, they must be increased far beyond present levels in 
order to reach the scale of investment activity recommended by 
the NBCCA. 

Table I 

Total ODA Flows to Four Co ntries 
17 of Central America, 

Costa Rica 65.3 52.6 42.2 
El Salvador 55.3 72. !. 51.5 
Guatemala 58.3 59.9 46.3 
Honduras 

TOTAL 

l/ on a disbursement basis and less U.S. - 
Source: OECD, DAC 

The decline in private capital flows has nat~rally 
contributed to the deep cut in the stock of productive capital 
in the region. National accounts data, as well as anecedotal 
evidence, point to declining investment rates in the private 
sector. In the private sector throughout the region (less 
Nicaragua) between 1980 and 1983, there was a ~ ~ $ 1 ~ 4  billion 
(in 1370 prices) shortfall in investment .2/ This number 
reflects replacement investment that did not occur and 

2/   his number was derived by calculating the difference - 
between private sector investment at its actual levels between 
1980-83 and what it would have been if the level had been 14% 
of GDP, or the rate that was achieved during the last high 
growth period for the region, 1971-78. It is worth noting that 
this level of investment drove the regional economy at a 5.5% 
real rate of growth annually. 



increases in plant capacity that would have been necesssry to 
expand the GDP in real terms beyond the 1980 level. The 
anecdotal evidence of the consequent erosion of the industrial 
base is apparent in each of the countries. Most plants are 
old, have obsolete equipment, and many have closed. 

The decline in public sector investment has not been 
as steep as that in the private sector since, as a group, the 
Central American governmerits continued traditional rates of 
investment expenditure through 1983 supported in large part by 
continuing official foreign assistance. But due to constraints 
on governments' current expenditure, erosion in the 
infrastructure base is becoming apparent. Many of the region's 
major highways are reaching the point where heavy rather than 
routine maintenance is required to prevent the need for very 
costly reconstruction. And, as pointed out above, a 
restructuring of the regional economy will likely require a 
greater public sector investment effort. 

In sum, these f~regone investments -- in 
infrastructure, agroindustry, manufacturing, agriculture and 
services -- must be undertaken if the Central American economy 
is to regain 1978's real level of output, if it is to achieve 
positive real rates ?f growth beyond the 1978 level, and, most 
importantly, if it is to diversify the productive sectors into 
products that offer the best promise for future economic growth. 

B. The Prchlem 

Given this backdrop, the challenge is clear: 
significant new capital resources must be attracted to the 
region, and efficiently disbursed once received, in order to 
fuel the investment levels necessary to achieve the short term 
stabilization and longer term growth and equity goals desired. 

The National Bipartisan Commission on Central America 
(NBCCA) estimated that to achieve 1980 per capita income levels 
by 1990, $21 billion in aggregate external financing (i.e., the 
sum of projected current accounts) would be needed by the five 
countries during the 1984-90 period.* The NBCCA report 
recognized that about half of the external financing needs 
would need to be met from sources other than AID. The NBCCA 
report called for an effort to increase assistance from the 
IBRD, IDB, Venezuela, Mexico, the European countries and 
Japan. The report also noted that commercial hanks could play 

*Other sources, including AID in its presentation to the NBCCA, 
made roughly similar projections. 



an important role in external financing, initially by 
rescheduling part of their exj-sting debt and later by providing 
fresh capital. 

The task of mobilizing adequate levels of external 
assistance is formidable. Most of the financing will need to 
be on highly concessional. terms because 02 the region's debt 
problems. Central American governments and the various credit 
intermediaries, both public and private, must undertake a 
serious effort to provide the necessary stimulus for higher 
investment rates, principalLy in new dynamic export sectors. 
The governments of ihe region are gradually shifting their 
policy matricies to reflect strategies of export 
diversification rather than import substitution. Exchange rate 
regimes, tariff regimes, tax policies and domestic interest 
rate policies are all coming under careful scrutiny. With the 
assistance of external donors (principally AID), a number of 
credit intermediaries are being strengthened or, in some cases, 
established to address the financial service requj-rements of 
the productive sectors. 

In spite of these measures and the assumption that 
improvements in the world economy and the Central American 
political situation will materialize during the balance cf this 
decade, significant increases in capital resource mobilization 
will be hindered by the lack of depth in the region's capital 
market structure. Existing national level financial 
intermediaries (e.g., commercial banks, financieras, credit 
unions and national development banks) do not possess, 
individually or as a group, sufficient scope or leverage to 
attract the external capital flows necessary to insure the 
region's economic recovery. 

The prospects of increasing external official capital 
flows, particularly from non-A.I.D. sources are also hindered 
by the economic aild political problems of the individual 
countries. Several could be considered to be uncreditworthy or 
to have political systems or particular political problems too 
controversial to risk increasing donor assistance on a 
bilateral basis. 

On the demand side, there are significant 
opportunities to increase investment in the short and 
medium-term with external financing in infrastructure and to a 
lesser extent in responding to agroindustry needs. Many 
important infrastructure project6 have had detailed feasibility 
studies and lack only financing in order to be initiated. 
Other infrastructure projects have been initiated only to be 



paralyzed by a lack of finnancing. Investments in such 
projects can have almost an immediated impact on increasing 
employment and incomes in addition to their longer term impact 
of providing the infrastructure base for social and economic 
development. While the investment climate for the productive 
sectors remains poor, there is significant unmet demand for 
investments in agroindustry projects. Financing for such 
projects can also have a relatively quick impact on employment 
and, as many of the agroindustries are exporting or have the 
potential to export, they offer part of the solution to the 
region's longer term economic problems. 

In summary, the problem is to find new mechanisms to 
mobilize additional external financial resources from AID, the 
MDBs, other donors and commercial banks to meet the region's 
current and future investmant needs. Slich mechanisms would 
need to overcome the lack of depth in the region's capital 
structure and the political and economic problems that impede 
lending. 

C. Project Rationale 

1. Overview 

This project will complement and augment 
bilateral approaches to the problem of resource mobiliza.tj.on 
and increasing external investment levels to meet the NBCCA 
projections. The underlying rationale for the project 
emphasizes the necessity of employing a regional approach in 
addition to the bilateral USAID's support to national level 
financial intermediaries. This regional approach focuses on 
CABEI, which is Central America's largest and most creditworthy 
financial institution. 

In pursuing a regional rationale for resource 
mobilization enunciated above, ROCAP intends to embaxk on a 
multi-year program of assisting CABEI to (a) overcome its short 
term liquidity problem through support of the Bank's various 
self-help measures described in the following sections; and (b) 
expand its focus to include a greater emphasis on private 
sector productive enterprises, espezially with respect to 
extra-regional agribueiness opportunities. 

This strategy recognizes that (a) CABEI is at a 
critical turning point; (b) U.S. leadership and support for 
CABEI's self-help measures in the form of a timely and 
appropriate level of assistance can make a crucial difference 
in terms of invigorating the bank; (c) this in turn will 



encourage other donors (particularly the IBKD) to provide 
project assistance and new members to join; and (d) CABEI'S 
emphasis must be re-oriented from that of the past, to one of 
greater support of the private sector as a second tier lender. 

The project will focus on some of CABEI's most 
pressing financial and technical assistance needs. At the same 
time, it will permit CABEI to proceed with its re-orientation 
process by providing the necessary liquidity to complete a wide 
variety of major public sector investment programs, providing 
technical assistance to rehabilitate problem loans to private 
companies, and channeling credit to small farmers, 
entrepreneurs and new industries through a proven agribusiness 
program. 

A reoriented CABEI will be a key element in a 
comprehensive approach to the region's problems. The Bank can 
continue to mobilize external resources from donors for 
traditional investments to expand and maintain the region's 
infrastructure base while at the same time bring in new 
resources from both donors and private capital sources to meet 
the requirements of the productive sectors. The Bank can then 
channel such funds through national institutions which do not 
have CAREI's overall financial strength and creditworthiness. 

The project will build upon CABEI's emerging 
function as a second tier lender which was pioneered under 
ROCAP's Regional Rural Agribusiness Development project 
(596-T-016). This function is further substantiated hy the 
December 1984 Price Waterhouse institutional study of CABEI 
which defines the Bank's niche as an apex institution, 

CABEI'S Past 

CABEI, established by the five Central American 
Common Market (cACM) countries in May 1961 "to promote the 
economic integration and balanced economic development of the 
member countries," has historically accounted for almost 20 per 
cent of the external financing flowing into the region and 
approximately 5 percent of the region-wide investment (13 
percent of public sector investment). As of June 30, 1983, the 
year of the highest total of loans outstanding, CABEI had 
committed $1.7 billion corresponding to 935 projects, as shown 
in Table 11. 



TABLE I1 

CABEI's Total Lendinq Activity as of 
June 30, 1983 
( $  Millions) 

Sector No. of Loans Amoui? t Percent 
-7 

Agriculture and Fisheries 35 $ 56 3.2% 

Mining 7 8 0.5 

Manufacturing 318 183 10.5 

Electricity and Water 69 2 71 15.5 

Infrastructure 187 €43 36.8 

Transportation, Storage 
and Communication 

Toutism R1 78 4.5 

Intermediary Financing 62 43 2.5 

Social Services 31 67 3.8 

Housing 

TOTAL 

1/ Sum does not relate precisely due to rounding. - 
The resources mobilized by CABEI to finance the 

investments included in Table I1 totaled $1.4 billion, with 
$325 million from paid-in capital and retained earnings and 
$1.1 billion from external resources. Foreign commercial banks 
provided almost one-half of CABEI's external resources through 
direct loans and the purchase of CABEI bond issues. The high 
degree of creditworthiness which CABEI has enjoyed with foreign 
lenders has been one of CABEI'e major institutional 
accomplishments. No other financial institution in Central 
Anerica has been able to place bonds in private capital markets 
at similarly favorable rates. Probably no other institution or 
nation in the region has CAREI's potential to attract a broad 
range of potential donors and fresh capital from commercial 
banks. 



Many of CABEI's development accomplishments have 
been in connection with its objective of promoting the economic 
integration of the countries and specifically the need to 
improve communications. A regional highway system was put in 
place, ports and airport facilities were modernized and 
telecommunications systems were improved and made compatible. 
These types of infrastructure investments supported the rapid 
growth in intraregional exports which went from a very low base 
of $30 million in 1960 to $1.1 billion in 1980 and contributed 
to the high growth rates that the region achieved during the 
two decades. CARE1 also supported the growth in the industrial 
base through direct loans to industries, a number of which, 
according to an evaluation carried out in 1975, were 
sufficiently competitive to also engage in extra-regional 
exports. Tourism projects were supported in both the public 
and private sectors to complement industrial growth. CABEI has 
also helped the region respond to the oil price increases by 
giving hydroelectric power projects a high priority and an 
interconnecting regional electrical grid is nearing 
completion. In addition, CABEI has become an important elenent 
in housing finance ($235 million in total loans) and 
agroindustry by channeling resources through national level 
institutions in both the public and private sectors. 

The combination of CABEI's track record and its 
regional scope makes it a central figure in any plan to assist 
Central America in restoring external capital flows. CABEI is 
a more credible and reliable channel for external financing 
than the various national financial institutions and, hence, is 
in a position not only to attract more such financing but also 
to apply it more efficiently. 

CABEI's role in the future, however, must reflect 
the changing needs of the region. CABEI's Board of Governors 
is composed of central bank presidents and ministers of 
economy, who, as key policy makers, are well aware of the need 
for the Rank to shift its operational focus, in marked 
emphasis, from public sector infrastructure to extra-regional 
export industries. Table I1 points out that in the past, 
private sector projects (in agriculture, mining, manufacturing, 
some tourism and financial intermediation) represented 40 per 
cent of total loans extended but only 16 per cent of total 
financing. In preparing its five-year, $1.0 billion investment 
program for the 1984-89 period, CABEI's project identification 
effort shows a marked shift in the proportion of loan 
commitments, as compared with the past, from infrastructure 
toward the directly productive sectors. 



Thus, the overall rationale for the project 
includes assisting CABEI to reorient its role in meeting the 
region's future development needs by placing emphasis on 
increased private sector investment, productivity and 
extra-regional exports. 

3. CABEI's Recent Performance 

From the late 19709, CABEI has been faced with 
serious and growing difficulties caused by both external and 
intra-regional circumstances described earlier in the Background 
section. The consequences for CABEI have been: (a) some 
slackening of demand for loans, largely for the private sector; 
{b) a sharp increase in the level of arrears, initially 
affecting mostly the private sector portfolio but, more 
recently, government obligations as well, largely due to the 
economic crisis and the scarcity of foreign exchange; (c) a 
liquidity problem, the combined results of the arrears and the 
growing concern of foreign commercial banks about the 
credit-worthiness of the Central American countries and, by 
extension, of CABEI itself and thus an unwillingness on their 
part to provide CABEI with fresh bridge financing; and (d) 
CABEI's inability, therefore, to fund a large volume of pending 
new loans (approximately $408 million as of March 31, 1985) 
which the Sank had studied and approved in principle. 

To a large degree, CABEI's current situation can 
be summarized by reviewing its loans and recoveries since 1976, 
as shown in Table 111. 

TABLE I11 

Sunimary of CABEI Loans, 1976-1984 
( $  millions) 

Financial Net 
Year Commit- Disburse- Repay- Arrears at 

(July-June) ments ments ments Year-End 

Sourcer Institutional Assessment of CABEI, Price Waterhouse, 
December, 1984. 



The rise in arrears reflects the deterioration of 
the Central American economy over the past several years. 
Until 1983, the arrears affected private sector loans, which 
constitute a relatively small proportion of CABEI's portfolio. 
In 1983/84, however, the total of public sector arrears 
increased by 75 per cent, while those for private sector debts 
were actually reduced by nearly one-fifth. The public sector 
arrears (as of June 30, 1984) were very unevenly distributed, 
with 65 per cent attributable to Nicaragua and approximately 13 
per cent each to Costa Rica and Honduras. 

As a result of CABEI's liquidity problem, new 
project approvals have dropped from a level of just over $200 
milJ.ion in 1980/81 to about $10.7 million in 1983/84. 
Disbursements under approved projects are now being made (1983/ 
1984) at the rate of approximately $6 million a month, compared 
to the pre-economic crisis period when disbursements were 
averaging about $10 million a month. Inflation has eroded the 
impact of even this low level of disbursement in terms of its 
investment and employment impact. Levels of disbursement are 
presently below the level of repayments from the cou~tries. 
Thus, instead of carrying out its traditional role of 
mobilizing and transferring resolxces to meet the region's 
development needs, CABEI is now adding to the contractionary 
pressures causing the economic crisis to continue. 

As a critical part of the project's rationale, it 
is important to discuss the various measures which CABEI has 
placed in motion in order to remec?y its current financial 
troubles and resume its role as a vital conduit for 
transferring financial resources from both official and private 
sources to the region. 

4. CABEI's Self-Help Measures 

CABRI has taken a number of measures to start to 
resolve its liquidity problem and carry out a longer term 
strategy to provide the financial base which can help tfie bank 
make a substantial future contribution to growth and 
development. 

Some of the measures taken over the past year 
have been particularly important. In mid-1984, CABEI signed a 
$119 million loan, called the "Club Loan", with 34 private 
foreign banks. The loan is for five years including a two year 
grace period and carries an interest rate of 1.75% over prime 
or LIBOR at the option of the creditors. Two of the 
participating banks also made a commitment for a short term 
line of credit for $9 million for three and one-half years. 



CABEI also negotiated an advance disbursement of $18 million in 
loans from private U.S. banks covered under A.I.D. Housing 
Guaranty agreements. 

CABEI contracted with Lazard Freres in 1984 to 
carry out an analysis of the Bank" liquidity problem, the need 
for administrative changes and other measures to strengthen its 
financial structure. The IBRD also provided substantial 
assistance and guidance to CABEI in these areas,. As a result 
of these studies, as well as CABEI's own analysis, a major 
reorganization and reduction in force were recently carried 
out. More important is the fact that these were initial steps 
in carrying out a strategy to resolve CABEI's current problems 
and start to build for the future. 

The strategy basically involves: 

(1) Putting CABEI's own house in order by cutting 
administrative costs, improving its accounting system, and 
establishing a more effective management and administrative 
structure to solve the arrearage problem, including 
establishing a special unit to rehabilitate the private sector 
portfolio; 

(2) Negotiating with its member governments to 
pay public arrearages and to provide further increases in 
paid-in capital; 

(3) Negotiating major new programs with both 
traditional and nontraditional donors and shifting the emphasis 
of CABEI's lending to meet the region's current development 
needs; 

( 4 )  Expanding CABEI's capital base and credit- 
worthiness by bringing in new members from outside the region; 

(5) Raising funds in the international capital 
markets for the region's development on the basis of the above 
efforts. 

The self-help steps taken by CABEI to resolve the 
private sector arrearage problem have started with the creation 
of a new unit reporting directly to the Vice President. This 
unit has prepared a strategy and list of priority projects that 
offer the best prospects of being rehabilitated as well as 
their financial and technical assistance requirements. CABEI 
has also taken the legal steps needed to proceed to sell the 
buildings, equipment and other assets of firms which have 
closed down 



CABEI's efforts to resolve the public sector 
axrearage problem have already started and, for example, the 
Bank is enforcing a new rule which stops disbursements to 
member governments for public sector projects when arrears 
exceed 60 days. Successful negotiations involving member 
governments took place in early 1985 on arrearage and other 
payment problems and an agreement was reached to increase 
paid-in capital by the equivalent in local currencies of $50 
million before December 31, 1985. 

5. CAREI's Special Fund for Econorrtlc and Social 
Development 

The annual meeting of CAREI's Board of Governors 
held in El Salvador in mid-February 1985 was an important 
turning point in CABEI's self-help efforts to resolve its 
liquidity problem and act as a catalyst in increasing external 
capital flows to the region from official sources and from 
private capital markets. The Board approved resolutions 
calling not only for an increase in paid-in capital as 
mentioned above but also for the establishment of a special 
"Fund for Central American Economic and Social Develpment" 
which would be used as a mechanism to attract extraregional 
members. 

The Fuad would be capitalized at up to $1.0 
billion with initial capital contributions of $250 million to 
be paid in over a four-year period with the remainder being 
similar to callable capital. The Fund would thus strengthen 
CABEI's overall creditworthiness and ability to obtain private 
capital in the international markets. The Fund is also 
expected to provide a sufficient guarantee mechanism to 
encourage the IBRD to increase its lending to the region 
through CAREI. The Fund is viewed by CABEI as a transitional 
step to eve7tual full participation in the social capital of 
the bank by extraregional memhers. The advantages of the 
interin measure are that the Fund does not require changes in 
CAREI's basic treaty and the lengthy process of obtaining 
approvals from each of the member governments through a 
ratification and legislative process. CABEI intends to pursue 
a dual track approach seeking the participation of 
extraregional members in the Fund while proceeding with the 
process of amending its basic treaty to permit the acceptance 
of extraregional memhers in the social capital of the Bank. 

The Fund was presented to the donor and 
international financial communities at a special meeting held 
in conjunction with the annual IDB board of governors meeting 



held in Vienna in late March 1985. The U.S., represented by 
A.I.D., noted the importance of CABEI's role in Central 
America's development and regional integration and expressed 
strong support for financial assistance to the region. The 
U.S. address also endorsed strengthening CABEI's financial 
position in conjunction with management and administrative 
reforms and improved performance on the part of the Bank and 
its member countries. The U.S. also announced that the $50 
million CABEI Regional Economic Recovery project was well 
advanced and that the U.S. would study the Fund concept in 
light of CABEI's performance in revitalizing its loan 
management and of other donor decisions regarding financial 
support. Mexico announced th3t it would participate in the 
Fund and other Latin American countries including Brazil, 
,bile, Colombia, Ecuador and Panama supported the Fund 
concept. Tne majority of donor countries expressed support for 
the general objectives of the bank, but deferred decisions 
regarding participation in the Fund. These included Italy, 
France, C.anada, Sweden, Norway, and the FRG. Neither the IJK or 
Japan made formal statements, but indicated privately that the 
Fund would need further study. Subsequently, Japan has 
expressed strong interest and invited CABEI to visit Japan for 
further discussions. 

CABEI has prepared a document "Analysis of the 
Incorporation of Extra-Regional Members into the Central 
American Bank for Economic Integration" which outlined in 
general terms how the Fund would work. Subsequently, CABEI has 
drafted proposed statutes which are being discussed with 
potential participants in the Fund. In general, CABEI is 
taking a flexible approach, particularly in regard to possible 
U.S. participation through A.I.D. which would not involve 
membership. Recognizing the importance of U.S. support to 
CABEI in its efforts to solicit the participatim of potential 
extraregional members, A.I.D. provided CABEI with a letter in 
late May 1985 indicating strong support for the establishment 
of the Fund and interest in possible A.I.D. participation. 
CABEI is now making contacts with several key countries and 
Colombia and perhaps several others are expected to announce 
their intention to joint the Fund over the next few months. 

6. Other CABEI Efforts to Strenqthen its Financial 
Position and Increase Net Capital Flows to the 
Recrion 

CABEI has also made a major effort to obtain 
concessional assistance to carry out new projects and 
agreements have been signed within the past year for $103.5 
million in new assistance. ' 



IDB-Preinvestment $ 16.5 million* 
Mexico-Various Projects $ 72.0 million*" 
EEC-Small and Medium Industry $ 15.0 million*** 

$103.5 million 

Negotiations for additional concessional 
assistance projects totalling $165 million are well advanced 
and all are expected to be signed prior to the end of 1985. 

AID-Regional Economic Recovery $ 50.0 million 
IDB-Region Roads Rehabilitation $ 80.0 million 
K~~/~errnany-Various Projects $ 10.0 million 
E X I M B A N K / J ~ ~ ~ ~ - V ~ ~ ~ O U ~  Projects $ 25.0 million 

$165.0 million 

Over the medium-term, CABEI contemplates 
additional concessional assistance on the order of $400 million 
from multinational donors and extra-regional governments. This 
amount does not appear to be unduely optimistic, if the IBRD 
decides to initiate lending to CABEI based on its self-help 
efforts and success in obtaining extraregional members. In the 
past, the IBRD has contemplated a series of programs over the 
medium-term totalling about $180 million. The target for paid- 
in capital for the Fund is $250 million over the next four 
years. 

Another important effort on the part of the Bank 
to resolve its liquidity problem and increase capital flows to 
the region is to renegotiate its short and medium term debts to 
commercial banks. CABEI's debt is primarily short to medium 
term in nature and currentry involves the repayment of about 
44% of its total idebtedness of about $667 million over the 
next four and a half years. Negotiations are expected to be 
completed by the end of 1985, or at the latest by mid 1986, on 
a new Club loan which sl~ould contain similar if not improved 
terms over the loan signed in 1984. 

*Includes a techpical. cooperation grant of U.S. $1.5 million. 
**Includes U.S. $14.4 million from Mexico as an advance to its 
participation in the Fund. 

***Includes a grant from Italy of U.S. $1.2 million. 



7. Central American Support for CABEI 

Support by the Central American Member 
governments for CABEI has been indicated by the Board of 
Governors' resolutions calling for an increase of paid ic 
capital of $50 million and supporting the establishment of the 
Fund. CABEI has also been successful in negotiating agreenents 
with Costa Rica, El Salvador and Honduras for payment of public 
sector arrears and currency convertibility which have grown 
over the past few years in connection with the economic 
crisis. These agreements call for clearing all the arrears by 
the end of 1985 with the exception of one relatively small 
payment owed by Costa Rica which will be made in early 1986 
(see Annex H, Financial Analysis). Support for CABEI is also 
indicated by the Board of Directors' decisions to support the 
Bank's reorganization and reduction in force, authorizing the 
establishment of the private sector rehabilitation unit 
recommended by the IBRD, enforcing a 60 day cutoff rule on 
arrears, etc. 

As part of the PP design process, ROCAP 
corresponded and consulted with each of the Central Banks 
regarding their support for CABEI. In general ROCAP found 
strong pupport and appreciation for CABEI's unique role. The 
Central Banks indicated that the member governments intend to 
meet their obligations to provide the increase in paid-in 
capital by the end of 1985 and to fulfill their 
responsibilities under the arrears repayment agreements. They 
also understand the need to stay current in order to help CABEI 
in its broader effort to establish the Fund and take other 
measures to increase capital flows. In general, the Central 
Banks welcomed the proposed A.I.D. project and did not object 
to the related conditionality which was discussed in,detail. 
Central Bank presidents or their representatives stated that 
they now believed that CABEI was being well managed and moving 
in the right direction. They believe that a strengthened CABEI 
is vital for the region's recovery and future development. 

ROCAP also met with private sector leaders in 
each of the countries to discuss CABEI and its role. In 
general, private sector leaders tended to be more critical of 
CABEI and its management, but also shared the view that CABEI 
needed to be strengthened in order to assist in the region's 
development. Regarding the Bank's possible role in assisting 
the private sector, most of the private sector leaders agreed 
with the need for CABEI to mobilize external resources and 
deepen the over all capital market by acting as a second tier 
lender. 



D.  elations ship to A.I.D. Policy and Projects 

1,  elations ship to A.I.D. Policy 

m e  overall rationale for the project is within 
the broad context of the analysis and recommendations of 
the NBCCA. The NBCCA report included a strong emphasis on 
taking a regional approach to resolving some of the area's most 
pressing problems. Many of the NBCCA's recommendations involve 
cABEI directly or have imp1.ications for the role and types of 
programs that CABEI might carry out, as well as for related 
u.S .  assistance and for a policy dialogue with that institution 
on regional policy issues. For example, the NBCCA's eight key 
elements in the proposed economic stabilization program 
included recommendations for policy dialogue, a comprehensive 
approach to the economic development of the region, the 
reinvigoration of the Central American Common Market, an 
emergency credit to the Central American Common Market Fund 
administered by CABEI, the involvement of the private sector in 
the stabilization effort, an expansion of labor intensive 
infrastructure and housing projects, and concluded with a firm 
recommendation that the U.S. join CABEI. 

The proposed assistance to CABEI was included in 
the ROCAP Program Statement, prepared in April 1984, and in the 
related ROCAP Action Plan, prepared in April 1985, under the - - 

~econstruction and ~eveloprnent/~conomic Growth Goals. 
specifically the project responds to the following ROCAP 
strategy goals: 

"TO encourage the resumption of external capital 
flows to the region," 

"To stimulate export-led growth and a more 
outward looking regional esonomy through regional policy 
reforms, I' 

"To help remove key investment, marketing, 
management and financial constraints to agroindustry and 
non-traditional export growth using regional financial and 
technical assistance mechanisms." 

Policy level questions on the overall 
desirability of providfrlg support to CABEI and specifically on 
the issue of whether A.I.D. should use a publically controlled 
institution to channel credit through IFIs to the private 
sector were discussed during the PID review. These issues were 
presented to tha A.I.D. Administrator who made the final 



decision to go ahead with the project design as prop~sed in the 
PID. The A.I.D. Administrator also decided to send a special 
representative to the IDB meeting in Vienna who announced that 
A.I.D. was moving ahead on the CABEI project and that A.I.D. 
strongly supported the need to increase financial flows to the 
region. 

2. Relationship to Bilateral USAID Projects in the 
Region 

The PID for the project was sent to the USAIDs. 
Comments were received from all of the USAIDs and, in general, 
they were positive and constructive. ROCAP has taken the USAID 
suggestions and criticisms into account in designing the PP and 
has briefed the UGAIDs on the final design and conditionality 
of the project. They have also been provided final copies of 
the PP and are expected to provide comments on the project 
prior to the DAEC. 

In carrying out the demand analysis for the 
public sector investment and agribusiness components af the 
project, the IQC contractor Price Waterhouse met with USAID 
staff to insure that the proposed projects were complementary 
to USAID projects and concerns. In the case of the public 
sector projects, USAID recommendations resulted in dropping two 
proposed road projects which were believed to be of relatively 
low priority. In the case of the agribusiness component, the 
CABEI program was perceived to be generally complementary to 
bilateral efforts although there was a perceived rieed for 
further coordination after the project was in the 
implementation stage. CABEI has agreed to coordinate the 
project with the USAIDs as it develops. 

A major concern in the design process was to 
insure that there was adequate demand for the proposed CABEI 
agribusiness component in light of the bilateral activities 
designed to provide credit to this sector. The Price 
Waterhouse consultants discussed this issue with the USAID 
Private Sectors Officers in each of the countries and reviewed 
related USAID studies on demand which had been prepared in 
conjunction with the design of the bilateral projects. As 
detailed in other sections of the PP, Price Waterhouse 
concluded that there is sufficient demand for the CABBI 
agroindustry program taking into account USAIU bilateral 
activities. 



111. PROJECT DESCRIPTION 

Goal, Purpose and Beneficiaries 

The goal of the project is to mobilize increased 
levels of external resources to the Central American region and 
to stimulate growth of extra-regional exports in order to help 
achieve short term stabilization and longer term growth with 
equity. 

The purpose of the project. is to improve CABEI's 
financial and administrative viability and increase the Bank's 
present investment impact on the region while strengthening its 
private sec,tor program development. 

The direct beneficiaries under the project will be 
those private agribusiness credit recipients, suppliers of 
agricultural produce and products, laborers directly employed 
by these businesses and public sector investment programs and 
the CARE1 and ICI personnel who participate in project training 
and technical assistance activities. 

B. Project Objectives 

The objectives of the project are to assist Central 
American economies by encouraging a resumption of capital flows 
to the region, continuing implementation of major public sector 
investment projects sponsored by the region's governmsnts and 
expanding the capacity of CABEI and a wide variety of credit 
intermediaries throughout the region to more effectively 
address the investment and financial constraints to 
agribusiness and export growth. 

In addition, the various project activities described 
below will result in the following end of project status: 

1. CABEI will have resumed a positive net flow of 
funds to its member countries; 

2. A.I.D. assistance will have supported CABEI's 
effort to attract contributions to its Special Fund for 
Economic and Social Development and/or other donor assistance 
on conceusional terms of at least $150 million over the life of 
project; 

3 .  Public sector accounts with member countries 
remain current and paid-in capital increases by at least 40 
million; 



4 .  CABEI1s private sector portfolio will demonstrate 
significant improvement in terms of loans rehabilitated and/or 
assets liquidated; 

5 .  CABEX will have implemented an integrated 
management information sytem and a series of organization and 
management improvements; 

6. CABFI will have strengthened its capability to 
assess the potential environmental impact of the projects it 
finances and improved its project design and monitoring 
activities accordingly; 

7. .Approximately twenty credit intermediaries will 
have received technical assistance and training from CABEI in 
order to improve their project identification, review, approval 
and monitoring capabilities in agribusiness, especially with 
respect to extra-regional export opportunities; and 

8. Increased proG~.s;~tivity, foreign exchange 
earnings, employment, income3 and standard of living as a 
result of credit made available to new or expanding 
agribusinesses. 

C. Project Activities 

The project is composed of three basic components 
which will be carried out simultaneously: improving CABEI's 
short term financial viability1 strengthening CABEI1s 
organizational structure; and strengthening CABEI1s private 
sector program development, including an expansion of its 
agribusiness.lending activities with special emphasis on 
extra-regional exports. 

1. Improvinq CABEI1s Short Term Financial Viability 

A number of measures have already been employed 
by CABEI to remedy its current financial resource position. 
This component will support CABEI's initiatives by supplying 
financial and technical aosistance in several ways: a) meeting 
immediate public sector investment priorities; 
b) restructuring problem projects in CABEI's private sector 
portfolio; and c) assisting CABEI to expand its access to 
extra-regional capital. 



a. Public Sector Lending 

CABEI's liquidity problem has restricted its 
capacity to finance public sector development projects, 
primarily infrastructure, at rates of disbursement called for 
by the projects to maintain their development and employment 
impact. As a result, a significant backlog of funding 
requirements has accumulated. Based on a careful review of 
these accumulated requirements by CABEI, it was determined that 
on a priority basis the project could most: effectively address 
the Rank's liquidity problem by concentrating on a group of 33 
loans, the majority of which had already commenced at least 
initial disbursements and for which, in most cases, full 
disbursement could be achieved during the first eighteen months 
of project implementation. The undisbursed balance for these 
33 loans as of May 31, 1985 Was approximately $74 million. 
These loans involve a variety of projects located in Costa 
Rica, Honduras, El Salvador and Guatemala, including roads, 
industry, agriculture, energy, telecommunications, education, 
water resources and preinvestment. An illustrative list of the 
projects eligible for financing under this component is 
included in Table IV. 

It is anticipated that up to $30 million in 
AID funds will be required over primarily the first eighteen 
months of project implementation, which coincides with the 
projected disbursement schedule for the loans identified. 
CABEI'S own cash flow will permit it to cover the remaining 
requirements. By helping CABEI to resume normal disbursement 
on these priority projects, member governments will have an 
added incentive to fulfill their outstanding commitments to 
CARE1 regarding payment of arrears and subscribed equity 
contributions. In fact, project disbursements w i l l  be tied to 
progress in fulfilling these commitments. These payments will, 
in turn, serve to further revitalize CABEI's level of 
activities in the region. 

During the intensive review, a group of 
consultants was contracted under an IQC mechanism to carefully 
review each of the selected CABEI loans to insure continued 
relevance to host government priorities, complementarity with 
bilateral USAID programs and objectives and financial viability. 

Rehabilitation of the Private Sector Portfolio 

With the establishment of the Portfolio 
Rehabilitation Unit (RECAP) in late 1984, CABEI has made 
notable progress in diagnosing the extent of the problems in 



TABLE IV 
ILLUSTRATIVE LIST OF 

PUBLIC SECTOR PROJECTS 

AMOUNT IN 
COUNTRY PROJECTS THOUSANDS OF $(1) 

Costa Rica Central American livestock school 3,093.1 
Costa Rica 
Costa Rica 

Costa Rica 
Costa Rica 
Costa Rica 

El Salvador 
El Salvador 
El Salvador 
El Salvador 
El Salvador 

Guatemala 
Guatemala 

Honduras 

Coffee rust control 
Educational expansion (National 
Vocational Training Institute) 
Road construction (various.) 
Completion of telecommunications hldg. 
Educational buildings (Technological 
Institute and National University) 

Transmi~ion lines 
Road and bridges connecting CA-12/~~-4 
Coffee rust control 
San Salvador city water supply 
Road construction (various) 

Guatemala city water supply 
Rural communities development 

Cashew production 

TOTAL 

NOTES : 

(1) Amounts represent the net portion eligible for the program, that 
is excluding the portions having ineligible dates of disbursement or 
sources of procurements. 

(2) These are projects for which execution had not started as of 
March 31, 1985. Far all others, execution was underway. 



the private sector portfolio. RECAP working with the Project 
supervision Unit (SUPRO) has reviewed and classified each 
private sector loan and has detailed requisite actions in 
revitalizing each loan in the private sector portfolio 
(Annex I). Currently, RECAP and SUPRO have developed a private 
sector portfolio recovery plan which is to be jointly 
implemented by the two units. This plan, which is currently 
under review for approval by the Bank's Board of Directors, 
details general operating procedures, financial resources and 
technical a,ssistance needs based on the internal diagnostic 
work to date. 

AS part of the recovery plan, a joint A.I.D., 
UNIDO/UNDP and CABEI technical assistance plan has been 
developed by the Bank. UNIDO/UNDP assistance will consist of 
one long term (six months) advisor to RECAP to assist in the 
coordination and general implementation of the Bank's recovery 
plan and two short term (three to six months) advisors to 
provide assistance to larger portfolio segments having similar 
problems such as hotels (marketing), textile (quality control) 
and fisheries (marketing). The UNIDO/UNDP assistance is 
scheduled to begin in July, 1985, and provides the framework 
for the longer term recovery of the private sector portfolio. 

A.I.D., assistance will consist of development of 
rehabilitation plans for individual projects and the provision 
of short term advisors, as needed, to implement the plans. 
Annex I details A.I.D. and CABEI inputs for each private sector 
project to receive assistance over the 
three year life of project. Examples of A.I.D. short term 
technical assistance includes production and quality control, 
finance, administration, plant layouts, etc. Rehabilitation 
plans will consist of detailing overall recovery actions. This 
will include, as appropriate, options on loan rescheduling or 
financing, marketing, administration and general operating 
procedures. 

For its part, the staff of RECAP and SUPRO will 
supervise day-to-day implementation of the recovery plan. In 
addition, for certain projects CABEI will undertake to provide 
short term advisors and/or development of rehabilitation plans. 
The hanR will also provide assistance of its legal department 
as well as naintenance of adjudicated properties. 

Table V details implementation of the three year 
recovery plan as to source and application of A.I.D., 
UNIDO/UMDP and CARE1 inputs. Its relationship to the overall 
project financial plan is more fully elaborated in Section 
V.A.3 of the paper. 



TABLE V 
( ~ ~ $ 0 0 0 )  

1st 2nd 3 rd 
ACTIVITY Year Year Year TOTAL Source 

Ceneral Coordinator 
Assistant SO - - 50 UNI DO/UNDP 

Evaluations to deter- 
mine rehabilitation 
feasibility 100 - - 100 CAEJEI 

Industrial sector 
experts in 
specific industry 
activities 191 138 - 327 UNIDO/AID/CABEI 

Preparation of re- 
habilitation plans 645 485 75 1,205 AID/CABEI 

Maintenance, insur- 
ance and supervi- 
sion of adjudicated 
assets 420 290 205 915 CABEI 

TOTALS 1,406 91 3 280 2,599 



2. ~trengtheninq CABEI's Organizational Structure 

a. Technical Assistance and Training to Support 
CABEI's Reorqanization 

CABEI carried out a major reorganization and 
reduction in force during the Fall of 1985 based on 
recommendations from studies carried out by Lazard Freres, the 
IBRD and CABEI'S own internal analysis. In general, well 
qualified individuals have been selected to head up the various 
divisions and offices resulting from the reorganization which 
should result in a more streamlined and effective institution. 
The hank's reorganization is going t.hrough a shakedown period 
and further adjustments an? fine tuning will be needed over the 
next few years. Some of the initial adjustments are now being 
studied by the Rank based on an internal eval.uation and the 
recommendations of the Price Waterhouse institutional study of 
CABEI. Some of the major Price Waterhouse recommendations 
being considered include: 

- Refine collection functions and procedures 
to give the Operations Division primary responsibility for 
planning and executing collection strategies and programs. 
Assign full-time personnel to collection functions. 

- Establish a Depa'rtment of Systems and 
Organization including the Organization and Methods Unit. 

- Restructure the Financial Division to 
incorporate the present Department of Operations Control as a 
new office co-equal with the Office for Resource Development. 

- Transfer short time financial projection 
functions from the Area of Financial Programming to the 
Financial Division. 

- Establish a new Department of 
Administration combining the present Department of Personnel and 
the Department of Administrative Services. 

It is expected that CABEI will develop a work 
plan to carry out further adjustments in the reorganization over 
the next few months. In its report analyzing the AID project 
proposal, Price Waterhouse recommended technical assistance and 
training which has been included in the project in the following 
major areas: (1) assistance t~ design and implement 
organization and management improvements at CABEI; (2) 
assistance to design and implement an integrated management 



information system; and (3) assistance to improve personnel and 
training activities within CABEI. 

(1) Assistance to Design and Implement Orqani- 
zation and Management Improvements 

An expert experienced in bank management 
and organization will be assigned to CABEI for a period of one 
year to assist CABEI in carrying out the major recommendations 
from the Price Waterhouse Institutional Study and resulting from 
CABEI's own internal evaluation of the reorganization as well as 
to assist the Bank in carrying out related studies to strengthen 
CABEI's organizational structure. A long term PSC Liaison 
Officer, with overall responsibilities to assist in project 
implementation, will also participate in this effort and will 
have follow-on monitoring and implementation responsibilities 
after the departure of the expert in bank management and 
organization. The various adjustments in the reorganization and 
the studies financed under the project should by then be in the 
implementation stage. 

(2) Assistance to Desiqn and Implement an 
Inteqrated Management Information system 

The need for an improved information 
system is well known and accepted within CABEI and Price 
Waterhouse's recommendations along these lines have been most 
welcome. IBRD and IDB officials have also encouraged AID'S 
initiative to provide assistance to CABEI in this area under the 
project. This is the major technical assistance component under 
the project and will involve: 

- Definition of information requirements 
for all bank organizational units (some work now underway) 

- Review of existing computer programs in 
the memory to remove obsolete or infrequently used data 

- Preparation of a conceptual design of 
management information systems and subsystems (financial, 
portfolio, and economical and statistical data) 

- Design the architecture of the system 
and 

- Plan implementation 



- Operational requirements for 
software/hardware configuration 

- Cross impact analysis (impact of 
proposed system on organization, management, personnel, training 
and space utilization) 

- Detail system design, including program 
design, coding and testing, and system 
testing 

- Preparation of procedures and operation 
manuals 

- Training of operators, users and 
management personnel 

- Implementation and acceptance of the 
systems 

CABEI will contract a firm to assist them 
ig carrying out this major program. The first phase of the 
program will be to carry out a diagnostic study of the 
information systems which will develop a refined scope for the 
second phase to design and implement the information system. 
Scopes for the two phases and related cost estimates are 
included in V.R. Institutional Analysis. 

(3) Assistance to Improve Personnel and 
Training Activities within CABEI 

The earlier Price Waterhouse Institutional 
Study of CABEI included several specific recommendations for 
improvement in personnel and training activities within CABEI. 
The study carried out by Price Waterhouse to design the project 
recommended assistance in the following areas: 

- Undertake study and implement new 
personnel evaluation system 

- Undertake staff training needs 
assessment and prepare medium and long 
term training program 

- Undertake job classification and salary 
survey. 



b. Technical Assistance and Training to Support 
CABEI's Efforts to Incorporate Environmental Planning and 
Analysis in its Proqrams -- 

In developing the PID for the project, ROCAP 
became aware that, while CABEI had demonstrated a concern for 
the environment, environmental planning and analysis had not 
been addressed by CABEI in a systematic way. Given the 
relources provided under the project and the expectation that 
CALe!I with other donor assistance and ~o~tributions from 
extraregional members to its Special Fund for Economic and 
Social Development will again become a major lender for both 
infrastructure and productive sector projects (as well as 
CABEI's interest), it seemed appropriate to include 
environmental assistance as part of the effort to strengthen 
CABEI1s organizational structure and CABEI itself. Accordingly, 
a contract was arranged with the International Institute for 
Environment and Development (IIED) which carried out a study 
entitled "Environmental Procedures and Guidelines for the 
Central American Bank for Economic Integration". IIED 
recommended assigning a long term advisor to CABEI, which would 
be supplemented by short term consultancies and training 
activities. The overall scope of these activities include: 

- to introduce the system of environmental 
procedures into CABEI1s project cycle, starting with the program 
preparation, promotion and eligibility phases, and subsequently 
the feasibility dictamen, loan approval and supervision phases; 

- to design and incorporate appropriate 
technical guidance in support of these procedures making use of 
existing guidelines from other development agencies as 
appropriate or preparing specific inputs for CABEI guidelines 
and documents; 

- to manage CABEI's participation in 
establishing the environmental planning system in terms of 
counterpart selection and guidance and of securing the necessary 
commitsonts and actions by CABEI; 

- to identify and coordicate the specific 
short-term technical assistance and training activities in 
response to the programs and projects that are given funding 
priority; 

- to carry out specific studies and 
activities to contribute to CABEI's program preparation, project 



identification, and project analysis as required to initiate the 
environmental planning system, and to provide ad-hoc 
environmental planning guidance to CABEI borrowers; 

- to introduce the environmental planning 
system concepts and methodology; 

- to promote the further development of a 
funding program for environmental protection and management and 
to assist CABEI in identifying possible funding sources outside 
the region; and 

- to carry out environmental assessment and 
management activities. 

A three year technical assistance plan has 
been developed for the above activities to strengthen CABEI's 
organizational structure with technical assistance and training 
to support CABEI's reorjanization and efforts to incorporate 
environmental placnic~ and analysis in its programs as well as 
to provide project liaison support. 

3. Strengtheninq CABEI's Private Sector Program 
Development 

CAREI's traditional mandate has been essentially 
to finance public sector infrastructure, a role which it has 
fulfilled creditably. CABEI's strategy for the future, however, 
as clearly portrayed in the 3ecember 1984 Price Waterhouse 
Institutional Analysis reporc and fully recognized by CABEI 
itself, must seek to shift emphasis toward the productive 
sectors and especially toward extraregional export industries. 
This does not imply an abandonment of infrastructure financing, 
rather it highlights the need to bring about an overdue balance 
to CARE1 's portfolio. 

In order to achieve this balance, AID resources 
will provide technical assistance and training to CABEI in order 
to strengthen its role as a second-tier lender, workins through 
a network of ICIs throughout the region. The project will also 
include a major credit component for building upon the 
experience gained in this regard under the 1977 ROCAP Regional 
Rural Agribusiness Development project (A.1.D. Loan 596-T-016). 

A total of $15 million in A.I.D. resources plus 
$7.5 million in counterpart will be made available for 
agribusiness sublending under this component of the project. 



Tiid same general lending criteria that were applied under the 
first CABEI agribusiness loan will also be applied under this 
project, although a greater emphasis will be placed on 
extra-regional exports. A.1.D.-funded long and short-term 
technical assistance and training will he provided under the? 
project to a) increase CABEI's project review capabilities; b) 
assist CABEI in strengthening the participating ICI staffs in 
export-related project identification, promotion and 
implementationr c) provide guidance directly to subborrowers in 
areas such as export marketing, quality standards, production 
technology and others. Three long-term advisors will be 
contracted: one assigned to advise CABEI's agribusiness program 
coordinator for a period of 12 months and two specialists in 
agribusiness marketing and technology for 18 months each to help 
CABEI regional offices in working directly with participat.ing 
ICIs. A total of 42 person months of short-term technical 
assistance will be provided for firm-level consulting services. 
In addition a training fund of $100,000 will be established for 
CABEI personnel to attend short courses or seminars in the 
region or the U.S. on project evaluation and loan administration. 

Project-funded technical assistance and training 
will also facilitate the implementation of a greatly streamlined 
sublending strategy recently adopted by CABEI. This revised 
strategy decentralizes much of the subloan approval process as 
compared to the earlier ROCAP agribusiness project and 
strengthens the role of ICIs and CABEI regional offices. More 
emphasis will be placed on the selection of ICIs and, once 
selected, ICIs will be given greater autonomy to approve 
subloans. CARE1 has also decided to grant its regional offices 
greater redelegation of authority in project monitoring and 
suhloan approvals while, at the same time, adding new staff at 
the regional level to address these expanded responsibilities. 



IV. COST ESTIMATES AND FINANCIAL PLAN 

The cost of the three-year project is currently estimated 
to be $103.4 million, of which the ROCAP contribution will be 
$50.0 million. Table VI represents a summary of the budget by 
component. The ROCAP contribution will finance $45 million in 
short, medium and long term credit for CABEI onlending to 
agribusiness and public sector productive activities and 
related infrastructure. In addition, $5 million will finance 
technical assistance requirements under the strengthening of 
CAREI'S organizational structure, environmental planning, 
private sector portfolio rehabilitation and agrib~siness 
activities plus expenses for a project liaison officer and 
project evaluations. 

CABEI itself will contribute $48.4 million in 
counterpart for the public sector and agribusiness credit 
programs in addition to $2.0 million in working capital for 
rehabilitation of the private sector portfolio and $60,000 for 
one half of the environmental advisor's contract in year two. 
Salaries and per diem for counterpart technicians to the 
technical advisors and personnel receiving specialized training 
as well as in-kind costs for office space and in-country travel 
are not included in the cost estimates. 

IcIs participating in the agribusiness program will 
contribute $5.0 million in counterpart funding for suhloans 
plus salaries and per diem fox theix technical personnel 
participating in project-sponsored training sessions. 

TABLE VI 

Summary Budqet 
($000) 

A I D  - CABEI ICIs - TOTAL 

1. Public Sector 
Investment Program 

2. Working Capital for 
Private Sector Port- 
folio Rehabilitation 

3. Agribusiness Credit 

4. Technical Assistance 
and Training 

TOTAL 

30,000.0 43,878.9 N.A. 73,878.9 



FINANCIAL PUW 
($000) 

1 985 1 986 1987 1988 -. TOTAL 
A.I.D. CABEI lCls A.1 .D. CABEl lCls A.1.D. CABEl lCls A.1.L). CABEl - - - - - - - - - - - -  ~ C I S  A.I.D. CAeEl --- ~ C I S  - 

t-2 Agrfbusl ness Credit 1,300 215 435 5,200 865 1,735 5,000 835 1,665 3,500 585 1,165 15,000 2,500 5,000 

2. Public Sector Lendlng 5,000 - - 20.000 e.000 - 5,000 22,000 - - 13,878.9 - 30,000 43,878.9 - 
3. Yorklng Capltal - 

Prlvate Sector 
PoctfoI t o  

4, Techntca l Assistance 

a) Agribusiness 
Canponent 

bl Stremgthening 
CABEl 's Org. 
Structure 

t) Env 1 rornenta l 
Plannlng 

d Pr l vate Sector 
Rehab1 I I ta t Ion  

el Long Term 
Llalson Off icer  

f )  Evaluations 
g) Inflatlcn and 

Cont I ngenc 1 es 

Total Technical 
Assl stance 

TOTM. 



V. SUMMARY PROJECT ANALYSES 

A.  Technical Analysis 

1. Public Sector Investment Program 

As of March 31, 1985, CABEI's outstanding public 
seetor commitments to member countries totaled $407.6 million, 
of which 34 percent, or $137.4 million, corresponded to 
existing arrangements with funding from external resources. An 
additional $33.3 million, or 8.2 percent of total commitments, 
represent counterpart contributions to on-going housing 
programs. The balance of $236.9 million, or 58 percent af 
total commitments, represent other financing requirements for 
which CABEJ must use its own resources. 

The projects which comprise this balance of 
$236.9 million can be classified into three groups: loans 
under implementation ($95.1 mn.), loans contracted ($99.4 mn.) 
and loans approved ($43.4 mn.). CABEI's most urgent priority 
is to provide financing for those loans which have begun 
impl.ementation (33) but, because of CABEI's lack of liquidity, 
have been suspended or constrained considerably. 

Duzing the intensive review, a Price Waterhouse 
consultant team reviewed the 33 loans under implementation, 
plus certain loans which had been contracted but had not yet 
been initiated, in order to determine their continued viability 
and eligibility for A.I.D. financing (tzking into consideration 
bilateral USAID concerns, source and origin of existing 
procurement contracts, amended IEE considerations and dates of 
disbursement). The result was the list of illustrative 
projects included izl Table IV on page 28 for which A.I.D. funds 
could be directed. The revised IEE, included as Annex G I  
contains an assessment of only those projects included in the 
illustrative list of projects which was described in the PID. 
Thus for those projects not already reviewed for their 
potential environmental impact, the Regional Environmental 
Management Specialist (REMS) will be requested to make a 
positive determination or specify further analysis prior to 
disbursenent of A.I.D. funds under this component. 

Based on its interviews with bilateral USAIDs, 
the Price Waterhouse consultant team determined that the 
illustrative public sector projects are regarded as either 
supportive of the bilateral A.I.D. strategies, or as not 
conflicting with their programs and policies (see Annex F, 



Chapter 2). There were a few exceptions, however, including 
two road projects in Guatemala considered to have little or no 
priority and one road project in Honduras which was regarded as 
conflictive. These projects have been eliminated from 
consideration for project funding. 

It should be pointed out that while the projects 
on the illustrative list are not evenly distributed among the 
four countries, CABEI counterpart funds freed up by the A.I.D. 
contribution will permit the Bank to address requirements in a 
more proportionate manner. 

A brief description of the public sector 
projects, as stated in CABEI reports, is presented in Annex F, 
Ch. 2, Appendix B. 



2. Private Sector Portfolio Rehabilitztion 

CABEI has a total of ninety ongoing private 
sector loans which comprise fifteen percent of the bank's 
lending activities. Loans to the private sector are classified 
as normal, problematic, critical, closed or foreclosed as 
follows: 

Normal companies. These are companies which are 
operating profitably at a sufficient level to pay 
interest and principal. Historically, they have 
serviced debt and are expected to remain capable 
of meeting loan commitments. 

problematic companies. These are companies 
operating with varying degrees of difficulties, 
have erratic financial records in repaying CABEI; 
yet are considered capable of debt service. 

Critical companies. These are firms which are in 
arrears on loan payments, operating with losses, 
and which are having structural problems such as 
weak management or inadequate financing. 

Closed or foreclosed companies. These are firms 
which are not operating and are either in 
liquidation or have been adjudicated to CABEI in 
settlement of the outstanding loan. 

As of January, 1985, arrearages in payment of the 
private sector portfolio was approximately $100 million, 
including principal and interest. It was $68 million two years 
ago. The not yet matured principal of portfolio in arrears is 
some $50 million more. CABEI has increased its bad debt 
reserve from $10 million to $19 million in June 1985 and has 
committed the Bank to increase the reserve to $25.0 million 
during the next two reviews of portfolio arrearage. In 
addition to the existing $19 for possible non-repayable loans, 
CABEI has established an additional $9 million in reserves for 
losses in interest pa ments and commission, bringing total 
existing reserves to $ 28 million. As part of the project, 
annual reviews and adjustments to bad debt reserves are planned 
for during the life of project. 

Of the seventy-two projects in arrears, 
forty-seven are under the supervision of RECAP )critical, 
closed or foreclosed) and twenty five are under SUPRO's 



direction (problematic). Of the accounts, ten represent half 
of the exposure; four represent properties taken in 
foreclosure; three are "critical companies and three 
"problematic" companies. Honduras has the largest number of 
projects in arrears (12) while El Salvador ($27 million) and 
Costa Rica ($24 million) have the largest amounts in arrerage 
of payment. To see the arrears in another erspectire, of the 
total private sector portfolio, only about $ 10 million is 
normal and up-to-date as to principal and interest. 

In its 1984 reorganization, recognizing the 
growing severity of the problem, the bank following 
recommendations of the World Bank established RECAP. This unit 
is administratively attached to the Operations Manager but 
functionally reports to the Executive Vice President, 
reflecting the serious need to resuscitate the delinquent 
private sector portfolio. 

Internally, the unit consists of six 
professionals who are assigned the projects classified as 
critical, closed or foreclosed. The RECAP works jointly with 
the regional offices and with the five person Project 
Supervision Unit (SUPRO) which is responsible for bank 
portfolio management and control and for supervising normal and 
problematic loans. 

Since its inception, RECAP has worked with SUPRO 
to determine, on a case by case basis, the degree of 
performance of each private sector loan. This has resulted in 
assigning to RECAP projects classified as critical, closed or 
foreclosed. The normal or problematic loans are administered 
by SUPRO. For those projects classified as critical, 
additional assessments have been made to determine other causes 
for nonperformance and to determine the degree of feasibility 
in rehabilitating the loan. 

Having reviewed, analyzed, classified and 
assigned all private sector loan projects between their 
respective divisions, SUPRO and RECAP have developed a recovery 
plan to revitalize the private sector portfolio. This plan is 
currently before CAREI's Board of Directors for approval and 
detailo greater RECAP operational autonomy, internal operating 
proceduzes, policies, and includes recommendations for selling 
off adjudicated assets as well as the type and mix of 
assistance needed to turn the problem projects around. This 
includes technical assistance, loan rescheduling and, in very 
limited cases, refinancing. 



Technical Assistance 

Since the beginning of 1984, the World Bank, 
UNIDO/UNDP, A . I . D .  and rAREI have undertaken various studies 
and/or provided technical assistance to assist in private 
sector portfolio rehabilitation. This assistance has enabled 
RECAP and SUPRO to detail specific technical assistance inputs 
to the recovery plan. A $2.6 miliion three year joint A.I.D., 
UNIDO/UNDP and CABEI technical assistance package has been 
developed. As indicaLed in the financial analysis section, the 
combined technical assistance package is projected to result in 
75% recuperation of the private sector arrearages. 

UNIDO/UNDP technical assistance to RECAP has 
determined a generai mix o2 technical assistance needed by the 
unit as well as projected needs for individual projects 
identified as being rehabilitative. Recently, CABEI has 
concluded an agreement with UNIDO/UNDP to provide one long-term 
(six months) advisor to assist RECAP in management of the 
recovery plan and two short-term advisors (approximately three 
months each) to work with segments of the private sector 
portfolio that have across the board similarities. 

In addition to assistance to RECAP and broader 
segments of the portfolio, diagnostic work on the private 
sector loans has identified the need for development of 
detailed recovery plans and in many instances short-term 
technical assistance to initiate their implementation (see 
Annex I). A.I.D. and CABEI resources will be utilized in 
carrying out these activities. 

Loan Rescheduling and Refinancinq 

Although technical assistance needs are 
identified for each rehabilitative project, it is expected that 
implementation of the assistance will in some cases identify 
the need for loan rescheduling and/or refinancing. It is 
CABEI's policy that while loan rescheduling will be considered 
on a case by case basis it does not want to provide refinancing 
except in very select exceptions. As such, a modest $2.0 
million from the Ordinary Fund is being set aside for 
refinancing. In addition to establishing its own set aside, 
CABFI will seek to include other investors in any refinancing 
needs. This will include discounting their own investments in 
select companies as well as seeking financing from commercial 
or donor resources for projects which are rehabilitated. 



3. Aqribusiness Program 

a. Credit Demand 

The PID included an estimate of credit demand 
totaling $ 40.2 million, based on field interviews by CABEI 
staff. During the intensive review, the Price Waterhouse 
consultant team was tasked with verifying and updating the 
CABEI estimates, an exercise which resulted in the 
identification of an inventory of 89 projects for a total 
investment of $ 65 million (see Table VIII). An additional 
$12 million was identified by the Banco Nacional de Costa Rica 
for which detailed information was not available. These 
estimates are based on interviews with 15 ICIs in Guatemala, El 
Salvador, Honduras and Costa Rica. The complete demand 
analysis is included in chapter 2 of Annex F. 

Fifty-one of the 89 projects identified, 
totaling $ 32 million, are export-oriented, with the remainder 
focused primarily on the local market. Approximately 75 per 
cent of these projects have already had pre-feasibility or 
feasibility studies performed. The number of projects were 
evenly divided between those requiring up to $ 250,000 in loan 
capital and those requiring more than $ 250,000. Credit 
requirements ranged from a low of $ 20,000 for an orchid 
growing project in Costa Rica to $ 6.5 million for a sisal 
processing project in El Salvador. (see Annex F for more 
detailed summaries of the individual country demand 
assessments). 

With the exception of certain ICIs for whom 
the resources obtained through the CABEI program would 
represent only a small component of their total operations, all 
ICIs interviewed expressed a strong interest in participating 
in the CABEI program. Most ICIs felt that CABEI funds could be 
used to satisfy immediate needs for which firm commitments from 
other sources did not exist. 

In addition to interviews with the 15 ICIs, 
the consultant team interviewed CABEI management and staff, 
high level executives of the four central banks, a sample of 
potential sub-borrowers and USAID private sector officers in 
all four countries. A review was also made of current 
bilateral demand analyses and other relevant documents supplied 
by those interviewed. In the absense of more exhaustive field 
work, the consultants' report concluded that, given certain 
assumptions described below, if only somewhat mare than 20 per 







cent of the projects identified materialize into effective 
demand for CAREI1s program, total utilization of funds will be 
assured. This conclusion is strengthened by adding to these 
estimates the fact that new projects will be coming on stream 
and that the demand analysis did not cover all the ICIs which 
could participate in the program. 

Critical asscmptions used in developing the 
conclusions stated above include: a )  CABEI will not be required 
to distribute project funds equally among the four participating 
countries, but rather, will he able to respond flexibly to the 
different circumstances prevailing in each country; b) CABEI 
will adopt distinctive strategies and levels of effort to suit 
the needs of each country; and c) CABEI will utilize technical 
assistance under the project to strengthen the capabilities of 
~articipating ICIs, particularly in the evaluation of 
non-traditional export projects. 

All bilateral Missions considered valid the 
objective of helping CABEI reorient its activities toward 
increasing support for the productive sectors. However, 
reactions to more specific implications of the project 
reflected whether or not the country was expected to have unmet 
demand for non-traditional export projects. In Guatemala and 
Costa Rica, the project is considered essentially complementary 
to bilateral USAID projects, however, in El Salvador and 
especially Honduras, the project is seen as potentially 
competitive with bilateral projects having similar objectives. 

To avoid overlap, CABEI will adopt a very 
selective implementation strategy based on close coordination 
with bilateral USAIDs. Through careful selection of ICIs (e.g. 
emphasis on the cooperative sector) and the provision of 
financing for projects not covered by bilateral project 
eligibility criteria, such as large projects or those oriented 
toward the'local market, and through selective use of technical 
assistance to generate its own demand, CABEI will be able to 
maximize the complementarity of its efforts with those of the 
bilateral programs. 

b. Sublending Strategy 

The previous ROCAP-funded Regional Rural 
Agribusiness Development project was CABEI1s first major effort 
as a second-story lender. Despite initial delays and a 
cumbersome subloan approval processl this program proved to be 



quite effective. It differed significantly, however, from the 
proposed project in that its focus was on rural agribusiness 
projects oriented to domestic or regional markets as opposed to 
non-traditional exports. This shift in focus presents the 
major challenge to both CABEI and participating ICIs since 
these institutions have had relatively little experience 
lending to non-traditional export projects. 

Discussions with CABEI have resulted in a 
sublending strategy substantially revised from that of the 
earlier program and which is meant to address both the 
institutional strengthening needs implicit in the project's 
export focus and the recommendations for improving CABEI's loan 
approval and disbursement procedures identified in the June 
1983 evaluation of the earlier agribusiness program conducted 
by DEVRES, Inc. This revised strategy involves the following 
elements: 1) greater emphasis on selection of ICIs; 2) 
technical assistance and training for ICI staff in suhloan 
promotion, approval and monitoring; 3) greater autonomy for 
ICIs in subloan approval; 4) increased redelegation of 
authority to regional CARE1 offices; and 5) increased personnel 
for project implementation tasks assigned to regional CABEI 
offices together with project-funded technical assistance and 
training. 

By not requiring that each subloan be 
reviewed and approved by the CABEI credit committee in 
Tegucigalpa, which would essentially duplicate the ICIs' own 
review process, the project will greatly streamline its 
operations in comparison to the earlier project. At the same 
time, CABEI will place stronger emphasis on the initial ICI 
selection process and on institutional strengthening activities 
to be carried out over the life of the project. The Price 
Waterhouse consultant report found that the majority of the 
ICIs interviewed have the institutional capacity to implement a 
line of credit from CABEI without having to add to their fixed 
costs. The exception was the cooperative sector, for which 
ICIs would require a much more detailed analysis to determine, 
on a case by case basis, specific plans for intensive technical 
assistance and institutional strengthening efforts or1 the part 
of CABEI. 

Selection of ICIs 

. CABEI has experience working as a second tier 
lender to nineteen ICIs in the region as a result of the 
earlier ROCAP agribusiness project. Prior to approving the 
selection of individual ICIs under the proposed project, 



however, CARE1 will review the following for both ICIs which 
participated under the previous program and new ICIs with which 
CAREI has  had no previous experience: 

1. Audited financial statements for the previous 
3 years; 

2. Portfolio analysis, detailing outstanding 
balances, delinquency, terms and sectors; 

3. Legal. reserve requirements; 

4. Procedures that will be used in processing 
subloans, including: 

a) application foi . T ;  

b) technical, ecor~~ -1 and financial review 
standards; 

c )  guaranty requirements (not to exceed 150 
percent of the subloan amount); and 

d) ownership status of enterprise (not to 
exceed 49 per cent control by a state-run 
entity). 

5. Organization and personnel, including staff 
size and qualifications at branch offices, 
technical qualifications of agribusiness 
staff (specifying whether full or part time) 
and their supervisors; and 

6. Program reporting requirements. 

Technical Assistance and Training for ICI 
Staff 

Once ICIs are selected, CAFE1 will develop 
technical assistance and training plans tailored to the 
individual needs of the intermediary with the support of 
project-funded long and short term technical assistance. Some 
of the more established ICIs or those more experienced in 
export projects will require little or no assistance, while 
others, especially cooperative organizations, will require 
considerable attention. Emphasis will be placed on increasing 
ICIs' familiarity with issues relevant to the export process, 



such as market accesibility, quality control requirements, 
distribution channels and others important for evaluating 
export-oriented projects. 

Two banking specialists, one with experience in 
export marketing of agribusiness products and the other with 
experience in agribusiness technology, will be contracted under 
the project for 18 months each. These two experts will focus 
their attention primarily on increasing the institutional 
capacity of the ICIs to appraise, evaluate and administer 
export oriented agribusiness projects. They will be expected 
to assist CABEI agribusiness staff to conduct seminars in the 
participating countries for ICI personnel. The Lon? term 
advisors will be complemented by a pool of short term technical 
assistance totaling approximately 42 person months, to be drawn 
both from the U.S. and the CA/P region. These experts will 
provide assistance directly to the subborrowers in the areas of 
export markets and marketing, quality standards, production 
technology and other key areas important in assessing the 
viability of the proposed subloans. It is expected that 
subborrowers will cover at least 25 per cent of the cost of 
this assistance. Additional assistance in these areas will be 
available through CA/P private sector export federations which 
will be the focus of ROCAP's Non-traditional Agriculture Export 
Support project (596-0108). 

Greater Autonomy for ICIs in Subloan Approval 

Based on the initial selection process undertaken 
by CABEI, ICIs will be granted the authority to approve 
subloans up to $200,000. This level of delegation will be 
reviewed periodically and adjusted according to the measures 
ecSi ICI takes to strengthen its project review capabilities 
together with participation in project funded technical 
assistance and training activities. The previous ROCAP 
agribusiness program called for all subloans to be reviewed and 
approved by CABEI s credit committee in Tegucigalpa. It is 
expected that this redelegation of authority will greatly 
enhance the responsiveness of the program to the region's 
credit needs. 

Increased Redeleqation of Authority to 
CABEI 's Feaional Off ices 

In addition to the greater autonomy for IcIs, 
CABEI has also decided to decentralize its subloan review and 
approval procedures by granting its regional offices the 
authority to approve subloans under this project up to $500,000. 
For subloans in excess of $500,000, the regional office will 



submit the application and related analysis together with its 
own assessment and recommendations to the implementing unit 
within the Bank's productive Sector Studies and Promotion 
section (PROMEP).  PROMEP would proceed with its own review 
which, if positive, would then follow the Bank's normal credit 
approval procedures. A.I.D. approval will also be required for 
each suhloan over $500,000. 

Increased Staff Support for Regional Offices 

In order to implement the agribusiness component, 
CABEI will assign personnel from its existing staff or recruit 
qualified technicians to fill four new positions established 
for this purpose. These new positions consist of a project 
coordinator, based in Honduras and responding directly to the 
Chief of PROMEP as well as assuming project implementation 
responsibilities Eor Honduras, and three project officers, one 
of which will be assigned to each of the other participating 
countries. The long term advisors mentioned above will also 
provide assistance to CABEI project officers in implementing 
the various project activities. A senior consultant will be 
contracted with project funds for one year to assist the 
project coordinator in identifying areas in which ICI and CABEI 
staff require additional training, conducting training 
sessions, organizing subborrower technical assistance support 
and providing guidance on the overall management of the 
agribusiness program. In addition, the project will provide 
$100,000 to cover expenses for CABEI staff to attend special 
short term training programs for project evaluation and loan 
administration either in the region or the U.S. 

Joint reviews of progress under the agribusiness 
component will be conducted by CABEI and ROCAP after the 
commitment of $5.0 million and $10.0 million in A.I.D. funds 
respectively. As requested in the PID guidance cable, CABEI 
and ROCAP have agreed to a system which will allow ROCAP to 
insure that subloans are being lent at market rates and that 
state-controlled enterprises are excluded from being credit 
recipients. Quarterly reports submitted to ROCAP by CABEI will 
detail each suhloan by borrower, activity, ownership status, 
A.I.D. contribution, CABEI contribution, ICI contribution, 
repayment and grace periods and interest rate charged. In 
addition, all subloans approved or submitted for approval by 
the ICIs will. include a certification that all subborrowers are 
private individuals or firms or, in the case of mixed 
enterprises, controlling interest belon3s to p.r!vate 
individuals or firms. CABEI quarterly reports will also state 
the prevailing market interest rate for similar projects in 
each of the four countries. 



Subloan Terms and Conditions 

CARE1 will lend to the ICIs on the same terms 
(e.g. repayment and grace periods) that the ICI lends to its 
subborrowers. The maximum repayment period is 13 years with a 
maximum grace period of 5 years, determined through 
negotiations on a project-by-project basis. Negotiations with 
the central banks in each of the four countries are nearly 
finalized. It is expected that the central banks will assume 
the foreign exchange risk on project funds in exchange for a 
one per cent margin on the interest rate spread and, at the 
same time, will permit iCIs to operate directly with CABEI for 
opening letters of credit for the importation of raw materials 
and intermediate goods. Presentation of signed agreements with 
each of the central banks acceptable to A.I.D. will be a 
condition precedent to initial dibursement under the 
agribusiness component. 

Appropriate spreads to he allowed for 
participating ICIs will be examined as a part of CABEI's 
selection process. Currently, spreads range from a low of 2 - 
3-1/2 per cent in El Salvador to 4-5 per cent in the other 
three countries. CABEI itself will receive a two per cent 
spread to cover its administrative expenses. 

A.I.D. funds will cover two thirds of the 
credit requirement for each subloan with the remaining third to 
be provided by CABEI and ICI counterpart. ICIs will contribute 
two-thirds of the counterpart requirement for each subloan 
(approximately 22 per cent of the total subloan amount) and 
CABEI will. contribute the balance. 



B. Institutional Analysis 

Price Waterhouse carried out a major institutional 
study of CABEI under an IQC arrangement prior to the preparation 
of the PID fox the project. The institutional study was 
presented in A.I.a./W at a meeting which included key LAC Bureau 
as well as other A.I.D. officials and representatives from State 
and Treasury. Subsequently, Price Waterhouse was contracted to 
carry out most of the design analysis for the PP. As part of 
the design analysis, the consultants' efforts focused on the 
technical assistance and training needed by the Bank to 
successfully carry out the project. In addition, ROCAP made a 
contract with the International Institute for Environment and 
Development (IIED) to provide a supplemental study containing 
analysis and recommendations on the technical assistance and 
training needs of CABEI in order to strengthen its capability to 
carry out environmental planning and analysis. These three 
studies are available in LAC/DR. 

The summlry institutional analysis presented here 
highlights some of the major conclusions and recommendations 
from the studies and provides part of the background and detail 
on the major technical assistance and training to be included in 
the project components. Detailed scopes of work and cost 
estimates for the major technical assistance contracts to be 
financed under the project are included in the Price Waterhouse 
and IIED studies. 

1. Summary of the Recommended U.S. Government Assistance 
Strategy Toward CARE1 (Price Waterhouse Institutional Study of 
CABEI, dat.ed December 28, 1984) 

"It is the Project Team's recommendation that U.S. 
foreign policy interests in Central America will be well served 
by providing A.I.D. concessionary assistance to CAEEI in FY 
1.985. We consider such assistance to be crucial to CABEI's 
institutional recuperation and long term viability as well as 
its capacity to play a constructive role in advancing an updated 
strategy for regional integration and development, emphasizing 
private sector, export-oriented productive growth. 

A demonstration of U.S. support to CABEI is important 
to reinvigorate its members' own support for the institution, 
particularly by meeting its financial coamitments. It will also 
help attract new members and external funding sources. 



In summary, we believe that CABEI has an important 
role to play in the region and that the U.S. government should 
support it. In particular, we recommend that: 

- U.S. government support of CABEI should be conditioned 
on concrete evidence of support for the institution by 
member governments. 

- U.S. government financial assistance to CABEI should 
be on a concessionary basis, represent a contribution 
to its capital structure, and be designed to leverage 
generation of additional external financing. 

- U.S. assistance should he conditioned on these funds 
being used to further U,S. government development 
priorities ( e . g . ,  private sector, export-oriented 
productive activities). 

- U.S. assistance to CABEI should be coordinated with 
other donors such as the World Bank and IDB." 

2. Summary of Organization and Management Issues (Price 
Waterhouse - Institutional Study of CAREI, dated December 28, 1984) 

"We reviewed organization and management issues in 
light of the recent reorganization and from the standpoint of 
assessing CABEI's capabilities to support 3 reoriented and 
revitalized program. Our conclusions and recommendations are 
summarized below: 

o Key problems identified were: 

- lack of management information system 

- need to improve its external image as an agile, 
efficient financial institution 

- inadequate staff capability in relating to the 
private sector 

- need for improved strategic, operational and 
administrative planning 

These problems are generally similar to those 
afflicting several other development finance 
institutions in the region to which A.I.D. assistance 
is being provided for management improvement. 



o Rank senior management is fully aware of its 
organization and management problems and have taken 
constructive steps to address them through the 1984 
reorganization process. 

o organization/management problems appear to be 
surmountable but they require high priority management 
attention and diligence in undertaking remedial 
action. With such action, the Bank should be fully 
capable of meeting institutional requirements for 
supporting strategic plans. The important cadre of 
experienced, highly  professional Bank personnel should 
provide a basis for success of institutional 
improvement efforts. 

o Priority should be given to organization/management 
problems since the Bank's external image will be 
judged by the quality of its management and 
operational efficiency. Its external image is a key 
factor in obtaining external financing. 

o Present organizational structure and management 
practices can be improved by: 

- adjusting the structure of certain existing 
organizational units; relocating and/or combining 
units and functions as necessary to improve 
operations and management control; 

- clarifying certain functions and relationships i n  
the financial area; 

- filling vacancies of key executive positions with 
qualified bank managers; and 

- strengthening loan supervision and collection 
practices. 

o Priority attention should be given to developing a 
management information system using short-term and 
medium-term approaches: 

- the short-term approach involves urgent selection 
of banking software programs for general ledger, 
financial reporting and portfolio management needs. 



- the medium-term approach is to begin study of the 
conceptual design and implementation of an 
integrated management information system including 
financial management, portfolio management, and 
economic/statistical data base sub-systems. 

o Undertake studies to: 

- design and implement a new personnel evaluation 
system; 

- prepare qualifications statements to accompany 
position descriptions; 

- assess medium- to long-term manpower needs; 

- assess training needs for senior and middle level 
managers; and 

- analyze p~ssibilities of reducing steps in 
operating procedures" 

3. Summary of CABEI's Technical Assistance and Training 
Needs to Implement the-project (Price Waterhouse 
Project Design Study dated May 23, 1985). 

In assessing CABEI's institutional ability to carry 
out the pzoject, Price Waterhouse made an important distinction 
between the public =,nd private sector components of the 
project. In general, Price Waterhouse noted that CABEI had a 
good track record in carrying out public sector infrastructure 
projects and "should have no problem in disbursing the public 
sector loans over the proposed eighteen months of the program 
since in most cases all of the projects have been approved and 
simply awaiting funds to be able to proceed." Price Watethouse 
noted the availability of personnel to deal with this component 
and that this had not been affected by CABEI's reductioti in 
force. Price Waterhouse, therefore, concentrated on refining 
the general areas identified for assistance in the previous 
institutional study and concluded that CAREI will require 
assistance in the following specific areas over the next three 
years: 

- Aosistance in implementing the agribusiness project 

- Assistance to rehabilitate the private sector portfolio 

- ASs!~t?.iIce to design and implement organization and 
management improvements in CAREI 



- ~ssistance to design and implement an integrated 
management information system 

- Assistance to improve personnel and training 
activities within CABEI. 

The specific technical assistance and training needs to 
strengthen CABEI's ability to work with the private sector in 
agribusiness and in the rehabilitation of the private sector 
portfolio are discussed in the preceeding "Technical Analysis" 
section of the Paper. This section describes the technical 
assistance and training needed to strengthen CABEI's 
organizational structure. 

orqanization and Management Improvement* 

The earlier Price Waterhouse institutional 
assessment of CABEI resulted in a number of recommendations for 
organization and management improvements, including the 
following: 

- Refine collection functions and procedures to give 
the Operations Division primary responsibility for 
planning and executing collection strategies and 
programs. Assign full time personnel to 
collection functions. 

- Establish a Department of Systems and Organization 
including the Organization and Methods Unit. 

- Restructure the Financial Division to incorporate 
the present Department of Operation Control as a 
new Sub-Division co-equal with the Off ice of 
Resource Development. 

- Transfer short term financial projection functions 
from the Area of Financial Programming to the 
Financial Division, 

- Establish a new Department of Administration, 
combining the present Department of Personnel and 
the Department of Administrative Services. 

*An Orqanizational Chart reflecting 1984 organization is included 
at the end of this section as Table IX 



- Prepare qualification statements for all senior 
and middle management position descriptions. 

- Analyze operating procedures to reduce the number 
of steps in loan request screening, appraisal, 
approval monitoring and supervision processes. 

- Strengthen loan supervision by assigning local 
agents in member countries to monitor financial 
health of private sector clients. 

- Design and implement procedures for early warning 
system for detecting problems with Bank's clients. 

To implement these recommendations in a timely 
fashion, an expert experienced in bank organization and 
management should be assigned to CABEI for a period of one year 
who would also conduct specific studies required to implement 
other recommended changes. The total cost for this assistance 
will be $120,000. 

(b) Inteqrated Management Information Systems 

The earlier Price Waterhouse report on CARE1 clearly 
identified the lack of an effective management information 
system as a major impediment for the successful functioning of 
CABEI as a development institution. CABEI has so far taken a 
piecemeal approach to resolving this problem, but has now 
accepted the fact that a major restructuring with outside 
assistance is the only mechanism to effect this change within a 
short time frame. 

The design and implementation of an integrated 
management information system should include: (1) definition of 
information requirements for all bank organizational units (some 
work now underway); (2) review of existing computer programs in 
the memory to remove obsolete or infrequently used data; (3) 
preparation of a conceptual design of management information 
systems and subsystems (financial, portfolio, and economical and 
statistical data); (4) design the architecture of the sysLem; 
2nd implementation planning; ( 5 )  operational requirements for 
software/hardware configuration; (6) cross impact analysis 
(impact of proposed system on organization, management, 
personnel, training and space utilization); (7) preparation of 
procedures and operation manuals; (8) training of operators, 
users and management personnel in computer systems and programs; 
and (9) implementation and acceptance of the systems. 



CABEI will need to contract a firm to assist them in 
carrying out this information D T- - - t 
estimated $1.0 million (125 man months). Tha t t e ~  in h 
program would be to c- v out - di g ' '  

The estimated budget for the diagnostic 
study is $100,000 (approximately 10 man months). 

(c) Personnel and Training Activities 

The earlier Price Waterhouse study on CABEI also made 
a number of specific recommendations for improvement in 
personnel and training activities within CABEI. These included 
among others the following: 

- Undertake study and implement new personnel evaluation 
sys tem 

- Undertake staff training needs assessment and prepare 
medium and long term training program 

- Undertake job classification and salary survey. 

These three studies can be carried out at an estimated 
cost of $150,000. 

(d) Assistance in Developing Environmental Procedures 
and Guidelines 

As indicated in the project component 
"Strengthening CAREI1s Organizational Structure", the need to 
provide assistance in this area was identified in the project 
design process and ROCAP sponsored a study by IIED for this 
purpose. In summary, the study concluded that an environmental 
planning and management expert should be appointed to CABEI to 
establish an environmental focal point and initiate the system 
of procedures and guidelines. ROCAP support of the post should 
be phased out eventually and CABEI should assume the costs at a 
point where the start-up effort has been completed. Full 
support for this post should be provided for one year and 
one-half support for another year to encourage CABEI to take up 
responsibility. 

The cost of the advisor, whose 
scope is outlined in the project 
component, would be: 
1 + (1x1/2; man-years 



Budget for travel, guidelines pre- 
paration, technical literature, ad- 
hoc technical assistance for CASE1 
borrowers and promotion of CABEI * 

environmental protection program 50,000 

Sub-Total $ 230,000 

In support of the work of the environmental advisor, the 
technical assistance package should also include short-term 
consultancies for the following activities: 

Cost: 6 man months including travel and 
subsistence $ 60,000 

Training activities should also be provided in conjunction 
with the technical assistance and have the following estimated 
costs: 

Seminar for senior CABEI management $ 20,000 

Short term training for CABEI staff $ 30,000 

Total Cost of technical assistance 
and training 





C. Economic Analysis 

This section of the Project Paper includes a 
discussion on the likely economic impact of the project and the 
economic analysis itself. The former part estimates the 
employment and net foreign exchange benefits that can be 
expected to flow from the project. The economic analysis 
discusses the economic rate of return that can be expected from 
the use of A.I.D.'s financial resources. 

Economic Impact: Employment 

Total employment generated by an economic activity can 
be broken down into direct and indirect employment. Direct 
employment results from full-time employment in the plant or 
field or in marketing or other staff positions of the company 
concerned. Indirect employment results from full time 
employment or full-time equivalent employment in providing raw 
material and other resources to the company concerned or in 
assisting the company concerned to plant, harvest, and/or 
process its product. 

Using capital-labor ratios drawn from various scurces 
for different activities (see Table X) the likely total 
employment effects of the private sector portfolio have been 
calculated. Table XI shows the estimated employment effects by 
country and sector. Approximately 3300 direct jobs are created 
and an additional 9500 full-time equivalent jobs are generated 
in off-site direct employment or on an off-site part-time 
employment region-wide. Direct employment is greatest in Costa 
Rica and least in Guatemala, 1390 versus 456. On the other 
hand, tital employment is greatest in Guatemala, reflecting the 
higher employment multipliers and thus the indirect employment 
effects in certain types of agribusiness. Honduras accounts for 
only 15 percent of total added employment, El Salvador and Costa 
Rica for approximately 25 percent, and Guatemala for 
approximately 35 percent of total employment. 

The employment effects are well distributed by 
subsector. The agribusinesses and fisheries subsectors account 
for about 27 and 18 percent of total employment generated, 
respectively. In the commercialization, fruits and vegetables, 
and other subsectors, employment shares range from 12 to 14.5 
percent. Each of the remaining subsectors account for between 1 
and 4.5 percent of total employment generated. 



TABLE X 

AGRIBUSINESS CAPITAL TO LABOR RATIOS - 
(U.S. dollars per job) 

DEVRES (1) 2755 regional average, all subsector 
average 

LAAD (2) 2150 regional average, all subsector 
average 

CABEI ( 3 )  14600 regional average, all subsector average 
USAID/G 4545 national average, broad ag. sector 

export projects 
USAID/CR 8400 national average, agribusiness only, 

limited sample 
USAID/H 4852 national average, export oriented, 

agribusiness only 

LAAD - ROCAP ( 4 )  CABEI DEVRES 

Agroindus 
direct 
indirec 

Poultry 
direct 
indirect 

Dairy 
direct 
indirect 

Commercialization 
direct 
indirect 

Permanent Crops 
direct 
indirect 

Fisheries 
direct 
indirect 

Ornament~ils 
direct 
indirect 

Livestock 
dj rect 
inair~ct 

Notes: (1) Devres, Inc. estimated employment by dividing 
estimated labor cost by co~,t per job (salary plus direct 
benefits), then divided capital investment by the number of 
jobs estimated; (2) estimated from a sample of sixteen 
projects; (3) direct employment only; (4) estimate taken from 
PID for Regional Economic Recovery Project. 



Asroi-try 
Livestock and miry 
Qrwercializatian 
Fruits and Veg. (E) 
Fisheries (E) 
Ornamentals (E) 
Non-'Ztaditional Crops (E) 
Other (E) 
Feed a& Fodder 
Agroforest ry 

Total 

Guatemala 
direct total 

sibusiness Credit Cosnponen t 
Direct Ehplayment Mfects 

E l  Salvador 
direct total 

Ihrduras -. 
direct total 

Qsta Rica 
direct total 

Total 
direct total 



The primary employment effects of public sector 
projects are short term, occurring during the construction and 
startup phases of each project. Estimated short term 
employment from only the A.I.D. component of this project alone 
is on the order of 210-260 jobs per year over three years. 
Total short term labor requirements with the A.I.D. loan and 
the CRBEI counterpart contribution is on the order of 700-780 
jobs per year. 

None of the projects reviewed in the CABEI portfolio 
or other similar projects iniA.tated by A.I.D. and the World 
Bank included estimates of the long term labor effects of 
public sector projects. Direc! long term employment will, 
however, be generated in maintenance and repairs on roads, 
electric lines, civil works and the like and in operations and 
management services. We estimate that from 90 to 110 permanent 
jobs will result from the public sector and infrastructure 
portfolio. 

The combined employment effect of the public and 
private sector investments will be to increase long term 
regional employment by approximately 13,000 positions. Almost 
.all of these new jobs result from investment in agribusiness. 
It is also important to keep in mind that this estimate is only 
for the first disbursement of project funds. Subsequent 
roll-overs of the agribusiness fund will increase the 
employment benefits of this project substantially. 

Economic Impact: Net Foreign Exchange Earnings 

For the purpose of this analysis it is assumed that 
the A.I.D. loan is provided in dollars and all repayments by 
CABEI to A.I.D., and by sub-borrowers to CABEI, for dollar 
source loans are also made in dollars. Under this project 
CABEI assumes an obligation to repay the U.S. Government 
between $61 and $75 million dollars in principal and interest 
over the amortization period of the loan. (Note: the loan 
component of this project was subsequentiy reduced and 
substituted with ESF grant funds). This assumes concessional 
terms including a thirty year amortization period, 10 years 
grace, and 2-3 percent annual interest. Sub-borrowers assume 
an obligation to repay CABEI between $90 and $100 million 
dol1.ars in the first roll-over of the loan (assumed to be 20 
years with respect to agribusiness loans and 10 years with 
respect to private sector loans). The private sector alone 
assumes a foreign exchange obligation of roughly $33 million 
dollars in the first roll-over, assuming commercial terms. 



In order to calculate potential foreign exchange 
earnings, we have applied ratios of foreign exchange to 
investment to the export project investments (assumed to be 100 
percent export oriented) and local project investments (20 
percent of which are assumed to involve either import 
substitution or export of that portion of their production) 
shown in Table XII. The ratio used is hased on earlier A.I.D. 
analyses. 

Previous regional estimates, for example in the 
Non-Traditional Agricultural Export Promotion project 
(596-0123), yielded ratios of foreign exchange benefits to 
incremental investment on the order of 1 to 1.5. Other 
estimates are in rough accortiance with these estimates: the 
Private Investment Corporation project in Costa Rica showed 
ratios of 1.58:l and 1.15:l for agroindustry and 
commercialization projects respectively, and a review of LAAD 
investments provides a ratio of approximately 1.3:l. Estimates 
outside this range almost always are greater, as with the 
Guatemala Agribusiness Devel.opment project which estimated an 
average ratio of 3.6:l. 

The range of potential foreign exchange revenues is 
broad as shown in Table XII. At the optimistic end, applying a 
ratio of 1.35 to total investment in export projects, the 
project yields an average of $41.5 million of foreign exchange 
per year. At the low end, applying a ratio of 1:1, the project 
yields an average of $17.5 million in direct foreign exchange 
earnings per year. 

In addition to direct foreign exchange earnings, the 
project should generate foreign exchange savings as a result of 
import substitution projects funded. Of the agribusiness 
projects reviewed in this analysis, 65 percent have export 
markets as either exclusive or major market targets. We 
estimate conservatively that, of the remaining projects, 20 to 
30 percent of production qualifies as substitutes for imports. 
A t  this level, annual import savings are expected to range from 
~ ~ $ 4 . 5  to ~ ~ $ 9 . 1  million per year, depending on the actual 
level of production and terms of trade. 

From these two gross foreign exchange revenue streams 
foreign exchange costs must be subtracted. Foreign exchange 
costs are broken into two components: capital costs and 
recurring costs. Because of the current economic situation in 
the region, it is unlikely that borrowers will assume any 
foreign exchange risk on dollar loans. Consequently we 
estimate that initial dollar-dencminated capital co~ts will not 
vary greatly from the $10.0 million loan from A.I.D. This loan 



generates a dollar-denomi~ated debt service obligation on the 
part of (a) CABEI (at con?essional terms over thirty years) and 
(b) borrowers from CABBI (at market-oriented terms for much 
shorter maturities). Foreign exchange debt costs are assumed 
to be those costs incurred by CABEI, not by private and state 
concerns within each country, in the high net foreign exchange 
earnings case. In the low case, the debt costs are those 
assumed by state and private concerns for repayment to CABEI. 
The difference between these two figures is the difference in 
terms between A.I.D.'s loan to CABEI and CABEI's loans to its 
borrowers. 

Recurrent foreign exchange costs include the costs of 
imported raw materials, technical support, and other inputs. 
Based on the types of projects to be funded, the foreign 
exchange intensity of production is expected to range from 14% 
(high net benefit case) to 21% (low case). 

As the botton line in Table XI1 indicates, the net 
foreign exchange earnings from this project could vary 
greatly. But even under the worst case scenario, the region 
will be earning $6.8 million more annually on a net basis as a 
result of the projects financed under the agribusiness credit 
component . 

Ten Year Projection of Net Foreign 
Exchanse Benefits 
(U.S. $ millions) 

Low Net High Net 
Benefit Case Benefit Case 

Benefits 
From Exports 
From Import Savings 

Costs 
Recurrent Costs 
Debt Service 

Total Costs 

Net Foreign Exchange Benefits 

Average Annual Net Benefit 



Project Economic Analysis 

A project in financial intermediation can be shown to 
be economically viable if it can be demonstrated that the use 
of the financial resources will generate an economic rate of 
return (EIRR) at least equal to the opportunity cost of 
capital. Such is the approach taken with this project economic 
analysis. Both the public sector and the private sector 
portfolios of potential loan projects have been analyzed to 
deterinine if the expected cost-benefit ratios are greater than 
1.0 or if the EIRR for most of the projects exceeds the 
opportunity cost of capital. The opportunity cost of capital 
is an elusive number, but it is generally agreed that it is 
between 12-15% for the countriec of the Central American region. 

1. - Public Sector Projerks - 
In preparing and evaluating the public sector 

projects for initial financing, CABEI, their consultants, and 
experts from the potential financing institutions developed 
economic valuations for most of the projects in the proposed 
portfolio. A summary of their findings by project type is 
presented in the first two columns of Table XIII. No 
individual project has an EIRR of less than 13 percent or a 
benefit/cost ratio of less than 1.2 percent. The projects 
selected all compare favorably with other regional projects 
carried out by CABEI, A.I.D. and the World Bank as shown in the 
third column. As can be seen, some have very high EIRRs, 38.6 
in the case of roads. Based on this, we are confident that the 
use of A.I.D. resources in these public sector projects will 
generate a rate of return at least as high as, but probably 
higher than, the opportunity cost of capital in the region. 



FWdable PLiblic Sector Proiects 

Eaucat ion 

Roads 

CARE1 Projects 
E m m i c  Benef it/Qst 
IRR Ratio 

Range: 13.1 to 39.12 percent Range: 1.6 to 3.26 at a 10 
Average: 17 percent at a 14% and 15 percent discsxlnt rate 
discount rate. respectively . 
Note: one farm-to market Average: at 1.8 
project with 5.4 EZOR, ba.se, lcw: 0.44 for farm-to-market 
19.4 if ag. sales project without consideration 
amsidered of i~creased sales. 

Water/Sanitation 38.6 percent 
and Civil Works 

Tkleccarsmuzications 15.7 percent 
Electric Sector 

Rural Development 45.5 percent 

1.2 to 2 at 15 and 128, 
respectively 

1.33 at 12 percent 

Other CAFEI, USAID and 
World Bank Proiects 

a. 30.0/2.1, at 15 percent 
b. 26.6/2.05, at 13% 
c. EIE? 508 for mint. 
d. EIRR 16% for new 

rural road project 

a. 45.7/1.43 at 20 percent I 

b. 42.6/2.8 at 15 percent m 
a 
I 

a. l3.6/1.09 at 12 .-rent 
b. EIRR 12.3 to 15 Frcent 

a. EIRR of 21.5 percent 
C/B ratio of 1.73 and 2.81 
at 15 and 10 percent, 
respectively. 

Other 14.5 percent 



2. The Private Sector 

In analyzing rates of return on the agribusiness 
credit component, an alternative approach had to be taken, 
since project analyses (financial and economic) do not yet 
exist for the anticipated private sector portfolio. Anecdotal 
evidence and interviews with private sector repr~~sentatives 
were relied upon to derive expected financial r~.tes of return. 
From these we were able to make an estimate with respect to the 
economic rate of return to the private sector portfolio. 

In discussions with private agricultural sector 
entreprene~rs in the region, we found that their expected 
financial return on investment (or the lowest return which they 
would accept in investing their own resources) ranged from 
20-30 percent dependirg on the nature of the project. This 
finding is consistent with the results of previous A.I.D. 
evaluations -- for example in Costa Rica for the Private 
Investment Corporation, in which estimated financial rates of 
return range from 26-39 percent and in Honduras whers three 
agroindustrial projects had IRR's in the 25-35 percent range. 

We also spoke with banks and entrepreneurs in the 
region, with OPIC and the IFC, and with U.S. experts on Latin 
America agricultural and agribusiness projects to define a 
range of probable rates of return by agroindustrial sub-sector. 
Based on these  discussion^ and on an analysis of actual and 
planned agribusiness projects throughout the region, we would 
expect average financial rates of return of 18-258 in the 
agroindustry sector, 20-253 in poultry, 25-30% in 
the dairy sub-sector, 15-40% in vegetables, 10-208 in 
fisheries, and 15-408 in ornamentals. Aggregate financial 
rates of retsrn across all sub-sectors should be in the range 
of 20-35%. The actual rate of return, of course, will vary 
with the specific nature of the project. In the poultry 
sector, for example, the rate of return for a broiler project 
might be expected to be 50-100% greater than for a project 
which is oriented to egg production. 

As can be expected, the economic rate of return 
for the private sector portfolio will exceed the financial rate 
of return. The primary reason for this lies in economic versus 
financial costs. Labor costs, for example, which are a major 
cost component of agriculture sector projects, must be adjusted 
downward to reflect their true economic value. Since 
unemployment exceeds 15 percent in each of the countries and 



under-employment in the agriculture sector averages 39 percent, 
the "shadow price" of labor (that is, the true economic cost) 
is likely to be only 25-45 percellt of the financial cost. 
Adjustments must also be made in foreign exchange costs and 
revenues to account for the typical overvaluation of official 
exchange rates. Current parallel market rates range from 1.25 
to 1.35 times official rates. Since a majority of the projects 
in the portfolio are export-oriented, this adjustment has the 
aggregate effect, across all projects, of increasing the rate 
of return. 

From this we ere confident that the economic rate 
of return will be 1.2 to 1.3 times the financial rate of return 
or, about 30-40%, substantially higher than the opportunity 
cost of capital in the region. 



D. Social Analysis 

The prolonged recession in Central America has cut 
deeply into the stock of productive and social capital sf the 
region. A key indicator of the current economic crisis has 
been the fall in living standards throughout the region. 
Between 1978 and 1983, the GDP of the five Central American 
countries contracted by 4.2% in real terms, while the region's 
population grew by 186. This translates into a 19% fall. in the 
region's real per capita GDP over that period. The decline in 
income (net national product) has been even greater. When 
adjusted for the terms of trade effect, real incomes have 
plummeted perhaps 30% or more. 

Mirroring the fall in living standards has been the 
rise in unemployment. An accurate estimate of t11e extent of 
unemployment suffers from the absence of consistent and 
methodologically uniform surveys among the Central American 
countries and from the fact that a large number of people, 
especially in Guatemala, Honduras and El Salvador, participate 
in only varying degrees in the wage economy. Nevertheless, it 
is sufficient to point out that, since 1977, more than 1.5 
million people have joined the economically active population 
in the five countries. With no real growth in the region's GDP 
since 1978, this increment to the labor force has had to join 
the already expanded pool of ogen unemployment in the modern 
sector and/or the ranks of the underemployed in the urban and 
rural sectors. 

As described in Section C, Economic Analysis, the 
combined estimated employment effect of the public sector 
investment and agribusiness credit components will be to 
increase long term regional employment by approximately 13,000 
full-time positions. Almost all of these new jobs result from 
investment fueled by the agribusiness credit component. The 
primary employment effects of public sector investment programs 
are short term, occurring during the construction and start-up 
phases of each project. Total short tern1 labor requirements 
based on both A.I.D. funds and the CABEI counterpart 
contribution are on the order of 700-780 jobs ;cr year. 
However, it is estimated that only a~,~roxirnately 100 permanent 
jobs will result from this component, corresponding principally 
to maintenance and repair of roads, electric lines, civil works 
and the like and in operations and management services. 

As indicated by the employment projections above, the 
agribusiness credit component will have the largest social 
impact of the project's various components. Rural Central 



America has long been marked by the dual nature of commercial 
(e:,port) and traditional agricultural economies. The export 
sector is characterized by extensive plantations incorporating 
the most fertile lands, a high degree of mechanization and 
efficient organization, access to credit and resulting 
productivity. The sector ~omprising traditional agriculture - 
producing mostly corn, beans, rice, sorghum and other crops for 
the domestic market - is characterized by tiny landholdings, 
poorer soils, archaic methods of production, extremely limited 
access to credit and very low levels of productivity. This 
traditional sector encompasses over 50 percent of the 
population of Central America. 

While there are many factors contributing to the 
situation of stagnation in the traditional agricultural sector, 
the most fundamental is land tenure. The pattern of very large - 

estates - latifundio - on the one hand and - minifundio - on 
the other, is typical of Central America. Beyond this, the 
absence of adequate marketing outlets has generally kept 
production on small farms low and has proven a disincentive to 
crop diversification. 

The proposed agribusiness credit component, while 
unable to solve the problem of land distribution directly, aims 
at the gap in financial and technical aid to small and medium 
size producers and attempts to create new marketing channels 
for their produce. Agribusiness, by its very nature, seeks to 
establish a coherent system in which production, processing, 
transport, storage, financing and marketing are all integral 
elements. 

The object of any agribusiness is to expand its 
operation over time in order to take advantage of economies of 
scale. One of the major problems in doing this has been the 
inability to obtain a reliable source of volume supply. The 
Latin American Agribusiness Development (LAAD) experience 
indicates that it normally takes some time for a processing 
plant to expand to the point where it is operating at optimal 
scale with a reliable source of raw material. Hence, the 
participants in any project will increase over time, and this 
will assure more widespread use of any new or improved 
technologies that are introduced. 

The agribusiness investor may choose from among 
several alternatives in acquiring his raw material. While it 
would appear to be in his interest to find middle and large 
size farmers willing to devote land and recruit workers to 



plant, cultivate and harvest the crops, the larger land-holders 
are reluctant to shift operations away from their lucrative, 
relatively uncomplicated traditional operations. Another 
option is for the agribusiness investor to develop sources from 
smaller farms. In some areas this may be dictated by the fact 
that only small farmers can be induced to shift to these new 
crops. In other cases, the choice of small farmers seems to 
reflect a judgement on the part of the investor that only they 
are prepared to give the continuing care and attention required 
by non-traditional crops. Once an investor-supplier 
relationship has been established, both parties develop a 
strong mutual interest in its maintenance and continuity. 
Hence, these relationships are likely to endure. 

Impact on Wor,:an 

This project should lead to important new employment 
opportunities for women. Because crops for processing are 
labor intensive, women in the farm household are likely to have 
added opportunities for productive work. At peaks of labor 
need (e.g. harvesting), neighboring women are also likely to be 
offered work. Some kinds of agroindustries require manual 
skills which women often develop more than men. 

The evaluation of the earlier ROCAP Regional Rural 
Agribusiness Development loan with CABEI, conducted by DEVRES, 
Inc. in June 1983, observed that women accounted for 16% of 
total employment generation (see Table XIV). 

TABLE XIV 

Projections of Final Employment Impact 
Reqional Rural Agribusiness Development Project (596-T-016) 

Employment Creakion 

Loan Category 

Agro-industry 
Poultry 
Dairy Farming 
Commercialization 
~ishing/~quaculture 
Other Livestock 
Permanent Crops 
Ornamental Plants 
Irrigation 

Total 

Male Female Total 
% Female 
of Total 



E. Financial Analvsis 

CABEI'S present financial situation is characterized 
by an increasing amount of arrears in the public sector 
portfolio and non-performing credits in that of the private 
sector which have resulted in a reduction of the Bank's income 
and a constraint on the normal rate of approvals and 
disbursements. Both the Lazard Freres and Price Waterhouse 
studies conducted in 1984 identified severe funding gaps taking 
into account existing commitments of the Bank and recognized 
CAREI's need to a) improve its liquidity position, b) reduce 
arrears, c) increase its ca?italization, and d) seek strong 
support from external sources of concessional assistance. 

During the intensive review, a second Price 
Waterhouse report also pointed out the problem of maintaining a 
net negative flow of disbursements to member countries. Any 
regional development bmk, in order to foster continued member 
country interest and support, must ensure a net positive flow 
of funds to its member countries. CABEI's current external 
debt profile, however, creates a very high debt service claim, 
on total inflows which negatively affects disbursements and 

cash balance. It is unlikely under this situation that the 
public sector arrears problem can be solved. The member 
countries will have little incentive to solve CABEI's financial 
situation until the Bank can show them a change in disbursement 
expectations over the near term. Thus, the Bank must reverse 
this situation as rapidly as possible through an extensive 
effort to mobilize new capital. 

As explained in Section II.C.4, member countries have 
taken several significant steps in recent months to demonstrate 
their support for CABEI's self-help measures, including 
agreement co pay in an additional $50 million in capital prior 
to December 31, 1985. Agreements were also reached in early 
1985 with El Salvador, Honduras and Costa Rica regarding the 
payment of arrears. No negotiations were necessary with 
Guatemala because it has remained cuvrent on its account. As a 
resuit of these agreements, CABEI has been successful in 
reducing its public sector arrears (excluding Nicaragua) from 
$31.1 million on December 31, 1984 to $16.2 million (including 
$3.9 million delinquent less than 30 days) as of May 31, 1985. 
A summary of the provisions contained in these agreements 4.s 
described in Annex H. 



Annex H also includes a description of the 
alternative scenarios, analyses and supporting cash flow 
projections performed during the intensive review in order to 
determine the impact of the proposed project, increased access 
to extraregional resources and renegotiation of the club loan. 
A11 scenarios and sensitivity analyses assume that member 
countries will pay their arrears and not incur new one; (the 
disbursement of A.I.D. funds will include a condition precedent 
and covenant to this effect). This single action considerably 
improves the Bank's cash flow projections but it does not 
provide for new credit approvals to generate disbursements 
equal to or higher than recoveries and interest paid by 
borrowers. The "without A.I.D. project" case (which also 
assumes no new extra-regional resources other than those 
already committed and no club loan renegotiation), as shown in 
Table A.l of Annex H, demonstrates a net negative accumulated 
disbursement of almost $350 milliol~ over the 1986-89 period. 
Varying this base case to add only the $50 million in A.I.D. 
resources, the net accumulated disbursements remain negative 
($309 milliori). See Table V of Annex H. Thus, it is clear 
that the proposed project by itself is insufficient t.o assure 
CABEI's financial viability. 

Several additional cash flow projections were then 
performed of additional factors which could enhance the Bank's 
outlook. The "best case" scenario assumed a) $250 million in 
paid-in capital (as contributions to the Fund or other 
concessional financing), including an additional $50 million 
from A.I.D., to be received over the 1986-89 period1 b) a 
renegotiation of the club loan; and c) the propooed $50 miliion 
A. I .D. project described herein. The "best case" results 
(Annex H, Table VI) demonstrate a positive net accumulated 
disbursement to member countries for the 1986-89 period of 
$51.9 million. 

When paid-in capital is lowered from $250 to $200 
million (Annex H, Table B.2), net disbursements remain the 
same, the cash balance declines - but within acceptable limits, 
and the disbursement/total inflow and debt service/total inflow 
ratios go up. By lowering paid-in capital further ($150 
million) and keeping loan approvals constant (Annex A, Table 
B . 3 ) ,  the cash balance and inflows drop significantly, 
resulting in a situation which would require cutting back 
considerably on disbursements to the member countries. The 
effect of not renegctiating the club loan is similar to 
lowering paid-in capitaL to $150 million (Annex H, Table B.4). 
Additional sensitivity analyses discussed in Annex R include 



extending the A.I.D. disbursement schedule from 3 to 6 years 
and lowering private sector arrears recovery. Separate cash 
flow projections were also performed for both consolidated 
(foreign exchange and local currencies) and foreign exchange 
alone scenarios. 

This analysis leads to the conclusion that while the 
A.I.D. project by itself is insufficient to generate a net 
positive flow of funds to member countries, it is of great 
importance for the Bank's financial development and, in 
addition, it will have a positive demonstration effect on other 
donors. It would be difficult for CABEI to obtain cooperation 
from other countries if the United States does not show a real 
interest in its development. The analysis also indicates that 
for CABEI to resume a net positive flow of funds to the member 
countries, a safe target is to obtain at least $200 million in 
paid-in capital or concessional term financing from 
extra-regional sources over the 1986-89 period and to 
successfully renegotiate the club loan. 

As detailed in Section II.C.6, CABEI has been 
successful in signing agreements for new sssistance over the 

0 ast year for $103.5 million and negotiations for an additional 115 million in concessional term b~rrowings (not including the 
proposed A.I.D. project) arz well advanced. The IDB 
preinvestment and the EEC small am3 medium scale industry 
projects totaling $31.5 million were not included in the 
financial projections (Annex H) because agreements had not yet 
been signed with CABEI. The total of these two projects plus 
the $115 million currently being negotiated closely approximate 
the target amount projected for the end of project status (e.g. 
$150 million!. Over the medium term, CABEI anticipates 
obtaining additional concessional assistance on the order of 
$400 million from multilateral donors and extra-regional 
governments. 



A. Administrative Arranqements 

Role of CABEI 

Overall coordination for the project will lie 
with the Financial Management Division of the Bank. For the 
specific project components, implementation responsibilities 
will be as follows: 

a. Agribusiness component - the Productive 
Sector Studies and Promotion section (PROMEP) within the 
Studies and Promotion Division; 

b. Public sector Pending component - the Project 
Supervision Section (sUPRO) within the Operations Division; 

c. Rehabilitation of the private sedtor 
portfolio - SUPRO plus a special unit (RECAP) named 
specifically for this activity which answers directly to the 
Executive Vice-President; 

d. Organizational strengthening - a special ad 
hoc committee under the direction of the Executive Vice- 
President; and 

e. Environmental management - Project Analysis 
Department (ANAP) . 

In addition to quarterly progress reports 
covering all aspects of the project's activities, CABEI will be 
required to submit annual audited statements prepared by an 
independent accounting firm. 

2. Role of ROCAP 

ROCAP's deneral Development Office (GDO) will 
have primary responsibility for managing the project with 
support as needed from the Project Development Office. An 
implementation committee has also been established with 
representatives from the Project Development, Controller and 
Program Offices to aseist the GDO in addressing any 
implementation issues that may arise. Given the complexity of 
this project, the Mission will hire a banking specialist to 
serve as project liaison officer. This specialist will be 
based in Tegucigalpa in order to insure adzquzte contact with 



the various operational divisions within CAnEI responsi.ble for 
project implementation. 

The Regional Environmental Management Specialist 
(REMS) based in ROCAP's San Jose, Costa Rica office will be 
called upon as needed to review the potential environmental 
impact: of p~ojects prososed for financing under the public 
sector lending component. 

B. Implementation Tlan 

The following is a schedule of key project events: 

Events 

Project Paper submitted to AID/W 

Project Authorized 

Project Agreement negotiated and 
obligated 

CPs to first disbursement 

CPs for agribusiness and public 
sector lending components 

First disbursement for agribusiness 
and public sector lending components 

Project Liaison Officer contracted 

Technical assistance team for 
agribusiness component contracted 

Technical assistance team for 
private sector portfolio rehabili- 
tation component contracted 

Rank organization and management 
expert contracted 

An increase in paid-in capital of 
at least $40 mn. contributed 

Diagnostic study for management 
information system contractod 

July, 1985 

July, 1985 

August, 1985 

September, 1985 

October, 1985 

October, 1985 

November, 1985 

December, 1985 

December, 1985 

December, 1985 

December, 1985 

March, 1986 



13. Renegotiation of Club Loan June, 1986 

14. Technical assistance team for 
design and implementation of 
management in£ orrni:t ion sys ten 
contracted July, 1986 

15. First evaluation initiated August, 1986 

16. CPs for continued public sector 
lend ing August, 1986 

17. First joint agribusiness portfolio 
review October, 1986 

18. CPs for continued public sector 
lending August, 1987 

19. Second joint agribusiness portfolio 
revi ew October, 1987 

20. Second evaluation initiated June, 1988 

August, 1988 21. PACD 

Method of Implementation and Finaricinq 

The direct reimbursement financing method will he 
used for most project expenditures. This method has been 
employed in previous projects with CABEI and is judged to 
provide good internal control with low vulnerability. In 
certain cases, A.I.D. may agree to provide CABEI with advances 
for up to 90 days to cover estimated draw-downs. Funds 
provided under an advance will be deposited in a separate non- 
interest bearing account and will be liquidated before a new 
advance is authorized. Direct payments and A.I.D. letters of 
commitment to banks may be used where appropriate. Given the 
regional nature of the project, reimbursements and advances 
will be made in U.S. dollars. 

Based upon periodic aasessments of the accounting and 
internal control system of CABEI by both independent auditors 
and the ROCAP financial analyst, a Certified Summary Disbursing 
Report, accompanied by SF-1034 to process reimbursements and 
advances, will be accepted by ROCAP's Controller's office to 
document project expenditures. Post payment reviews are 
performed by ROCAP's Financial Analyst based on randomly 



selected samples of vouchers which are large enough to provide 
reasonable assurance that the voucher approval is correct and 
well supported by appropriate documentation. 

C. Evaluation Plan 

Due to the three year life of project, only two 
evaluations are scheduled. The first will occur at the end of 
the first year of project implementation and the second and 
final evaluation is scheduled for June 1988, approximately 
three months prior to the PACD. Both evaluations will be 
conducted by independent contractors. 

Project evaluations will be tasked not only with 
assessing progress toward meeting outputs, objectives, purpose 
and goal under each component, but also with determining the 
continued appli ?ability of the assumptions made by this project 
regarding CAEiEl's future viability. Principally, this 
determination will involve a review of CABEI's progress in 
achieving a greater balance between its public and private 
sector lending portfolio and in attracting a greater flow of 
Einancial resources to the region, as measured by the following 
factors: 

a 1 

b' 

distribution of loan portfolio by sectoi; 

net flow of resources between CABEI and member 
COI-nt ri es ; 

level of arrearages on debt with member countries; 

attraction of new equity front extra-regional 
members, contributions to the Special Fund for 
Economic and Social Development, and/or 
concessicmal rate resources from donor agencies; 

status of debt payments and rescheduling; 

succe.srsfu1 rehabilitation of private sector 
port folio; 

successful implementation of an integrated 
management information system and a series of 
organization and management improvements; 

strengthened capability of CABEI and ICI staff to 
evaluate export-oriented agribusiness projects; 
and 



i) improved efficiency in project review and 
disbursement procedures. 

In addition to these formal evaluations, joint CABEI- 
ROCAP portfolio reviews will be conducted for the agribusiness 
component after commitments of $5.0 million and $10.0 million 
of A.I.D. funds respectively. 

D. Procurement Plan 

Except for the contracting of the project liaison 
officer, CABEI will serve as its own agent for the procurement 
of technical assistance and training services called for in the 
project design. The services to be contracted by A.I.D. and 
the plan for obtaining them are as follows: 



Act. 
No. - 

Cost 
($000) - 

Procurement 
Mode Services Reauired Duration Start Date 

3 yrs .  11/85 Project Liaison 
Officer 

PSC- 
Competitive 

Sr. Agribusiness 
Advisor + Short 
term consultants 
(u. S. ) 

3 yrs. 12/85 RFP- 
Competitive 

18 mos. 

18 mos. 

3 yrs; 

Agribusiness 
Marketing 
Specialist 

PSC- 
Competitive 

Agribusiness 
Techno3.ogy 
Specialist 

PSC- 
Competitive 

Institutional 
Contract for 
Private Sector 
Port folio Reha- 
bilitat ion 

RFP- 
Conpetitive 

Rank org. & mgmt. 
expert 

1 yr. 

3 mos. 

2 yrs. 

PSC- 
Competitive 

Diagnostic study- 
mgmt. info. system 

RFP- 
Compe t i t i ve 

Design & Implemen- 
tation of mgmt. 
info. system 

RFP- 
Competitive 

First evaluation 2 mos. 

2 mos. 

RFP- 
Competitive 

Second evaluation RFP- 
Compe t i ti ve 



Gray Amendment Opportunities 

The principal Gray Amendment opportunities under the 
project will be for minority and small business consulting 
firms to participate as sub-contractors under the three major 
host country institutional contracts contemplated (action Nos. 
2, 5 and 8). These contracts will include a variety of short 
tern assignments in the areas of agribusiness export marketing, 
quality control, distribution system and technology (action 
No. 2); asset rehabilitation, hotel ,_nagement, counter trade, 
financial reorganization, property l~quidation and marketing 
(action No. 5 ) ;  and integrated management information system 
design and implementation (action No. 8). The RFPs for these 
actions will be drafted by CABEI so as to assure that small and 
minority firms are given the maximum practical consideration 
for subcontracting oppurtunities. 

E. Waivers 

Given shifts in the DA/ESF mix of funds available for 
this project and the desire to make grant funds available for 
possible participation in CABEI's Special Fund for Economic and 
Social Development, it is expected that 80 per ce . df A.I.D. 
funds will be provided on a grant basis. The source/origin 
eligibility for the DA loan funds ($10 million) is Geographic 
Code 941 while ESF grant funds ($40 million) is Code 000. 
Given that $45 million in project funds will be onlent by CABEI 
to member countries or participating ICIs and that 
restructuring source and origin eligibility to Code 000 would 
adversely affect the efficient and timely implementation of the 
project, a waiver of source/origin requirements (as per HB 1, 
Supp. B, Ch3pter 5) is requested so as to permit procurement 
under tFe public sector lending and agribusiness components 
from lounkries included in Geographic Code 941 for ESF as well 
as DA funds. 

F, C~nditions, Covenants and Neuot iat ina Status 

l'he design of the praposed project has been developed 
in c'aw? collaboration with CABEI, which has reviewed the 
prop~sed conditions and covenants contained in the Draft 
Project Authorization in Annax E acd finds them acceptable. It 
is therefore expected that negotiation 05 the project agreement 
will be accomplished rapidly and thac signing could take place 
within seven to ten days after authorization. 
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0!i R U G H C  ;r'5?42.'2ll 09b2357 
Z N H  UUUl!]! ZZI-1 39-APR-85 
C UE2353Z APR E5 TOR: 12:54 
FK S R C S T A T E  Y X S : ~  C N :  08616, 
TO RUEHZT/AMEMBdSSY GUATXMALA I MWEJIATE 2688 - 

RUEHSJ/ANEMF!,SSY SAN JOSE 1MMEDIP.TE 4815 
RUEMTG/AMFFIRASSY TEGUCIGALPA IMMEEIATE 6229 
IlUEFSN/AMFMBA3SY SAN SALVAIIOR IMMEDIATE 3529 
ET 
UNCLAS STATE 185842 ACTION: PDO 

AIPl !C  FOR ROChP PASS TO MIKE DEi9.L INFO: PROGRAM 

E.0. 12355: N / 1 .  
TAGS : c 
S U B J E C T  : BXGI ONAT) ECONOMIC RECOVERY P I C  ( 5 3 5 - e 1 1 4 )  w 
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THE S U B J N C I  P I D  W A S  REVIEWED AND APPriOVED AT THE DAEC %? 
63 I- 

VEETI3IG Ofl 1 3  JhSUP.3Y 1935. T E E  FOLLOIJING I S S U E S  V E 9 E  c >= 
D I S C U S S E E  AT 9 3  DAEC: -40 

r1i a 
II== 

1 . 9 E  C A IJ S 1.: F 'I' :-. . . , .  '4' R A? l IP ICATIObiS  OF C A B R I ' S  SiI9RT-TERM 
L1C)UIDI'I.Y CRUNCg, TBE AWOUNT OF MONBY DEVOTED TO P U E L I C  
SECTOR SUELOANS W A S  INCHitASEG FROM DOLS 25 M I L L I O N  TO 
DOLS 38 M I L L I O K ,  I I T I I  THE RR,hlAININS DOLS 221 M I L L I O N  
PLANNED FOR SECOND TI'ER L E N D I N S  VIA P R I V A T E  SECTOR BAh'l.;S 
T O  TiiF PP.IVHTY SECTO?.  TBG FUNDS ALLOCATED FOR TIIF: 
E'RIVBTN SZC'I'OR ARF: ?CS Tli.3 PR.IVATE S E C T 0 3  ONLY, AND ARE 

- NOT (10 Y T  OIJLENT TO FABASTATALS OH MIXPD CORPORATIONS.  
S I h C R  T h i ;  P,A,IOH PIJ?POSE O ?  OUH hSSIST!\NCE I S  T 3  ADDRESS 
C B B h l  'S L I 3 1 1 1 3 I T Y  F R O B L E F S ,  LENDING TC T 9 X  P R I V A T S  SECTOR 
SYOULL '  blolr  BE A T  TIX EXPENSE OF PROMFT R R S O L U T I O N  O F  THS 
LIBUII!ITY ST1l'r1ATIOi\'. IN SE:LPCTING P J R L I C  SECTOR SUBLOANS 
FGR FIiqANCI r i G ,  P? I J R I T Y  S f i O U L D  BE GlVEN TO THOSS P 3 O J E C T S  

3. KO TECi4bi ICAL A S 5 I S m t \ V C E  GR A.I.D. FUNnINC I S  T O  BE . . . . .I 

IXRL TO E N A B L E  C A E F I  TO ~ v r  I B I T O  N E T  AREAS I N  PTIVATF: 1 l a ,  I I I ... a 

I 

SECTCF L;:KDIN':, WI'PTI TIIF, EXCF:Pl'I@,V OF TIIT AGl? I A U S I N E S S  . . .. . . .. i 
P C T I V I T Y  PROPC1S:ED IN THE P I D .  T I l I S  DOES KOT, RO:YEVER, 
PPYCLUC? T E X  P O S S I H I I I I T Y  CF TFCHIJICAL A S S I S T A N C E  ( V B :  NOT I .-. .-. .-----...---.--.- J 
FUKDIKG ; FOR C:r?3;i 'S FRIVATY SFCTOR I,;l;EDIh!? 
FiYl!AI: 1 L i T l : T I O I J  !T:;llJ!. GABBI S?IC;'iILZ USi: i T S  OUN FUNDS, IIC: . 
A I D  FUNDS , TO ! : ' : L  L :A' I'I'R T i I  1,: WOP iSNG CBPI'IAL RE!jlT12SMSNTS 



O F  E N T E R P R I S E S  IN T R O D 2 L S .  AS V I T H  TH.X QTI!FR F A R T S  O F  
TEIS P R O J E C T ,  RMP:i j i .SIS SFiClULD 'ST, PLACE:: OS ;.'Ah;'!' A N N M A  
D I S E U P S I N G  L O A N S  T O  TI!E PRIVf TI!; S E C T O R ;  F;VE:?Y S:PEIOHT Pane 2 of 6 
S H O U L D  EE MADE T O  "SURE T3E S U ' L O A N S  G(J OUT A S  S O O N  AS - P O S S I P L Z .  

4. AN I N J E C T I O N  OF F R E S H  A I D  C A P I T A L  I N T O  C A E E I  M A Y ,  OVER 
A P E R I O D  O F  TIM?:, SERVE T O  DRAW A D D I T I O N A L  P R E V I O U S L Y  
U N T A P P E D  C A P I T A L  I N T O  THi3 R E G I O N  AND B R I 3 G  IN NEW 
MEMBERS.  R O C A P  SEOUL]!, S O W R V E ? ,  BE R E A L I S T I C  k l i O U T  T H E  
I R P A C T  O F  B O T H  T R I S  A I D  A S S I S T A i J C N  AND P O S S I B L E  O T H E R  
DONOR A S S I S T A N C E  T O  C A B X I .  S E N S I T I V I T Y  . 4 N h L Y S I S  ON C A S H  
F L G Y S  S H O U L D  I N C L U D R  W I T H / W I T H O U T  O T H E R  DONOR S U P P O R T  
P R O J E C T I O N S .  THE V I A E I L I T Y  OF T H I S  P R O J E C T  CANNOT H I N G X  
UPOK TBE P O T E N T I d L  R E S O U R C E S  O F  O T H E R  D O N O R S ,  O V E 3  V H I C E  
A I D  H A S  NO C O N T R O L .  

5. T H E  M I S S I O K  S E O U L D  T A 4 E  C A R E  T O  A S S U R E  THSRE I 5  
S U F F I C I E N T  T E C H N I C A L  SUPPORT IN T E N  P R O J E C T  F O R  CAEEI'S 
I N T E R N A L  R E S T R U C T U R I N G  AN: R E O E C A N I Z A T I O N .  MOREOVEi l ,  THE 
M I S I S I O N  S H O U L D  STRRSS T O  C A B E I  Y k N A S E M E N T  T H E  I M P O R T A K C E  
OF C 0 M P I ; E T I N G  AND A D H E R I N S  T C  P R ' 4 V I O U S L ' Y  ANNOUNCED 
S T R U C T U R A L  RRFOFMS . 
6,  T H E  P I D  S T A T E S  C A B . k I  W I L L  PIIOVI.DF; T E C H N I C A L  A S S I S T A N C E  
T O  N A T I O N A L  I N S T I T U T I O N S  IN I N V i 2 S T M E N T / P R O J E C T  A N A L Y S I S .  
P E C A U S E  C A B E I  HAS HAD L I M I T E D  EXPXRI.NNCE I N  P R I V A T E  
S E C T O R  L E N D I N G  R C C A P  MAY WANT T O  C O N S I D E S  I N C L U C I N G  S O M E  

- .  T E C E N I C A L  A S S I S F S K C E  'TO S T R E N G T Y E N  CSBEI'S A S I L I T Y  T O  
P R E - S E L E C T  I N T E R M E D I A T E  C R E P I T  I N S T I T U T I O N 5 .  

1. C A B E I  I N T E R N A L  REFORMS: T H Y  PP S H O U L D  P R O V I D E  A 
C O M P R E H E N S I V E  VIEW O F  C A B X I  'S O R G A N 1  Z A T I O N  AND L E N D I N G  
AND F I N A N C I A L  P O L I C Y .  R O C A P  S t l O U L D  ALSO D E V E L O P  A 
P R O J E C T  S T R A T E G Y  P O R  A C H I F V I N G  R E S T R U C T U R I N G  O F  C A B B I ' S  
P O R T F O L I O  AND R E O R G A N I Z A T I O N  OF C A B E I  fiLON:; T9F L I N G  S B T  
F O R T H  I N  T 9 E  L A Z A R D  F S E R E S  A N C  PRICS W A T E E E O U S E  R E P O R T S  
AND W H I C H  A R E  A C C E P T A B L B  T O  D O N O R S  A N D  T O  MJMBE!? 
C O U N T R I E S .  T R X  PSOJXCT S H O U L D  A D D F S S S  T H E  I S S U E S  
I M P O R T A N T  T O  ?EKBERS I N C L I J 3 I N G  T H E 1 2  C O N C E R N S  A S  TO HOW 
C A B E I  C O U L D  BE MANAGED I N  A L E Y S  P O L I T I C A L  M A N N E R .  RCCAP 

- SHOULD C O N S I C E R  I N C L U D I N G  THX FOXLOW I N G  C O N D I T I O N A L I T Y  , 
AS DEEMED A P P R O P H I B ' P R ,  I N  THE P P :  ( A )  A C L E A R  3ECISIOtJ BY 
CAEBI MANAGEMENT ON HOW CBBE:I W I L L  ADDRESS T H H  Q U E S T I O I J  

- OF E X T R A - R E G I O N A L  M E Y E E R S ,  AN3 ( R )  A CLEAR S T R A T E G Y  W I T H  
R E S P E C T  T O  R R H A 3 I L I T X 1 T I N G  I T S  T X I S T I  NG P R I V A T E  S E C T O R  
F O R T F O L  10, 

C e  U.S. M E M B F R S E I P  IN C 4 B R I  

1 J N C L A S S I F I E D  STATE 135342/81 
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PLRYS I S  @ P I N G  S T U D I E D  BY THE STATE DEPARTMENT, WHICH 
- EAY, IN TITRN, A S i i  TRBASURY TO EE;ONSILER I T S  P O S I T I O N ,  

EOCLP WILL J?!! KEPT INPORMBD O F  ANY NEW DEVELOPMENTS. 

- I?. SUPPOR'I' O F  R G G I O N J L  GOVERNPIENTS FOR CfABEI 

1. 'PIiE PROP'; SIJOULD INCLUIIE CONDITIONS PRECEIIENT 
R E Q g I R I N G  PEMBYR COUNTRIES TO FP- IE  CARE OF ARREARS, 
EITHNR BY PAYING I N  PULL OR CY RESCHEDULING, AND TO 
REMAIK CTJERENT ON DEDT PAYMENTS AND ON FUTURE CAPITAL 
CALLS.  

2 .  RICAFAGIJA I S  N C T  CIJRHSNTLSI E L I G I E L E  TO P A S T I C I P A T E  IN 
NEW CABXI LBNDINC BTCAUSZ O F  I T S  ARREARS T O  TXE 
I N S T I T U T I C N  (6PPROXIMATELY DOLS 36 M I L L I O N \  AND IT 
A P P E A R S  11xr.1 .;YI,Y TILIT N I C A R A G U A  'S EL I G I E I L I T Y  STATUS w ILT, 
C F P R G R  IN TI13 N'NAP FUTURE. iJF:VERTIIELXSS, THE PROJECT 
$l!@ULD SF BESIGNEC SO TPAT NICARAGUA C A N N O T  DIRECTLY 
aFJ\jI?FI1" FROM !I1: FURilIS. 

5.  IN JDUITIOIJ  T O  CONSULTPTION ;?IT11 BILATPEAL M I S S I O N S  
AND TI!?? ONCCIINC PIALOGUB WITH GOVERNMFNF O F F I C I A L S ,  ROCAP 
S H C U L F  C O N S U L T  W I T H  X X Y  P u m c  (B.G., C E N T P A L   RAN^ 
REPRESENTATIVES ! A N D  PRIVATE SECTOR LEAPSRS IN THE 
RESPECTIVN COUNRTIES TO A S C Z R T A I N  T H E I R  HEoCTIOM T O  T H I S  
PROJECT IN P A R T I C U L E S  ANC TO CABS1 IN GENE3AL.  

E .  F INANCIAL CONSIDERBTIONS 

1. THE SOURCE O P  T H R  PROPOSED CABXI COUNTERPART OF DOLS 
5J.9 PIILLION SHOULD R E  CLKARLY DEFINED IN A CONDITION 
pliKCECSN1r TO CTSSUHSXPrFN1r. 

2 .  'rHE P P  S3011TIIl L A Y  OIJT h DISBTJRSXMEtJT PLAN SIIO!JING HO!J 
I N I T I A L  ( A N C  C'T?''' 1 YERF PIlNCING WITlIj B!I: ALLOCATED BETWEEN 
T!IE PTJ31,IC A N T )  ? R  I $ ? ,  I'I: SRC'J'ORS. 

5 .  I N  'PPE FI:\i$MCI P L  hNALY!;IS,  'rI!X I ' ? ISSIOY SI!OULD ,.SSUMg 
THE TFRMS C ?  TIT%; C O L S  25 MILTIION DA LOAF. WILL BE 'THE SAME 
A S  F R J ; V T G I J S  r \ In  L O A N S  T O  c i . 3 ~ 1 ,  T ~ I A T  I S ,  THF MOST 
CONCESS I O h A L .  
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2.  GIVEN CABEI'S T X F E R I E N X  T O  ll!i?!; IN D I R E C T  LENDIN,: TO 
PARASTATPALS AND T F E  PRIVATE:  S E C T O R ,  A I D  5 Y P i 1 L D  1JS k: I T S  - LEVERASE TO KXEP C.u.BJI:I FROll I I IRECT ' L E N D I N G  OPERATIONS OF 
T H I S  NATURE. TEJ3 ?F S H O U L 9 , D I S C U S S  YOU SIJBLENDING TO 
S U E S I E I Z E D  I N C U S T R I E S / E N T I T I E S  Y I L L  BE AVOIDED. 

3. THE PP SHOULD INCLUDE D I S C U S S I O N  OF HOW THE I C I S  WILL 
DO THE ECONOMIC A ~ A L Y S I S  TO ASSURR ADEQUATE RATES O F  
RETURN E X I S T  ON SC.3LOANS I 'INAKCED, 

G .  SUELOAN REVIEW: 

- 1. INFRASTRUCTURE LOANS -- IN PUTTING TOGETHER THE P P ,  
THE M I S S l O N  SVOIJLD MAKE I T  CLEAR TEAT A . I . D .  W I L L  W A N T  TO 

- BE FULLY f NFORMED X90UT E A C H  SIJB-LC!:>: PROJXCT AND HAV9 

TEE S I G H T  TO CLEAE ON E I C H  P l i S J h C T  P F l O R  TO CABFI  
- APPROVAL, I F  I T  WISHES TO DO S O .  

2 .  P R I V A T E  SECTCR LOANS -- S ItJCi!! WE V I W  C A E E I  AS 
E S S E N T I A L L Y  A CONDUIT TO INTF:RI.1FIII.BTE CREDIT I N S T I T U T I O N S  
IN THE REGIOh4, THE M I S S I O N  SiiOULD DEVEZO? A SYSTEM WHICH 
WOUL3 ALLOW THE K I S E I O N  TO RRVIEVJ AND APPROVE SUB-LOANS 
BEING MA3E TO T E E  I S I S  AND TfiENCE TO THE F I N A L  SORROWING 
ENT'ERPRISE.  THE SYSTJiM WOULi) E:N1fAIL TAKING A LOOX AT THE 
TERMS ANC CONDITIONS OF LOANS ' t E I N G  PASSED THROUGH I C I S  
AND O N  TO F I N A L  BORRROWERS TO ENSURE CONSISTENCY WITH 
LCCAL MARKET EATBS,  AND AT T H X  ZINAL BO2ROVXRS THNMSELVdS 
TO DFTERMINE T E E I R  OWNERSHIP STATUS.  V R  ARE PAaTICULARLY 
CONCXRNED THAT ONLY INDEPENDENT,  PRIVATN OPE'AATIONS B E  
THE B E N E P I C I A R I X S  OF THE LOANS 4 N T  THAT NO PARASTATATJS BE 
INCLUDED AS R E C I P I E N T S .  

UNCLBSSI F I E D  STATE 153842/@2 
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<],'a L . Y  \ I U I : S ~ !  Fl~I) 3 I)ftlVk: 10334d/b3 . ANNEX A -. 
II.  ADDITIONAL CIJII IANCE: Page 5 of 6 

- 
1 .  TPKRcl I S  NO !<RI\J'FIOEJ IN THE P I T :  CF THE F Q T E N T I A L  
IMPACT OF T I I I S  FROJTC'!' ON itlGMI;:P;. IN  '!'HE: ? P  DEVELOPMENT, 

- TIiE M I S S I O ~ J  SFOIJLD: i A j  LOOic AT TYE D I S T R I B U T I O N  O F  
SUPLCANS FY S!:X UN'IYK ' P Y R  PRXVIOUS AIn LOAN ( 5 3 ~ - 3 0 6 9 ) ;  
E N D  (I?) h X F M I 5 6  '!'!I1: PROJECT DESIGFI' TO ASSURE THERE I S  140 
INHEE?C!JT L I S C P I I ~ N A T I O N  !!GAINST WOM3I IN LENDING 
F i i A C T I C Y S .  

2 .  WITR RESPXCT 7'0 THr' POTENTIAL E!\IVI?ONME>JTAL IMPP-ir'l OE' 
SUBPROJECTS ' INAPiCED U N U R H  T h I S  P X O J E C T ,  ALL P U B L I C  
S E C T a R  SUEI,OLI\IS PKI NS CONSID.rlH.J:D FOR A I D  FIJNDING I J I L L  33 
REV1 ,T:$EE L'UpING 'CHE PROJYC'T L'ICSICN STAGN TO DETERMINE 
T h C I R  ENVIIIONME:N'I1AI, Ir<PACT P R I J R  TG INCLUSiON ON ANY L I S T  
O".:LIGIELF: SUBLCANS, T H I S  WIIlL Fk: DOPIE FY 4.N 
FNV IR@NMEl\ITAL 3XPSHT ON 'I'FIT.: DESIGN TEAM. T H O S T  
S U ? P R O J E C T S  I  NVDLVI IJZ THE PROCU!lI;M!YNT OR U S E  Ok' 
PESTICI1!CS O R  HAVING OTHER S I G N I F I C A N T  POTENTIAL ADVERSE 
FKV IRONP?EVT!iL I YPIICTS SUCil AS PEN~~'I'HA?'IOb! QGQDS O R  O F H E R  
M A J C R  CI)NSTEI!CfCIOI.I P S O J h C T S  WOULD R'!lrr$UIl?E A N  A13,/W 
kPPROVET, PNBIPONKENTAL ASSNSSVENT PRIOX TO I N C L U S I O N  ON 
A N Y  LI St!' OF II'LIGULI: SUHLVANS . AN 3NTOMOL031 S T  PIIOCURED 
TI'EOIJGFI 'PFF S A N l j  T BUIIRAU'S COOP'YRP.TI1J.K AGRXEMENT WITH 
TI1E CONSOHTIUM ll'OR INTBRKA'L'IONAL CR.OP PEO'CRCTION I S  
HI;:COMFIP::.IDLP w P P . R T I C I P A T . N  Q N  TFIJ PP D E S I G Y  T E A M  T O  
FEVFLOP Y GS'I ' ICI [,.It; E1~VIRONKI:NTAL ASSESSMENT'. O N  RELEVANT 
SURLCAKS. T P Y  3 I S S I O P i  ' r l lLL ALSO F I E D  A W A Y  TO DEAL WITIi 
THY P O T E N T I A L  Xb!V I.HONPill:NT.?18 IMPACT O F  TI'2 PHI.V$TE SECTOR 
S U E L C A N S .  W H I L E  IT  S~!Y rm BE P R A C T I C ~ L  T O  R T ~ ~ I ~ E  
RNVIRONMYNTAL A S S l S S B E N T S  OPJ ALL ACTi?IEUSIKESS SUPLOANS 

mr7 T O  V O L I J M E ,  i r l~lc POSSII :  I L I T Y  OF S E Q I J I R I N G  G E N E R I C  
ASSESSMENTS AND SThNDAXl) Cr\rVIRONMENTAL DE;Sl::I\; 
C O M S I D E R ~ T I O N S  ON CE!{TAIN TYPJiS OF COMMON S!JPLOP.NS iq ILL 
PI? C O N S I L ' W F C .  'I'll9 IEF: S'TATKS TIIAT C J B X I  \ J I L L  USE 
PROJECT FUNSS T 6  DXVlJLOP ITS 4 H I L I T Y  A X D  A N  IPTERNAL 
ACMINISTRATIV1l '  PFOCESS TC' 31\12' ENVIRONEY1Li\ITJ.L HEllIEW T O  
SUBL2hbiS.  T H Y  PP DXSI2N TEAM WILL DEVELOP A F P R O P R I A T S  
WORDING FO9 THj$ P R O J L C T  PGREIMKNT TO INSURE T H I S  OCCURS. 

I .  A .  I .  I!. iIRPi{'i'SENTh:T: Tr14 USG -IT THE RECENT VIENNA 
M h k T I  KG G ? !  C P H E I  'S PROPOS 4 L  TO ESPABLISH A S P E C I A L  
RCONOMIC A;\lP S O C I k L  LF:VELODM 'NT FUND FOR CXNTRAL 
F.PERICA. i l i i I lL3  'AF: MhlIFI t\13 C0MMTTMF:NTS AT T ! I I S  MEETING,  
Wk, NOTSB CUR INTEREST IN LKPRRING llORE &BOUT1 THE PROPOSAL 
A N l ?  OU? TNTENTION T O  FXPLORF IT PURTHER, l tdCLUDING 49YS 
IK h!tiICH rI1F U.:;. M A Y  t3E: A3L!? '!lo CObiTRIBUT? t?R 
P A R T I C I P A T J :  I t i  T!lX FUNI). IY T E 1 S  CQNTEZT,  3'# WOTiCD THE 
P O S S I E I L I T Y  O F  C ~ A N h P I ~ I N G  TEE PROPOSSV FOL? 52 F I L L I O N  
THRCUGH T R E  FYIJD. 

WE NERL' TO LEARV CONS ICKRABLV M O 3 E  ABOUT C A E E I  'S PROPOSE9 
FUb!D. '!'I4 11' P P  SllOULD I NC1,UI)I:' AS VIISH ITP-TO-DATE 
INE'OpIYPTJON P S  l ' O 5 S I E L f ~ :  ON THE STATUS OF TJiE PROPOSAL AS 
WELL .1S Ttl'.' bII ' ; . ; ION'S T!IOU::HTS ON W H Y T H E H I  AND IF  S O ,  IN 
',+'rj,T V A N N  F' P4. I . I '  M I "HT L P P R O P E I  ATJI'LY CO'JT' ,IBU "3 'PO OR 
~)THY:RWIST;: I)? '?'!I CI P9'!111: I N  '- 'UCli A PtrNL'. 
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PROJECT DESlGW SULMARY 
-ID !-a n a r l  ~WSTRUCTION: T ~ I S  IS AN OPTIONAL 
WPPLLYEMT I FORM *HiCH CAM BE USED AS A:, AID Tot01 U. 5. Fundi 

TO ORGANIZING DATA FOa THE PAR Date Prepwed: P~~~~~~ T.i,ln ~ , , , , , t ~ :  P'egional Economic Recovery 596-01 ; 4 - -- REPORT. I T  HEED NOT BE RETAINED 
OR SUBMITTED.) 

- WRRATlVE SUMMRY - 
Ptqrun a S M t a  Gwl: The broadsr obiactive to 
whid this p t o j u f  cmhibukr: 

To mobilize increased levels of ex- 
ternal resource> to t h ~  Ce~tral 
American region to stiriulate growth 
of extra-regional exports in order to 
help achieve A.I.D.'s short term 
stabilization and medium and longer 
term growth and equi ty qoals. 

- --- 
OBJECTIVELY VERIFIABLE INDICATORS 
h!casures of Goal Achiavom~nt: 

1. Positive GDP and per ca~ita 
GDP growth rates and increases 
in employment levels throughout 
the region. 

2. Increased investment levels in 
the public and private sectors in 
each country by 25'2 and 594, res- 
pectively, and in the region as a 
who.le by 20% and 4O%, respectively. 

3. Exports of goods outside of 
the region increase by 5%. 

MEANS OF VERIFICATION 

Conparison with baseline mic-o-dsta 
for each of the participating cticn- 
tries and the region as a whole. 

PAGE 1 
IMPORTANT LWMPTIONS 

As~umptions fa ochioving goal tnrptr: 

Reduction in oolitical and social 
tensions in the area with conconitant 
increase in investor confidence in 
and additional capital flows to the 
area. 



PROJECT DESIGN SUMMARY 
LOGICAL FRAMEWORK 

To improve CABEI's financial and ad- 
ministrative viability and increase 
the Bank's present investment impact 
on the region while strengthening irs 
private sector program development. 

--.-.- 
OBJECTIVELY VERIFIABLE INDICATCRS- --. 
~onbt&r that indicotc purpose has b c r  
achieved: End of proiect s:atus. 

1. Approximately 20 lCls will have 
received technical ac,sista~~ce and 
training from CABEI in order to 
improve their project identifica-- 
tion, review, approval and rnoni- 
toring capabilities inagribusiness 
especially with respect to extra- 
regional export opportunities. 

2. Increased productivity, foreign 
exchange earnings, employment, in- 
comes and standard 3f living as a 
result o f  credit made available to 
new or expanding agribusinesses. 

3. CABEI will have resumed a posi- 
tive net flow of flrnds to its 
member countries (except Nicaragua) 

4 .  AID assistance wiil have sup- 
ported CABElls effort to attract 
contributi~ns to its Specia: Fund 
for Economic Development and/or 
other donor assistance o n  conces- 
sional terms of at least $150 mn. 
over the LOP. 

5. Public sector accounts with 
member countries (except ~icaragua] 
remain current over the LGP and 
paid-in capital increases by 550 

htEAN.5 OF VERIFICATION 

1. Quarterly reports and project 
evaluations. 

2. Project data kept by lCls and 
CABEI. Project evaluations. 

3. CABEI records. 

4. CABEI records. 

5. CABE I records. 

Life of Projea: 
From FY toFY - 
Total U. S. Funding 
Date Prapad; 

PAGE 2 
IWORTANT ASSUMPTiONS 

ksmnptions for ochiaving purpom: 

. Investor confidence levels rise 
in gereral, and other donors and 
*.'i nnncing sources respond to CABEI 
initiatives and/or impact of contri- 
butions made under this Project by 
providing additional capital re- 
sources. 

2 .  Sufficient continued demand for 
credit. 
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NARRATIVE S U X U R Y  

c w s :  
1. Strengthened progrsm for prlvate 
sector development. 

a. Agribusiness program delegates 
more autonomy to regional off Ices and 
ltls for subloan approval and dis- 
bursement. 

b. Agribuslncss loan portfolio to 
the private sector 15 expanded, with 
emphasls placed on extraregional expor 
actlvl tles. 

c. l i t  procedures for project 
iden:Ification, promtion prepara:ion 
and monitoring improved. 

2. General liquidity of CABEl Is 
eased; Its financial viability I s  
Improved. 

a. Disbursement/fmplunentatlon rate 
In private and publlc sector port- 
folios improved. . 

b. Net flow o f  funds betk-een CABEl 
and member countrfes will be positlve 
by proJect camplet Ion. 

.a. Approximately 30 loans for 
sbl lc sectbr productive actlvi- 
Ies and rel2ted Infrastructure 
onpl eted . 
b. New disbursements by CABEl 

o countries (except Nicaragua) 
xceed repayments by year three 
if project. 

1.a. $17.5 mn In subloans are dls- 
5ursed effl~lently and flexibly 
w e r  the LOP in accord wfth estab- 
lished guidelines and eligibi!ity 
xiterla. 

b. Approximately 11.000~agribu- 
siness loans made to ICls, with 
approxlmatel y 60% dedlcz?ed to 
sxtrareg tonal exports. 

c. Creation of approxlnately . 
3300 direct jobs and an additional 

500 full time equivalent jobs 
werated in off-nite direct en- 
loyzent or on an off-site part- 
Ime employment region-wide. 

- 
MEkTS C:: VERIFICATION 

,a. Flnanclal reports, records of 
4BEl and the !CIS. 

b. Ffnanctal reports, records of 
\BE1 and the iCls. 

c. ICI records and project evalu- 
r ions. 

.a. CABEI. 'records and quarter1 y 
?ports . 

b. i A E l  flnanclal reports and 
eco rds . 

Ltf. of P,oiut: 
From F Y  po FY 
Tot01 U. S. Funding 
Dolo Prc.?aed: 

I. SufFlcient Interest on the part 
>f ICIs in using technical assist- 
ance offered under ProJect. 

Z .  Natlonal governments in the 
-eglon a5:e to reduce arrears for 
~utstanding public sector loans and 
~rovide new capital contributions. 

j. Private sector borrowers in 
arrears responsive t o  CABElls privzte 
sector portfolio recovery stratesy. 



c. Loan recovery rate for prlvate 
sector portfolio improves. 

d. CAJEl's equlty base expands 2nd 
It successfully attracts new resources 
frun extra-regional. sources. 

3. Strengthened organlz~tfo~al 
structure 

a. Effectlye managerent informa2Ion 
system designed and Implemented. 

b. Orgdnlzatlon and management 
Improvemnts Implemented. 

c. Strengthenld capacity e~tabllsne~ 
to assess potential environmental In- 

; pact of projects f lnanced. 

c. HaJor 1 ty of l o p s  passed' to 
lehabilitatlon Unlt have either 
leen successfully rehabil ltated or 
:heir assets llquldated. 

cap1 tal from 
.A. countrie; increases by +t 
Zast $50 nn and contributions to 
~eclal Fund for Economlc Recovery 
-idlor other donor asslstance on 
mcessional terms total $150 rnn b 
:co . 

. 6 b. CABEils operational ef- 
iciency Improved as perceived by 
ubllc sector borrowers and 
articlpatlng ICls. . 

c. All publit sector loans de- 
igned to avold negative envlron- 
ental Impacts. lCls tralned In 
nvlronmental guldellnes and thelr 
ppl fcat!on. fnr subloan approval 
nu mon 1 :or l ng . 

c. Quarter1 y reports and project 
va1uatloas. 

d. 9uar:erly reports and CABEl 
Inancial records. 

. t b. Project evaluations. 

c. Quarterly reports and project 
va1uatlons. 

Liro of Ptotmcr. 
From FY, ro FY 
Totcl U.'S. Funding 
Dc!o Ptqnad: 



PZOJECT DESIGN SUMMARY 
LOGICAL FRAMEiYOWK 

R o i o a  Titla 6 Number: -- 
NARRATIVE SUMMARY 

1. Capital injection for pubbic 
sector investment projects. 

2. Agribusiness Credit 

3.  Technical assistance and training 

3QJECTIVELY VERIFIABLE INDICATORS 

mplamntotion Target (Type a d  Qucntity) 

($000) 

ICls CABEl - 
43.878 - 
2.500 5,000 

6\* - 

MEANS O F  VERIFICATION 

The inputs will be verified as part 
of the Project Implementation/monitor 
ing process. 

Life of Project: 
From FY . to  FY 
Totol U.S. Funding 
Date Prrpared: 

PAGE 6 
IMPORTANT ASSUMPTIONS 

Airump~lms for provldlng ! n ~ z ? r  

1. National governments able to 
provide counterpart to CAEEl for 
selected public sector projects. 

2. CABEl able to provide counter- 
part for agribusiness loans acd 
training/technical assistance 
activities. 

3. lCls provide counterpart for 
agribusiness loans and training/ 
technical assistance activities. 
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Listed b e l o w  a re  statutory 
c r i t e r i z  a??l icable t o  p i o j e c t s .  
This s e c t i o n  i s  d i v i d e d  i n t o  two 
parts. ?zr t  A .  i n c l u d e s  c r i t e r i a  
a p p l i c a b l e  t o  a l l  projects .  ? a r t  
E. a p p l i e s  t o  projec=s funded 
f ron  specific s o x c e s  only: ~.1. 
appi5 .e~  t o  all pro jec t s  funded 
with Development Ass i s t ance  
F u n d s ,  B.2.  s p 2 l i c s  t o  ?rejects 
f u n d e Z  w i t 5  D e v e l o p n e n t  
Assistance l o ~ n s ,  2nd 3 . 3 .  
~??lfes t o  p ro jec t s  f c n d e d  from 
ZS?. 

C X O S S  EFE?JNCSS: IS COUNTRY 
CEECKLIST U2 
TO DATE? f l A S  
STANDA?a ITSM 
CHECKLIST BEEN 
REVIEGZD ?GR 
T91S PROSECT? 

A G E I E X L  CRXTSRIA FOR PXOSECT 

1. F Y  1982 Appropriation Act  
Sec.  523: 7AA Sec. 6 3 4 A ;  ---- 

( a )  ~ e s c r i b e  how 
a u t h o r i z i n g  and sppro- 
p r i a t i o n s  committees of 
Sena t e  and aouse have 
been or  w i l l  be n o t i f i e d  
concerning t h e  p ro jec t ;  
i b j  i s  ass i s tznce  v i t h i n  
(Ope ra t i ona l  Year Sudget  ) 
country o r  i n t e r n a t i m a l  
o r g a n i z a t i o n  a i , l o c a t i o n  
repoz ted  t o  Congress ( o r  
n o t  more t h a n  $1 n i l l i o n  
over that zmount]? 

  his p r o j e c t  was p resen ted  
i n  t h e  F Y  1985  Congressional  
P r e s e n t a t i o n .  

Y e s  

2 .  FAA Sec. 61lfa)(l). P r i o r  ------ 
t o  o b l l g a t ~ o n  I n  excess 
of SlOO,OG, w i l l  t h e r e  be 
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( a )  e n g i n e e r i n g ,  f i n a n -  
c i a l  or other plans 
n e c e s s a r y  t o  czcry o u t  
t h e  i i s s i s t a n c e  and ( b )  a 
r e a s o n a b l y  firm e s t i m a t e  
of t h e  c o s t  t o  t h e  D.S. 
of t h e  z s s i s t a n c e ?  

FAA sec. 611(a)(2). If 
Zurther l e g i s l a t i v e  
a c t i o n  is r e q u i r e d  w i t h i n  
r e c i p i e n t  c o u n t r y ,  what 
is b e s i s  for  r e a s o n a b l e  
e x ? e c t a t i o n  that such 
a c t i o n  w i l l  be comple ted  
i n  time t o  p e r m i t  o r d e r l y  
accom?lishment  of purpose 
of t h e  a s s i s t a n c e ?  

A ~ p r o p r i a t i o n  . A c t  See. 
-4. 

501.  1f for w a t e r  o r  - 
water- r  elated l and  
r e s o u r c e  c o n s t r u c t i o n ,  
hzs pro jec t  met t h e  
s t e n d z r d s  and c r i t e r i a  a s  
s e t  f o r t h  i n  t h e  
P r i n c i p l e s  and s t a n d a r d s  
f o r  P l a n n i n g  Hzter and 
R e l a t e d  Land Resources ,  
d a t e d  o c z o b e r  2 5 ,  1 9 7 3 1  
(See  A I D  Bzndbook 3 fo r  
new g u i d e l i n e s . )  

FAA Sec. 611(e). If 
prolect i s  c a p r t a l  
a s s i s t a n c e  (c.g., 
c o n s t r u c t i o n ) ,  and a l l  
D.S. a s s i s t a n c e  . f o r  it 
w i l l  exceed $1 m i l l i o n ,  
has Miss ion  Director 
c e r t i f i e d  a n d  S e g i o n a l  
A s s i s t a n t  A d m i n i s t r a t o r  
t a k e n  i n t o  c o n s i d e r a t i o n  
t h e  c o u n t r y ' s  c a p a b i l i t y  
e f f e c t i v e l y  t o  m a i n t a i n  
and u t i l i z e  t h e  project? 

Yes 
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FAA Sec. 209.  Is p r o j e c t  
s u s c e ? t i b l e . t o  e x e c u t i o n  
a s  pert of r e g i o n a l  o r  
multilateral project? If 
so, why is project n o t  so 
executed? I n f o r m a t i o n  
and c o n c l u s i o n  whether 
a s s i s t a n c e  will e n c o u r a g e  
regioncl development  
programs. 

FAA Sec. 6 0 1 ( a ) .  - 
lnfornation and 
c o n c 2 u s i o n s  whe the r  
project will encourage  
efforts of t h e  c o u n t r y  
to: ( a )  i n c r e a s e  t b e  
flow of i n t e r n a t i o n a l  
t r ~ d c ;  (b) f o s t e r  p r i v a t e  
i n i t i a t i v e  and 
c o m p e t i t i o n ;  a n d  ( c )  
encourage  development  and 
use of c o o p e r a t i v e s ,  and 
credi t  u n i o n s ,  and. 
savings and lban 

Project is a regional 
effort with the Central 
American Bank for 
Economic Integration. 

Project will support expan- 
sion of extra-regional ex- 
ports by private agri- 
business concerns in Central 
America. Several major coop 
federations will be included 
as intermediary credit ' 

institutions. Technical 
assistance will be provided 
at the, subborrower level to 
insure the financial and 
technical feasibility of 
subprojects receiving fund- 
ing under this project. 

associations; (d) 
d i s c o u r a g e  m o n o p o l i s t i c  
practices; ( e )  improve 
t e c h n i c 2 1  e f f i c i e n c y  of 
i n d u s t r y ,  a g r i c u l t u z e  and 
commerce; end (f) 
strengthen f r ee  l c b o r  
un ions .  

FAA Sec. 601(b). 
Information and 
c o n c l a s i o n s  on how 
project w i l l  encourage 
U.S .  private  t r ade  and 
i n v e s t m e n t  abroad and 
encourase p r i v a t e  V.S. . 
p a r t i c i p a t i o n  i n  forei 'ga 
a s s i s t a n c e  programs 
( i n c l u d i n g  use of p r i v a t e  
t r cde  c h a n n e l s  and. t h e  
s e r v i c e s  .of U.S. p r i v a t e  
e n t e r ? r i s e ) .  

It is expected 
portion of .the 
assistance and 

that a major 
technical 
training 

activities to be under- 
taken will be provided by 
U . S .  firms and individuals. 
Also, contracts to implement 
public sector investment 
projects represent opportu- 
nities for U.S. suppliers 
and firms. 
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steps taken t o  a s s u r e  
that, t o  t h e  maximum 
e x t e n t  p o s s i b l e ,  t h e  
c o u n t r y  i s  ' c o n t r i b u t i n g  
Local  c u r r e n c i e s  t o  meet 
t h e  c o s t  of c o n t r a c t u a l  
and other services, and 
f o r e i g n  c u r r e n c i e s  owned 
b y  t h e  D.S. are u t i l i z e d  
i n  lieu of d o l l a r s .  

10. FhA Sec. 612(d ) .  ~ o e s  
t b e  U.S. own exces s  
f o r e i g n  cur rency  of t h e  
country and,  i f  s o ,  wbet 

-arreang'ements have been 
made f o r  its r e l e a s e ?  

11. FAA Sec. 6 d l ( e ) .  W i l l  
' t h e  p r o j e c t  u t i l i z e  Y e s  

c o m p e t i t i v e  s e l e c t i o n  
p rocedure s  f o r  t h e  
awarding of c o n t r a c t s ,  
e x c e p t  where a 2 p l i c a b l e  
procurement r u l e s  a l low 
o the rwi se?  

12. FY 1982 A ~ d r o p r i a t i o n  Act 
Sec.  521.  If assistance No 
i s  f o r  t h e  p roduc t ion  of 
any commodity f o r  expor t ,  
i s  t h e  commodity l i k e l y  
t o  be i n  s u r p l u s  on world 
m a r k e t s  a t  t h e  t ime  t h e  
r e s u l t i n g  p r o d u c t i v e  
c a p a c i t y  becomes 
o p e r a t i v e ,  and i s  such 
a s s i s t a n c e  l i k e l y  t o  
cause s u b s t a n t i a l  i n j u r y  
t o  U.S. producer's o f  t h e  
same, similar o r  
competing commodity? 

13. FAA 1 1 8 ( c )  and ( d ) .  - 
Does t h e  p r o j e c t  comply 
w i t h  t h e  env i ronnen ta l -  
p rocedure s  s e t  f o r c h  i n  
AID Requla t ion  1 6 7  Does 

Yes 



t b e  p r o j e c t  o r  program 
take i n t o  c o n s i d e ~ a t i o n  
t h e  problem of t h e  des- 
t r u c t i o n  of ' t r o p i c a l  
f o r e s t s ?  

14. FAA 121(d), I f  a Szhel 
p r o l e c t ,  h a s  a determina- 
t i o n  been made t h a t  t h e  
h o s t  government has an 
adequa t e  system for 
account ing  f o r  and 
contzo?. l ing r e c e i ? t  and 
ex2endi tuze  of p r o j e c t  
f u n d s  ( d o l l a r s  or  l o c a l  
cur rency  genere ted  ' 

t he re f rom)?  

B,. F U N D I N G  C X T E R I A  FOR P2OJ'ECT - 
2 -  Development Assis t2nce 

Pro-ject criteria 

a. FAA Sec. 102(b), 111, 
113, 2 8 1 ( a ) .  S x t e n t  t o  
whzch a c t i v i t y  w i l l  (a1  
e f f e c t i v e l y  invo lve  t h e  
?oar i n  development, by 
ex tend ing  acces s  t o  
economy c t  l o c a l  level, 
i n c r e a s i n g  labor- in ten-  
s i v e  p roduc t ion  and t h e  
use of a p p r o p r i a t e  
technolo5y,  spread ing  
inves tment  out from 
c i t i e s  t o  small towns and 
r u r a l  a reas ,  and insur ing  
wide p a r t i c i p a t i o n  o f  t h e  
poor i n  t h e  b e n e f i t s  of 
development on a sus- 
t a i n e d  b a s i s ,  us ing  t h e  
a p p r o p r i a t e  U . S .  insti- 
t u t i o n s ;  (b) h e l p  develop 
cooperatives, e s p e c i a l l y  
by t e c h n i c e l  a s s i s t a n c e ,  
t o  a s s i s t  r u r a l  and urban 
poor t o  h e l p  themselves 
towzrd b e t t e r  l i f e ,  and 

Yes 

a. By providing agri- 
business credit, 'this 
project will directly 
contribute to employment 
generation in both rural 
and urban areas. It will 
increase incomes in rural 
areas by offering im- 
proved marketing outlets 
for production of non- 
traditional crops. 

b. Technical assistance 
will be provided to coops 
and coop federations to 
strengthen their roles as 
credit intermediaries under 
,the agribusiness component.. 



o t h e r w i s e  encourage  
democratic p r i v a t e  and 
l o c a l  governmentzl 
i n s t i t u t i o n s ;  ( c )  s u p p o r t  
t h e  s e l f - h e l p  efforts of 
d e v e l o p i n g  countries; ( d  1 
promote  t h e  p z r t i c i p a t i o n  
of women i n  t h e  n a t i o n a l  
economies  o f  d e v e l o p i n g  
c o u n t r i e s  and the 
inprovement of women's 
s t a t u s ;  and (e )  u t i l i z e  
and encourage  r e g i o n 2 1  
cocperation by developing 
c o u n t r i e s ?  

Does the 

for  t h e  type o f ,  funds 
( f u n c t i o n a l  accoun t  ) 
b e i n g  used? 

c. FAA Sec. 107. Is 
emphasis on use  of appro- 
priate  t e c h n o l o g y  
( r e l a t i v e l y  s m a l l e r ,  
c o s t - s a v i n g ,  l a b o r - u s i n g  
t e c h n o l o g i e s  t h a t  a re  
' g e n e r a l l y  most appro-  
priate f o r  t h e  smell 
f a rms ,  s m a l l  businesses, 
and small i n c a n e s  of t h e  
p o o r  ) ? 

d .  FAA sec. 1 1 0 t a ) .  W i l l  
the  recipient c o u n t r y  
p r o v i d e  rt least 25% of 
t b e  c o s t s  o f  the program, 
p r o j e c t ,  o r  a c t i v i t i y  
with respect t o  w h i c h  the 
a s s i s t a n c e  is t o  be 
furnished (or  is t h e  
l q t t e r  cost-sharing 
r e q u i r e m e n t  b e i n g  waived 
for a ' r e l a t i v e l y  least 
d e v e l o p e d m  c o u n t r y ) ?  

c. This project is highly 
supportive of a number of 
self-help measures recently 
initiated by CABEI to 
strengthen its financial and 
administrative viability. 

d. The project will provide 
increased employment opportu- 
nities for women, especially 
in rurhl areas. 

e. The project is a regional 
effort involving 4 Central 
American countries. 

Yes 

Yes 

Yes 
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e. FZA Sec. 110(b). 
W i l l  Szan: c z p i t a l  
a s s i s t a n c e  be d i s b u r s e d  
f o i  p r o j e c t  over  more 
t h z n  3 y e a r s ?  I f  s o ,  has 
j u s t i f i c a t i o n  satis- 
f a c t o r y  t o  Congress been 
made, and e f f o r t s  f o r  
o t h e r  f i n a n c i n g ,  o r  is 
the r e c i p i e n t  c o u n t r y  
. r e l a t i v e l y  l e a s t  ' 

develcped '?  (H.O. 1232.1 
d e f i n e d  a  c a z i t a l  p r o j e c t  

. as 'the const ruc t ion ' ;  
expans ion ,  equ ipp ing  o r  
a l t e r a t i o n  of  a p h y s i c a l  
f a c i l i t y  o r  f a c i l i t i e s  
f i n a n c e d  by AID d o l l z r  
a s s i s t z n c e  of  n o t  less 
t h a n  $100, OOO. ,  i n c l u d i n g  
r e l a t e d  a d v i s o r y ,  
m a n a g e r i z l  and t r a i n i n g  
s e r v i c e s ,  2nd n o t  under- 

. t a k e n  a s  p a r t  ' o f  a 
p r o j e c t  of a predon- 
i n a n t l y  t e c h n i c a l  
z s s i s t z n c e  c h a r a c t e r .  

f .  FAA Sec. 122(b). Does 
t h e  a c t i v l t y  g i v e  
r e a s o n a b l e  promise of 
c o n t r i b u t i n g  t o  t h e  
development  of  economic 
r e s o u r c e s ,  o r  t o  t h e  
i n c r e z s e  of p r o d u c t i v e  
c a o z c i t i e s  and s e l f - s u s -  . 

t a i n i n g  economic grcwth? 

g. F M  Sec. 281(b). 
~escFibe e x t e n t  t o  which  
program r e c o g n i z e s  t h e  . 
p a r t i c u l a r  needs ,  
d e s i r e s ,  and c a p a c i t i e s  
of the  people of t h e  
coun t ry ;  u t i l i z e s  t h e  
c o u n t r y ' s  i n t e l l e c t u a l  
r e s o u r c e s  t o  encourzge 

Y e s  

T h i s  p r o j e c t  i s  d i r e c t l y  
suppor t ive  of i n i t i a t i v e s  
t o  s t r e n g t h e n  CABEI which 
have been agreed t o  by 
t h e  5 member governments. 
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institutional development; 
and s u p p o r t s  c i v i l  
education and t r a i n i n g  i n  
s k i l l s  r equ i red  fo r  
e f f e c t i v e  p a r t i c i p a t i o n -  i n  
governmentcl processes 
e s e n t i a l  t o  self -government. 

2. Development Ass is tance  P r o j e c t  
Critez12 (Lozns Onlv)  

a. FWI Sec. 122(b). 
fnformation and conclus ion  
on capac i ty  of the c'ountry 

' t o  repay the loan',  at a 
rezsonable  r a t e  of i n t e r e s t .  

be FhA'SeC. - 6 2 0 l d ) .  If 
a s s i s t a n c e  i s  f o r  cny 
product ive  e n t e r p r i s e  whicb  
w i l l  compete w i t h  U.S. 
e n t e r p r i s e s ,  is there an 
agreement by t h e  r e c i ~ i e n t  
count ry  t o  prevent  expor t  
to t h e  U.S. of more t h a n  
20% o f  t h e  e n t e r p r i s e ' s  
annual  product ion  during 
t h e  l i f e  of t h e  loan? 

c .  I S D C A ~ ~  1981 ,  See. 7 2 4  
( c )  ana ( a ) .  If f o r  - 
Nicarasuc,  doe's t h e  loan - - 
agreement r e q u i r e  t h a t  t h e  
funds be u s e d  t o  the  ' 

maximum e x t e n t  poss ib le  f o r  
the, p r i v a t e  s e c t o r ?  Does 
tbe p r o j e c t  provide f o r  
monitoring under PAR See. 
624(gI? 

3 .  Economic Support Fund 
Proyect C r l t e r x a  

e. ?I& Sec. 5 3 1 ( a ) .  Will 
this assasttnce promote 

Project Financial 
Andlysis. 

It is anticipated that 
Central American pro- 
ductive enterprises 
will be competing with 
other foreign exporters 
to the U.S. and not with 
U.S. enterprises. 

Yes 

economic or  p o l i t i c a l  



stability? To the e x t e n t  
. p o s s i b l e ,  does  it r e f l e c t  
t b c  p o l i c y  d i r e c t i o n s  of 
F U  Section 1 0 2 ?  

FAA Sec. 531(c). W i l l  
assistance under  t h i s  . 
chap te r  be used f o r  
m i l i t a r y ,  o r  paramil i tary  
activities? 

FAA Sec. - 5 3 4 .  Xi11 ESP 
funas  De used t o  finance 
t h e  c o n s t r u c t i o n  of the 
o p e r a t i o n  o r  maintenance 
o f ,  o r  the 'supp!.ying of 
f u e l  f o r ,  a n u d e a r  
facility? I f  so, has t he  
p re . s iden t  cer t i f i ed  that 
such use of f u n d s  is 
Ind i spenszb l e  to 
n o n p r o l i f e r a t i o n  
object ives?  

FAA Sec. 5 0 9 .  If 
coamodities a r e  t o  be 
granted s o  t h a t  s a l e  
proceeds  w i l l  accrue t o  
the r e c i p i e n t  country, 
heve S p e c i a l  Account 
( c o u n t e r p a r t )  
errzngements been made? 
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Yes 
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5 C  ( 3  ) - STANDARD ITSH C R X K L I S T  

L i s t e Z  below ere t h e  s t z t u t o r y  
items which n o r n c l l y  w i l l  be 
c o v e r e d  r o u t i n e l y  i n  :hose 
p r o v i s i o n s  of en  z s s i s t a n c e  
egreement  d e a l i n g  w i t h  i t s  
i n p l e m e n t a t i o n ,  or covered  i n  tBe  
agreement  by imposing l i m i t s  on 
cer t e i  n u s e s  of funds .  

These i t e n s  a r e  arrarged under 
'&e general headings of ( A )  
Procurement ,  ( 3 )  C o n s t r u c t i o n ,  
and ( C )  O t h e r  X e s t s i c t i o n s ,  

h. Procurement .  

F?A Sec. 602. 3ue there 
arzzngements  t o  permit 
U . S .  s m a l l  b u s i a e s s  t o  
p a r t i c i p a t e  equitably i n  
tbe f u r n i s h i n g  o f  
c o m o d i t i e s  and s e r v i c e s  
f i n a n c e d ?  

Yes 

?AA Sec. 6 0 4 ( a ) .  W 1 1 1  a13 
procurement  be from t h e  Yes 
U . S .  e x c e p t  as o t h e r w i s e  
d e t e r n i n e d  by t b e  
P r e s i d e n t  br under  
d e l e s t i o n  from him? 

FAA Sec. 604(d). If the 
c o o p e r a t a n g  c o u n t r y  
d i s c r i i n i n a t e s  a g a i n s t  
m a r i n e  i n s u r a n c e  
companies authorized t o  
do b u s i n e s s  i n  t h e  U.S., 
w i l l  commodit ies  be 
i n s u r e d  i n  the U n i t e d  
S t a t e s  a g a i n s t  m a r i n e  
r i s k  with such a company? 

a g r i c u l t u r a l  commodity o r  
p r o d u c t  is t o  be 
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f i n a n c e d ,  is  t h e r e  
p r o v i s i o n  a g a i n s t  such 
p r o c ~ r e m e n t ~ w h e n  t h e  . 

dome6tj.c p r i c e  of  such 
comnodity is less than 
p a r i t y ?  (Excep t ion  whe're 
commodity f i n a n c e d  c o u l d  
n o t  rezsonablir be 
p r o c u r e d  i n  U.S.)  

FAA Sec. 6 0 4 ( g ) .  Will 
construction o r  
e n g i n e e r i n g  s e r v i c e s  b e  
p r o c u r e d  £ ran  f i n s  of 
c o u n t r i e s  o t h e r w i s e  - 
e l i g i b l e  under Code 941, 
but which heve . e l t a i n e d  a 
c o m p e t i t i v e  c a p a b i l i t y  i n  
i n t - e r n a t i o n a l  mzrkets  i n  
one  or these a r e a s ? ,  

6. FAA Sec. 603.. Is the 
sh ipp lng  exc luded  from 

' compl ience  w i t h  
requirement in sec.tion 
9 0 1 ( b )  of the' Merchant 
Marine A c t  of 1 9 3 6 ,  a s  
amended, t h a t  a t  l e a s t  50 
p e r  centum of t h e  g r o s s  
tonnage of commodities 
(computed separarely f o r  
d ry  bu lk  c z r r i e r s ,  dry 
c a r g o  l i n e r s ,  and 
tankers) f i n a n c e d  s h a l l  
be t r a n s p o r t e d  on 
p r i v a t e l y  owned U.S. flag 
commercial vessels to t h e  
ee tent  that such vessels 
a r e  avai lable  a k  f z i r  and 
r e a s o n a b l e  r a t e s ?  

7. FAA Scc. 621. I f  
t e c h n i c a l  a s s i s t a n c e  i s  

Yes 

Yes 

f i n a n c e d ,  w i l l  such 
a s s i s t z n c e  be  f u r n i s h e d  
by pr iva te  e n t e r p r i s e  on 
a c o n t r a c t  b c s i s  t o  t h e  
fullest e x t e n t  
p r a c t i c a b l e ?  If khe 
f a c i l i t i e s  of o t h e r  . . 
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Federa l  agencies w i l l  be 
u t i l i z e d ,  are they 
p a r t i c u l a r l y  s u i t z b ~ l e ,  
no t  compet i t i '  ? with 
p r i v a t e  e n t e z p r j s e ,  and 
made a v a i l z b l e  i ~ i t k a u t  
undue i n t e r f  ercnce w i t h  
domestic pr  ogr ansP 

Yes 

or p roper ty  is financed 
on g r a n t  b a s i s ,  w i l l  U.S. 
c a r r i e r s  be used t o  &be 
extent 'such s e r v i c e  is 
a v a i l a b l e ?  

FY.3982 Ap~roprietion A c t  
Sec. 504. 12 the 0,s. 
Government is a p a r t y  t o  
a c o n t r a c t .  f o r  
procurement, does t h e  
c o n t r a c t  concein a 
p rov i s ion  au thor i z ing  
te rminat ion  of such 
c o n t r a c t  f o r  t h e  
convenience of t h e  u n i t e d  
states? 

8. Construct ion 

1. FAX Sec. 6 0 1 ( d ) .  If 
cepital (e.g., 
c o n s t r u c t i o n )  p r o j e c t ,  
w i l l  U.S. engineer ing and 
g r o f e s s i o n c l  s e r v i c e s  t o  
be used? 

2 .  FAA Sec. 6 1 1 l c ) .  Off 
c o n t r a c t s  f o r  
cons t ruc t ion  a re  t o  be 
f inanced ,  w i l l  t h e y  be 
l e t  on a competi t ive 
b a s i s  t o  maximum extent 
p r a c t i c a b l e ?  

Yes 

Yes 

Yes 



3. FAA Sec.  6 2 0 ( k ) .  If for 
c o n s t r u c t i o n  of  
p r o d u c t i v e  e n t e r p r i s e ,  
will agggresate  value of 
a s s i s t a n c e  t o  h e  
f u r n i s h e d  by the U.S. n o t  
exceed $100 m i l l i o n  
( e x c e p t  f o z  p r o d u c t i v e  
enterprises i n  Egyp t  t h a t  
were described i n  b&e CP)? 

C. O tSe r  R e s t r i c t i o n s  

1. P?di Sec.  1 2 2 ( b ) .  I£ 
deve lopmen t  l o a n ,  is 
i n t e r e s t  r a t e  a t  least 2% 
per annum . d u r i n g  g r a c e  
p e r i o d  and a t  least 3% 
per annum t h e r e a f t e r ?  

2 .  FiU SEc. 301(d). If fund 
is e s t e b l i s h e d  solely by - - 
U.S. c o n t r i b u t i o n s  and 
a d n i n i s t e d  by an 
i n t e r n 2  t i o a l  
o r g a n i z a t i o n ,  does 
C o m p t r o l l e r  G e n e r a l  have 
a u d i t  r i g h t s ?  

3 .  ?AA Sec.  6 2 0 ( h ) .  Do 
arrangenenrs e x i s t  t o  
i n s u r e  t h a t  Uni ted  Sta tes  
f o r e i g n  e i d  is n o t  used 
i n  a manner w h i c h ,  

. c o n t r a r y  t o  t h e  best 
i n t e r e s t s  o f  t h e  Uni t ed  
S t a t e s ,  promotes  o r  
a s s i s t s  t b e  f o r e i g n  a i d  
p r o j e c t s  o r  a c t i v i t i e s  of 
t h e  Communist-bloc 
c o u n t r i e s ?  

4.  W i l l  a r r a n g e n e n t s  p r e c l u d e  
u s e  of f i n a n c i n g :  

a .  - FAA Sec .  1 0 4 ( f  1: FY 
1982 A p p r o p r l a t l o n  Act 
Sec. 525: (1) To pay f o r  
per2ormance  of z b o r t i o n s  
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Yes 

Yes 

Yes 

Yes 

a.1. Yes 

- 
a s  a method of family 



plznning or to motivate 
or coerce persons t o  
practice abortions; (2 ! 
to pey for performance of 
involuntary sterilizztion 
2s method of family 
planning, or to coerce or 
provide financial 
incentive to any person 
to undergo sterilization; 
(3) to pay for any 
biomedical research which 
relates, in whole or 
part, to methods or the 
performance of abortions 
or involuntary & 

sterilizations as a means 
of f~mily planning; (4) 
to lobby for zbottion? 

b. FAA Sec. 620(p) . .  To 
compensate owners for 
exp;opr izted nationalized . 
property? 

C. FAA Set. 660. TO 
provide treining or 
advice or provide any 
financial support for 
police, prisons, or other 
law enf or ceaent forces, 
except for narcotics 
progr amsl 

d .  FAA Sec. 662. For 
CIA activities? 

e. FAA Sec. 636(i). For 
purchase, sale, long-term 
lease, exchange .or 
guaranty of the sale of 
motor vehicles 
manufactured outside 
U.S., unless a waiver is 
obtained? 
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2. Yes 
3. Yes 
4. Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

retirement pay, or 
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a d j u s t e d  s e r v i c e  
c smpensa t ion  f o r  m i l i t c r y  
personnel? 

g. F Y  1982 A ? p r o p r t a t i o n  
A c t ,  Sec. 505.  To pay 
U.N.  a s s e s s m e n t s ,  
artearages or  dues?  

Y e s  

Y e s  
-- 

A c t ,  Sec.  506. To ccrzy 
o u t  p r o v i s i o n s  of FAZ. 
s e c t i o n  209(d) (Transfer 
of FAA funds  to 
multilateral 
o r g a n i z a t i o n s '  f o r  
l e n d i n g  ) ? 

Yes 

n u c l e c r  equi?ment ,  fuel, 
or t e c h n o l o g y  o r  t o  train 
f o r e i g n  n a t i o n z l s  i n  
n u c l e a r  f i e l d s ?  

j. FY 1 9 8 2  A p p r o ~ r i 2 t i o n  
A c t ,  Sec.  511. Will 
a s s i s t a n c e  be p rov ided  
f o r  t h e  ?urpose  of  a i d i n g  
the e f f o r t s  o f  t h e  
government of such  
c o u n t r y  t o  r e p r e s s  t h e  
legitimzte r i g h t s  o f  t h e  
p o p u l a t i o n  of such  
c o u n t r y  c o n t r a r y  t o  t h e  
a n i v e r s a l  Dec la ra t ion  of 
Buman sights? 

k ,  FY 1982  A p p r o p r i a t i o n  
A c t ,  Sec. 515.  To be 
used f o r  p u b l i c i t y  or 
w o p a g a n d a  purposes 
h t h i n  U.S. not 
a u t h o r i z e d  by Congress? 

Yes 

Y e s  
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BANCO CENTROAMERICANO DE INTEGRACION ECONOMlCA 

T C L  a,' ~7 ; '231 l13 I l  I 22l!S4/HR. CAOLES: BANCADIE. TELEX: EANCAOIE 1103. APARTADO POSTAL 772 

TEGUCIGALPA. 0. C. .  HONDURAS. C. A. 

26 d e  j u n i o  d e  1985 

ACTION: PDO 
INFO: A/DIR 

GENERAL DEV 
Seiior John Eyre 
D i r e c t o r  ROCAP-AID 
Guatemala 

E s  timado seiior Eyre : 

Habigndose concluido favorablemente e l  a n s l i s i s  e fec tuado  por 
c i o n a r i o s  de  ROCAP y d e l  BCIE sobre  l a  f a c t i b i l i d a d  d e  e f e c t u a r  i n  Pro- 
grama Financier0  que coadyuve a l a  recuperaci6n econi5mica de  Centroam& 
r i c a  y a1 f o r t a l e c i m i e n t o  de l a  capacidad c r e d i t i c i a  de n u e s t r a  I n s t i t u -  
c G n ,  por e s t e  medio p resen t0  a us ted  formal s o l i c i t u d  d e  apoyo f fnanc ie -  
r o  pa ra  l a  r e l i z a c i 6 n  de dicho P r o g r a m ,  en 10s t6rminos s i g u i e n t e s :  

E l  monto de  10s recursos  s o l i c i t a d o s  es de US$ 50.0 mi l lones ,  10s 
cua les  se rgn  empleados en a tender  10s d e s t i n o s  que s e  ind ican  a continua- 
c i6n : 

a )  Desar ro l lo  de agroempresas r u r a l e s  US$ 15.0 mi l lones  

b)  A s i s t e n c i a  tgcnica  pa ra  f o r t a l e c e r  
l a  product ividad y mercadeo de las 
empresas pr ivadas  p r e s t a t a r i a s  d e l  
Banco y l a  capacidad a d m i n i s t r a t r v s  
y financiers d e l  BCIE I I 5.0 mi l lones  

c )  Desembolsos para  proyectos  produc- 
t i v o s  y / o  de  i n f r a e s t r u c t u r a  " 30.0 mi l lones  

I TOTAL US$ 50.0 mi l lones  

-. 
L E l  BCIE a d i c i o n a r s  a e s t o s  recursos  una c o n t r a p a r t i d a  s i g n i f  i c a t i v a  

con 10s fondos provenientes  de nuevos a p o r t e s  a1 c a p i t a l  de  l a  I n s t i t u c i 6 ~ 1 ,  
de  l a s  recupereciones  de  s u  c a r t e r a  y 10s recursos  l i b e r a d o s  provenientes  
d e  l a  negociaci6n d e  s u  deuda de c o r t o  p lazo  con l a  banca p r ivada  in te rna-  
c i o n a l  . - 

A C T I O N  COPY 
THIS C.L.FY ~ Z U :  I EE f:Iui:wo 
10 (.:. r ? ' L  I..: I . ~ P ; C ' A : . ' ~ J ~ ~  

THE ~C?,;;;J IhKirJ  , 4 1 4  Lj ' t l t .  



BANCO CENTROAMERICANO DE INTEGRACION ECONOMICA 

Seiior John Eyre 
Director  ROCAPIAID 
Guatemala 
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Se espera que l a s  condiciones f inanc ie ra s  que se apliquen a e s t e  
p rog ram Sean l a s  116s favorables  para e l  BCIE, de manera que nues t ra  
I n s t i t u c i 6 n  pueda continuar prestando un e fec t ivo  apoyo a 10s p a h e s  
centroamericanos, en sus  esfuerzos por alcanzar  l a  reac t ivac icn  de sus  
e c o n d a s  y s en ta r  l a 5  bases para l og ra r  en e l  mediano plaza las condi- 
c iones propic ias  para un crecimiento sostenido y equi l ibrado de l a s  
mismas. 

Al agradecer a usted e l  amplio y decidido apoyo que ROCAP-AID 
nos e s t i h  brindando, aprovecho l a  oportunidad para s a luda r lo  muy cor- 
dialmente , 

i c o  Duarte 
Vicepresi en te  Ejecutivo 

/ 
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DRAFT PROJECT AUTHORIZATION 

Name of Entity: Central American Bank for 
Economic Integration (CABEI) 

Name of Project: Regional Economic Recovery 

Number of Project: 596-0114 

Number of Loan: 596-T-021 

1. Pui.suant to Sections 531 and 106 of the Foreign Assistance 
Act of 1961, as amended, I hereby authorize the Regional 
Economic Recovery Project for the Central American Bank for 
Economic Integration, involving planned obligations of not to 
exceed Forty Million United States Dollars (($40,000,000) in 
grant funds ("Grant") and Ten MIllion United States Dollars 
($10,000,000) in loan funds ("Loan") over a three year period 
from the date of authorization, subject to the availability of 
funds in accordance with the A.I.D.  all allotment process, to 
help in financing foreign exchange and local currency costs for 
the project. The planned life of the project is three years 
from the date of initial obligation. 

2. The project ("project") will improve CABEI's financial and 
administrative viability and increase the Bank's present 
investment impact on the region while strengthening its private 
sector program development. The project will help CABEI carry 
out high priority public sector investment projects while at 
the same time starting a new initiative to assist agribusiness 
projects in the private ssctor as a second tier lender. 
Technical assistance is included to help CABEI continue and 
consolidate its overall administrative reforms and strengthen 
its capabilities to rehabilitate its private sector loan 
portfolio as well as to carry out the agribusiness initiative 
working with ICIs in the region. 

3. The Project Agreement, which may be negotiated and executed 
by the officer to whom such authority is delegated in 
accordance with A.I.D. regulations and Delegations of 
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Authority, shall be subject to the following essential terms 
and covenants and major conditions, together with such other 
terms and conditions as A.I.D. may deem appropriate. 

a. Interest Rate and Terms of Repayment (Loan) 

The Central American Rank for Economic Integration 
(CABEI) shall repay the loan to A.I.D. in U.S. Dollars within 
thirty (30) years from the date of first disbursement of the 
Loan, including a grace period of not to exceed ten (10) 
years. The Cooperating Country shall pay to A.I.D. in U.S. 
Dollars interest from the date of first disbursement of the 
Loan at the rate of (i) two percent (2%) per annum during the 
first ten (10) years, and (ii) three percent (3%) per annum 
thereafter, on the outstanding disbursed balance of the Loan 
and on any due and unpaid interest accrued thereon. 

b. Source and Oriqin of Goods, Nationality of Service 
(Loan and Grant) 

Commodities financed by A.1.D; under the Loan shall 
have their source and origin in countries which are members of 
the Central American Common Market or in countries included in 
A.I.D. Geographic Code 941, except as A.I.D. may otherwise 
agreee in writing. Except for ocean shipping, the suppliers of 
commodities or services shall have countries which are members 
of the Central American Common Market or countries included in 
A.I.D. Geographic Code 941 as their place of nationality, 
except as A.I.D. may otherwise agree in writing. Ocean 
shipping financed by A.I.D. under the Loan shall be financed 
only on flag vessels of countries which are members of the 
Central American Common Market or countries included in A.I.D. 
Geographic Code 941, except as A.I.D. may otherwise agree in 
writing. 

c. Conditions and Covenants 

1. - Conditions Precedent to Disbursement 
(a) First Disbursement 

Except as A.I.D. may otherwise agree in 
writing, the following are conditions precedent to the initial 
disbursement of A.I.D. funds: 

(i) evidence that for at least four member 
countries public sector accounts are current or are in 
compliance with existing payment arrangements with CABEI; 



ANNEX E 
-of 6 

(ii) evidence that non-portfolio arrears 
(e.g. deposits derived from arrangements with Central Banks for 
private sector foreign exchange payments, frozen deposits in 
Central Banks to liquidate arrears and compensatory loans for 
housing programs) in at least four member countries are current 
or are in compliance with existing payment arrangements; and 

(iii) detailed implementation plans and 
budgets for all technical assistance and training activities to 
be carried out during the first year of project implementation 
related to a) the strengthening of CABEI's organizational 
structure component and b) the rehabilitation of the private 
sector portfolio. 

(b) First Disbursement for Aqribusiness Component 
(other than for Technical Assistance) 

(i) presentation by CABEI of evidence of 
arrangements with the Central Banks of at least two 
participating countries which indicates how foreign exchange 
risk guarantees (where needed) will be covered as well as other 
conditions, and assurances that sub-borrowers will have access 
to foreign exchange on a timely basis; (Note: prior to 
disbursing project funds to countries which do not comply with 
this initial condition, evidence of arrangements with the 
Central Bank cf that (country(s) satisfying this point will be 
required). 

(ii) a statement from CABEI setting forth 
the basic policies, rules, regulations, procedures, terms, 
interest rates and eligibility criteria to be used in making 
loans to participating ICIs and, in turn, subloans made by 
these institutions to the ultimate borrowers; 

(iii) a statement from CABEI setting forth 
the procedures it and participating ICIs will follow in 
reviewing, analyzing and administering subloans; 

(iv) evidence that CABEI has hired or 
assigned existing personnel to the positions of coordinator of 
the program at the Bank's headquarters and three program 
officials for the other countries; 

(v) a plan for the selection of ICIs for 
participation in the program; 
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(vi) evidence that each participating ICI 
has agreed to the policies, rules, etc. set forth in compliance 
with subpoint (ii) above; 

(vii) certified copies of the corporate 
charter and by-laws of each participating ICI; and 

(viii) a plan, schedule and budget for 
technical assistance and training activities for agribusiness 
staff in CABEI and participating ICIs during the first year of 
project implementation. 

(c) Subsequent Disbursements for Aqribusiness 
Component 

Prior to disbursing to countries or ICIs not 
included in the initial disbursement, CABEI will present 
evidence of compliance with point (b) above; 

(d) First disbursement for Public Sector Lendinq 

A detailed work plan and budget for the 
first year of project implementation; 

(e) Disbursement for Public Sector Lending after 
December 31, 1985 

Evidence that an increase in paid-in capital 
(agreed to by member countries in February 1985) of at least 
$40 million has been contributed. 

(f) Disbursement for Public Sector Lending in 
Excess of $15.0 mn. 

Evidence of successful negotiation of a new 
"club11 loan containing conditions consistent with project 
objectives. 

(g) Disbursement for Public Sector Lendinq after 
August 31, 1986 

. - 

and August 31, 1987 
respectively 

Evidence that contributions paid to CABEI's 
Special Fund for Economic and Social Development and/or the 
signature of agreements for resources on concessional terms 
from other donors in the amounts that reach at least $50 mn. by 
August 31, 1986 and at least $100 mn. by August 31, 1987. 
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2. Covenants 

(a) CABEI will covenant to honor statutory 
limitations included in the U . , S .  Foreign Assistance Act and 
amendments thereto regarding the use @f project funds. 

(b) CABEI will covenant that prior to 
undertaking activities each year after the first yezr of the 
project (in accordance with CABEI fiscal years), it shall 
furnish in form and substance satisfactory to A.I.D. a 
consolidated work plan and budget for all project activities 
for that year. 

(c) CABEI will coivenant to assure that ICIs 
apply the prevailing market interest rate to the subborrower 
for similar projects in the respective countries. 

(d) Except as A.I.D. otherwise agrees in 
writing, neither CABEI nor any ICI participating in the 
agribusiness component shall: 

(i) utilize A.I.D. funds to finance 
subloans to non-private %tities or to mixed enterprises which 
possess a majority interest held by non-private entities; 

(ii) utilize A.I.D. loan funds or any 
repayments of principal from sub-loans made from A.I.D. loan 
funds to pay admini~trative or operating expenses of CABEI or 
a.ny ICI; 

(iii) utilize A.I.D. funds to finance 
working capital except for the purchase of raw materials and 
other inputs or for financing the expansion of an existing 
agribusiness; 

(iv) permit the use of A.I.D. funds to 
finance an subproject or suhloan or to make any subloan in 
excess of 500,000 without the prior written approval of 
A.I.D.; 

r 
(v) permit the use of A.I.D. funds to 

finance the prcduction, processing or marketing of sugar, palm 
oil or citrus for export; 

(vi) permit the use of A.I.D. funds for the 
purchase of pesticides until guidelines for their use 
acceptable to A.I.D. are in place; 
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(e) After the commitment of $5.0 mn. and $10.0 
mn. of A.I.D. funds, respectively, A.I.D. and CABEI shall hold 
a joint review of the progress of the agribusiness component. 

(f) Repayments of principal from A.I.D. funded 
agribusiness subloans or interest income using A.I.D. resources 
may be used only for those purposes and pursuant to the same 
general procedures for which the A.I.D. loan funds were 
originally made available. 

(g) CABEI n i l 1  covenant to si~spend disbursements 
under the public sectc.r lending component to any country which 
is m L e  than 60 days delinquent on its payments to CABEI. 

(h) CABEI will covenant to notify A.I.D. if the 
amount of arrearages of countries suspended from receiving 
A.I.D. funding under the public sector lending component as per 
subpoint (g) exceeds $2.5 mn. and becomes overdue by more than 
90 days. In this event, A.1.n. retains the right to suspend 
all disbursements under the public sector lending component; 

(i) CABEI will covenant to inform A.I.D. over 
the life of project if there is any change in CABEI's policy 
regarding direct lending Lo the private sector; 

(j) CABEI will covenant to contract an 
independent accounting firm to review the adequacy of its 
reserve levels on an annual basis; and 

(k) CABEI will covenant to exercise its best 
efforts to amend its charter to accept extraregional members 
prior to the compl9tion of the project. 

Administrator 
Agency for International 

Development 

Date 
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REVISED INITIAL 
ENVIRONMENTAL EXAMINATION 

Project Location: 

Project T i t l e  & Number: 

Funding : 

Life of Project: 

IEE Prepared byz 

Recommended Threshold Decision: 

Central America and Panama 

Regional Economic Recovery 
(596-0114) 

$50 million 

Three years (FY85 - FY87) 
Frank Zadroga, REMS, ROCAP 

Negative Determination based 
upon implementation of 
Recommendations, Section IV. 

~ i t l e :  A t i  ~g D i r  c to r  
Date: 776/= \ 
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I. Project Description 

The g o d  of the project is to mobilize increased l.;vels of 
external resources to the Central American region and to 
stimulate growth of extra-regional exports in order to achieve 
short-term stabilization and longer-term growth with equity. 

The purpose of the project is to improve CABEI's financial 
and administrative viability and increase the Bank's investment 
impact on the region while strengthening its private sector 
progran development. 

The objectives of the project are to assist Central 
American economies by encouraging a resumption of capital flows 
to the region, continuing implementation of major public sector 
investment projects sponsored by the region's governments and 
expanding the capacity of CABEI and a wide variety of credit 
intermediaries throughout the region to more effectively 
address the investment and financial constraints to 
agribusiness and export growth. 

Project accomplishments expected include the following: 

CABEI will have resumed a positive net flow of funds 
to is member countries; 

Approximately 20 ICIs will have received technical 
assistance and training in agribusiness and related 
activities; 

CABEI will have been strengthened with technical 
assistance and training and its financial viability 
will have been enhanced in several ways; 

CABEI will have strengthened its capability to assess 
the potential .environmental impact of the projects it 
finances and improved its project design and 
monitoring activities accordingly. 

The project is composed of three basic components, which 
are : 

1. Improving CABEI's short-term financial viability; 
2. Strengthening CABEI's organizational structure; and 
3. Strengthening CABEI's private sector program 

development, including an expansion of its 
agribusiness lending activities with special emphasis 
on extra-regional exports. 

The specj-fic activities to be carried out for each of these 
components which relate to the environment are as follows: 
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1. Improving CABEI's Short-Term Financial Viability 

In order to meet immediate public sector investment 
priorities, CABEI will fund loans for ongoing projects 
located in Costa Rica, Honduras, El Salvador and 
Guatemala, involving roads, industry, agriculture, 
energy, telecommunications, education, water 
resources, and preinvestment. An estimated $30 
million will be provided for those projects selected 
to be feasible and of highest priority. Feasibility 
analysis will occur during the project paper design 
phase and ROCAP will have the right to review and 
select new loans to qualify for funding under this 
project. 

The project also contemplates providing technical 
assistance to help CABEI rehabilitate its problem 
portfolio of direct lending to the private sector. 

2. Strengtheninq CABEI's Organization Structure 

Funds will he provided under this component to 
institutionally strengthen CABEI. As paxt of this 
activity, CABEI will develop an internal environmental 
assessment and planning capability as outlined in 
Section I11 and described in Annex 111. 

3. Strengtheninq CABEI's Private Sector Program 
Development 

CABEI will receive technical assistance and training 
to strengthen its staff capabilities, especially 
regarding planning and strategy development, 
preinvestment and project analysis, and export 
promotion. This component will also prwide an 
estimated $15 million in AID resources to some 20 ICIs 
to promote primarily export-oriented agribusiness. 
Procedures and criteria applied will be based upon 
those developed under the first CABEI agribusiness 
loan initiated in 1977 (AID Project 596-T-01.6) and 
further refined by CABEI's environmental advisor. 
Technical assistance and training will be provided to 
CABEI and eligible ICIs to implement this component as 
part of the institutional strengthening activity of 
this project (see Secion 111). Rural agribusiness 
contemplated for this program will involve projects in 
processing, marketing and production of agricultural 
projects. 
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11. IDENTIFICATION AND EVALUATION OF ENVIRONMENTAL IMPACTS 

Given the magnitude and complexity of this project, several 
envirnmental examinations were made to cover its different 
components. Where potentially significant environmental 
effects were identified, more in-depth assessment was carried 
out. Findings of environmental significance are discussed 
below by project component. 

Funding of Onqoinq Public Sector Loans (component 1) 

The $30 million slated for public sector development 
projects deals with ongoing projects that have been evaluated 
by CABEI, determined to be elegible for a loan and in most 
cases partially financed. 

A. An Initial Environmental Assessment was performed on 
the following candidate public sector projects: 

Project 

San Bartolo Free Zone 
(Factory shells) 

Coffee Rust Control 

Northern San Salvador 
Water Supply 

Cashew Production 
(Planting of seedlings 
by small farm producers) 

African Palm Industry 
(Procurement of ma- 
chinery & Equipment 
for palm oil extraction) 

El ~aj6n Hydro-electric 
power house 

Sigatoka Negra Control 

Central American 
Livestock School 
( ECAG ) 

Undisbursed 
Country Balance 

El Salvador $ 420,000 

El Salvador 5,000,000 

El Salvador 6,154,000 

Honduras 1,078,000 

Honduras 

Honduras 

Costa Rica 



ANNEX G 
Page 5 of 9 

Project Country Balance 

9. Road Construction Costa Rica 
Southern Coastal Road . Tarcoles-Loma 516,000 . El Roble-Caldera 983,000 . Baru-Palmar Norte 4,272,000 

10. Coffee Rust Control Costa Rica 1,400, 000 

11. Education Expansion Costa Rica 2,135,000 
(INA National Voca- 
tional Training 
~nstitute) 

12. Mayoreo Market Costa Rica 276,000 

13. Transmission Lines Guatemala 11154, 000 

14. Community Development Guatemala 4,000,O~O 

Further Assessment Yeeded 

The initial findings of the examination of these 14 
projects are summarized in Table I (on file in LAC/DR 
and ROCAP). Of these 14 projects, further 
investigations were carried out for the following: 

1. Coffee Rust Control - El Salvador 
2. Northern San Salvador Water Supply Systems - El 

Salvador 
3. Sigatoka Negra Control - Honduras 
4. Southern Coast Road (Baru-Palmar Norte Section) - 

Costa Rica 
5. Coffee Rust Control - Costa Rica 
6. Community Development - Guatemala 

C. No Further Environmental Assessment Required 

For the following projects no significant 
environmental impacts were identified for the 
activities contemplated for ROCAP funding and 
therefore further environmental assessment is not 
necessary: 

1. San Bartolo Free Zone - El Salvador 
2. Small Farmer Cashew Production - Honduras 
3. African Oil Palm Rendering Plant - Honduras 
4. El ~aj6n Hydroelectric Power Plant - Honduras 
5. Transmission Lines - North and South - Guatemala 
6. Wholesale Market (~ercado de Mayoreo) - Costa Rica 
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Two projects i n v o l v e  c o n s t r u c t i o n  of  e d i f i c e s  and t h e  
REMS a r r a n g e d  brief f i e l d c h e c k s  t o  a s s u r e  tha t  
r e c o n s t r u c t i o n  impacts w i l l  be minimum. C o n s t r u c t i o n  
is  p roceed ing  under  Costa Rican  b u i l d i n g  codes  and is 
b e i n g  s u p e r v i s e d  by component a r c h i t e c t s  and 
e n g i n e e r s .  No s i g n i f i c a n t  unexpected e f f e c t s  were 
i d e n t i f i e d  and no  f u r t h e r  env i ronmen ta l  a s se s smen t  is 
f o r e s e e n .  These p r o j e c t s  are: 

1. C e n t r a l  American L i v e s t o c k  School  - Costa  Rica 
2. Educa t iona l  Expansion - I N A  - Costa R i c a  

F i n d i n g s  o f  More In-Depth Assessments  

Follow-up a c t i v i t i e s  were c a r r i e d  o u t  by t h e  REMS f o r  
t h r e e  of  the p r o j e c t s  w i t h  p o t e n t i a l  env i ronmen ta l  
s i g n i f i c a n c e .  A f i e l d  t r i p  t o  CABEI. h e a d q u a r t e r s  w a s  
made t o  comple te  more d e t a i l e d  informa.kion and to  
v e r i f y  the s t a t u s  o f  the Water Supply  P r o j e c t  i n  E l  
S a l v a d o r  and the Community Development P r o j e c t  i n  
Guatemala. A r e c o n n a i s a n c e  o f  t h e  Sou the rn  Coast 
Road, S e c t i o n  Baru-Palmar Norte was carried o u t  t o  
i d e n t i f y  problems and de t e rmine  the n a t u r e  o f  
m i t i g a t i v e  measures  r e q u i r e d .  

Angel C h i r i ,  ROCAP's Regiona l  P e s t  Management 
S p e c i a l i s t  with a s s i s t a n c e  from C a r r o l l  Collier,  
s&T/AG, took cha rge  o f  the p e s t i c i d e  procurement  and 
use .  Coll ier  also p rov ided  g u i d e l i n e s  s u i t a b l e  f o r  
p e s t i c i d e  proeurement ,  u s e  and c o n t r o l  t h a t  w i l l  be 
p rov ided  t o  CABEI f o r  t h e  A g r i b u s i n e s s  component ( o f  
t h e  0114 p r o j e c t )  as w e l l  as f o r  other f u t u r e  Bank 
project work. 

Nor thern  San S a l v a d o r  Water Supply  System - E l  S a l v a d o r  

F u r t h e r  i n v e s t i , g a t i o n  i n d i c a t e d  t h a t  t h e  water s u p p l y  
sys tem h a s  a l r e a d y  been c o n s t r u c t e d  and is b e i n g  
o p e r a t e d  manual ly .  P o t e n t i a l  downstream impac t s  
r e s u l t i n g  from d i v e r s i o n  and/or  water con tamina t ion  
a r e  t h e r e f o r e ,  no l o n g e r  of  conce rn  s i n c e  ROCAP/AID 
funds  would be  employed o n l y  t o  "automate" t h e  
system.  However, c o n v e r s a t i o n s  with project f i e l d  
s t a f f  and head e n g i n e e r ,  i n d i c a t e d  t h a t  no s i g n i f i c a n t  
problems r e l a t i n g  t o  water u s e  or con tamina t ion  had 
been detected s i n c e  the system was p u t  i n t o  o p e r a t i o n  
manually.  



ANNEX G 
Page 7 crf 9 

Southern Coastal Rcad - Costa Rica 
Insert A (On File in LAc/DR) 

Coffee Rust Control - El Salvador and Costa Rica 
Insert B (on File in LAc/DR and ROCAP) 

Sigatoka Negra Control - Honduras 
1t has been the decision of CABEI to drop this from 
the list of candidate public sector projects. 

Community Development - Guatemala 
See Table I. This project was designed and determined 
to be elegible approximately 4 years ago. Since that 
time, the GOG has proceeded to carry out many of the 
works originally contemplated in the project and a 
complete revision of the project design will be 
necessary. 

~trenqthening CABEI's Organizational Structura (component 2) -. 

The training and technical assistance to occur under this 
component are not expected to have any significant 
environmental effects. On the other hand, as part of the 
institutional strengthening activity, staff will be trained 
in environmental assessment/monitoring and environmental 
guidelines will be developed for the Bank, representing an 
important step forward in institutional development (see 
Section 111). 

Strenqthening CABEI's Private Sector Program (Component 3) 

The agribusiness loans will finance several types of 
activities of potential environmental significance. 
Typical projects involve: food processing; vegetable oil. 
processing; shrimp production; fishing; meat packing; 
fruit, vegetable, grain and livestock production; and 
storage, transportation and marketing facilities. No major 
impacts are envisioned at this stage (judging from the 
nature and performance of the past 596-T-017 Agribusiness 
Project) that will not be able to be mitigated by proper 
project design and environmental control measures. CABEI 
will develop guidelines and provide technical assistance 
where appropriate to assure that environmental assessments 
be done by the recipient ICIs. It also will require that 
the ICIs carry out, as determined to be necessary by 
environmental assessments, mitigative actions during 
project implementation to minimize impacts. 
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THE ESTABLISHMENT OF AN ENVIRONMENTAL ASSESSMENT AND 
PLANNING CAPABILITY WITHIN CABEI 

Both aware of and sympathetic to environmental 
concerns, CABEI has taken steps in the past to identify and 
mitigate impacts in some of its industrial, energy and 
agricultural projects. Further progress needs to be made, 
however. In consultation with CABEI officials, it was 
determined that the best mechanism for complying with hoth 
AID'S environmental regulations and the Bank's sincere interest 
in this field of institutional development would be for the 
ROCAP Regional Economic Recovery Project to assist in the 
establishment of an internal environmental assessment and 
control capability. A consultant was hired to outline the 
steps to accomplish this. His findings are presented in Annex 
I11 of this IEE (on file in LAC/DR and ROCAP) and summarized 
below in Section IV, Conclusions and Recommendations. 

IV. CONCLUSIONS AND RECOMMENDATIONS 

This environmental examination concludes that some of the 
activities to be considered for assistance under this project 
have the potential for environmental impact. CABEI has 
expressed an interest and willingness to further develop its 
environmental analysis and control capabilities to better 
design, evaluate and monitor all of its projects, including the 
Regional Economic Recovery Project. In order to mitigate 
significant environmental effects, the following actions will 
be carried out: 

As part of the strengthening CABEI's organizational 
structure component, an environmental advisor will be 
assigned to the Rank. Also training and additional 
short-term technical assistance will be provided. 
Environmental guidelines will be developed to assist 
in project design, evaluation and monitoring. Over 
the life of the project, $360,000 in grant funds will 
be used to develop within CABEI permanent 
environmental assessment and planning capabilit,es 
(see Option 1, Annex 111). 



ANNEX G 
Page 9 of 9 

The guidelines to be developed by the environmental 
advisor and adopted by CABEI will also be used by the 
ICIS in developing and implementing the $15 million 
agribusiness component of this project. Included will 
be guidelines to procurement selection and use of 
pesticides to be developed and adopted by CABEI 
utilizing the model guidelines provided in Annex IV 
(on File in LAC/DR and ROCAP) and, where appropriate, 
the AID environmental regulations on pesticides. 

3. Regarding the Public Sector investment projects 
evaluated by this IEE (Annex 2, page 5), some projects 
have been eliminated from the original list (i.e., the 
Sigatoka Negra Project in Honduras and the Wholesale 
market in Costa Rica) and other new projects will be 
included in the 2egional Economic Recovery Project 
after its approval. Such new projects not studied/ 
contemplated under this IEE will be analyzed by the 
ROCAP Regional Environmental Advisor prior to their 
approval and incorporation into the project 
implementation plan. The REMS will assess each and 
where necessary recommend mitigative measures which 
will be carried out by CABEI. 

4. Costa Rica southern Coast Road, Section Baru-Palmar 
Norte. The recommendations presented in this IEE, 
Insert A, will be implemented. Mitigative measures 
will allow soil and water conservation measures to 
protect the road and wildland management/protection 
effort for the road's area of influence. In 
cooperation with appropriate GOCR institutions, an 
environmental management plan will be developed and if 
determined to be feasible a wildland protection area 
will be created. 

5. Guatemala - Community Development Project 
The same as for recommendation No.3 above, if and when 
this project is redesigned, and IEE will be developed 
to assess the project and recommend mitigative 
measures. 

Based upon these recommendations and actions, I 
recommend that a negative determination be made. 
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Financial Analysis 

During the intensive review, numerous AID, other 
donor and CABEI studies undertaken in the past year were 
reviewed to determine the causes, extent of and solutions to 
CABE18s financial crisis. Principal among these studies were 
the following: a) Lazard Freres: "Diagnostic Report on the 
Bank's Financial Position (6184); b) Price Waterhouse: 
"Institutional Assessment o: CABEI" (12/84)and~1: 
"Financial Overview of CABEI", "An Analysis of the 
Incorporation of Extra-regional Members to CABEI", "Basis for a 
Medium Term Plan, 1984/89", and other analyses, memoranda and 
cash flow projections. 

1. CABE18s Present Financial Situation 

Earlier studies made by the CABEI staff showed a 
lack of adequate financial resources indicated by a low level 
of liquidity and increasing short term difficulties. The 
increasing amount of arrears in the public sector portfolio and 
non-performing credits in that of the private sector was 
creating a reduction in the Bank's income that led to a 
constraint on the normal rate of approvals and disbursements. 

In addition, the Lazard Freres and Price Waterhouse 
reports identified severe funding gaps for CABEI taking into 
account existing commitments of the Bank. While this gap could 
be covered by reducing disbursements and possibly through 
limited increases in capital contributions, the situation would 
remain precarious. 

Both the Lazard Freres and Price Waterhouse studies 
identified similar problems and needs in regards to CABEI's 
financial situation: 

- Need to improve its liquidity position 
- Need to reduce arrears - Need for increased capitalization 
- Need for strong support through AID and other 

sources of eoncessional assistance (IDB, IBRD, 
etc. ) 
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More recently, the Price Waterhouse report prepared 
during the intensive review pointed out the problem of 
maintaining a net negative flow of disbursements to member 
countries. Any region21 development bank, in order to foster 
continued member country interest and support, must ensure a 
net positive flow of resources to the member countries.CABEI1s 
external debt profile creates a very high debt service claim on 
total inflows which negatively affects disbursements and cash 
balance. 

This effect is shown in Table I which shows a five 
year financial projection prepared by CABEI's planning staff 
last year based on the assumption that the Bank's portfolio and 
inflows continue to deteriorate over the period. These figures 
show that under these assump'.ions: 

- External resource inflows will be lower than the 
debt service amount for each year of the period. 

- Debt service is greater than disbursement 
throughout the period. 

- Inflow utilization for debt service varies from 
44% to 63% while inflow utilization for loan 
disbursement varies from 20% to 45%, the latter 
being less than the former for every year. 
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Table I 

CABEI - FINANCIAL INDICATORS 
(1984-89) 

(In $US ~illions) 

Loan and Interest 
Recovery 

Utilization of Ex- 
ternal Resource3 

Total Inflows 

Amortization and 
Financial Expenses 

Disbursements 

Ratio of Debt 
~ervice/Total 
Inflows 

Ratio of Disburse- 
ments/~otal Inflows 

TOTAL 

685.4 

180.6 

1,164.8 

617.7 

387.5 

.530 

-333 

Source: CABEI, October, 1984. 

This means that net disbursements to member countries are negative and 
will continue to be so. 
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It is unlikely under this situation that the public sector 
arrears problem can be solved. The member countries will have 
little incentive to solve CABEI's financial situation until the 
Bank can show them a change in disbursement expectations over 
the near term. The Bank must reverse this situation as rapidly 
as possible through an extensive effort to mobilize new capital 
while utilizing external indebtedness to the least extent 
popsible. 

Portfolio Recuperation 

Portfolio arrears, as of December 31, 1985, added up 
to $135.3 million in principal and interest, with a private 
sector participation of $50.8 million and $84.5 million for the 
public sector. Table I1 shows arrears by private and public 
sector for each country at that date. 
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TABLE I1 

PUBLIC AND PRIVATE SECTOR ARREARS BALANCES 
BY MEMBER COUNTRIES AS OF DEC. 31, 1984 

(In $ Millions) 

Country Private ~ector~l Public Sector Total 

Guatemala 2.7 2.8 5.5 

El Salvador 14.7 3.8 19.5 

Honduras 18.8 8.1 26.9 

Nicaragua 4.5 50.3 54.8 

Costa Rica 10.1 15.4 25.5 

Regional 
Agencies 

Central 
America 

1/ Private sector arrears defined as loan principal and interest - 
in arrears only. 

The following amounts of non-portfolio arrears should 
be added to the public sector arrears figure. 

- Deposits derived from arrangements with Central 
Banks to receive private sector foreign exchange 
payment of $0.5 million; 

- $5.9 million in frozen deposits in Central 
American Central Banks to liquidate arrears of 
some countries; 

- $21.4 million in compensatory loans for housing 
programs. 
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The above items add up to $27.8 million, which 
increases total public sector arrears to $112.3 million. 

Facing this situation, in early 1985 CABEI carried on 
negotiations with the memher countries reaching agreements with 
Honduras, El Salvador and Costa Rica. Because Guatemala was 
current on its accounts, no discussions were necemary. 
Negotiations are currently underway with Nicaragua. Major 
provisions agreed upon with the member countries are as follows: 

1) El Salvador - a) the government and all 
independent public enterprises agreed to cancel the entire 
existing debt; b) once payment is received, CABEI will open a 
U.S. dollar account in a U.S. bank which will be used 
exclusively for disbursements under CABEI projects in El 
Salvador during 1985; and c) the Central Bank agreed to utilize 
funds on deposit in CABEI to cancel its existing non-portfolio 
arrears. 

2) Honduras - a) the government and all independent 
public enterprises agreed to cancel their arrears; b) once 
received, CABEI will open an account in the Central Bank of 
Honduras, which will earn 9-3116% annual interest, to be used 
to meet CABEI disbursements to the Honduran private sector; and 
c) the Central Bank agreed to stay current on its account 
while, at the same time, CABEI agreed to meet its disbursement 
schedule in Honduras in a timely manner. 

3) Costa Rica - In addition to the $15.4 million in 
arrears cited in Table 11, Costa Rica also owed $15.4 million 
in Compensatory loans as of December 31, 1984. The total loan 
amount scheduled to come due in CY 1985 is $39.6 million. In 
view of this situation, CABEI agreed to accept a ares 
(promissary notes and/or certificates of deposiP& the 
central Banks of Guatemala, El Salvador and Honduras in lieu of 
direct payment. Terms of the agreement are: a) the central 
bank and independent public enterprises would cancel portfolio 
arrears in March, 1985; b) arrears would be paid partially in 
cash upon signing agreement ($3.4 million on March 20, 1985) 
with the balance in paqar6s maturing in 1985 with the exception 
of one with the Central Bank of Honduras which matures in 1986; 
c )  1985 debt service could also be met with pagares maturing in 
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1985; and d) non-portfolio compensatory loan arreare and 
payments falling due in 1985 could, a180 be met with ~agarbs - 
with 1986 and 1987 maturation dates. 

As shown in Table IIX, public sector arrears a8 
of May 31, 1985 totals $69.6 million, down from $84.5 million 
as of December 31, 1985. Excluding Nicaragua, the remaining 
four countries reduced their arrears over this period from 
$31.1 million to $16.2 million, $39 mn. of which wae delinquent 
less than 30 days. 

CABEI has also taken steps to rehabilitate its 
private sector portfolio. It has eetablished a epecial unit 
reporting directly to the President to spearhead this effort. 
A detailed description of the activities of this group is 
presented in Section A.3 of the Project Paper. 

Obtaining New Resources 

In order for CABEI to resolve its liquidity 
problem and once more become a major player in the development 
of the region, it will need to increase its capitalization kc 
assure positive net disbursements to the member countries for . 
an exkeneed period. It has recently been successful in 
obtaining from its member countries an agreement to pay $50 
million of additional capital by December 31, 1985. This 
capital, which is in local currencies, helps, but needs to be 
supplemented by capital in convertible currencies. To this 
effect, the capitalization of the Fund for Social and Economic 
Development a~sd eventually the incorporation of extra-regional 
members (endorsed by the Bank's member countries) appears to be 
the most appropriate solution. 

Before describing the alternative scenarios and 
analyzing their supporting cash flow projections, certain 
general comments are in order. The cash flow projections 
developed by CABEI for presentation to potential extraregional 
members at the IDB's annual meeting in Vienna in March 1985 
constituted the basis for the analysis. These projections, 
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prepared by CABEI, were developed utilizing the same 
assumptions prepared by the Bank for making presentations to 
attract new members. A single call for capital of $50 million 
from present members has been assumed. Even though accounting 
for the Fund for Economic and Social Development will be 
maintained separately from that of the Bank, for the purpose of 
these projections, their operations are Consolidated. 

There is a basic assumption for both scenarios 
and for all projections without which CABEI could only survive 
with great difficulty. This assumption is that member 
countries must pay their arrears and not incur new ones. Thic 
single action considerab1.y improves the Bank's cash flow 
projections, but it does not provide for new credit approvals 
ko generate disbursements equal to or higher than recoveries 
and interest paid by borrowers. 

Another basic assumption included in the 
projections is that the free convertibility of Central American 
currencies will be respected by all parties as has been 
established in CABEI's Constituent Agreement. 

a. The Scenarios - - -  .-  

Two basic scenarios have been developed for 
the financial analysis. Scenario I assumes no further A.I.D. 
support to CABEI. Scenario I1 assumes that the project is 
implemented as designed in the Project Paper. As detailed 
below, both scenarios have certain basic assumptions which 
serve as underpinnings to the financial projections and 
accompanying sensitivity analyses. Table - details the 
assumptions which are further described under each scenario. 
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Table IV 

BASIC ASSUMPTIONS OF FINANCIAL PROJECTIONS 

Scenario I Scenario I1 

Paid-in Capital ($MM) 

- Regional members - Extra-Regional members 
USAID participation 

Club Loan 

Portfolio Recuperation ---- - - -----.- 

Public Sector 
(excluding Nicaragua) 

Public Sector (Nicaragua) 

Private sectorZ/ 

Disbursements 

No refinancing 

100% 
Over 2 years 

8 years with 
2 years grace 

75% 

5 0 

Refinanced 

1008 
Over 2 years 

8 years with 
2 years grace 

7 5% 

Loan Disbursements ( $  MM) 

Disbursement Period (years) 
of AID Loan to CABEI 

Only already 
obligated 

N. A. 

&/ Including a U.S. participation of $50'million. 

21 - Private sector arrears defined as loan principal and 
interest in arrears only. 
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(i) Scenario I 

Scenario I models a limited role for CABEI, 
with no additional AID loans. This is basically a scenario in 
which no new disbursements are made. The assumptions for 
Scenario I are as follows: 

- Resources ..---- 
- Paid-in - - - . Capital. - - - - Only the additional $50 

million paid-in capital Erom present 
members is considered. The "Central 
American Fund for Economic and Social 
~evelopment", hereinafter called the 
"Fund", does not yet exist. 

- USAID Parkicipation. No A I D  --- . -  - . -.--- 
disburseqents are anticipated for the 
period. 

- Club Loan. A renegotiation is not . - .- -- 
anticipated. 

- Public Sector (excluding Nicaragua). 
100% payment of public sector arrears is 
assumed over two fiscal years. 

- Public Sector (Nicaraqua). 100% payment 
over eight years with a two-year grace 
period. 

- Private Sector. 75% recovery of arrears - -- 
is anticipated. 
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- Disbursements 

- Loan Disbursemect. Only those --- ---------- 
disbursements already obligated by the 
Bank, with no new credit approvals. 

- External Debt Service. No delay is 
anticipated in capital and interest 
payments to external lenders. 

The Appendix, Tables A.l, 2 and 3 present the 
cash flow projections and variations on this scenario. 

The assumptions for this scenario are very 
pessimistic as to the in£ lows to be received by the Bank in khe 
next several years. The only relatively optimistic assumpkion 
is that of debt repayment by the member countries. As i k  has 
been stated before, the latter is a "sine qua non" condition 
for CABEI's survival, without which there is no basis for 
rcaking projections. By khe single fact of member countries 
paying off their debts, CABEI will be in a position to meet 
obligations already taken on and to service its external debt. 

With the assumptions used, the projection gives 
exaggeratedly adverse results. Net accumulated disbursements 
become negative by almost $350 million while the cash balance 
goes up sharply in the last two years, as no new approvals have 
been included. Inflows are low but disbursements are even 
lower and decreasing, approaching zero in the lasl: projected 
year. Meanwhile, debt service stays high, around 44% of total 
inflows. (See Appendix, Table A.1). 

The behavior of the variables could be softened 
by introducing some approvals of new loans which would produce 
higher disbursements in 1988 and 1989. This would make the 
cash balance go down during those years but it could create 
difficulties for subsequent years, In any case, accumulated 
net disbursements would remain negative. 
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Further, assuming a $50 million A.I.D. 
contribution that would be used to add to disbursements, the 
situation improves but is far from reaching a balance between 
disbursements and repayments (see Table V). Net accumulated 
disbursements remain negative ($309 mn. ) and the cash balance 
increases slightly. 

(ii) Scenario I1 

In develop'ng this scenario, the assumptions 
were modified to reflect the f,lture development of the Bank 
with the support of extraregional members through the "Fund" 
and particularly through AID assistance. 

The assumptions for Scenario II are: 

- Resources 

- Paid-In - --- - Capital. A $250 million paid-in 
capital from extraregional members is 
assumed. This amount includes a $50 million 
from the U.S., through AID or Treasury. 

- A.I.D. - Participation. - -  . -  . . -  .- $50  million over three 
years. 

- Club - ----- Loan. - A renegotiation is assumed to 
increase credit to $158 million with a 7-1/2 
year pay-back period and 2-year grace period. 

- Other Sources of External Credit. These 
would be negotiated credits which have not 
yet been disbursed; the renegotiation of the 
Club Loan would have the same effect as that 
of a new credit. 

Portfolio Recuperation 

- Public Sector (excludinq Ni~araqua). 100% 
payment of publie sector arrears is assumed 
over two fiscal years. 
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- Public Sector (Nicaraqua). 100% payment over 
eight years with a two-year grace period. 

- Private Sector. 75% recovery of arrears is 
anticipated. 

- Disbursements 

- External Debt Service. As required in ------------- .-- 
accordance with external credit utilization. 

- Loan Disbursements. The result of $950 - --- . - - .-- 
million additional approvals. 

As can be appreciated in Table VI, the results of 
Scenario I1 are very satisfactory for attaining the goals being 
pursued by CABEI (i.e. obtaining net cumulative disbursements 
e ~ l ~ 3 l  to or greater than zero over the next five years; 
irnpra."ring recuperations and liquidity). The net disbursements 
to member countries under this scenario are positive, noting 
that if the first year is eliminated (when the program is not 
yet functioning), the net accumulated disbursement for the 
following four years totals $51.9 million. 

The ratio of cash balance for a given year to 
disSursements plus debt service for the following year tends to 
approximate one. Starting from a very low ratio of .61, it 
becomes 1.14 at the end of the period. The disbursement/total 
Bank inflow ratio also increases significantly in the period 
going from 20% in 1984185 to 56% in 1987188 and 54% in 
1988189. The debt service/total Bank inflow ratio shows only a 
slight decrease over the five years. 

In summary, the projection considered here is in 
general conformity with the development objectives that CABEI 
has established, assuming member countries pay up their arrears 
and support from A.I.D. and extraregional members is obtained. 
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b. Sensitivity Analysis 

The results of the sensitivity analyses for 
Scenario I1 are presented in the Appendix, Tables ~ . 2  to 13.9. 
An analisis of these results show that: 

- Extraregional Paid-In Capital -- $200 million. 
Lowering the paid-in capital from $250 to $200 
million, net disbursements renlain the same, cash 
grows worse, and the disbursement/total inflow 
and debt serviceltotal inflow ratios go up. 
These effects are explained by the fact that, 
maintaining the approval rate, disbursements as 
well as recovery will also maintain the same 
values, while total inflows will drop and show in 
the cash balance. The latter also makes the 
disbursement inflow and debt service/inflow 
ratios go up. The model could function in 
reverse by lowering disbursements and recoveries 
and maintaining the cash balance. However, the 
resulting end-of-period cash balance can still be 
considered acceptable and it would not be 
advisable to abandon the positive net 
disbursements goal. (see the Appendix, Table 
B.2). 

- Extraregional Paid-In Capital -- $150 million. -- 
Lowering paid-in capital further ($150 million) 
and keeping approvals as in the previous case, 
cash balance and inflows drop significantly. It 
would not he advisable in this case to keep 
approvals at the same level as in the previous 
case. (See the Appendix, Table B - 3 ) .  

- Club Loan--No Reneqotiation. If the Club Loan 
was not renegotiated, the same effect as a 
reduction of-external credit utilization would 
occur. Another hypothesis of external credit 
variation was not developed for this reason. 
Keeping disbursements at the same level, cash 
balance and inflows drop the same amount as when 
paid-in capital is lowered to $150 million. Debt 
service goes up, but in the period under 
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consideration, the drop in inflows is more marked 
given the grace period and the extension in the 
repayment period that the renegotiation entails. 
(See the Appendix, Table B.4). 

- A.I.D. ~oan--$25 million. If the A.I.D. loan - 
were only $25 million, the previous picture is 
repeated, but the previously observed effects are 
ameliorated. Met disbursements drop to $35.6 
million. (see the Appendix, Table B.5). 

- No A.I.D. . Loan. --- If A.I.D. makes no assistance 
available, the projection of net disburslements 
falls by more than $30 mn. This variation also 
includes, however, $250 mn. in ca ital from 
extraregional members (including g 50 mn. from 
A.I.D.) which would not likely occur if A.I.D. 
does not make assistance available under the 
proposed project. (See the Appendix, Table 8.6). 

- A.I.D. Loan - Disbursed - - - - - - - over Six Years. Assuming 
now -that -the A. I .D. loan disbursemxt was made 
over a six-year period instead of three, the 
result would be a decrease of $6.9 million in net 
disbursement8 and a decline of over $10 million 
in cash balance at the end of the 1986-89 
period. (See the Appendix, Table B.7). 

- Private Sector Arrears Recovery--50%. Assuming 
that private sector arrears tzcovery will be 50% 
rather than 758, keeping the same level of 
approvals, the first effect noted is the increase 
in net disbursements. This is due to a decrease 
in recovery and interest which, in turn, 
decreases inflows and the cash balance. (See the 
Appendix, Table 8.8). 

- Private -- Sector -- Arrears Recovery--40%. Lowering 
private sector arrears recovery to 4OrU, the same 
effects of the previous case are noted more 
widely. In these two cases, the net disbursement 
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increase should not he interpreted as an 
advantage as it is based on a decrease in 
recoveries, a fact which does not benefit the 
Bank. (See the Appendix, Table B.9). 

C. Cash Flow Analysis (In Foreign ~xchan~e) -- 

Under the same assumptions as used in Section b 
(above), cash flow projections have been prepared separately 
for bokh consolidated (foreign exchange and local currencies) 
and foreign exchange alone. This separate analysis is 
necessary since the Bank operates in both currencies and cash 
flows may vary significantly among che two. In the Appendix, 
Tables C.l to C.3 and D.l to D.7, the analyses of cash flow 
projections for foreign exchange are presented for both 
scenarios. Since past loans made by the Bank have included 
approximately half foreign exchange and half local currencies, 
loan recoveries will maintain the same proportion. 

It should be mentioned that the new disbursements of 
capital anticipated in the projections will originate from: 

- Recoveries on past Bank lending; 

- Resources of the new Fund in foreign exchange; 

- AID foreign exchange resources; an? 

- Foreign exchange resources derived from 
renegotiation of the Club Loan and other 
financing. 

Based on $950 million in new approvals and the 
projected foreign exchange resources, a mix of 75% foreign 
exchange and 25% local currency results. Since disbursements 
and recoveries are assumed to take place in similar currency 
proportions, the above proportions have been used to project 
foreign exchange cash flows. 

The two scenarios built for the consolidated cash 
flows are repeated for the analysis of foreign ewhange cash 
flows. 
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a. Scenario I 

In this case, there is no variation in the 
proportions from the consolidated cash flow. The behavior of 
the variables in foreign exchange follows the same pattern as 
in the consolidated cash flow since no new foreign exchange 
sources are present. (see the Appendix, Table C.1). 

The same holds true when $25 million and $50 
million A.I.D. contributions are assumed. Negative net 
disbursements drop, but in the best of cases ($50 million AID 
contribution) they reach minus ( - )  $200 million. (see the 
Appendix, Tables C.2 and C.3). 

b. Scenario I1 
. - .-- 

The results from scenario I1 (base case) are 
revealing in that, considering the composition of approvals in 
foreign exchange and local currencies, they show the following: 

- Disbursements made in foreign exchange are 
widely larger than recoveries. 

- Other things being equal, disbursements in 
local currency are much lower than 
recoveries, resulting in positive cumulative 
net disbursements of $83 million in foreign 
exchange and negative accumulated 
disbursements of $31.2 million in local 
currencies. 

This scenario clearly shows the critical 
importance of a substantial increase in the Bank's capital, the 
AID contribution and debt renegotiation for CABEI's future 
development. All of these factors bring new foreign exchange 
resources to the Bank. 

The foreign exchange cash balance behaves 
similarly to the consolidated cash balance. Its ratio to 
disbursements plus debt service for the following year tends to 
approximate one (1.0), reaching 1.04 and 0.97 in 1988 and 1989 
respectively. (see the Appendix, Table ~.1). 
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The ?rejection of Scenario I1 fully meets 
CABEI'S development objectives. It Clearly provides member 
countries with more foreign exchange than they have to pay out 
as their debt service to the Bank. 

c. Sensitivity ---. Analysis - of the Projection (in 
Foreign ExCh3-n-) 

The results of the sensitivity analysis for 
Scenario I1 in foreign exchange are presented in the Appendix, 
Tables D.2 to D . 7 ) .  An analysis of these results show that: 

- Paid-In capital--$200 million, Lowering 
paid-in capital from $250 mcilion to $200 
million, net disbursements remain the same, 
cash balance worsens more than in the 
consolidated projection, and the 
disbursement/inflow and debt service/inflow 
ratios increase as inflows are lower. Here 
again, as in the consolidated cash flow, the 
drop in cash balance is not significant 
enough to jeopardize the Bank's liquidity. 
For this reason, it would not be advisable 
for the bank to depart ferom its original 
disbursement goal. (see the Appendix, Table 
D.2). 

- Paid-In capital--$150 million. Lowering 
paid-in capital again to $155 million results 
in a significantly diminished cash balance. 
If a wider security margin for foreign 
exchange is required, the Bank's projected 
approvals should be lowered. (see the 
Appendix, Table D.3). 

- No Renegotiation .. . .- --- --- -------- of Club Loan. The effect of 
not renegotiating the Club Loan, (as in the 
consolidated cash flow projection) is similar 
to lowering the paid-in capital to $150 
million, although the cash 
balance/disbursements plus debt service ratio 
slightly improves since the decrease in cash 
balance is lower than debt service. (See the 
Appendix, Table D.4). 
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- A.I.D. ~oan--$25 million. --- With a $25 million 
~.-fr~. contribution, the foreign exchange 
situation would improve, but net 
disbursements would decline as well as cash 
balances (See Appendix, Table D . 5 ) .  

No A.I.D. Loan. - .. - With no A.I.D. contribution, 
the foreign exchange projection drops 
significantly. The net disbursements to 
member countries go from $83.1 million to 
$50.6 million. This variation also includes, 
however, $250 million in capital from extra- 
regional members (including $50 mn. from 
A.I.'D.) which would not likely occur if 
A.I.D. does not make assistance available 
under the proposed project. (See the 
Appendix, Table D.6). 

- A.I.9. .---- Loan Disbursed Over Six Years. In the - 
case of A.I.D. loan disbursement over a six 
instead of three-year period, the results 
observed in the consolidated projection are 
repeated, with the differents in amounts 
mentioned before. (See the Appendix, Table 
D.7). 

3. Conclusions 
. - - -  --- 

The two scenarios and their sensitivity analyses 
presented lead to two types of conclusions: basic -- and 
secondary. 

1. Basic Conclusions - 
Resources: - ---A- 

- Above all, CABEI needs more capital. Without 
new capital, disbursements do not equal the 
amount of CABEI's obligations to the member 
countries. 
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- While A.I.D.'s participation in Scenario I 
contributes to improve the situation, it does 
not significantly strengthen CABGIts 
viability as a development bank. 

A.I.D. . -- Contribution: 

- In Scenario 11, on the other hand, A.I.D.'s 
contribution produces a fundamental 
improvement. If it is assumed that 40% of 
this contribution is in the form of a soft 
loan (30 or 40 year repayment period 
including a 10-year grace period) and the 
other 60% is a grant, the increase in net 
inflows during the period is very important 
considering that the only effect on outflows 
is a 2% annual interest rate on the 
outstanding loan balance. The same holds 
true if there were a 50-50 split between loan 
and grant. 

- Given the characteristics of the A.I.D. 
contribution, all A.I.D. disbursements take 
place within the period under study 
(1985-1989), which makes it possible to reach 
a level of positive net cumulative 
disbursements. Varying A.I.D.'s 
participation to zero or to $25 m!llions or 
to the dis5ursement period from three to six 
years, a significant drop in CABEI's net 
disbursements is observed. 

- The A.I.D. contribution tends to improve the 
Bank's foreign exchange position as well as 
its foreign exc'hange disbursements. It also 
favors member country balance of payments and 
the Bank's cash balance, given the present 
inconvertibility of Central American 
currencies. 
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- Caqital Increases: 

Without an increase in capital from extraregional 
resources, whether as contributions to the Fund 
or concession:ti term donor resources, the impact 
of the proposed A.I.D. project is not sufficient 
to produce a net positive flow of funds to the 
member countries (see table V). Varying 
increases of capital from $250 million to $150 
million does not change disbursement levels from 
the $51.9 million positive net, flow level under 
Scenario 11, but cash balances and inflows are 
influenced. Particularly when paid-in capital is 
lowered to $150 millior., the casn balance drops 
way below the minimum security levels both in 
consolidated and foreign exchange projections. 
At the $200 million paid-in capital level as 
opposed to $250 million, the Bank's development 
objectives would not seem to he altered 
significantly, except for solving some foreign 
exchange availability constraints. 

2. Secondary Conclusions -- 
- Private Sector . - - Arrears . - . . . Recovea. If private 

sector arrears recovery is -505 instead of 70% as 
projected in the base case, net disbursements go 
up due to a decrease in recovery. This method of 
increasing net disbursements is undesirable since 
if the Bank does not recover anything, net 
disbursements would grow to the present arrears 
level. Here, as in other cases, a change is 
observed in inflows and cash. However, its 
magnitude is not such to alter fundamentally the 
global behavior of cash flows. 
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- Club Loan Renegotiation. The Club Loan 
riiieqotiation would significantly imvrove CABEI's 
f inancia1 situation. 1t would p;odu& an 
increase in inflows due to scheduling of 
obligations and, as noted previously, the effect 
of not including this renegotiation is similar to 
that of lowering paid-in capital to $150 million; 
and 

Debt Service Ratio. In none of the cases studied - -- 
was a decrease of the debt service/inflows ratio 
to under 308 observed. This ratio, being much 
lower than that obtained without additional 
capital participation (around 40-47%), is skill 
considered hish. CABEI should, therefore, be 
careful in regards to indebtedness incurred in 
the future. 

4. Impact of Proposed A.I.D. Project on CABEI - 
As noted earlier, the proposed A.I.D. 

contribution is of great importance for the Bank's financial 
development. In addition, an A.I.D. contribution would have a 
positive demonstration effect on other donors. It would be 
very difficult for CABEI to obtain cooperation from other 
countries if the United States does not show a real interest in 
its devzlopment. Counting on support of this nature, the Bank 
will be in a position to establish its Fund with better 
probabilities of success. That is to say that the importance 
of the A.I.D. project is twofold: the positive financial 
impact on the one hand and the political support it implies on 
the other. 
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KEY - - TO TABLES 

Financial Analysis 

A.1 Consolidated Cash Flow as of June 30, 1985 

~ . 2  Consolidated Cash Flow, including $25.0 million from 
A.I.D. 

~ . 2  Consolidated Cash Flow, including $50.0 million from 
A.I.D. approvals of $950.0 million, $200.0 million 
additional paid-in capital and club loan refinancing. 

~ . 3  Consolidated Cash Flow, including $950.0 million in new 
approvals and $150.0 million paid-in capital. 

8 .4  Consolidated Cash Flow, including $950.0 million in new 
approvals and $250.0 million paid-in capital; no club 
loan refinancing. 

R.5 Consolidated Cash Flow, including $950.0 million in new 
approvals, $250.0 million paid-in capital and $25.0 
million from A.I.D. 

B.6 Consolidated Cash Flow, including $950.0 million in new 
approvals, $250.0 million paid-in capital; no A.I.D. 
contribution- 

8.7 Consoliated Cash Flow, including $950.0 million in new 
approvals, $250.0 million paid-in capikal and $50.0 
million from A.I.D. disbursed over six years. 

B.8 Consolidated Cash Flow, including $550.0 million in new 
approvals, $250.0 million paid-in capital and 50% private 
sector arrears recovery. 

B.9 Consolidated Cash Flow, including $950.0 million in 
additional approvals, $250.0 million paid-in capital and 
40% private sector arrears recovery. 
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C.l Foreign Exchange Cash Flow as of June 30, 1985 

C.2 Foreign Exchange Cash Flow, including $25.0 million from 
A.1.D 

C.3 Foreign Exchange Cash Flow, including $50.0 million from 
A.I.D. 

D. 1 Foreign Exchange Cash Flow, including $50.0 million from 
A.I.D., $712.5 million in additional approvals, $250.0 
million paid-in capital and club loan refinancing. 

D.2 Foreign Exchange Cash Flow, including $50.0 million from 
A.I.D., $712.5 million in additional approvals, $200.0 
million paid-in capital and club loan refinancing. 

D.3 Foreign Exchange Cash Flow, including $50.0 million from 
A.I.D., $712.5 million in additional approvals, $150.0 
million paid-in capital and Club loan refinancing. 

D.4 Foreign Exchange CAsh Flow, inclueing $50.0 million from 
A.I.D., $712.5 million in additional approvals and $250.0 
million paid-in capital; excluding club loan refinancing. 

D.5 Foreign Exchange Cash Flow, including $25.0 million from 
A.I.D., $712.5 million in additional approvals, $250.0 
million paid-in capital and Club loan refinancing. 

D.6 Foreign Exchange Cash Flow,inc,luding $712.5 million in 
additional approvals, $250.0 million paid-in capital and 
club loan refinancing; excluding A.I.D. contribution. 

D.7 Foreign Exchange Cash Flow, including $50.0 million from 
A.I.D., $712.5 million in additional approvals, $250.0 
million paid-in capital and club loan renegotiation. 
(A.I.D. di~bursements over 6-year period).. 



TABLE A - 1  
Cunsolidat~d cash flow as of June 30,  1985 ($000)  

1989 T O T A L  

INFLOWS 

Loan and i ntet-est recovery  1 16600 15557 1 165935 1 bEG3 1 1 
U t i l i z a t i o n  uf e x t e r n a l  t-e=ources 3 5 6 (:) (1) 853 15 43594 269 12 
A I D  1 can I - e s o u r c e c ;  
Hequl  r e d  c a p i t a l  3:) (1) (11 (1) 
o t h e r -  1 1 2 9 11) (1) 75 1 oa 60B 1 1 60844 

T O T A L  INFLOWS 375 1 (:)(:I 3 15854 270343 256567 

OUTFLOWS 

Debt s e r v i c e  
D i s b u r s e m e n t s  
A I D  loan  Resources 

D i  sbursemerts  
T e c h n i c a l  Assistance 

O t h e r  

T O T A L  OUTFLOWS 

NET INFLOW 

I N  I T  I A L  BALANCE 
F I N A L  BALANCE 

A n a l i s i s  of  C a s h  Flow P r o j e c t i o n  
(1 ( 2  ( 3 )  

D i  s t u r s e m e r ~ t s  75000 12 1472 125828 69619 
Loan a n d  i n t e r e s t  recovery 1 16600 15557 1 165938 16881 1 

Cash n-l/ Dn+DSn 

D i ~ b u r s m = n t s / I n f l c w s  

D e b t  S e r v i c e / I n f  l o w s  
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i TABLE b-3 
Consolidated cashflow, including $950.0 million in new 
and $150.0 m i l l i o n  p a i d - i n  capital - ($000)  

INFLOWS 

Loan and i n t e r e s t  recovery 
U t i l i z a t i o n  o f  ex te rna l  resources 
A I D  loan resources 
Required c a p i t a l  
o ther  

TOTAL INFLOWS 

OUTFLOWS 

Debt se rv i ce  
Disbursements 
A I D  loan Resources 

Disbursements 
Technical Assistance 

Other 

TOTAL OUTFLOWS 

NET INFLOW 

INITIAL BALANCE 
FINAL BALANCE 

A n a l i s i s  of Cash Flow P r o j e c t i o n  

Disbursements 
Loan and i n t e r e s t  recgvery 

Disbursements - Hecnveri es 

Disbursements p l u s  Debt s e r v i c e  

Cash n-1/ GntDSn 

7~ 
Debt Servi  ce/ In+  1 ow5 

approvals 

1988 1989 TOTAL 



TABLE b-L! 
C c m s o l i d a t e d  cashflow, including $950.0 miliion in new approvals and $250.0 
million paid-in capital; no club loan refinancing. ($000) 

I N F L O W S  

L o a n  and i nterest t - e e o v e ~ v  
U t i  1 i z a t i o n  of e x t e r n a l  rEsources 
AID l a a n  resourceE. 
R e q u i r e d  c a p i t a l  
o t h e r  

T O T A L  I N F L O W S  

O U T F L D L J S  

D e b t  service 
D i s b u r s e m e n t s  
A I D  l o a n  R e s o u r c e s  

D i  s b u r s e m e n t s  
T e c h n i c a l  A s s i  stance 

O t h e r  

T O T A L  O U T F L O W S  

N E T  INFLOW 

I N I T I A L  B A L A N C E  
F I N A L  B A L A N C E  

A n a l  i si s of C a s h  F l o w  P r o j e c t i o n  

D i s b u r s e m e n t s  
L o a n  a n d  i n t e r e s t  r ecovery  

D i s b u r s e m e n t s  - R e c o v e r i e s  

D i s b u r s e m e n t s  p l u s  D e b t  s e rv ice  

Czsh n - l /  D n - k D S n  

D i  f ; b u r s m e n t s / I n ' .  . o w s  

D e b t  S e r v i c e / I n f  l o w s  



L 

TABL2 B-5 
. C o n s o l i d a t e d  cashflowl including $950.0 million in new approvals, $250.0 

million paid-in capital and $25.0 million from A . I . D .  ($000) 

1985 1986 1987 1488 1989 TOTAL 

INFLOWS 

Loan and i n t e r e s t  r e c o v e r y  1 16600 156046 169675 187565 219970 849860 
U t i l i z a t i o n  of e x t e r n a l  resources 95600 105215 82194 65512 6 1977 4 1 O498 
A I D  l o a n  r e s o u r c e s  1 0 0 (1) (1) 1 1250 3250 4 (-1 .J 25000 c - ,- 
Hequi r e d  c a p i t a l  c - 

.J (-1 O (1) (1) 62500 62500 625(:)0 62500 300000 
c t h e r  1 12900 81236 75t302 77520 80856 4275 14 

OUTFLOWS 

Debt  s e r v i c e  
D i  s b u r s e m e n t s  
AID l o a n  R e s o u r c e s  

D i  sbursernent s  
T e c k n i  cal A s s i s t a n c e  

O t h e r  

TOTAL CUTFLOWS 

NET INFLOW 

INITIAL BALANCE 
F I I\JAL BALANCE 

A n a l i s i s  of Cash Flow P r o j e c t i o n  

D i  s t u r s e m e n t s  

\ Loan and i n t e r e s t  r e c o v e r y  

\, D i s b u r s e m e n t s  - Recoveries 

D i s b u r s e m e n t s  p l u s  Debt s e r v i c e  
, 



TABLE B-6 
Cmsolidatrd cashflow, including $950.0 million in new approvals, 
$250.0 million paid-in capital; no A.I.D. contribution - ($000) 

OUTFLOWS 

Debt service 
Disbursements 
AID loan Resources 

Disbursements 
Technical Assi stance 

O t h e r  

TQTAL OUTFLOWS 

NET INFLOW 

INITIRL BALANCE 
FINRL BAiANCE 

Anal isis of Cash Flow Projection 

Disbursements 
Loan and interest recovery 

Di sbursements - Recoveries 

Disbursements plus Debt service 

Cash n-l/ Dn+-DSn 

Disbursments/I nf laws 

Debt Service/Inflows 



TABLE B-7 
Consolidated cashflow, including $950.Q million in new approvais, $250.0 million ' a  

paid-in capital and $50.0 million from A.I.D. disbursed over six years - ($000) 

1985 1986 1987 1988 1989 TOTAL 

INFLOWS 

Debt service 
Disbursements 
A I D  loan Resources 

Di sbursements 
Technical Assistance 

Other 

TOTAL OUTFLOWS 

NET INFLOW 

INITIAL BALANCE 
FINAL BALANCE 

Anal isis of Cash Flow Projection 

Disbursements 
Loan and interest recovery 

Disbursements - Hecoveri e5 

Disbursements plus Debt service 

Cash n-1 / Dn+DSn 

Disbursments/Inflows 

&d 
Debt Servi r e /  Inf 1 ows 



TABLE E-3 
C o n s o l i d a t e d  cashflcws, including $ 5 5 0 . 0  million in new approvals, $250.0 
million paid-in capital and 50% private sector arrears : 

INFLOWS 

Loan and i n t e r e s t  r e c o v e r y  
Ui:i 1 i z a t i u n  G F  E: - : t e rna l  t - e ~ ~ ~ ~ t t - e e s  

A I G  l oan t-esout-cec, 
R e q u i r e d  c a p i t a l  
o t h e r  

T O T A L  I N F L O W S  

Debt set-vi ce 
Diz .bursements  
A I D  l o a n  R e s o u r c e s  

D i s b u r s e m e n t s  
T e c h n i c a l  A s s i s t a n c e  

Other  

TO-TAL OUTFLOWS 

N E T  INFLON 

INITIhL E A L A N C E  
FINAL E A L A N C E  

Anal i si s of  Cash Flow Pro jecti on 

D i s b u r s e m e n t s  
Loan and i n t e r e s t  r e c o v e r y  

D i s b u r s e m e n t s  - Recoveri ES 

D i s b u r s e m e n t s  p l u s  Uebt  service 

C a s h  n - l /  Dn+DSn 

Di s b u r s m e n t s /  In+ 1 o w s  

Debt S e r v i c e /  In+ 1  o w s  



TABLE 8-9 
Consolidatet cashflow, including $950.0 million in additional approvals, $250.0 
million paid-in capital and 40% private sector arrears recovery - ($000) 

1985 1966 1987 1988 1989 TOTAL 

INFLOWS 

Loan and. interest recovery 
Uti 1 iiation o-f external resources 
AID loan resources 
Required capital 
other 

TOTAL INFLOWS 

OUTFLOWS 

Debt service 
Di sbursements 
AID loan Resuurces 

Disbursements 
Technical Assistance 

Other 

TOTAL OUTFLOWS 

NET INFLOW 

INITIAL BALANCE 
FINAL BALANCE 

9 Z 
Anal isis of Cash Flow Projection IE 
Di sbursements 
Loan and interest recovery 

Di st~c:rsement-s - Recoveri es 

Disbursements plus Debt service 2 16 100 2825 19 32009i:) 353277 377 1 a!:) 

Cash n-li Gn+DSn 

Disbursments/Inflows 

/ .  
6 

Debt Service/Inflows 

w 



TABLE C- l  
F o r e i g n  Exchange Cash F i o w  as o l  June 30, 1985 

L l ~ ~ a n  and interest r e c o v e r y  
U t i  1 ixati an o i  e x t e r n a l  resources 
A I f i  l o a n  resources 
R e q u i r e d  c a p i t a l  
o t h e r  

TOTAL INFLOWS 

Debt service 
D i  s b u r s e m e n t s  
AID loan R e s o u r c e s  

D i  s b u r 5 e m e n t s  
T e c h n i c a l  Assistance 

Other  

T O T W  OUTFLOWS 

NET INFLOW 

INITI4L BALANCE 
F l NAL BAiANCE 

A n a l i s i s  o+ Cash F l o w  Pro jec t ion  

D i  s b u r s e r n ~ n t s  
Loan and i n t e r e s t  r e c o v e r y  

D i  s b u r s e m e n t s  - R e c o v e r i  es 

D i s b u r s e m e n t s  plus Debt  s e r v i c e  

Cash n - I /  Dn+DSn 

D i s b u r s r n e n t s / l n f  laws 

Debt  S e r v i c e /  In+ 1  ows 



TABLE C-2 
Foreign Exchange Cash Flow, including $25.0 million from A.I.D. 

I N F L O W S  

Loan and interest recovery 

.- . 
Uti 1 ization zf external resources 
AI D  loan resources 
Required capital 
other 

TOTAL INFLOWS 

DUTFLOWS 

Debt service 
D i s b u r s e m e n t s  
R I E  l @ a n  Resmrrces . 

Di sbursem~nts 
Technical Assistance 

O t h e r  

TOTAL  OUTFLOWS 

NET INFLCIW 

ZNITIAL BALANCE 
F I N A L  B A L h N C E  

Analisis of Cash F l o w  Projection 

Disbursements 
Loan and interest recovery 

r)i  stursements - Recov~s-t-i es 

Disbursements plus D E ~  t serv ice  

Cash n-li U n + D S n  

Disbursmentsiln+lows 

Debt Service/ Inflows 



TABLE C-5 
Forri gn Exchanps C a s h  Flow, including $50.0 million from A.1 .D. ( $ 0 0 0 )  

INFLOWS 

Loan and interest recovery 
Utilization of e x t e r n a l  resources 
AID loan resources 
Requi t-ed capi tal 
other 

TOTAL INFLOWS 

OUTFLOWS 

Debt service 
Disbursements 
AID loan Resources 

Disbursements 
Technical Assistance 

Other 

TOTAL OUTFLOWS 

NET INFLOW 

INITIAL BALANCE 
FINAL BALANCE 

Analisis of Cash Flow Projection 

Disbursements 
Loan and interest recovery 

Disbursements - Recoveries 

Disbursements plus Debt service 

Cash n-I/ Dn+DSn 

Disbursments/Inflows 

Debt Service/Inf lows 

1985 i4S6 1487 1388 1989 TOTAL 



\ TABLE D-1 
Foreign Exchange Cash Flow, inc lud ing  $50.0 million from A.I.D., $712.5 million in additional 

c lub  loan re f inanc ing  - ($000) 

TOTAL 

approvals, $250.0 m i l l i o n  paid-in c a p i t a l  and 

INFLOWS 

Loan and i n t e r e s t  recovery 
U t i  1 i z a t i o n  o f  ex terna l  resources 
A I D  loan resources 
Required c a p i t a l  
other 

TOTAL INFLOWS 

OUTFLOWS 

Debt se rv i ce  
Di sbursements 
A I D  loan Resources 

D i  sbursements 
Technical Assistance 

Other 

TOTAL OUTFLOWS 220288 

NET INFLOW 

INITIAL BALANCE 
FINAL BALANCE 

Ana l i s i s  of  Cash Flow Pro jec t i on  

Disbursements 
Loan and i n t e r e s t  recovery 

Disbursements - R~covet- ies 

Disbursements p l us  D e b t  serv i ce  

Cash  n-1,' Dn+DSn 



TABLE D-2  
Foreiqn E:.:*=han3e C a s h  F l o w ,  including $50.0 million from A.I.D., $712.5 million in 
additional approvals, $200.0 million paid-in capital and club loan refinancing - ($000)  

1985 19Sb 1987 1988 1989 TOTAL 

INFLOWS 

Debt service 
Disbursements 
AID loar, Resources 

Di sbursenents 
Technical Assi s t a n c e  

Other 

TOTAL OUTFLOWS 

NET INFLOW 

INITIAL BALANCE 
FINAL BALANCE 

Analisis of Cash Flow Projection 

Di sbursements 
Loan and interest recovery 

Di sbursements - Recoveries 

Disbursements plus Debt service 

Cash n-l/ Dn +DSn 

Debt Service/ Inf 1 ows 



I 

TABLE D-3 
Foreign Exchange Cash Flow, including $50.0 million from A.I.D., $712.5 million 51'; .. . 
additional approvals, $150.0 million paid-in capital and club loan refinancing - ($000) 

1989 TUTAL 

INFLOWS 

Loan and interest recovery 
Uti 1 ization of externa? resources 
AID loan resources 
Required capit~l 
other 

TOTAL INFLOWS 

OUTFLOWS 

Debt service 
Disbursements 
AID loan Resources 

Disbursements 
Technical Assistance 

Other 

TOTAL OUTFLOWS 

NET INFLOW 

INITIAL BALANCE 
FINAL BALANCE 

Anal isis of Cash Flow Projection 

Di sbursements 
Loan and interest recovery 

Disbursements - Rrcoveri zs 

Disbursements plus Debt service 

Cash n-I/ Dn+DSn 

Disbursments/Inf lows 

Debt Servi ce/Inf 1 ow5 



TABLE 0-4 
Foreign Exchange C a s h  F l o w ,  including $50 .0  million from A.I.D., $712.5 million in 
additional approvals and $250.0 million paid-in capital; excluding club loan refinancing. ($OOO)t 

1989 TOTAL 

INFLOWS 

Loan and interest r ecmler y 
U t i  1 i z a t i  on of e x t e r n a l  r e s o u r c e s  
AID l o a n  r e s o u r c e s  
Required c a p i t a l  
other . 

TOTAL INFLOWS 

Debt  s e r v i c e  
D i s b u r s e m e n t s  
A I D  l o a n  H e s o c r c e s  

D i  s b u r s e r n e n t s  
T e c h n i c a l  A s s i s t a n c e  

O t h e r  

TOTAL OUTFLOWS 

NET INFLOW 

INITIAL aALANCE 
FINAL BALANCE 

Anal isis of Cash Flow P r o , e c t i o n  

D i  s b u r s e m e n t s  
Loan and i n t e r e s t  r e c o v e r y  

D i s b u r s e m e n t s  - Recoveries 

D i s b u r s e m e n t s  p l u s  Debt  s e r v i c e  

C a s h  n - l /  Dn+DSn 

D i s b u r s m e n t s / I n f l o w s  

Debt  S e r v i c e / I n f  l o w s  



TABLE D-5 

Fore ign Exchange C a s h  Flow, including $25.0 million from A.I.D., $712.5 million in;-- 1 

additional approvals, $250.0 million 

INFLOWS 

Loan and i n t e r e s t  recovery 
U t i l i z a t i o n  o f  ex te rna l  resources 
AID loan  resources 
Required c a p i t a l  
o ther  

TOTAL INFLOWS 

OUTFLOWS 

Debt se rv i ce  
Di  sbursements 
AID loan  Resources 

Di sbursements 
Technical Assistance 

O t h e r  

TOTAL OUTFLOWS 

NET INFLOW 

I N I T I 6 L  BALANCE 
FINAL BALANCE 

1 Anal isis o f  Cash Flow P r o j e c t i o n  

D i  sbur ~ z m e n t s  

i 
Loan a,?d i n t e r e s t  recovery 

Disbursements - Recoveries 

I Disbursements p l u s  Debt s e r v i c e  

Cash ti-l/ Dn+DSn 

DL sbursrnents./ I n f  1 ows 

paid-in capital and club loan refinancing. ($000) 

TOTAL 

52539 1 
4 lO498 
25000 
250000 
3 19980 

1530869 

663020 
526388 

22500 
2500 
70600 

1285008 

245861 

58399 
.3042&:) 



I 

TABLE Li-6 
Foreign E x c h a n g e  Cash F l ~ w ,  including $712.5 million in additional approvals, $250.0 million 
paid in capital and club loan refinancing; excluding A.I.D. contribution. ($000) f 

Lsan and i ntere5.t t - e c ~ v e t - v  

U t i  1  i z a t i o n  o+ e x t e r n a l  resources 
A I D  1 o a n  reso~w-CES 
R e q u i r e d  c a p i  t a l  
other 

TOTAL INFLOWS 

OUTFLOWS 

D e b t  service 
D i s b u r s e m e n t s  
&ID l o a n   resource^ 

D i  s b u r s e m e n t s  
T e c h n i c a l  6ssi s t a n c e  

O t h e r  

TOTAL OUTFLQWS 

N E T  INFLOW 

I N I T I A L  BALANCE 
F I N A L  BALhNCE 

f i n a l i s i s  of  Cash F l o w  P r o j e c t i o n  

Pi s b u r s e m e n t s  
Loan and i n t e r e s t  recovery 

Di sbursements - R e c o v e r i e s  

D i s b u r s e m e n t s  p l u s  Debt  s e r v i c e  

Cash n - l /  D n a U S n  

Disbursrnent s /  Inf  l a w s  

D e b t  Service/ In+ 1 ows 

1488 1989 TOTAL 



. . 
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I TPBLE D-7 
F o r e i g n  Exchange  Cash Flow, including $50 million from A.I.D., $712.5 m i l l i o n  i n  add i t i onah , . ,  - . --. . 
approva ls ,  $250.0 mn. paid- in  c a p i t a l  and club 
over  6-year p e r i o d ) .  ($000) 

loan  r e n e g o t i a t i o n .  ( A . I . D .  disbursements . - 

INFLOWS 

Loan and  i n t e r e s t  r e c o v e r y  
U t i l i z a t i o n  o f  e x t e r n a l  r e s o u r c e s  
AID l o a n  r e s o u r c e s  
R e q u i r e d  c a p i t a l  
other 

TOTAL INFLOWS 

OUTFLOWS 

Debt s e r v i c e  
D i s b u r s e m e n t s  

i AID l o a n  R e s o u r c e s  
D i s b u r s e m e n t s  
T e c h n i c a l  A s s i s t a n c e  

) O t h e r  

TOTAL OUTFLOWS 

NET INFLOW 

I INITIAL BALANCE 
FINAL BALANCE 

A n a l i s i s  of  Cash Flow P r o j e c t i o n  

D i s b u r s e m e n t s  
Loan and i n t e r e s t  r e c o v e r y  

D i s b u r s e m e n t s  - Kecovet-i es 

D i s b u r s e m e n t s  p l u s  Debt s e r v i c e  

Cash n-1,' Dn+DSn 

D i s b u r s m e n t s i  I n f  l o w s  

Debt S e r v i c e /  I n f  1  ows 



PFVELOPMENT OF GENERAL PLAN TO REHABILITATE THE PRIV4TE SZZTq? 
AND REQUIREMENTS FOR TECHNICAL ASSISTANCE 

(ESTIHATED COST IN s US ) 

Evaluatlcn by 
CFSEI t o  d e t e r  Evaluat Icms Costs of 
mlne rehab1 l l- and/or Studles 

Country Condlt lon t a t l o l  factor A d l o n s  Pppralsal and/or 
Project A c t l v l t y  of of assets t o  Result 0. t o  be On +he Part  Type of Cost of Rehablllta- - 

Bcrrcuer Project te o r r k d  out Evaluations Taken of CAEEl Experts t Icn Plans TOT& Assistance 

RECAP PROJECTS 

Pascual F. Mindez d Co. 
(FWFIT)  

Juirez Belloso y Co. 
lndustr la  Na. Hotelera 
Hotel de l  LaqJ 
Royoctos T u r l s t l m s  Maya 
PAASA 
KBPCORA 
M;RO I NSA 

P I ~ ~ I U I ~  y Novkdades. S.A. 
Mult lpesa, S.A. de C.V. 
lndustr la  Sal loera, S.A. 
s a a n  ~ l r I t 6 t l c ~ s  

Centnwnerl o m s  
Sldet-iirgl ca Centman. del  

Pacif 1 crJ 
A m ,  S.A. 
WARSK-frcd. Mara-mra 

Salvadcren-a 

Mandf. of Ladles L lnger le  
Hotel Servl a s  
Hotel Swvlces 
Hotel Sercl a s  
Hotel Servl ces 
Procsssed Meat. Sausage 
Flshery 
Sugar 1 ndustry 

P l a s t f o  
Flshery and Seafood 
Ref lned S a l t  

P l a s t l c  Flber Sacks 

Steel Ingots 
Splndles and Wlres 
C u l t l v a t l c n  and pmcss- 

slng of cashew nuts 

C r f t t e l  Carrled out Rehabll l table Asslst. Cper. 
C r l t l  m l  Carr led out Rehabll l t ab lc  AdJudl o t e d  Loan 
C r l t l e l  Carrlad out Rehabl l l tab le Adjudicated Loan 
C r l t l  m l  Carrled out Nc-rehab1 1 I tab le  Sale 
C r l t l c a l  Car r ledou t  Rehabl l l tab le Sl;;.srvlslcm 
Closed Carrled out Rehab1 l l t a b l e  Rehab. Plan 
AdJudl cat& I n m p l e t e  No-rehab1 l l t a b l e  Valuatlon/Sale 
C r l t l  gtl 

C r l t l c a l  
C r l t l  a 1  
C r l t l c a l  

C r l t l e l  

Closed 
Closed 

Closed 

Carrled out Rehabl l l t a b l e  Asslst. Oper. 

Ccrr led out Rehabl l l tab le Asslst. Oper. 
Carried out Rehabl l l t a b l e  Rehab. Plan 
I.ramplete Rehabl l l tab le Conplete Eval. 

I n a p  le te  Rehab11 l t a b l e  AdJudl cnted 

Carrled out Rehab11 l t a b l e  Rehab. Plan 
C w r l e d  out Rehabll l table Rehab. Plan 

C a r r l d  out Nodehabl l l tab le 

H a r W  1 rg/Acinon - - 
Marketlng/Ho~el Expert 

.. - 

.. 
Market Ing/Rodu ct la? 

Or lg lnal  Flnan-lrg 

- 
.. 
.. 
.. - 

30. @f@ .. 
- - 

.. 
120.000 ** - 
SO, 000 

s0.m - 
50,000 - 

- 



Eva lua t lm by 
CAE1 t o  deter- Evaluations Costs of 

. . mlne rehab11 I- a n d h  Studles 

lHrY Condltlon t a t l o n  fac to r  A d l c  : Appraisal and/or 

PmJec+ A c t l v l t y  of of assets t o  Result of t o  be On t h e  Part Type af Cost of Rehab11 Its 

Borrtmer ProJect be cnrrled out  Evaluations Taken of CABEI Asslstanc8 Experts t lm  Plans TOTAL 

I.rlsms de E l  Salvador, Seafwd C u l t l v s t l a n  and 

S.A. Pmcesslng Closed Inamptete No-rehab1 l l t a b l e  Valuat lon/Sale 500 
.u-m de l  Sol Adjudl e t e d  Lands AdJudl cated Carrled ou t  No-rehab1 1 l t a b l e  Sale - 

u r l t m r t m  y fiuteles, S.A. Hotel Sarvtaas 
' r o p l a l  Plyrood Plyrood Sheets 

C r l t J e l  Inamplet8 
C r l t l  ol Carrled o r t  

Ccnp le te  Eval. 
Rehabl l l t a b l e  .4sslst. Per. and 

P.R. 
Nc-rehab1 1 l t a b l e  Valuatlon/Sate 
Rehabl l l t a b l e  Ccnplete Eval. 

and Rehab. Plan 
No-rehab1 l l t a b l e  ValuatlodSale 
No-rehab1 1 l t a b l e  Valuat lm/Sale 
No-rehab11 l t a b l e  Veluetlon. Rcpalr 

and Sale 

- 
Harketlng/AdnCm./ 
Orlg lnat Flnandng 

lnternatlonal Wood Products Adj. Lands 6 Wood Goads 
k s l n a s  de Honduras 011 of Turpentine 

AdJudlcated lnamplete 
AdJudl cated I l a m p l e t 8  

os6 S k h a r  y Hermanos 011 of Turpent lm 

&e l  P I w a  Dorada Hotel Servlces 
pyglass H l l l  de Honduras Hotel Servl ass 

AdJudl e t e d  lnamplete 
Adjudicated I n m p l e t e  
Adjudicated lnamplete 

:is. l n te rnmer l  mna D e s ~  
Rol l o  de Honduras Hlnlng 

I - Cardunon Cu l t l va t ton  

Y a a s l o  k c a d a  Lugo Porsesslc+?: I terrene 
\cdonlstas Cenentos de 

Honduras Cen& Prcductlan 

No-rehab11 l t a b l e  Sale 
W r e h a b l l  l t a b l e  ValuatlodSale 
No-rehab11 l t a b l e  Valuatlcn 

Other Carr led out No-rehab1 l l t a b l e  Col l e d l o n  

4abados Nadoneles. S.A. Tcx t l l es  C r l t l c a l  Carr led out Rehabll l t a b l e  Collecting - 
EFM€TM. S.A. b t a l  Cmds C r l t l  cal lnmnplete Rehabll l table Carp le te  Eval. 

and Rehab. Plan 5 , W  
'o~uslo P I  msso, S.A. Wood P r o w s l r g ,  r lndors Closed lnamplete - Carplet* Eval. 1C.W 
:ABSM C a e o  Derlvst lves Closed Carrled out Rehabfl l table Rehab. Plan - - 
lndus t r l s  Sadalana. S.A. Tectlles, Polyester, etc AdJudl cated C u r l e d  out Retabl l l t a b l e  Rehab. Plan 



CABEI t o  d e t e r  Eva1 uat Ions Costs of 
mine rehabl l l -  and/or Studles 

Country Condlt lon t a t l o -  factor  Actlons Appraisal and/or 

Project A c t l v l f y  of of assets t o  Pesult of t o  be On t h e  Part Type of Cost of Reha3lllta- 
aorrorer FroJect te ~ r r l e d  out Evaluatlons Taken of CABEl Assrstance Experts +Ion Plans TOT. 

HCRECA Hotel Servlms Adjudl cated C a r r l d  out No-rehabll l t ab le  Val uatlon/Sale 8 . m  
Hongos de Costa Rf Q P r o ~ s s l q  of Mushmcns Adjudl cated l naxrplete C m l e t e  Eval. 12,MO 

TOTAL RECAP 70.000 .. 212.OCn BY?. CYY! 842.00 

FSOYECTOS A C A W  E SUPRO 

lnverslums Unldas 
lndustrras de l  A t l h : l  w 
Allmantos y Conservas 

AM Bel ly  
~ e s h  Hern&Jez y Cia. 

EXMIBAL 
FIG% 
Banw de Guatemala 
Bana, del ~ a f 6  
F E N X O X  
FECOMFQ 

Sole AdJudl cated Lands 
Sold Adjudl 6 t e d  Lands 

Normal - 
Nomat - 

Fruit Jul m s  and Nedars 
Sold Adjudl cated Lands 
Nldte l  Productlcn 
Flnanclal l n s t l t u t l o n  
Rural Errterprlses 
aank Servl ces 
Cred l t  t o  Ccqxra t l ves  

Cred l t t o  Cooperat lves 

Problenatlc Inamplete 
Droblenat 1 c Carrled out 
Problemat1 c Carrled out 
Normal - 
Normal - 
Normal - 
Normal .. 
Problmnatl c - 

Rehab1 l l t a b l e  
Co l lec t  Salance 
C o l l e d  Balance .. 

.. - 
- 
- 

Ccmp le te  Eval . 
Col lect  r q  
Collecting 

- 
- 
.. 

A tmacsnadora Centroan. 
C a r t o t i m l  o Centman. 
Muebles Metgl l CDS Prado 
Inplet. A g r i w l a s  Cen tma.  

Warehouses 
Paper and Cerdtoard 

Normal .. 
Xormal - 

Hcme Appllances. Furn l ture P r o b l m a t l c  Carrled ol(t Proy. Normal 

Agrl cu l tura l  Tools Problematic Carrled out  Pmy. t l o rm l  

Banw Desarrol l o  e Inver. Cred:t Servlms Nonnal - .. 
Federad6n de CaJas de 

Ct&l to Cred i t  S e r v l s s  Normal .. 
Em. Fanerrto Agrcgeararlo Rural Errterprlses Normal - - 
Flnandera Salvadoreiia Cred f t  Servl ces Normal - .. 
Faderad& Asoc. de Ahorro 

y C r a l t o  Cred i t  Servtms Prob lmat l c  lnamplete .. Canplete Eval. 



CAE1 t o  d e t e r  Evaluations Costs d 
m l m  rchab l l l -  and/or Studles 

~ntry Condlt lon t a t  Ion  fac to r  Actlons Appraisal and/or 

ProJect A c t f v I t y  of of assets t o  Result of t o  be On t h e  Part Type of Cos t  of Rehablllta- 
R r j e c t  be o r r l e d  out  E v a l u ~ l o n s  Taken of CABEl Asslstanm Experts*  t l c n P l a n s  TUTN -- 8ocrcrer 

lRlRAS - 
m l l  Bruno Fe ld t  C. Sold AdJudIcated Lands Normal - - 

P 

srlbbsan Frelgh? Llnes Sold AdJudl cnted Lands Normel - - 
' a d m a t  de Envases Cardboard and Plast 1 c Cart. Problsnat lc  I naanplete Rehat'* l t a b l e  

at l l e s  de Hondums T e c t l l e  Indu3ry  P r o b l m a t l c  C w r l e d  out  Rehabi:ltable 

<a. General Hotetera Hotel Servlces Prob:.aatl c Carrled out Rehab1 l l t a b l e  

- - - - 
4. Mfl - - - 

42,400 Mrkatlq/Adnon. 

Or lg lnal  Flnandng 
Hotel Expert - - - - 

Ccmplete Eval. 
Rehab. Plac 
Asslstanm and 
Rehab. Plan 

Rehab. Plan 
Rehab. Plan 

:ernentos de Honduras Cenent Production Problenatlc C r r r l e d  out  Rehabll l table 
- \N oarera Central S y a r  I ndustry Problenatl c Carrled out Rehab11 I t a b l e  

WNlU Bank Servl ces N-l - 
e d e r a d k  de CaJas de 
& # t o  F t n a n d q  Corporatlcn Pmblem&)c Inaanplete .. 
orpff. N a c  de Inuerslones FlnancIng Servl cw Problemat 1 c - - - ranm N a c  de Dss. Agr;mla Agr. F l n a n d q  Servlms Problematlc - - 

Ccmplete Eval. - - 

:r)OPESA Planes Malntenanas Normal - - 
v.LFUFH Sold AdJudl o t e d  Land Normal - - 
lote lera ~ o r o b l  ci. C a r l a r l  Hotel Se ;Ices N m a  1 - 
AN-, S.A. Hotel Serv l ass Problemst1 c Carr led out  Rehab11 l t a b l e  

.. - - 
Market lq/Adnon. 
Or lg lnal  F l n a n d q  
(Hotel Expert) - - - 

4zugrera Guanaeste S y a r  Industry 
3anm Central Agrolndustrles 
3anm Central *grolndustr les 
lanm Cr&l+o A g r l c  

Problematlc C w r l e d o u t  Rehabll l fable 
Nonna l - - 
Normal .. 

Rehab. Plan .. - 



CAGE1 t o  d s t e r  Evaluarl?ns Costs  o f  
m l r e  rehab1 1 I- and/or Studles 

Country Cond l t l on  t a t l o -  f a c o r  Acf lons P - o r a l s a l  and/or 
P ro jec t  n & l v l f y  of o f  assets t o  i l esu l t  of t o  be On tte Par t  Type of c o s t  of Rehabl l l ta -  

i i x r m e r  ProJect te a r r l e d  o u t  E.~aluat lons Taken o f  C A E  l 4ss l s tanm Experts t lm Plans 7 

C a r t q o  
I N F E W  

COF l SA 

C r z d l t o r ' s  a u r d a j l  Normal - - .. - 
Agmlnccs t r l es  Pmb lema t l c  l n a x p l e t e  - Corrplete Eval. 3,N!O 
Bank Servf -5  Problem&l c - - - - 

TOTAL SUWO 31,MC 1 16.600 5 7 5 . ~  691. 
GRAND TOTAL (SUE30 + RECAP) lC1.000 328,6Cr! I /  I.205.MO 1,533. 

* Expert  m s t s  r e r e  es t f na ted  mns lde r l ng  mnth:y s a l a r t  (SUS8,CW) plus  t r a v e t  axpenses and perd len (SUS2.6M each month). 
Study m s t s  were estimated accordlrg t o  t h e  p r o j e c t  nagn l tude and t h e  c m p l e x l t y  of I t s  cperatlons. 

** Exper t 's  mar< on r e h a b l l l t a t l m  t o  te Inplenented dur lng t h e  p e r l c d  fron July/85 t o  June/&. 

I/ Totat  m s t i  I n d u d e  CABEI f l n a n c l q  o f  S 84,8C0 f o r  short4er-m ass! stan= f o r  p r l v e t e  sector  loans I n  N l  carqua. - 


