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Activities carried out by the Central American Bank for Economic Integration (CABEI) in the context of the Action Plan adopted in the III Summit of the Americas held in Quebec, Canada in April 2001

CABEI is the multilateral financial organism of the Central American countries. It has joined the multilateral and sub-regional organizations that support the Summit Process Review and Implementation Group (GRIC), willing to contribute to the execution of the ample sector agenda generated by the Summits of the Americas, in particular the Quebec Action Plan. 

Its contribution involves Development Financing for programs and projects in both the public and private sectors of Central America. From May 2001 to March 2002, CABEI approved loans to Guatemala, Honduras, El Salvador, Nicaragua and Costa Rica amounting to US $ 496.9 million, in the following sectors:

Telecommunications

In October 2001 it participated with US $ 80.0 million in the financing of the Costa Rican Government’s Project “400,000 Mobile Telephone Solutions with GSM technology on the 1800 MHz Band.”  This was a lease with purchase option arrangement. 

Transportation

Two loans were approved to El Salvador and Honduras for the construction and rehabilitation of roads for US $ 135.0 million and US $ 22.8 million, respectively.  The loan to El Salvador was approved in November 2001 for the partial financing of National Roads Program in its two components Urban Roads and Inter-urban Roads. The loan to Honduras was for the partial financing of the execution of the Project of Rehabilitation and Construction of the Puerto Cortés – Guatemalan Border road (CA-13). It was approved in December 2001.

Energy

In May 2001 CABEI granted a direct co-financed loan to the private sector of Honduras for US $ 2.7 million to provide partial financing for the Babilonia Hydroelectric Plant in the Department of Olancho. It consists of the construction and operation of an electrical power station with installed capacity of 3.0 MW. 

Equitable Growth. Poverty Alleviation

In the framework of the Special Fund for Social Transformation of Central America (FETS), CABEI granted Honduras loans totaling US $ 9.5 million to co-finance poverty reduction programs of the Reconstruction of Family Economies and Social Sector Enterprises, in May 2001, the Healthy Schools Program, First Phase, in June 2001, and the National Program of Local Development (PRONADEL II), in September 2001.  It should be added that in addition to the FETS resources, CABEI has provided resources for US $ 1.5 million for the Healthy Schools Program, First Phase and US $ 1.0 million for PRONADEL II, which together with the FETS’s funds are offered on concessional terms. 

Also in the framework of FETS, CABEI granted a US $ 4.0 million concessional loan to Nicaragua to co-finance the FISE project of Human Capital Accumulation in Extremely Poor Rural Households in January 2002.  As a complement to this, for the same project CABEI granted US $ 1.0 million additional financing, also concessional terms. Through CABEI’s FETS financing, Honduras and Nicaragua are carrying out the aforementioned poverty reduction programs, with total investment of close to US $ 150.0 million.

In order to give partial support to the program of Modernization and Reactivation of the Central Market of the Metropolitan Area of San Salvador, CABEI granted that country a US $ 7.4 million loan in May 2001.

Education

In June 2001 a US $ 33.7 million loan was approved for Guatemala for the financing of the “Program of Investment in Infrastructure, Machinery and Equipment of the San Carlos University in Guatemala,  (USAC) Stage II.”

It also granted a US $ 9.0 million loan to Guatemala for the Basic Infrastructure for Education Program in September 2001.

Agricultural Management and Rural Development

In September 2001 a US $ 30.0 million loan was approved for Guatemala to finance the second stage of the Program of Development Support of the Departments of Chinaltenango, Solalá and Totonicapán.

In addition a US $ 25.0 million loan was approved for Guatemala in December 2001 to finance the third stage of the Rural Communities Integral Development Project (DICOR III) denominated “Toward Micro-regional Productivity.” It will be carried out in the Departments of Chiquimula, Progreso, Jalapa, Jutiapa, Santa Rosa, San Marcos, Quiché, Huehuetenango, Zacapa and Quezaltenango. 

Development Financing

CABEI channels an important flow of financial resources to micro, small and medium enterprises, through Intermediary Financial Institutions (IFIs), such as commercial banks and non-governmental organizations (NGOs).  During this period CABEI granted IFIs in Guatemala US $ 61.3 million, in El Salvador, US $ 10.8 million, in Honduras, US $ 3.7 million, in Nicaragua, US $ 6.2 million and in Costa Rica, US $ 50.0 million. 

In addition a direct co-financed US $ 2.4 million loan was granted to the private sector of Honduras to partially finance Phase I of the ZIP Calpules Expansion Plan in San Pedro Sula.

Equitable Growth. Debt Relief.

As a multilateral development institution, CABEI shares and fully supports the objectives of the HIPC Initiative. Under this framework it helps its eligible member countries to reduce their external debt burdens to sustainable levels.  This will provide the basis for poverty reduction and healthy economic growth. 

In April 1999, The Board of Governors approved CABEI’s participation in the HIPC Initiative, insofar as said participation preserves CABEI’s financial integrity and the Institution’s access to international financial markets. In addition, the Board authorized the establishment of the Special Fund for Debt Alleviation of the Central American Countries Eligible for the HIPC Initiative,” which will be referred to as the “HIPC-CABEI Special Fund.” This Fund is complementary to the World Bank’s HIPC Trust Fund, set up to administer the contributions for the eligible Central American countries. 

The total debt relief quota assigned to CABEI is US $ 508.3 million in net present value (NPV), US $ 73.0 million for the Republic of Honduras and US $ 435.3 million for the Republic of Nicaragua.  The Bank granted its maximum support for debt relief with US $ 228.5 million of its own funds in this way: US $ 62.5 million for the Republic of Honduras and US $ 166.0 million for the Republic of Nicaragua. These contributions leave a financial gap to be covered of US $ 279.8 million in terms of NPV. 

In order to help cover this gap, the international community has committed contributions for a total of US $ 232.2 million (nominal value) in support of debt relief for the Republics of Honduras and Nicaragua with CABEI. This leaves an estimated gap of US $ 47.2 million (NPV), which corresponds to financing for the debt relief of the Republic of Nicaragua.  CABEI continues to carry out steps to harness resources from the international community to close this gap. This must be completed before the Culmination Point, currently forecast for the year 2003.
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