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LATIN AMERICA AND THE CARIBBEAN

The World Bank Group serves 30 countries in Latin America and the Caribbean (LAC), where average per capita income is nearly $4,000 a year.  LAC is a region of staggering diversity, with 510 million people who speak Spanish, Portuguese, English, French and some 400 indigenous languages.  Its topography and ecosystems range from those of tropical islands to high sierras and altiplanos, rainforests, deserts and sprawling plains.  It includes the entire continent of South America, the Central American isthmus, the large and small islands of the Carribean Sea, and Mexico, which is part of North America.  LAC is the most urbanized region in the developing world, with three-quarters of its people living in and around cities, but natural resources and agriculture are important to many of its economies, which include some of the developing world’s largest, such as Brazil and Mexico, and some of the smallest.  Despite immense resources and dynamic societies, deep inequalities of wealth persist in most LAC countries, with almost one-third of the region's people living in poverty. 

Recent Economic Developments
Economic recovery in LAC after the shocks triggered by the 1998-99 crises in Asia and Russia, proved short-lived.  After increasing from 0.6 percent in 1999 to 3.8 percent in 2000, LAC’s annual GDP growth declined to 0.6 percent in 2001 and is expected to remain near that level in 2002.  This is the result of a weak global economy, deterioration in Argentina’s economic situation, and drought in Brazil and Central America.

A decline in world trade growth and drops in export commodity prices reduced LAC’s export revenue growth to 1.4 percent in 2001, after a 19-percent rise in 2000.  Oil exporters’ trade surpluses diminished, but trade balances increased in other countries as import bills dropped, due to slower GDP growth.  Overall, the region’s trade surplus increased by $17 billion, while the current account deficit widened by $5 billion, as a result of lower receipts from tourism and remittances. 

Evidence of progress towards achieving the Millennium Development Goals in LAC surfaced in 1999 data showing the proportion of people living on less than a dollar a day had declined from 16.8 percent in 1990 to 12.1 percent.  This is about halfway towards reaching the goal of  halving the proportion of those living in extreme poverty in LAC between 1990 and 2015.  Some of these gains were likely lost in 2001 due to a decline in per-capita GDP growth, especially in Central America and the Caribbean, hit by drought, low coffee prices, a drop in tourist traffic after September 11, and a decline in foreign remittances, stemming from the U.S. economic slowdown.  Prospects are good, however, that poverty will fall once again as LAC economies experience a predicted recovery in late 2002 and in 2003.

The World Bank role: Empowering poor people, improving the investment climate

The Bank’s strategy in LAC is focused on fighting poverty, while providing for adjustments to respond quickly to urgent social needs prompted by events such as the economic crisis in Argentina, a slump in Caribbean tourism, and reconstruction in El Salvador after two earthquakes in early 2001.  In Argentina, where the Bank has a portfolio of $9.7 billion in investment and adjustment support, it was announced in March 2002 that $100 million from undisbursed existing loans would be redirected to meet Argentina’s urgent social needs, such as health care and education, and for community development projects in poor neighborhoods.  In Jamaica and the Organization of Eastern Caribbean States, where airline tourist visits dropped following the terrorist attacks, the Bank provided $75 million and $20.9 million respectively to protect social programs, and to strengthen airport security.  The Bank’s new assistance strategy for El Salvador coincided with the reconstruction effort there, and included a $142.6-million loan to help restore health services, undermined by the 2001 earthquakes that severely damaged hospitals and health facilities.

With 168 million of the region’s 510 million people living in poverty (defined as living on less than $2 a day), of whom 77 million are extremely poor (living on less than $1 a day), the Bank’s loans and analytical work support local efforts by governments, civil society and the private sector, to empower people and communities, while also improving the investment climate to accelerate growth and reduce poverty.  The Bank's efforts in LAC are consistent with the six international development goals adopted by world leaders in the Millennium Declaration, namely:


· Reduce by half the proportion of people in extreme poverty by 2015;

· Achieve universal primary education in all countries by 2015;

· Demonstrate progress towards gender equality and the empowerment of women by eliminating gender disparities in primary and secondary education by 2005;

· Reduce by two-thirds the mortality rates for infants and children under 5 years old and by three-fourths the mortality rates for mothers by 2015;

· Provide access to reproductive health services for all individuals of appropriate age no later than 2015;

· Implement national strategies for sustainable development by 2005 to ensure that the current loss of environmental resources is reversed globally and nationally by 2015. 

In fiscal year 2001, LAC claimed the largest share of World Bank lending of any region, rising to $5.3 billion from $4.1 billion the year before. This support is aimed at helping countries in the region reduce poverty, and follows a strategy of six priorities, namely:


· Education, emphasizing quality and bridging the digital divide in the Americas;

· Financial Sector support, including managing volatility, and channeling resources for investment and economic development;

· Distribution and social protection aspects of economy-wide policies, including addressing the social impact of adjustment, the distribution and quality of public spending, safety nets, self-protection and market insurance instruments, strengthening links between economic growth and poverty reduction;

· Institutional reform and governance, including public sector, judicial, legal and regulatory systems, delivery of services to the poor, empowering civil society, increasing transparency, accountability, supporting decentralization, and promoting results-oriented public sector management;

· Empowerment and inclusion of excluded groups, including indigenous, Afro-Latin-Americans, women, rural and urban poor, through community-driven development programs, and support for sustainable natural resource management;

· Environmental sustainability, with emphasis on pollution control (and the urban services and sectoral pollution control initiatives needed to achieve it), as well as measures to combat irreversible environmental degradation.


In recent years, loans have included support for all of these priorities, with emphasis on human development, rural poverty reduction and disaster reconstruction programs, as well as debt relief in the poorest countries.  In the region’s larger countries, Bank support helped reform governance systems, often to accommodate the shifting of responsibilities from central to decentralized authorities. 


Fighting poverty by investing in and empowering people


Support for investing in people is a priority for the World Bank, with investments in vulnerable children’s education and health in Colombia, basic education in Mexico, Nicaragua, Panama and Brazil, water and sanitation in Ecuador, and social protection in Argentina and Colombia—raising the Bank's regional portfolio of active projects in health, education, and social protection to $7 billion.

This part of the portfolio also includes efforts to address inequalities. In the northeastern Brazilian state of Sergipe, for example, the Bank approved a project in fiscal year 2002 that provides matching grants to rural community groups to finance about 1,000 small-scale projects which are creating jobs and improving the health and well-being of some 52,000 families.  This project is part of a wide-ranging Bank-supported program for all nine states in Brazil’s northeast, and part of Minas Gerais, to combat rural poverty through decentralized approaches, driven by local communities themselves.  Similar community development projects are underway in Paraguay, Colombia, Ecuador, Honduras and Nicaragua, and will be extended to the Amazon region.  This approach to social investments not only delivers water, health care and agricultural extension services to poor families, but also builds social capital and ensures that the communities themselves select and implement the projects.

Empowering the poor includes initiatives to reach out to LAC’s indigenous people, about 80 percent of whom live in extreme poverty, as well as communities largely composed of Afro-descendants.  In Brazil, Peru and Ecuador, the Bank is supporting projects tailored to indigenous communities, to regularize communal land rights, to promote use of indigenous knowledge for more environmentally sustainable land management practices, and to build their project management capacity.  Recognition of legal title is an essential condition for poor farmers—of all ethnic origins—to improve their economic status.  The Bank has supported an effort in Colombia whereby 58 Afro-Colombian community councils in the Pacific coastal Chocó region gained title to almost 2.4 million hectares of rainforest, on which they depend for hunting, fishing and traditional farming.  The Bank has supported similar land titling initiatives in 10 countries, including Bolivia, Guatemala, Honduras, El Salvador, Nicaragua and Panama.

Engaging civil society

A vital element in this grass-roots, community-oriented approach is the Bank’s effort to engage civil society in developing its lending and knowledge products, especially in the rural, environmental, health, education and social protection sectors, but increasingly in projects in judicial reform and infrastructure as well.  Under the aegis of a new framework (www.worldbank.org/laccs), LAC is also beginning to engage civil society around the Bank’s adjustment and programmatic lending, to provide information on Bank projects to communities so that they can assess their impact and implementation.  In Peru, for example, the Bank is backing a government-led effort to provide information on social programs, expenditures and statistics to citizens, to involve them in planning services and budgets at the local and national level, and to strengthen their capacity to monitor and evaluate public services.   

Expanding health coverage, fighting HIV/AIDS


The Bank's goal of expanding health coverage and fighting HIV/AIDS in LAC is backed by over $3 billion in support to health care projects.  Included in the Bank’s portfolio is Mexico's five-year old program to expand health care coverage; 8.1 million poor people, mostly in small communities with no previous coverage, now have access to health services. A third phase for this Basic Health Care Project is now under way, with a $350 million Bank loan approved in 2001, that is expanding coverage to another 13.1 million Mexicans, including 7.5 million indigenous people.

In the Caribbean, the Bank is helping to attack the world's highest HIV prevalence rate outside sub-Saharan Africa, with a $155 million program to support HIV/AIDS prevention and treatment programs in several countries, including the Dominican Republic, Barbados and Jamaica.  This follows the Bank's two loans totaling $325 million that have helped Brazil's government, in cooperation with over 175 NGOs, as well as state and municipal governments, to reduce the number of deaths due to AIDS cases by 50 percent since 1993.  Persons living with HIV/AIDS receive care through the project, but prevention remains its focus, with support provided for a nation-wide network of 170 AIDS testing and counseling centers, 800 diagnostic and treatment centers, as well as AIDS awareness training programs.

Improving education
The Bank has also approved over $2.1 billion since 1998 to improve education for poor people, with projects ranging from primary education in rural areas of El Salvador, Nicaragua and Brazil, to post-secondary student loan programs in Mexico. In El Salvador, three loans totaling $148 million have supported a community-managed schools program (EDUCO) to strengthen pre-school and primary education, as well as a program for secondary education. EDUCO, which brought schools and teachers to many poor rural areas for the first time, has raised the country's primary enrollment to almost 85 percent, up from 78 percent in 1996. The EDUCO model has been used to develop similar projects in Guatemala and Honduras, also with Bank support. 
 


Debt relief

In some of LAC's poorest countries, debt relief and effective poverty reduction strategy go hand in hand. In Bolivia, Guyana, Honduras and Nicaragua, governments have developed strategies, in consultation with civil society, to reduce poverty by half by 2015.  The poverty reduction strategy papers (PRSPs) coincide with debt reduction provided under the Enhanced Initiative for Heavily Indebted Poor Countries (HIPC), supported by the Bank and the IMF.  In 2001, Honduras, Guyana and Nicaragua joined Bolivia in obtaining required Bank agreement to start receiving reductions in their external debt. The agreements will reduce Nicaragua's debt service by $4.5 billion, that of Honduras by $900 million, and Guyana's by $590 million, in addition to the $1.3 billion debt service reduction for Bolivia approved in fiscal year 2000.

Supporting natural disaster recovery and preparedness 

Recovery from natural disasters remains a high priority in Central America.  In El Salvador, $33 million in education loans were quickly reprogrammed to finance reconstruction of schools damaged in the two earthquakes of January-February 2001 and, as mentioned above, $142.6 million was approved in FY2002 to rebuild and restore severely-damaged health facilities.  The Bank has also helped Nicaragua, Honduras, and Belize rebuild after the devastation of Hurricane Mitch in 1998.  

To reduce the loss of life and property damage caused by natural disasters in the future, the Bank is supporting land-use planning, disaster preparedness and other prevention efforts in Mexico, St. Kitts & Nevis, St. Lucia, Dominica, Grenada, and St. Vincent & the Grenadines.

Strengthening the public sector

Lending to sub-national governments has emerged as a major new Bank activity in LAC. The Bank is helping Argentina's Catamarca, Córdoba and Santa Fe provinces, for example, with loans totaling $707.7 million, to reform public finance and administration to ensure that decentralized health care, education, and public safety services are of high quality and accessible to the poor.

In Mexico, the Bank has supported the federal government's efforts to facilitate structural reforms in the country's states, including a $505 million fast-disbursing loan to the Estado de México, the most populous of Mexico's 32 states.  This followed a $606-million adjustment loan to the federal government to help sub-national governments borrow and manage debt, ensure transparency on federal transfers to lower levels of government, and improve intergovernmental coordination. 
On the policy side, support to Mexico has also included a study of challenges inherent in devolving responsibilities to state and municipal governments, including analysis of taxation, transfer payments, and dispute settlement mechanisms. This study was followed by the publication of a wide-ranging analysis by Bank experts of Mexico's development challenges, Mexico: A Comprehensive Development Agenda for the New Era, prepared at the request of the Mexican government. 

Two projects are helping Brazil's state governments in Bahia and Ceará improve basic education systems. Also in Brazil, the Bank has supported the government's fiscal stability program with a $758 million loan focused on fiscal discipline by states and municipalities, federal debt management, and public expenditure management. 

Financial sector & judicial reform


The Bank's support for public sector reform in LAC also includes financial and judicial systems. Major projects are under way to help countries rebuild and strengthen fragile financial systems affected or threatened by economic, financial and currency crises. In Colombia, Peru, Mexico, Uruguay and Ecuador, the Bank has extended loans amounting to almost $2 billion in support of financial sector reforms.  These include addressing the need for stronger bank supervision, deposit insurance requirements, and regulations promoting greater transparency and improved risk assessments—all of which help to increase confidence in banking systems.

               Judicial reform is a key building block for better governance and building democratic societies. Latin American judiciaries face weaknesses in organization, problems of corruption, inability to meet service demands, and low public confidence. Meanwhile, they face rising public demands for effective enforcement of laws to protect human rights, fight drug trafficking and halt violence.

The World Bank, along with partner institutions, has supported initiatives to improve access to justice by women in Ecuador and indigenous peoples in Guatemala and Bolivia. In Venezuela, Bank support has strengthened court capacities and civil society participation. In Mexico, Argentina and El Salvador, research results have been applied to address court user problems. Across the region, the Bank has facilitated knowledge exchanges among Latin American Supreme Courts, NGOs and others, as well as regional conferences. 

            Meanwhile, the World Bank Institute (WBI) supports dissemination of worldwide best practices to decision-makers in government, the private sector and civil society, by offering distance-learning courses, some of which are now video-streamed on the internet. These have included training for municipal government managers on total quality management, strategic planning, participatory governance, and anti-corruption, among others. Another WBI course, aimed at judges and senior government auditors, provides extensive training in oversight and investigation practices, enabling them to strengthen monitoring systems to check corruption.

Protecting the Natural Environment


To protect the natural environment, the Bank is supporting decentralized environmental management in Brazil, with a project that finances the country's second National Environmental Program, as well as a loan that helps the Ceará state government upgrade water conservation and implement reasonable prices for water use. Other initiatives include the Bio-diversity Protection Project in Bolivia—implemented by the Bank and financed by two grants from the Global Environment Facility (GEF) worth a total of $15 million—to strengthen conservation efforts in 22 areas rich in biodiversity and representative ecosystems. 

 In 2000, Mexico joined the Meso-American Biological Corridor, a comprehensive effort by Central American countries, with support from the GEF, World Bank and United Nations Development Program, among others, to connect natural habitats from Mexico to Panama. These connections will help to sustain existing ecosystems, while also promoting viable income-earning development activities.

The Bank is also addressing urban air pollution through the Clean Air Initiative for Latin American Cities, which started operation in 1999. The initiative, aimed at reversing air pollution which is blamed for the deaths of about 200,000 people in Latin America each year, brings together city officials, NGOs, researchers and private companies, to share experiences and develop strategies to improve urban air quality in their respective cities. Partners in the initiative are Lima-Callao, Mexico City, Rio de Janeiro, Buenos Aires and Santiago. 
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