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Foreword

The main purpose of this document is to address the structural causes of northward
migration from the countries of northern Central America (El Salvador, Guatemala
and Honduras and south-southeast Mexico. This process is associated with factors
such as poverty, inequality, unemployment and the impact of natural disasters. The
scale and severity of the situation have only increased with the coronavirus disease
(COVID-19) pandemic.

[t is therefore urgent to implement concrete strategies, policies and projects to make
migration an option, not a necessity imposed by deprivation.

This means undertaking specific actions aimed at achieving economic growth with
employment and attaining greater well-being, with a comprehensive vision and in
the framework of a new development pattern.

On 1 December 2018, on the occasion of the inauguration of President Manuel Lépez
Obrador of Mexico, the Presidents of El Salvador, Guatemala, Honduras and Mexico
signed a declaration in which they laid the foundations of understanding for a new
relationship between the four countries through a Comprehensive Development Plan.
The four signatory countries expressed their willingness to deepen cooperation on
development and migration to make human mobility a choice rather than an obligation,
and requested technical support from the Economic Commission for Latin America
and the Caribbean (ECLAC) in the design and implementation of the initiative.

Although this approach was already relevant at the end of 2018, now, in the light of
the difficult lessons learned from the COVID-19 pandemic, it is even more valid and
more urgent.

In accordance with this mandate, ECLAC prepared a comprehensive proposal with
guidelines for action based on local, national and subregional realities. The aim of
the Comprehensive Development Plan is to contribute to ensuring that migration
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in these countries is safe, orderly and regular and, at the same time, to tackle its
structural causes in order to enhance people’s well-being and ensure that human
mobility is a free choice !

On 20 May 2019, ECLAC submitted a Comprehensive Development Plan proposal centred
on three components: analysis of the economic, social and environmental situation;
identification of areas of opportunity; and formulation of policy recommendations.
These recommendations were grouped under four pillars: (i) economic development;
(i) social well-being; (iii) environmental sustainability, climate change and adaptation,
and disaster risk reduction; and (iv) comprehensive management of the migration
cycle. The first phase of this initiative was implemented in constant consultation
with the national authorities and with contributions from a number of institutions, in
particular funds, programmes and specialized agencies of the United Nations system
(see the following diagram).

Diagram
Funds, programmes and specialized agencies of the United Nations system that contributed to the Comprehensive
Development Plan for El Salvador, Guatemala, Honduras and south-southeast Mexico
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Source: Economic Commission for Latin America and the Caribbean (ECLAC).

I The objectives of the Comprehensive Development Plan are compatible with those of the Global Compact
for Safe, Orderly and Regular Migration: to mitigate the adverse and structural factors that hinder people
from building and maintaining sustainable livelihoods in their countries of origin; to reduce the risks
and vulnerabilities migrants face at different stages of migration by respecting, protecting and fulfilling
their human rights and providing them with care and assistance; to address the legitimate concerns
of transit and destination States and communities; to create conducive conditions that enable all
migrants to enrich societies; and to facilitate their contributions to sustainable development at local,
national, regional and global levels. See United Nations, Global Compact for Safe, Orderly and Regular
Migration (A/RES/73/195), 2019 [online] https://undocs.org/en/A/RES/73/195.
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On 12 September 2019, the Secretary-General of the United Nations established a special
coordination mechanism, chaired by the Executive Secretary of ECLAC, to facilitate
effective and integrated support by the funds, programmes and specialized agencies
of the United Nations system to the Governments of the four countries. This document
forms part of that mandate and seeks to streamline the process and to prepare an
implementation agenda based on proposals stemming from the countries’ needs and
the experience of different regional and international institutions, in accordance with
international human rights laws, with a view to influencing the implementation of
the Sustainable Development Goals (SDGs) and the Global Compact for Safe, Orderly
and Regular Migration. The jointly prepared set of proposals is at the heart of this
initiative, providing the impetus and realism that the Plan requires.

This document incorporates the contributions to the Comprehensive Development Plan
on which the United Nations system is working or that it proposes to take forward.
There are both individual actions and actions coordinated between two or more funds,
programmes or specialized agencies. Individual actions include: (i) those that are currently
being implemented and are related to Comprehensive Development Plan proposals;
(ii) actions and programmes that will come into operation in the 2020-2021 period,
have financing and possess significant synergies with Comprehensive Development
Plan objectives; and (iii) new projects to be incorporated into the set of proposals as
they come on stream. In the case of coordinated actions, funds, programmes and
specialized agencies at the regional level will form issue-based coalitions around the
four Comprehensive Development Plan pillars.

Since its inception, the Comprehensive Development Plan has recognized the importance
of the efforts and outcomes of the integration process deployed in Central America, in
particular by the regional bodies and institutions of the Central American Integration
System (SICA). For decades, Central America has been making significant efforts and
has been allocating resources to deepen ties and promote integration between the
countries in the subregion, which has resulted in the emergence of various institutions
and spaces for dialogue and cooperation. In addition, the Central American regional
space has mechanisms for liaising and cooperating with its neighbours, especially
Mexico, such as the Tuxtla Mechanism for Dialogue and Coordination, the Mesoamerican
Integration and Development Project and the Alliance for Prosperity in the Northern
Triangle 2 The Comprehensive Development Plan is aligned with these efforts and
builds synergies in such areas as cooperation on trade facilitation, energy integration
and managing the risk of extreme weather events.

History has shown that the Central American countries are capable of building
agreements with innovative integration processes, as well as of entering into cooperation
commitments with other Latin American countries, in particular Mexico. This new,
ECLAC-coordinated, collective proposal wholeheartedly embraces the spirit of the
Contadora Act for Peace and Cooperation in Central America and the principles of

2 In 1996, the Tuxtla Mechanism for Dialogue and Coordination was formalized as a space for political
dialogue, the consolidation of peace and democracy and the promotion of cooperation between Mexico
and the Central American countries. Subsequently, the Puebla-Panama Plan, which in 2008 became the
Mesoamerican Integration and Development Project, consolidated the spirit of cooperation between
Central America and Mexico and Belize, Colombia and the Dominican Republic subsequently joined
it. Since 2008, within the framework of the Summit of Heads of State and Government of the Tuxtla
Mechanism for Dialogue and Coordination, the Mesoamerican Integration and Development Project
has become a space for cooperation that facilitates the exchange of experiences and good practice,
consensus- and capacity-building and the identification of resources to tackle regional priorities.

1
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the Esquipulas Accords, with an emphasis on peace, justice, solidarity, development,
international cooperation and respect for the sovereignty of States. Those two eras
of diplomacy should serve as inspiration for the new relationship that El Salvador,
Guatemala, Honduras and Mexico are seeking to forge in order to address jointly the
development challenges of the twenty-first century, including human mobility.

In recent years, human mobility (migration and forced displacement) from northern
Central America has been at its most dramatic and complex, with the number of
migrants in transit, returnees, unaccompanied minors and asylum-seekers having
increased, as has the number of complete families and high-visibility caravans
transiting through those countries and Mexico. Faced with this reality, which has
raised human mobility to the highest priority on political and development agendas,
the United Nations system is seeking to coordinate and generate actions that help
to address the migration cycle comprehensively (origin, transit, destination and
return), from a perspective that is not only humanitarian, but also economic, social,
environmental, and centred around human security and human rights.

In parallel, on 14 August 2019 the nine state governments of Mexicds south-southeast
region (Campeche, Chiapas, Guerrero, Oaxaca, Puebla, Quintana Roo, Tabasco, Veracruz
andYucatan) signed the Oaxaca Pact. Within the framework of the National Conference
of Governors (CONAGO) and its Commission for the Comprehensive Development
of the South-Southeast Region, these states will coordinate to attract growth and
development and to mitigate poverty. The Oaxaca Pact provides for the creation and
rehabilitation of railway, road connectivity, port and energy infrastructure projects. As
the Comprehensive Development Plan is aligned with and complements and boosts
the Oaxaca Pact, the Plan’s actions in Mexico will focus on these nine states.

On the occasion of the inauguration of President Alejandro Giammattei of Guatemala
on 15 January 2020, the ECLAC Executive Secretary reported on the Comprehensive
Development Plan’s progress to the President of Guatemala and the foreign ministers
of El Salvador, Guatemala, Honduras and Mexico. In bilateral meetings with the
ECLAC Executive Secretary, the countries’ presidents and foreign ministers appointed
institutions and officials to prioritize Comprehensive Development Plan projects and
programmes in their respective countries. Subsequently, ECLAC officials visited the
four countries and worked with the designated officials and their staff to establish
linkages between the Comprehensive Development Plan and national development
plans, Government plans and national goals and priorities. High-level officials in
each country prioritized, selected and developed the initiatives contained in the
Comprehensive Development Plan.

The proposals in the Comprehensive Development Plan are innovative responses
designed to renew and strengthen the relationship between northern Central America
and the states of south-southeast Mexico. The proposals relaunch and scale up
regional integration, building on existing achievements.

Effective implementation of the regional, national and local projects in the Comprehensive
Development Plan will be a result of the actions of: national and local governments;
regional integration institutions; private-sector and civil-society representatives; funds,
programmes and specialized agencies of the United Nations system; international
financial institutions; and donors of the funds needed to implement this agenda.
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Against this backdrop, this document charts a path towards an economically efficient,
socially inclusive and environmentally sustainable style of development that meets
the pressing demands generated by long- and short-term situations. It fosters
economic development in countries of origin to enhance people’s well-being, founded
on a human security and human rights approach. The proposal identifies innovative
responses based on renewing and strengthening the relationship between northern
Central America and Mexico, relaunching and scaling up integration. Adopting this
perspective, the Comprehensive Development Plan:

- Incorporates a human rights and human security approach (employment, income,
education, social protection, public safety and livelihoods).

- Puts people’s human rights at the centre.
- Strengthens national efforts and priorities.
- Proposes development policies for lagging areas.

- Values, protects and capitalizes on the subregion’s natural wealth and cultural
diversity for the benefit of its population.

- Explores synergies and promotes regional integration.
- Includes human mobility within a vision of sustainable development.

- Incorporates a comprehensive view of the migration cycle (origin, transit, destination
and return).

- Re-examines matters relating to governance, institution-building and the creation
of safe spaces in the cities and places of origin and the transit spaces of migrants
in order to analyse and address them.

The pre-pandemic diagnosis already revealed the structural problems posed by
economic development, welfare and social protection, environmental degradation
and vulnerability to disasters, as well as the strong pressures that all this implies for
forced and unsafe migration. As mentioned earlier, all these factors have worsened
in the current context, where neither events, nor possible exit scenarios, nor the final
toll of this major crisis can be predicted.

The complex reality of human mobility in this subregion stems from economic reasons,
violence, the pursuit of family reunification and pressures arising from global warming.
[t encompasses regular migration, irregular migration, internal displacement and
the movement of unaccompanied minors, refugees and asylum-seekers. It is not a
short-term phenomenon but rather a structural condition.

As all the indicators show, these structural determinants have worsened and deepened
as a consequence of the pandemic, to levels that would have been difficult to predict
just a few months ago. It is therefore no exaggeration to point out that a social
process with the characteristics of a humanitarian crisis is now compounding the
already complex mobility phenomenon.

In his presentation of “Policy Brief: The impact of COVID-19 on Latin America and
the Caribbean,” Anténio Guterres, Secretary-General of the United Nations, warned that
the entire region is experiencing the worst economic, health, social and humanitarian

13
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crisis in a century3 That is the scale of the challenge that lies ahead. For the four
countries involved in the Comprehensive Development Plan, this would lead to a sharp
decline in economic growth, a significant increase in poverty and extreme poverty,
violence and greater inequality, as the ECLAC COVID-19 Observatory in Latin America
and the Caribbean has been pointing out.*

Just to give an idea of the depth and momentum of the process we are experiencing,
ECLAC has estimated that the economies of all four countries will experience negative
growth in 2020: -8.6% in El Salvador, -2.5% in Guatemala, -8.0% in Honduras and
-9.0% in Mexico.> This weak economic performance is expected to be accompanied
by a sharp increase in poverty throughout this subregion: 6.5 percentage points in
El Salvador, 3.0 percentage points in Guatemala, 4.2 percentage points in Honduras
and 7.6 percentage points in Mexico.® All this is compounded by the fact that, even
before the health crisis, these countries had the highest poverty rates in Latin America
and the Caribbean. Historically, several of the nine Mexican states involved in the

)

Comprehensive Development Plan have had the highest poverty rates in the country.

If the outlook was already complex before the pandemic, now it is even more serious,
making the need to act even more urgent. There is a real risk that the post-pandemic
period will confront us with less dynamic economies, more impoverished populations
and more polarized societies— and this risk should not be underestimated.

We therefore consider the human security approach underpinning the Comprehensive
Development Plan to be of the greatest importance— only with a comprehensive vision
(that places people at the centre and allows them to access essential livelihoods and
meet their various human needs, while guaranteeing them a life free from violence
and helping to build a culture of peace) will it be possible to achieve development
objectives and, in so doing, transform human mobility from a necessity to a free choice.

The COVID-19 pandemic has laid bare our weaknesses and this global event has
revealed that a style of development based on deepening inequalities, increasingly
insecure social reproduction, environmental degradation and weakened multilateralism
and international cooperation is unsustainable.

This awareness underlies the different assumptions that the world will not and should
not be the same after the pandemic and that, consequently, it is high time to discuss the
foundations of a new regime of accumulation, a different welfare and social protection
system, a new global environmental agreement and a global, regional and subregional
governance commensurate with the challenges we face as a species and as a planet.

A closer look reveals that these are the objectives defined in the 2030 Agenda for
Sustainable Development, whose validity and relevance is evident, although the
conditions for achieving them have now become much more complex and adverse.
It is important to emphasize that this is a crisis of uncertain outcome.

> See United Nations, “Policy Brief: the Impact of COVID-19 on Latin America and the Caribbean”, 2020
[online] https://www.un.org/sites/un2.un.org/files/sg_policy_brief_covid_lac.pdf.

4 See Economic Commission for Latin America and the Caribbean (ECLAC), “COVID-19 Observatory in
Latin America and the Caribbean: economic and social impact”, 2020 [online] https://www.cepal.org/
en/topics/covid-19.

> See Economic Commission for Latin America and the Caribbean (ECLAC), Preliminary Overview of the
Economies of Latin America and the Caribbean 2020 (LC/PUB.2020/17-P), Santiago, 2020

5 See Economic Commission for Latin America and the Caribbean (ECLAC), “Addressing the growing
impact of COVID-19 with a view to reactivation with equality: new projections”, Special Report COVID-19,
No. 5, 2020 [online] https://repositorio.cepal.org/bitstream/handle/11362/45784/S2000470 _
en.pdf’sequence=1&isAllowed=y.
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There is a range of possible futures that depend on the immediate responses of
Governments and society to the pandemic, as well as on its long-term consequences.
This is the time to consider how to use economic stimulus packages in rebuilding
economies and society to support a long-term change towards greater social equality
and towards sustainable and inclusive practices. By taking a short-term approach,
we are gambling with the long term future. How we recover is just as important as
the recovery itself. The following assertion by the United Nations in the policy brief
presented by the Secretary-General in July 2020 is therefore of paramount importance:

Recovery from the pandemic should be an occasion to transform
the development model of Latin America and the Caribbean while
strengthening democracy, safeguarding human rights and sustaining
peace, in line with the 2030 Agenda for Sustainable Development.”

This can be summed up in the concrete and powerful proposition:

In Latin America and the Caribbean, building back better implies building
back with equality®

While these assertions are important for the whole of Latin America and the Caribbean,
they are of particular relevance to the four countries involved in the Comprehensive
Development Plan because many of the structural problems requiring solutions are
both widespread and concentrated in these particular countries.

We start from the premise that signs of exhaustion of the prevailing style of development
(including increasing flows of migrants and refugees) were there before the pandemic
and that its serious economic and social effects will persist afterwards. COVID-19
has intensified and accelerated a crisis that had been evolving for years.

Although common challenges are observed across the subregion, the magnitude
of the effects will differ and, to a large extent, will reflect each country’s response
to containing the health crisis and tackling the consequences of a socioeconomic
crisis exacerbated by the external shock stemming from a crisis in the economic
and environmental model. The effects will also be influenced by such factors as
each country’s economic structure, institutions and history and the way in which it
is integrated into the global economy.

However, one cannot fail to note that it is very difficult to find solutions and ways
forward solely within the framework of national structures. Deepening international
cooperation and strengthening integration are crucial to designing a new development
model. The Comprehensive Development Plan therefore brings together the four
countries as a subregion that needs to strengthen its ties, cooperation and integration,
particularly with south-southeast Mexico.

It is important to reassess the role of integration at a time of far-reaching changes
that are shaking the foundations of the economy, society and international relations.
These changes call for more and better integration and a framework of respect
for multilateralism and international rules that facilitate achievement of the SDG
targets and the economic and social development of small economies such as

’ United Nations, “Policy Brief: the Impact of COVID-19 on Latin America and the Caribbean”, 2020
[online] https://www.un.org/sites/un2.un.org/files/sg_policy_brief_covid_lac.pdf.

8 United Nations, “Policy Brief: the Impact of COVID-19 on Latin America and the Caribbean”, 2020
[online] https://www.un.org/sites/un2.un.org/files/sg_policy_brief_covid_lac.pdf.
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those in Central America. Such changes also pose challenges for large economies
such as Mexicds, with respect to their relations and integration policies with the rest
of Latin America, Central America and the Caribbean, specifically with El Salvador,
Guatemala and Honduras.

Reinterpreting the role of integration begins with identifying the changes and
challenges that will face the subregion after the COVID-19 pandemic. The position
of the countries in the subregion is doubly weak in the new environment: on the
one hand, they are very open economies that have succeeded in becoming deeply
integrated into global production processes through trade and investment; on the
other hand, they are small economies with little room for manoeuvre. This makes
integration and multilateralism necessary and vital paths for the subregion.

To state that the pandemic has exposed structural problems is also to acknowledge
that any analysis of its consequences and implications should not be limited to its
short-term effects. These effects are varied and, in many respects, serious. However, at
this critical juncture, the focus should not be solely on short-term effects and impacts.
It is also necessary to resist the temptation to consider the pandemic as a blip or
brief hiatus, rather than as the manifestation of an extreme situation demanding a
shift in direction, a turning point in the face of what is increasingly considered as a
crossroads facing our civilization. In the short term, it is essential to envision and
remember the long term.

When delivering the 18th Nelson Mandela Annual Lecture on 18 July 2020, the
Secretary-General of the United Nations made a powerful appeal, in light of the
consequences of COVID-19, to tackle the inequality pandemic, to build a new social
contract and to endow society with a new global deal for what can be called a new era.

In the words of the Secretary-General:
COVID-19is a human tragedy. But it has also created a generational opportunity.
An opportunity to build back a more equal and sustainable world.

The response to the pandemic, and to the widespread discontent that
preceded it, must be based on a New Social Contract and a New Global
Deal that create equal opportunities for all and respect the rights and
freedoms of all.

This is the only way that we will meet the goals of the 2030 Agenda for
Sustainable Development, the Paris Agreement and the Addis Ababa Action
Agenda— agreements that address precisely the failures being exposed
and exploited by the pandemic.

A New Social Contract within societies will enable young people to live in
dignity; will ensure women have the same prospects and opportunities as
men; and will protect the sick, the vulnerable, and minorities of all kinds.?

°  United Nations, “Secretary-General’s Nelson Mandela Lecture: “Tackling the Inequality Pandemic: a
New Social Contract for a New Era” [as delivered]”, 18 July 2020 [online] https://www.un.org/sg/en/
content/sg/statement/2020-07-18/secretary-generals-nelson-mandela-lecture-%E2%80%9Ctackling-
the-inequality-pandemic-new-social-contract-for-new-era%E2%80%9D-delivered.
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In the same spirit, he makes an urgent appeal:

Let’s face the facts. The global political and economic system is not
delivering on critical global public goods: public health, climate action,
sustainable development, peace.

The COVID-19 pandemic has brought home the tragic disconnect between
self-interest and the common interest; and the huge gaps in governance
structures and ethical frameworks.

To close those gaps, and to make the New Social Contract possible, we
need a New Global Deal to ensure that power, wealth and opportunities
are shared more broadly and fairly at the international level.

A new model for global governance must be based on full, inclusive and
equal participation in global institutions.

Without that, we face even wider inequalities and gaps in solidarity —like those
we see today in the fragmented global response to the COVID-19 pandemic'©

All the signs are that the pandemic is bringing us to the end of a way of producing,
exchanging, distributing and consuming, to the exhaustion of a style of development,
of the regime of accumulation. That is what we mean when we say that we are facing
a new era.

In the subregion, the regime of accumulation (the set of norms, institutions,
regulations and social relations around which the processes of production, circulation,
distribution and consumption are structured during a historical period and with a certain
technology base) has been characterized by a number of factors, with differences
and nuances between countries, including: high concentration of property, wealth
and income; strong trends towards financialization; growing and, in some cases,
disadvantageous integration into the global economy and hyperglobalization; great
structural heterogeneity; a marked trend towards primarization, extractivism and low
production diversification; strong prevalence of capital over labour and deterioration of
the functional distribution of income; high market power of companies and propensity
for oligopolization; persistence of rentier and concentration practices; large overlap
between political power and economic power; weak and inadequate taxation, with
many regressive components; lax environmental regulations; a highly fossil fuel-reliant
energy mix; and inadequate, fragmented, hierarchical welfare and social protection
systems prone to commodification and residualism.

This is the structure underpinning the culture of privilege, which, in recent years (as
demonstrated by the COVID-19 pandemic) has shown increasingly that it leads to poor
economic growth, high inequality, persistent poverty and environmental degradation,
four factors that constitute structural causes of human mobility. That is why the future
needs to be different— and so does the style of development.

The three dimensions of the 2030 Agenda for sustainable development (economic, social
and environmental) are interrelated and interdependent. That is why a comprehensive
development proposal is being discussed. The environmental dimension should not

10" United Nations, “Secretary-General’s Nelson Mandela Lecture: “Tackling the Inequality Pandemic: a
New Social Contract for a New Era” [as delivered]”, 18 July 2020 [online] https://www.un.org/sg/en/
content/sg/statement/2020-07-18/secretary-generals-nelson-mandela-lecture-%E2%80%9 Ctackling-
the-inequality-pandemic-new-social-contract-for-new-era%E2%80%9D-delivered.
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continue to be considered as an externality but as an integral part of the economic
and social model, that is to say, a component just as important as the other two.
Therefore it is not enough to consider solely the impact of the style of growth on the
environment; we must also examine how the environmental dimension can be turned
into a new engine of economic growth and development, in what ECLAC has called a
big push for sustainability. As stated in the 2030 Agenda, the environmental dimension
forces us to rethink and redefine existing models of production and consumption and
their interrelationships. Simply put, development either will or will not be sustainable.

It should be made clear that the COVID-19 pandemic and other epidemic crises that
have been experienced in recent times are related to such factors as the destruction
of tropical forests, trade in wild species and patterns of intensive agrifood production
with high concentration and confinement of animals. Faced with the urgent need
for a speedy economic recovery, there is also the risk of pursuing growth at any cost
without incorporating, or discounting, the imperative of sustainability. Here, too, in
short-term decisions we are gambling with the long term.

One of the many lessons learned from COVID-19 to date is that it has revealed the
limitations and weaknesses of social policies and social protection systems in ensuring
people’s well-being and guaranteeing their rights, eliminating and preventing poverty
and providing a set of certainties and assurances to enable people to fulfil their life
plans and aspirations. The pandemic has exposed the precarious conditions in which
tens of millions of people in the subregion live, in terms of work and income, effective
access to fundamental rights (starting with health), safe water and adequate housing,
all of which are basic conditions to meet health recommendations.

The welfare regime is considered as the set of relationships, norms, institutions,
rights and regulations that embody the social compact during a historical period,
through which access to well-being is (or is not) provided, or is provided to differing
degrees, by a complex and interdependent interaction between the State, the market,
households, communities and non-state public actors.

The key elements for defining the nature of a welfare regime are: the degree to
which the basic requirements of human needs are recognized as rights; the degree
of universality in effective access to and accreditation of the quality of services,
entitlements and benefits; the degree of de-commaodification and de-familiarization of
welfare components; substantive equality between women and men; de-feminization
of social service provision and access; the degree of alignment between the existing
level of economic development and people’s standard of well-being; compliance with
the principles of progressivity and maximum mobilization of resources; guaranteed
attention to requirements at the different stages in the life cycle and the creation
of intergenerational equity; consistency with the changing structure of social risks;
strong recognition for social and cultural diversity; and the degree to which it does
(or does not) reduce inequality, poverty, precariousness, discrimination, exclusion,
hierarchization and stratification.

The pandemic has exposed the deep-seated weaknesses and failings of prevailing
welfare and social protection systems in this subregion, which, with major differences
between countries, are characterized by weak or, at best, fragmented universalism
owing to the persistence of corporate schemes and to a growing trend, in recent
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decades, towards commodification and residualism. Key aspects of welfare, such as
care, also continue to be highly feminized and family-based, with a rigidly gendered
division of labour.

They have been exposed as regimes that: have failed to facilitate steady progress
towards social equality and poverty eradication; in essence, are not founded on
a rights-based approach; and maintain wide social, gender, ethnic, territorial and
age-group gaps. Taken as a whole, they lead to inadequate enjoyment of social rights,
low social mobility, high levels of precariousness and limited social protection, as the
COVID-19 pandemic has highlighted.

All this shows that the economic, social and environmental factors behind the escalation
of migration, refugee and internal displacement processes not only persist but have
worsened. Recent information on deteriorating living conditions in the Central America
Dry Corridor and other regions points not only to the intensification of human mobility
but also, as noted earlier, to a burgeoning humanitarian crisis.

Therefore, the central tenet of the Comprehensive Development Plan is the need for
a new type of development for the subregion from the perspective of sustainability,
human security and human rights. The Plan comprises 29 policy recommendations
and 114 specific project proposals grouped into the aforementioned four pillars:
economic development; social well-being; environmental sustainability, climate
change and adaptation, and disaster risk reduction; and comprehensive management
of the migration cycle

Following the rationale of the 2030 Agenda, the Comprehensive Development Plan
considers the four pillars as interdependent, which is why it has been designed
as a coordinated set of proposals rather than as a collection of initiatives. It aims
to serve as a link between the short term and the long term, between the fastest
possible improvement in people’s living conditions and the creation of a new style of
development, a different welfare and social protection regime, guaranteed sustainability
and human mobility consistent with the rights-based approach. The Plan is therefore
also part of this subregion’s contribution to compliance with the Global Compact for
Safe, Orderly and Regular Migration.

As stated earlier, this Comprehensive Development Plan is the result of rich dialogue,
lively interaction and deep deliberation between ECLAC, the funds, programmes and
specialized agencies of the United Nations system and the national Governments of
El Salvador, Guatemala, Honduras and Mexico, as well as the subnational governments
of the nine states of south-southeast Mexico involved in the Plan. Although the
presidents of the four countries commissioned ECLAC to draw up the document in
December 2018, the end product is the result of a collective effort involving multiple
actors, where many voices were heard and a wide range of contributions were
collected. All this enhanced the Comprehensive Development Plan and made it more
all-encompassing.

To operationalize the Comprehensive Development Plan, this document makes
project proposals available to the Governments of the countries, Central American
regional integration institutions, funds, programmes and specialized agencies of the
United Nations system, international financial institutions and potential donors, to
initiate implementation of this cooperation and development strategy for El Salvador,
Guatemala, Honduras and south-southeast Mexico.

19



20

COMPREHENSIVE DEVELOPMENT PLAN

It is no exaggeration to say that we are at a turning point. The decisions made
during these crucial months are likely to determine the path countries will take in
the coming years, if not longer. Diagnosis, recommendations and inputs, as well as
proposals prepared jointly with Governments, are the backbone of the Comprehensive
Development Plan for El Salvador, Guatemala, Honduras and south-southeast Mexico.

However, they are just means to achieving the key aims: to improve economic
performance; to enhance social well-being; to guarantee sustainability; and to ensure
voluntary human mobility with full respect for human rights. After the pandemic, it
will be crucial to strive to rebuild better, in a different way and, above all, with equality
at the centre.

Alicia Barcena
Executive Secretary of the Economic Commission
for Latin America and the Caribbean (ECLAC)

Coordinator of the Special Coordination Mechanism
to support implementation of the Comprehensive Development Plan
of the Northern Countries of Central America and Mexico



General and specific objectives

Create a sustainable development space across El Salvador, Guatemala, Honduras
and south-southeast Mexico
Enhance well-being and make migration a choice rather than an obligation

Promote initiatives to improve economic performance, attract investment, increase
trade, foster income generation and boost the creation of decent, worthwhile work,
first and foremost in the territories that are more predisposed to migration

Promote universal access to social rights and well-being for equality

Promote sustainability, resilience to climate change and comprehensive risk
management, to mitigate the impact of climate change as a driver of migration

Guarantee the fundamental rights, care, protection, security and dignity of people
throughout the migration cycle (origin, transit, destination and return), fostering safe,
orderly and regular migration

Geographic coverage of the Comprehensive
Development Plan for El Salvador, Guatemala,
Honduras and south-southeast Mexico
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Comprehensive Development Plan for El Salvador,
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Enabling infrastructure development programme

No. Name of proposal

11 Connecting Mexico to the Electricity Interconnection System for the Countries of Central America (SIEPAC) and second
SIEPAC circuit

12 Gas pipeline between Mexico and the countries of Northern Central America

13 Logistic corridors, co-modal integration and development

14 Universal access to electricity generated by renewable energy sources in the countries of Northern Central America and
the southern and south-eastern states of Mexico

15 Pacific Plan, El Salvador (*)

1.6 North-south rail link, Guatemala (*)

17 Development of rural roads, Guatemala (*)

1.8 Modernization and improvement of drinking water and sanitation services, Honduras (*)

19 Road infrastructure logistics, Honduras (*)

110  Strategic investments for the energy subsector, Honduras (*)

111 Development of the Isthmus of Tehuantepec: multimodal interoceanic corridor (*)

112 Autonomous solar panel infrastructure for pumping water in rural communities, State of Campeche (*)

113 Reconstruction of interregional feeder roads, State of Chiapas (*)

114 Modernization and expansion of Port Chiapas, State of Chiapas (*)

1.15 Highway between Acapulco International Airport and the new tourist development on the Pacific coast, State of Guerrero (*)

116  Rehabilitation of the market area of the Margarita Maza de Judrez Wholesale Market, State of Oaxaca (*)

117 Highway to the Papaloapan basin bypass for the city of Tuxtepec, State of Oaxaca (*)

118  Access road to the new Port of Frontera, State of Tabasco (*)

119  Industrial and logistical infrastructure for trade with Central America, State of Tabasco (*)

120  Multimodal cabotage terminal in Alvarado, State of Veracruz (*)

121  Distributed power generation project, State of Yucatan (*)

1.22  Improving connectivity and mobility conditions in the most underdeveloped municipalities, State of Yucatan (*)

(*) Projects prioritized by the Governments of the Northern Central American countries, the Government of Mexico, or the states
of South-Southeast Mexico.



ECONOMIC DEVELOPMENT PILLAR 29

Proposal 1.1

Connecting Mexico to the Electricity Interconnection System for the
Countries of Central America (SIEPAC) and second SIEPAC circuit

DECENT WORK AND

1 GLIMATE
ECONOMIC GROWTH

ACTION

i | ©

Implementing agencies:

Directing Council of the Central American Regional Electricity Market (CDMER), which comprises the
Ministers of Energy or their representatives, and Mexicds Secretariat of Energy (SENER).

Geographical coverage:

The territorial scope of this project covers the six Central American countries, primarily the countries of
Northern Central America (El Salvador, Guatemala and Honduras).

Number of beneficiaries:

Around 42 million people in the Central American subregion connected to the electric grid. The countries’
productive sectors will also benefit.

Main topics:

- Energy integration and electricity interconnection in Mesoamerica

- Economic development

- Lower electricity prices

- Improved security and reliability of the electricity supply

- Diversification of the energy supply matrix through clean, renewable energy

Context

The infrastructure of the Electricity Interconnection System for the Countries of Central America (SIEPAC)
is a network of some 1,800 km and one 230 kV circuit built by the Central American countries between
2006 and 2014 to support the optimal, rational and efficient development of electricity resources in the
subregion and to secure the benefits of the development and coordinated operation of an interconnected
electricity grid. The electrical interconnection between Mexico and Guatemala began commercial operations
in late 2010. It comprises a 400 kV line with a length of 103 km (32 km on the Mexican side and 71 km
in Guatemala), and the transmission towers are equipped to receive a second circuit.

The electrical interconnection project between Mexico and SIEPAC will improve the security, continuity
and competitiveness of the electricity service in the Central American countries and Mexico, particularly
as regards the three Central American countries addressed by the Comprehensive Development Plan.
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Along with the construction of the second SIEPAC circuit, this will enable the benefits of the Regional
Electricity Market to reach all the inhabitants of the region’s countries, which is one of the goals of the
SIEPAC Framework Treaty for the Central American Electricity Market. It will also bolster the security and
continuity of the electricity supply, particularly during emergency situations (for example, at times of
drought, tropical storms and other extreme events).

The efficiency and competitiveness of the electricity markets will improve as energy is allowed to flow
from the nodes and regions where it is cheaper to produce to those where it is more expensive, with
the resulting drop in production costs and energy prices. Clean energy that cannot be used in a country
at a given time can be sent to neighbouring countries, thereby allowing reductions in the use of fossil
fuels and in payments made to import them (lower dependence on foreign energy sources). All of this
furthers the pursuit of SDG 7 by increasing the share of renewable sources in the energy mix; it also
reduces the generation of greenhouse gases, provided that the operating regulations are adapted to
ensure that renewables compete with conventional thermoelectric energy on appropriate terms.

Under the current conditions, of all the Central American countries, only Guatemala is able to trade in
electricity with Mexico. Due to operational security restrictions, an increase in the level of transactions
between Mexico and Guatemala requires opening links between Guatemala and Honduras and between
Guatemala and El Salvador.

This problem has been discussed in great detail by the technical agencies of the Central American
Regional Electricity Market (MER). At the fifteenth Summit of the Heads of State and Government of
the Tuxtla Mechanism for Dialogue and Coordination,! the following matters were among those agreed
upon in connection with the energy sector: (i) to instruct the competent institutions and agencies to
develop a suitable framework for cooperation between the new Mexican Electricity Market and MER,
providing the construction and adaptation of complementary infrastructure for integrating Mexico
into SIEPAC, and (ii) to instruct the agencies responsible to define a working agenda to harmonize the
regulatory arrangements in order to allow international energy flows between Mexico and the countries
of Central America.

Objective

Improve the security, continuity and competitiveness of the electricity service in the Central American
countries and Mexico, particularly the four countries involved in this Comprehensive Development Plan.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Determination of users, rates, Design of the Mexico-SIEPAC Design and approval of the Mesoamerican 6 months
connection points and existing electricity market (% progress). electricity market in Mexico and the countries

capacities of the Mexico-SIEPAC of Central America.

electricity system.

Pre-investment studies finalized Pre-investment studies (% progress). Production of engineering feasibility studies for 12 months
and approved. the Mexico-SIEPAC electricity interconnection.

Production of engineering and feasibility studies
for the second SIEPAC circuit.

1 Comprising the nations of Belize, Colombia, Costa Rica, the Dominican Republic, El Salvador, Guatemala, Honduras, Mexico,

Nicaragua and Panama. The Summit took place in Guatemala on 26 June 2015.
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Expected outcomes, progress indicators and goals (concluded)

Expected outcome Indicator Goal Period
Regulatory and institutional Regulatory adjustments and Regulation and institutional framework for the 26 months
harmonization of the Mexican interfaces approved (% progress). development of the SIEPAC-Mexico electricity
and SIEPAC electricity markets. market approved.
Funding for construction work. Funding approved for the Approval of funding for the construction of the 32 months
construction of_the second SIEPAC  second SIEPAC circuit.
circuit and Mexico-SIEPAC Approval of funding for the Mexico-SIEPAC
interconnection (% progress). interconnection.
Construction of the second SIEPAC  Construction and launch (% progress, Acquisition of missing rights of way, contracting 32 to 68
circuit and the infrastructure for km of lines built, km of equipment  and performance of works, launch. 1800 km of months
the Mexico-SIEPAC interconnection.  for the second SIEPAC circuit, works for the second SIEPAC circuit and 225 km
km of new rights of way, number for the Mexico-SIEPAC interconnection, plus the
of substations). necessary substations (new and expanded).

Main activities
- Finalization and approval of the design for the electricity market between Mexico and the countries
of Central America.

- Creation or adaptation of the agencies and ad hoc mechanisms for regulating transactions and
overseeing the electricity market between Mexico and the SIEPAC countries.

- Studies into the feasibility, climate-event resilience and engineering of the Mexico-SIEPAC
electrical interconnection.

- Studies into the feasibility, climate-event resilience and engineering of the second SIEPAC circuit.

« Regulatory harmonization of the Mexican and SIEPAC electricity markets.

- Construction and launch of the electrical interconnection between Mexico and the SIEPAC countries.
- Updating of the feasibility and engineering studies of the second SIEPAC circuit (around 1,800 km).
- Construction and launch of the second SIEPAC circuit.

Project governance

An ad hoc Executing Unit for the execution of the Mexico-Central America interconnection project will
be established.

The second SIEPAC circuit will be implemented and overseen by the SIEPAC Network Ownership
Company (EPR), a multinational body with offices in each of the Central American countries’ capitals.
Possible synergies with other initiatives

Both projects (the Mexico-SIEPAC interconnection and the second SIEPAC circuit) will provide the basic
infrastructure for the Clean Energy Corridor of Central America, an initiative that has been proposed by
the International Renewable Energy Agency (IRENA).

Duration

A duration of seven years has been estimated (from 2020 to 2026).

Budget: uss 530,000,000



COMPREHENSIVE DEVELOPMENT PLAN

32

(OV1D3) Ueaqqlie) a4yl pue edaLWY UIRET J0J UOISSILULIOD) JIWOUO0DT :824N0S

“U0132NJISUOD pue
BunaauIdua ‘ugisap
128f04d U1 d1d D13 4E J)IM
183 Saluedwiod a1elld

(4yD) uonelodio)
1UaWdo)3A3Q ueapuy
“lueg pLop (13avD)
UOIIBISRIU] JIWOU0IT 10}
yueg uednswy 1enua)
'(ga1) yueg uawdojanaq
Ul EITAET)|

(YNTD) Aousdy A31eu3
9]qeMmauay JeuoieulaIu] Aueuwsas) : BN K119
‘uoiun ueadoin3 ‘0d1xapy (QIIXINY) _Awm%mmum w_mv_u:w,_g/w._sw%_w
uoiesadoo) uawdojanag 3L J0 10uno) BunJaig a1
JeuoneuIBIUT o AOU3BY UdIX3|N PUE (3{D) UOMIBUUOIA]
‘(A810u7 Jo uaweda 12112313 Joj UOISSILILIOD)
pue a1e3s Jo Juawedsq Jeuoigay Aq panoidde pue

‘uawdoranaq jeuonewu]  (Oy103) Ueaqqued ayy - Auug JojesadQ jeuoiday ayl
104 £oUady S3181S PaAIILN) pue edlawy uize]Jo}  Aq paledaid) ueyd uoisuedxs
£1115ds0ld 10§ 32UBIY BYI JO UB]d  UOISSILILLIOY) JIWOUOIT UOISSIWSUBIY JRUOIZY

“SOWILLEIZ0I pUB
sueid uonesaua3
01119919 1euonEN
‘Sawiwesdoud pue
sued uoIssiwsue

U2 YIS
puod3s pue Jyd3IS

10119919 1BUONEN 01 0JIX3| BUNIBULOD)

SQ9N ‘10303S d3eALd

suoiNyIsul eueuly

sowwei3oid pue
uoilesadood jeuoieuIRIu]  Sa1dUade SUOIIBN pajlu sawweli3oid jeuoi3ay

sue)d jeuonneN

1esodoid d@d

uol3aiqgns ay1 ul Aem Japun eale d13ewWwayl SIYl 01 paie)al SaAleniul JayiQ

Xauuy



ECONOMIC DEVELOPMENT PILLAR 33

Proposal 1.2

Gas pipeline between Mexico and the countries of Northern Central America

DECENT WORK AND 1 SUSTAINABLE CITIES

1 GLIMATE
ECONOMIC GROWTH AND COMMUNITIES

ACTION

il i ] ©

Implementing agencies:

Energy ministries, energy regulatory agencies (electricity and hydrocarbons) and possible participation
by state-owned electrical companies.

Geographical coverage:

This project’s main territorial coverage is the six Central American countries (around 500,000 km?), with
a particular focus on the countries of Northern Central America (El Salvador, Guatemala and Honduras,
around 242,000 km?).

Number of beneficiaries:

The direct beneficiaries will be the countries’ productive sectors (particularly those industries that make
intensive use of energy) and electricity service users (through the development of combined-cycle
power plants).

Main topics:

- Diversification of the energy mix
- Energy security

- Economic development

- Infrastructure

Context

The Central American countries are net importers of hydrocarbons, which heightens the economic and
social impact of oil shocks and has a particularly pronounced impact on the three countries that make
up the Central American Northern Triangle. In the current energy context, the international development
of natural gas offers an energy source that can serve as a transitional link towards gradual diversification
away from oil, which would reduce the Northern Central American countries’ vulnerability to fluctuating
oil prices.

The energy sector’s use of natural gas to generate electricity makes sense not only on account of the
current low prices caused by the abundance of the resource across the world, but also because it can
reduce electricity generating costs through increased energy efficiency (between 55% and 60% for a
natural gas combined-cycle plant compared to between 30% and 40% for a coal- or oil-fired thermoelectric
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plant). While natural gas is still a fossil fuel and still generates emissions, it produces fewer polluting
gases than coal or oil per unit of energy (between 40% and 50% less than coal and between 25% and
30% less than other fossil fuels) and it emits practically no solid particles; as a result, it is suitable
for use in the home (for cooking and heating), in internal combustion engines and in the combined
generation of electricity and useful heat (steam or hot water). Although Central America’s greenhouse
gas emissions account for only a very low percentage of the world total, they should be reduced not
only in the interests of global cooperation but also to address the need to adopt more efficient and
cheaper consumption technologies.

The use of gas pipelines makes the conveyance of natural gas more efficient, safer and cheaper compared
to water or ground transportation; rather than contradicting the actions of other Central American
Integration System (SICA) countries, however, the proposed network of gas pipelines complements them,
including the operations of “virtual pipelines” following the launch of the first combined-cycle generating
facility in Panama (August 2018), which will provide an energy transportation base for cabotage between
the countries of Northern Central America and those of the subregion’s south (Panama, Costa Rica and
Nicaragua), with generous possibilities of complementarity with ports in the south-eastern states of
Mexico. Finally, the construction and operation of the pipeline will contribute to the creation of jobs
(which will be determined in the pre-investment study) and the economic spillover will increase with
the economies generated in services relating to the pipeline’s operation and maintenance in different
areas of Mexico, Guatemala, El Salvador and Honduras.

Objective

Introduce natural gas and diversify the supply of hydrocarbons for the Northern Central American
countries, in order to raise the efficiency of thermoelectric generation and of industrial processes that
make intensive use of energy, reduce the use of coal and oil derivatives and bolster the energy transition
and competitiveness of the countries in question.

Expected outcomes, progress indicators and goals

Expected outcome Indicators Goals Period
New national and regional ~ Number of countries adopting national regulatory 3 countries (Honduras, 21 months
regulatory frameworks frameworks for natural gas. El Salvador, Guatemala).
for the development Number of countries adopting principles for the 4 countries (Honduras, El Salvador, 30 months
of natural gas. development and regulation of the regional natural Guatemala, Mexico).
gas market.
Improved and strengthened Number of countries approving and ratifying the 4 countries: adoption 36 months
institutional framework Mexico-Guatemala-El Salvador-Honduras Framework by the four presidents and
for natural gas in the Treaty for the supply of natural gas. parliamentary ratification.
4 countries. Number of countries creating national natural gas 4 countries: at the national level. 42 months
regulatory agencies and regional companies engaged Creation of regional supervisory
in the construction, management and regulation of and regulatory agencies.
the pipeline and the gas market.
Job creation during the Number of direct and indirect jobs during construction 6,000 direct jobs during 48 months
construction and operation  of the regional pipeline. the construction phase. after pipeline
of the gas pipeline. construction
Generation of new Number of direct and indirect jobs in the industry. 20,000 jobs in other sectors. 72 months

industrial developments.
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Main activities

Creation of a Mexico-Guatemala-El Salvador-Honduras Joint Commission for the development of
future gas pipelines and the supply of natural gas, and analysis of future gas pipelines in Mexico and
the gas supply in Mexico, in order to determine the volumes of natural gas exportable via pipelines
to Guatemala, Honduras and El Salvador and the dates when those resources will become available.

Negotiation, discussion and signature of a Framework Treaty among the countries, and the national
commitments necessary to make the project a reality.

Development of an institutional framework for the regional natural gas market and of national and
regional regulatory frameworks for the natural gas trade.

Production of pre-investment, pre-feasibility and feasibility studies and detailed engineering plans
for the gas pipelines in Guatemala, Honduras and El Salvador.

Obtaining funding; drafting and signing supply contracts; issuing tenders for reserved capacity and
gas supply; issuing tenders for works projects; and obtaining rights of way for building the main
and branch pipelines.

Promoting, coordinating, overseeing and monitoring the development of the future natural gas market
in south and south-east Mexico and the other three CDP countries.

Project governance

An ad hoc Executing Unit for project execution will be established.

Possible synergies with other initiatives

Possible synergy with the Mesoamerica Project (PM) and with the initiative for the electrical interconnection
of Mexico with the countries de Central America (Mexico-SIEPAC). It is hoped that Inter-American
Development Bank (IDB) will fund the pre-investment studies.

Duration

A duration of eight years is estimated.

Budget: uss 1,670,000,000



36 COMPREHENSIVE DEVELOPMENT PLAN

Annex

Other initiatives related to this thematic area under way in the subregion

CDP proposal National Regional United Nations International Financial Private sector, NGOs
plans programmes  agencies and  cooperation institutions
programmes
Gas pipeline Mesoamerican Mexican Agency Inter-American Energia del Pacifico (EDP,
between Mexico Integration and for International Development Bank in Acajutla, El Salvador).
and the countries Development Development (IDB). Industrial chambers and
of Northem Project (AMEXCID). Central American  thermoelectric generators
Central America. (Mesoamerica United States Agency ~ Bank for Economic  in the countries.
Project). for International Integration (CABEI).  pyring tendering,
Development (USAID). construction and launch.

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
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Proposal 1.3

Logistic corridors, co-modal integration and development

DECENT WORK AND INDUSTRY, INNOVATION

1 PARTNERSHIPS
ECONOMIC GROWTH ANDINFRASTRUCGTURE

FOR THE GOALS

o | S

Implementing agency:

&

Ministries of Public Works and Transport of El Salvador, Guatemala and Honduras, along with Mexicds
Secretariat of Communications and Transport.

Geographical coverage:

El Salvador, Guatemala, Honduras and Mexico (plus the remaining countries involved in the Mesoamerica Project).

Number of beneficiaries:

Potentially the entire population of the four participating countries and the remainder of the region.

Main topics:
- Infrastructure
- Transport

- Logistics

- Regional value chains

Context

Logistics plays a key role in production, trade and distribution. To evolve towards a more sustainable
development model, policies for the provision of infrastructure and logistics must be modified to create
the conditions for improving connectivity and territorial cohesion, to bolster connections between
modes of transport and to reduce the logistics costs and negative externalities generated by the activity.
Coordinated actions —for both the provision of infrastructure and the operation of logistics services
within an expanded subregional framework— will help create additional new business opportunities,
increase employment and general well-being and lead to the emergence of a network of more efficient
and resilient services.

Numerous national, subnational and multilateral actions are currently under way in the region for the
development of logistic corridors by road, rail and sea. Crossing Mexico and the countries of Northern
Central America, they represent investments estimated at more than US$ 2.255 million that could benefit
intraregional commerce that is estimated to be worth more than US$ 9 billion, as shown on map 1.
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Map 1
National, subnational and multilateral actions for the development of logistic corridors in Mexico

and the countries of Northern Central America
. Mesoamerican Integration
Mesoamerican trade: Corridor-Pacific Corridor: 3,244 km
US$ 40 billion (66.7% complete)

W Atlantic Corridor: 2,906 km
(24% complete)

Rail transport: 10 feasible connections

Short sea shipping: study at 49 ports
and pilot at Chiapas-Quetzal

W Tourist Corridor (1,946 km), regional
branches and connections (4,255 km)

« =« Air transport diagnostic

Intraregional trade
in Central America
US$ 9 billion
Source: SIECA, 2016]

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of information from the Executive
Directorate of the Mesoamerica Project.

Together with those infrastructure developments, Central American Integration System (SICA) recently
adopted the Central American Regional Framework Policy on Mobility and Logistics, an initiative
developed with support from ECLAC. This regional instrument provides an institutional framework for
actions intended to allow mobility and logistics to serve as a driver of social inclusion, through the
implementation of priority initiatives, programmes and projects with a high impact on competitiveness,
development and regional integration in the areas of physical infrastructure, process facilitation and
technological uptake. It involves a significant number of the actors identified above, with which the
implementation of the Framework Policy will be an effective tool in coordinating subnational actions
and the funding and operation of subregional logistics and in bringing about the regulatory convergence
of regional integration processes.

Objective

Encourage the coordination of investments and regulations related to the design, construction and
operation of infrastructure and logistics services to bolster the dynamism of the subregion’s economies
through the creation of an expanded logistics market and the countries’ productive integration.

This proposal has the following specific objectives:

1. Strengthen the existing institutional mechanisms for the incorporation of a perspective of co-modal
logistics, subregional investments, the operation and regulation of logistics services in an expanded
subregional market, the reduction of the activity’s negative social and environmental externalities
and increased resilience.
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2. Set the foundations for expanding and improving connectivity and process facilitation within the
countries to increase the dynamism of their economies through lower costs and reduced transport
times for products and persons.

3. Coordinate subregional actions and investments in infrastructure and logistics services to promote
the sustainable productive integration of the countries.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Strengthened institutional mechanisms Number of transport ministries adopting measures for the 4 36 months
for the design, funding, operation and design, funding, operation and regulation of subregional (1 per country in

regulation of subregional infrastructure infrastructure and logistics services. the subregion)

and logistics services.

Reduced costs of logistics to support the % reduction of logistics costs in the subregion’s interregional ~ 30% 60 months
increased dynamism of national economies  trade, using the 2018 operational parameters as the baseline.

and higher quality productive chains in

the subregion.

Subregional transport mix modified for % reduction in logistics costs, using the 2018 operational 30% 60 months
greater efficiency and lower carbon use parameters as the baseline.

in line with the 2030 Agenda for % of fossil fuels in the total ton/km transported between %

Sustainable Development. the subregion’s countries.

Resilient infrastructure improved and % of infrastructure investments taking resilience measures ~ 30% 60 months
expanded for more and better connectivity  into account within the total investments made in

with the territory. economic infrastructure.

Strengthened and safer logistics and % reduction in road accidents and physical security (thefts)  25% reduction 60 months
mobility services. in the subregion’s logistic chains, using 2018 as the baseline. in both

Main activities

- Assist the institutional development of the subregion’s ministries of transport and public works in
the design, funding, operation, regulation and evaluation of public policies for mobility and logistics
that promote the development and convergence of the different regional integration initiatives
existing in the subregion.

- Design and execute a subregional plan for reorienting the subregion’s transport mix towards more
efficient, competitive and carbon-free options.

- Coordinate a subregional infrastructure plan with coordinated actions and joint funding for the
construction, renovation and maintenance of the various road and rail corridors that cross the subregion.

- Adopt subregional actions to reduce the rates of road accidents, drug trafficking and theft along the
main transport corridors.

- Begin technical work towards the ratification of transport-related international agreements and
conventions by the subregion’s countries.

- Establish a technical assistance programme to improve logistics services in the subregion and speed
up the subregion’s implementation of transport-related international agreements and conventions.
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Project governance

The transport ministries of the Mesoamerican region have created the Regional Technical Commission on
Transport (CTRT), which is responsible, along with the Executive Directorate of the Mesoamerica Project,
for coordinating technical actions related to the corridor’s development. The Commission’s political
decisions are adopted by the ministers at official meetings, when documents for multilateral funding
are also signed. There is no regular schedule for those meetings, although they are generally held
in parallel to those of the Sectoral Council of Transport Ministers of Central America (COMITRAN) to
capitalize on synergies. SIECA is a part of the Inter-Institutional Technical Group (GTI), on which ECLAC,
the Inter-American Development Bank (IDB), the Central American Bank for Economic Integration (CABEI)
and other subregional agencies are also represented.

Possible synergies with other initiatives

The four countries belong to the Tuxtla Mechanism for Dialogue and Coordination and to the Mesoamerican
Integration and Development Project, which brings together the six economies of Central America (plus
Belize), Colombia, Mexico and the Dominican Republic; accordingly, they all have national actions that
are in line with this proposal.

The Secretariat for Central American Economic Integration (SIECA) has a mandate from the Sectoral
Council of Transport Ministers of Central America (COMITRAN) and resources from various sources of
cooperation for the implementation of the Central American Regional Framework Policy on Mobility and
Logistics, which was developed in recent years with close institutional support from ECLAC. Thus, one
important task will be to coordinate Mexicds participation with SIECA.

The Inter-American Development Bank (IDB) and the Central American Bank for Economic Integration (CABEI)
have financial and technical resources to support different infrastructure and services measures and
investments for these corridors in the region.

Duration

Programme implementation will take 60 months. The final four months will be spent on monitoring

the results and on defining proposals for its expansion across Central America and/or Mesoamerica.

Budget: Uss 6,215,000



ECONOMIC DEVELOPMENT PILLAR

Annex

41

Other initiatives related to this thematic area under way in the subregion

CDP proposal National Regional United Nations International Financial institutions Private
plans programmes agencies and  cooperation sector,
programmes NGOs
Creation of a regional fund for National Secretariat for ECLAC Preparation of the  Logistics infrastructure
comprehensive disaster risk  Infrastructure Central American Indicative Regional  funding programmes
management (FODE). Development  Economic Master Plan for the (IDB).
Risk management to protect  Plans. Integration (SIECA). Central American — pegylar infrastructure
public investments. Mesoamerica Project Regional Framework  fynding programme
o o Policy on Mobility (CABEI)
Productive integration: : i :
: - and Logistics (Japan
promoting regional value [ e Support for
chains between the countries Cooperation Agency implementation of
of Northern Central America the Five Priority Trade

and Mexico.

Expanding trade between
the countries of Northern
Central America and Mexico:
trade facilitation.

Harmonization of standards
and reduction of technical
barriers to trade: equalling
capacities among

the countries.

Promotion of locally based
road maintenance.

Infrastructure programme for
the territorial development
of underprivileged areas.

(JICA)-SIECA.
Secretariat for

Central American
Economic Integration

(SIECA),
European Union.

Facilitation Measures
(IDB, SIECA).

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
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Proposal 1.4

Universal access to electricity generated by renewable energy sources
in the countries of Northern Central America and the southern
and south-eastern states of Mexico

NO GOOD HEALTH QUALITY GENDER
POVERTY AND WELL-BEING EDUCATION EQUALITY

. ¢

DECENT WORK AND
ECONOMIC GROWTH

o

13 homor

3 2

Implementing agencies:

El Salvador: National Energy Council (CNE), Hydroelectric Executive Commission of Rio Lempa (CEL) and
municipal governments; Guatemala: Ministry of Energy and Mines (MEM), National Electrification Institute
(INDE) and municipal governments; Honduras: Secretariat of Energy, National Electric Energy Company
(ENEE) and municipal governments; Mexico: Secretariat of Energy (SENER), Federal Electricity Commission
(CFE), Universal Electricity Service Fund (FSUE) and municipal governments. Universities in each country.

Geographical coverage:

El Salvador, Guatemala, Honduras and the south and south-east of Mexico (586,500 km?).

Number of beneficiaries:

Directly, 15 million people (around 3.2 million homes will be equipped with solar panels and/or will
be connected to the main grid over 11 years between 2020 and 2030 and calculating 4.6 individuals
per household) and around 60,000 direct jobs. Renewable energy training for 200 professionals and
5,000 technicians in rural areas.

Main topics:

- Universal electricity access

- Small-scale use of solar energy

- Productive uses of energy

- Promotion of micro, small and medium-sized enterprises for the sale, installation, operation and
maintenance of renewable energy systems and associated services

- Sustainable management of renewable resources (watersheds, forests and biodiversity)

- Renewable energy

- Training of technicians and professionals
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Context

The absence of energy services means that populations do not have access to modern sources of energy:
they are forced to use candles, kerosene, lanterns and wood for lighting and have no other sources of
energy for other purposes such as charging telephones, television, refrigerators, water pumps, and so on.
In 2018 it was estimated that around 5.6 million people were without electricity in the Comprehensive
Development Plan’s four countries (2.1 million in Honduras, 1.9 million in Mexico, 1.3 million in Guatemala
and 0.2 million in El Salvador). Given their distance from substations and distribution transformers,
their geographical dispersion and the low levels of potential demand, providing those populations with
electricity (known as the “last mile” connection) is costly and generally not commercially attractive for
the electricity distribution companies that control the concessions in those territories (as is the case
in El Salvador and Guatemala). The absence of modern energy services is one of the factors that drive
migration to other locations in search of better living conditions.

New models must therefore be designed to further the provision of electricity services for both lighting
and other productive, domestic and community uses, with the social participation of communities
in the provision of energy services and capitalizing on the technological developments that make
distributed generation through solar panels and the creation of micro-networks a viable proposition.
The establishment of micro, small and medium-sized enterprises (MSMEs), municipal companies and
voluntary joint-ownership associations (such as rural cooperatives) will encourage the adoption of
decentralized solutions made possible by those community associations.

The provision of energy in rural areas will serve not only to provide household lighting, but also to
power schools, health centres, churches, community centres and municipal offices, yielding numerous
cross-cutting benefits that cover the vast majority of the Sustainable Development Goals (SDGs).

Those challenges underscore the need to train human resources —particularly women, indigenous
populations and young people— on topics related to renewable energy and modern energy services
(encouraging local job creation and discouraging migration to the United States) and to promote
robust research into the renewable energy topics with the greatest impact for the development of the
Northern Central American countries. One of the biggest challenges facing the sustainable provision of
energy services in rural areas is the absence of resources and capacities in those sectors and their high
dependence on technicians and solutions from urban areas, which increases repair times and costs.
Training and the strengthening of technical capacities in areas without electricity is therefore crucial:
not only to ensure universal access to energy services, but also to guarantee their sustainability and
growth in the medium and long terms. The areas where extensive research and training are needed
include the following:

- Small-scale solar energy

- Development of small-scale renewable energy projects

- Development and management of micro-networks

- Identification and design of projects to make productive use of energy in rural areas and
indigenous communities

- Sustainable use of biomass

- Business initiatives and management of energy companies for rural development

More renewable energy professionals and human resources will help attain the goal of ensuring universal
access to energy services by providing technicians in rural areas and entrepreneurs with training on
renewable energy topics for the creation of microenterprises and small companies and the provision of
microfinance facilities. In this way, rural energy services will no longer be solely dependent on professionals
in urban areas and the value chain for rural energy services will be strengthened.
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At the same time, increased energy production using renewable, clean sources will help ensure greater
energy security and lower rates of greenhouse gases in the Northern Central American countries, which
are net importers of hydrocarbons.

Objectives

Provide universal access to modern electricity services, reducing dependence on kerosene, battery lamps
and candles, for domestic, community and productive uses in the Northern Central American countries
and the southern and south-eastern states of Mexico by 2030 or earlier.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Implementation of pilot solar (@) Number of individuals trained (@) 2,000 2-5 years
energy projects (b) Number of households with (b) 200,000

solar panels

(c) Number of schools and health centres (c) 10,000
with solar panels

Productive uses of energy (@) Number of rural small businesses (a) 5,000 small companies More than
and job creation and microenterprises using 5 years
renewable energy

(b) Number of energy service companies,  (b) 100
cooperatives, municipalities and
other associations

(c) Direct jobs (c) 50,000
Local use of renewable sources (a) Number of micro-, mini- and (a) 300 Only for solar energy 200 electrical ~ More than
de energy small-scale renewable energy projects systems with micro-networks and 5 years

20,000 connected households

(b) Penetration of distributed generation ~ (b) 50% of rural homes and 10% of urban
homes with solar panels (3.2 million
households equipped with solar panels)

(c) Energy generated (TWh) and reduction () Annual generation of 10 TWh of

in greenhouse gas (GHG) emissions eleCtI’iCity and an annual reduction
of 4 million tons of CO, equivalent

Training for technicians in the Number of technicians trained 5,000 technicians trained 3 years
countries of Northern Central America

Training for professionals in the Number of professionals trained 200 professionals trained 3 years
countries of Northern Central America

Main activities

Short term (three years, 2020-2022):

Activity 1. Design and implementation of a training programme on distributed solar generation,
hydroelectricity and distributed generation.

Activity 2. Creation and execution of a series of pilot projects to install 200,000 solar panels in homes,
schools and health centres in the four CDP countries. The homes and community facilities will be in
rural areas, emphasizing populations not connected to electricity distribution networks and preferably
those related to agro-rural project profiles.
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Activity 3. Preparation of a strategy for universal access to electricity through renewable sources of
energy in the countries and for the distribution of solar panels in the Northern Central American countries
and the southern and south-eastern states of Mexico between 2023 and 2030.

Activity 4. Design of microcredit mechanisms to fund solar photovoltaic systems and other productive
uses that can create energy-related business initiatives, and determination of the proportions of each
installation to be funded by the users and by the government.

Activity 5. Organization of community meetings and focus groups to identify priorities and establish
cooperatives and associations responsible for the operation and maintenance of the solar systems and
for supporting the creation of energy-related business initiatives.

Activity 6. Support for the drafting of rules and regulations for the incorporation and operation of
cooperatives and associations.

Activity 7. Production of feasibility and engineering studies and construction of small-scale hydroelectric,
solar, wind and biogas projects, generating 1,000 MW.

Activity 10. Forging of partnerships with research centres, universities, specialized centres and
electrification cooperatives in other countries, to create a network of professionals and technicians in
the region to share experiences and learning.

Activity 11. Creation of a service centre for customers, service providers and the general public, to learn
about and address problems in the field with specific rural electrification projects and the development
of renewable energy projects to raise awareness and understanding of the problem and its solutions.
Preparation of work plans for the centre and establishment of branches in key rural areas of each country.

Medium-long term (years 4 to 10):
Activity 8. Execution of projects (identified under Activity 3) for universal electricity service coverage.

Activity 9. Tendering, contracting and construction of small hydroelectric, solar, wind and biogas projects
generating 1,000 MW, in the four CDP countries.

Activity 10. Construction of micro-networks for micro- and small-scale renewable energy projects to
serve isolated communities, and extension of transmission lines and distribution networks to support
the rural electrification programme.

Activity 11. Energy ministries and electricity sector regulatory authorities will analyse and approve
additional works projects (transmission and subtransmission of electricity and necessary substations)
to complement this universal electricity coverage programme.

Project governance

Energy ministries, state electricity companies and municipal authorities will approve the ad hoc governance
mechanism in each country and, most particularly, at the community level. This could be conducted
through national electrification commissions. For the training activities, efforts will be made to secure
the coordination of the SICA countries’ recently created Regional Centre for Renewable Energy and Energy
Efficiency (SICREEE). An international organization will oversee the design of the training programme.

Possible synergies with other initiatives

At the national level, the creation of national committees, led by the Ministries of Energy, is proposed.
At the regional level, the leadership of the Central American Integration System (SICA), through its
Sectoral Council of Energy Ministers, is proposed. In each country, the project offers synergies with
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national development plans and electrification plans, with the various organizations involved (state,
municipalities, NGOs, private sector, local development committees and cooperation agencies) and with
cooperation agencies already involved in ongoing initiatives. With the support of the United Nations
Industrial Development Organization (UNIDO) and international cooperation funding, SICA created the
Regional Centre for Renewable Energy and Energy Efficiency (SICREEE); efforts will be made for this
Centre to be given responsibility for the renewable energy training of technicians and professionals in
rural areas of the countries of Northern Central America.

The following are some of the synergies identified: (a) the initiative of the Central American Integration
System (SICA) and the Humanistic Institute for Development Cooperation (HIVOS) for universal access
to modern energy services (electricity and cooking fuels); (b) the SICA countries’ Regional Centre for
Renewable Energy and Energy Efficiency (SICREEE), implemented with support from UNIDO, from the
Millennium Challenge Corporation (MCC), a United States foreign aid agency that supports anti-poverty
initiatives and programmes, and from multilateral development banks (Inter-American Development Bank
(IDB), Central American Bank for Economic Integration (CABEI) and World Bank) and cooperation agencies.

Duration

The estimated execution period is 10 years, divided into two phases: 2020-2022 and 2023-2030. A
midterm evaluation will be conducted in 2026. For the training component, plans for the first year include
producing the project document, identifying partners (universities, technology centres, evaluation of their
resources, instructors) and drafting the first work plan and annual operational plan (AOP). Over the next
three years, 5,000 technicians and 200 professionals will receive training.

Budget: USs$ 4,871,890,000 (with US$ 20,100,000 allocated to training),
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Proposal 1.5

Pacific Plan, El Salvador

DEGENT WORK AND INDUSTRY, INNOVATION

1 PARTNERSHIPS
ECONOMIC GROWTH ANDINFRASTRUCTURE

FOR THE GOALS

o | &

Implementing agencies:

&

Port of La Unién

For El Salvador: Autonomous Port Executive Commission (CEPA); and for Costa Rica: Costa Rican
Pacific Ports Institute (INCOP).

Port of Acajutla
Autonomous Port Executive Commission (CEPA).

International Airport of the Pacific
Autonomous Port Executive Commission (CEPA).

Pacific Train

Autonomous Port Executive Commission (CEPA) of El Salvador, responsible for the administration of
ports, airports and railways.

Geographical coverage:

Port of La Unién
- Eastern region of El Salvador, specifically the Department of La Unidn.

Port of Acajutla:
- Immediate area: city of Acajutla.
- Area of influence: El Salvador as a whole.

International Airport of the Pacific

According to the Cuscatlan Plan, the International Airport of the Pacific is to be located in the east of the
country; nevertheless, there are locations in El Salvador that could be taken used as a reference, such as:
- Alternative 1: El Tamarindo landing strip (Jagtey), Department of La Union.

- Alternative 2: El Icacal landing strip, Department of La Unidn.

- Alternative 3: Bahia de la Unién landing strip, Department of La Unién.

However, a consulting company’s opinion will be sought to validate those alternatives or to propose
others, as relevant, taking into consideration the guideline referred to above.
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Pacific Train

Coverage to be defined according to the results obtained from the pre-feasibility study to be conducted
at the national level, and the feasibility of the most attractive segments.

Number of beneficiaries:

Port of La Unién

- Importers and exporters: 2,445 exporters, and 15,867 importers in El Salvador (2018).

- Population in the eastern region: 1,353,275 people. Usulutan: 386,632; San Miguel: 499 971;
Morazan: 209,947; La Unidn: 267,725.

- El Salvador: Total population: 6,642,767 (2017).

- Central America: Total population of Central America: 49,371,333 people: Belize: 387,879;
Costa Rica: 5,003,000; El Salvador: 6,427,479; Guatemala: 17,613,245; Honduras: 9,417,167;
Nicaragua: 6,351,956, and Panama: 4,170,607.

- Other countries in the region (potential market expressing interest in the multimodal ferry):

- Mexico: 129 .2 million inhabitants.

- Dominican Republic: 10.77 million inhabitants.

Port of Acajutla
Direct beneficiaries:

1. Importers.
2. Exporters.
3. Consignment agents.

Indirect beneficiaries:

1. Consumers of goods imported by sea.
2. General population

International Airport of the Pacific

- Direct beneficiaries: 330,000, according to the Cuscatlan Plan.

- Indirect beneficiaries: 1,190,881 people living in the four departments of the eastern region.

- Inhabitants of the central and western regions interested in travelling to the International Airport
of the Pacific.

Pacific Train

- National population: 6.4 million people in El Salvador.

- Export companies with an annual volume of US$ 5.89 hillion.
- Import companies with an annual volume of US$ 10.5 billion.
- Annual tourism: 2.7 million people.

Main topics:

- Infrastructure
- Connectivity
- Ports

- Railways

- Airports
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Context

In accordance with the vision of President Nayib Bukele, a series of strategic projects are being undertaken
to catalyse the country’s economy and build confidence among domestic and overseas investors. Some
of the Government’s main projects aim to make El Salvador the main logistics development centre in
Central America.

The Pacific Plan is one of those. It comprises the network of national ports (different dynamics to be
developed at the Port of La Unién and the expansion of the Port of Acajutla), the International Airport of
the Pacific in the east of the country and the Pacific Train. Together, they seek to create an infrastructure
of logistical connectivity to position El Salvador in the global commercial market, taking full advantage
of its strategic geographical position at the centre of the Americas.

The Pacific Plan covers a comprehensive strategy that includes the development of logistics infrastructure,
tourism, education, technology, agriculture, security, transport and mobility: in other words, a series
of components intended to optimize resources and convert the country’s coastal strip into a hub
for development.

The Cuscatlan Plan states that “connectivity with the rest of the world is a priority to ensure competitiveness.
Thus, the efficiency of the logistics chain must be ensured, and laws that are in line with the current
competitive world must be enacted. For El Salvador to be competitive, its ports and airports must have
first-class infrastructure in order to give the nation a high added value. The infrastructure of port and
airports has an enormous direct economic, social and business impact through the activities that take
place there, along with an indirect impact created by the commercial and logistic activities pursued in
the areas where they are located”.

Port of La Unién
Implementation and operation of the ferry at the Port of La Unién.

The Port of La Unidén is located in the Department of La Unién, 186 km from San Salvador. It has a static
capacity of 750,000 TEUs and covers an area of 462,390 mz, with 820 m of berthing space.

The ferry project is intended to identify short-distance maritime connections to move import and export
cargoes. This project was launched with Costa Rica as the first strategic partner; it will allow the activation
of the Port of La Unién and enable it to become an economic catalyst for the eastern region, providing
solutions for the logistics industry and for the Salvadoran and regional business sector.

The process of overseeing people, cargo, vehicles and ships at the Port of La Unidn will be jointly
carried out by the Autonomous Port Executive Commission (CEPA), the General Customs Directorate
of El Salvador (DGA), the Directorate-General for Migration and Alien Affairs (DGME), the Ministry of
Agriculture and Livestock (MAG), the International Quarantine Treatment Service of the International
Regional Organization for Plant and Animal Health (SITC-OIRSA), the National Civilian Police (PNC) and
the Maritime Port Authority (AMP).

Port of Acajutla

The Autonomous Port Executive Commission (CEPA) plans an expansion of its facilities, including
docks, access gates, cargo storage areas and the relocation of administrative offices to align the flow
of documents with the physical flow of the port’s work. The following stages are planned as part of
this process:

1. Pre-port: includes the relocation of administrative offices in areas outside the port and the completion
of 179 parking positions for cargo transport, 60 of which have already been built.
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2. Expansion and improvement of the access gate to the Port of Acajutla to resolve the container traffic
bottleneck typically found there. The primary scope of the project is to widen the container gate to
four lanes and provide sufficient parking to prevent chronic overcrowding.

3. Construction of a container terminal that, in conjunction with the current facilities, will be able to
handle up to 818,000 TEUs a year.

4. Construction of a new multipurpose dock to maximize the efficiency of operations and enable the
port to handle up to 6,245,700 metric tons of bulk cargo and general break-bulk cargo.

International Airport of the Pacific

The public infrastructure component of the Cuscatlan Plan states that connectivity is a central pillar of
economic, social and human development. The first public infrastructure was built in El Salvador between
1915 and 1929 to address the arrival of automobiles in the country; today, the country has an urgent need
to build agile, modern road connections. Time has passed and road infrastructure has grown at the rate
of change: more industry, increased services and higher demand for housing. This gave rise to the need
for more construction work and for an institutional framework responsible for its planning and execution,
which has changed and evolved. There are still pending tasks in this area, and they affect imports and
exports, connectivity, local economic development, access to goods and services and other issues. Those
limitations dramatically impact the population’s quality of life, well-being and human development.
There is a need for better highways, street lighting and a world-class airport. This project is part of the
public infrastructure component of the Cuscatlan Plan, the priority lines of which are related to the areas
requiring urgent attention that must be included in the execution of the National Plan.

Pacific Train

The Pacific Train project covers several phases, beginning with pre-investment, which will enable work to
begin on the pre-feasibility of the national rail system. This phase will identify the priority segments that
offer the greatest benefits for trade and the public. It will also indicate the stages in which it should be
carried out. After obtaining data on the most attractive segments for beginning implementation of the
rail system, the feasibility evaluations for each segment will be carried out. These will yield precise data
on the technical solutions for the best routes, project infrastructure, suitable rolling stock and propulsion
types, along with costs and financial, technical, environmental, social and economic analyses.

Objective

Port of La Unién

- Contribute to economic development in the country’s eastern region.

- Offer a regional interconnection logistics solution that will create investment opportunities.
- Serve as an economic catalyst to create new jobs in the eastern region.

Port of Acajutla

- Strengthen all aspects of the Port of Acajutla as a multipurpose port to provide a powerful logistical
tool for maritime commerce for all Salvadoran importers and exporters, ensuring them streamlined
solutions at competitive prices.

- Develop sufficient facilities for the successful operation of a pre-port and multiple access gates to
the installations to allow up to 120 containers per hour to be dispatched.
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Develop an automatic container terminal to service ships of up to 6,000 twenty-foot equivalent units
(TEUs) with the capacity for up to 150 containers per hour.

Develop a multipurpose terminal for vessels of up to 50,000 DWT.

Maximize, without overcrowding, the use of all the port’s berths.

International Airport of the Pacific

Provide the eastern region of El Salvador with an air connection to build a hub for economic development,
encourage the growing demand for foreign passengers, develop international tourism and catalyse
the Port of La Unidn.

Construct and begin operating, by 2023, an international airport in the eastern region of El Salvador
as a new hub for development in that part of the country.

Develop a competitive Airport Plan for the eastern region of the country, taking into account the
future potential for passenger traffic.

Increase air traffic through new transportation routes into the eastern region, benefiting thousands
of Salvadorans who live abroad.

Create new sources of employment in the airport industry.

Catalyse the development potential of the eastern region and once again position it as a central
pillar of the national economy.

Promote a project for inclusion, social responsibility and local development, in which all the
surrounding municipalities can participate and influence decisions affecting the new airport and its
development areas.

Capitalize on the potential for hotels, ecotourism, archaeology, gastronomy and sport offered by the
eastern region.

Strengthen national security through air navigation and drug control technologies.

Implement the project in accordance with national and international rules and regulations (International
Air Transport Association (IATA), International Civil Aviation Organization (ICAO), Airport Consultative
Committees (ACCs).

Pacific Train

Reactivate the national rail system through modern, effective and sustainable management models,
offering efficient, safe, sustainable and low-cost transportation services for passengers and goods.

Integrate the country into a multimodal logistics system in the region (road, sea and air) and with the
railways of Mesoamerica, in order to promote exports to North and South America, thereby reducing
the maintenance costs of the road network, promoting sustainable development, increasing the
competitiveness of the economies of Central America and contributing to their development.
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Expected outcomes, progress indicators and goals
Ports network: Port of La Unién and Port of Acajutla
@ Expected outcome Indicator Goal Period
SUSTAINABLE
AR
S Help reduce poverty levels through formal jobs.  Percentage of households living in Reduction of at least 10% 5 years
. . poverty in the municipalities of  in multidimensional poverty
M*w the eastern region. in the ports network.
L
o End hunger, ensure food security, improve Percentage of farmers involved in - 50% of producers 5 years
nutrition and promote sustainable agriculture  sustainable agriculture participating in sustainable
“‘ through the corporate social responsibility programmes promoted by the agriculture programmes.
of the ports network. corporate social responsibility of
Provide sustainable agricultural management  the ports network.
for the communities, to ensure that families  Percentage of production taken up 50% of output taken
have the foodstuffs they need for sustenance by the communities participating up by producers.
and trade. in the corporate social
responsibility programme of the
ports network.
il Contribute to health programmes conducted by - Number of contributions to At least 4 health campaigns 5 years
assistance centres in Sonsonate and La Unién.  health programmes. (2 at each port).
_/\,\/\' Health campaigns or other initiatives for port ~ Number of health campaigns
staff and users. carried out at the ports.
AT Carry out initiatives such as “My New School”  Increase in the percentage 5% 5 years
and assist centres of learning with programmes  of students visiting the ports
such as “Know Your Port”, to strengthen network in one year.
students’ awareness and ownership of the
ports network and its activities.
i Contribute to establishing a balance in gender  Percentage of women working ~ 50% of the workforce 5 years
equality, through recruitment programmes and  at the ports network. are women.
the maintenance of equitable labour relations. ¢ \yage gap between men 100% reduction of the wage
Creation of programmes to promote the and women. gap between men
economic autonomy of women living in the % of women participating in and women.
ports network's area of operations. economic autonomy programmes. 50% of women participating
in economic autonomy
programmes.
RIS Contribution to corporate social responsibility — Wells to provide clean water 2 wells built (1 at each port) 5 years
programmes to ensure clean water at the ports network
E and sanitation.
Sustainable energy management, autonomous  Proportion of energy generated  Ports equipped with at least 5 years
solar project to supply electricity. autonomously compared to one solar panel project
amount obtained from the (1 at each port).
electricity grid.
it Creation of new jobs at the port based on the  Percentage of local employees.  Increase in the numbers 5 years
local population, and creation of local business  Nymber of local companies of local employees
/s/i initiatives for port services. (providing goods and/or services) aS @ proportion of
" Attraction of new investments, and creation of established annually through the ~ t0tal employees.

small businesses and microenterprises among  ports’ catalysing effect.
the population and communities based on the
ports’ activities.
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Ports network: Port of La Unién and Port of Acajutla (concluded)

@ Expected outcome Indicator Goal Period
SUSTAINABLE
DEVELOPMENT
G<ALS
el Develop the port industry at the country’s ports  Number of port service industries 2 sustainable port 5 years
network, by constructing infrastructure and created locally compared to the infrastructures
implementing innovative sustainability actions  port service industries established (1 at each port).
as part of the project. prior to the project.
{[| ™l Help to reduce economic inequalities Number of specialized jobs 100 specialized jobs. 5 years
- by contributing to the development of created in the port industry
=) competitive wages in the port industry. in the country’s ports network.
A 4
(|l Establish sustainable community Number of programmes 8 programmes implemented 5 years
development programmes. implemented. (4 at each port).
A —
nEéE
(A Quantify the volumes of waste handled. Amount of waste reprocessed  More waste reprocessed 5 years
ANDPRODUCTION as a proportion of total than sent to landfills.
m waste generated.
|3 Help reduce indirect levels of carbon dioxide % reduction in carbon dioxide More autonomously 5 years
equivalent generated. per year. generated energy used than
@ energy supplied directly by
the grid.
(JIBHSB Conservation and sustainable use of the Compliance with International ~ 100%. 5 years
oceans, seas and marine resources for Maritime Organization (IMO)
sustainable development. regulations and Annex [,
“Regulations for preventing oil
pollution from ships”, of the
International Convention for the
Prevention of Pollution from
Ships, 1973, as modified by
the Protocol of 1978 relating
thereto (MARPOL).
15 bie Contribute to programmes to introduce Number of programmes At least 4 programmes 5 years
- protective measures for fauna and flora found ~ implemented. implemented
‘ | within the ports network’s area of influence. (2 at each port).
1
[ttt Maintenance of the institutional framework, — Number of non-compliances 100% compliance with 5 years
DA by establishing programmes to audit and per audit. applicable national and
examine the enforcement of instruments. international regulations.
{ ] it Definition of the ports network’s strategic Number of agreements signed ~ Creation and maintenance 5 years

stakeholders, and maintenance of
interconnections to streamline processes.

per year.

of a Technical Panel involving
the ports network’s
strategic stakeholders.
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International Airport of the Pacific
@ Expected outcome Indicator Goal Period
SUSTAINABLE
DEVELOPMENT
G<:ALS
eIy Help reduce poverty levels through formal jobs.  Percentage of households living  Reduction of at least 10% in 5 years
. . in poverty in the municipalities multidimensional poverty in
M@w of the eastern region. the eastern region.
L\
SNt Through the airport’s corporate social Percentage of farmers involved  50% of producers 5 years
responsibility programme: Provide sustainable  in sustainable agriculture participating in sustainable
“‘ agricultural management for the communities, programmes promoted by the agriculture programmes.
\_/  toensure that families have the foodstuffs airport’s corporate social
they need for sustenance and trade. responsibility programme.
Percentage of production taken up 50% of output taken up
by the communities participating by producers.
in the airport’s corporate social
responsibility programme.
e Contribute to the development of the airport — Number of health centres created At least 2 health centres. 5 years
to create health infrastructure and public in'5 years.
_,\/\/. spaces for recreation.
Reduce crime rates.
R Carry out initiatives such as “My New School”  Total vocational, technical, Minimum of 5 degree 5 years
and strengthen both vocational and and professional degree courses  courses created.
professional centres of learning with degree created to cover the demand
courses related to airport operations and to for human resources in the
the businesses created to provide the airport ~ eastern region.
with goods and services.
O Contribute to establishing a balance in gender ~ Percentage of women working ~ 50% of the workforce 5 years
equality, through recruitment programmes and ~ at the ports network. are women.
the maintenance of equitable labour relations. g wage gap between men 100% reduction of the wage
Creation of programmes to promote the and women. gap between men
economic autonomy of women living in % of women participating in and women.
the ports network’s area of operations. economic autonomy programmes. 50% of women participating
in economic autonomy
programmes.
BB Creation of a drinking water plant. Drinking water project for the ~ Drinking-water project built 5 years
Construction of infrastructure to harvest communities in the area of direct - and operational.
rainwater, and construction of a wastewater  influence built.
treatment plant.
Sustainable energy management. Proportion of energy generated  The airport has an 5 years
Solar panel project for autonomous generation. ~ autonomously compared to operational solar
amount obtained from the panel project.
electricity grid.
prrbrecll Attraction of new investments. Number of local companies More local employees than 5 years

Creation of new jobs at the airport based
on the local population.

Creation of local business initiatives
for airport services.

o

(providing goods and/or services) employees from beyond

established annually through the

airport’s catalysing effect.

Local employees as a proportion

of total employees.

the area of influence.
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@ Expected outcome Indicator Goal Period
SUSTAINABLE
DEVELOPMENT
G<:ALS
i ertere Develop the airport industry in the eastem Number of airport service 1 sustainable 5 years
region of the country, by constructing industries created locally airport infrastructure.
infrastructure and implementing innovative compared to the airport service
sustainability actions as part of the project. industries established prior to
the project.
{[| iRl Help to reduce economic inequalities among  Number of specialized jobs 100 specialized jobs. 5 years
- the population of the eastern region. created in the airport industry in
Pl S Creation of specialized job with competitive  te eastem region of the country.
- wages in the airport industry.
([ fi T Establish sustainable programmes Number of programmes 4 programmes implemented. 5 years
for communities. implemented.
( PAb ] Introduction of awareness programmes for - Amount of waste reprocessed  More waste reprocessed 5 years
(I the population to make better and more as a proportion of total than sent to landfills.
responsible use of natural resources. waste generated.
Quantify the volumes of waste handled.
|3 Help reduce indirect levels of carbon dioxide % reduction in carbon dioxide More autonomously 5 years
equivalent generated. per year. generated energy used than
energy supplied directly by
the grid.
[/ BB Ensuring that communities in the area of direct  Percentage of waste in the area  70% of waste not dumped 5 years
influence do not dump waste in bodies of of direct influence compared to in the area of influence.
water, through sustainability programmes. amount of waste prior to
the project.
15 oo Contribute to programmes to introduce Number of programmes At least 2 programmes 5 years
-~ protective measures for fauna and flora found  implemented. implemented.
‘ | within the airport’s area of influence.
1
[ Jetimc i Maintenance of the institutional framework, Number of non-compliances 100% compliance with 5 years
O by establishing programmes to audit and per audit. applicable national and
examine the enforcement of instruments. international regulations.
(] Recibesnedl Definition of the project’s strategic Number of agreements signed  Creation and maintenance 5 years

stakeholders, and maintenance of
interconnections with synergies for obtaining
given goods or services.

per year.

of a Technical Panel
involving the project’s
strategic stakeholders.
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Pacific Train
@ Expected outcome Indicator Goal Period
SUSTAINABLE
DEVELOPMENT
G<:ALS
eIy Contribute to the reduction of poverty levels  Percentage of households living in Reduction of at least 10% in 5 years
. . through new formal jobs. poverty at the development hubs — multidimensional poverty in
M@w that depend on the train. municipalities adjacent to
L the train.
SNt Contribute to lower costs for basic Number of rail lines between Operational rail system 5 years
shopping-basket products through departments and transporting national
rail connectivity. productive zones. and regional cargo.
Making consumer products more accessible
for the public.
AR Contributing to the reduction of carbon dioxide  Operational rail system Arail line transporting a 5 years
emissions by adopting electric trains to carry  transporting passengers. million passengers per year.
v passengers and reduce the number of vehicles
on the roads.
L Contributing to education through the creation  Educational programmes 5 new training 5 years

of new skills and the implementation of new
technologies in a modern, technology-based
mode of transport.

for railway skills created. programmes created.

i

GENDER
EQUALITY

¢

Equal numbers of men and women among
the staff of the rail system.

Progress towards 50:50 male
and female staff.

50:50 male and female staff. 5 years

IR A rail system that does not pollute the Wastewater treatment plants ~ 100% of wastewater 5 years
country’s wastewater and solid waste deposits. and deposits for classifying treated and 50% of solid

E solid waste. waste recycled.
Contributing to the electricity lines used An electricity network on the right 10% surplus energy within 5 years
to drive the railway, to be shared with of way with more capacity than  the network.
nearby households. is needed to drive the railway.

probretcll Salvadoran personnel from different Salvadoran personnel from 5% increase in gross 5 years

domestic product (GDP).

100% Salvadoran personnel,
from at least 14 of the
country’s departments.

departments in the country properly trained
to perform all the railway-related activities
to be carried out.

Attraction of new investments.

Promotion of national trade and
increased exports.

Developed cities served by the train, with
formal businesses that make use of the rail
system and conduct trade by rail.

different departments in the
country properly trained to
operate the system.

Increased numbers of registered
national companies and increased
annual exports.

Operation of an internships
programme for university
students within the rail system
operating company.

Annual GDP.

o

120 internships per year.

Increased number of formal
businesses using the rail system
to transport cargo.

Railway transporting 20%
of domestic cargo.
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Pacific Train (concluded

@ Expected outcome Indicator Goal Period

SUSTAINABLE
DEVELOPMENT

ittt A modern system rail, using efficient An operational, modern, safe, Environmentally friendly rail 5 years
and environmentally friendly propulsion and efficient rail system. system operating, with

& technology, with infrastructure designed in zero accidents.

accordance with quality standards and suited
to market demands.

(1 ™Sl Contribute to the connectivity of inhabited Conveyance of passengers from A rail service that connects 5 years

- areas to provide an equal number of dormitory towns to business and  two large population centres
=) opportunities to populations in rural and commercial districts. of more than 500,000 people
: urban areas. with another industrial area.

(e Construction of a train designed as a Percentage of green areas Train promotes harmony 5 years

sustainable project in harmony with nature that included in the train’s among the population,
faci.litates communications between cities and  construction. facilitates connections
ﬁ B their development. % of carbon dioxide emissions  and transports cargo.

of the train. 0% carbon dioxide emissions
within the rail network.

(P System of renewable energies and energy Solar panels installed on the Autonomous generation of 5 years

(IZUIEIE generation within the rolling stock and its rolling stock and on the 50% of the energy needed
infrastructure, in order to generate its own infrastructure in place along to fuel the rail system.
means of propulsion. the rail network.

13 S A system rail fuelled by clean energy and using ~ Generation of minimal levels of 0% carbon dioxide emissions 5 years
renewable energy in its stations, yards carbon dioxide emissions and low within the rail network.

@ and workshops. rates of consumption from the
regular electricity grid.

(i S B Rail system operations that do not generate  Water treatment plants and Treatment given to 100% of 5 years
untreated waste, with the lowest possible waste classification deposits the wastewater and 100% of
impact on the environment. to generate reusable waste. the waste generated by the

rail system’s operations.

15 o Arail system with the lowest environmental A system rail fuelled by clean 50% of energy consumed 5 years
impact in noise and carbon dioxide levels, to  and renewable energies, with generated by solar energy,
protect wildlife, fauna and people living in the  measures to protect wildlife. and protective barriers for
vicinity of the rail project. wildlife along the right
of way.
[} Jeereol bl A safe rail system that allows passengers % of incidents within the 0% thefts or attacks per year 5 years
O o travel without violence, environmental rail system. on the rail system.

pollution, risks of theft and accidents.

{ ] Rsleutdl Construct the rail system to interconnect the  An operational system that Exporting 50% of the goods 5 years

region, primarily Guatemala, to transport cargo  connects with Guatemala to carry that currently leave the
and passengers and facilitate regional trade. cargo to the Pacific ports. country by the Anguiatu
border crossing.
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Main activities

Port of La Unién

- The multimodal ferry project entails two phases: first, conveyance of maritime cargo, and second,
conveyance of passengers.

Port of Acajutla

- Securing funding.

- Final engineering design.

- Preparation of tender documents.

- Contracting of construction company(ies).

- Contracting of oversight and quality assurance company(ies).
- Contracting of supply companies.

- Performance of those contracts.

- Implementation of environmental compensation measures.
- Reception of works and supplies.

- Project launch.

International Airport of the Pacific

- Preparation of pre-investment studies.

- Management of funding negotiations.

- Preparation of documents for competitions or tenders, as applicable.

- Environmental impact study completed.

- Preparation of project design and engineering plans.

- Implementation of the project (investment phase).

- Preparation of plans and manuals for the sustainable operation of the airport.

Pacific Train

- Pre-investment phase.

- Pre-feasibility study of the national rail system.

- Feasibility studies of the priority segments.

- Investment phase.

- Planning for the implementation of the project’s final design.

- Development and implementation of the project under a suitable management model.

Project governance

Port of La Unién
With the administration of the Autonomous Port Executive Commission (CEPA).

Port of Acajutla
Autonomous Port Executive Commission and the Maritime Port Authority (AMP).

International Airport of the Pacific
Autonomous Port Executive Commission and the agency recommended by the project studies.

Pacific Train
Autonomous Port Executive Commission and the agency recommended by the project studies.
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Possible synergies with other initiatives

Port of La Unién
Implementation of the multimodal ferry will promote the development of national and regional logistics.

Port of Acajutla

The project will contribute to the country’s economic growth in a close relationship with the Pacific Train,
Airport of the Pacific and ports network projects.

- The Autonomous Port Executive Commission (CEPA)

Agency charged with managing, operating and running the Port of Acajutla
- Ministry of Public Works (MOP)

Lead institution for the project.

- Ministry of Finance

Institution responsible for providing FOSEP with funds for the feasibility study and, if the business
model of the feasibility study indicates that the project should be carried out through public investment,
providing the funds for its execution.

- Office of the President (CAPRES)

Institution responsible for overseeing compliance with the objectives set out for project development
in the Cuscatlan Plan.

- Exports and Investment Promotion Agency of El Salvador (PROESA)

Institution responsible for providing support on topics related to projects funded through public-private
partnerships (PPP).

- Maritime Port Authority
Lead agency for port operations.

International Airport of the Pacific

Synergies must be attained with the following institutions and, in addition, with all those that contribute
to the execution of projects under the Cuscatlan Plan:

- The Autonomous Port Executive Commission (CEPA)

Institution responsible for providing logistical support for the operations of the new airport.
- Ministry of Public Works (MOP)

Lead institution for the project.

- Salvadoran Pre-Investment Studies Fund (FOSEP)

Institution responsible for funding the Airport of the Pacific feasibility study.

- Ministry of Finance

Institution responsible for providing FOSEP with funds for the feasibility study and, if the business
model of the feasibility study indicates that the project should be carried out through public investment,
providing the funds for its execution.
- Office of the President (CAPRES)

Institution responsible for overseeing compliance with the objectives set out for project development
in the Cuscatlan Plan.
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- Exports and Investment Promotion Agency of El Salvador (PROESA)

Institution responsible for providing support on topics related to projects funded through public-private
partnerships (PPP).

- Civil Aviation Authority (CAA)

Institution responsible for overseeing compliance with aeronautical measures and standards to be
implemented for the project.

Pacific Train

To be arrived at with the following institutions:

- Central American Bank for Economic Integration.
- World Bank.

- Inter-American Development Bank.
- United Nations Office for Project Services (UNOPS).

Duration

Port of La Unidén

- With Costa Rica: 7 months (approximately).

- With Panama: 3 months.

- Period: indefinite, because it is a long-term national project.

Port of Acajutla
- 5Syears.

International Airport of the Pacific
- Estimated pre-investment phase: 22 months.
- Estimated time for investment execution: 24 months.

Pacific Train

The Pacific Train is to be built from the ground up, based on a critical analysis of the state of the former
national rail system and a projection towards a modern and efficient rail system; the national-level
pre-feasibility study is therefore estimated to take place during the first half of 2020. The feasibility
phase is planned to end in late 2020. Implementation will begin in 2021.

Budget: USs$ 502,578,525*

(*) Budget of the Pacific Train still to be determined.
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Proposal 1.6

North-south rail link in Guatemala

DEGENT WORK AND INDUSTRY, INNOVATION

1 0 REDUCED
ECONOMIC GROWTH ANDINFRASTRUCGTURE INEQUALITIES

A

) 2

v

o | &

Implementing agencies:

Guatemala: 1. Ministry of Communications, Infrastructure and Housing, 2. Quetzal Port Company (EPQ),
3. Santo Tomas de Castilla Free Industrial and Trade Zone, 4. Guatemalan Railways (FEGUA), 5. Santo
Tomés de Castilla National Port Company (EMPORNAC), 6. Champerico National Port Company (EPNCH),
7. Ministry of Foreign Affairs (MINEX), 8. Ministry of Defence (MIDEF), 9. Interior Ministry (MINGOB),
10. National Council for Protected Areas (CONAP), 11. Ministry of the Environment and Natural Resources
(MARN), 12. State Secretariat for Strategic Intelligence (SIE), 13. Superintendency of Tax Administration
(SAT), 14. Ministry of Culture and Sport (MICUDE), 15. Institute of Anthropology and History (IDAEH),
16. Ministry of Labour (MINTRAB), 17. Office of the Ombudsman for Human Rights (PDH), 19. Office of
the Attorney General of the Nation (PGN).

Support institutions:

Central American Integration System (SICA), civil society, municipal governments, Departmental Urban
Development Council (CODEDE), Coordinating Committee of Agricultural, Commercial, Industrial and
Financial Associations of Guatemala (CACIF), NGOs and national legislatures.

Geographical coverage:

Guatemala comprises 22 departments, with a total surface area of 108,890 km?®. This intervention
will cover eleven departments: Zacapa, Chiquimula, Jutiapa, San Marcos, Quetzaltenango, Retalhuleu,
Mazatenango, Escuintla, Guatemala, El Progreso and [zabal.

Number of beneficiaries:

Population of Guatemala (14,901,286 inhabitants),! who will benefit from growing economic, commercial
and tourism flows. The project could potentially benefit the population of Chiapas and other states in
south-east Mexico, as well as El Salvador.

Main topics:

- Rail infrastructure

- Transport and connectivity
- Economic development

- Tourism promotion

1 According to Guatemala’s 2018 Housing and Population Census (https://www.censopoblacion gt/cuantossomos).
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Context

Infrequent rail operations in Guatemala and the abandonment of this mode of transport mean that trade,
transportation and tourism have fewer options for mobility, which constrains their economic potential.

The 2020-2024 General Government Policy implements the National Innovation and Development Plan
(PLANID)? of Guaternala,? the first pillar (Economy, Competitiveness and Prosperity) of which sets, as one
of its sectoral objectives, “establishing a strategic, functional infrastructure base to support economic
activity and job creation”. One of the strategic actions associated with this objective is the correct upkeep
of the strategic road network connecting the ports and border regions, together with the highways that
interconnect the country’s main tourist centres.

Objectives

Renovate and use the country’s existing rail network infrastructure to connect the Atlantic and Pacific
Oceans, capitalizing on Guatemala’s geographical position, to expand economic activities and tourism
in the coastal regions and attract international trade.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Increase the volume of merchandise conveyed  Millions of metric tons of cargo. 4 million metric tons 8 years
by the rail network. of cargo.

Renovation and construction of track. Kilometres of railway track renovated and built. ~ 749.70 km. 8 years
Construction of multimodal transport centres.  Number of multimodal transport centres built. 2 centres. 8 years

Main activities:

- Pre-investment studies, including feasibility studies and studies of the railway’s potential market,
use of existing track and social and environmental impact.

- Network design.

- Renovation of existing rail track and construction of new rail track.

- Construction of multimodal transport centres.

- Plan, budget and operation and maintenance programme for the rail network and multimodal
transport centres.

Project governance

The pre-investment studies will recommend the best governance model for project construction and
execution. In line with the experiences of other regional initiatives involving integration projects, it is
estimated that the project will require: (a) design of the model for the operation and governance of the
railways, (b) determination of the execution model to be used: concession, public-private partnership or
public investment, (c) incorporation of the company (or companies) responsible for the funding, execution
and operation of the railway and multimodal transport centres, and (d) legal and regulatory framework for
the rail system and multimodal transport centres (updates and amendments, or a proposal for regional

Dr. Alejandro Giammattei (President, 2020-2024), National Innovation and Development Plan (PLANID) 2019.

3 Eddy Coronado and Andrea Orozco, “Alejandro Giammattei presenta plan de gobierno y asegura que Guatemala no serd un
‘saco rotd“, Prensa Libre, 16 January 2020 [online] https://www.prensalibre.com/guatemala/politica/alejandro-giammattei-
presenta-plan-de-gobierno-y-asegura-que-guatemala-no-sera-un-saco-roto/.
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rail transport regulatory frameworks). A modern design for the operation of this mode of transport and
a solid legal framework will be essential in ensuring the certainty of this initiative’s investments, both
public and private. Mechanisms for resolving disputes should be established, giving precedence to
regional legislation over domestic laws.

Possible synergies with other initiatives

Synergies could be possible with the Mexico-Guatemala rail interconnection project,* with the proposal
of the Central American Parliament (PARLACEN) for a project to connect Mexico and Panama by rail®
and with the regional transport initiatives pursued by the Secretariat for Central American Economic
Integration (SIECA) and its specialized agencies (including its meetings of ministers of economic affairs
and transport, COMIECO and COMITRAN, respectively).

Duration:

- Pre-investment studies: 1 year.

- Network design: 1 year.

- Renovation and construction of track: 7 years.

- Relocation of human settlements: 3 years.

- Start of rail network operations: 8 years.

- Start of operations of the multimodal transport centres: 8 years.

Budget: USs$ 7,485,000,000.

Annex

Other initiatives related to this thematic area under way in the subregion:

CDP proposal National  Regional programmes United Nations International Financial  Private
plans agencies and  cooperation institutions sector,
programmes NGOs
Proposal 1.2 Central American rail
Gas pipeline between Mexico and the Syt Gl
countries of Northern Central America. and modernization plan
(Central American
Proposal 1.3 Parliament (PARLACEN),
Logistic corridors, co-modal integration Central American
and development. Integration System
Proposal 1.41 (SICA)).

Development of intermediate cities: tourist
hubs on the Pacific and Atlantic coasts.

Improved marketing conditions for small
and medium-sized producers through the
surfacing of rural roads.

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

4 Miguel Angel Samayoa, “Interconexion ferroviaria México-Guatemala”, Ferrovfas Guatemala/Exporail 2019, 2019 [online] https://
amf.org. mx/wp-content/uploads/2019/04/GUATEMALA pdf.

5 Infobae, “El tren con el que se busca unir a México y Panama para impulsar la economia de Centroamérica”, 31 July 2019
[online] https://www.infobae.com/america/mexico/2019/07/31/el-tren-con-el-que-se-busca-unir-a-mexico-y-panama-para-
impulsar-la-economia-de-centroamerica/.
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Proposal 1.7

Development of rural roads in Guatemala

NO DECENT WORK AND

11 SUSTAINABLE CITIES

POVERTY ECONOMIC GROWTH AND COMMUNITIES

Al

Implementing agencies

- Core institutions: 1. Ministry of Communications, Infrastructure and Housing (MICIVI), 2. Interior
Ministry (MINGOB), 3. Ministry of Defence (MINDEF), 4. Departmental Urban Development Council
(CODEDE), 5. departmental governments, 6. local governments.

- Supportinstitutions: 1. Ministry of Social Development (MIDES), 2. Presidential Executive Coordination
Secretariat (SCEP), 3. Municipal Development Institute (INFOM), 4. Central American Integration System
(SICA), 4. civil society, 5. Congress, 6. National Urban and Rural Development Council (CONADUR),
7. Tourism Chamber (CAMTUR), 8. Guatemalan Exporters Association (AGEXPORT), 9. National
Competitiveness Programme (PRONACOM), 10. National Council for Protected Areas (CONAP),
11. Ministry of Foreign Affairs (MINEX), 12. Ministry of Economic Affairs (MINECO), 13. Guatemalan
Tourism Institute (INGUAT), and 14. communities.

Geographical coverage:

Guatemala comprises 22 departments, with a total surface area of 108,890 km?. This initiative covers
the municipalities that make up the following departments: 1. San Marcos, 2. Huehuetenango, 3. Quiché,
4. Alta Verapaz, 6. Totonicapan, and 7. Petén.

Number of beneficiaries:

The target population covers 5,572,159 inhabitants. The direct beneficiaries are the communities of the
departments of San Marcos, Huehuetenango, Quiche and Alta Verapaz, in addition, the inhabitants of
the neighbouring departments are considered indirect beneficiaries.

Main topics:

- Economic development

- Safe infrastructure

- Mobility

- Interconnectivity

- Accessibility

- Social impact

- Development of the domestic market
- Employment
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- Partnering

- Competitiveness

- Entrepreneurship

- Social development

Context

Comprehensive rural development must be seen as a priority for national development. The living
conditions of rural populations must be improved and their capacity for resilience must be increased,
in order to ensure them their livelihoods and make them sustainable.

This requires structural changes to allow small-scale producers access to assets, inputs, training and
technical assistance, on a permanent, specialized and systematic basis and with a presence in their
territories, together with access to credit and support for agricultural and non-agricultural marketing.

Accordingly, the provision of road infrastructure (allowing access to services, facilitating connections
between rural territories and encouraging their external trade and communications) is vitally important
in ensuring comprehensive rural development.

Actions will therefore be needed to improve connections in Guatemala’s road and transport system,
specifically its rural roads, as a strategy to interconnect the network with the departmental highways,
to progressively strengthen the economic ties of small-scale producers in those areas and to promote
recreation areas with the potential to become tourist attractions. Those areas include colonial cities,
the altiplano, the Maya World, the Caribbean and Pacific coasts, mountain ranges and the east of the
country.! Many of Guatemala’s tourist destinations are connected to protected areas, which can be
either privately or State owned. Community groups and associations can set up private tourist areas
and promote their development.

Guatemala’s road network is classified into four types: Central American routes (CA), national routes (RN),
departmental highways (RD) and rural roads (CR); 2018 figures indicate an approximate total length of
17,440,225 km, with rural roads accounting for 26.08%.

Length of the road network of the Republic of Guatemala by surface type, 2014-2018
(Thousands of kilometres and three-place decimals to indicate metres)

Year Total kilometres Length of the road network
Type of surface Rural roads
Paved Asphalt Dirt roads

2018 17 440.225 308.950 7149311 5433113 4 548.851
2017 17 202,515 308.950 7145.941 5343413 4404.211
2016 17 062.110 308.450 7114.070 5266.280 4373310
2015 16 951.000 308.450 7110.941 5136.693 4394916
2014 16 860.680 234450 7185.941 5027.863 4 412426

Source: General Directorate of Roads.

1 This topic is explored in greater depth in the “Riches for All” component of the 2032 National Development Plan K'atun:
Our Guatemala.
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Length of the road network of the Republic of Guatemala by road classification
and departments, 2018

Total kilometres Road classification Rural roads
National routes Departmental highways
Paved Asphalt Dirt roads Paved Asphalt Dirt roads
17440.23 44.00 1858.90 1008.80 50.95 3360.23 442431 4 548.85

Source: General Directorate of Roads.

According to information from the General Directorate of Roads, the total length of the national and
departmental dirt road network is 5,433,113.00 km, which could be included in this programme’s interventions.

Objectives

Improve the beneficiary rural populations’ access to markets and public services to bolster trade in their
produce through improved road infrastructure.

- Improve rural access on a sustainable basis, improving the interconnections of rural communities.
- Help reduce rural poverty and construct social cohesion through improved physical access in rural areas.
Two phases have been defined for this initiative:

- Preparatory phase: Establish criteria for selecting priority municipalities for intervention, ensuring
that they reflect the actions provided for in sectoral, departmental and municipal planning instruments
where the interventions are to take place. Conduct a diagnostic assessment of the current rural road
situation in the priority municipalities. Prepare the pre-investment studies needed to ensure the
viability and feasibility of the interventions.

- Execution phase: Securing funds, and execution, design and implementation of the road
conservation programme.

Expected outcomes, progress indicators and goals

Establishment of a management model for the decentralized road network, with support and active
participation at the local level.

The economy, competitiveness and prosperity pillar of the General Government Policy sets the sectoral
objective of creating the appropriate conditions and a good business climate for encouraging increased
investment and improving levels of competitiveness, by strengthening rural support infrastructure for
MSMEs through the construction of rural roads.

Strategic Objective GGP 4.1.2.3: Develop conditions to promote and strengthen micro-, small and
medium-sized enterprises and the cooperative sector.
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Expected outcome Indicator

Goal

Period

Through 2024, maintenance of a score of 3.50n  Ratio between promotional investment and
the Tourism Competitiveness Index (3.5 in the number of non-resident visitors entering

the 2017 edition) of the World Economic Forum.  the country. Verification rate of tourism

companies (%). Percentage of visitors served

by parks or archaeological sites.

By 2024, reductions of 27.8 percentage pointsin  Development and Poverty Indexes.
poverty and extreme poverty, with an emphasis on

the priority departments. (From 2014 to 2032 in:

extreme poverty*/poverty**/Alta Verapaz: 53.6 to

38.71* /29.50 to 21.3, Solola: 39.9 to 28.82%/ 4110

to 29.7, Totonicapan: 41.1 to 29.68*/36.40 to 26.3,

Huehuetenango: 28.6 to 20.66*

By 2024, an increase of 5.8 percentage pointsin  Employment rate/Unemployment rate
formal employment (from 30.5% in 2018 to 36.30%
in 2024).

By 2030, preparation and
implementation of policies for
promoting sustainable tourism
that create jobs and promote
local culture and products.

Main activities:

In coordination with the Ministry of Communications, Infrastructure and Housing (MICIVI) and other
competent agencies, the municipalities will prepare a diagnostic assessment of the current conditions of
their rural roads, prioritizing those areas with higher rates of poverty and extreme poverty and also taking
into consideration the potential of small and medium-scale producers and the potential for tourism.

Subsequently, resources are to be secured, in coordination with other government entities with

responsibilities for rural roads.

- Preparatory phase: The initial or preparatory phase covers the diagnostic assessments and the

identification of priority rural roads:

- Preparation of the priority criteria for interventions, and preparation of the diagnostic assessment
to justify the investment to be made; identification of the priority areas and communities and of
the infrastructure development measures to be implemented; and consensus-building with the

authorities and inhabitants of each municipality.

- Preparation of the pre-investment studies needed to ensure the viability and feasibility of

the intervention.

- Design and implementation of the road conservation programme in conjunction with the Road
Conservation Executing Unit (COVIAL), to ensure the correct maintenance of the stretches of road

where interventions take place.

- Action phase: Promote institutional coordination with the corresponding ministries and local governments:

- Negotiate financing, either with funds from the municipality or from agencies with responsibilities
for executing projects of this kind; Ministry of Communications, Infrastructure and Housing (CIV)
secures the investment necessary for the design, formulation and execution of the selected projects.

- Monitor the results and implement the road conservation programme.
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Project governance

The project proposes the creation of a working team to be coordinated by the Ministry of Communications,
Infrastructure and Housing (CIV), the Interior Ministry (MINGOB), the Ministry of Defence (MINDEF), the
Ministry of Social Development (MIDES), the Presidential Executive Coordination Secretariat (SCEP), the
Departmental Urban Development Council (CODEDE), and departmental and local governments.

Possible synergies with other initiatives

Duration

The initiative is planned for execution over a period of 36 months (3 years) according to the phases
indicated above:

- Preparatory phase: 0-12 months.
- Action phase: 13-36 months.

Budget: Uss 5,000,000
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Proposal 1.8

Modernization and improvement of drinking water and sanitation
services, Honduras

NO GOOD HEALTH
POVERTY AND WELL-BEING

ACTION

GLEAN WATER 13 CLIMATE
AND SANITATION

Implementing agencies:

National Water and Wastewater Service, municipal government and Community Development Institute
for Water and Sanitation.

Geographical coverage:

Central District Municipality (MDC) in Honduras.

Main topics:

- Access to basic services
- Resilience to climate change
- Water management

Context

The national drinking water and sanitation sector has historically been managed by the National Water
and Wastewater Service (SANAA), which is responsible for developing, financing, designing, constructing,
operating and regulating those services in Honduras. Under the country’s decentralization policies,
however, efforts have been made to separate the sector’s work at the national level, with the creation
of sectoral planning agencies, the National Water Council and a service regulatory authority; as a result,
responsibility for those services has been returned to 33 of the country’s municipalities, including the
Central District.

The challenges facing the sector at the national level are the result of the absence of the human and
financial resources needed for the sectoral institutions to fully assume their responsibilities, with which
only limited strategic sectoral planning actions have been carried out in pursuit of the coverage and
funding objectives under the National Water and Sanitation Plan. The drinking water and sanitation
regulatory authority does not have the capacity to serve all the country’s 298 municipalities; at the
same time, SANAA has not yet been given responsibility for four municipalities, including the Central
District, on account of difficulties in financing labour liabilities and in consolidating its role as a provider
of technical assistance.

The agency responsible for setting service policies in the Central District is the Municipal Water and
Sanitation Commission (COMAS) which, through its Municipal Water and Sanitation Management Unit
(UGASAM), plans and designs the necessary programmes and projects; it has also been providing support



ECONOMIC DEVELOPMENT PILLAR 71

for the transfer of those services from SANAA to the municipal authorities. Substantial progress has
been made recently with consolidating the transfer of services in the Central District to the municipality
in order to bolster the city’s economic development.

The following projects are currently under way:
- Project to Strengthen Drinking Water Services in Tegucigalpa (US$ 50 million, World Bank funding).

- Final Design of the Collection and Treatment Plant on the Choluteca River (US$ 1.3 million,
Central American Bank for Economic Integration (CABEI) funding).

- Maintenance and repair of the Rainwater, Wastewater and Drinking Water Hydrosanitary System of
Tegucigalpa and Comayaguela (US$ 15 million, funding from the Central District municipal government).

This project involves complementary investments to improve water production capacities and the
efficiency of the distribution network.

Objectives

Help improve the quality of and access to drinking water and sanitation services in the Central District
Municipality (MDC), through reforms to the water sector’s regulatory framework and infrastructure
programme to encourage the municipal consolidation of those services, thereby enabling the sector’s
governance to be improved in a context of climate change and ensuring an efficient and appropriate
regulation, management and provision of water resources in order to attend to service demand.

Expected outcomes, progress indicators and goals:

Expected outcome Indicator Goal Period
Expand the coverage of the drinking water Increase (in percentage or absolute terms) of the number
distribution system. of individuals served.

Expand the coverage of the sanitation system. Increase (in percentage or absolute terms) of the number
of individuals served.

Main activities

- Launch of the new Municipal Water and Sanitation Service Provider

- Launch of a safety action plan for the Los Laureles and La Concepcion dams, including the preparation
of studies into the work to be carried out, risk assessment of the impact of climate change on the
dams’ structural integrity, security plans for emergencies and immediate minor repair work on the dams.

- Development of tools for improving watershed management and climate resilience.

Duration

5 years.

Budget: Us$ 90,300,000

1 Investment of US$ 66,300,000 in place, leaving a funding shortfall of US$ 24,000,000.
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Annex

Other initiatives related to this thematic area under way in the subregion

CDP proposal National plans  Regional United Nations International Financial Private
programmes agencies and  cooperation institutions sector, NGOs
programmes
Universal access to health  2018-2022 Central American  UN-Water 2018-2022 Strategic - Central American  UN-Water
services that are Strategic Integration Government Plan. Integration
appropriate, timely and ~ Government Plan. System (SICA). System (SICA).

nearby, particularly in
municipalities and
territories where people
are more likely to migrate.

Ancillary programme for
climate change mitigation
and adaptation and for
the creation of green jobs.

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
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Proposal 1.9

Road infrastructure logistics, Honduras

INDUSTRY, INNOVATION 1 U REDUCED
ANDINFRASTRUCTURE INEQUALITIES

A
v

Implementing agencies:

- Honduras Strategic Investment (INVEST-Honduras).

- Secretariat of Infrastructure and Public Services (INSEP).

Geographical coverage:

Honduras.

Number of beneficiaries:

The Road Infrastructure Trust will create 40,000 sustainable jobs each year as of 2020, benefiting the
country’s 298 municipalities and, consequently, the entire population of Honduras, which currently
numbers around 9 million people.

Main topics:

- Logistics
- Connection and access
- Integration

Context

The construction of an efficient road system has become one of the foremost pillars for the economic
and social development of Honduras, at both the national and regional levels. In recent years significant
investments in road infrastructure have been made under the 2010-2022 National Plan and the
2010-2038 Country Vision, with the aim of creating conditions to bolster Honduras’s productivity and
economic competitiveness.

In 2015 the economy, transport and finance ministers of Central America —members of the Council of
Ministers for Economic Integration (COMIECO), Sectoral Council of Transport Ministers of Central America
(COMITRAN) and Council of Ministers of Finance of Central America, Panama and the Dominican Republic
(COSEFIN), respectively— agreed to draw up a Central American Regional Framework Policy on Mobility
and Logistics. That policy seeks to focus public action on the conveyance of passengers and goods rather
than following an isolated approach to modes of transport. It defines not only sectoral lines of action
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(maritime, airport, rail, ground transport, coordinated border management and urban logistics) but also
cross-cutting axes for intervention (actions in the productive and commercial spheres, personal mobility).

Those efforts are complemented by the Plan of the Alliance for Prosperity in the Northern Triangle, in
order to increase the dynamism of the productive apparatus and create economic opportunities. The
instrument: (a) identifies strategic productive sectors, (b) prioritizes improvements to infrastructure,
logistics and comprehensive trade facilitation, and (c) encourages focused investments in zones and
regions with the potential to become catalysing hubs for development.

In line with the existing regional strategic frameworks, Honduras has a National Logistics Plan that
identifies priority sectors, including textiles, agribusiness, light industry, forestry and tourism. In addition, it
bolsters efforts with other strategic areas, such as updating the regulatory framework for cargo transport
and the effective implementation of reciprocal transport regulations in the region, the preparation of
national policies for transport and logistics, coordinated border management, with emphasis on the
posts at El Florido (on the Guatemalan border) and El Poy and El Amatillo (on the Salvadoran border),
international trade facilitation through improvements in quality and certification systems and the
modernization of phytosanitary systems.

Significant progress with regional integration requires investments in expanding airport terminals, logistics
platforms at airports, borders and road infrastructure, and actions for integrated border management
and energy integration.

In road infrastructure, Honduras has made investments in the main Central American Integration
Corridors, such as the Southern Corridor that connects the border crossings at El Amatillo (in El Salvador)
and Guasaule (in Nicaragua), the Western Corridor that connects the city of San Pedro Sula with the
Guatemalan and Salvadoran borders, the Eastern Corridor that connects Tegucigalpa with the border at
Las Manos, and chiefly the Logistic Corridor, which is part of the highway integration initiative, intended
to reduce transport costs through the construction, renovation and improvement of several corridors that
traverse Mexico, Belize, Guatemala, Honduras and El Salvador, complementing Honduras’s port services
and accelerating the conveyance of goods between the Atlantic and the Pacific, and thereby contributing
to the goal of making the country an important logistics centre for the hemisphere.

Also during this year, execution of the Road Infrastructure Programme began, which will support the
maintenance of roads that interconnect the country’s municipal seats and tourist areas.

This project plans to supplement the investments made with an additional series of investments to
bolster the potential of the corridors under construction.
Objectives

Promote the country’s productive and social development through improvements to the primary road
network (logistic corridors) and the secondary and tertiary networks (Road Infrastructure Plan), reducing
travel times and vehicle and cargo operating costs and improving access to markets.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period

Reduced transport times.
Reduced cargo times and costs.

Percentage of the secondary and tertiary road network improved.
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Main activities:

The following are among the pending investments and those for which funds are still being identified:

- Road corridors (primary road network)

- Concession of the Western Corridor, stage I of Highway CA-4, Chamelecén-Naco-La Ceibita-La Entrada,
the aim of which is to connect with the investments made for a total of 118.6 km.

- Installation and operation of speed radars and dynamic toll devices, to improve road safety for
the public and help build Honduras’s logistics sector through the transformation, simplification
and harmonization of customs procedures, transparency, improved technology and infrastructure.

- Improvement of infrastructure and services in the Department of Islas de La Bahia.

- Road Infrastructure Plan (secondary and tertiary road network): The investment programme covers
regular conservation and routine maintenance, road repairs, surfacing of all municipal seat access
roads, pothole work and road beds.

Project governance:
Possible synergies with other initiatives:
Duration:

Budget: USs$ 3,731.6 million!

Annex

Other initiatives related to this thematic area under way in the subregion

CDP proposal National plans  Regional programmes United Nations International Financial Private
agencies and cooperation institutions sector,
programmes NGOs

Logistic corridors, 2010-2020 Council of Ministers for United Nations Office World Bank,

co-modal integration  National Plan,  Economic Integration for Project Services Infrastructure

and development. and 2010-2038  (COMIECO) of the (UNOPS). Sector.

Infrastructure for Country Vision.  Secretariat for Central Central American

the territorial American Economic Bank for Economic

development of Integration (SIECA). Integration

underprivileged areas. Sectoral Council of Transport (CABEI).

Ministers of Central America
(COMITRAN), SIECA.

Council of Ministers of
Finance of Central America,
Panama and the Dominican
Republic (COSEFIN), SIECA.

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

1 Investment under way for US$ 3,472.6 million, leaving a funding shortfall of US$ 259 million.
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Proposal 1.10

Strategic investments for the energy subsector, Honduras

DECENT WORK AND

1 GLIMATE
ECONOMIC GROWTH

ACTION

i | ©

Implementing agencies:

Ad hoc executing unit and the following Honduran institutions: Finance Secretariat, Secretariat of State for
Energy, National Electric Energy Company (ENEE). Other supervisory and auxiliary institutions: an ad hoc
transparency unit, the Electrical Energy Regulating Commission (CREE), and the System Operator (ODS,
the agency responsible for operating the system and administrating the electricity market in Honduras).

Geographical coverage:

Honduras. This proposal has a nationwide scope (as regards both the sustainability of the electricity
subsector and the introduction of natural gas).

Number of beneficiaries:

The planned direct beneficiaries are the country’s electricity service users and its total population
(around 8.8 million people in 2018), together with those economic activities that depend on a reliable
and affordable electricity supply.

Main topics:

- Sustainable energy development

- Economic development

- The country’s Electricity Transmission System

- Renewable sources of energy

- Conventional sources of energy

- Lower electricity prices

- Improved security and reliability of the electricity supply

- Repositioning of Honduras in the Central American Regional Electricity Market
- Regularization of public finances

Context

The electricity subsector is of vital importance to a country’s economic and social development. The
national electricity transmission system conveys energy from where it is produced (generating facilities)
to where it is consumed, using high-tension transmission lines and substations in the country’s main
cities. Electricity enables productive activities to take place. Honduras is connected to the rest of
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Central America by regional 230 kV transmission lines that are a part of the Electricity Interconnection
System for the Countries of Central America (SIEPAC) regional system and that link the country with
Guatemala, El Salvador and Nicaragua. Honduras is thus the only country in Central America with three
crossborder electrical interconnections under that regional system. Each of the links has a nominal rating
of 300 MW; that capacity, however, has been reduced by shortcomings in the national transmission
systems. Honduras is one of the Central American countries with the gravest shortcomings in the
development of its national electricity transmission network.

The General Electricity Industry Act, enacted in 2014, works for greater liberalization of generating
and marketing activities through the creation of a wholesale market for electricity and, additionally,
orders the transformation and divestiture of the National Electric Energy Company (ENEE) into a new
corporate structure comprising three companies —(i) Generation, (ii) Transmission and Operation, and
(iii) Distribution— subordinate to a Central ENEE Business Group. It also creates a System Operator (ODS)
and a regulatory authority for the electricity subsector (the Electrical Energy Regulating Commission,
CREE), which enjoys functional and budgetary independence.

In recent years, ENEE has faced a financial and institutional crisis; thus, under the Letter of Intent signed
between the Government of Honduras and the International Monetary Fund (IMF) in 2019 ! a series of
measures were established, including the regularization of the finances of ENEE and its reorganization
and strengthening, in order for it to attain sustainable management in the medium term (three years).
That will require the enforcement of the General Electricity Industry Act, the strengthening of the
regulatory agency, the implementation of effective oversight and regulatory mechanisms to improve
the management of all activities within the industry’s chain (production, transformation, transmission,
distribution and marketing), and the periodic review of the rates charged final users and the cost of
services related to the electricity service. All of this will help improve the governance of the electricity
subsector, reduce both technical and non-technical electricity losses and implement transparent and
efficient mechanisms for energy purchases and the expansion of the electrical infrastructure.

This requires the assistance of the national government and the possible recognition of public debt for
unrecoverable expenditure, including onerous contractual commitments for energy purchases signed by
ENEE, the transfer of which to final consumers could have caused social unrest.? A future renegotiation
of those contracts must not be discarded. Other actions recommended by the IMF include refinancing
the financial obligations of ENEE in order to replace its high-cost debt.

The institutional reforms of the energy subsector include a thorough corporate restructuring of ENEE.
The restructuring of the electricity market is an essential part of the economic programme; the recently
adopted Electricity Subsector Framework Act will be enforced, which aims at repairing and improving the
sector’s infrastructure and securing investment resources. The key element in the reform process is the
creation of the System Operator, charged with managing the energy network and ensuring the reliable
provision of electricity to residential, commercial and industrial consumers. The overarching aim is to
build a more efficient, open and transparent sector and to encourage private investment.

1 Infinancial terms, there are major challenges: in 2018 ENEE reported a deficit equal to 1% of gross domestic product (GDP), on
account of problems in government management and persistent operating inefficiencies that led to a massive accumulation
of debt, close to 11% of GDP, and the loss of the company’s financial autonomy.

2 It should be noted that electricity prices have been updated to reasonable levels, which has meant the reduction or elimination
of social safeguards for vulnerable populations living in conditions of poverty. Compared to its neighbours in Central America
—with the exception of the prices high-consumption industrial sectors are charged— Honduras’s electricity prices have ceased
to be the lowest in the region and are now among the most expensive. This has nevertheless translated into an improvement
in the financial situation of ENEE, which was suffering the effects of electricity losses, government debt and the high prices
set in energy purchase contracts entered into with private generators, many of which were based on renewable technologies.
To provide an idea of the magnitude of the electricity losses, note that reducing them to 12% enabled increased energy sales
and additional revenue of the order of US$ 225 million a year. The above estimate uses a conservative value for the price of
energy (12 cents of a dollar per kWh).
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Currently (2018), 67% of the country’s electricity output is generated using renewable sources of energy
(35.7% hydroelectric, 11.3% solar, 10.5% wind, 6.5% agri-industrial biomass and 3.4% geothermal). Among
these renewables, intermittent variable energy sources (IVES) account for 21.8% of the total. On account
of the projects currently under construction, this mix of renewable technologies will remain unchanged
over the coming years. That situation requires that attention be paid to the optimal mix of the country’s
electricity generation, taking account of natural variations in IVES, hydrology cycles and the frequency of
dry years. Excessive expansion in the share of renewable technologies is not necessarily the cheapest
option and, in addition, it can require major investments in reserve plants.

The country has a notable backlog in electrification, with an average coverage rate of 81% (2018). No
electricity service is available in 19% of households (around 450,000 families), with a bigger shortfall in
rural than in urban areas (33% and 15%, respectively). There is also a notorious level of underdevelopment
in the infrastructure used for electricity transmission, subtransmission, transformation and distribution
and in sales activities (metering, billing and customer service), which partly explains the high rates of
electricity losses, both technical and non-technical alike, that totalled around 32% in 2018.

For many families, the regularization of the electricity service would mean earmarking a significant portion
of their income for electricity bills, to the extent that in some surveys into the causes of migration, the
inability to pay power bills has started to emerge as a recurrent cause of human displacement in search
of better standards of living 3 That situation underscores the urgency of identifying sources of energy
and mechanisms to reduce the cost and prices of power generated in the country, and of reviewing
and restructuring the fee schedules, to include targeted subsidies for the lowest-income deciles of
the population.

All of this leads to difficulties in the Honduran electricity subsector and in the finances of ENEE, which
remains the main cause of the deficit in the non-financial public sector. The difficult financial situation
at ENEE is primarily the result of high prices in its energy purchase contracts with private generators,
consumer rates that prevent the recovery of costs and high energy losses. Furthermore, it has growing
levels of debt with the private electricity generators (around 0.5 percentage points of GDP), the existing
energy purchases restrict operating autonomy and leave little margin to minimize costs in acquiring
electricity, and the auxiliary services that ENEE provides remain unrecognized (and are provided free
of charge).

In this context, three lines of action have been identified for the sector’s development:

- Activities to strengthen all aspects of the electricity subsector (rules, regulations and business
practices) to ensure the sustainability of the Honduran electricity industry.

- Development of national mechanisms to bolster the electricity transmission, subtransmission and
transformation system (transmission lines and substations) and investments in the distribution
systems to consolidate an efficient and competitive electricity market, to benefit economic activities
and the population in general. Those projects will be funded through public-private investment
mechanisms, allowing private companies to participate through competitive processes and establishing
mechanisms for the repayment of works projects through the provision of the corresponding services,
using competitive fee schedules that reflect the added value of transmission, transformation and
distribution and are comparable to model companies in other countries (reflecting capital recovery
rates in accordance with the risks of the electricity industry and the country risk).

3 One preliminary estimate, based on 80% of non-technical losses originating in the residential sector (households) and a
consumption rate of 150 kWh/month, indicates that around a million households (families) do not pay for the electricity they
use. Regularizing their situations would mean monthly payments of US$ 30 (US$ 360 a year), which is difficult or impossible
for lower income families.
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- Development of new electricity generation facilities through the use of an ad hoc mix of renewable
sources and conventional thermoelectric plants, offering productive sectors and the general population
a quality electricity supply at competitive prices and in harmony with the environment.

Objectives

Set the foundations for the sustainability of the country’s electricity subsector through a national effort
that pursues the subsector’s sustainability and the development of infrastructure works projects for the
generation, transmission and transformation of electricity allowing, in the medium term (six years), a
dramatic reduction in electricity service costs and the prices paid by final consumers.

Expected outcomes, progress indicators and goals

Expected outcome Indicators Goals Period
Development of the Creation of all the institutions and agencies provided ~ Complete the development 6 months following
institutional framework for in law (% and number). of the institutional and approval of the

for the Honduran Budget allocations to all those institutions regulatory framework for the CDP initiatives.
energy sector. and agencies (%). Honduran energy sector, as

provided for in current
legislation, particularly the
General Electricity Industry Act.

Personnel hirings for those institutions
and agencies (%).

Adoption of regulations and agreements provided
forin law (%).

Existence of an energy % progress with the preparation and adoption Energy policy and electricity 12 months following
policy and development of the policy and plan for the electricity subsector. subsector development plans approval of the
plans for the finalized, socialized through CDP initiatives.
electricity subsector. consultations and approved

(by the executive and
legislative branches).

Regularization of ENEE financial surplus. Fee adjustment programme, 48 months (4 years)
the electricity Reduction and elimination of the energy-related public targeted subsidies, and following approval
subsector’s finances.  sactor deficit. renegotiation and reduction of  of the CDP initiatives.

ENEE debt allow the sustainable
development of the Honduran
electricity subsector to begin.

Negotiations with the
international financial sector and
strict compliance with monthly,
quarterly and annual goals.

Electricity losses at an acceptable level (%).

Construction and launch Tendering processes for works projects, in accordance  Identified priority works carried  Priority projects

of electricity with expansion plans, successfully concluded. outin the short and for the short term
transmissionand  Transmission lines built and operational (km and medium terms. (2021-2023) and
transformation projects. yo|tage level). Project costs allow reasonable g%%lzlljr%gron;
Transformer substations built and operational (MVA  Prices and costs for transmission '
and number). and transformation services
(in line with international

Elimination of supply failure risks due to insufficient
transmission and transformation capacity (duration

and frequency of blackouts total below 6 hours/year,
voltage within normal parameters; transmission and
transformation losses lower than 3%).

standards).
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Expected outcomes, progress indicators and goals (concluded)
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Expected outcome

Indicators

Goals Period

Construction and launch
of generating plants
using renewable
sources of energy
(hydroelectric, wind,
geothermal, solar,
biomass for
agroindustrial
cogeneration, etc.) in
accordance with the
optimal mix suggested
by indicative plans.

Construction and launch
of hydrocarbon-fired
generating plants (fuel
oil and natural gas) in
accordance with the
optimal mix suggested
by the indicative plans.

Investments and
job creation.

Bidding processes for technologies, in accordance with
expansion plans, successfully concluded.

New renewable installed capacity (MW, number of
plants and technology).

Firm generation and secondary generation delivered
to the system (GWh/year, number of plants
and technology).

Diversification of sources and share of renewables (%).

Reduction in greenhouse gases (tons of CO
equivalent) and contribution to nationally cfetermined
contributions (NDCs).

Elimination of supply failure risks due to insufficient
generation (probability of generation loss below 0.5%).

Bidding processes for technologies, in accordance with
expansion plans, successfully concluded.

Installed capacity (MW, number of plants
and technology).

Firm generation and secondary generation delivered
to the system (GWh/year, number of plants
and technology).

Diversification of hydrocarbons for thermoelectric
generation (%).

Reduction of greenhouse gases from natural gas
(GHG, tons of CO, equivalent/year) compared to coal
and oil-derivatives baseline.

Elimination of supply failure risks due to insufficient
generation (probability of generation loss below 0.5%).

Annual investments in renewable generation,
transmission and distribution of electricity (millions
of dollars).

Number of direct and indirect jobs during construction
of the thermoelectric plant.

Number of direct and indirect jobs in the electricity
subsector and the industry.

Execution of priority projects
identified in indicative plans for
the short and medium terms.

Monomial price for contracted
energy (dollars/MWh) at
reasonable levels (according
to international standards
and below the

Central American average).

Significant reduction in final
electricity prices (rates).

Priority projects
for the medium
term (2021-2026).

Prices of thermoelectric energy
are competitive, allow
reasonable electricity prices
and assist the sustainable
development of the country’s
electricity industry.

Priority projects for
the short and medium
terms (2021-2026).

Sustainable development of the
electricity subsector will create
around 2,000 direct jobs and
annual investments of around
US$ 100 million.

Main activities

- Activities to strengthen the electricity subsector (tentative, 2021-2024).

- Preparation and approval of the road map for attaining sustainability in the country’s electricity subsector.

- Negotiations with the international financial sector related to public debt, particularly non-financial
public sector debt.

- Preparation of a draft Energy Policy, drafting and updating of electricity development plans,
socialization of the policy and plans and their ultimate approval.#

- Agreements with the central government on the public debt of ENEE, subsidies for lower-income
families and possible renegotiation of some ENEE energy purchase contracts with private producers.

4 Inlate 2019, the Honduran System Operator (ODS) presented the relevant plans for electricity generation and transmission.
The Plan’s approval by the Secretariat of Energy and its socialization remain pending.
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- Strict compliance with the road map, particularly as regards: reduction of technical losses; reduction
of past-due payments; adoption and implementation of the new tariff schedule; implementation
and launch of the wholesale electricity market; review and possible renegotiation of energy supply
contracts; construction of the transmission, transformation and distribution projects included
in the National Plan; strengthening the agencies responsible for policies and rules (Secretariat
of Energy), regulation (Electrical Energy Regulating Commission, CREE) and market and system
operator (National Electrical System Operator), and creation of the Transparency Unit, to oversee
procurement, particularly as regards the new electricity generation projects.

- Development of national mechanisms to bolster the electricity transmission, subtransmission and
transformation system.

The Transmission Network Expansion Plan (PERT)? is based on studies of the current electricity situation
and future needs, in line with the country’s evolving electricity demand and supply. It defines quality and
safety guidelines for the electricity supply, at both the national and subregional (Atlantic, West, Centre
and South) levels. On that basis, the plan has identified and established priorities for the transmission
and transformation projects, both new facilities and refittings (replacement towers, increased substation
capacities). Most of the projects are urgently needed to reduce losses and improve service reliability
and quality.

The investment cost of the identified and unfunded new projects included in the CDP is estimated
at US$ 251 million. There are projects currently under way (previously identified and with funding)
with investment amounts of around US$ 112.2 million. Both groups of projects represent a total of
USs 363.2 million.

- Develop new electricity generation sources through an ad hoc mix of renewable energies and
conventional thermoelectric plants.

The Indicative Generation Expansion Plan (PIEG)® estimates that the country’s demand for electricity will
grow at an annual rate of 4%, with which the annual requirement will be 14,454 GWh in 2029 (compared
to around 10,000 GWh in 2019).

This expansion plan places emphasis on the current difficult situation, in which there is a significant
and rising shortfall (rationing). That deficit is the consequence of the failure to contract for firm capacity,
together with the high levels of reserves demanded by the intermittent sources of renewable energy in
operation and the transmission restrictions. An additional complication in the short term is the low rainfall
recorded during 2019, as a result of which water levels in the dam at the El Cajén plant (the country’s
largest generating facility) are very low. If the measures necessary to increase firm capacity are not taken,
the distribution company will be unable to cover its customers’ demand and the shortfall will continue
to increase. This is a very serious situation, which underscores the urgent need for immediate action:

(1) In the very short term, the contracted procurement of emergency energy (with neighbouring countries)
and with existing private power plants that are not connected to the grid (thermoelectric plants without
contracts) or with a plant that can be installed rapidly (barge type).

(i) In the medium term (2021-2014), calculations indicate that the system should be expanded by
350 MW from renewables (chiefly hydroelectric) and 340 MW from thermoelectric generation (preferably
natural gas), which would require an investment of around US$ 1.825 billion.

> System Operator, “Plan de Expansion de la Red de Transmision del Sistema Interconectado Nacional”, Tegucigalpa,
20 December 2019.

6 System Operator, “Plan de Expansion de la Red de Transmision del Sistema Interconectado Nacional”, Tegucigalpa,
20 December 2019.
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Project governance

An Executing Unit will be set up to supervise and execute the project, together with a Transparency Unit
or similar mechanism or agency to guarantee broad competition in all contracting operations and ensure
that energy prices and project costs are comparable to or lower than those in neighbouring countries.

In addition, the following institutions will also participate: the Finance Secretariat, the Secretariat of State
for Energy, the Electrical Energy Regulating Commission (CREE), the National Energy Company (ENEE),
and the System Operator and Administration Agency of the Electricity Market in Honduras.

Possible synergies with other initiatives

This initiative enjoys synergies with the following regional projects in the CDP: (a) Connecting Mexico to
the Electricity Interconnection System for the Countries of Central America (SIEPAC) and second SIEPAC
circuit, and (b) gas pipeline between Mexico and the countries of Northern Central America.

Honduras is a partner in SIEPAC and many players in its electricity industry interact with the Central American
Regional Electricity Market (MER). Accordingly, all this project’s activities enjoy virtual synergy with MER.
A second circuit for SIEPAC and a future connection with Mexico will increase the impact, transactions
and benefits of MER.

The regional gas pipeline between Mexico and the countries of Northern Central America will offer a
second entry point for natural gas in Honduras. Rather than being redundant, it would be beneficial from
the point of view of energy security and, additionally, would offer possibilities for arbitration (natural gas
via the pipeline versus liquefied natural gas brought in by ship). That would strengthen the Honduran
energy sector.

Duration

A duration of eight years is estimated.

Budget: uss 2,212.2 million
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Proposal 1.11

Development of the Isthmus of Tehuantepec: multimodal
interoceanic corridor, Mexico

NO DECENT WORK AND
POVERTY ECONOMIC GROWTH

INDUSTRY, INNOVATION
ANDINFRASTRUCTURE

1 SUSTAINABLE CITIES 1 CLIMATE
AND COMMUNITIES ACTION

e ©

Implementing agencies:

Geographical coverage:

This project will primarily cover 79 municipalities in the south and south-east of Mexico: 33 municipalities
in the State of Veracruz and 46 municipalities in the State of Oaxaca.

Number of beneficiaries:

The direct beneficiaries will be the region’s productive sectors. The indirect beneficiaries will be the
2.4 million people who live in the 79 municipalities.

Main topics:

- Economic development
- Infrastructure

- Connectivity

- Employment

- Social development

Context

The region of the Isthmus of Tehuantepec, covering a strip of land of some 200 km, is strategically
positioned in that it connects Mexicds south-east with the rest of the country and the Atlantic Ocean
with the Pacific.

The Isthmus of Tehuantepec covers 79 municipalities, 33 in Veracruz and 46 in Oaxaca. The subregion’s
economic indicators are modest, below the average for the country’s other regions.

Because of its enviable strategic position, as far back as the sixteenth century the isthmus was identified
as a potential strategic hub, and since then it has been the subject of a range of proposals and projects
intended to make it an interoceanic link and driver of Mexicds development.

The isthmus is one of the country’s regions with the most pronounced underdevelopment and socio-economic
challenges, in spite of containing two hubs of prosperity with particular economic potential: Salina Cruz
on the Gulf of Tehuantepec, and Coatzacoalcos on the Gulf of Mexico. These two ports have relatively
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undynamic levels of trade and container volumes, and weak logistics connections with each other
and the rest of the region. The Tehuantepec Isthmus Railway (FIT) and highway system, which provide
logistics connections in the isthmus, are significantly underdeveloped in terms of efficiency and costs.
The following table reports the current characteristics of marine transport through the isthmus system
compared to those of Panama and clearly indicates the inefficiency that characterizes the logistics
systems on the isthmus.

Maritime transport: Panama and Interoceanic Corridor

Characteristics Panama (current) Isthmus system (current)
Length (km) 81 300
Time taken to cross (hours) 16 16
Average speed (km/h) 5 19
Port delays (hours) 48 144
Days to cross 3 7
Thousands of twenty-foot equivalent unit (TEUS) per year 12 600 131
Thousands of tons per year 333000 1346

Source: ICA Ingenieria.

The current global context offers an opportunity to revitalize the development of the Isthmus of
Tehuantepec given the strategic importance of global commerce, high transport costs and evolving
trade routes. Sea routes between Asia and the United States are around 8,000 km shorter if they cross
the Isthmus of Tehuantepec rather than Panama. The interoceanic corridor would allow fuel savings of
around US$ 1 million per trip, equal to an additional two journeys a year.

The successful implementation of a comprehensive development strategy requires a logistics and productive
structure to support development, with new strategic hubs and productive centres with potential for
growth in the region, allowing the diversification and pursuit of economic activities with high added
value. This will in turn drive higher levels of productivity, create decent jobs that make intensive use of
labour and improve the local population’s economic conditions and standards of living.

The interoceanic corridor project for the development of the Isthmus of Tehuantepec seeks to strengthen
connectivity on the isthmus by improving the region’s network and logistics with projects for the
modernization of the Isthmus Railway and of the ports of Coatzacoalcos and Salina Cruz, the expansion
of the airport network and investments in highway infrastructure and rural roads, all undertaken with
social awareness and in constant consultation with the local communities.

Objective

Implement a logistics platform combining the provision of port administration services by the competent
agencies at the ports of Coatzacoalcos in the State of Veracruz and Salina Cruz in the State of Oaxaca, and
their interconnection by rail link, and contribute to the economic and social development of the region.
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Expected outcomes, progress indicators and goals

Expected outcome

Indicator

Goal

Period

More efficient rail transport.

Efficient and logistically integrated
commercial ports.

Improved logistics and
regional integration.

Energy integration in the
isthmus region.

Regulatory frameworks for
the pursuit of national and
international trade.

Job creation during construction
and during the operation of the
interoceanic corridor.

Creation of new industrial
development hubs.

Transport costs.

Commercial cargo at the ports.

Modern logistics services at the
port cities.

Reduced connection times.

Integrated sources of energy in
the isthmus’s energy axis.

Negotiation of international
agreements.

Number of direct and indirect jobs
during construction of the
interoceanic corridor.

Number of industrial
development hubs.

Number of direct and indirect jobs
in the industry.

Reduced transport costs.

Increased commercial cargo
at the ports of Salina Cruz
and Coatzacoalcos.

N/A

Wind energy, natural gas, oil.

Number of agreements signed.

11,000 direct jobs during
the construction and
modernization phase.

10 industrial development hubs.

20,000 jobs in other sectors.

1 year following modernization
of the rail network

3 years following
modernization of the ports

2 years

2 years

2 years following
modernization of the ports

2 years

3 years following the launch
of the interoceanic corridor

Main activities

1. Prepare a diagnostic assessment of socioeconomic conditions and logistics infrastructure in the

isthmus region.

2. Identify, conduct a feasibility analysis of and establish priorities for the enabling infrastructure projects.

3. Design and implement infrastructure modernization initiatives:

(@) Identify the social, environmental, economic and financial stakeholders to be involved in implementation.

(b) Obtain funding, prepare and sign contracts, issue tenders for works projects and secure rights of

way to modernize and expand the interoceanic corridor’s infrastructure.

(c) Modernize the Tehuantepec Isthmus Railway: definition of implementation phase, key stakeholders

and actions.

(d)Modernize and strengthen the commercial ports: definition of implementation phase, key
stakeholders and actions.

(e) Modernize and expand the highway network and bolster air infrastructure: definition of implementation
phase, key stakeholders and actions.
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4. Create Special Economic Zones (ZEEs):
(@) Identification of strategic hubs for economic activity.
(b) Selection of sectors for the ZEEs, and design the type of incentives needed.
(c) Comparative analysis of the proposed ZEEs with other ZEEs.
5. Identify opportunities and relevant stakeholders for regional development in the enabling sectors:
(@) Energy sector.
(b) Mining sector.

(c) Forestry sector.

Project governance

Secretariat of Communications and Transport and Secretariat of Finance and Public Credit, Mexico.

Duration

27 month

Budget: uss 3,243,100
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Proposal 1.12

Autonomous solar panel infrastructure for pumping water in rural
communities, State of Campeche

NO ZERD CLEAN WATER AFFORDABLE AND DECENT WORK AND 1 SUSTAINABLE CITIES
AND COMMUNITIES

O M i

POVERTY HUNGER AND SANITATION CLEAN ENERGY ECONOMIC GROWTH

12 RESPONSIBLE 1 GLIMATE
CONSUMPTION ACTION
ANDPRODUCTION

Implementing agencies:

Secretariat of Sustainable Energy Development of the State of Campeche, Secretariat of Planning and
possible involvement of local companies in the sector.

Geographical coverage:

To cover rural communities in the State of Campeche that use pumps in their everyday activities and
productive processes.

Number of beneficiaries:

350 rural communities.

Main topics:

- Fighting poverty in rural communities

- Promoting the use of renewable energy in productive processes
- Contributing to the development of sustainable agriculture

- Encouraging the generation of affordable and sustainable energy
- Promoting sustainable and inclusive economic development

Context

Water is vital for community development, particularly so in rural communities. Rising electricity rates
and insufficient capacity for earning income to pay for their energy consumption, however, directly affect
those communities’ economic and social development.
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The State of Campeche currently reports a total of 500 pumps for drinking water in its 350 rural
communities. As the result of the high cost of electricity, 60% of those communities owe money to the
electricity service supply company.

The use of renewable energy for autonomous energy generation through solar panel systems —understood
as a series of solar panels connected to a submersible multi-voltage water pump— has been proposed
to address this problem. They will be used during sunlight hours, with which the communities’ demand
for electricity will be almost eliminated, generating savings.

Objective

Implement infrastructure to make use of renewable energy, replace drinking water pumping systems and
help reduce rural communities’ spending on power for their productive processes. In addition, to help
improve the quality of life of families by guaranteeing the communities’ electricity supply by reducing service
interruptions caused by failures to pay and, at the same time, strengthening the drinking water supply.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Design, development and implementation of the project ~ State project to install solar-powered 1 project 3 months
to install and/or replace solar-powered infrastructure infrastructure solutions in rural communities.

solutions for pumping drinking water in rural
communities of the State of Campeche.

Installation and/or replacement of solar-powered Number of beneficiary rural communities 350 rural 1 year
infrastructure solutions for pumping drinking water in the State. communities

in rural communities of the State of Campeche.

Implementation of a training programme for rural Training programme implemented. 1 training programme 3 months
producers to ensure improved use and performance implemented

of solar-panel solutions.

Main activities

1. Design, development and implementation of the project to install and/or replace solar-powered
infrastructure solutions for pumping drinking water in rural communities of the State of Campeche,
including at least the following subactivities, and serving 50 rural communities in the State during
the first stage:

(a) Survey to update the register of rural communities and the number of installed drinking-water pumps.

(b) Preparation of an energy diagnostic and operational assessment of water-pumping systems in
agricultural communities.

(c) Preparation of pre-investment, pre-feasibility and feasibility studies of the solar-panel solutions
deemed necessary.

(d) Secure funding, prepare and sign contracts for the purchase and installation of the solar panels
and/or to replace the water pumping systems in the rural communities.

(e) Installation and/or replacement of solar-powered infrastructure solutions for pumping drinking
water in rural communities of the State of Campeche.
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(f) Training programme for rural producers to ensure improved use and performance of solar-panel
solutions implemented.

(g) Promote, coordinate, oversee and monitor the development of the project.

Project governance

The Secretariat of Sustainable Energy Development of the State of Campeche will be the agency
responsible for the execution and technical validation of the project; the Secretariat of Planning of the
State of Campeche will be responsible for technical assistance within the scope of its competence,
providing the information required by the project. An ad hoc committee will be established.

Possible synergies with other initiatives

CDP proposal National plans Regional United Nations International  Financial Private sector,
programmes agencies and  cooperation institutions  NGOs
programmes
Autonomous solar 2019-2024 National  2015-2021 State ECLAC Mexican Agency  Inter-American Private
panel infrastructure for Development Plan ~ Development Plan of for International Development — consultants
pumping water in rural - and connected the State of Campeche. Development ~ Bank (IDB)
communities of the programmes. Cooperation
State of Campeche. (AMEXCID)
Programmes of the ~ 2016-2021 Sectoral German Agency  World Bank ~ Private
National Commission Energy Development for International companies
for Efficient Use Programme of the Cooperation participating
of Energy. State of Campeche. (GIZ) in the technical
and economic
proposals
Duration

Estimated duration of one year and six months.

Budget: US$ 11,147,935
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Proposal 1.13

Reconstruction of interregional feeder roads, State of Chiapas

INDUSTRY, INNOVATION
ANDINFRASTRUCGTURE

o

Implementing agencies:

Chiapas State Government, through the Commission for Roads and Water Infrastructure, a decentralized
sectoral public agency.

Geographical coverage

State of Chiapas.

Number of beneficiaries:
3,652,535 people.

Main topics:

- Safe accessibility
- Reducing poverty
- Interregional connectivity
- Economic growth

Context

In the State of Chiapas, the absence of road infrastructure or its poor quality hinders territorial connectivity
and restricts productive activities, increasing general travelling costs and times. This reduces the profitability
of the economic activities of the people of Chiapas and hampers their timely access to basic security,
health and education services.

In the State, many inhabitants of indigenous communities and villages lack the connectivity services
that would ensure them satisfactory living conditions and provide them with the means for undertaking
their own development processes. The absence of those services, together with cultural, geographical
and other barriers, lead to situations of exclusion.

The State has 23,450 km of highways, of which 31.7% are paved and 68.3% are surfaced rural roads and
dirt roads. The road network comprises 2,655 km of federal trunk roads, 5,019 km of state paved roads,
15,717 km of rural roads and 59 improved tracks. The proposed programme aims to rebuild those roads.
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Objective

Improve territorial connectivity infrastructure in the State of Chiapas.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Calculation method Goal
Improve the State’s network  Number of road improvement actions completed/Total number of road Percentage 100
of roads and bridges. improvement actions planned x 100.

Number of bridge improvement actions completed/Total number of bridge
improvement actions planned x 100.

Main activities

- Actions to conserve and rebuild interregional feeder roads in Chiapas.
- Actions to repair vehicle bridges on interregional feeder roads in Chiapas.

Project governance

The Commission for Roads and Water Infrastructure, a decentralized sectoral public agency of the
Chiapas State Government, is the agency of the public administration with responsibility for “pursuing
actions to improve water, road and bridge infrastructure, for the benefit of society, to improve the quality
thereof”, pursuant to Article 5, section 1V, of the Decree Creating the Commission for Roads and Water
Infrastructure, which was published in Official Gazette No. 006 on 31 December 2018.

Possible synergies with other initiatives

On 14 June 2019, the Official Journal of the Federation published the Decree creating the non-sectoral
decentralized public agency called the “Tehuantepec Isthmus Interoceanic Corridor”, the goal of
which is to implement a logistics platform integrating the provision of port administration services
by the competent agencies at the ports of Coatzacoalcos, Veracruz, and Salina Cruz, Oaxaca, and their
interconnection by means of a rail link, together with any other actions to further the development of
the Tehuantepec Isthmus region, with a comprehensive, sustainable and inclusive vision, promoting
economic, productive and cultural growth. The Government of Mexico is also currently developing the
Mayan Train project, in pursuit of regional development and the integration of tourism offerings, primarily
intended to increase economic spillovers to benefit the population of the states to be crossed by this
new rail link, which include Chiapas.

Duration

The project will have a duration of five years, for the reconstruction of 384.40 km each year. During the
first year, priority will be placed on road sections requiring urgent attention, with operational goals.

Budget: Uss 90,820,000
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Annex

Other initiatives related to this thematic area under way in the subregion

CDP proposal National plans Regional United Nations agencies International Financial Private

programmes  and programmes cooperation institutions  sector, NGOs
2019-2024 State 2019-2024 National 15 regional None None None None
Development Plan. Development Plan. programmes.

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
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Proposal 1.14

Modernization and expansion of Port Chiapas, State of Chiapas

NO ZERD
POVERTY HUNGER

GENDER DECENT WORK AND INDUSTRY, INNOVATION
EQUALITY ECONOMIC GROWTH ANDINFRASTRUCTURE

1 REDUGED 11 SUSTAINABLE CITIES 1 GLIMATE 17 PARTNERSHIPS

INEQUALITIES AND COMMUNITIES ACTION FOR THE GOALS

A

2 | sie

Implementing agencies:

- Chiapas State Government, with the participation of the General Coordination Office of Ports and
Merchant Shipping, Administracion Portuaria Integral de Puerto Madero, S.A. de C\V. and the Secretariat
of Economic Affairs (State government).

Geographical coverage

State of Chiapas.

Number of beneficiaries

4.5 million inhabitants.

Main topics:

- Expansion of navigation areas of Port Chiapas (construction dredging)

- Construction of a new facility for container cargo and general cargo

- Maintaining channel depth through annual maintenance dredging

- Construction of pipeline installation for supplying fuel

- Construction of a terminal to handle oil, oil derivatives, petrochemicals and other liquids

Context

- Navigation areas of Port Chiapas (construction dredging).

Demand for exports of containerized cargo and agricultural bulk cargo requires expanded navigation
infrastructure, which will enable the port to attract new merchandise.
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Construction of a new facility for container cargo and general cargo.

The installed capacity of Port Chiapas is insufficient for the port services demands of containers and
general cargo, and storage capacity is limited; it would therefore be useful to expand the infrastructure
for this link in the services logistics chain, together with appropriate facilities for perishable goods.

Maintain navigation channel depth through annual maintenance dredging.

Permanent maintenance will ensure the conservation of the port’s physical characteristics in safe,
efficient and economic conditions, and so this project is intended to ensure increased ship arrivals
at Port Chiapas.

Construction of pipeline installation for supplying fuel.

At present, liquid cargo stored at the Petréleos Mexicanos (PEMEX) facilities is transported by land
from Salina Cruz, Oaxaca, which leads to high operating costs. Accordingly, PEMEX plans to install
a network of pipelines to connect its facilities to the multi-purpose dock for the provision of fuel.

Construction of a terminal to handle oil, oil derivatives, petrochemicals and other liquids.

The increasing volumes of oil-based products are conveyed by land, for handling at a port terminal,
the construction, use, exploitation and operation of a specialized public facility is therefore planned
for the handling and storage of oil, oil derivatives, petrochemicals and other liquids.

Objectives

Increase the port’s installed capacity and services for different lines of business through construction
dredging in new areas of water for navigation and for the operation of the planned future terminals.

Increase the port’s installed capacity and services for containerized and general cargo, which will entail
an investment project for the construction of a new 55,542.26 m? container facility.

Annual maintenance dredging to maintain depth levels in the port’s navigation areas.

Construct a pipeline installation to supply fuel, in order to increase cargo and service throughput
at Port Chiapas. Because of their proximity, the construction, use, exploitation and operation of a
pipeline facility is planned to supply the dock with fuel from the PEMEX terminal.

Construction of a terminal to handle oil, oil derivatives, petrochemicals and other liquids. Construction
of new storage areas for oil, oil derivatives and petrochemicals, taking the energy-sector reforms
into account.
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Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period

1. Increased number of berths. Construction dredging ~ 72.65 ha dredged to ~ Medium and
2. Ability to receive larger vessels. adepth of 1I'm long term
3

- Increased arrivals representing different lines of business.

. Increased cargo. Construction of 5.55 ha built Medium term
_ Commercial development through new export routes. storage areas

. Greater capacity for storing container cargo and general cargo.

. Job creation.

. Income generation through private investment and
regional development.

(O N S O N S

1. Maintain depth for the security of vessels arriving at the port. Maintenance dredging 650,000 m’a year  Short term

2. Ensure the operating depth of the navigation areas 365 days a year.

1. Job creation through private investment. Pipeline construction 1,354 m of pipeline  Medium term
2. Increased cargo and services for Port Chiapas.

3. Generation of own income for API Chiapas.

1. Job creation through private investment. Construction of 10.27 ha Medium term
2. Increased cargo and services for Port Chiapas. a terminal

3. Generation of own income for API Chiapas.

Main activities

Examine each of the projects within the Port Development Master Programme.
Register each of the projects with the investments unit.
Secure funding from the federal Secretariat of Finance and Public Credit for project execution.

Organize public tendering for the contracts.

I N

Carry out the works projects.

Project governance

- General Coordination Office of Ports and Merchant Shipping.

. Secretariat of Finance and Public Credit.

- Administracion Portuaria Integral de Puerto Madero, S.A. de CV.
- Secretariat of Economic Affairs (State government).

Possible synergies with other initiatives

- National Development Plan.
- SCT sectoral programmes.
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Duration

Navigation areas of Port Chiapas (construction dredging)

- Pre-investment (2 years)

- Execution (2 years)

- Implementation (2 years)

Construction of a new facility for container cargo and general cargo
- Pre-investment (1 year)

- Execution (1 year)

- Implementation (2 years)

Maintaining channel depth through annual maintenance dredging
- Pre-investment (6 months)

- Execution (3 months)

- Implementation (immediate)

Construction of pipeline installation for supplying fuel

- Pre-investment (1 year)

- Execution (1 year)

- Implementation (2 years)

Construction of a terminal to handle oil, oil derivatives, petrochemicals and other liquids
- Pre-investment (1 year)

- Execution (2 years)

- Implementation (2 years)

Budget: USs$ 95,002,000
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Proposal 1.15

Highway between Acapulco International Airport and the new tourist
development on the Pacific coast, State of Guerrero

QUALITY DEGENT WORK AND

INDUSTRY, INNOVATION 12 RESPONSIBLE
EDUCATION ECONOMIC GROWTH

ANDINFRASTRUGTURE CONSUMPTION

|!!| l ii/" & &“““c"uu

Implementing agencies:

Federal Government and Guerrero State Government.

Geographical coverage:

The section of highway includes the municipalities of Acapulco de Juarez and San Marcos and the Costa
Chica coastal region of Guerrero; connection with the State of Oaxaca, Mexico City by Highway 200, State
of Mexico, Puebla and the entire central region of the country.

Number of beneficiaries:

It is estimated that 50,000 jobs will be created (10,000 direct and 40,000 indirect) in the municipality
of San Marcos, adjacent municipalities and other states; it will also encourage new tourist developments
that will attract numerous visitors from both Mexico and abroad. The tourist development associated
with the highway will be a major earner of foreign currency.

Main topics:

- Sustainable economic development
- Competitiveness

- Tourism

- Investment

- Employment

Context

The construction of the Acapulco South Highway aims to increase the State’s tourism supply and to
catalyse the potential of the municipality of San Marcos. It is based on the following characteristics:

- Total surface area of the tourist zone: 7,623.95 ha.

- 45 km of virgin beach: granted as a destination to Promotora Turistica de Guerrero (PROTUR), a
parastate agency of the Guerrero State Government, the Federal Maritime Terrestrial Zone (ZOFEMAT),
by the Secretariat of the Environment and Natural Resources (SEMARNAT).
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- Ecological Planning and Land Zoning Programme (POET) in place.
- Partial Tourist Zone Plan.

- Partial Municipal Seat Urban Development Plan (PPDUCM).

Objective

Construct the Acapulco South Highway, which will diversify the State of Guerrerds tourism supply, with
a vision of sustainable environmental development and social responsibility.

Expected outcomes, progress indicators and goals

Expected outcome Goal Period

Reduction of unemployment rate in the State. Employment Reduction of unemployment rate by 5.0% a year.
Increased investment in the State’s tourism sector. Investment Increased investment of 30.0% a year.
Expansion of tourist activities in the State. Tourist activity Growth of 30%.

Main activities

1. Secure the federal government concession to built, operate, conserve, maintain and exploit the highway.

2. Construct a four-lane hydraulic concrete highway, 40 m wide by 58 km long, to connect the port of
Acapulco with the San Marcos tourist area.

Project governance

The Guerrero State Government will promote the project among different municipal, state, and federal
agencies so that they can participate in the project’s development in accordance with their powers
and authority.

Possible synergies with other initiatives

The project will connect with the tourism guidelines of the 2019-2024 National Development Plan and
the 2015-2021 State Development Plan.

According to the project’s needs, efforts will be made to secure the participation of the federal government’s
development bank and national and international financial institutions.

Duration

Two or three years are estimated for the construction of the highway.

Five years are estimated for the development of the tourist centre.

Budget: US$ 154,000,000
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Proposal 1.16

Rehabilitation of the market area of the Margarita Maza de Juarez
Wholesale Market, State of Oaxaca

GENDER DECENT WORK AND

12 RESPONSIBLE
EQUALITY ECONOMIC GROWTH

CONSUMPTION
AND PRODUCTION

Implementing agencies:

Oaxaca State Government and Oaxaca Institute for Entrepreneurship and Competitiveness (IODEMC).

Geographical coverage

The project for the renovation of the market area of the Margarita Maza de Juarez Wholesale Market will
be carried out in the municipality of Oaxaca de Juarez, but on account of its importance, it impacts the
entire State.

Number of beneficiaries

Direct: 3,000
Indirect: 500,000

Main topics:

Economic reactivation, job creation, food security, security, food safety.

Context

Public markets are places full of life and colour, with stall holders who often buy and sell there as part
of a family legacy handed down from generation to generation. They offer the public a wide variety of
products, including fruit, vegetables, dried chillies and seeds, meat and fish, typical Oaxacan products
such as various cheeses, baked goods, chocolate, tortillas of all kinds, flowers, apparel, footwear and an
extensive range of handcrafts, in addition to offering food and drink of all types.

The market area, with around 5,000 stall holders, is a part of the Margarita Maza de Juarez Wholesale
Market in the municipality of Oaxaca de Juarez. It comprises the Dry Zone, Wet Zone, Contingency
Corridor, Dining Zone, Handcraft Area and tianguis, in addition to East and West Modular Zones. It was
built in 1974 and, since then, has not received proper maintenance. This lack of preventive maintenance,
in addition to the improper use made of the facility, has led to a severe deterioration of the electrical,
hydraulic, sanitary and rainwater installations and of the roofing, corridors and facades; most of them
are collapsing and offer insufficient capacity, which poses health and safety risks to those employed
there and the members of the public who come to buy.
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For the Oaxaca State Government, the Wholesale Market is of great value in that it is an important
part of the city’s folklore and of local consumption patterns and a tourist attraction for domestic and
foreign visitors.

However, in recent years this model of traditional commerce has been losing favour among consumers
compared to modern forms of retail shopping, such as supermarket chains and other commercial
formats. In the current context the Wholesale Market must be strengthened through a comprehensive
renovation of the market area, equipping it with the tangible and intangible assets necessary to improve
its competitiveness and to again attract the customer numbers it once enjoyed.

Objective

Renovate the infrastructure of the market area of the Margarita Maza de Juarez Wholesale Market in the
municipality of Oaxaca de Juarez, to increase its competitiveness, regain customers and increase sales
of regional products.

Expected outcomes, progress indicators and goals

Expected outcome  Indicator Goal Period
L Improved 1.1 Percentage increase in customer numbers 1.1 25% increase in customer numbers Medium term
service quality 1 2 percentage increase in sales volumes 1.2 20% increase in sales volumes Medium term
2. Risk reduction 2.1 Percentage reduction in accident numbers 2.1 50% reduction in accident numbers Short term
2.2 Percentage reduction in crime numbers 2.2 20% reduction in crime numbers Medium term
3. Jobs created 3.1 Temporary jobs created 311,000 temporary jobs created Short term
3.2 Permanent jobs created 3.2 500 permanent jobs created Medium term
3.3 Permanent jobs maintained 3.310,000 permanent jobs maintained Short term

Main activities

1. Prepare preliminary studies and executive plans for the renovation work at the Margarita Maza de
Judrez Wholesale Market in the municipality of Oaxaca de Judrez.

2. Socialize the renovation project’s actions and scope among stall holders, the public and other
relevant stakeholders with a connection to the Wholesale Market to minimize opposition caused
by disinformation.

3. Define spaces for the temporary relocation of stall holders during the renovation work and equip
those spaces with temporary facilities.

Set up social oversight committees for the renovation project.
Execute the project by stages (as specified in the “Duration” section).

Manage and oversee the execution of the project and resources in accordance with the project schedule.

N vk

Strengthen the human capital through training exercises on basic administration and accounts,
hygiene, customer service and other topics.

8. Staggered return of the stall holders (as specified in the “Duration” section), together with training
on the correct use and maintenance of the renovated facilities.

9. Design and execute campaigns to attract customers to the Wholesale Market.
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Project governance

The executive plan of the project is to be prepared by the Oaxaca State Government, through the Oaxaca
Institute for Entrepreneurship and Competitiveness.

The State Government will be responsible for carrying out the project; however, work will be coordinated
with the municipality of Oaxaca de Judrez, since the market is municipal property.

Possible synergies with other initiatives
Funds are expected from the federal, state and municipal governments; however, neither the source of
funding nor the amounts to be contributed by each government have yet been defined.

Duration

The project’s duration is estimated at 28 months, with work beginning simultaneously on constructing
the parking area and on renovating the Dry and Wet Zones and the Modular Zones. Once the Dry and
Wet Zones are finished, work will continue on the Stall Corridor and, finally, the Dining Area.

2020 2021 2022

feb mar apr may jun jul aug sep oct nov dec jan feb mar apr may jun jul aug sep oct nov dec jan feb mar apr may

Construction
of parking area

Refitting of
dining area

Wet and dry
market area

Stall corridor
in market area

Modular zone
corridors

Budget: US$ 19,994,702
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Proposal 1.17

Highway to the Papaloapan basin and bypass for the city of Tuxtepec,
State of Oaxaca

NO DECENT WORK AND
POVERTY ECONOMIC GROWTH

INDUSTRY, INNOVATION 1 SUSTAINABLE CITIES
ANDINFRASTRUCTURE AND COMMUNITIES

N7

Implementing agencies:

Oaxaca State Government, through the General Directorate of Roads and Airstrips of Oaxaca (CAO).

Geographical coverage

Central Valleys, Northern Mountain and Papaloapan regions of the State of Oaxaca.

Number of beneficiaries

727117 inhabitants (districts of Ixtldn, Mixe, Tlacolula, Tuxtepec and Choapam).

Main topics:

- Economic development

- Sustainable development
- Safe infrastructure

- Mobility

- Interconnectivity

Context

Integrate the population in the project’s impact zone into the country’s social, economic and cultural
development and, in addition, contribute to the country’s economic development by offering a safe and
cheap land communication alternative for the conveyance of passengers, goods and services between
the Pacific Ocean and the Gulf of Mexico.

Objective

Provide modern, safe and economic road infrastructure to catalyse the economic development of the
State and of the country’s southern and south-eastern regions.
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Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period

1. Reduced travelling times Travelling hours Reduction from 6 to 2.5 hours Medium term

2. Reduced passenger transport costs Ticket prices Reduce from $595 to $386.75 Medium term

3. Reduce the number of highway accidents Number of accidents 35% fewer accidents (the accident rate currently Long term
stands at 6.34)

Main activities

- Preparation of the executive plan.

- Socialization of the project in the region.

- Acquisition of rights of way and easements.

- Identification of the project funding mechanism.

- Execution of works projects.

- Launch.

- Conservation and maintenance of the infrastructure.

Project governance

Federal and state governments through a Service Delivery Project (SDP) funding model.

Duration

Activity Time
Executive plan, socialization and purchase of rights of way. 2 years
Identification of the project funding mechanism. 1 year
Execution of works projects. 4 years
Launch. 1 year
Conservation and maintenance of the infrastructure. 20 years

Budget: Us$ 597,630,000
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Proposal 1.18

Access road to the new Port of Frontera, State of Tabasco

DECENT WORK AND INDUSTRY, INNOVATION

1 REDUCGED 1 PARTNERSHIPS
ECONOMIC GROWTH ANDINFRASTRUCTURE

INEQUALITIES FOR THE GOALS

o | s

Implementing agencies:

A
S| &
v

Secretariat for Economic Development and Competitiveness of the State of Tabasco.

Geographical coverage:

Centla, Tabasco.

Number of beneficiaries:
110,130 inhabitants.

Main topics:

- Industrial development
- Infrastructure

- Logistics

- Social impact

- Accessibility

- Urban development

- Economic development

Context

Tabasco is the state with the highest number of contracts awarded in the nine tendering processes
carried out by the National Hydrocarbons Commission. The 35 contracts signed for the exploration and
exploitation of onshore fields and shallow and deep waters will bring an estimated economic spillover
of US$ 42 billion and the creation of more than 400,000 jobs over the coming 30 years.

Most of the oil fields are in the Gulf of Mexico in the south-east of the country, which will give rise to
unprecedented demand for services in the oil and gas sectors. Currently the options for covering that
demand are limited, since only two alternatives exist: Ciudad del Carmen in the State of Campeche
(where users face delays on account of oversaturation) and Dos Bocas in the State of Tabasco.

The Port of Dos Bocas operates under a federal concession and is located in the municipality of Paraiso,
82 km from the state capital. Its main activities are operations in the oil and gas sector; however, the
construction of the refinery will lead to its saturation, on account of the constraints it currently faces.
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Objective

COMPREHENSIVE DEVELOPMENT PLAN

Build an access road for the new Port of Frontera, meeting cutting-edge industrial requirements and

equipped with all basic services.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period

Job creation. National Institute of Statistics and Geography  Reduce the monthly unemployment rate ~ Medium term
(INEGI) unemployment rate. In year-on-year terms.

Social impact (water, drainage, National Population Council (CONAPO) Reduce the marginalization index Medium term

electricity, water treatment marginalization index.

compared to the previous five-year period.

plant for the community).

Main activities

- Hiring of local workers and services provided by local population centres.
- Urban planning for the development of a new settlement in the port’s area of influence.

Project governance

Tabasco State Government through the Secretariat of Economic Development and Competitiveness and
the Secretariat of Land Zoning and Public Works.

Possible synergies with other initiatives

This project offers an enormous potential for joint work with the International Labour Organization, the
Joint United Nations Programme on HIV and AIDS, the United Nations, the United Nations Industrial
Development Organization, the World Bank and the European Union.
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Duration

A period of two years has been estimated, with emphasis on concluding the first stage in the first year.

Budget: USs 145364,282
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Proposal 1.19

Industrial and logistical infrastructure for trade with Central America,
State of Tabasco

NO DECENT WORK AND

INDUSTRY, INNOVATION 1 REDUCED 1 PARTNERSHIPS
POVERTY ECONOMIC GROWTH

ANDINFRASTRUCTURE INEQUALITIES FOR THE GOALS
A
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Implementing agencies:

Secretariat of Economic Development and Competitiveness, Secretariat of Land Zoning and Public Works
and Secretariat of Mobility of the Tabasco State Government.

Geographical coverage:

Mexican State of Tabasco and countries of Northern Central America: El Salvador, Guatemala and Honduras.

Number of beneficiaries:

35.6 million inhabitants of Central America and Tabasco.

Main topics:

- Economic growth
- Trade

- Infrastructure

- Employment

- Migration

Context

The border region between the State of Tabasco and Guatemala suffers from a series of problems related
to illegal immigration from Central America headed towards the United States, the uncontrolled trade
in goods and a series of factors that represent danger through the conveyance of drugs and weapons.

In April 2019, the number of individuals brought before the National Migration Institute (INM) for irregular
entry into Mexico rose by 17.1% compared to the corresponding period the previous year.

In addition to migration, this region —which, on the Mexican side, covers the municipalities of Tenosique
and Balancan in Tabasco and, on the Guatemalan side, the Department of Petén— has an enormous
commercial potential based on agricultural products, miscellaneous manufacturing and tourism.

Moreover, the historical flow of commercial transactions for manufactured goods between Mexico and
Central America represents an area of opportunity for the creation of a venue to facilitate trade, lower
costs, create jobs and, in addition, constrain migration in the region.
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A border crossing already exists, at El Ceibo, with customs and immigration services; the related
infrastructure it offers, however, is not sufficiently developed. The areas of opportunity for development
are therefore vast and have been calculated as having broad multiplier effects for the region.

Purpose

Activate the subregional economy by creating a development hub in the border region, to facilitate trade
and manufacturing flows, create jobs and help reduce migration in the area of influence.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Jobs for the migrant population Percentage of jobs created taken by migrants 20% 4 years
Reduction in unemployment levels Unemployment rate 3.6% 3 years
Increased exports from Mexico to Central America Rate of change in Mexican exports to Central America 1.5% 5 years

Main activities

(a) Prepare a venue with the necessary infrastructure and public services for the construction of industrial,
logistics, and teaching centres.

(b) Construction of an industrial manufacturing logistics centre and a crossborder logistics centre.
(c) Construction of a teaching centre for handcrafts, household industries and small-scale manufacturing.
(d) Partnerships with technological universities for the use of their laboratories.

(e) Improving the existing road infrastructure that connects Tabasco with Guatemala and the municipality
of Balancan with the ports of Dos Bocas and Frontera: highways MEX-186, MEX-203, MEX 353
and PET-13.

(f) Feasibility study to construct an alternative route (highway) to connect the municipality of Balancan
in Tabasco with Guatemala.

Project governance

The activities will be undertaken by the Tabasco State Government with the participation of the Mexican
federal government, the private sector, institutes of higher education and, for the road improvement
components, the Secretariat of Mobility, along with the participation of the Government of Guatemala.
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Possible synergies with other initiatives

The project offers investment potential for the United Nations Development Programme (UNDP), the World
Bank, the United States Agency for International Development (USAID), the International Organization
for Migration (IOM), the Central American Integration System (SICA), the Organization of Ibero-American
States for Education, Science and Culture (OEI), and other international organizations.
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Synergies will also be sought with other initiatives related to this thematic area under way in the subregion,
such as the Mesoamerica Project, the Trust Fund for the Development of the South and South-East Region
(FIDESUR), the Special Programme for the Southern Border and National and International Migration,
the Mesoamerican Voices organization, Save the Children Mexico, Servicio, Paz y Justicia de Tabasco, A.C,
and others.

Duration

Three years have been estimated, divided into three stages. During the first year, the pre-investment activities
and feasibility studies will be carried out; during the second, the construction of the infrastructure and
the modernization of the highways; and during the third, the equipping and launch of the manufacturing
and logistics centres and the construction of the teaching centre.

Budget: USs$ 119,431,000
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Proposal 1.20

Multimodal cabotage terminal in Alvarado, State of Veracruz

NO ZERD

GOOD HEALTH QUALITY GENDER

POVERTY HUNGER AND WELL-BEING EDUCATION EQUALITY

M| &

Implementing agencies:

Veracruz State Government through the Administracion Portuaria Integral (API) Sistema Portuario
Veracruzano, S.A. de C.\V,, incorporated into the Secretariat of Economic and Port Development.

Geographical coverage

National routes: Southern states of Mexico.

International: Countries of Northern Central America (El Salvador, Guatemala and Honduras).

Number of beneficiaries

Depends on the integration of human elements in the production, supply and distribution chains. A
conservative figure would be around 300,000 direct and indirect jobs.

Main topics:

- Bolstering direct employment through the inclusion of personnel in processes
« Inclusion of indirect jobs in productive processes?

- Development of the domestic market

- Sustainable development

Context

The construction of a general cargo terminal, for receiving products from the south-east of the country
either by land or by cabotage from the south, for distribution.

This model could include receiving fruit and vegetables from Central America and South America, after
they have cleared customs. This would promote employment in heavily marginalized areas of the Northern
Central American countries.

Objective

Facilitate the distribution by land and sea of agricultural products, in order to reduce poverty and migration
by creating jobs and channels for transporting merchandise to commercial destinations.

1 See [online] https://sinegi.page link/Zd7m.
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Expected outcomes, progress indicators and goals

- Goal 1: Allow regular trade in agricultural and livestock products with raw materials from the local
area and from the Northern Central American countries.

- Goal 2: Increase regional output producers’ incomes by identifying distribution markets.
- Goal 3: Reduce migration by offering sources of regular, productive employment.

Expected outcome Indicator Goal Period

Conveyance of cattle by land and sea? Tons Increased numbers of human processing workers. — Two years
Heads of cattle Build personal value chains.

Imports of agricultural goods. Direct jobs Inclusion of workers from Mexico and Northern Two years
Indirect jobs Central America in the goods trade.

Create personal employment processes in  Direct jobs in producers Job creation. Two years

the supply chain. and companies

Conveyance of cattle by land and sea? Tons Increased numbers of processing workers. Two years
Heads of cattle Build personal value chains.

Main activities

1. Combine efforts with stakeholders in southern Mexico to integrate the supply and process chains.
2. Replicate in neighbouring states to facilitate operations and lower costs.

3. Integrate manual processes in the Northern Central American countries and other countries wishing
to join.

Project governance

API Sistema Portuario Veracruzano, S A. de C.V., a majority-ownership company of the Veracruz State
Government through the Secretariat of Economic and Port Development.

SDG A2030 Direct impact GSD 2 Zero hunger GSD 8 Decent work and economic growth

Line of action  Indicator Baseline  Direction Forecast National A2030 A2030 A2030
reference Target Indicator Indicators
2018 2024 2030 2018 Indirect
impact
05.Promote  Percentage of 222 NV 19,69% 18,83% 20,1% 21 212 111
productive population without 131
chains of the  access to foodstuffs 211
primary sector 222
Primary sector GDP 43008,0 » 452083 474087 5779987 82 821 831
millions millions millions millions 83 831 891
of pesos of pesos of pesos of pesos 921
931
Economically active 753716 N 812391 871051 6 874 691
population in work, (04) 04 (Q4) (Q4)
by economic sector: 23.27% 23,73% 2419% 12,68%
Primary share share share share

Source: Government of the State of Veracruz, “Plan Veracruzano de Desarrolld’, 5 June 2019, on the basis of data from the National
Institute of Statistics and Geography (INEGI).

2 See [online] https://sinegi page.link/3JJE.
3 See [online] https://sinegi page.link/3]JE.
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Possible synergies with other initiatives

- In parallel, activities of states of the Republic that receive migrants, agricultural products and their
own products.

- Incorporation into the Tehuantepec Isthmus Interoceanic Corridor for connectivity between the oceans.*

(a) Subregional logistics integration

At the fifteenth Summit of Heads of State and Government of the Tuxtla Mechanism for Dialogue and
Coordination, held in Antigua, Guatemala, in June 2015, the Heads of State and Government decided to
place the highest priority on logistics and mobility as basic elements in their strategy for development
and regional integration, in line with the recommendations made by the Economic Commission for
Latin America and the Caribbean (ECLAC), and they asked it for its support in making progress towards
a common policy, for both the Central American and Mesoamerican regions, in order to ensure closer
alignment between initiatives. The results may be found in the publication “Politicas de logistica y
movilidad para el desarrollo sostenible y la integracién regional”.®

A coordinated subregional policy for logistics and mobility offers an splendid opportunity for improving
the logistics efficiency and connectivity provided by mobility services at a much lower cost than providing
a service of the same quality on an individual basis (Pérez, 2018)°. Logistics and mobility thereby acquire
strategic importance, in particular for the design of logistics networks with a regional scope, which can
be built on to develop terminals that operate at a larger scale, making them efficient and attractive,
with appropriate connections to the global economy and domestic networks. In addition, infrastructure
planning with a long-term perspective and sectoral investment that is stable over time allows efficient
assistance to be given to productive transformations and better adaptations to economic changes and
the new social and environmental concerns that arise with development (Pérez, 2017).7 &

The farm sector has adopted the 2018-2030 Climate Smart Agriculture Strategy for the SICA Region
(EASAC), which directly correlates agricultural development to food and nutrition security and climate
change. The strategy is centred on three pillars: (i) sustainable increases in productivity and agricultural
incomes, (ii) increased capacities for adaptation and resilience among agricultural systems, and
(iii) contributing, when possible, to reducing or eliminating greenhouse gases generated by agricultural
production systems.?

El Salvador has the National Food and Nutrition Security Council (CONASAN) and its National Food and
Nutrition Security Technical Committee (COTSAN). With an intersectoral and inter-institutional approach,
the Council is the lead agency for food and nutrition security in the country, comprising the Ministry of
Health (MINSAL), the Technical and Planning Secretariat of the Office of the President (STPP), the Ministry
of Agriculture and Livestock (MAG) and the Secretariat of Social Inclusion (SIS).

4 See article 1, section 1V, and article 4, section I in “Decreto por el que se crea el organismo publico descentralizado, con
personalidad juridica y patrimonio propio, no sectorizado, denominado Corredor Interocéanico del Istmo de Tehuantepec”,
14 June 2019 [online] https://dof.gob.mx/nota_detalle php?codigo=5562774&fecha=14/06/2019.

5 A Jaimurzina, G. Pérez and R. Sanchez, “Politicas de logistica y movilidad para el desarrollo sostenible y la integracion
regional”, Natural Resources and Infrastructure series, No. 174 (LC/L.4107), Santiago, Economic Commission for Latin America
and the Caribbean (ECLAC), 2015.

6 G.Pérez, “Logistics in Mesoamerica: outcomes of the policy workshops and logistics integration indicators 2017”, FAL Bulletin,
No. 364, Santiago, Economic Commission for Latin America and the Caribbean (ECLAC), 2018.

7 G. Perez, “Institucionalidad y politicas de logistica: lecciones para América Latina y el Caribe del proceso implementado por
la Republica de Corea”, Natural Resources and Infrastructure series, No. 185 (LC/TS.2017/126), Santiago, Economic Commission
for Latin America and the Caribbean (ECLAC), 2017.

8 Economic Commission for Latin America and the Caribbean (ECLAC), Hacia un nuevo estilo de desarrollo. Plan de Desarrollo Integral
El Salvador-Guatemala-Honduras-México. Diagndstico, dreas de oportunidad y recomendaciones de la CEPAL (LC/MEX/TS.2019/6),
Mexico City, 2019. p. 45.

9 See Central American Council for Agriculture, Estrategia agricultura sostenible adaptada al clima para la regién del SICA (2018-2030),
San Jose, 2017 [online] http://www.cac.int/sites/default/files/Estrategia%20ASAC%20-%20CAC pdf.
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Guatemala’s National Food and Nutrition Security Policy (PSAN) is based on provisions of the Constitution
of the Republic. This policy is part of a poverty reduction strategy and is also in line with the Peace
Accords, which set the goal of ensuring food and nutrition security and adequate nutrition for families
and communities.

The Long-term Food and Nutrition Security Policy of Honduras was adopted in 2006 and has a strategic
plan for its implementation. In addition, the Government is preparing the 2010-2022 National Policy
and Strategy on Food and Nutrition Security, which is aligned with the Security Policy. The food and
nutrition security of the Honduran population has been identified as a national priority and the Technical
Unit on Food and Nutrition Security (UTSAN) has been established as the national technical agency for
coordinating, planning, following up on, monitoring, evaluating and formulating procedures and methods
for the Security Policy and the National Strategy. In addition, the Inter-institutional Committee for Food
and Nutrition Security (COTISAN) is the consultation and consensus-building agency that brings together
public and private institutions and external cooperation agencies involved with policies and plans of
action related to food and nutrition security.

The 2014-2018 “Mexico Without Hunger” national programme was the main effort of the Mexican
State to eradicate hunger and rural poverty. The programme was designed by the Interdepartmental
Commission for the Implementation of the National Crusade against Hunger, led by the Secretariat of
Social Development (SEDESOL), since renamed the Secretariat of Welfare (SB).

(b) Migration: complex processes with a long history in the subregion

Mexico and the Northern Central American countries are net generators of migration and, as a result, the
number of people born in those countries who are living abroad currently totals more than 15.4 million.
The country with the largest proportion of migrants among its population is El Salvador, where emigrants
account for almost a quarter of the population (22.1%). It is followed by Mexico with 8.9%, Honduras with
6.9%, and Guatemala with 5.8%. Most of the region’s emigrants live in the United States (88.9%); 5% of
Guatemalan emigrants live in Mexico, and, among the remaining countries (Honduras, El Salvador and
Mexico), there are significant numbers living in various European countries.

Duration

This proposal can be carried out during the three-year mandate of the current State Government, beginning
in 2020 and ending in late 2023, if the project funds are made available. The work will be carried out
from several angles, using a national and international intersectoral approach to address matters of
production, labour, migration mitigation and topics of sustainability and energy efficiency.

Budget: Uss 62,000,000
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Proposal 1.21

Distributed power generation project, State of Yucatan

Implementing agencies:

Undersecretariat of Energy at the Secretariat of Economic Development and Labour, Yucatan State Government.

Geographical coverage

State of Yucatan.

Number of beneficiaries

Energy customers in the State (856,384). Selection of large-scale users for a pilot project.

Main topics:

- Renewable energy

- Generation

- Energy efficiency

- Storage

- Fee schedule improvements

Context

Since the start of the industrial age, global warming has accelerated rapidly at rates not seen for thousands
of years. It has been proved that polar ice caps are melting.

Energy must become renewable, because conventional sources of energy in the State of Yucatan are
expensive for companies. That discourages entrepreneurship and the growth of established companies
and, consequently, job creation. Energy costs are lower in other states of the country, which undermines
the competitiveness of companies in the State. As a result, the population is forced to migrate to places
where work is available.

Yucatan offers favourable conditions for solar and wind energy.

Objectives

- Generate clean and affordable energy to benefit the State and its population, leading to reduced
greenhouse gases, the expansion of the solar energy industry and job creation.
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Expected outcomes, progress indicators and goals

115

Expected outcome Indicator Goal Period

Reduction of greenhouse gases and tons of CO, ~ Greenhouse gases and tons of CO,  Reduction of at least 15%. Medium term
entering the atmosphere.

Increased production of clean energies. Percentage change in clean energy ~ Baseline 16.6 GWh/year; Medium term
generation, GWh/year. target 19.45 GWh/year.

Improved access to clean energies. Yucatan's ranking in the energy Baseline 19 (2016); target 22. Medium term

intensity of the economy.

Main activities

- Establishment of a baseline through energy diagnostics
- Development of projects

- Financial model

- Monitoring consumption

- Result evaluations

Project governance

The Undersecretariat of Energy at the Secretariat of Economic Development and Labour, in its capacity as
the regulatory authority for energy matters in the State, is empowered to coordinate with energy generators
and responsible for energy planning. It will work in conjunction with the Secretariat of Sustainable
Development, which monitors and records carbon emissions generated and entering the atmosphere.

Possible synergies with other initiatives

Possible ties with green bonds for joint work in pursuit of sustainable energy generation.

Duration

- Planned project duration of 4.5 years, with return on investment and result evaluations.

- First stage, diagnostic assessment: 6 months.

- Second stage, development of project and financial model: 1 month.
- Third stage, implementation: 24 months.

- Fourth stage, monitoring: 20 months.

- Fifth stage, project evaluation and adjustments: 3 months.

Budget: uss 3,731,700
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Proposal 1.22

Improving connectivity and mobility conditions in the most
underdeveloped municipalities, State of Yucatan

1 SUSTAINABLE CITIES
AND COMMUNITIES

N7

Implementing agencies:

Institute of Mobility and Urban Territorial Development of the State of Yucatan.

Geographical coverage:

The 105 municipalities of the State of Yucatan outside the capital.

Number of beneficiaries:

1,204,812 inhabitants.

Main topics:

- Increased and strengthened connectivity
- Universal accessibility

- Sustainable mobility

- Bicycle infrastructure

- Multimodal transport

- Micromobility

Context:

Development actions have focused on the State’s capital city, which has led to different levels of
development in the region; additionally, the failure to pursue sustainable development with a territorial
approach continues to promote growth centred on the use of private transport, even though more than
70% of the population in the interior of the State travels to work and school on foot or by bicycle.

This lack of urban connectivity and the slower development of communities in the interior of the State
of Yucatan render mobility systems inefficient and restrict transport options to the region’s employment
centres; this constrains employment options and creates scant alternatives for commerce in goods,
products and services among communities, leading to high rates of migration to settlements that offer
better conditions for professional and personal development.
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The goal is therefore to improve the urban context in which people live through sustainable connectivity
and mobility projects, establishing comprehensive, safe and efficient order in public spaces for the
population in general.

The strategy addresses the problem of migration by promoting new conditions of connectivity, mobility
and security and by offering new options for development through improved quality infrastructure
with a particular focus on the conveyance of goods and services and in impact in terms of increased
productivity and worker incomes.

Objectives

Improved infrastructure and better connectivity and mobility conditions for all inhabitants of underprivileged
municipalities, in a more efficient, safe and orderly context that facilitates the conveyance of passengers,
materials and products.

Expected outcomes, progress indicators and goals:

Expected outcome Indicator Goal Period

Strengthened connectivity Percentage (B/C)*100 105 municipalities  Medium term,

and mobility infrastructure. B= Roads where interventions have taken place; 27 municipalities per year
C= Roads with scheduled interventions. (4 years).

New connectivity and Percentage (B/C)*100 105 municipalities  Medium term,

mobility infrastructure. B= Roads where interventions have taken place; 27 municipalities per year
C= Roads with scheduled interventions. (4 years).

Main activities:

- Analyse the municipalities’ connectivity situation and the infrastructure of roads and pedestrian footpaths.
- Prepare executive project documents for road interventions and the planned deployment of infrastructure.
- Obtain permits from the relevant regulatory agencies.

- Execution of the proposed intervention actions.

Project governance:

The Institute of Mobility and Urban Territorial Development of the State of Yucatan will be responsible
for coordinating the actions necessary for the project to be carried out.

Possible synergies with other initiatives:

Duration:

Interventions will take place in the settlements of 27 municipalities per year, to conclude the project
in four years.

Budget: uss$ 17,325,000



118 COMPREHENSIVE DEVELOPMENT PLAN

B. Trade promotion and regional
Integration programme

No. Name of proposal

123 Facilitating trade between Mexico and the countries of Northern Central America

124 Harmonizing standards and reducing technical barriers to trade: equalling capacities among countries

125  Deepening trade and production linkages through the Customs Union between El Salvador, Guatemala, Honduras
and Mexico (*)

(*) Projects prioritized by the Governments of the Northern Central American countries, the Government of Mexico, or the states
of South-Southeast Mexico.
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Proposal 1.23

Facilitating trade between Mexico and the countries of Northern
Central America

DECENT WORK AND INDUSTRY, INNOVATION
ECONOMIC GROWTH ANDINFRASTRUGTURE

o | s

Implementing agencies:

Trade and commerce ministries (Ministry of Economic Affairs of El Salvador, Ministry of Economic Affairs of
Guatemala, Secretariat of Economic Development of Honduras, and Secretariat of the Economy of Mexico).

Geographical coverage:

El Salvador, Guatemala, Honduras and Mexico.

Number of beneficiaries:

Potentially the entire population of the four participating countries.

Main topics:

- Trade

- Regional value chains
- Employment

- Customs infrastructure
- Transparency

Context

Trade among the Central American countries and between them and Mexico enjoys very low tariffs, but
it suffers from problems with procedures and equipment at border crossings. Most of Central America’s
exports are raw materials, particularly agricultural produce (see table 1), and it is from those countries’
rural regions that most of their migrants originate.

Regulatory and logistic restrictions that increase the costs of trading with Mexico have been identified,
together with administrative practices that hinder commerce and impede the creation of regional
productive chains. Trade facilitation measures would increase productivity and competitiveness by
adopting actions at the border crossings to allow goods to flow safely and efficiently. The greatest
reduction in trade costs through measures adopted at the border will come from progress made with
formalities, particularly the harmonization and simplification of documents and the automation of
customs procedures. Central America is already pursuing efforts on two fronts to facilitate trade: the
Central American Strategy for Trade Facilitation and Competitiveness with Emphasis on Coordinated
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Border Management (ECFCC), which emphasizes coordinated border management, and the Customs
Union between El Salvador, Guatemala and Honduras. This means that Mexico will be able to coordinate
trade facilitation actions with Central America, not only under the World Trade Organization (WTO)
Agreement on Trade Facilitation, but also in line with the ECFCC, thereby combining its actions with the
entire Central American region.

Table 1
Countries of Northern Central America: 10 main products exported to Mexico, 2017
(Millions of dollars and as percentages of exports total)

HS Description Millions of dollars Percentages
1511 Palm oil and its fractions 116.8 16.8
4001 Natural rubber, balata, chicle and natural gums 677 97
0306 Crustaceans, live, fresh, chilled, frozen, dried, salted 50.7 75
1513 Coconut (copra), palm kernel or babassu 46.3 67
8544 Wire, electrical cables 341 49
4819 Cartons, boxes and cases, of corrugated paper or paperboard 283 41
6109 T-shirts, singlets and other vests, knitted 252 36
1701 Cane or beet sugar, chemically pure sucrose 13.6 2.0
2207 Undenatured ethyl alcohol 129 19
1704 Sugar confectionery not containing cocoa, including white chocolate 105 17

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of information from UN Comtrade Database.

Objective

Increase trade and integration among the countries of Northern Central America and Mexico through
the harmonization of formalities, institutional arrangements and cooperation, paperless trade and
facilitated transit.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Reduced regulatory and Reduced times and costs associated ~ 50% reduction in times and costs. 6 and
logistics barriers to trade  with customs procedures in Extend 24-hour operating schedules at the 12 months
among the countries of ~ the subregion. Ciudad Hidalgo-Tecin Uman and Talismén

Northern Central America  Eytended operating schedules for ~ border crossings.

and Mexico. different points of entry into Mexico.

Programme for the mutual ~ Mexicds adhesion to the agreement ~ Recognition of the “Central American Hauliers Card”, 24 months
recognition of authorized ~ on the mutual recognition of which allows drivers to enter and exit Mexican territory

economic operators (AEOs) authorized economic operators to load, convey and unload merchandise.

in operation among the (AEOs) signed by El Salvador, AEQs from El Salvador, Guatemala and Mexico operating

countries of Northern Guatemala, Costa Rica and Panama  seamiessly in the three countries’ territory.

R ETZ I 2O 2019', : Honduras implements its AEO programme prior to
Implementation of AEOs in Honduras  tne ate notified to the World Trade Organization
and agreement on the recognition  (WT0) (March 2022) and accedes to the mutual AEO
of AEOs. recognition agreement that exists among the other

Central American countries.
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Main activities

- Negotiate Mexicds participation in the Central American Trade Facilitation and Competitiveness
Strategy (ECFCC), with an emphasis on coordinated border management.

- Design of aroad map for Mexicds adhesion to the Central American Trade Facilitation and Competitiveness
Strategy, emphasizing coordinated border management and technical work for Mexicds future adhesion
to the agreement for the mutual recognition of authorized economic operators (AEOs) that already
exists between four Central American countries.

- Design Comprehensive Border Traffic Attention Centres (CATIFs) for the four countries.

- Design and agree on the operation of a “Central American Hauliers Card” to allow drivers to enter
and leave Mexican territory to load, convey and unload merchandise.

- Include Mexico in the agreement on the mutual recognition of authorized economic operators between
El Salvador and Guatemala.

- Implement authorized economic operators in Honduras prior to the date notified to the WTO
(March 2022) and secure the country’s accession to the mutual recognition agreement.

Project governance

The trade ministries will create a dialogue and negotiation mechanism to agree on the actions they are to
implement. This mechanism will approve its own negotiation and agreement rules and its mechanisms
for verifying progress with the commitments. The Secretariat for Central American Economic Integration
(SIECA) will serve as the technical secretariat for the process.

Possible synergies with other initiatives

The four countries are signatories to the WTO Agreement on Trade Facilitation and thus have national
actions that are in line with this proposal.

The Secretariat for Central American Economic Integration (SIECA) has a mandate from the ministers
responsible for integration and resources from various donors for implementing a Central American
Trade Facilitation and Competitiveness Strategy with emphasis on coordinated border management.
Thus, one important task will be to coordinate Mexicds participation with SIECA.

The Inter-American Development Bank (IDB) has financial and technical resources to support different
trade facilitation measures in the region.

Duration

Total execution time for this proposal will be 24 months, of which the first six months will be used to
design a road map for Mexicds adhesion to the Central American Trade Facilitation and Competitiveness
Strategy, emphasizing coordinated border management and technical work for Mexicds future adhesion to
the agreement for the mutual recognition of authorized economic operators (AEOs). AEO implementation
in Honduras and full recognition of AEOs in the four countries will take 24 months.

Budget: Uss$ 19,176,100
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Other initiatives related to this thematic area under way in the subregion

CDP proposal National plans Regional United Nations  International cooperation Financial institutions Private
programmes agencies and sector,
programmes NGOs

Expanding trade  Mexico-Central ~ Secretariat for ~ Economic Strengthening Support for the Process of

between Mexico

and the countries agreement

of Northern
Central America:
trade facilitation
measures.

Central American
Economic
Integration
(SIECA).

Mesoamerica
Project.

America trade

(Mexico).

Commission for
Latin America and
the Caribbean
(ECLAC).

Central American trade
policy (European Union
(EU), Chilean Agency for
International Cooperation
for Development, (AGCID),
General Directorate for
International Economic
Affairs (DIRECON), SIECA).

Preparation of the
Indicative Regional
Master Plan for the
Central American Regional
Framework Policy on
Mobility and Logistics
(JICA, SIECA).

Central American Regional
Economic Integration
(European Union).

Deep Integration towards
the Free Transit of Goods
and of Natural Persons
between the Republics of
Guatemala and Honduras
(Central American Bank
for Economic Integration
(CABET), SIECA).

Support for
implementation of the
five priority measures
for trade facilitation
(IDB, SIECA).

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
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Proposal 1.24

Harmonizing standards and reducing technical barriers to trade:
equalling capacities among the countries

GOOD HEALTH DECENT WORK AND
AND WELL-BEING ECONOMIC GROWTH

INDUSTRY, INNOVATION
ANDINFRASTRUCGTURE

sad I

Implementing agencies:

o

Ministries responsible for trade (Ministry of Economic Affairs of El Salvador, Ministry of Economic Affairs of
Guatemala, Secretariat of Economic Development of Honduras and Secretariat of the Economy of Mexico).

Other ministries responsible for sanitary, phytosanitary and health standards and records will also participate.

Geographical coverage:

El Salvador, Guatemala, Honduras and Mexico.

Number of beneficiaries:

Potentially the entire population of the four participating countries.

Main topics:

- Trade

- Regional value chains

- Technical, sanitary and phytosanitary standards
- Health infrastructure

- Public health

Context:

Most of Central America’s exports to Mexico are raw materials and, for that reason, face stricter sanitary
and phytosanitary checks than other kinds of goods. Some of those measures have been identified
by the Central American countries as genuine technical obstacles that constrain the growth of their
exports (see table 1). Thus, progress with the gradual harmonization or mutual recognition of sanitary,
phytosanitary and technical regulations would make a significant contribution to trade and productive
integration between El Salvador, Guatemala, Honduras and Mexico. Thinking that the lifting of technical
barriers means the elimination or reduction of sanitary checks and measures is an error to be avoided.
The aim is rather to harmonize, standardize and recognize processes and certificates issued by partner
countries in order to reduce transaction costs and times. While recognizing the right of the region’s
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countries to impose measures to achieve legitimate goals —such as protecting health and personal
safety, protecting the environment, keeping consumers informed and guaranteeing quality standards— it
is important for these measures to be internationally recognized so they do not hinder commerce in a
discriminatory fashion or create unnecessary obstacles.

Table 1

Countries of Northern Central America: identification of technical barriers to trade with Mexico, 2018
Technical barrier Proposed solution

Discretionary enforcement of procedures by customs Respect the tariff headings on which the negotiation of the Free Trade
authorities of the General Customs Administration (SAT), Agreement was based.

leading to changes in the tariff headings for certain products
with which they are excluded from the Free Trade Agreement.

Absence of information on when Mexico updates its Register ~ Implement a notification mechanism, providing due notice, before

of Authorized Importers. businesses are deleted from the system.
Problems in accessing public procurement processes Agree on annexes setting out the institutions covered and the reservations
of Mexican institutions. in the Free Trade Agreement between Central America and Mexico to allow

access to Mexican procurement processes (reciprocating, since
Central American public procurement is open to Mexicans).

Enforcement of sanitary and phytosanitary measures that Harmonization of procedures, sanitary and phytosanitary standardization
hamper trade in bananas, peaches, shrimp, beef and pork, and authorization, in accordance with the principles of speed, proportion
and egg products. and reason. Mutual recognition of sanitary certificates, without requiring

more information than is necessary.

Technical and financial cooperation between the countries’ agricultural
health authorities, to strengthen phyto- and zoo-sanitary monitoring,
the traceability of farm produce and agrifood safety.

Electronic systems for certificates and documents. Improve the use of information technologies in sanitary and
phytosanitary certifications.

Electronic exchanges of data contained on sanitary and
phytosanitary certificates.

Deep integration and free movement of people and goods. Implementation of a joint risk management model.

Improvements to the concessions system for the private funding
of infrastructure development.

Streamlined passage for migrants.
Strengthening of National Trade Facilitation Committees. Enforcement of the short- and medium-term measures reported to WTO.

Creation of market intelligence and information system units and
development of intranets.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official inputs from El Salvador,
Guatemala and Honduras.

Objective:

Facilitate trade among the countries of Northern Central America and Mexico through the harmonization
and mutual recognition of sanitary and phytosanitary capacities, requirements and procedures.
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Expected outcomes, progress indicators and goals:

Expected outcome Indicator Goal Period
Growth in bilateral trade among the Increased Central American exports — 15% increase in trade in sensitive products. 36 months
parties in products deemed sensitive.  of products described as sensitive.

Harmonization of criteria for Harmonization agreements signed  Harmonized phytosanitary standards for 12 months
each product. and in force. at least five products.

Harmonization agreement between the
countries of Northern Central America

and Mexico.
Strengthening the sanitary institutions  Certification of the sanitary The sanitary institutions of the four countries 24 months
of the countries of Northern institutions by internationally have the recognition of major trading partners,
Central America. recognized technical agencies. such as each other and the European Union.
Laboratories and certification processes Laboratories certified internationally. At least three laboratories receive the 36 months

standardized among the four countries.  Mytal recognition of certificates,  €duipment needed to conduct internationally
recognized certification processes.

Agreement for certification recognition in
each of the areas where standards have
been harmonized.

Main activities:

- Negotiate the harmonization of technical, sanitary and phytosanitary rules and standards among
the countries of Northern Central America and Mexico, for which technical expert teams will be set
up, the negotiation goals will be defined and the negotiation panels will be scheduled.

- Harmonize product criteria, as a result of the negotiations and the agreements reached.

- Create mechanisms for training and exchanges of knowledge among technicians from the four
countries, for which the areas to be strengthened will be determined, the experts needed will be
identified and the methodology and schedule for capacity-building will be defined.

- Strengthen the sanitary institutions of the countries of Northern Central America through improvements
in their techniques, standards and laboratory equipment.

- Standardize and certify laboratories and processes among the four countries.

- Increase joint sanitary inspections to build the countries’ capacities and their confidence in their teams.

Project governance:

The ministries responsible for trade will create a mechanism for dialogue and negotiation, with the
participation of other ministries and institutions responsible for managing sanitary and phytosanitary
technical standards. This mechanism will approve its own negotiation and agreement rules and its
mechanisms for verifying progress with the commitments. The Secretariat for Central American Economic
Integration (SIECA) will serve as the technical secretariat for the process.

Possible synergies with other initiatives:

The four countries are signatories to the Free Trade Agreement between the United Mexican States
and the Republics of Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua; this instrument
addresses some of these issues and, accordingly, they can use the tools it provides to harmonize their
technical standards.
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SIECA has experience in this area. Its participation will help other Central American other countries that
have also signed the free trade agreement with Mexico to participate indirectly in this process.

The work and results of the technical standards harmonization process must be aligned with the work
on trade facilitation.

Duration:

Total execution time of 36 months. The first 12 months will be spent on negotiations and agreements
for the harmonization of technical, sanitary and phytosanitary standards. The remaining 24 months are
for implementing the agreements, capacity-building and strengthening the laboratories.

Budget: uss 926,600

Annex

Other initiatives related to this thematic area under way in the subregion

CDP proposal National plans Regional United Nations International Financial Private sector,

programmes agencies and cooperation institutions NGOs
programmes

Harmonizing standards Mexico- SIECA Food and Agriculture Inter-American Food industry

and reducing technical Central America Organization of the Development Bank  chambers.

barriers to trade: trade agreement United Nations (IDB). Chambers

equalling capacities ~ (Mexico). (FAQ). Central American  for different

among the countries. Bank for Economic  agricultural

Integration (CABEI). products.

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
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Proposal 1.25

Deepening trade and production linkages through the Customs Union
between El Salvador, Guatemala, Honduras and Mexico

GOOD HEALTH DECENT WORK AND

INDUSTRY, INNOVATION 1 PARTNERSHIPS
AND WELL-BEING ECONOMIC GROWTH

AND INFRASTRUCTURE FOR THE GOALS

sad I

Implementing agencies:

| P

Ministries of economic affairs and the treasury, and business sector organizations.

Geographical coverage:

El Salvador, Guatemala, Honduras and Mexico.

Number of beneficiaries:

Companies and enterprises in the four participating countries.

Main topics:

- Trade

- Regional value chains

- Regulatory framework

- Transparency

- Customs and sanitary infrastructure
- Logistics platform

Context

Trade among the Central American countries and between them and Mexico enjoys very low tariffs, but
it suffers from problems with procedures and equipment at border crossings. Most of Central America’s
exports are raw materials, particularly agricultural produce (see table 1), and it is from those countries’
rural regions that most of their migrants originate.

Regulatory and logistic restrictions that increase the costs of trade with Mexico have been identified,
together with administrative practices that hinder commerce and impede the creation of regional
productive chains. Trade facilitation measures would increase productivity and competitiveness by
adopting actions at the border crossings to allow goods to flow safely and efficiently. The greatest
reduction in trade costs through measures adopted at the border will come from progress made with
formalities, particularly the harmonization and simplification of documents and the automation of
customs procedures. Central America is already pursuing efforts on two fronts to facilitate trade: the
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Central American Trade Facilitation and Competitiveness Strategy (ECFCC), which emphasizes coordinated
border management, and the Customs Union between El Salvador, Guatemala and Honduras. This means
that Mexico will be able to coordinate trade facilitation actions with Central America, not only under
the World Trade Organization (WTO) Agreement on Trade Facilitation, but also in line with the ECFCC,

thereby combining its actions with the entire Central American region.

Table 1

Countries of Northern Central America: identification of technical barriers to trade with Mexico, 2018

Technical barrier

Proposed solution

Discretionary enforcement of procedures by customs
authorities of the General Customs Administration (SAT),
leading to changes in the tariff headings for certain products

with which they are excluded from the Free Trade Agreement.

Absence of information on when Mexico updates its Register
of Authorized Importers.

Problems in accessing public procurement processes of
Mexican institutions.

Enforcement of sanitary and phytosanitary measures that
hamper trade in bananas, peaches, shrimp, beef and pork,
and egg products.

Electronic systems for certificates and documents.

Deep integration and free movement of people and goods.

Strengthening of National Trade Facilitation Committees.

Respect the tariff headings on which the negotiation of the Free Trade
Agreement was based.

Implement a notification mechanism, providing due notice, before
businesses are deleted from the system.

Agree on annexes setting out the institutions covered and the reservations
in the Free Trade Agreement between Central America and Mexico to allow
access to Mexican procurement processes (reciprocating, since

Central American public procurement is open to Mexicans).

Harmonization of procedures, sanitary and phytosanitary standardization
and authorization, in accordance with the principles of speed, proportion
and reason. Mutual recognition of sanitary certificates, without requiring
more information than is necessary.

Technical and financial cooperation between the countries’ agricultural
health authorities, to strengthen phyto- and zoo-sanitary monitoring,
the traceability of farm produce and agrifood safety.

Improve the use of information technologies in sanitary and
phytosanitary certifications.

Electronic exchanges of data contained on sanitary and
phytosanitary certificates.

Implementation of a joint risk management model.

Improvements to the concessions system for the private funding
of infrastructure development.

Streamlined passage for migrants.
Enforcement of the short- and medium-term measures reported to WTO.

Creation of market intelligence and information system units and
development of intranets.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official inputs from El Salvador,
Guatemala and Honduras.

Most of Central America’s exports to Mexico are raw materials, and agricultural and agro-industrial products
account for a significant proportion of trade under the Customs Union between the three countries
of Northern Central America. For that reason, trade faces major sanitary and phytosanitary controls.
Some of those measures have been identified by Honduras, and by other Central American countries,
as technical obstacles that restrict their export growth (see table 1). In this context, making progress
towards the harmonization or mutual recognition of sanitary, phytosanitary and technical rules would
make a significant contribution to trade and productive integration between El Salvador, Guatemala,
Honduras and Mexico, and would make the maximum possible use of the existing Customs Union.
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Thinking that the lifting of technical barriers and the furtherance of trade facilitation measures means
the elimination or reduction of sanitary checks and measures is an error to be avoided. The aim is rather
to harmonize, standardize and recognize processes and certificates issued by partner countries in order
to reduce transaction costs and times. While recognizing the right of the region’s countries to impose
measures to achieve legitimate goals —such as protecting health and personal safety, protecting the
environment, keeping consumers informed and guaranteeing quality standards— it is important for
these measures to be internationally recognized so they do not hinder commerce in a discriminatory
fashion or create unnecessary obstacles.

Objectives

Strengthen competitiveness, productive integration and trade between the countries of the Northern
Triangle and Mexico by leveraging the Customs Union process and trade with Mexico.

Expected outcomes, progress indicators and goals

Expected outcome Indicators Goal Period
Productive chains forged with new Number of new productive business 40 new chain links between Honduras, the 5 years
business undertakings and companies  undertakings and companies that have ~ member countries of the Central American

(proposals 1.24 and 1.25). been incorporated into chains. Customs Union and Mexico.

Reduction of regulatory and logistical ~ Reduced times and costs associated with 50% reduction in times and costs. 6 and
barriers to trade among the countries  customs procedures in the subregion.  Extend operating schedules to 24 hours 12 months
of Northern Central Americaand ~ Extended operating schedules for a day at the Ciudad Hidalgo-Tecn Uman

Mexico, facilitation and standardization gifferent points of entry into Mexico. ~ and Talisman border crossings.

(proposals 1.25 and 1.22).

Programme for the mutual recognition Mexicds adhesion to the agreementon  Recognition of the “Central American 24 months

of authorized economic operators
(AEQs) (proposals 1.25 and 1.22).

the mutual recognition of authorized
economic operators (AEOs) signed by

Hauliers Card”, which allows drivers to
enter and exit Mexican territory to load,

El Salvador, Guatemala, Costa Rica and
Panama in April 2019.

Implementation of AEOs in Honduras and
agreement on the recognition of AEOs.

convey and unload merchandise.

Honduras implements its AEO programme
prior to the date notified to the WTO
(March 2022) and accedes to the mutual

Growth in bilateral trade between
Honduras and Mexico of sensitive
products (proposals 1.22 and 1.25).

Increased Honduran exports of products
described as sensitive.

AEO recognition agreement that
exists among the other
Central American countries.

15% increase in trade in sensitive products. 36 months

Strengthening the sanitary institutions  Certification of the sanitary institutions  The sanitary institutions of Honduras, 24 months
of Honduras (proposal 1.23). by internationally recognized the other countries of Northern
technical agencies. Central America and Mexico have the
recognition of major trading partners,
such as the European Union and the
United States.
Laboratories and certification processes Honduran laboratories At least one laboratory in Honduras 36 months

standardized among the countries
of Northern Central America
(proposal 1.23).

internationally certified.
Mutual recognition of certificates.

receiving the equipment necessary

to conduct internationally recognized
certification processes. Agreement to
recognize certifications in each of the
areas in which standards have

been harmonized.
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Main activities

Harmonization of technical, sanitary and phytosanitary rules and standards between Honduras,
El Salvador, Guatemala and Mexico, for which technical expert teams will be set up, the negotiation
goals will be defined and the negotiation panels will be scheduled (proposals 1.23 and 1.25).

Harmonize product criteria, as a result of the negotiations and the agreements reached.

Create mechanisms for training and exchanges of knowledge among technicians from all countries,
for which the areas to be strengthened will be determined, the experts needed will be identified
and the methodology and schedule for capacity-building will be defined.

Strengthen the sanitary institutions through improvements in techniques, standards and
laboratory equipment.

Standardize and certify laboratories and processes.

Increase joint sanitary inspections to build the countries’ capacities and their confidence in
their teams.

Trade facilitation agreements between Honduras, El Salvador, Guatemala and Mexico (proposals 1.22
and 1.25).

Design of a road map to implement authorized economic operators in Honduras prior to the date
notified to the WTO (March 2022) and secure its accession to the mutual recognition agreement
between El Salvador and Guatemala.

Design of a road map for Mexicds adhesion to the Central American Trade Facilitation and
Competitiveness Strategy, emphasizing coordinated border management and technical work for
Mexicds future adhesion to the agreement for the mutual recognition of authorized economic
operators (AEOs) that already exists between four Central American countries.

Design Comprehensive Border Traffic Attention Centres (CATIFs).

Design of a “Central American Hauliers Card” and agreement on its operation, to allow drivers to
enter and leave Mexican territory to load, convey and unload merchandise.

Include Mexico in the mutual recognition agreement for authorized economic operators between
Honduras, El Salvador and Guatemala.

Project governance

Trade and treasury ministries will create a dialogue and negotiation mechanism to agree on the actions
they are to implement. This mechanism will approve its own negotiation and agreement rules and its
mechanisms for verifying progress with the commitments. The Secretariat for Central American Economic
Integration (SIECA) will serve as the technical secretariat for the process. The creation of a dialogue and
coordination panel with civil society is suggested.

Duration

Estimated duration of five years.

Budget: us$ 20,000,000

International cooperation.
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Other initiatives related to this thematic area under way in the subregion:

CDP proposal National Regional United Nations International cooperation Private

plans programmes agencies and institutions sector,
programmes NGOs

Facilitating trade 2018-2022  Secretariat for Economic Commission  “Growth in the Americas”

between Mexico and Strategic Central American ~ for Latin America and initiative of the

the countries of Northern Government  Economic the Caribbean (ECLAC).  United States Department

Central America. Plan. Integration United Nations of State.

Harmonizing standards (SIECA). Conference on Trade United States Agency for

and reducing technical
barriers to trade:
equalling capacities
among the countries.

and Development
(UNCTAD).

International Trade
Centre (ITC).

International Development
(USAID).

United States Trade and
Development Agency
(USTDA).

Overseas Private Investment
Corporation (OPIC).
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Productive development programme

No. Name of proposal

126 Strengthening rural value chains and creating a support fund in El Salvador, Guatemala, Honduras and Mexico

127 Strengthening the coffee value chain and the production systems of small coffee producers in Northern Central America and
southern and south-eastern Mexico

128  Digital cooperation agenda between Mexico and the countries of Northern Central America

129 Towards a regional innovation system in Northern Central America and Mexico: integration in science, technology and innovation

130  Promoting investment by the Salvadoran diaspora, El Salvador (*)

131 Walls of Prosperity: Guatemala-Mexico, Guatemala-Honduras and Guatemala-El Salvador cross-border
development, Guatemala (*)

132 White Seal for local products, Guatemala (*)

133 Strengthening value chains for upgrading micro-, small and medium-sized enterprises, Guatemala (*)

134  Development of catalysing value chains to create opportunities in territories, Honduras (*)

135  Improving logistics performance, competitiveness and regional economic integration, Honduras (*)

136  Maya Ka'an: community development with tourism and conservation of natural, historical and cultural resources,
State of Quintana Roo (*)

137  Installation of a small-scale juice processing plant in the northern region of the State of Veracruz (*)

(*) Projects prioritized by the Governments of the Northern Central American countries, the Government of Mexico, or the states
of South-Southeast Mexico



ECONOMIC DEVELOPMENT PILLAR 133

Proposal 1.26

Strengthening rural value chains and creating a support fund in El Salvador,
Guatemala, Honduras and Mexico

NO GENDER DECENT WORK AND INDUSTRY, INNOVATION 1 0 REDUCED 12 RESPONSIBLE
POVERTY EQUALITY ECONOMIC GROWTH AND INFRASTRUGTURE INEQUALITIES CONSUMPTION
o ANDPRODUCTION

< 1 CO

v

13 konov 19 o

Implementing agencies:

Ministry of Economic Affairs of El Salvador, Ministry of Economic Affairs of Guatemala, Secretariat of
Economic Development of Honduras and Secretariat of the Economy of Mexico, secretariats of economic
development of the southern and south-eastern states of Mexico.

Ministry of Agriculture and Livestock (MAG) of El Salvador, Ministry of Agriculture, Livestock and Food
(MAGA) of Guatemala, Secretariat of Agriculture and Livestock (SAG) of Honduras, Secretariat of Agriculture
and Rural Development (SADER) of Mexico.

Business chambers and producers’ organizations.

International organizations: Food and Agriculture Organization of the United Nations (FAO), Inter-American
Institute for Cooperation on Agriculture (IICA), International Fund for Agricultural Development (IFAD),
United Nations Educational, Scientific and Cultural Organization (UNESCO), Central American Bank for
Economic Integration (CABEI), Inter-American Development Bank (IDB), others (to be determined).

Geographical coverage:

El Salvador, Guatemala, Honduras and Mexico.

Rural value chains for goods (raw materials and agro-industrial produce) and services in El Salvador,
Guatemala, Honduras and the south and south-east of Mexico.

Number of beneficiaries:

Stakeholders participating in the selected value chains will be the direct beneficiaries. Indirectly, there
will be a positive impact on the economy in general (increased output and revenue), on the availability
and quality of products and on prices.
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Main topics:

- Value chains

- Creation of decent jobs

- Productive development

- Regional integration

- Financing

- Climate change mitigation and adaptation
- Promotion of innovation

- Poverty reduction

- Increased added value

- International trade

Context

Strengthening value chains in close dialogue with the various stakeholders in the productive links and
with other actors related to the chain, such as the public sector, academia and research centres, is an
effective method for resolving bottlenecks.

Value chains are strengthened by improving ties between links, by incorporating new players and through
social and economic upgrading. Economic upgrading refers to the productive transformation of the
links and the chain as a whole towards better products and services, superior production processes or
activities that generate greater added value and are also more knowledge intensive. Innovation, in a
broad and flexible sense, is an essential element in upgrading. Hence, it encompasses everything from
new processes and products for those who form part of the chain to potentially disruptive innovations
that the world has never before seen. As part of social upgrading, participants in the chain and their
communities see their living standards raised through decent working conditions with social protection,
labour rights and a safe working environment. This strengthening occurs in a context of environmental
sustainability and attention to gender equality !

The strengthening of rural value chains thus seeks to increase added value, catalyse productivity, create
more jobs with better working conditions, ensure a more equitable distribution of the profit earned
within the chain, adapt its activities to new climate conditions and design innovations to mitigate its
environmental impact, facilitate conditions of fair trade in the marketing of products and so on. Through
those outcomes, strengthened chains contribute to the economic and social development of rural
territories and thus discourage migration.

Value chains can have a local, regional or global reach. Some of the initiatives in this proposal are local
in nature, focusing on specific territories within one of the four countries, while others aspire to the
development of cross-border initiatives. The south and south-east region of Mexico and the countries
of Northern Central America share knowledge, productive affinities, levels of development, tastes and
culture, which would facilitate the consolidation of certain value chains based on commercial and
productive complementarity. The countries are located in the same part of the world and have trade
agreements that should facilitate the creation of regional value chains and a regional venue for economic
and productive endeavours. Rather than exploiting cost differentials, regional value chains bolster the
region’s productive specialization.

The agencies, funds and programmes of the United Nations have been working closely on several value
chains with the Northern Central American countries and Mexico. Although the value chains on this which

1 SeeR. Padilla Pérez and N. Oddone, Strengthening Value Chains: A Toolkit (LC/MEX/L.1218), Mexico City, Economic Commission
for Latin America and the Caribbean (ECLAC), 2016.
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this proposal is to focus will be selected by the four countries, on a preliminary basis the Comprehensive
Development Plan has identified promising opportunities in the following chains:

Preliminary identification of value chains

Value chain

Objective

Agro-industrial value chains

Aquaculture value chains

Coffee value chain

Artisanal fishing value chain

Rural tourism value chain

Tourism value chain focused
on UNESCO World
Heritage Sites

Creative and cultural
industries chain

Productive and resilient chains

to restore the landscape in
impoverished rural areas

Maya Ka'an community
development with tourism
and conservation of natural,
historical and cultural
resources, State of Quintana
Roo, Mexico **

Installation of a small-scale
Juice processing plant in the
northern region of the State
of Veracruz

Cross-border chains

Regional chains between the
Northern Central American
countries and Mexico

Increase the sustainable added value of agro-industrial value chains, ensuring they perform better in terms
of quality, productivity and market access, to benefit the poorest communities involved in the chains of the
selected products.

Improve the added value generated in aquaculture value chains, promoting innovation and building
commercial capacity, to increase the incomes of all stakeholders and, consequently, improve their
standards of living.

Increase the incomes of coffee producers, particularly small-scale producers in the priority areas of Northern
Central American and southern and south-eastern Mexico.

Because of its importance and the interest expressed by the Northern Central American countries and
Mexico, this chain is examined in closer detail in a separate proposal.

Improve the working conditions of artisanal fishers in El Salvador, Guatemala and Honduras.

Promote rural and community tourism as an alternative for sustainable development, local job creation and
environmental conservation in El Salvador, Guatemala, Honduras and southern and south-eastern Mexico.

Promote sustainable cultural tourism enterprises, encouraging the creation of local jobs to benefit
communities at UNESCO World Heritage Sites in Central America and Mexico, particularly socioeconomically
vulnerable young people.

Strengthen entrepreneurship in the creative and cultural industries.

Reduce poverty-driven migration and rural marginalization in the countries of Northern Central America
by promoting sustainable and climate-resilient productive practices and strengthening sustainable
value chains.

Establish models for comprehensive community development centred on tourism and the conservation of
natural, historical and cultural resources, in accordance with sustainable guidelines, in Maya Ka'an, Quintana
Roo. In addition, implement participatory development projects as a policy for community strengthening,
focused on three objectives: economic development, rescuing culture and history, sustainable communities.

This chain is explored in greater detail in a separate proposal, since it is a specific project submitted by the
Mexican State of Quintana Roo.

Increase the added value of citrus and other fruit crops, and thereby raise producers’ incomes, create new
jobs and ensure the comprehensive exploitation of those resources to produce a high-quality packaged
product. This will lead to greater profitability and competitiveness for the region’s producers and provide
them with an alternative market for selling their products.

This chain is examined in closer detail in a separate proposal, given that it is a specific project submitted
by the Mexican State of Veracruz.

Create and strengthen cross-border value chains for products and services with a high potential for the
productive and commercial development of the border regions of the Northern Central American countries
and Mexico.

Strengthen the four countries’ economies through closer regional integration and interconnections, in order
to create decent jobs with increasing productivity and added value.

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

Strengthening chains requires funding, and so this proposal includes the creation of a support fund for
commercial promotion, technological innovation and productive integration.
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Objectives

Strengthen rural value chains for goods and services in the Northern Central American countries and
Mexico in order to increase added value, strengthen productivity, improve quality, ensure better marketing
and market access and improve the living and working conditions of the stakeholders involved in them,
all within a framework of climate change mitigation and adaptation. Achieving those goals will help
reduce migration driven by primarily economic conditions. With the cross-border and regional chains,
one additional objective is to strengthen economic and productive integration as a mechanism for
bolstering local development.

Design and launch support funds for strengthening value chains, in particular in the areas of technological
innovation, partnerships and interconnections, and commercial promotion.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Economic upgrading of Productivity (added value per producer). To be determined 36
selected chains. Jobs created (number of direct and indirect jobs). for each chain. months

Chain profits (in local currency).

Quality (certifications obtained, percentage of products rejected).
Exports (growth in export value, exports as a percentage of total sales).
Diversification of sources of income (sales concentration index).

Producer capacities and know-how (number of producers trained, number
of producers with access to technological and market information).

Number of new business ventures created through the project.

Number of associations and cooperatives created (both formal and
informal) as a result of the project.

Social upgrading of Job conditions (wages, hours worked, work-related accidents and illnesses). To be determined 36
selected chains. Number of actions taken to mitigate the chain's environmental impact. ~ for each chain. - months
Restoration of areas damaged by Increase in the number of hectares being restored or under sustainable To be determined 36

land management and adoption  and climate-adapted agricultural practices. for each chain months
of sustainable, climate-adapted and territory.

agricultural practices to
generate opportunities for
sustainable income.

Reduce production-related risks  Percentage of total value covered by long-term purchase contracts. To be determined 36

by strengthening the value chain for each chain months
and through access to more and territory.

sustainable markets.

Strengthening economic and Increased intraregional trade in intermediate goods in the project’s To be determined 36
productive integration among regional value chains. for_each _ months
the four CDP countries. Job creation in underprivileged areas, using the (potential) strengths that ~ "egional chain.

those areas already have.
More regional value added in the selected chains.

Creation of funds to finance Amounts of funding granted by the fund and number of chains benefiting.  Funds with joint 36

the selected chains. financing of months
US$ 50 million.
20 value

chains benefiting.
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Main activities

Each chain will follow the methodology developed by ECLAC, which involves the following steps:

1. Definition of

meta-objectives — 2. Chain selection — 3. Diagnostic
I
v
4. First dialogue panel —} 5. Good practices —} 6. Strategy development
I
v

7. Second dialogue panel ’ 8. Financing and launch

Source:Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of R. Padilla Pérez and N. Oddone,
Strengthening Value Chains: A Toolkit (LC/MEX/L.1218), Mexico City, Economic Commission for Latin America and the Caribbean
(ECLAC), 2016.

1. Thefirst step is the definition of meta-objectives. These are understood as the final social and economic
development objectives sought through the chain strengthening process. The meta-objectives should
be aligned with the Comprehensive Development Plan for the Northern Central American countries
and Mexico, as well as with national and regional development plans. Examples of meta-objectives
include expanding employment and real wages, driving export growth, encouraging increased
participation by small-scale producers, catalysing productivity and increasing added value.

2. The second step is chain selection. In this phase a decision is made as to which chains will be
the priority focus of the strengthening efforts. The selection criteria must be congruent with the
meta-objectives: the chain’s potential to help alleviate poverty and contribute to national or regional
growth, job creation, export growth, the adoption of leading-edge technologies and the inclusion
of small-scale producers, among others. Other criteria linked to strategic priority policies —such as
the development of less favoured regions and the mitigation of regional asymmetries— can also
be included.

3. The third step is to conduct the diagnostic assessment. This aim of this exercise is to produce a
detailed identification of bottlenecks and opportunities within each link of the chain, as well as their
current and potential linkages. It begins with mapping the chain and identifying and delineating
the main links and their functions. A study is then made of six broad areas: the chain’s national and
international context, economic performance (employment, trade, costs and margins, among others),
market analysis (competitors, customers, standards and certifications, others), chain governance,
support institutions and environment. Lastly, bottlenecks at the level of each link and in the chain
as a whole (systemic) are identified.

4. The first dialogue panel is convened at the conclusion of the diagnostic assessment, in order to
discuss and validate it. It serves to reaffirm interest in assuring the participation of the chain’s main
stakeholders and support organizations, which for the most part will have already been interviewed
when the diagnostic was conducted. It should last no longer than three hours, in order to facilitate
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the immediate and on-going participation of key people in the chain. Following a brief presentation
of the diagnostic assessment, the participants are given the opportunity to speak in order to enrich
the analysis and to ensure that the bottlenecks and opportunities that have been identified are
relevant and that no others have been omitted.

. The fifth step is an analysis of international good practices. These provide a reference point for

determining the differences between the value chain under study and similar chains in other countries,
as well as for identifying lessons for designing strategies.

. The sixth step is the design of strategies for overcoming the bottlenecks and capitalizing on the

opportunities identified in the diagnostic assessment. The goal is to design specific strategies at the
micro level that ideally should make it possible to project timelines, resources and responsibilities.

The second dialogue panel is held to discuss the strategies. As with the first dialogue panel, the
aim is to enrich the process and to secure the stakeholders’ commitment with the actions they are
to perform as part of the chain’s development. One key element in this is a strategy-prioritization
exercise in which the panel’s participants jointly decide on the immediate actions to be taken.

The final stage deals with the funding and implementation of the strategies. Once they are validated
and the priorities set, the mechanisms, responsibilities, calendars and financial resources necessary
for their implementation are to be determined.

Funding for strategy implementation will be handled by three funds, which will operate on a competitive
basis and under a multilevel model. The following proposal details the establishment and operations
of these funds:

An innovation fund, which will finance innovative projects presented by the goods and services
value chains; those projects can focus either on productive issues or on health and safety, quality
(certifications) and institutional topics. This fund will work to promote technical innovation and
implement other strategic initiatives, within both individual companies and sectors or associations.
Public agencies will also be able to submit projects for funding.

An organizational support fund for export associations, to fund strategically important sectoral
projects for strengthening clusters within the chains and assembling supplier programmes with
small-scale producers.

A commercial promotion fund, specializing in agriculture, agribusiness, the forestry sector and
fisheries and aquaculture, to be charged with organizing trade fairs, tours and other marketing and
promotional activities in domestic and overseas markets.

The fund will be charged with pursuing the following activities:

The fund will focus on financing the value chain strengthening initiatives (both national and regional)
identified in the above proposal.

This plan will be implemented through three operations funds, which will operate on a competitive
basis and under a multilevel model.

- This proposal supports the implementation of the rural development programme included in the CDP.

Project governance

For the local and national chains, a public agency (ministry of economic affairs, agriculture or tourism,
or secretariat for local economic development) will be assigned responsibility for coordinating and
leading the process. That agency will extend invitations to participate to the chain’s stakeholders and
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to other supervisory or promotional public agencies with a direct or indirect impact on the value chain.
United Nations agencies, funds and programmes will support the diagnostic assessment and the design
and implementation of strategies according to each chain’s needs and characteristics.

Regional and cross-border value chains must be assigned a regional agency to serve as the technical
secretariat for the coordination and research process. Possible regional agencies include the Secretariat
for Central American Economic Integration (SIECA), the Central American Bank for Economic Integration
(CABEI) and others. The implementation of the strengthening plan will require the participation of the
four countries’ ministries of trade and other public institutions.

Possible synergies with other initiatives

Both the Northern Central American countries and Mexico have several processes for strengthening
specific chains, which are covered by national initiatives or are supported by United Nations agencies,
funds and programmes or other international organizations. For that reason, it is important for this
proposal to be connected to other processes that are already under way (see this proposal’s annex).

Other experiences conducted by ECLAC, the Inter-American Development Bank (IDB) and other international
donors have primarily been focused on strengthening national value chains, and these could be upgraded
to provide important contributions for the strengthening of regional value chains.

Also in place is the SICA region’s programme for strengthening regional value chains, through which
the regional integration institutions are cooperating on a project funded by the Spain-SICA Fund (FES),
together with the Sembrando Vida (“Sowing Life”) programme in Mexico, which focuses on strengthening
opportunities in targeted areas of the country, including the south and south-east.

Duration

Total execution time for the chain proposals is 36 months. The first three months will be spent on defining
the meta-objectives and selecting the chains. The diagnostic assessment and strategy, along with the
dialogue panels, will take place over the following nine months. Implementation, using resources from
the support fund, will take an additional 24 months.

Budget: Us$ 52,000,000

US$ 2,000,000 will be used to design the participatory strategies.
US$ 50,000,000 will be earmarked for the support fund.
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Proposal 1.27

Strengthening the coffee value chain and the production systems of small
coffee producers in Northern Central America and southern and
south-eastern Mexico

NO ZERD GENDER DECENT WORK AND 1 0 REDUCED 1 RESPONSIBLE
POVERTY HUNGER EQUALITY ECONOMIC GROWTH INEQUALITIES CONSUMPTION
A AND PRODUCTION

< 1 CO

v
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Context

On 6 September 2019, the Governments of Mexico and eight Central American countries signed an
agreement for a comprehensive strategy to position the region’s coffee output on global markets and
to secure fair and competitive prices. The agreement was proposed at the XVII Summit of Heads of
State and Government of the Tuxtla Mechanism for Dialogue and Coordination, held in San Pedro Sula,
Honduras. On that occasion, the Heads of State acknowledged that coffee cultivation in the Mesoamerican
region accounts for hundreds of thousands of jobs, protects the environment and makes significant
contributions to national economies, and that the global crisis in coffee prices was having a major
impact on the economic and social development of rural families engaged in that productive chain.

The regional coffee chain is indeed facing a period of low prices and all its stakeholders are currently
making great efforts to introduce innovations and raise its competitiveness. Producers face two complex
realities that feed off each other: one is the existence of long periods during which, because of excess
supply, prices have been lower than production costs, and the other is price volatility. The challenge is
to increase producers’ profits by generating higher, more stable and diversified incomes and increasing
productivity. This is part of a broader challenge for the economic development of the region as a whole
and Central America and southern Mexico in particular, the reasons for which include low levels of
productivity within companies, which determines their economic sustainability over time, and their
ability to create decent jobs with high levels of added value and rising wages !

In addition to producers and companies, the effects of this are also felt by workers in the sector, where
there are growing challenges associated with meeting occupational health and safety standards and
where the evidence has revealed an impact on production costs and reputational repercussions.

1 The available figures indicate that while global labour productivity rose by 2% between 2006 and 2017, the increase was
only 1.5% in the nations of Central America: 1.3% in El Salvador, followed by 0.7% in Guatemala, 0.4% in Honduras and 0.3% in
Mexico, with the eight southern and south-eastern Mexican states growing by a mere 0.03%. See chapter 1, Priority areas for
promoting development in northern Central America and South-Southeast Mexico
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This proposal is a part of the CDP component for the design of an industrial policy with particular
emphasis on rural areas, and a joint effort between the Governments of Mexico and of the Northern
Central American countries, in conjunction with ECLAC, FAO and other United Nations agencies. It is in
line with the comprehensive strategy agreed on by the governments at the Tuxtla Mechanism Summit,
and it aims to provide technical and financial support to impact two aspects of the situation: first, to
bolster the specific initiatives contained in that strategy, together with the private sector’s current efforts,
and second, to address the shortcomings in workplace health and safety.

Objective

Increase the incomes of coffee producers in the coffee value chain in Honduras, El Salvador, Guatemala
and southern Mexico, particularly small-scale producers in the priority territories, and improve compliance
with workplace health and safety standards.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period

Increased productivity in coffee production. Percentage of producers whose productivity has increased (based on 50% 60 months
100,000 producers benefiting from the programme).

Increased production and processing of quality Percentage increase in the production of quality coffee in the beneficiary 20% 60 months
coffee and creation of new markets. territories for which markets are found (compared to base-year output).

Percentage increase in locally processed output for which markets are  20%
found (compared to base-year output).

Diversification of producers’ sources of income  Percentage of producers with increased shares of their revenue from 50% 60 months

and improved standards of living. sources other than coffee production in their total incomes (based on

100,000 producers benefiting from the programme).
Better access to tools for managing risks in -~ Percentage of producers trained in the use of management tools for 50% 60 months
production and prices. climate and health risks (such as early warnings) and financial risks

(insurance, options, etc.) (based on 100,000 producers benefiting from
the programme).

Percentage of producers with access to management tools for climate  25% 60 months
and health risks (such as early warnings) and financial risks (insurance,

options, etc.) (based on 100,000 producers benefiting from

the programme).

Increased compliance with workplace health  Number of companies involved in coffee value chains with improved 200 60 months
and safety standards among companies in the levels of occupational health and safety standard compliance.
countries’ coffee value chains.

Main activities

The activities have been divided into two levels. The first focuses on the chain with a regional and national
approach; the second level concentrates on the coffee production systems of small-scale producers, with
an eminently territorial focus. It should also be noted that the main activities set out below are structured
around the array of supports that are to be launched under the Comprehensive Development Plan.

(i) Chain?
- With the participation of key chain stakeholders (both public and private), specify and agree on the
priority areas for cross-cutting strengthening in each country.

2 Theinstruments described are primarily aimed at the more advanced segments of the coffee chain (medium and large-scale
producers, agro-industry), which play a critical role in foreign currency earnings, employment and added value. Strengthening
those segments is compatible with supports for small-scale producers. Small-scale coffee plantations do not only operate as
suppliers for the processing industry; instead, they will also benefit from the more general development of the chain, through
the opening of new markets, innovations and developments and the strengthening of upstream and downstream value chains.
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Deploy the coffee chain strengthening actions using three competitive instruments that will be
developed under the regional development plan: (i) Export promotion fund, to pursue commercial
outreach activities in foreign markets (fairs, tours, hired experts, etc.). (i) Innovation fund, for the joint
financing of innovative projects presented by the productive chains and/or the selected clusters and
export networks; these projects may be either productive or sanitary and institutional (early warning
systems for crop rust; establishment of zones for special coffees). This fund will be available to public
and private entities (companies, chambers and associations) and will seek to promote technical
innovations and the implementation of strategic initiatives in the chain. (iii) Strategic cluster fund, to
support the strategic development of the clusters and forge new chains with small-scale producers
(supplier programmes) through initiatives such as the installation of cooperative collection centres.
Specific supports for 20 coffee exporting clusters are proposed.

Expand levels of compliance with occupational health and safety standards among companies in
coffee value chains. That requires:

- Mapping the coffee value chains for compliance with workplace health and safety standards.

- Design and implementation of intervention strategies to improve compliance with workplace
health and safety standards.

- Technical assistance for companies involved in coffee value chains to raise their compliance
with workplace health and safety standards. This assistance is to be provided by the States and
business organizations, in the latter case using the ILO guide, entitled “Supporting companies’
occupational safety and health performance: A guide for Employers and Business Membership
Organizations on OSH advocacy and services”.

(i) Production systems of small-scale coffee producers

Fast mapping of the coffee chain in the priority territories, covering such aspects as its producers
(large, medium and small-scale), organizations, processing centres, chains with links inside and
beyond the territory, and main problems and opportunities for small-scale producers.

Expand and strengthen partnering among small-scale coffee producers by supporting small-scale
producers’ cooperatives and associations involved with coffee production in the priority territories.
This will be carried out through the funding mechanisms for economic organizations to be introduced
under the regional development plan (hiring of managers, studies, advisory services, technical tours,
events, and so on).

Expand the productive and social inclusion of small-scale coffee producers in the priority territories
by improving their production systems and promoting access to new markets. To this end, use
will be made of the main instruments developed under the PDR to facilitate access to funding for
investments, technical assistance and market access support.

Project governance

Governance will be shared by three main agencies: strategic coordination panels in the territories, national
coordination panels and supranational committees. The composition of these agencies will be flexible
and variable, in order to deal with the wide range of issues to be addressed. The types of organizations
involved and their functions are indicated on the following table.
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coordination - Draw up (with appropriate technical support)
panels in a strategy and plan of action. private entities active in the territory.
each territory. « Oversee compliance with the plan and make

National chain - Participate in the strategic targeting of the PDR at

Coordination  Functions Composition
agency
Strategic - Agree on action priorities in the territory. - Representatives of the communities that make up the territory.

Each panel should include representatives of the public and

adjustments to it.

Representatives of the national government: sectoral ministries

coordination the national level, determining such key parameters involved in production support (ministries of agriculture, the
panels. as characteristics of the communities to be given economy, infrastructure, etc.); ministries responsible for labour
priority and the topics to be emphasized, or rights (labour ministries or others, as determined by national
suggesting one topic in place of another (for constitutions, including international labour standards
example, reforestation instead of the use of pursuant to ratified Conventions, together with the applicable
wood-burning stoves). rules and regulations).
- Ensure coordination between the regional - National representatives of business organizations and

Supranational - Coordinate global implementation of the regional
committee. development plan.

development plan and national rural development workers’ organizations.

policies and institutions. Representatives of United Nations agencies working in
the country.

Representatives of the academic sector.

Representatives of the United Nations.
Representatives of the four governments.
Regional integration agencies.

Manage initiatives involving two or more countries
(e.g. regional productive chains or regional
innovation fund).

Facilitate the systematization of national experiences
and the dissemination of lessons learned.

Source: Economic Commission for Latin America and the Caribbean (ECLAC)

Possible synergies with other initiatives

This proposal should interconnect and create synergies with, at least, the following initiatives and agencies:

PROMECAFE: Regional Cooperative Programme for the Technological Development and Modernization
of Coffee Production, which is a research and cooperation network, originally formed by the coffee
sectors of Guatemala, El Salvador, Nicaragua, Honduras, Costa Rica, Panama, the Dominican Republic
and Jamaica, in addition to the Inter-American Institute for Cooperation on Agriculture (IICA) and the
Tropical Agricultural Research and Training Center (CATIE).

PROCAGICA: Central American Programme for the Comprehensive Management of Coffee Rust,
currently being implemented by the Inter-American Institute for Cooperation on Agriculture (IICA) in
collaboration with a number of public and private actors from the region.

Salvadoran Coffee Council: A state agency with public-private involvement.

ANACAFE: The National Coffee Association of Guatemala, which is a private public-service institution
that works to strengthen the country’s coffee output and exports.

IHCAFE: The Honduran Coffee Institute, an agency charged with promoting the agro-industrial
competitiveness of the coffee chain.

Secretariat of Agriculture and Rural Development (SADER).

Projects on coffee value chains in Mexico and Honduras currently under way with ILO support; the
first, Vision Zero Fund, emphasizing workplace health and safety, and the second which addresses
child labour in the coffee supply chain but also has a health and safety component.

Latin American and Caribbean Coffee Environmental Footprint Network.

Duration: 60 months

Budget: To be defined (in accordance with the priority activities).



ECONOMIC DEVELOPMENT PILLAR 145

Proposal 1.28

Digital cooperation agenda between Mexico and the countries of Northern
Central America

NO GOOD HEALTH

QUALITY INDUSTRY, INNOVATION 1 SUSTAINABLE CITIES
POVERTY AND WELL-BEING

EDUCATION AND INFRASTRUCTURE AND COMMUNITIES

4

N7

Implementing agencies:

Secretariat of Communications and Transport of Mexico, Technical and Planning Secretariat of the Office
of the President of El Salvador, Technical Secretariat for Planning and External Cooperation and National
Telecommunications Commission of Honduras, and Ministry of Communications, Infrastructure and
Housing of Guatemala.

Geographical coverage:

Mexico, El Salvador, Honduras and Guatemala.

Number of beneficiaries:

600,000 people currently not using the internet, and 2,000 companies.

Main topics:

- Telecommunications and broadband infrastructure
- Digital applications for education and health
- Electronic commerce and creative industries

Context

Internet access and digital take-up drive economic growth. The adoption of digital technologies also has
an impact on other social variables, through improvements in education, health and political transparency
and, ultimately, a better quality of life.

The countries of Northern Central America and Mexico face great challenges in internet access and
connectivity. Internet penetration in those countries stands at 58% and is below the regional average,
with differences was wide as 33 percentage points between Mexico and El Salvador. Similar differences
can be seen in the quality and affordability of internet access. For example, fixed broadband download
speeds in Mexico are triple those of El Salvador, Guatemala and Honduras. At the same time, the relative
price of mobile broadband in Honduras is seven times higher than in Mexico (see table 1).



146 COMPREHENSIVE DEVELOPMENT PLAN

Moreover, one of the greatest challenges facing these countries is the adoption of digital technologies
by the productive and commercial sectors. Mexicds electronic commerce is more mature than the
remaining countries in terms of the segment’s size, average revenue per user and the penetration of
online shopping, which is twice that of El Salvador and Honduras. However, estimates for the growth
of this segment in El Salvador, Guatemala and Honduras are considerably higher than for Mexico, which
underscores the potential that this form of commerce has for those countries’ economies (see table 2).

In the new global economic context, the countries of Northern Central America and Mexico face major
challenges, in particular as regards the design and implementation of policies for broadband plans,
the updating and implementation of nationwide digital strategies and instruments for the promotion
and funding of projects in pursuit of universal telecommunications access and coverage (see table 3).

Adigital cooperation agenda between Mexico, El Salvador, Guatemala and Honduras would support digital
inclusion and the creation of a more integrated regional digital market, through such actions as joint
infrastructure projects, promoting the take-up of ICTs in companies, developing and implementing digital
applications for social purposes, the coordinated and harmonized elimination of barriers hampering
cross-border e-commerce, and increased confidence in the use of online trading mechanisms and
electronic payments.

Table 1
Internet penetration by type of service, download speeds and fees

Country Internet Active mobile  Active fixed Speeds Download Fees (June 2018)
users 2017 broadband broadband (Mbps) (May 2019)
(percentage  subscriptions  subscriptions

of the (percentage  (percentage of  Fixed Mobile Fixed broadband 30-day mobile
population) of the households) broadband broadband rates for 10 Mbps broadband prepaid
population) 2017 plans or as similar as data rates
2017 possible (percentage (percentage of
of monthly GDP monthly GDP
per capita) per capita)
El Salvador 338 55.8 271 10.6 101 13 31
Guatemala 40.7 16.5 134 107 18.0 13 35
Honduras 321 24.5 121 12 231 3.2 71
Mexico 639 65.0 59.9 29.0 23.8 0.2 09
Average 624 69.1 46.2 272 187

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of International Telecommunication
Union (ITU), “World Telecommunication/ICT Indicators Database online”, 2019 [online] https://www.itu.int/pub/D-IND-

WTID.OL-2019.
Table 2
Electronic commerce figures, 2019
El Salvador Guatemala Honduras Mexico

E-commerce market revenue (millions of dollars) 230 997 182 9441
Compound annual growth rate (2019-2023) 1.9 114 15.2 79
Digital purchasers (% of the population) 317 426 322 61.9
Average annual revenue per user (ARPU) 13 133 59 250

Source: Statista, “Cifras clave del comercio electrénicd’, n/d [online database] https://es.statista.com/sectores/1171/tema/1514/
cifras-clave-del-comercio-electronico/.



ECONOMIC DEVELOPMENT PILLAR 147

Egggb?’and plan adoption, digital strategies, universal service funds and internet exchange points, 2019

Countries Updated national Updated digital strategy Use of universal service  Internet exchange point
broadband plan fund for broadband

Mexico Under way Under way Advanced Advanced

El Salvador Delayed Delayed Delayed Delayed

Guatemala Delayed Advanced Under way Under way

Honduras Advanced Advanced Under way Under way

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the Inter-American

Development Bank (IDB).

Objective

Progress towards a cooperation agenda to allow greater digital inclusion in Mexico, El Salvador, Guatemala
and Honduras and bolster the economic and social impact of the adoption and use of digital technologies.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Increased number of internet users (focusing on vulnerable Number of new internet users. 600,000 5 years
people, particularly economic and geographical vulnerability). people.

People benefiting from the use of digital applications with Number of people using mobile applications witha 1,000,000 5 years
a social impact. social impact (in the health and education sectors). people.

Companies benefiting from support programmes for Number of companies participating in and 2,000 5 years
e-commerce and the development of creative industries. benefiting from the project. companies.

Main activities

1

2.

Broadband projects and digital inclusion policies in rural and peri-urban areas (five years).
Digital services and applications for health and education (three years).

Forums for dialogue among digital agenda authorities to promote the interconnection of policies
and exchanges of best practices (18 months).

Action plan for the Mesoamerican Information Highway (AMI) under implementation (three years).

5. Action plan with recommendations to facilitate e-commerce (one year).

Guide for a convergent regulatory framework for e-commerce, consumer protection, data protection
and cybersecurity (one year).

Document with policy recommendations and instruments to facilitate digital technology take-up by
companies (one year).

E-commerce development programme for micro-, small and medium-sized enterprises (MSMESs)
using training, research, innovative solutions, cooperation mechanisms, partnerships and digital
tools (two years).

Support programme for creative industries through the creation of funding instruments, partnership
programmes and technical assistance for entrepreneurs (three years).
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Project governance

The Central American Regional Telecommunications Commission (COMTELCA) could take responsibility
for designing and coordinating the project and the regional digital cooperation agenda, in addition to
providing the countries with technical assistance. The project should coordinate with the Mesoamerican
Digital Agenda (ADM) overseen by the Mesoamerica Project.

In particular, the involvement of the following public agencies will be required: the Secretariat of
Communications and Transport of Mexico, the Technical and Planning Secretariat of the Office of the
President of El Salvador, the Technical Secretariat for Planning and External Cooperation and the National
Telecommunications Commission of Honduras, and the Ministry of Communications, Infrastructure and
Housing of Guatemala. The project also requires the participation of the Ministry of Economic Affairs of
El Salvador, the Ministry of Economic Affairs of Guatemala, the Secretariat of Economic Development of
Honduras, the Secretariat of the Economy of Mexico, the Directorate-General of Customs of El Salvador,
the Superintendency of Tax Administration of Guatemala, the Customs Administration of Honduras, the
General Customs Administration of Mexico and the Secretariat for Central American Economic Integration.

Possible synergies with other initiatives

Some initiatives with which the project could find synergies include the Digital Agenda for Latin America
and the Caribbean (eLAC2020), for which ECLAC serves as the technical secretariat. It could also receive
support from the Mesoamerican Forum of Telecommunication Authorities (FMAT), the Mesoamerican
Digital Agenda (ADM) and the project for a Mesoamerican Information Highway (AMI) coordinated by
the Mesoamerica Project (PM), and it could coordinate with activities under the strategic plan and plan
of action of the Central American Regional Telecommunication Commission (COMTELCA).

Duration

Planning: one year.

- Identification and design of an infrastructure project portfolio in line with the existing programmes.
- Execution: five years.

- Broadband projects and digital inclusion policies in rural and peri-urban areas (five years).

- Digital services and applications for health and education (three years).

- Forums for dialogue among digital agenda authorities to promote the interconnection of policies
and exchanges of best practices (18 months).

- Action plan for the Mesoamerican Information Highway (AMI) under implementation (three years).
- Action plan with recommendations to facilitate e-commerce (one year).

- Guide for a convergent regulatory framework for e-commerce, consumer protection, data protection
and cybersecurity (one year).

- Document with policy recommendations and instruments to facilitate digital technology take-up by
companies (one year).

- E-commerce development programme for micro-, small and medium-sized enterprises (MSMESs)
using training, research, innovative solutions, cooperation mechanisms, partnerships and digital
tools (two years).

- Support programme for creative industries through the creation of funding instruments, partnership
programmes and technical assistance for entrepreneurs (three years).
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Budget: USs$ 3,696,000
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Other initiatives related to this thematic area under way in the subregion

CDP proposal National plans Regional United Nations International Financial Private sector, NGOs
programmes agencies and cooperation institutions
programmes
Digital National Digital Digital Agenda for International Development Bank Latin American
cooperation Strategy Latin America and Telecommunication of Latin American  Internet Association.
agenda between  of Mexico. the Caribbean Union (ITU). (CAF). GSM Assaciation.
Mexicoand the  pigital Agenda  (BLAC2020), ECLAC.  ypjited Nations Inter-American  [nter-American
,C\IOUP;”QSCO‘C - of Honduras.  Strategic Plan of the  Educational, Development Bank  association of
Ar%reriiran AL o ectronic Central American Scientific (IDB). Eletemmeaion
' Government $§lgelc0(?r$11munications ?)Tga%legm Central American  Enterprises (ASIET).
Strategy of i Bank for Economic  association
El Salvador. (C(?g]MT—;ESL%X;] (UNESCO) ) Integration (CABED for Progressive
National Digital i United Nations Communications
Agenda of Mesoamerican Conference on (APC).
Guatemala {Rﬁ{ﬂff” Highway gjf;g;ﬁwem Alliance for Affordable
Mesoamerican (UNCTAD). Internet (A4AI).
Digital Agenda Latin America and
(Mesoamerica Caribbean Network
Project), Central Information Centre
American (LACNIC).

Telecommunications
Network.

Inter-American
Telecommunication
Commission (CITEL).

Internet Corporation
for Assigned Names
and Numbers (ICANN).

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
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Proposal 1.29

Towards a regional innovation system in Northern Central America
and Mexico: integration in science, technology and innovation

DECENT WORK AND INDUSTRY, INNOVATION
ECONOMIC GROWTH ANDINFRASTRUGTURE

o | s

Implementing agencies:

Science and technology institutions (National Secretariat of Science and Technology of Guatemala;
Ministry of Education of El Salvador; Honduran Institute of Science, Technology and Innovation; National
Science and Technology Council of Mexico).

Geographical coverage:

El Salvador, Guatemala, Honduras and Mexico.

Number of beneficiaries:

This initiative will focus on a range of science, technology and innovation issues selected by the countries
in accordance with the priorities of the CDP.

Main topics:

- Science and technology
- Innovation

- Catalysing productivity
- Regional integration

- Synergies

Context:

Mexico and the Northern Central American countries face challenges in securing greater sustainable
economic growth and in ensuring that it leads to improved standards of living for the population,
particularly those with lower incomes. Low dynamism in productivity is broadly acknowledged as a
central cause for sluggish expansion of economic activity. Science, technology and innovation (STI) have
been major drivers of sustainable economic growth in countries that are now considered developed.

When small businesses and microenterprises, together with small-scale rural producers, enjoy improved
access to STI and can make greater use of them, the added value generated by productive activities
is distributed more equitably. Continuous technological changes, with the fourth industrial revolution
(Industry 4.0) or new technological revolution at the centre, present the region’s countries with challenges
and opportunities.

The strengthening of productive activities, through the incorporation of technological innovations, is a
factor with a great impact for improving living standards in migrants’ communities of origin.
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Mexico and the Northern Central American countries have a widespread understanding of the importance
of STI in achieving better economic growth rates. Nevertheless, the efforts made in that direction, and
their results, are still inadequate. Spending on research and development as a percentage of gross
domestic product (GDP) remains very low and has practically not changed over the past 15 years. Other
indicators —such as the number of science and technology graduates and researchers, and the number
of patent applications— also report significant shortfalls.

This inadequacy in the resources earmarked for science, technology and innovation is taking place
against an international backdrop characterized by the growing segmentation of markets, value chains
and technologies, which demands cross-border cooperation to build synergies and avoid fragmentation.

The opportunity to tap into the economies of scale and externalities common in the STI field calls for
and justifies the formulation of cross-border policies and initiatives, particularly in light of the need to
design and implement strategies requiring hefty investments. The southern states of Mexico and the
countries of Northern Central America share a productive specialization in agricultural and agro-industrial
activities, energy and biotechnology. Previous studies by ECLAC and other international organizations
have identified research centres in those areas, some of which pursue similar lines of work. Connections
between them, however, are minimal or non-existent, with which they miss the opportunity to leverage
their activities, achieve better results and tap into economies of scale.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Economies of scale and synergies that Number of cross-border science, technology and  Ten cross-border projects funded. 4 years
lead to better quality and more innovation projects funded (private consortiums

relevant results in STI, to address the of small and medium-sized enterprises).

economic, social and environmental  Nymber of cross-border networks created. Ten knowledge exchange

challenges of the region's countries. networks created.

Greater productive dynamism based  Increased profit for small and medium-sized An increase of 20% in profit. 4 years

on innovation, leading to the creation  enterprises engaged in cross-border projects.

of decent jobs and improved standards Fjrst science and technology activities will be
of living. identified through indicators such as:

Number of patents and scientific publications.

Second, indicators of innovation activities such
as the following will be used:

Number of introductions of new technologies
or incremental innovations in processes
and products.

Number of jobs created as a result of new joint
activities in STL.

One patent and three scientific
publications per funded project.

Three incremental process and product
innovations in each funded project.

Five jobs created for each
funded project.

Objective

Strengthen innovation systems and the integration of science, technology and innovation in Northern
Central America and Mexico, in order to pursue regional initiatives for addressing shared economic,
social and environmental challenges, with priority on those challenges identified in the Comprehensive
Development Plan.

Main activities

- Create a regional STI fund to finance regional initiatives in the fields of science, technology and
innovation focused on resolving shared economic and social development challenges. The support
will differentiate between science and technology undertakings on the one hand, and innovation
activities on the other.
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- Design institutional mechanisms for managing the regional fund, based on the existing regional
institutional structure. These two activities will require:

- Conducting a study to identify international best practices in the creation and management of
cross-border STI funds.

- Designing a preliminary proposal for the fund and its management mechanisms.

- Organizing meetings with representatives of science and technology agencies from the four countries
to discuss the preliminary proposal for the fund and its management.

- Select areas of common interest to the four countries in the fields of science, technology and
innovation, emphasizing those where capacity exists and that will contribute to addressing the
challenges identified in the Comprehensive Development Plan. Particular attention will be paid to
the inclusion of a gender perspective.

- Conduct a study into current STI capacities in the four countries, identifying strengths and weaknesses.

- Identify the STI areas that offer opportunities for synergies and economies of scale, and those
that offer the best prospects for furthering the CDP.

- Organize meetings with representatives of academia, research centres, the private sector and the
government to validate and further develop the findings of the previous activities.

- Identify the existing capacities of public STI organizations (laboratories, public research centres),
public and private universities and the private sector.

- Prepare an inventory of the existing STI capacities identified in the previous step.

- Finance regional projects, through the fund that is to be created, involving public and private
organizations from at least three of the region’s countries, in the following fields:

- Regional groups for basic or applied research (science and technology).

Regional innovation consortiums (primarily comprising small and medium-sized enterprises).
- Academic exchanges (professors and researchers).

Student scholarships.

Shared infrastructure use (research, quality and metrology laboratories).

Project governance

The science and technology agencies of the four countries will define a mechanism for regional fund’s
creation and administration. Assistance could be sought from the Commission for the Scientific and
Technological Development of Central America and Panama (CTCAP), an agency of the Central American
Integration System.

Possible synergies with other initiatives

The European Union is funding an initiative to identify joint areas of work in the fields of science
and sustainable technology in the Central American countries. Canada’s International Development
Research Centre (IDRC) is drawing up an action agenda to develop capacities for the formulation and
implementation of science, technology and innovation policies in Central America and the Dominican
Republic. CTCAP lacks legal status and its own budget, but it has a permanent technical secretariat in
Guatemala’s SENACYT, which has expressed interest in reactivating the regional cooperation agenda.

Duration

The initiative will last for a total of four years. The first six months will be spent on creating the fund and
identifying the priority areas and existing capacities. The remaining time will be for receiving proposals
and selecting, funding and assessing the cross-border initiatives.

Budget: uss 20,000,000



153

ECONOMIC DEVELOPMENT PILLAR

'SeINPUOH Ul
WalSAS uoIreAouU]

pue £3oj0uyda)

92U81S JeuoNeN

auy Buiuayiduans

104 1oddns gq]
‘(SeanpuoH) 113sIqg
anIeal) s

2gnday efuesey

(qr) yueg uswdolansq
UBdLIBLWY-13IU]

‘uolup ueadoing ‘(¥DIRd) sureyd
anje/ |eIN}NJLIBY Ul UoIleAOUU] pue
UDIeasaY 10} alLIEIZ0Id 1eu0IZaY

(¥asn ‘@unnondy

40 JuaWedaq Salels payun)
JOPBAJES 13 Ul S3sidIaiua pue
SINSIN Aq uoirerouur 10y poddng

(uedef jo

JUBLUUIRNCY) JopeAjes 13) Uoigal
UJ3ISED 3U3 Ul UBWOM 1eInI 31JaUaq
01 24nMu3e uonediill ajowold

01 suoleAouUl 1e213010UYI3|

"(DYar) saipnas pue saskjeue
‘Wa1sAS uoreAOUU] UBILIBLIY TEIIUS)

‘uolun ueadoing

9INPUOH JO JuaWadeuew juaiedsuen
ay3 Joj uoddns :(daNn) awiweldold
juawdojanaq suoneN pamun
'SeINPUOH pue ejewslens) ‘1opeajes 13
'(X1) nueg a3pajmoury 1erIsnpu]
(0202 Jo se ‘topenjes 13)

uley anjea anjjnoenbe ayy ul apes
pue uoijeaouul Joj Sadeded guipying

{(0QINN) uoneziuedig Juswdoranag
JeLasnpuy suolieN paun

"JOpeAeS 13

Ul (SI¥aD) SwansAS uonerouu]
1eIN|NoLI3Y Joj uswdojanaq
fyoede) :(Ov4) suonen patun ay:
0 UoNeziuegi( ainndLdy pue pooq

*JOpEeAJes 13 JO WiaisAs
uoreouu] pue A3oj0uydsp
'92U3I0S |euoileN
“uoreAoul] pue
£3o10uyda] ‘B3UBINS

“uoneAouUl pue
£3oj0uyday ‘9uaIns
Ul UoI1eI3a1ul 021X
40 3IN213SU] URINPUOH DUE BJLIBLLY e3U3)
‘Blewaiens (QINY1d)  UIBYHON Jo Saliaunod
ueld Juawdoleaag  ay3 Ul WasAS uoresouul

pUE UONBAOUUT JRUONEN Jeuoial e SpJemo)

SOON

'10109S 91BALld  SUONINIISUI JeIduEeUIS

uoijesadood
JeuoreusIu]

sawweJgoid pue
SalpUI3e SUoIIeN paun

sawiwel3oid jeuoiday

sue)d jeuoneN 1esodoud d@d

uol3aiqgns ayl ul Aem Japun eale d13ewayl SIYl 01 paie)al SaAleniul JayiQ

Xauuyy



154 COMPREHENSIVE DEVELOPMENT PLAN

Proposal 1.30

Promoting investment by the Salvadoran diaspora, El Salvador

ZERD GOOD HEALTH GENDER DECENT WORK AND INDUSTRY, INNOVATION 1 U REDUCED
HUNGER AND WELL-BEING EQUALITY ECONOMIC GROWTH AND INFRASTRUCTURE INEQUALITIES

wlvw|Fla &)<

1 PARTNERSHIPS
FOR THE GOALS

&

Implementing agencies

Secretariat of Commerce and Investment (SCI), Presidential Commissioner for Strategic Projects (CPPE),
Ministry of Economic Affairs of El Salvador (MINEC), Ministry of Foreign Affairs (MRREE), Export and
Investment Promotion Agency (PROESA), Development Bank of El Salvador (BANDESAL) and Central
Reserve Bank (BCR).

Geographical coverage

El Salvador

Number of beneficiaries

1.5 million people will benefit from the project (the number of Salvadorans who receive remittances
from family members).

Main topics:

- Diaspora and migration

- Financial inclusion

- Productive investment

- Simplification of formalities
- Institutional strengthening

Context

The Salvadoran diaspora in the United States numbers more than three million people. Most of them
live in the States of California (34.9%), Texas (14.7%), New York (8.9%), Virginia (7.4%) and Maryland (7 .2%),
where they work in such areas as commerce, construction and services (general services, leisure, lodging,
food and drink preparation, education, health and social assistance). In 2019, their cash remittances
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amounted to the equivalent of 21% of the gross domestic product (GDP). In addition to remittances, the
Salvadoran diaspora maintains ties with its country of origin through such activities as private investment
(property, productive endeavours), savings (pensions, health), knowledge and skills, philanthropy, the
nostalgia trade and medical and recreational tourism.

The Salvadoran diaspora has an enormous potential to contribute to the country’s economic and social
development. At present, however, there is no formal institutional framework that encourages and
facilitates the mobilization of resources by Salvadorans abroad. Accordingly, one of the main planks in
the Government of El Salvador’s foreign policy is to include the diaspora in investment and commercial
development plans in their country of origin.

A recent study, conducted in 2019 by the Ministry of Economic Affairs of El Salvador (MINEC) and the
Economic Commission for Latin America and the Caribbean (ECLAC), with financial support from the
International Fund for Agricultural Development (IFAD), revealed that more than 50% of Salvadoran
migrants living in the United States planned to invest in their home country. Of those interviewed,
7% said they had invested in El Salvador in the last 12 months, in an average amount of US$ 75,500. The
main sectors receiving those investments were real estate, restaurants and manufacturing. In addition,
half of the interviewees stated that they planned to return, primarily to retire and start a business. The
study’s results revealed that 20% of the respondents had made donations in the last 12 months, to
support schools, clinics, community centres, medicines for their communities, ambulances, electricity
and drinking water projects and other similar endeavours.

However, diaspora investments in El Salvador face significant constraints, including mistrust in
officialdom, the absence of counterparts or partners to operate productive activities in El Salvador, a lack
of information on how to invest and a lack of official support. In addition, there are restrictions on the
use of and access to financial products and services in El Salvador, such as deposit or savings accounts,
credit and retirement savings. As for sending those donations, the main obstacles identified are low
levels of trust in officialdom (38.2%), the absence of information on how to do so (34%) and excessive
transaction costs, bureaucracy and formalities (14%).

Accordingly, the Government of El Salvador and ECLAC have designed a series of strategies to facilitate
and promote financial inclusion, trade, investments and donations among the Salvadoran diaspora. This
proposal focuses on managing resources to enable actions to be taken in the short and medium terms.
Objectivel

Promote and facilitate investments in El Salvador, and financial inclusion and donations among the

Salvadoran diaspora.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period

1. Increased access to and  « Number of formalities simplified and obstacles eliminated (e.g. powers of ~ To be defined in 36 months
use in El Salvador of attorney, verification of ID cards, proof of income) for access to financial accordance with
financial products products (e.g. electronic transfers, opening bank accounts, retirement funds, the baseline.
designed to expand the investment funds, personal insurance, bank loans, online purchases) by

financial inclusion of the  members of the diaspora.
Salvadoran diaspora.

1 See Economic Commission for Latin America and the Caribbean (ECLAC), “Challenges and opportunities for the Salvadoran
diaspora to invest in its country of origin”, 2020 [online] https://www.cepal.org/sites/default/files/a2020-07-22-ude-
pb-challengesandopportunitiesinvestments-es-eng.pdf.



156 COMPREHENSIVE

Expected outcomes, progress indicators and goals (concluded)

DEVELOPMENT PLAN

Expected outcome Indicator Goal Period
2. Increased flow in trade  « Number of funding mechanisms and instruments available to the Salvadoran  To be defined in 36 months
and investment between  diaspora (e.g. trusts, lines of credit, guarantee funds). accordance with

Number of sectoral guides and project profiles for the Salvadoran diaspora,
including information on investment opportunities (for social and productive
purposes), with their corresponding requirements, obligations, benefits and
necessary formalities.

Design and launch of an online platform or module for the diaspora,
containing information on sectoral investment opportunities, with their
corresponding requirements, obligations, benefits and necessary formalities.
Establishment of an information and technical assistance desk for
investment projects by the Salvadoran diaspora.

Number of users of the online platform and information desk.

Number of individuals trained in El Salvador and at Salvadoran embassies
and consulates to assist the diaspora with investment issues.

Number of Salvadorans living abroad attending business and investment
meetings, seminars and forums (e.g. a forum similar to the one organized
by the Ministry of Economic Affairs in Guatemala).

- Number of formalities and requirements simplified and reforms introduced
affecting exports, imports and diaspora investments.

Number of formalities simplified for establishing and operating

diaspora investments.

Design and publication of a promotion and outreach strategy about the
support instruments available for diaspora commerce and investment.

Number of individuals trained at Salvadoran embassies and consulates

to assist the diaspora with donation issues.

Number of formalities and requirements simplified and reforms introduced
affecting the entry of diaspora donations into EL Salvador.

Development and launch of an online platform or module for the diaspora,
containing information on opportunities, steps and processes to secure
donations from the Salvadoran diaspora.

Development and launch of a promotion and outreach strategy.

Number of initiatives undertaken by the Salvadoran diaspora advisory council.
Number of partnerships and cooperation agreements entered into with
organizations and chambers of Salvadorans abroad.

Number of consultations of the directory of organizations and chambers

of Salvadorans abroad.

the diaspora and .
EL Salvador.

3. Facilitate the entry of
diaspora donations into
El Salvador.

.

.

4 Improve the institutional «
governance of .
supports for the
Salvadoran diaspora. .

the baseline.

To be defined in - 36 months
accordance with
the baseline.

To be defined in - 36 months
accordance with
the baseline.

Main activities

- Operational planning:
- Define criteria and identify priorities for target populations (scope).
- Involve the relevant agencies and define their responsibilities.

- Identify key partners or allies who can contribute to achieving the expected results.
- Define the amounts of funding that each of the programme’s participating agencies can commit.
- Identify the relevant regulatory framework, and review the criteria and rules applicable to the

diaspora in the Salvadoran financial system.

- Define mechanisms to promote the financial inclusion, commerce, investments and donations

of the Salvadoran diaspora.
- Pilot intervention plans:
- Identification of priority diaspora support instruments for pilot testing.

- Particular emphasis will be placed on the design and implementation of the following components

of the proposal:?

2 See Economic Commission for Latin America and the Caribbean (ECLAC), “Challenges and opportunities for the Salvadoran
diaspora to invest in its country of origin”, 2020 [online] https://www.cepal.org/sites/default/files/a2020-07-22-ude-

pb-challengesandopportunitiesinvestments-es-eng.pdf.
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- Development of an online platform or module for the diaspora, containing information on
sectoral investment opportunities, with their corresponding requirements, obligations, benefits
and necessary formalities.

- Establishment of an information and technical assistance desk for investment projects by the
Salvadoran diaspora.

- Development and launch of a strategy to promote and disseminate the support instruments
to encourage commerce and investment among the diaspora.

- Development of an online platform or module for the diaspora, containing information on
opportunities, steps and processes to secure donations from the Salvadoran diaspora.

- Development of a promotion and outreach strategy.

- Access to a directory of organizations and chambers of Salvadorans abroad.

- Design and implementation of a strategy to strengthen associations of Salvadorans abroad.

- Design and launch of a promotion and outreach strategy:

- Define mechanisms and promotion and outreach strategy for the services, tools and instruments
available to the Salvadoran diaspora.

- Programme monitoring and evaluation.

Project governance

The activities will be implemented by the Government of El Salvador, through a technical council composed
of the implementing agencies (Secretariat of Commerce and Investment, Presidential Commissioner
for Strategic Projects, Ministry of Economic Affairs, Ministry of Foreign Affairs, Export and Investment
Promotion Agency, Development Bank of El Salvador and Central Reserve Bank).

Possible synergies with other initiatives
- This is an innovative, unprecedented initiative in the Central American region.

- It offers synergies with other initiatives by the Government of El Salvador, such as the Investment
Facilitation Plan, the 2019-2024 Business Development Plan, the Economic Takeoff Plan, the
2050 Trade and Investment Policy and the Comprehensive Development Plan.

Duration

It is estimated that this initiative can be implemented in a period of 36 months.

Activities QL Q2 Q3 Q4 Q5 Q6 Q7 08 Q9 Q10 Qi QR

Operational planning

Pilot intervention plans (design of
instruments, establishment of priorities)

Pilot execution and evaluation
Launch of initiatives
Promotion strategy

Financing and technical support for proposal
to promote diaspora investment

Programme evaluation

Budget: USs$ 3,000,000
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Proposal 1.31

Walls of Prosperity: Guatemala-Mexico, Guatemala-Honduras and
Guatemala-El Salvador cross-border development, Guatemala

DECENT WORK AND INDUSTRY, INNOVATION

1 SUSTAINABLE CITIES 17 PARTNERSHIPS
ECONOMIC GROWTH ANDINFRASTRUGTURE

AND GOMMUNITIES FOR THE GOALS

o | s

Implementing agencies:

il

Ministry of Economic Affairs, Ministry of Public Finance, Ministry of Labour and Social Security,
Superintendency of Tax Administration, Ministry of Foreign Affairs, Ministry of the Environment and Natural
Resources, Ministry of Communications, Infrastructure and Housing, Ministry of Public Health and Social
Assistance, Guatemalan Tourism Institute, National Forest Institute, National Council for Protected Areas,
Guatemalan Association of Exporters, Coordinating Committee of Agricultural, Commercial, Industrial
and Financial Associations, port companies (Empresa Portuaria Quetzal, Empresa Portuaria Nacional de
Champerico, Empresa Portuaria Nacional Santo Toméas de Castilla), General Directorate of Civil Aviation,
competitiveness centres in the border regions.

Institutional capacities required:

The government must strengthen its capacities to promote the development of borderland territories
in pursuit of integration and shared prosperity, focusing both on its ministries and other agencies of
the executive branch of government, the legislature, local governments and the Development Council
System. It must explore international best practices, lessons learned and success stories in promoting
cross-border regions as development hubs through foreign and public investment to generate projects
that catalyse development, logistics platforms and the development of agribusiness value chains.

Geographical coverage:

Guatemala’s borders with southern and south-eastern Mexico, Honduras and El Salvador.

Number of beneficiaries:

Eligible populations (entrepreneurs and employees) associated with companies on Guatemala’s northern
and southern borders.

Main topics:

- Regulatory framework
- Business environments
- Trade facilitation

- Infrastructure

- Free zone
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- Logistics platform
- Sustainable biological corridors
- Human security

Context

Northern Guatemala and southern and south-eastern Mexico, at the heart of the Mesoamerican region,
have strong, close cultural, economic and social ties, dating back to before the Conquest. Those close
ties remained in place after independence and even after national borders were traced out under the
countries’ new political configuration as republics. Exchanges of goods and services and movements
of people for work, trade and even family reasons have been a constant factor throughout history and
remain so today.

The close historic relationship between the Soconusco region and Guatemala has led to the emergence
of major labour migration flows towards agricultural areas for temporary work, cultural activities and
harvesting. In addition, more recently this has become a transit area for irregular migrants headed to
the United States but who, on account of heightened checks on their entry, tend to remain in Mexico,
particularly on its southern border.

In turn, southern Guatemala’s borders with Honduras and El Salvador historically represented one of the
most important interoceanic trade routes in the North Atlantic, which led, in colonial times, to large-scale
territorial disputes.

At present, those borders connect trade flows between the Atlantic and Pacific coasts and through the
countries of the Central American Northern Triangle. Unfortunately, that connection is used for both licit
commerce and to convey such illicit goods as drugs, which poses a significant problem for the country.

This binational region therefore urgently needs cross-border development based on productive
development strategies with a territorial approach, which will enable it to attract investment flows and
economic growth in excess of the national averages, thereby securing development that will allow it to
concentrate on licit forms of commerce. That would encourage the creation of decent, formal jobs and
rising incomes for both companies and workers.

This proposal is focused on five elements: the creation of a binational free zone, trade facilitation and the
lifting of technical barriers to trade, the creation of sustainable biological corridors, the development of
logistics infrastructure, and the promotion of human security through the development of border cities
and strengthened sanitary oversight at border crossings.

This proposal follows a territorial approach to development based on productive development policies
with chains involving activities with rising added value: in this case, to move beyond the development
model based on labour-intensive agricultural activities that offer low levels of added value. Its aim is
to increase productive investments in the border regions, raise the added value of output and forger
better productive chains between existing companies to lead to better jobs and higher incomes for their
employees. [t also seeks to capitalize on regional trade and promote new enterprises, from essentially
agricultural businesses to agro-industry, and the creation of a logistics platform, all driven by a binational
free zone regime. In addition, Guatemala and Mexico share a border that is rich in biodiversity that could
support different kinds of sustainable uses (tourism, productive activities, sustainable fruit cultivation,
etc.), while the leading agenda item on the border with Honduras and El Salvador is the customs union
to promote trade as a part of Central American Integration System (SICA).

The core element of this proposal is the creation of development hubs based on the establishment of
binational free zone regimes, anchored on logistics platform clusters, to capitalize on the infrastructure
and natural riches present in the region. The free zones will promote investments in a targeted territory
and encourage trade beyond the region (taking the region of origin to be the borderland regions of
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Guatemala and Mexico, Guatemala and Honduras, and Guatemala and El Salvador). The growth triggered
by these investments will lead to job creation and catalyse regional productive chains, including those
related to the biological corridors.

Objective

Establish development hubs on Guatemala’s borders with southern and south-eastern Mexico and
with El Salvador and Honduras, to attract new investments, promote trade and forge productive chains
between existing companies and new undertakings in the fields of agribusiness and environmentally
sustainable production, which will in turn translate into increased socioeconomic development for the

regions’ populations.

Expected outcomes, progress indicators and goals

Expected outcome

Indicators

Goal Period

1. Development hubs established
on Guatemala’s borders with
southern Mexico and with
Honduras and El Salvador,
attracting new investments to
create sustainable companies
and decent jobs.

2. Environment for sustainable
companies strengthened.

3. Productive chains forged between
new ventures and companies at
the development hub on the
Guatemalan border with southern
Mexico and at the hubs on the
borders with Honduras and
El Salvador based on an
agro-industrial cluster and
logistics platform of growing
added value.

4. Reduction of regulatory and
logistic barriers to trade between
the countries of Northern Central
America and Mexico.

1. Regulatory framework to promote a free zone

and logistics platform.

2. Number of companies established on
Guatemala’s borders with southern Mexico,
Honduras and EL Salvador.

3. Number of decent jobs created on
Guatemala’s borders with southern Mexico,
Honduras and EL Salvador.

4. Close coordination with Guatemala’s
Regional Competitiveness Centres.

1. Companies and enterprises on Guatemala’s
borders with southern Mexico and with
Honduras and El Salvador feel that the
business environment is suitable for
developing sustainable companies.

1. Number of new ventures and companies in
productive chains around agribusiness, a free
zone and the logistics platform on
Guatemala’s border with south and
south-east Mexico and with Honduras and
El Salvador.

Reduced times and costs associated with
customs procedures in the subregion.

Extended operating schedules for different
points of entry into Mexico.

Operational coordination of customs facilities
between Guatemala and Mexico.

Establishment of communications channels
for exchanges of information.

1. Creation of binational free zones. 1 year

2. Establishment of a programme to
attract investments into the binational
free zones.

3. Ties between the free zones’
incentives and investment in
technological innovation and
value chains.

90% of the companies consulted. 2 years.
100 new hinational chain links. 5 years.
50% reduction in times and costs. 6 and

Extend operating schedules to 24 hours 36
a day at the Ciudad Hidalgo-Tecin Uman months
and Talisman border crossings.

50% reduction in time spent on
customs formalities.

20% increase in trade between
Guatemala and Mexico.

Effective and regular communication
between the persons responsible at the
national and operational levels.

Regular exchanges of information.
25% reduction in contraband.
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Expected outcomes, progress indicators and goals (concluded)

Expected outcome Indicators Goal Period

5. Programme for the mutual Mexicds adhesion to the Mutual Recognition Recognition of the Central American 24
recognition of authorized Agreement for authorized economic operators  hauliers card, which allows drivers to months
economic operators (AEOs) (AEOs) signed by El Salvador, Guatemala, enter and exit Mexican territory to load,
functioning between Guatemala  Costa Rica and Panama in April 2019. convey and unload merchandise.
and Mexico. AEOs from El Salvador and Mexico

operating seamlessly in the
two countries’ territory.

6. Growth in the bilateral trade Increased Guatemalan exports of products 15% increase in trade in 36
of products deemed sensitive deemed sensitive. sensitive products. months
between Guatemala and Mexico,

Honduras and El Salvador.

7. Strengthened sanitary institutions Certification of the sanitary institutions Sanitary institutions in Guatemalaand 24
in Guatemala, Mexico, Honduras by internationally recognized Mexico have the recognition of major months
and EL Salvador. technical agencies. commercial partners, such as the

European Union and the United States.

8. Laboratories and certification Internationally certified laboratories. At least three laboratories receiving 36
processes standardized between  wyyal recognition of certificates. the equipment needed to conduct months
the countries. internationally recognized

certification processes.
Agreement for certification recognition in
each of the areas where standards have
been harmonized.
9. Strengthened sanitary oversight ~ Number of International Sanitary Offices International Sanitary Offices (ISOs) Between

system at ports, airports and
land borders that handle large
numbers of migrants

and returnees.

10.Borderland biological corridors
allowing production, the forging
of productive chains and
sustainable trade.

11 Existence of sustainable
production systems based on
nature that assist production and
the restoration of nature.

established and equipped with personnel and
materials needed to discharge their duties.

Number of assistance interventions extended
to travellers involving control measures,
environmental sanitation activities, prevention
and detection of events of public

health importance.

Number of contingency plans prepared for
a Public Health Emergency of International
Concern (PHEIC) and validated by means of
drills or other exercises.

Number of sustainable production systems
based on nature with priority crops.

Deforestation rate.

Number of hectares restored for
conservation purposes.

Number of nature-based tourism destinations.
Number of direct jobs created.

with trained personnel and the necessary 4 and
equipment located at the borders that so 5 years
require, as indicated by the diagnostic
assessment carried out.

Number of assistance interventions
carried out and registered per location.

A contingency plan for each ISO and a
national contingency plan, validated by
means of drills or other exercises.

Zero net deforestation in areas identified 5 years
as critical.

50,000 ha reforested in critical areas.

Development of competitive
environmental services.

Development of sustainable
agro-industrial undertakings.

5 years

Main activities

Strengthen the environment for sustainable companies by conducting technical studies and surveys
into sustainable companies and using them to:

(@) Launch a proposal for improving appropriate environments for sustainable companies on Guatemala’s
borders with south and south-east Mexico and with El Salvador and Honduras.
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(b) Promote collaboration between governments and civil society stakeholders to develop and implement
the measures necessary to create appropriate binational environments for sustainable companies.

(c) Create working groups based on “tripartite plus” social dialogue for the thematic lines identified
in the proposal for Appropriate Environments for Sustainable Companies and charge them with
coordination, follow-up, monitoring and evaluation of the actions to be carried out.

(d) Cooperate closely with the Regional Competitiveness Centres in the regions involved in order to
identify the regions’ economic drivers.

Create development hubs on Guatemala’s borders with south and south-east Mexico and with El Salvador
and Honduras, to attract new investments to create sustainable companies and decent jobs by preparing
and analysing technical studies and legislative, regulatory and technical proposals based on agro-industrial
clusters and logistics platforms bolstered by binational free zones connected in productive chains through
business ventures with high added value and making intensive use of labour.

(a) After building consensus through tripartite plus social dialogue, implement the public policy reforms
and legislative amendments needed to create this development hub.

(b) Identify lessons learned, good practices and success stories in the creation of this binational
development hub.

(c) Connect the development hub proposals with the enabling infrastructure projects under way: roads,
railways, ports and energy.

(d) Design a plan to attract investments and develop market intelligence.

Harmonization of technical, sanitary and phytosanitary rules and standards among the countries of
Northern Central America and south and south-east Mexico, to which end technical teams of experts will
be established, the negotiation goals will be determined and the negotiation panels will be scheduled.

(a) Harmonize product criteria, as a result of the negotiations and the agreements reached.

(b) Create mechanisms for training and exchanges of knowledge among technicians from all countries,
for which the areas to be strengthened will be determined, the experts needed will be identified
and the methodology and schedule for capacity-building will be defined.

(c) Strengthen sanitary institutions through improvements in techniques, standards and laboratory equipment.

(d) Signing and adoption of an agreement between Guatemala and Mexico on Mutual Administrative
Assistance and Exchanges of Information on Customs Matters.

(e) Standardize and certify laboratories and processes.
(f) Increasejoint sanitary inspections to build the countries’ capacities and their confidence in their teams.

Trade facilitation agreements among the countries of Northern Central America and south and
south-east Mexico.

(@) Design of a road map for Mexicds adhesion to the Central American Strategy for Trade Facilitation
and Competitiveness with an Emphasis on Coordinated Border Management, and technical work
for Mexicds future adhesion to the agreement for the mutual recognition of authorized economic
operators (AEOs) that already exists between four Central American countries.

(b) Design Comprehensive Border Traffic Attention Centres (CATIFs).

(c) Design of a hauliers’ card and an agreement on its operation, to allow drivers to enter and leave
Mexican territory to load, convey and unload merchandise.
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(d) Inclusion of Mexico in the mutual recognition agreement for authorized economic operators from
the Central American countries.

Strengthening sanitary oversight at ports, airports and land borders that handle large numbers of
migrants and returnees.

(@) Conduct a diagnostic assessment of the conditions and capacities of International Sanitary Offices
on the four countries’ borders.

(b) Forge strategic alliances with key stakeholders.

(c) Prepare facilities for International Sanitary Offices.

(d) Draft technical and regulatory instruments for the implementation of the International Health Regulations.
(e) National and local training on basic skills for the International Health Regulations.

(f) Development and validation of response plans to Public Health Emergencies of International
Concern (PHEICs).

(g) Basic equipment for International Sanitary Offices to operate.

Agreements for the creation of borderland biological corridors to enable sustainable production, productive
chains and commerce.

(a) Design joint protocols on the protection, use and exploitation of borderland agroforestry reserves.
(b) Agree on standards and certifications for the sustainable use of borderland agroforestry resources.
(c) Promote sustainable investments in the region.

(d) Promote investments and business initiatives for environmental services in the border region.

Project governance

Governance of the activities related to the “Walls of Prosperity” initiative requires a binational mechanism
for dialogue and conflict resolution. This mechanism must be led by a presidential commissioner from
each of the Northern Central America countries and Mexico, who will coordinate the ministries and other
agencies responsible for managing the various activities that make up the initiative.

Other stakeholders who can strengthen the activities should also be included.

Duration

Estimated duration of five years.

Budget: Uss 27,000,000
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Annex

Other initiatives related to this thematic area under way in the subregion

CDP National plans  Regional United Nations  International cooperation  Financial Private sector,
proposal programmes agencies and institutions NGOs
programmes
Walls of ~ Mexico-Central ~ Secretariat for ~ Economic Growth in the Americas. Support for the Food industry
Prosperity. America Free Central American - Commission for  strengthening Central integration process  chambers.
Trade Agreement  Economic Latin America and American Trade Policy toward free Chambers
(Mexico). Integration the Caribbean  (£yropean Union, Chilean ~ Movement of persons o different
(SIECA): Central  (ECLAC), Food  gency for International  and merchandise agricultural
American and Agricultural  cogperation for between Guatemala  prodycts,
Strategy for Trade Organization Development, General and Honduras (Central Export charmb
Facilitation and ~ of the Directorate for nternational American Bank for ~ FXPOTt CNambers.
Competitiveness, United Nations  Feonomic Affairs Secretariat EConomic Integration,
Coordinated (FAO), o Gl AEritean Secretariat for Central
Border Pan-American  Economic Integration). American Economic
Management. Health . Mo e i e Integration).
Mesoamerica Organization Regional Master Plan for the - Support for
Project. AHO), Central American Regional implementation of
United Nations o/ ork Policy on the Five Priority
Environment Mobil ) - Measures for
PO obility and Logistics (_Japan e
(UNgEP) International Cooperation  Irade Facilitation
‘ Agency, Secretariat for (Inter-American
Central American Development Bank,
Economic Integration). Secretariat for Central
American Economic

Central American Regional
Economic Integration
(European Union).

Integration).

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
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Proposal 1.32

White Seal for local products, Guatemala

NO 5 GENDER DECENT WORK AND 11 SUSTAINABLE CITIES 12 RESPONSIBLE 13 CLIMATE
POVERTY EQUALITY ECONOMIC GROWTH AND COMMUNITIES CONSUMPTION ACTION

AND PRODUCTION

sz |CO | @

1 LIFE
ON LAND

Implementing agencies:

Executive Coordination Secretariat of the Office of the President (SCEP), Secretariat of Planning and
Programming of the Office of the President (SEGEPLAN), Ministry of Public Finance (MINFIN), Ministry of
Foreign Affairs (MINEX), Ministry of Social Development (MIDES), Ministry of Agriculture, Livestock and
Food (MAGA), Ministry of Labour (MINTRAB), Ministry of the Environment and Natural Resources (MARN),
and Ministry of Economic Affairs (MINECO), municipal governments, Development Councils, Guatemalan
Tourism Institute (INGUAT), Technical Institute for Training and Production (INTECAP), National Institute
of Cooperatives (INACOP), University of San Carlos, Guatemala (USAC).

Coordinating Committee of Agricultural, Commercial, Industrial and Financial Associations of Guatemala
(CACIF) and Guatemalan Exporters’ Association (AGEXPORT).

International cooperation and academia.

Geographical coverage:

Departments of Alta Verapaz, Solola, Totonicapan, Quiché, Chiguimula, Huehuetenango, San Marcos,
Baja Verapaz and Petén.

Number of beneficiaries:

3,000 small-scale producers as direct beneficiaries, with an emphasis on rural areas.

Main topics:

- Training

- Employment

- Partnering

- Competitiveness

- Entrepreneurship

- Social development
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Context

Widespread extreme poverty has been a constant scourge for the people of Guatemala and successive
governments have been unable to eradicate it. The repercussions of insufficient incomes impact other
aspects of development, such as access to education, proper nutrition and quality health services.

The annual per capita value of the poverty line is updated according to price changes as reported by the
consumer price index (CPI). According to the National Statistics Institute (INE), in 2014 the cost of the
basic food basket that met kilocalorie requirements was 5,750 quetzales: in other words, that level of
spending indicated the extreme poverty line, while non-extreme poverty came in at 10,218 quetzales.

Over a period of 25 years (1989-2014), the extreme poverty rate in Guatemala rose by 5.3 percentage
points, from 18.1% to 23.4%. During the first 20 years of that period, extreme poverty followed a constant
downward trend; according to the results for the period from 2011 to 2014, however, the indicator rose
from 13.3% to 23.4%, equal to an increase of 10.1 points.

At the same time, the gap in general and extreme poverty reported by indigenous and non-indigenous
population stood, in 2014, at 26 percentage points, with a similar ratio reported between urban and
rural populations. In 2014, the differential in extreme poverty between the inhabitants of urban and rural
areas was 24.1%, with general poverty reporting a differential of 34 percentage points.

According to the most recent (2014) edition of the National Survey of Living Conditions (Encovi),! the
Departments of Alta Verapaz and Solold reported general poverty rates of above 80%, followed by the
Departments of Totonicapan (77.5%), Quiché (74.7%) and Huehuetenango (73.8%). Similarly, those same
departments —with the exception of Huehuetenango— also reported levels of extreme poverty in excess
of 39%, as did the Department of Chiquimula, with 41.1%.

In terms of territorial income distribution, according to Encovi 2014, the Gini coefficient indicates that the
most unequal departments were San Marcos (0.61), Jalapa (0.58), Quetzaltenango (0.58), Jutiapa (0.53)
and Chimaltenango, Izabal and Jutiapa (0.51). Since rural and indigenous populations report the highest
rates of general and extreme poverty, it can be assumed that those vulnerable groups also suffer greater
income inequalities.

Improving income distribution and reducing poverty and extreme poverty requires the implementation
of mechanisms to encourage vulnerable populations to embark on business ventures, not only to cover
local demand but also, at a later time, to supply national and international demand by capitalizing on
their advantages and potential.

Objectives

The main objective of this initiative to create the Sello Blanco (“White Seal”) programme: a certification
for products that meet certain standards, intended to promote development and strengthen productive
undertakings in specific territories, assisting Guatemalan families and communities in rural areas and
sustainably raising their incomes and living standards. The initiative is focused on improving well-being, in
order to help build a Guatemala with cohesion between its urban and rural areas and with opportunities
that exceed current expectations.

The White Seal programme also aims to manage and produce relevant and timely information on
variables for entrepreneurship conditions, business ventures and competitiveness in Guatemala, in order
to provide a basis for decision-making in line with the national reality. It will be carried out through

1 See National Institute °f Statistics, Repuiblica de Guatemala: Encuesta Nacional de Condiciones de Vida 2014, principales resultados,
2015 [online] https://www.ine.gob.gt/sistema/uploads/2015/12/11/vjNVdb41ZswOj0ZtuivPlcaAXet8LZqZ pdf.
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strategic alliances with MSMEs and the national entrepreneurial ecosystem at the community level. In
this way, the White Seal will become the main channel for communications between producers, sellers
and consumers, guaranteeing compliance with certain quality standards and, above all, demonstrating
that those products contain the effort and dedication that characterizes Guatemalans to the world.

The following four areas of intervention have been identified for this initiative:

1

Training:

Entrepreneurship.
Business partnering.
Environmental sustainability.

Quality standards:

Definition of criteria (environmental sustainability, fair treatment, decent work).
Drafting of handbooks.
Definition of mechanisms for enforcement and verification.

Value chains:

Identification of small-scale producers and contacts between distributors and buyers.

Agreements with small-scale producers, buyers and distributors.

Forging a marketing chain.

Identification of markets and ensuring preferential treatment and favourable conditions for distribution
and marketing.

Positioning and communication:

Outreach and promotion campaigns in national and international media.
Attendance at fairs and national and international marketing venues.

This initiative’s will entail the following lines of action:

Foster capacity-building so that producers and their families and communities can become leading
stakeholders in their own development and that of their territories.

Promote solidarity among people, empowering the organized participation of local populations by
providing venues for their voices and participation, particularly among young people and women.
Citizen participation with gender equity, environmental stewardship and community development.

Expected outcomes, progress indicators and goals

The main expected outcome is a reduced income gap, through programmes that promote equality of
opportunities and equip the population with capacities and knowledge so they can access improved
sources of income and attain higher living standards.

Expected outcome Indicator  Goal Period

100 new products certified and positioned on distribution and marketing chains.
Five distribution and marketing agreements signed.

Digital platform functioning with installed capacity at MINECO, MIDES, MINTRAB and other
relevant stakeholders.
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Main activities

The White Seal will be obtained through a mixed certification process: in other words, producers and
small-scale producers will have to complete both a self-assessment component and an external evaluation.
For this purpose, a working team will be set up inside MINECO, in the Vice Ministry for MSMEs. Tt will
define the procedure for establishing the certification agency.

The process for producers will involve three broad stages: preparations, action and conclusion.

Preparatory stage: The preparatory stage covers the diagnostic assessment and the registration of
producers and small-scale producers.

Diagnostic: Within the priority departments, communities with vulnerable populations will be
identified. Within those communities, priority will be placed on micro- and small-scale producers
with potential for growth in the provision of the identified goods and services.

Registration: Registration and enrolment information will be given to the producers identified in
the selected communities, on an entirely voluntary basis. Presentation of the national ID card
will be required for registration. At the same time they register, producers will fill out an initial
self-evaluation form explaining how they meet each of the applicable criteria. They will also provide
proof of that compliance in the form of references. The Certification Agency’s promoters will review
whether the compliance forms and references are valid and truthful.

During this stage, the institutional working team will pursue the following parallel activities:

Definition of quality standards: This involves the definition of evaluation criteria, the preparation
of certification materials and handbooks for both producers and small-scale producers, and the
design of a methodology in accordance with their territory and their importance to enable them
to meet the criteria required by the evaluation team. The handbooks will specify the certification
procedures and mechanisms and methods for reviewing, challenging or cancelling certifications.
Development of the evaluation application: A simple, easy-to-use digital application will be
developed to conduct evaluations and keep real-time records of the progress made by producers
and small-scale producers. It will be run by the promoters on their cell phones.

Definition of training contents: The contents of the training programme will address three broad
topics: entrepreneurship, cooperatives and business partnering, and financial education and
education for environmental sustainability. This activity also entails the creation of teaching and
informational materials with cultural and linguistic relevance. A train-the-trainers process will be
carried out with the promoters.

Definition of beneficiaries: In keeping with the results of the diagnostic assessment, the eligibility
of the identified producers will be assessed using a series of criteria with information from the
initial self-assessment form.

Establishment of the Certification Agency: A mixed certification agency, with representatives of
both the public and private sectors, led by MINECO and MINTRAB, has been proposed. It will be
a technical body, and its task will be to assess the producers and small-scale producers applying
for certification.

Identification of funding sources: Once each product has been certified, financial incentives will
be negotiated with the CDP territorial programme, other cooperation agencies and sources of
funding, in order to catalyse these value chains, raise the population’s living standards and bolster
entrepreneurship initiatives.

Action stage, in which the following activities are planned for producers:

Training: In each territory, teams of trained promoters will organize participatory workshops with
the producers and small-scale producers identified in the preparatory stage. Efforts will be made
to ensure equitable participation between men and women.
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- Enforcement of standards: Producers and small-scale producers will apply the standards as
instructed during the training. The promoters will monitor the process and report, in real time, on
the progress made by their assigned groups of producers and small-scale producers.

- Evaluation and certification: The first round of evaluations and certifications will be conducted at
the end of 24 months, using the application developed for the purpose. Each promoter will have
an evaluation and certification kit.

- Value chains: Promote, improve and stabilize commercial ties between producers and small-scale
producers and purchasing companies, in pursuit of high levels of product flexibility, adaptability
and quality. This will be carried out with the technical support of AGEXPORT and CACIF.

- Final stage:

- National and international positioning and marketing: conduct a market analysis (segment the
market, select the target segment); identify the product’s most attractive attribute; create and
test positioning concepts. Development of a tactical plan to achieve positioning. Design of a plan
for evolution towards the target position. Create a position monitoring programme. Analyse the
stages for the levels of positioning: positioning in the sector, country positioning (country brand),
global positioning (global brand).

- Sustainability strategy: Analyse the different strategies available for the product, over time, to
position itself in consumers’ preferences.

Project governance

The establishment of a working team led by the Vice Ministry for MSMEs at the Ministry of Economic
Affairs, in coordination with the Ministry of Social Development, has been proposed. In addition, teams
of promoters for technical field work will be set up. The recommendation is one team of at least ten
members per priority department (60 people in total) to attend to 100 producers in each department.
This will be carried out in conjunction with the Ministry of Agriculture, Livestock and Food, INGUAT,
MINECO, MINTRAB and local governments, in accordance with their knowledge of and skills in the
territories identified as priorities.

In addition, a Certification Agency will be created, with mixed membership. It will be tasked with the
technical work for adopting certification rules and criteria, and with issuing certifications and revoking
them when deemed appropriate.

The following have been proposed to serve as members of this body:

- Chair: Ministry of Economic Affairs (MINECO)

- Co-chair: Ministry of Social Development (MIDES)

- Ministry of Agriculture, Livestock and Food (MAGA)

- Ministry of Foreign Affairs (MINEX)

- Ministry of the Environment and Natural Resources (MARN)

- Ministry of Labour (MINTRAB)

- National Institute of Cooperatives (INACOP)

- Guatemalan Exporters’ Association (AGEXPORT)

- Coordinating Committee of Agricultural, Commercial, Industrial and Financial Associations (CACIF)
. Guatemalan Tourism Institute (INGUAT)

- Technical Institute for Training and Production (INTECAP)

- Secretariat of Planning and Programming of the Office of the President (SEGEPLAN)
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Possible synergies with other initiatives

This project ties in with other initiatives in the same area to benefit these segments of the population,
such as the implementation of the country brand that identifies Guatemala to the world. In addition,
synergy exists with the goals of the CDP territorial programme.

Duration

This project is planned for execution over a period of 48 months (four years) in accordance with the
stages identified above:?

- Preparatory stage, months O to 12: Establishing working teams, identifying eligible populations,
forging partnerships, defining inputs for the training and quality standards components, promoter
training. Fund raising.

- Action stage, months 13 to 36: Carrying out training programmes and pilot experiments for quality
standards, extending funding to certified products, forging value chains.

- Resultimplementation stage, months 37 to 48: Positioning and communications, ensuring sustainability.

- Monitoring and evaluation stage: Beginning follow-up of the proposed indicators, and analysing
changes in the living standards of the eligible population and other beneficiaries.

Budget: US$ 1,586,526

2 Subject to the securing of international cooperation funds, to begin in 2020.
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Proposal 1.33

Strengthening value chains for upgrading micro-, small and medium-sized
enterprises, Guatemala

NO QUALITY
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Implementing agencies:

- Core institutions: Ministry of Economic Affairs (MINECO) of Guatemala, Ministry of Development
(MIDES), Ministry of Agriculture, Livestock and Food (MAGA), General Secretariat of Planning and
Programming of the Office of the President (SEGEPLAN), local governments, Executive Coordination
Secretariat of the Office of the President (SCEP).

- Support institutions: Organization of American States (OAS), Central American Integration System (SICA),
Departmental Development Council (CODEDE), civil society, secretariats, Congress of the Repubilic.

Geographical coverage:

This project’s territorial coverage includes 13 of 22 Guatemala’s departments and their component
municipalities. Those departments are Quetzaltenango, San Marcos, Quiché, Huehuetenango, Alta Verapaz,
Jutiapa, Izabal, Chiquimula, Escuintla, Retalhuleu, Baja Verapaz, Petén and Guatemala.

Number of beneficiaries:

The target population is estimated at 11,979,850 people. The direct beneficiaries are the communities
located in the borderland areas of the departments in question. Nevertheless, the entire population of
the Republic of Guatemala will benefit indirectly.

Guatemala has a population of 17,263,000 (according to figures from the most recent census, conducted
in 2018), with a population density of 159 inhabitants per km? ! Most of the population is located in
the mountainous region in the south of the country, and more than 50% of Guatemala’s inhabitants
live in rural areas. The population comprises segments of Maya-Quiché origin, ladinos (mestizos),
European-descended whites, and people of African and Asian descent. The indigenous groups, notably
the Quiché and the Kaqgchikel, live in the highlands and dedicate themselves to agriculture, handcrafts,
textiles, livestock raising and local commerce.

Main topics:

- Promoting micro, small and medium-sized enterprises, strengthening value chains and connectivity.
- Supporting access to digital education, and promoting trade, productive development, innovation
and entrepreneurship.

1 See National Institute of Statistics, “Resultados del Censo 2018”, 2019 [online] https://www.censopoblacion.gt/explorador.
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- Development financing.

- Creation of decent jobs.

- Sustainable small and medium-sized enterprises.

- Implementing irrigation systems, sanitary and phytosanitary oversight.

- Ensuring the social well-being of the population in the target departments.

- Building the capacities and dynamism of the business environment, to boost the territory’s economic
and social development.

- Incentives for socially responsible microenterprises and small and medium-sized companies that
use clean and environmentally friendly production methods.

Context

Guatemala has Central America’s largest economy but is among the countries with the most pronounced
levels of inequality in Latin America, with high rates of poverty —particularly in rural areas and among
indigenous populations— and some of the region’s highest infant and maternal mortality rates.

The World Bank’s study Guatemala, Poverty Assessment: Good Performance at Low Levels? indicates that
the country succeeded in reducing poverty from 56% to 51% between 2000 and 2006. Official figures
from 2014, however, reveal that poverty later rose to 60%. Of all the people living in poverty in the country,
52% are indigenous.

Bolstering economic growth will lead to reductions in poverty, provided that the country also improves
its governance. Although policies in favour of the poor could lead to marginal improvements, accelerated
growth will be crucial in attaining medium- and long-term social objectives.

The borders between El Salvador, Guatemala, Honduras and south and south-east Mexico are fragmented
and porous, with structural weaknesses and ineffective controls. The human and logistics resources are
still inadequate for meeting existing needs. The lack of controls on irregular migration flows, smuggling
and the illicit trafficking of migrants affect diplomatic relations between the countries of transit and
destination. At the same time, deficiencies in border control and the feeble presence of law enforcement
in the border regions enable the proliferation of illegal activities such as illicit migrant trafficking and
contraband. This contributes to higher national and regional inequalities in security.

Guatemala’s northern border is a strategic area that plays a critical role in migration issues on account
of its large floating population. There is a web of border cities in this region (Petén, Huehuetenango,
Quiché, San Marcos) that the Government of Guatemala has identified as being of priority importance.
It is working to create “Walls of Prosperity” in those departments with the support of an active policy
for local economic development, focused on job creation and the development of micro-, small and
medium-sized enterprises and small family farms.

Objectives

The main objective of this proposal is to strengthen rural value chains for goods and services in Guatemala,
the other Northern Central American countries® and Mexico, in order to increase added value, strengthen
productivity, improve quality standards, achieve better marketing and market access conditions and
improve the stakeholders’ living and working conditions, all within a framework of climate change
mitigation and adaptation.

2 World Bank, Guatemala, Poverty Assessment: Good Performance at Low Levels, Washington, D.C., 2009.
3 Honduras and El Salvador.
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The specific objectives are:

Design and launch support funds for strengthening value chains, in particular in the areas of technological
innovation, partnerships and interconnections, and commercial promotion in rural value chains for
goods (raw materials and agro-industrial produce) and services.

Raise the incomes of micro-, small- and medium-sized producers, particularly in the identified territories,
and improve compliance with workplace health and safety standards in Guatemala’s value chain
and those of other partners, including Honduras, El Salvador and the southern and south-eastern
states of Mexico.

Promote entrepreneurship among young people, rural women and indigenous communities and groups
to deploy their business potential, build local capacities and create new opportunities for decent
employment and income for their families. Strengthen the public and private institutions currently
working to promote entrepreneurship and business skills among those social sectors.

Support access to new markets by micro-, small- and medium-sized Guatemalan producers, and facilitate
trade between the countries of Northern Central America and Mexico through the standardization
and mutual recognition of sanitary and phytosanitary capacities, requirements and procedures.

Strengthen interventions in the identified territories, particularly for the provision of drinking water
and sanitation, which are necessary resources for improving the population’s living standards.

Provide micro-, small and medium-sized enterprises (MSMEs) with technical assistance for building
their business capacities, protecting workers’ rights, legal, commercial and property rights, their
integration into broader value chains and productive systems, the creation of associations and
cooperatives, the protection of life and the conservation of the environment.

Expected outcomes, progress indicators and goals:

Expected outcome Indicators Goal Period
Increase, from 14,100 in 2017 t0 106,299 in 2024, Number of micro-, small and medium-sized 106,299 micro-, small and 4 years
the number of micro-, small and medium-sized enterprises, women business owners and artisans  medium-sized enterprises
enterprises, women business owners and artisans  with access to credit and business benefiting from

with access to creqit and business development services. technical and ﬂnancial
development services. Percentage of total credit extended to micro-, small 3SSIStance services.

and medium-sized enterprises, as indicated by
loan balances.

National Rural Extension System (in the different ~ National plans for the identified intervention topics National plans 4 years
areas) strengthened and implemented in the designed; for example, the Grand National fully implemented.
identified departments. Agricultural Plan implemented on the ground in the

identified departments (MAGA).
Design and implement sustainable and Project portfolio established in the 100% of the 4 years
environmentally friendly projects to enable the identified departments. projects implemented.

population living in poverty and extreme poverty
to become micro-, small- and medium-sized
producers with surpluses, and to assist those that
already exist in easily marketing their products.

Access to irrigation, permanent sanitary and [rrigation system in the potential areas of the 100% of the systems 4 years
phytosanitary controls and a broad value chain priority departments. in place.

project to open up new markets for System of sanitary and phytosanitary controls 100% of the productive
Guatemalan producers. in place. chain projects in place.

Value chain projects in place.

Improved standards of living for the population Design and implementation of a monitoring and ~ Monitoring and evaluation
in the identified departments. evaluation system for the identified territories. system fully designed

and in place.
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Main activities

- Design and implement programmes to strengthen rural value chains for goods and services in Northern
Central America and Mexico, in order to increase added value, strengthen productivity, improve quality
standards, achieve better marketing and market access conditions and improve the stakeholders’
living and working conditions, all within a framework of climate change mitigation and adaptation.

- Design and launch support funds for strengthening value chains, in particular in the areas of
technological innovation, partnerships and interconnections, and commercial promotion.

- Design instruments to contribute to the inclusive and sustainable economic development of the Northern
Central American countries and southern and south-eastern Mexico by improving the competitiveness
of microenterprises and small and medium-sized companies and improving the business climate.

- Design microcredit mechanisms to fund solar energy systems and other productive endeavours
that can create energy-related business initiatives, and determination of the proportions of each
installation to be funded by the users and by the governments.

- Construct micro-networks for micro- and small-scale renewable energy projects to serve isolated
communities, and extend transmission lines and distribution networks to support the sustainable
rural electrification programme.

- Design and implement broadband projects and digital inclusion policies in rural and peri-urban
areas, including services and digital applications for health and education. Launch an e-commerce
development programme for micro-, small and medium-sized enterprises (MSMEs) using training,
research, innovative solutions, cooperation mechanisms, partnerships and digital tools.

- Devise strategies for building the capacities of local actors and constructing flexible mechanisms for
territorial governance, so that territory actors can implement and manage development strategies in
the territories by creating multilevel and multi-stakeholder networks and agreements. The identified
capacities are: (i) to structure pre-investment and investment projects, (i) to negotiate, manage and
interconnect resources from local governments, international cooperation agencies and the private
sector, (iii) to efficiently and transparently carry out projects with resources managed within the
territories, and (iv) to monitor and evaluate projects. The tools needed include training (on-site and
online), internships, exchanges, technical advice and assistance. Those strengthening mechanisms
should contain a cross-cutting gender and ethnic perspective and cultural relevance.

- Support local companies and institutions in opening new lines of business, and in expanding and
strengthening their current lines of work. Formalize employment contracts between young people
and companies, and follow up to assess the level of satisfaction of both parties and the possibility
of contract renewal. Offer technical and managerial training and personalized mentoring for business
analysis and the creation of a business plan.

- Launch the proposal to improve the appropriate environments for sustainable companies on Guatemala’s
borders with south and south-east Mexico, El Salvador and Honduras. Design a proposal for training
in line with the technical education needs of the workforce currently sought by companies in the
borderlands of Guatemala, El Salvador, Honduras and Mexico, and with the future (forecast) needs of
development hubs in those regions, based on agribusiness, textiles, tourism promotion and trade,
and a logistics platform.

- Prepare a technical and operational design for, and launch, a Single Investment Fund, to operate
along two complementary lines: (i) the distribution of non-reimbursable funds (grants) for the
execution of a wide range of investment projects, assigned in differentiated ways depending on
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each local reality, and (ii) the implementation of various forms of extension, specialized advisory
services and training, in order to develop effective coordination for the execution of those investments
capacity-building).

- Strengthen the institutional flexible funding mechanisms for loans and microcredits (commercial
banks, and savings and credit banks and cooperatives) that exist in the region, in order to open and
facilitate appropriate access to credit resources for agribusiness, textiles, tourism promotion and
trade in family agricultural produce, with particular emphasis on extending a significant portion of
those loans and microcredits to rural women.

- Provide national- and local-level technical support to the Ministry of Labour and the Ministry of Economic
Affairs for the design of cross-border working programmes with Mexico for Guatemalan citizens and
persons recognized as refugees in Guatemala, including those in situations of particular vulnerability.

- Strengthen the Family Farming Programme to Strengthen the Rural Economy (PAFFEC) in the identified
departments to improve the means of subsistence of the receiving communities and strengthen the
integration of populations in movement.

- Design and launch a young people’s fund for on-site activities. In parallel to online communications,
the organization of meetings, local tours and other on-site activities for young people (workshops,
seminars, creation of working panels, etc.) will be encouraged, to establish contacts and closer ties
among them. Design and launch an investment and productive entrepreneurship component for young
people wishing to start their own business ventures. To allocate these non-reimbursable resources
(grants), the same parameters as defined for the Single Investment Fund (competitive models and
others) will be used. Applications may be filed by individuals or groups.

Project governance

An ad hoc executing unit will be set up for project execution.

Duration:

Estimated duration of four years.

Budget: to be defined
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Proposal 1.34

Development of catalysing value chains to create opportunities
in territories, Honduras

NO DEGENT WORK AND
POVERTY ECONOMIC GROWTH

INDUSTRY, INNOVATION
ANDINFRASTRUCTURE

Implementing agencies:

Secretariat of Economic Development of Honduras.

Geographical coverage:

The programme will focus on the spatial strategy of sustainable territorial economic development, to
promote eight development hubs as centres for generating economic spillovers in the different regions
of the nation’s territory: Copan (Western region, Mesoamerican Reef region), San Pedro Sula (Valle de
Sula region), Yoro (Valle de Lean region), Ceiba (Costa Esmeralda and Valle de Aguan region), Choluteca
(Gulf of Fonseca region), Tegucigalpa (Centre and Valle de Comayagua region), Juticalpa (Northern and
Valles de Olancho region) and Puerto Lempira (region).

Number of beneficiaries:

The project’s territories are home to 3.9 million inhabitants; around 115,000 jobs will be created,
benefiting the same number of families. Funding will be given to 47 business chains to develop value
chains related to the processing of farm-produced raw materials and other competitive non-agricultural
sectors, 25 companies providing business development, innovation and support services to strengthen
the priority value chains, and 8 logistics centres.

Main topics:

- Value chains

- Creation of decent jobs
- Productive development
- Promotion of innovation
- Poverty reduction

- Increased added value

Context:

The Honduran economy is one of the most dynamic in Latin America and the Caribbean. Between 2010
and 2017, the country’s average annual economic growth was 3.7%, similar to the rest of Central America
and higher than the rest of Latin America and the Caribbean (2%). Honduras ranks ninth among the
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region’s 33 countries, by reason of its levels of economic growth over that period.! That expansion was
primarily driven by investment, exports and consumption, as well as by remittances coming in from
abroad. Nevertheless, this economic growth has slowed down and economic activity is still tied to the
production of raw materials and manufactured goods with low added value. During 2018, economic
growth slowed down to 3.7%, compared to 4.8% the previous year. This reduced dynamism was due to a
deceleration in the main productive activities and changes in raw material prices. At the same time, the
country still reports a high level of poverty that, in spite of numerous interventions in recent years, it has
been unable to reduce. In fact, the poverty rate is higher now than before the 2009 crisis: more than 60%
of the population have been living in poverty in recent years, with a greater concentration in rural areas.2

Of the total 2017 population, 6.9 million people were of working age and, of these, 53% were women,
primarily from urban areas (55%); the economically active population was equal to 59% of the total
(4.09 million people), with men accounting for 61%. Unemployment among Hondurans stood at 273,496,
mostly in urban areas (67%). The chief problem was invisible underemployment (44.2%), followed by
visible underemployment (11.8 %), which was primarily a rural phenomenon.

Farm sector: The sector is of economic and social importance to the country. Between 2013 and 2018, it
generated an average of 12.3% of the gross domestic product and around a third of all jobs. It is also the
economic sector with the largest proportions of own-account workers (43%) and of unpaid workers (55%).
Its importance is heightened in rural areas, where it employs 75% of the population aged over 153 and
is the main source of income. It is characterized, however, by low productivity, limited investment in
public-good services to support productivity and competitiveness and high rates of vulnerability to the
effects of climate change.

Objectives

Improve the incomes and standards of living of micro-, small- and medium-sized producers and business
owners through the sustainable development of value chains by means of innovation, the creation of
profitable businesses and increased added value, using models that encourage inclusion, thus helping
to reduce poverty, unemployment and inequality and creating opportunities that bind local inhabitants
to their territories.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Forging of horizontal and vertical chains, with the Number of small and medium-sized 47 5 years
participation of small and medium-sized enterprises. enterprises incorporated into value chains.
Economic upgrading of the selected chains. Increase in the added value of the To be determined by 5 years
participating companies. each chain.
Jobs created. 115,000 direct jobs.
New business undertakings. 80 new business undertakings.
Companies providing the chains 25 companies
with services. providing services.

Economic Commission for Latin America and the Caribbean (ECLAC), CEPALSTAT.

National Statistics Institute, Permanent Multipurpose Household Survey (EPHPM).

C. Bouroncle and others, “La agricultura de Honduras y el cambio climatico: ¢Dénde estan las prioridades para la adaptacion?”,
Resumen de Politica, Copenhagen, Consultative Group on International Agricultural Research (CGIAR), 2015.

w N
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Expected outcomes, progress indicators and goals (concluded)

Expected outcome Indicator Goal Period

Public and private investments to increase the Millions of dollars invested. 5 years
productive capacity of the horizontal and
vertical chains.

Develop the non-financial services market, to Number of new service companies 5 years
promote and facilitate business, innovation and connected to value chains.

quality and encourage exports, through the

strengthening of local support structures and

the provision of services.

Main activities

The value-chain approach is a useful tool for ensuring that the chain’s actors and the territory are dealt
with systemically, by means of linking producers, suppliers and processors and by interconnecting the
different links or stages in the chain. The methodology used to forge both horizontal (between micro-, small
and medium-sized producers) and vertical chains (between partnered producers and other links in the
chain) will promote projects that help improve the productivity and competitiveness of micro-, small
and medium-sized producers in their business relations with other links, emphasizing diversification,
added value, and the creation of economies of scale in production, supply of inputs, technology use,
research and development.

The chains identified as priorities under this programme meet one or more of the following requirements:
(a) potential job creation, (b) export potential, (c) development of capacity for import substitution and the
provision of foodstuffs, (d) capacity to generate income to further the territories’ inclusive development.

- Component I. Adding value in productive chains to catalyse territories.

This component will generate a portfolio of investment projects for creating new profitable businesses,
and financial resources will be made available for pre-investments and joint investments to establish
businesses for the processing of raw materials through horizontal and vertical business and productive
chains, with the potential for exporting or for ensuring food sufficiency.

Funds from Component I will finance business linkages to develop value chains involving the
transformation of agricultural raw materials and other competitive non-agricultural sectors (tourism,
forestry, manufacturing, renewable energy, bioenergy and biofuels, logistics services, and collateral
or complementary industries) to deliver services to the value chains (such as packaging factories,
packaging, metal-mechanical workshops, laboratories and other collateral activities).

This component will also be able to fund the purchase of managerial and financial technical assistance
services, business and market intelligence, and the adoption of new technologies and modernization
of productive assets.

Component I funds will be placed in a credit enabling fund through the Solidarity Credit programme
as a vehicle to secure the intermediation of private commercial banks, which will develop innovative
financial products to generate greater inclusion in line with the design of the investment project.

- Component II. Development of the market for non-financial business development services, to
bolster added value.

Under Component II, through the development and delivery of non-financial business development
services, private companies will be able to present projects that will compete for resources; for this, a
non-reimbursable fund will be created, to be disbursed by the Secretariat of Economic Development,
and participants must present projects that meet the established requirements.
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Through Component II, funding will be provided for fixed assets, working capital, technology purchases,
process development, studies and research, business and market intelligence, software development,
apps, virtual platforms, distribution channels, attendance at international fairs, technical/market missions,
brand development, new product development, training programmes, certification programmes for
the delivery of outsourced government services, mandatory and voluntary certifications, and other
services necessary for strengthening the priority value chains.

Component II is also expected to develop a business development service ecosystem to facilitate
innovation and the development of new products for value chains; to this end, direct incentives will
be developed for producers and entrepreneurs, and resources will be provided for the creation of such
facilities as innovation centres and quality laboratories. Through this component, resources will be
provided to private enterprises by delivering specialized non-financial business development services
to priority chains and those related to the linkages forged under Component I in the priority territories.

Component III. Strengthening the institutional framework for doing business.

Strengthening the role and presence in the territories of the public institutions responsible for
procedures and delivery of services to companies; to this end, funding will be give for the creation
of logistics centres, where offices will be located to speed up formalities for companies, using
communication technologies, alongside private companies providing logistics services. The logistics
centres will be installed in eight different territories and they will streamline procedures for doing
business (registrations, permits, health and food safety licences, export and import registrations and
permits, customs permits). The centres will house a financial centres, cargo and customs agencies,
refrigerated parking areas, business centres, hotels, storage areas, packing facilities and a one-stop
shop for government formalities.

Generate a certification process for private companies and professionals, to outsource services for
animal health control and the safety and traceability of agrifood products, in order to increase the
supply of services certified by the competent national authority to operate in the territories.

Project governance

The proposal involves the establishment of a working team, led by the Secretariat of Economic
Development —specifically, with the General Directorate of Productive Sectors— in coordination with
the Secretariat of Development and Social Inclusion.

Possible synergies with other initiatives

Initiatives by national institutions that promote the development of the coffee sector in the CDP
countries: Salvadoran Coffee Council, National Coffee Association of Guatemala, Secretariat of
Agriculture and Rural Development of Mexico.

Projects on coffee value chains in Mexico, Colombia, Honduras and other Latin American countries
currently under way with ILO support.

Latin American and Caribbean Coffee Environmental Footprint Network.

Duration

5 years.

Budget: Total: US$ 80,240,000

4

With national counterpart funding of US$ 27,040,000, leaving a shortfall of US$ 53,200,000.
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Proposal 1.35

Improving logistics performance, competitiveness and regional economic
integration, Honduras

NO DEGENT WORK AND INDUSTRY, INNOVATION
POVERTY ECONOMIC GROWTH ANDINFRASTRUCTURE

Implementing agencies:

Deputy Directorate of Customs Revenue of the Government of Honduras.

Geographical coverage:

Honduras.

Number of beneficiaries:

Population of Honduras (9 million people).

Main topics:

- Logistics sector
- Integration

- Innovation

- Quality system

Context

In recent years, Honduras has made great efforts in pursuit of sectoral reforms in commercial regulation,
institutions, planning and facilitation; these will lead to improvements in cargo logistics services, institutional
strengthening, planning and the provision of services associated with the logistics sector, together with
the modernization and simplification of procedures and technological systems for customs facilitation.

To take advantage of its privileged geographical position, with coasts on the Atlantic and Pacific Oceans,
the country has made significant investments to develop a modern, internationally certified port
infrastructure and to improve the logistics of integration between land and sea transport, facilitating
the transfer of cargo and passengers.

In that context, the priorities of the Government of Honduras for the development of the logistics sector
are structured around a basic functional infrastructure equipped with technology, a robust regulatory
framework, a solid institutional structure, strategic planning, quality services and simplified trade processes.
Under the Letter of Intent signed by the Government of Honduras and the International Monetary Fund
(IMF), the Government’s strategy aims to maintain the revenue mobilization initiatives that have been
carried out in recent years. That strategy provides for the promulgation of the decree creating the new
customs administration and the appointment of its executive authority, putting an end to the operations
of the Presidential Commission for Comprehensive Reform of the Customs System and Trade Operators
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(COPRISAQ). It also provides for the signing and execution of the information exchange agreement
between the Deputy Directorate of Revenue (DARA), the Revenue Administration Service (SAR) and the
Secretariat of Finance (SEFIN).

Objectives

Improve the performance of the logistics sector through the development of a robust regulatory
framework to assist its development and the facilitation and modernization of customs procedures
with the region’s countries.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goals Period

Improve operational efficiency at border crossings.  Transit time for goods at border crossings.

Innovation and updating of technological systems.

Increase the capacities of quality system institutions. Reduce the times and costs of quality certification procedures.

Develop infrastructure and equip the customs system. Investments and new equipment for the customs system.

Main activities

Component 1: Customs law reform.

Consolidate a regulatory framework for customs logistics incorporating a long-term vision and
establishing guidelines for the sector, including intervention strategies and a monitoring system,
policy guidelines, key aspects of the cargo logistics sector and institutional competencies:

- Develop and systematize customs regulations, so they incorporate legal and technical innovations.
- Establish the regulatory framework for administrative customs offences, simplifying its enforcement.

Component 2: Digital development.

Implementation of technological and digital tools such as registration by means of radio frequency
identification (RFID) tracing devices and cameras, updating the Central American Invoice and Single
Declaration (FYDUCA) in the institutional data warehouse of the tax administration and processes
linked to the Central American Strategy for Trade Facilitation and Competitiveness with an Emphasis
on Coordinated Border Management to enable compliance with the commitments assumed in the
framework of trade facilitation agreements.

- Development of e-commerce: A method of buying and selling goods, products or services using
the Internet as a medium; online shopping. Changes in world trade and the rise of the Internet
have led to the growing popularity of this form of commerce as Internet users have become more
interested in online purchases.

- Electronic signature: The provision, installation and configuration of public key infrastructure (PKI)
to implement advanced electronic signature services and to establish the Deputy Directorate of
Customs Revenue (DARA) as a certification service provider accredited with the General Directorate
of Intellectual Property of Honduras.

- Inter-institutional risk management module: The dynamism and aggressiveness that currently
characterizes the global economy demands improvements in the time and costs of foreign trade
logistics chains. This objective requires the institutions and agencies involved to redesign, strengthen
and integrate their processes, eliminating those activities that add no value to the service and
capitalizing on use of information technologies, such as artificial intelligence.
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- Reactivation of the Control and Monitoring Centre (CCM): Includes the installation of surveillance
cameras to operate 24 hours a day, 365 days a year, for monitoring of customs stations and other
customs service facilities across the nation, the interpretation of images from X-ray scanners, and
the traceability of haulage by means of electronic tags.

- Technological strengthening of customs at the national level: Provide computer and communications
equipment to customs stations across the country to improve efficiency in the service provided
to taxpayers.

- Component 3: Investments in infrastructure and equipment for the Automated Customs Revenue System.

- Non-intrusive inspection: Involves the installation of non-intrusive inspection equipment (X-rays)
at the Puerto Cortés customs office.

- Electrical redundancy at customs stations: Will provide the country’s selected customs offices
with the electrical equipment and infrastructure needed for continuous operations 24 hours a day,
365 days a year, as recommended by the electrical redundancy study.

- Palmerola Customs Station: Covers the operations of three areas at the Palmerola Customs Station:
- Air cargo terminal
- Land cargo terminal
- Customs operation area in the guard station.

Project governance

Possible synergies with other initiatives
Private projects under way.

- Customs infrastructure
- Design, development, financing and operation of a specialized liquids terminal at Puerto Cortés
(information pending).
- Modernization and development of the Port San Lorenzo Terminal (proposed private initiative project).
- Design, financing, construction, operation, maintenance and transfer of the Integrated Non-Invasive
Customs Inspection System.
- Reactivation, modernization and development of the port terminal at Puerto Castilla-Trujillo-Coldn
(proposed private initiative project).
- Maritime tug services at Honduran ports.
- Airport infrastructure.
- 1 International airport concessions in San Pedro Sula, Roatén and La Ceiba (information pending).
The project is at the tendering stage, given that the current airport concession with the company
InterAirports expires in October 2020.

Duration:

5 years.

Budget: Total: US$ 1.331 billion

Financing secured: US$ 677.20 million
Funding shortfall: US$ 653.30 million
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Proposal 1.36

Maya Ka’an: community development for tourism and the conservation
of natural, historical and cultural resources, State of Quintana Roo

NO LERO GOOD HEALTH GENDER CLEAN WATER
POVERTY HUNGER AND WELL-BEING EQUALITY AND SANITATION

ek

DECENT WORK AND 1 REDUCED 1 SUSTAINABLE CITIES 1 RESPONSIBLE 13 CLIMATE 1 LIFE BELOW
ECONOMIC GROWTH INEQUALITIES AND COMMUNITIES GONSUMPTION ACTION WATER

A ANDPRODUGTION
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Implementing agencies:

Secretariat of Social Development of the State of Quintana Roo, Mexico.

Geographical coverage:

Maya Ka’an: municipalities of José Marfa Morelos, Felipe Carrillo Puerto and Tulum, in Quintana Roo, Mexico.

Number of beneficiaries:

151,000 inhabitants of the municipalities of Felipe Carrillo Puerto, José Maria Morelos and Tulum, State of
Quintana Roo, Mexico (75,000 women and 76,000 men). In Felipe Carrillo Puerto 91.6% of the population
self-identify as indigenous, together with 90.6% in José Maria Morelos and 66% in Tulum.

Main topics:

» Regional economic development
- Indigenous communities

- Decent, sustainable housing

- Fighting poverty

- Preservation of natural resources
- Rescuing culture and history

- Sustainable tourism

- Sustainable infrastructure
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Context

Maya Ka’an is home to about 151,000 people, in the municipalities of Felipe Carrillo Puerto, José Maria
Morelos and part of Tulum, in the centre of the State of Quintana Roo. This population has not benefited
much from the tourist activity in the north and south of the State; and the State’s largest Mayan population
lives in this region, preserving its cultural and historical richness.

Maya Ka’an consists of more than 521 communities, which have scant urban planning and infrastructure.
The soil is predominantly permeable limestone, which allows rainwater to filter into the inner layers
of the underground aquifer systems and create underground deposits and streams, from which the
communities supply themselves with water. Local inhabitants continue to use unhealthy sanitary
technigues such as latrines or open defecation, as a result of which faecal coliforms contaminate the
bodies of water adjacent to their settlements and damage is inflicted on the underground water table.
Dwellings outside the municipal seats are characterized by straw or sheet-metal roofs, walls of wooden
slats, occasionally covered with mud, and dirt floors, with no drinking water or sanitation services and,
in some communities, without electricity.

Women in the region primarily engage in family farming and family care, and they continue to cook on
open stoves, with all the risks that entails. However, they are interested in participating more actively and
in an organized way in family economies through the production and marketing of textiles, preparation
of traditional foodstuffs, vegetable cultivation and ecotourism activities. Migration is a significant
phenomenon, particularly among young people, who head to the northern part of the State (Canctn and
the Riviera Maya) due to the lack of work opportunities in the State’s central communities.

There has also been a significant deterioration of the communities and historical monuments that
witnessed the Caste War. This proposal offers an opportunity to develop inclusive tools for urban and
territorial planning and the rescue of historical monuments, through rational and balanced land use. It
also seeks the development of the surrounding ecosystems, to diversify the economy and catalyse local
productive and ecotourism activities. This strategy will help minimize differences between regions and
create sustainable rural communities with a higher quality of life.

To address this context and these problems, the Maya Ka'an programme has already mobilized national
and international resources through different private and community environmental and tourism
projects. To ensure the region’s sustainable development and to overcome its social and economic lags,
however, comprehensive strategic models are required, with a medium- and long-term vision and with
ex-post evaluations of the projects already carried out, investment planning and a funding strategy. A
participatory model is required, using a three-pronged sustainable community development scheme:
economic development, cultural and historical rescue, and sustainable communities.

Although there is a strategic vision for development and sustainability behind these actions, a strategic
plan for implementing participatory development models must be documented and agreed on in order
to promote institutional coordination in the implementation of the planned actions and complement
them with proposals from other actors, increase efficiency in the implementation of investments
already committed, facilitate the creation of future investments and generate a common framework
for evaluation and monitoring.

This proposal is part of the efforts to strengthen value chains focused on rural tourism and complementary
productive activities.
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Objective

Establish integral community development models built around tourism and the conservation of
natural, historical and cultural resources, in accordance with criteria of sustainability, in Maya Ka'an,
Quintana Roo. In addition, implement participatory development projects as a policy for community
strengthening, focused on three objectives: economic development, rescuing culture and history, and
sustainable communities.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period
Maya Ka'an. Integral Model of Community Strategic plan, models, Plan: Actions to improve the sustainable Strategic Medium
Development with Tourism and Conservation  implementation of models management tools of a territory that has been term

of Natural, Historical and Cultural Resources,  and rehabilitation. declared a sustainable tourism destination.

in accordance with sustainability criteria.
Quintana Roo, Mexico.

1. Design and prepare the Strategic Plan Strategic plan. Recommendations and methodologies for the Short
for the Integral Model of Community development of: term
Development with Tourism and 11 System of indicators in a
Conservation of Natural, Historical and comprehensive programme.

Cultural Resources, in accordance with

sustainability critefia, for Maya Ka'an. 1.2. Strategic plan with an integral, sustainable

and inclusive approach.
13. Investment strategy and planning.

14. Case study of indigenous community development,
and systematization of experience.

2. Design and implementation of a Participatory housing 2.1. Design Short
participatory model for social production  development model. 2.11. Assessments of participatory feasibility. ~ term
of housing in Maya Ka’an, allowing for the  copstruction o

improvement of housing conditions in the remodelling of houses 2.1.2. Organizational development workshops

for social housing production.

region, with local materials, direct according to the model. _ B _
community participation and according 2.13. Design of a participatory housing
to the region’s customs and culture. development model, to be replicated
throughout the region.
2.2. Implementation
2.2.1. Construction of three pilot dwellings.
2.2.2. Construction of model dwellings in the
communities of Maya Ka’an.
3. A model for participatory urban planning  Model for participatory Establishment of methodologies for the Short
and development in Maya Ka’an, Quintana  urban planning and development of: term
Roo, that allows for the growth of local development in Maya 31, Simplified urban development planning scheme.

human settlements through the rational ~ Ka'an, Quintana Roo. i
and balanced use of land and the 3.2. Urban image programme.
surrounding ecosystems and that is 3.3. Public spaces programme.
attractive for diversifying the economy

and catalysing local productive activities.

4. Implement a model for correct water Number of integral 4.1. Construction of 2,077 integral sanitation systems ~ Medium
management in Maya Ka'an, Quintana Roo,  sanitation systems built in (ecological toilets with septic tanks). term
that allows for adequate disposal of the towns of Maya Ka'an. 42 Adoption of new technigues, knowledge and
wastewater to reduce subsoll Number of localities in know-how for environmental stewardship in
contamination and avoid local outbreaks  paya Ka'an trained in 33 localities of Maya Ka'an.
of disease. environmental awareness

and techniques.
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Expected outcomes, progress indicators and goals (concluded)

Expected outcome Indicator Goal Period

5. Implementation of the Impulso Maya Number of supports for ~ 5.1. Support for 50 viable, profitable and sustainable ~ Short
social economy model in Maya Ka'an, the indigenous productive projects of the indigenous population,  term
Quintana Roo, to improve the quality of life population’s productive providing them with training and what they need to
of the indigenous people by optimizing projects. pursue productive activities and self-employment
families’ income levels and promoting in order to avoid migration to other states or other
productive activities. parts of the State of Quintana Roo.

6. Implementation of the Mujeres Mayas Number of supports for 6.1 Support for 50 viable, profitable, sustainable and  Short
Trabajando (“Mayan Women Working”) indigenous women's sustainable productive projects of indigenous term
social economy model in Maya Ka'an, productive projects. women, providing them with training and what
Quintana Roo, allowing them to improve they need to pursue productive activities and
their standard of living through stable self-employment.
incomes and constant accompaniment of
their projects, with a financial vision of
economic, natural and human resource
management and thereby consolidating
family well-being.

7. Implementation of the Permaculture Number of sustainable 71, Support for 1,133 permaculture projects, including ~ Medium
Provider development model in Maya Ka’an, production units delivered. production units, technical accompaniment term
which allows the construction of a social  Nymber of training and and training.
fabric and promotes the care of nature  3ccompaniment exercises. 7.2 Support for the creation of cooperatives to gather
and the wellbeing of people, through the o oq e and market their products.
participation of women, their families and o .
the community. certifications for products. 7.3. Promotion of and support for Slow Food

certification of products.

8. Implementation of a plan to replace stoves Number of units delivered  8.1. Delivery of 2,775 firewood-saving ecological stoves, ~ Short
with ecological wood-saving equipment  to families in the region. adapted to the uses and customs of the region, for ~ term
adapted to the uses and customs of Maya the benefit of 9,713 inhabitants.

Ka'an, Quintana Roo, to improve living
standards and mitigate the risk of
respiratory diseases.

9. Renovation of the Caste War Museum and ~ Renovation of the Caste  Restore and preserve the Caste War Museum and Short
Tihosuco Library, declared a Historical War Museum and Tihosuco Tihosuco Library so that both locals and visitors can  term

Monument Zone by the current

federal government.

Library, Municipality of
Felipe Carrillo Puerto.

enjoy a decent and safe place as part of their
cultural heritage.

Main activities
1

Strategic Plan for the Integral Model of Community Development with Tourism and Conservation of
Natural, Historical and Cultural Resources, in accordance with sustainability criteria, in Maya Ka’an.

11 Management indicator system.

1.1.1 Collection and validation of information on diagnostic assessments, strategies, programmes
and projects in Maya Ka'an.

1.1.2 Information exchange, and consultation and recommendation process.

1.1.3 Exchange of experiences and methodologies on management, monitoring and results
indicators for programmes and projects.

1.14 Preparation of a draft model for the system of indicators, and feedback and recommendations.

1.2 Comprehensive strategic plan.

1.2.1 Exchange of experiences and methodologies on community strategic plans and programmes
with approaches based on sustainability, gender and ethnic awareness, etc.
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1.2.2 Preparation of draft model of strategic operational plan, feedback and recommendations.
1.2.3 Drafting of strategic document for the comprehensive development of Maya Ka’an.
Components and basis for a project financing strategy.

1.3.1 Analysis of current project portfolio, identification of needs and priorities.

1.3.2 Exchange of information, experiences and methodologies on investment planning, and
Maya Ka’'an project portfolio.

1.3.3 Organization of a workshop for experts and stakeholders, on the analysis and planning of
project portfolios.

1.3.4 Preparation of a draft model for investment planning and financing strategy for Maya Ka’an.
1.3.5 Preparation of a financing strategy and investment planning document for Maya Ka'an.
Systematization of the experience.

1.4.1 Exchange of experiences and methodologies on the systematization of case studies involving
development in indigenous communities or multicultural settings.

1.4.2 Preparation of a draft model case report, and systematization of the experience in Maya Ka’an.
1.4.3 Preparation of the Maya Ka’an report and strategy document.

2. Design and implementation of a participatory model for social housing production in Maya Ka'an.

21

2.2

Design.

211 Assessments of participatory feasibility.

2.1.2 Organizational development workshops for social housing production.

2.1.3 Design of a participatory housing development model, to be replicated throughout the region.
Implementation.

2.2.1 Construction of three pilot dwellings.

2.2.2 Construction of model dwellings in the communities of Maya Ka’an.

3. Participatory urban planning and development model in Maya Ka'an, Quintana Roo.

3.1

3.2

33

Simplified urban development planning scheme.
3.1.1 Planning and coordination.
3.1.2 Management.

3.1.3 Implementation.

Urban image programme.

3.2.1 Planning and coordination.
3.2.2 Management.

3.2.3 Implementation.

Public spaces programme.

3.3.1 Planning and coordination.
3.3.2 Management.

3.3.3 Implementation.

4. Implementation of the correct water management model in Maya Ka’an, Quintana Roo.

41

Construction of integral sanitation systems (ecological toilets with septic tanks).
411 Community assessments for the selection of communities.

412 Preparation of comprehensive project.

4.1.3 Work execution.
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4.2 Adoption of new techniques, knowledge and know-how for environmental stewardship.

4.2.1 Organization of community participation workshops and training courses for the stewardship
of water resources.

5. Implementation of the Impulso Maya social economy model in Maya Ka’an, Quintana Roo.
51 Support for viable, profitable, sustainable productive projects of the indigenous population, providing

them with training and what they need to pursue productive activities and self-employment in
order to avoid migration to other states or other parts of the State of Quintana Roo.

511 Project evaluation.
5.1.2 Training.
5.1.3 Project implementation.
6. Implementation of the Mujeres Mayas Trabajando model for social economy in Maya Ka’an, Quintana Roo.
6.1 Support for viable, profitable and sustainable productive projects of indigenous women, providing
them with training and what they need to pursue their productive activities and self-employment.
6.1.1 Project evaluation.
6.1.2 Training.
6.1.3 Project implementation.
7. Implementation of the Permaculture Provider development model in Maya Ka’an.
7.1 Support for permaculture projects, including production units, technical accompaniment
and training.
7.1.1 Project evaluation.
7.1.2 Training.
7.1.3 Project implementation and technical support.
7.2 Support for the creation of cooperatives to gather and market their products.
7.3 Promotion of and support for Slow Food certification of products.
8. Implementation of the plan to replace stoves with ecological wood-saving equipment adapted to
the uses and customs of Maya Ka’an, Quintana Roo.
8.1 Delivery of ecological wood-saving stoves, adapted to the uses and customs of the region.
8.11 Identification of priority attention areas.
8.1.2 Planning of procurement and distribution.
8.1.3 Establishment of social committees to assist in following up on stove distribution.
8.14 Delivery and installation of stoves.
9. Renovation project for the Caste War Museum and Tihosuco Library, Municipality of Felipe Carrillo
Puerto, a community declared a Historical Monuments Zone.
9.1 Renovation projects.
9.1.1 Planning of the tendering process.
9.1.2 Awarding of the renovation project.
9.2 Renovation works.
9.1.2 Planning of the tendering process.
9.2.2 Awarding of the works project.
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Project governance

The project is the responsibility of the Secretariat of Social Development of the Quintana Roo State
Government, which will coordinate and supervise the activities carried out. That Secretariat, together with
civil society organizations and community committees, will be responsible for overseeing the resources
used for the project’s components, as well as for ensuring coordinated efforts for the supervision of the
works and the participatory monitoring of their quality.

Possible synergies with other initiatives

Key partners for these projects will include the Great Maya Council, the organizations Amigos de Sian
Ka’an, AC, and Habitat Comunaly Vivienda, AC, together with the municipal governments of Felipe Carrillo
Puerto, José Marfa Morelos and Tulum; the federal government’s Secretariat of Tourism and Secretariat
of Welfare, the National Indigenous Peoples Institute (INPI) and the National Institute of Anthropology
and History, and the Secretariat of Ecology and the Environment, Secretariat of Tourism and Institute of
Culture and Arts of the State of Quintana Roo.

Duration

Activity Duration

1. Strategic Plan for the Integral Model of Community Development with Tourism and Conservation of Natural, Historical and 6 months
Cultural Resources, in accordance with sustainability criteria, in Maya Ka'an.

11 Management indicator system. 1.5 months

111 Collection and validation of information on diagnostic assessments, strategies, programmes and projects in
Maya Ka'an.

112 Information exchange, and consultation and recommendation process.

113 Exchange of experiences and methodologies on management, monitoring and results indicators for programmes
and projects.

114 Preparation of a draft model for the system of indicators, and feedback and recommendations.

1.2 Comprehensive strategic plan. 2.5 months

1.2.1 Exchange of experiences and methodologies on community strategic plans and programmes with approaches
based on sustainability, gender and ethnic awareness, etc.

1.2.2 Preparation of draft model of strategic operational plan, feedback and recommendations.
123 Drafting of strategic document for the comprehensive development of Maya Ka'an.

13 Components and basis for a project financing strategy. 2 months
131 Analysis of current project portfolio, identification of needs and priorities.

13.2 Exchange of information, experiences and methodologies on investment planning, and Maya Ka’an
project portfolio.

133 Organization of a workshop for experts and stakeholders, on the analysis and planning of project portfolios.
134 Preparation of a draft model for investment planning and financing strategy for Maya Ka'an.
1.3.5 Preparation of a financing strategy and investment planning document for Maya Ka'an.

14 Systematization of the experience. 2 months

141 Exchange of experiences and methodologies on the systematization of case studies involving development in
indigenous communities or multicultural settings.

142 Preparation of a draft model case report, and systematization of the experience in Maya Ka’an.
143 Preparation of the Maya Ka'an report and strategy document.
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Duration (ontinued)
Activity Duration
2. Design and implementation of a participatory model for social housing production in Maya Ka'an. 1year
2.1 Design 6 months
211 Assessments of participatory feasibility.
212 Organizational development workshops for social housing production.
213 Design of a participatory housing development model, to be replicated throughout the region.
2.2. Implementation.
2.2.1 Construction of three pilot dwellings.
2.2.2 Construction of model dwellings in the communities of Maya Ka’an.
3. Participatory urban planning and development model in Maya Ka’an, Quintana Roo. 1year
3.1. Simplified urban development planning scheme. 3 months
311 Planning and coordination.
31.2 Management.
313 Implementation. 6 months
3.2. Urban image programme. 3 months
3.21 Planning and coordination.
3.2.2 Management.
3.2.3 Implementation. 6 months
3.3 Public spaces programme. 3 months
3.31 Planning and coordination.
3.3.2 Management.
3.3.3 Implementation. 6 months
4. Implementation of the correct water management model in Maya Ka’an, Quintana Roo. 3 years
41 Construction of integral sanitation systems (ecological toilets with septic tanks).
411 Community assessments for the selection of communities.
412 Preparation of comprehensive project.
413 Work execution.
4.2 Adoption of new techniques, knowledge and know-how for environmental stewardship.
421 Organization of community participation workshops and training courses for the stewardship of water resources.
5. Implementation of the Impulso Maya social economy model in Maya Ka'an, Quintana Roo. 1 year
51 Support for viable, profitable, sustainable productive projects of the indigenous population, providing them with
training and what they need to pursue productive activities and self-employment in order to avoid migration to other
states or other parts of the State of Quintana Roo.
511 Project evaluation. 2 months
512 Training. 10 months
513 Project implementation.
6. Implementation of the Mujeres Mayas Trabajando model for social economy in Maya Ka’an, Quintana Roo. 1 year
6.1 Support for viable, profitable and sustainable productive projects of indigenous women, providing them with training
and what they need to pursue their productive activities and self-employment.
6.1.1 Project evaluation. 2 months
6.12 Training. 10 months

6.1.3 Project implementation.




192 COMPREHENSIVE DEVELOPMENT PLAN

Duration (concluded)

Activity Duration
7. Implementation of the Permaculture Provider development model in Maya Ka’an. 4 years
7.1 Support for permaculture projects, including production units, technical accompaniment and training. 4 years
711 Project evaluation.
712 Training.
7.13 Project implementation and technical support.
7.2 Support for the creation of cooperatives to gather and market their products. 1 year
7.3 Promotion of and support for Slow Food certification of products.
8. Implementation of the plan to replace stoves with ecological wood-saving equipment adapted to the uses and customs 1 year
of Maya Ka'an.
8.1 Delivery of ecological wood-saving stoves, adapted to the uses and customs of the region.
811 Identification of priority attention areas. 2 months
8.1.2 Planning of procurement and distribution.
8.1.3 Establishment of social committees to assist in following up on stove distribution. 8 months
814 Delivery and installation of stoves.
9. Renovation project for the Caste War Museum and Tihosuco Library, Municipality of Felipe Carrillo Puerto, a community 6 months
declared a Historical Monuments Zone.
9.1 Renovation projects. 2 months
911 Planning of the tendering process.
9.1.2 Awarding of the renovation project.
9.2 Renovation works. 6 months

9.1.2 Planning of the tendering process.
9.2.2 Awarding of the works project.

Budget: US$ 16,524,355

Other initiatives related to this thematic area under way in the subregion

CDP proposal National plans  Regional United Nations International Financial Private sector,
programmes agencies and cooperation institutions NGOs
programmes
Intervention 2019-2024 2016-2022 State  United Nations Global Environment Fund for Energy  Amigos de Sian
strategy of the  National Development Plan. Development Facility (GEF) funds. Transition and Ka'an, AC.
institutions. Development Plan. Programme (UNDP). Chile-Mexico Joint S]Lcjstainable Use  Habitat
Rural Housing United Nations Cooperation Fund.  Of Energy
Programme. Educatifpnal, United States (FOTEASE). \C/ﬁlﬁgl#(]jaal yAC.
Historical Scientific International Inter-American «
Monuments and Culmurel Development Development ﬁﬁgﬁiéoFEfndation
Programme. Organization Finance Bank. . o
(UNESCO). Corporation (DFC). Calizas Industriales
del Carmen
(CALICA).
Integrated
Transboundary
Ridges-to-Reef
Management of the
Mesoamerican Reef
(MarzR).

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
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Proposal 1.37

Installation of a small-scale juice processing plant in the northern region
of the State of Veracruz

INDUSTRY, INNOVATION 1 SUSTAINABLE CITIES
ANDINFRASTRUCTURE AND COMMUNITIES

& |

Implementing agencies:

Secretary of Economic and Port Development of the State of Veracruz.

Geographical coverage:

Northern region of the State of Veracruz.

Number of beneficiaries:

Citrus-fruit growers in the State of Veracruz and neighbouring states.

In the first phase, the focus will be on producers in the citrus zone around Alamo.

Main topics:

- Industrialization of primary products

- Higher added value of primary products
- Improving producers’ income levels

- Job creation

- Improving social well-being in the region
- Development of the domestic market

- Sustainable development

Context

The State of Veracruz is currently facing serious problems in the management of its citrus crops, including
an absence of technical assistance. Excess supply means there is no certain market for its products,
which leads to unemployment and low growth in the region, and which in turn encourages migration in
search of a better quality of life, as a result of which farm work is abandoned.

The establishment of a plant to industrialize citrus fruits will help ensure producers a market and invest
their output with more added value.

This would also improve the well-being and standards of living of the region’s inhabitants, with a
consequent increase in the attachment of workers to their communities of origin.

This proposal is part of the efforts to strengthen rural value chains, through transformation and the
inclusion of greater added value.



194 COMPREHENSIVE DEVELOPMENT PLAN

Objective

Increase the added value of citrus and other fruit crops, and thereby raise producers’ incomes, create new
jobs and ensure the comprehensive exploitation of those resources to produce a high-quality packaged
product. This will lead to greater profitability and competitiveness for the region’s growers and provide
them with an alternative market for selling their products.

Expected outcomes, progress indicators and goals

Goal 1: Promote the industrialization of citrus fruits to bolster sales.
Goal 2: Diversify the marketing of citrus products.
Goal 3: Improve living standards, by creating direct and indirect decent jobs.

Expected outcome Indicators Goals Period
Improved living standards of the region’s producers. Creation of direct decent jobs. 40 new direct jobs. 2 years
Improved living standards. Creation of indirect decent jobs. 2,500 new indirect jobs.  1year

Value added to citrus production. Monthly juice production volume. To be determined. 2 years

Increased incomes for growers.

Main activities

- Build a plant to process citrus fruits.

- Facilitate access to finance.

- Provide producers with financial and technical advice and training.

- Promote partnerships and interconnections to develop the productive chain.

Project governance

- The Veracruz State Government, through its different agencies, will be responsible for creating the
public policies to ensure supplies from the region, for providing technical, administrative, fiscal and
commercial advice and for promoting partnerships among producers.

- Economic partnerships among growers will be encouraged, to ensure quality, safety and efficiency
in production.

Possible synergies with other initiatives

This proposal is related to the federal productive support components of the National Development Plan
for the creation of infrastructure and the equipping and renovation of productive units, complemented
at the state level.

Duration

- Aduration of two years is estimated, with the following activities taking place in parallel:

- Plant construction: 1.5 years
- Creation of regional brand: 1.5 years
- Consumer campaign and website construction: 1 year

Budget: uss 2,743,000
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D. Territorial development programme

195

No. Name of proposal

138  Strengthening institutional frameworks and territorial participation

139 Local markets and public food procurement

140  Basic investment for productive development, innovation and entrepreneurship: single investment fund

141 Entrepreneurship: youth, women and indigenous peoples

142 Basic services for households and rural territories

143 Development of intermediate cities: Isthmus of Tehuantepec, Tapachula and the northern border of Guatemala
144  Territorial development of the Trifinio, EL Salvador (*)

145  Surf City El Salvador: integral tourism development programme on the marine coastal strip, EL Salvador (*)
146  Economic territorial development in Guatemala, Guatemala (*)

147  Strengthening the tourism sector in Guatemala, Guatemala (*)

148  Comprehensive territorial development in the Dry Corridor of Honduras, Honduras (*)

(*) Projects prioritized by the Governments of the Northern Central American countries, the Government of Mexico, or the states
of South-Southeast Mexico.
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Proposal 1.38

Strengthening institutional frameworks and territorial participation

GENDER 1 REDUCED 1 RESPONSIBLE
EQUALITY INEQUALITIES GONSUMPTION
AND PRODUGTION

GLIMATE LIFE
1 1

ACTION ON LAND

A
g‘ =)
v

Implementing agencies (tentative)

Ministry of Agriculture and Livestock (MAG) of El Salvador, Ministry of Agriculture, Livestock and Food
(MAGA) of Guatemala; Secretariat of Agriculture and Livestock (SAG) of Honduras, Secretariat of Agriculture
and Rural Development (SADER) of Mexico.

Other ministries involved with territories and social participation. Municipalities, local governments, civil
associations, territorial stakeholders.

At the national level: ministries or secretariats of planning and/or intersectoral coordination within the
office of the President, or their equivalents in each country, and ministries or secretariats of agriculture,
social development, economic affairs, the environment, education and public works.

At the subnational level: state or departmental governments, municipal governments, associations of
municipalities and communities.

Geographical coverage

Selected territories in El Salvador, Guatemala, Honduras and Mexico.

Number of beneficiaries!

- 40 territories

- 200 cooperatives and other organizations conducting business (4,000 producers)
- 1,200 local associations (36,000 inhabitants of rural areas)

- 1,200 communities

Main topics

- Design of territorial strategies
- Strengthening economic and representation organizations
- Expanding the resilience capacity of local organizations and communities

1 The beneficiary numbers given in the text are for reference purposes; they will be finalized in collaboration with each of the
countries involved.
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Context

In the most underprivileged areas, greater investment in social and productive inclusion is necessary for
effective territorial development, but alone it is not enough. The evidence increasingly points to the need
to bind those investments with the stepped-up development of institutional frameworks, governance
and the participation of local stakeholders, in order to ensure the legitimacy and ownership of both the
policies and strategies put into place and of the investments made in those territories.

Furthermore, another part of this challenge is to increase the interconnectedness and complementarity of
the investments, which entails designing and implementing innovative, flexible and differentiated models
for collaborative, multi-stakeholder and multilevel work, in order to progress from fragmented —and,
accordingly, less effective— actions towards another model in which synergies and complementarity
can be generated to address the different dimensions of development while, at the same time, taking
account of relations between urban and rural areas.

Finally, improvements in participation, governance, and teamwork require addressing issues related to
the weakening and fragmentation of the local communities’ social fabric, which is the result of numerous
traumatic experiences they have experienced, in both the past and the present, and which combine with
poverty and a lack of opportunities (armed conflict, organized crime and illicit activities). In addition,
each territory has an organizational structure, in which the leaders (inhabitants of rural areas, producers,
indigenous communities and others) play a critical role in the search for the common good, working
often on an unpaid basis, with their own resources, and facing enormous difficulties. Those associations
need to contract services, organize meetings, travel and hold seminars and other kinds of events to
create and undertake effective professional work on behalf of their members.

In that context, the central purpose of this proposal is to strengthen and/or rebuild the social capital of
communities and territories, in order to grow the capacity for interconnections and teamwork among
stakeholders so that they can jointly agree on and manage initiatives and investments to catalyse
development processes in their territories.

Objectives

- Strengthen the capacities of local institutions and stakeholders for defining territorial development
strategies and, in accordance with that, interconnect public and private actors and civil society, at
both the national and territorial levels, to pursue investments that can support the implementation
of the strategies and make them viable.

- Support and monitor the definition of territorial strategies for comprehensive rural development in
40 underdeveloped territories of Honduras, Guatemala, El Salvador and southern Mexico, in accordance
with their socioeconomic, environmental and cultural characteristics. Those strategies will provide a
framework for implementing an effective, efficient and transparent investment process, with close
coordination between local actors and national governments, civil society associations, the private
sector and international cooperation agencies.

- Provide financial backing to: (i) support the functioning and operation of local economic organizations
that are implementing business plans (cooperatives, indigenous communities and other kinds of
small and medium-sized enterprises), (ii) support the functioning and operation of chambers, local
associations and other civil society organizations carrying out social representation activities, and
(iii) support conflict resolution and cohesion in rural communities that have undergone traumatic
experiences (violence, conflicts over resource usage and access, and so on), in order to create enabling
conditions that facilitate participation and allow the pursuit of partnership projects.
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Support will be given to both formal organizations and de facto organizations that are undergoing
formalization, using flexible and non-bureaucratic operation models (funding for a broad range of needs,
transparency, accountability, and other issues).

Expected outcomes, progress indicators and goals

Expected outcome Indicators Goals  Period
(vears)

Territorial strategies, drawn up on a participatory basis, ~ Number of territorial strategies, drawn up on a participatory 40 2

in the priority territories. basis, in the priority territories.

Economic and social representation organizations Number of economic and representation social 1600 5

in the priority territories supported and strengthened.  organizations in the priority territories that have been
supported and strengthened.

Local communities affected by social disintegration Number of local communities affected by social disintegration 1200 5
phenomena arising from conflicts, violence and phenomena arising from conflicts, violence and exclusion in

exclusion in the priority territories supported and the priority territories that have been supported and

strengthened in their internal relations and strengthened in their internal relations and social cohesion.

social cohesion.

Main activities

- Review, adjust and/or define the priority territorial units, which are to comprise groups of municipalities
that meet two conditions: (i) underdevelopment and lack of economic opportunities, and (i) sharing
economic, social and cultural dynamics that afford them a certain identity and commonality of interests.2

- Design of the technical criteria and operational mechanisms for the delivery and management of
the resources for organizational and community support, with particular emphasis on supporting
collective initiatives in pursuit of the common good that are not implemented by interest groups.
Emphasis will also be placed on the transparent use of resources, and on operational flexibility
and accountability.

- Capacity-building for local stakeholders and construction of flexible mechanisms for territorial
governance: the aim of this is for territorial actors to be able to design and manage development
strategies by forging multilevel and multi-stakeholder networks and agreements. The identified
capacities are: (i) capacity to structure investment projects, (ii) capacity to negotiate, manage and
interconnect resources from national governments, international cooperation agencies and the private
sector, (iii) capacity to efficiently and transparently carry out projects with territorially managed
resources, and (iv) capacity to monitor and assess projects. Required tools: training (on-site and
online), internships, exchanges, technical advice, monitoring, others.

- Participatory and collective construction —with the inclusion of women and other excluded groups—
of development and intervention strategies by territorial stakeholders, which will require identifying
venues for political, social and technical dialogue between levels (national, territorial) and between
actors (public, private, social, international) to discuss and agree on territorial demands and offerings
from the countries and other actors, with the inclusion of women and other excluded groups. Tools:
meetings, workshops, bilateral discussions, information processing, technical advisory services, others.

2 The programme has defined, on a preliminary basis, a group of 40 territories. This activity is intended to conduct a review and
possible adjustment of the territorial units that have already been identified, in accordance with the available information
and each country’s priorities, and in line with the defined criteria.



ECONOMIC DEVELOPMENT PILLAR 199

- Identification of projects for the implementation of territorial strategies: once the strategies have
been designed and validated, specific projects or programmes will be prepared or assembled for each
territory, in accordance with the strategy’s launch requirements. A significant portion of the funding
resources for these projects will come from the single investment fund (see below).

Governance

This proposal must be in line with the national strategies and programmes of the Northern Central
American countries and Mexico. For that reason, it must be adjusted and validated with active
government participation.

This proposal’s implementation requires the establishment, in each country, of a technical unit? tasked
with reviewing and/or adjusting the priority territories; monitoring and facilitating the design of territorial
strategies through a participatory approach; supporting the strengthening of local institutions to involve
stakeholders and to negotiate and reach agreements with them, and to interconnect and formulate
programmes and projects; identifying and ordering by priority the organizations and associations that
are to receive support; providing technical assistance to the coordination agencies to be set up in each
territory; overseeing the correct functioning of the support instruments and systematizing the lessons
learned; and adjusting the operating rules and disseminating the good practices.

Possible synergies with other initiatives

The region has extensive experience —both past and present— with civil associations and community
organizations that, with different levels of cohesion, catalyse social life. There are also many cooperatives
and other kinds of business ventures, both emerging and already consolidated, that play a critical
role in local economies. In most cases their leaders work without pay, making great efforts without
the support of budgets for travel, hiring professionals, organizing meetings and seminars, and other
expenses. Support programs also exist, such as those of the World Food Programme (WFP) and the
United States Agency for International Development (USAID), which support cooperative organizations
(and other similar bodies) with business plans for improving their access to formal markets. Finally,
there is a significant number of municipality associations (local governments) that could get involved
in the territorial strengthening strategy.

Duration

Execution: 5 years

Budget: uss 82,000,000

3 Theplanis to have small technical units for country coordination, with the support of territorial facilitators, the main function of
which will be to assist local institutions in building multilevel and multi-stakeholder bridges and networks in strict accordance
with the investments required to support the territorial strategies.
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Proposal 1.39

Local markets and public food procurement
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Implementing agencies (tentative)

At the national level: ministries or secretariats of planning and/or intersectoral coordination within the
office of the President, or their equivalents in each country, and ministries or secretariats of agriculture,
social development, economic affairs, the environment and education.

At the subnational level: state or departmental governments, municipal governments, associations of
municipalities and communities.

Geographical coverage

Selected territories in El Salvador, Guatemala, Honduras and southern Mexico.

Number of beneficiaries

120,000 families in local markets, and 20,000 in public procurement programmes.

Main topics

- Farmers markets
- Public food procurement
- Other short circuits

Context

One of the chief bottlenecks that negatively impact the economic development of family farming is
its limited access to markets for products, inputs and services and the unfavourable conditions that
characterize that access.

Segregation between urban and rural areas, information asymmetries (regarding prices, requirements,
opportunities and other issues), high transaction costs and, primarily, difficulties in transporting products
enable intermediaries to impose purchasing conditions that are almost always unfavourable for family
agriculture. While road connections are progressively improving in some regions, and the coverage and
accessibility of some information and communications technologies (ICTs) has improved (e.g. cellular
telephones), allowing a slight increase in the producers’ power of negotiation, the trend is still one
of producers being heavily dependent on their intermediaries. Dependence on intermediaries means
participating in long marketing circuits in which producers receive a tiny fraction of the price finally paid
by consumers.
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Paradoxically, at the other end of the chain, there is a growing demand among consumers across the
globe for healthy and nutritional foodstuffs. At the same time, the need for environmental protection
and to respond to climate change through more diverse and resilient production systems is increasingly
present in discussions within both governments and public institutions and the private sector. Consumers
are increasing empowered and know their purchasing decisions have an impact: not only on the product
quality they receive, but also on the value chain’s upstream links. They understand that awareness in
their consumption can provide a response to a number of key issues, such as how to set a fair price
that satisfies both producers and consumers, and how consumers’ expectations of healthy, quality food
sourced from a sustainable and inclusive production system can be satisfied.

In that context, favourable terms for market access by small-scale producers is a central challenge on
the public policy agenda; to that end, traditional methods should be combined with the exploration of
new mechanisms and approaches, notable among which are experiences related to public procurement,
and those provided by the opportunities offered by increasing urban-rural interdependence.

Thus, expanded physical and virtual connections open up possibilities for deploying strategies to raise
the profile of rural regions in urban areas. Among others, improved road networks make it easier for
producers to reach markets for products and inputs, and they offer new opportunities for ties with
industry and for direct interaction with consumers (local markets, rural produce stores, fairs, etc.)! in
turn, inhabitants of urban areas are offered the opportunity to consume fresh, healthy produce and to
experience new landscapes and open spaces and to discover new cultural traditions.

Against that backdrop, strengthening ties and synergies between rural territories and the towns
and cities both directly and indirectly linked to them, together with the development of those urban
areas themselves, are two challenges that will help create new and better opportunities for the most
underprivileged rural territories in Northern Central America and southern Mexico.

Objectives

- Facilitate direct access to market by producers, as a complementary strategy to the different mechanisms
for connecting markets to family agriculture. The aim is to offer farm produce to the inhabitants of
towns and cities close to agricultural areas, allowing producers to sell directly to consumers and
thereby ensuring quality, freshness and identity at a price that is acceptable to both parties.

- Strengthen the connections between family agriculture and the public procurement programmes (food
for schools, others) in place in the selected territories of Mexico, Guatemala, El Salvador and Honduras.

- Strengthen the connections between family agriculture and supermarkets, agro-industry, wholesale
fairs and other potential buyers (to be identified).

1 Southern Mexico and the countries of Northern Central America have a vast number of established local markets (tianguis),
which this proposal aims to improve and empower by building on ties between the territories’ rural areas and their urban
districts. The region also has valuable experiences with providing foodstuffs to public agencies, particularly through school
nutrition programmes.
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Expected outcomes, progress indicators and goals

Expected outcome Indicators Goals  Period
(vears)
Local farmers markets connected to the priority Number of local farmers markets connected to the priority 1200 5

territories have been created or improved, to expand the  territories that have been created or improved to expand
marketing opportunities for family agriculture products.  the marketing opportunities for family agriculture products.

Family producers in the priority territories have been Number of family producers in the priority territories that 120 000 5
connected to local and regional markets and with other have been connected to local and regional markets and with

chain opportunities for the sale of their products. other chain opportunities for the sale of their products.

Family producers in the priority territories have organized Number of family producers in the priority territories who 20 000 5

to supply public foodstuff procurement programmes for  have organized to supply public foodstuff procurement
schools, hospitals, prisons and other public institutions.  programmes for schools, hospitals, prisons and other
public institutions.

Activities

- Design of proposed national regulatory tools to facilitate the participation of family agriculture in
bidding processes for public food procurement in Mexico, Guatemala, El Salvador and Honduras.

- Support the implementation of good agricultural and sanitary certification practices to enable family
agriculture to supply farmers markets and the public food procurement system.

- Strengthening family agriculture producers’ organizations to coordinate the supply of produce to
farmers markets (tianguis, local fairs) and to public food procurement programmes.

- Strengthening the institutional capacities of local agencies to install farmers markets and implement
public foodstuff procurement programmes.

- Design of the technical criteria and operating mechanisms for the delivery and management of
resources to support investments in basic infrastructure for establishing or improving farmers
markets, which will be run by the producers themselves under agreements entered into with the local
authorities granting the permits. Those initiatives will be organizationally and financially sustainable.
The products will, as a rule, be fresh produce (vegetables, fruit, grain, aromatic and medicinal herbs,
flowers, plants, and so on), processed products (tortillas, cheese, honey, preserves, pasta, others)
and handcrafts. This initiative must have a highly visible profile, to ensure the mass marketing of
local products. A number of subactivities are planned, including the following:?

- Designing the technical and operation criteria for facilitating access by producers and their organizations
to the single investment fund for technical assistance, training and investments to participate in the
public procurement programmes, responding effectively to their demands.

- Mapping and classifying the urbanized zones (small, medium and large) located in each country’s
priority territories or that maintain functional relations with their inhabitants, the networks that
currently exist for trading in products and inputs, and the local market facilities that exist. When
appropriate, the integral urban operations concept of the United Nations Humans Settlements
Programme (UN-Habitat) will be used.

2 Farmers markets can have different types of installations and operations, depending on the facilities where they set up, the
producers who participate and the consumers who come to buy. Thus, they can be set up in the open air, reclaiming market
squares and other community venues. They can also operate as covered markets, or in regular buildings. They can also be
either permanent or mobile, and operate throughout the year, during a part of year or on specific dates (for example, special
dates, local celebrations). Thus, they can be held twice a week, weekly, every two weeks, monthly or even annually.



ECONOMIC DEVELOPMENT PILLAR 203

- Pursuant to the development strategies designed and agreed on by the territorial stakeholders, and
in coordination with the support services and the territorial stakeholders, identifying, designing and
validating a strategy to bolster existing markets and/or install a network of farmers markets in the
mapped cities (local markets, fairs, permanent shops, annual exhibitions).

- Designing a detailed plan for strengthening and/or developing a network of farmers markets in the
mapped cities (regulatory and legal issues, image, visibility, etc.).

- Carry out the works projects, using the funding line earmarked for strengthening and expanding
market access.

Governance

This proposal must be in line with the national strategies and programmes of the Northern Central
American countries and Mexico. For that reason, it must be adjusted and validated with active
government participation.

This proposal’'s implementation requires the establishment, in each country, of a technical unit tasked
with selecting the local markets and public programmes that are to be supported, providing technical
assistance to the coordination agencies to be set up in each territory, overseeing the correct functioning
of the support instruments and systematizing the lessons learned, and adjusting the operating rules
and disseminating the good practices.

Possible synergies with other initiatives

The region has a long tradition of organizing local markets (tianguis). There are also other kinds of highly
developed short circuits, such as direct sales at farms and supplying local shops supermarkets, wholesale
centres or public food procurement programmes (particularly food for schools).

In the south of Mexico and the countries of Northern Central America, there is a deep-rooted tradition
in this area: they already have an installed network of local markets (tianguis), specializing in foodstuffs
and handcrafts, which have emerged more or less spontaneously, often under partnerships with local
municipalities. Most of them, however, operate in precarious conditions, and there are many potential
areas for improvement (particularly infrastructure and regulatory matters, as well as others). The
public policy to be implemented to empower these markets will, in its first phase, place priority on a
selected group of strategic tianguis, leaving their scaling-up and/or replication in other territories for the
medium term.

Mexico and the countries of Northern Central America have prior experience with public food procurement,
obtained with the collaboration of the United Nations Food and Agriculture Organization (FAO), the
World Food Programme (WFP) and several other countries in the region, such as Brazil and Costa Rica.
Guatemala is enacting legal provisions to forge ties with family agriculture. Both processes have received
support from FAO.

WEFP is currently deploying innovative models to take fresh, locally produced food to more than 300,000
school pupils in various municipalities of the Northern Central American countries. As part of that initiative,
WEFP is pursuing several lines of action: design of policies and strategies, intersectoral connections and
social participation, technical assistance, capacity-building, nutritional and foodstuff education (using
the pedagogical garden approach), improved school infrastructure, adoption of appropriate, healthy
menus in line with local culture and direct purchases of foodstuffs from local family farms.
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In Honduras, WFP and FAO support the Technical Unit for Food Security and Nutrition (UTSAN) in
strengthening the National Food Security and Nutrition Strategy. In Guatemala, WFP and FAO joined forces
to support the government in enforcing with new school nutrition law, an effort that received funding from
the International Fund for Agricultural Development (IFAD) under an agreement signed in 2015 by IFAD,
FAO, WFP and the Government of Guatemala, to promote a comprehensive model for dealing with the
drought. WFP is also in talks with the Government of El Salvador for the implementation of the SABER
programme, which uses a system-wide approach to improve the results of school nutrition programmes.

There are similar programmes in Mexico: in Veracruz, for example, where the State Government has a
programme for purchasing foodstuffs from local producers for its school breakfasts.

Duration

Execution: 5 years.

Budget: USs$ 24,000,000
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Proposal 1.40

Basic investment for productive development, innovation
and entrepreneurship: single investment fund
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Implementing agencies (tentative)

Ministry of Agriculture and Livestock of EL Salvador, Ministry of Agriculture, Livestock and Food of Guatemala,
Secretariat of Agriculture and Livestock of Honduras, Secretariat of Agriculture and Rural Development
of Mexico.

Other sectoral ministries. Agencies working in the territories (campesino organizations, municipal
governments, NGOs, companies, others).

At the national level: ministries or secretariats of planning and/or intersectoral coordination within the
office of the President, or their equivalents in each country, and ministries or secretariats of agriculture,
social development, economic affairs, the environment, education and public works.

At the subnational level: state or departmental governments, municipal governments, associations of
municipalities and communities.

Geographical coverage

Selected territories in El Salvador, Guatemala, Honduras and Mexico.

Number of beneficiaries

- 400,000 families
- 200 cooperatives and other organizations conducting business (4,000 producers)

Main topics

- Productive investment and capacity development
- Water and irrigation
- Financing

Context

Although family agriculture is a highly heterogeneous activity, one common characteristic can be
identified among all the productive units in the most underdeveloped territories: they are small-scale
family concerns, short on capital, and with low amounts of poor-quality land. Producers are therefore
forced to bring intense pressure to bear on their land (intensive rotations), which worsens environmental
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decay (loss of soil fertility, erosion) and produces very low yields. Most of these units are dedicated
to subsistence farming, which prevents them from generating income for investing in innovations
and/or embarking on other ventures, both agricultural and non-agricultural, to raise their income; it also
impedes caring for and maintaining their basic resources (land and water). Moreover, they do not have
access to the external funding (reimbursable or not) needed to break the vicious circle that is, for most,
insurmountable: without access to technology, investments or working capital, there are no surpluses
and, consequently, no reinvestment or innovation.

Objectives

- Expand access to non-reimbursable funding to encourage entrepreneurship and increase productive
units’ investments (in technology, equipment and productive infrastructure, and working capital), both
individually and in partnerships, in order to achieve technical improvements that raise productivity
and the families’ incomes, while at the same time ensuring the sustainable management of the
production systems and the territory.

- Improve access to new sources of water, to be used to irrigate the producers’ smallholdings and for
human consumption in schools, health centres and rural households.

Expected outcomes, progress indicators and goals

Expected outcome Indicators Goals  Period
(vears)

Family farmers in the priority territories have access to  Number of family farmers in the priority territories who 400 000 5

non-reimbursable funding for making investments and  have been given access to non-reimbursable funding for

receiving technological support for entrepreneurship, making investments and receiving technological support

innovations and improved productivity levels in for entrepreneurship, innovations and improved

agricultural and non-agricultural economic activities. productivity levels in agricultural and non-agricultural

economic activities.

Partnership enterprises (cooperatives and others) Number of partnership enterprises (cooperatives 200 5

primarily comprising family farmers and entrepreneurs  and others) primarily comprising family farmers and

from the priority territories have been given access to  entrepreneurs from the priority territories that have been

non-reimbursable funding for making investments and  given access to non-reimbursable funding for making

receiving technological support for entrepreneurship investments and receiving technological support for

and innovations in agricultural and non-agricultural entrepreneurship and innovations in agricultural and

economic activities. non-agricultural economic activities.

Land area under irrigation at the family agriculture Number of new hectares under irrigation at the family 60 000 5

productive units in the priority territories has increased.  agriculture productive units in the priority territories.

Family farmers” households in the priority territories have Number of family farmers” households in the priority 40 000 5

secured or expanded their access to drinking water for
human consumption.

territories that have secured or expanded their access
to drinking water for human consumption.

Main activities

- Technical and operational design and launch of a single investment fund to operate along two
complementary lines: (i) the distribution of non-reimbursable funds (grants) for the execution of a
wide range of investment projects, assigned in differentiated ways depending on each local reality,
and (ii) the implementation of various extension activities, specialized advisory services and training,
in order to provide a framework for the execution of those investments (capacity-building).
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These projects aim to create major productive improvements to bring about significant increases in
subsistence outputs and, to the extent that is possible, marketable surpluses, promote productive
diversification (agricultural and rural), promote the adoption of sustainable practices to respond
to the demands of institutional public procurement and other markets, and encourage innovation
and entrepreneurship, with the overarching objective of improving the availability of foodstuffs and
raising family incomes. At the same time, these investments aim to help the productive units (and
community lands, such as forests, ditches, water courses and others) adapt to climate change.
This offers an option for promoting sustainable production models that, inter alia, could include
agroecological practices, good agricultural practices or organic farming at the time that production
technigues are selected.

Single investment fund projects can be undertaken individually or through partnerships, depending
on the local community’s wishes and the quality of their proposals. This requires that particular
attention be paid to strengthening cooperatives and other kinds of productive organizations. Those
projects will be able to address a broad range of topics (fences, fertilizers, seeds, warehouses, silos,
tools and machinery, greenhouses, among other possibilities) and they will be selected through
competitive mechanisms and other methods with general rules allowing an extensive array of
investment possibilities centred on the real, specific demands of the producers and their organizations
in each territory.

Design and implementation of a water-resource and irrigation management programme, using a fund
of non-reimbursable resources (grants), which will enable: (i) access by family farmers to different
types of investment projects, with an emphasis on rainwater harvesting and storage systems that use
tanks for irrigation and human consumption, (i) specialized irrigation advisory services, (iii) technical
training for irrigation and energy engineers and technicians, and (iv) installation of national agricultural
drought monitoring systems based on the Agricultural Stress Index System, with FAO and WFP
support. To allocate these non-reimbursable resources, parameters similar to those defined for the
single investment fund will be used.

Strengthening of the institutional credit funding mechanisms (banks, savings banks and saving and
loan cooperatives) existing in the region, in order to provide and/or facilitate access to credit resources
for family agriculture under favourable conditions (in conjunction with the Central American Bank
for Economic Integration (CABEI)), taking particular care to ensure that a signification portion of the
credits are awarded to rural women.

Governance

This proposal must be in line with the national strategies and programmes of the Northern Central

American countries and Mexico. For that reason, it must be adjusted and validated with active

government participation.

The implementation of this proposal requires the establishment, in each country, of a technical unit tasked
with selecting the projects that are to be supported, providing technical assistance to the coordination
agencies to be set up in each territory, overseeing the correct functioning of the support instruments and
systematizing the lessons learned, and adjusting the operating rules and disseminating the good practices.
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Possible synergies with other initiatives

- Numerous investment projects have been implemented by different bilateral and multilateral cooperation
agencies, non-governmental organizations and government agencies. Through the Central American
Integration System (SICA), the governments have the Central American Strategy for Rural Territorial
Development (ECADERT) and the 2018-2030 Climate-Smart Sustainable Agriculture Strategy.

- At the national level, El Salvador has its Family Farming Programme (PAF), Honduras has a National
Family Farming Strategy and Guatemala has the Family Farming Programme to Strengthen the Rural
Economy (PAFFEC 2016-2020). Among international organizations, the Inter-American Institute for
Cooperation on Agriculture (IICA), the World Food Programme (WFP) and the International Fund for
Agricultural Development (IFAD) are also undertaking projects in this area, as are the Inter-American
Development Bank (Alliance for Prosperity Plan) and other agencies. Prior experiences also exist in
the area of extension (Secretariat of Agricultural and Rural Development (SADER), Inter-American
Institute for Cooperation on Agriculture (IICA), Chapingo Autonomous University, International Maize
and Wheat Improvement Center (CIMMYT), and others).

- Forwater resources, proven models for water harvesting, irrigation, renewable energy and purification
have been implemented by various bilateral and multilateral cooperation agencies, NGOs and government
agencies. A wide range of projects are available: wells, canals, pools, rainwater harvesting, solar panel,
small-scale hydroelectricity, wind power, and so on. FAO and WFP are working to install systems for
drought early warning and rapid response, through national agricultural drought monitoring systems.

- The territories in Mexico and Northern Central America have a broad range of experiences with
credit and microcredit systems. There are systems that are officially regulated, such as banks and
cooperatives, and systems with other regulatory mechanisms, such as rural savings banks and
microcredit financial services. Their penetration into rural areas has been increasing over time, but
there is a significant gap between rural territories and urban areas; to address that, public policies
that encourage the development of inclusive financial ecosystems are needed. There are banks that
operate at the regional level, such as the Central American Bank for Economic Integration (CABEI) and
some private banks, including the Rural Development Bank (BANRURAL) in Honduras and Guatemala,
Banco de Occidente (Honduras) and the El Salvador Development Bank (BANDESAL). There are also
experiences with microcredit from other actors, such as the Rural Savings Bank Central of Intibuca
(CECRI) in Honduras, the Danish Fund for Coffee (Honduras) and cooperatives that are overseen by
the relevant supervisory agencies.

Duration

Execution: 5 years.

Budget: USs$ 4,940,000,000
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Proposal 1.41

Entrepreneurship: youth, women and indigenous peoples
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Implementing agencies (tentative)

At the national level: ministries or secretariats of planning and/or intersectoral coordination within the
office of the President, or their equivalents in each country, and ministries or secretariats of agriculture,
social development, economic affairs, the environment, education and public works.

At the subnational level: state or departmental governments, municipal governments, associations of
municipalities and communities.

Geographical coverage

Selected territories in El Salvador, Guatemala, Honduras and Mexico.

Number of beneficiaries

- 20,000 young people with investment projects.

- 25000 women served at 17 business service centres.

. 200,000 women with access to formal financial services.

- Of that total, 40,000 women with access to investment projects (through grants).
- 400 indigenous communities with partnership-based investment projects.

Main topics

- Productive investment and economic development
- Capacity-building

- Institutional strengthening

- Rural development

- Micro, small and medium-sized enterprises

- Rural women, youth and indigenous peoples

- Financial inclusion

- Market access

Context

Young people, women and indigenous communities in rural territories have a vast capacity for
entrepreneurship; this could make a major contribution to economic development, but it is not being
used. Implementing investment processes in those productive units, linking subsidies and credit, is an
effective tool for creating growth and speeding up the economic development process.
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Objectives

Promote youth entrepreneurship so rural areas can retain their young people, by building the local
capacities (technical education, innovation, “Agriculture 4.0”, partnerships, managerial capacities and
others) that are vital for the proper implementation of the CDP.

Promote entrepreneurship among rural women, supporting their personal growth and autonomy as
a basis for deploying their business potential, and thereby create new opportunities for employment
and family incomes and ensure closer control over household assets.

Promote entrepreneurship among indigenous communities and groups, with awareness that indigenous
peoples have their own visions of the world and, accordingly, their own view of business ventures.

Strengthen the public and private institutions currently engaged in promoting business skills and
entrepreneurship among those three social sectors.

Expected outcomes, progress indicators and goals

Expected outcome Indicators Goals  Period
(vears)
Rural women in the priority territories have received Number of rural women in the priority territories who 150 000 5
training support and access to funding for launching have received training support and access to funding for
or improving their agricultural and non-agricultural launching or improving their agricultural and non-agricultural
economic ventures, in order to raise household incomes economic ventures, in order to raise household incomes and
and achieve greater economic autonomy. achieve greater economic autonomy.
Rural youth in the priority territories have accessed Number of rural youth in the priority territories who have 100 000 5
funding (both reimbursable and non-reimbursable) accessed funding (both reimbursable and non-reimbursable)
for launching or improving their agricultural and for launching or improving their agricultural and
non-agricultural economic ventures, in order to create  non-agricultural economic ventures, in order to create
or enhance incomes. or enhance incomes.
Indigenous communities in the priority territories have  Number of indigenous communities in the priority 1600 5
developed their capacities through the joint pursuit of  territories that have developed their capacities through
a wide range of productive and commercial ventures. the joint pursuit of a wide range of productive and
commercial ventures.
Indigenous family producers in the priority territories Number of indigenous family producers in the priority 160 000 5
have accessed (non-reimbursable) funding for launching  territories who have accessed (non-reimbursable) funding
or improving their agricultural and non-agricultural for launching or improving their agricultural and
economic ventures, in order to create or non-agricultural economic ventures, in order to create
enhance incomes. or enhance incomes.

Main activities

Youth

Design and implementation of a virtual youth network (Facebook + web page) in each country, to
publish information and resolve technical queries (in a horizontal model connecting young farmers
with other young farmers) while simultaneously building networks for exchanges and learning among
young people. This includes funding to pay one community manager per network, along with other
operating costs.

Design and implementation of a Young People’s Fund for On-site Activities: in parallel to the online
communications, the organization of meetings, local tours and other on-site activities for youth
(workshops, seminars, creation of working panels, etc.) will be encouraged, to establish contacts
and closer ties among them.
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Design and implementation of an investment and productive entrepreneurship component, for young
people wishing to embark on their own business projects. To allocate these non-reimbursable resources
(grants), the same parameters as defined for the single investment fund (competitive models and
others) will be used. Applications may be filed by individuals or groups.

Rural women

Design and implementation of an investment and productive entrepreneurship component, for
rural women wishing to embark on their own business projects. To allocate these non-reimbursable
resources (grants), the same parameters as defined for the single investment fund (competitive
models and others) will be used. Applications may be filed by individuals or groups.

Design and implementation of a coordination and technical support mechanism to provide a framework
for these investments and to identify complementary resources in the public network and from
international cooperation agencies. It includes resources for hiring 240 “campesino coordinators”
(social workers, psychologists, economists, others) per country, who could be independent service
providers certified (or validated) by the State, tasked with adapting the funding conditions to the
rural women’s reality.

Within the framework of the Central American Integration System’s Regional Policy on Equity and
Gender Equality (PRIEG-SICA), design and implementation of a technical training programme covering
five thematic areas:

- Technical topics: agriculture and forestry, food processing, handcrafts, tourism, use of improved
stoves, time-saving technologies, and others.

- Business management: business plan preparation, accounts, marketing, financial education, others.

- Training for entrepreneurship: personal training, psychosocial support to build self-esteem, dispute
settlement and negotiation, etc. Male heads of family should also participate in these activities. One
key element will be to promote joint social responsibility in providing unpaid care and domestic work.

- Spanish-language instruction for indigenous women interested in learning.

- Organizational development and teamwork.

Design of mechanisms other than those of the market to provide women entrepreneurs with access
to land (property inheritances between parents and daughters, legalization of ownership, others).

Indigenous peoples

Technical and operational design and launch of a fund to strengthen indigenous economies and
entrepreneurship, intended to support the productive and commercial ventures of indigenous
communities and/or organizations, with respect for the practices and culture of each people. The
general design and its adaptation to each territory will be agreed on in consultation with representatives
of the indigenous world. The fund will contain two main components:

- Support component to pursue productive and commercial ventures beyond those traditionally
carried out by the communities and/or organizations. Support will be given for the organization
of meetings, local tours, exchanges and other on-site activities (workshops, seminars, working
panels, others). Cost per community: US$ 1,000 a year.

- Support component for productive projects and indigenous partnership undertakings. This will use
two complementary lines: (i) the distribution of non-reimbursable funds (grants) for the execution
of a wide range of investment projects, assigned in differentiated ways depending on each local
reality, and (ii) the implementation of various extension activities, specialized advisory services
and training, in order to provide a framework for the execution of those investments.
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Governance

This proposal must be in line with the national strategies and programmes of the Northern Central
American countries and Mexico. For that reason, it must be adjusted and validated with active
government participation.

The implementation of this proposal requires the establishment, in each country, of a technical unit tasked
with selecting the projects that are to be supported, providing technical assistance to the coordination
agencies to be set up in each territory, overseeing the correct functioning of the support instruments and
systematizing the lessons learned, and adjusting the operating rules and disseminating the good practices.

Possible synergies with other initiatives

Numerous initiatives exist for fostering entrepreneurship: the Jévenes con Todo Programme (El Salvador)
and the National Rural Youth Action Plan (Honduras).

For gender equity and the empowerment of rural women, a worthwhile framework is provided by the
Regional Policy on Equity and Gender Equality of the Central American Integration System (PRIEG/SICA) !
the Women, Local Economy and Territories Programme (MELYT) implemented in El Salvador, Guatemala
and Honduras by the United Nations Entity for Gender Equality and the Empowerment of Women
(UN-Women) in partnership with the Foundation to Promote the Competitiveness of Micro and Small
Enterprise in Central America (CENPROMYPE), the Central American Bank for Economic Integration
(CABEI), the Latin American Center for Rural Development (RIMISP) and the Tri-National Commission
of the Trifinio Plan, which promotes territorial service platforms for women business-owners and
supports the participation of women leaders at venues for political consensus-building, and the
Joint Programme on Accelerating Progress towards the Economic Empowerment of Rural Women in
Guatemala, implemented by IFAD, UN-Women, FAO and WFP, which is an initiative for the comprehensive
development of indigenous women, among other initiatives. Numerous entrepreneurship projects for
indigenous communities also exist.

Duration

Execution: 5 years.

Budget: USs 685,000,000

1 The goal of the PRIEG is to ensure that by 2025, the SICA states parties have taken the steps necessary to guarantee the full
development and advancement of women in Central America and the Dominican Republic, in conditions of equality and equity,
in the political, social, economic, cultural, environmental and institutional spheres, at both the regional and national levels.
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Proposal 1.42

Basic services for households and rural territories
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Implementing agencies:

At the national level: ministries or secretariats of planning and/or intersectoral coordination within the
office of the President, or their equivalents in each country, and ministries or secretariats of agriculture,
social development, economic affairs, the environment, education and public works.

At the subnational level: state or departmental governments, municipal governments, associations of
municipalities and communities.

Geographical coverage

Selected territories in El Salvador, Guatemala, Honduras and Mexico.

Number of beneficiaries

200,000 families with energy in their homes.
100,000 families with firewood and improved stoves!
The population inhabiting the territories where road improvements will take place (number to be defined).

9,000 inhabitants of the territories directly employed in road construction jobs.

Main topics

- Renewable energy

- Afforestation and reforestation

- Installation of improved stoves (for household cooking)
- Climate change adaptation and mitigation

- Infrastructure, territorial connectivity

1 This initiative is complemented by the small-scale afforestation programme and construction of a forest corridor contained
in Pillar 3 (Environment).
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Context

The absence or inefficiency of certain basic household services —such as electricity or fuel for
cooking— is one of the possible reasons why the inhabitants of rural areas migrate to other locations
in order to attain a higher standard of living. The lack of those services has negative repercussions on
the population’s schooling, health and work opportunities, and it also constrains the possibilities of
productive development and entrepreneurship.

In 2018 it was estimated that around 5.6 million people in the four Comprehensive Development
Plan countries had no electricity supply (2.1 million in Honduras, 1.9 million in Mexico, 1.3 million in
Guatemala and 0.2 million in El Salvador). Connecting those populations to the electricity grid (by
means of “last-mile connectivity”), because of their remoteness (from the substations and distribution
transformers), dispersion and low potential demand, is costly and generally not an attractive business
proposition for the electric companies with distribution concessions in the territories in question (as is
the case in El Salvador and Guatemala). It is also a difficult problem for vertically integrated state-owned
companies to handle (as is the case in Honduras and Mexico).

At the same time, tree coverage in the countries of Northern Central America and in south-eastern Mexico
has been falling in recent years. Between 2001 and 2018, according to the Global Forest Watch of the
World Resources Institute (WRI), El Salvador, Guatemala and Honduras lost about 2.5 million hectares
of forest cover, equal to almost 800 million tons of CO,. Over the same period, Mexico lost almost
3.7 million ha of forests, equal to 891 million tons of CO,,.

In addition to its negative consequences for biodiversity and the environment, forest loss has an impact
on the companies and families that depend on extractive activities and tourist and cultural services
associated with the woodlands that, in some areas, are the only source of household energy. According to
FAO, the use of wood as fuel for cooking and heating homes accounts for a third of global consumption
of renewable energy, making firewood the world’s most decentralized source of energy. Forest loss can
therefore be a determining factor in the decision to migrate when the resources provided by forested
areas, including wood for use as an energy source, are inadequate or insufficient.

In the countries of Northern Central America and south-eastern Mexico there are 6 million households
that still depend on biomass (firewood, in particular) to meet their basic energy service requirements.
Although only slightly more than 10% of households in El Salvador use firewood for cooking, in Guatemala
and Honduras that percentage rises to more than 60% and almost 50%, respectively. In Mexico, slightly
over 11% of households use firewood for cooking; in the south-eastern states, however, almost a third
of households use firewood for cooking to the exclusion of all other forms of fuel. In addition to
supporting the countries in meeting the reforestation and basin protection goals contained in the Paris
Agreement’s nationally determined commitments, it has been established that the use of stoves that
use biomass more efficiently also has a positive impact on the health of rural populations by creating
less air pollution inside homes.

At the same time, as in other countries of the region, the countries of Northern Central America report low
levels of investment in infrastructure to support productive activities and the conveyance of goods and
passengers. The need to rebuild and maintain the rural road network has been identified; the problems
are not limited to secondary and rural roads, however, because there are other infrastructure shortcomings
that pose obstacles to the development of the countries’ underprivileged regions.

Those shortcomings include difficulties in accessing remote locations, the absence of territorial connectivity
and of support infrastructure for productive activities, and so on. In the underprivileged regions that
primarily produce raw materials, the lack of infrastructure and maintenance, and of a support structure
for production and social services, has a negative economic and social effect, typically related to access,
excessive travelling times and high costs.
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Objective

Improve access to a range of services and basic infrastructure by rural households and the territory, in
order to improve families’ standards of living and to begin preparing the territory for the promotion of
productive endeavours and entrepreneurship.

Expected outcomes, progress indicators and goals

Expected outcome Indicators Goals  Period
(vears)

Rural households in the priority territories are equipped ~ Number of rural households in the priority territories 100 000 5
with solar panels for small-scale power generation. equipped with solar panels for small-scale

power generation.
Rural households in the priority territories are equipped  Number of rural households in the priority territories 100 000 5
with clean and efficient stoves using dendroenergy equipped with clean and efficient stoves using
produced by plantations and the small-scale sustainable dendroenergy produced by plantations and the
management of forests. small-scale sustainable management of forests.
Expanded and/or improved networks of secondary Percentage of the secondary and tertiary road network 35% 5
and tertiary roads in the priority territories. improved or built in each country, compared to the

base year.
Increased employment in the priority territories as Number of persons obtaining jobs in the priority territories 5
a result of works projects to build or improve the as a result of works projects to build or improve the
secondary and tertiary road network. secondary and tertiary road network.

Main activities

Identification and compilation of a project portfolio, considering existing programmes for the
installation of solar energy, afforestation and reforestation for firewood and provision of clean and
efficient stoves in the countries of Northern Central America and south-eastern Mexico, taking account
of their potential interactions with this proposal.

Technical and operational design and launch of a Basic Investment Programme for Household
Well-being, based on the existing experiences and involving three main lines of action:

- Installation of residential solar panels for small-scale power generation (kits comprising three

panels, batteries and an inverter), with 100% subsidies. A module to provide training on equipment
use and maintenance will be designed.

Small-scale afforestation or reforestation, covering 40,000 hectares with woodland for dendroenergy:
investment modules adapted to the different situation of each plantation and local conditions
will be used. The selection of productive techniques for the productive models will be based on
an agroecological approach, and the following inputs could be financed: fertilizers and other
bio-inputs, plants and others (to be defined). Each line of action will grant subsidies of 100% in
the first year, which will decrease to 90% in subsequent years. That means that the co-payment
selection criterion will be applied only in the second year, in an attempt to secure a higher level
of commitment from the producers.

Installation of efficient stoves in 100,000 households, applying a subsidy to cover 100% of the
total investment cost. Different types of stoves will be used, in accordance with the particular
circumstances of each country, region and ethnic group (in the case of indigenous communities).
In addition, quality rules, certifications and tests for the stoves will be developed.
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- Based on the existing experiences, the diagnostic assessment of the current situation and the analysis
of comparable international experiences, work will take place on the technical and operational design
and launch of a programme to improve road connectivity in the territories, addressing improvements
in the secondary and tertiary road network and its support infrastructure (small bridges) in each
country. The programme will fund the design, planning and execution of the investment projects.

- Interconnect the programme’s actions and investments with the development and territorial intervention
strategies in each country’s priority territories, and with the governance mechanisms developed in
each territory; from there, the multi-stakeholder and multilevel coordination will take place to strike
agreements with the national authorities responsible for infrastructure works in each country.

The basic investments in households may be made individually or on a partnership basis, depending on
the quality of the projects presented by the local communities and the inhabitants’ wishes. Accordingly,
particular attention will be paid to strengthening community organizations, together with cooperatives
and other kinds of productive organizations. This proposal plans to use the network of extensionists
and local talents of the single investment fund to provide a technical frame for the implementation of
the investments. For collective or larger-scale projects, a technical training fund will be used for on-site
and online learning. This line of action will be pursued in partnership with specialized agencies.

Governance

This proposal must be in line with the national strategies and programmes of the Northern Central
American countries and Mexico. For that reason, it must be adjusted and validated with active
government participation.

The implementation of this proposal requires the establishment, in each country, of a technical unit tasked
with selecting the projects that are to be supported, providing technical assistance to the coordination
agencies to be set up in each territory, overseeing the correct functioning of the support instruments and
systematizing the lessons learned, and adjusting the operating rules and disseminating the good practices.

Possible synergies with other initiatives

The proposal offers synergies with each country’s national plans (for development, electrification, and
afforestation), with the specific organizations involved (state and municipal bodies, NGOs, the private
sector, local development committees) and with the cooperation agencies that already have initiatives
on the ground.

The following are some of the synergies that have been identified: at the supranational level, the initiative
between the Central American Integration System (SICA) and the Humanistic Institute for Development
Cooperation (HIVOS) seeking to provide universal access to modern energy services (electricity and
cooking fuels). In turn, the SICA Regional Center for Renewable Energy and Energy Efficiency (SICREEE),
working with the support the United Nations Industrial Development Organization (UNIDO), will be an
important partner for solar energy topics.

The four countries already have forestry strategies and programmes under which the firewood afforestation
programme could be carried out. Those include the El Salvador Forest Strategy, Guatemala’s National
Strategy for Addressing Deforestation and Forest Degradation, the National Forest, Protected Areas and
Wildlife Programme (PRONAFOR) in Honduras and Mexicds Sembrando Vida programme. FAQ is supporting
El Salvador’s strategy, and IDB is involved in the strategy in Guatemala, while the PRONAFOR programme
in Honduras is being implemented by the Reducing Emissions from Deforestation and Degradation in
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Developing Countries Facility (REDD+). In addition, through its El Nifio Response in the Dry Corridor of
Central America (PRO-ACT) project, the World Food Programme (WFP) has been working on reforestation
in the countries of Northern Central America. FAO is also active in that area.

Honduras is the only country of the four involved in this proposal that has set itself a target to increase
the use of efficient stoves, a commitment entered into as part of its nationally determined contributions
(NDCs) under the Paris Agreement. Although the other three countries make no reference to efficient
stoves, they do have reforestation and basin protection goals, and so the use of efficient stoves will
assist in attaining those objectives. Mexico has already implemented a programme involving 600,000
stoves, and Honduras has a project to deploy 300,000.

The four countries are also members of the Tuxtla Mechanism for Dialogue and Coordination and of the
Mesoamerica Integration and Development Project, which brings together the six economies of Central
America (plus Belize), Colombia, Mexico and the Dominican Republic; accordingly, they all have national
actions that are in line with this proposal.

The Secretariat for Central American Economic Integration (SIECA) has a mandate from the Sectoral
Council of Ministers of Transport of Central America (COMITRAN) and resources from several cooperation
agencies to implement the Regional Framework Policy for Logistics and Mobility, which has been developed
in recent years with the close institutional support of ECLAC. In that context, coordination with SIECA
will be required and Mexicds participation must be ensured.

Duration

Execution: 5 years

Budget: Us$ 900,000,000
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Proposal 1.43

Development of intermediate cities: Isthmus of Tehuantepec, Tapachula
and the northern border of Guatemala
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Implementing agencies

At the national level: Sectoral agencies of national and federal governments.

At the subnational level: Municipal governments on the Isthmus of Tehuantepec, municipal government
of Tapachula and municipal governments on the northern border of Guatemala

United Nations system: United Nations Development Programme (UNDP), United Nations Human
Settlements Programme (UN-Habitat), Food and Agriculture Organization of the United Nations (FAO),
other agencies.

Geographical coverage

Isthmus of Tehuantepec.
Tapachula, Chiapas.

Municipalities on Guatemala’s northern border.

Number of beneficiaries

The entire permanent, floating and migrant population of the municipality of Tapachula and of the
Isthmus of Tehuantepec; in particular, the development hubs of Coatzacoalcos I and II, Minatitldn,
Acayucan, Medias Aguas, Donajf, Matfas Romero, Ciudad Ixtepec, and Salina Cruz I and II, with their
surrounding buffer zones. The entire population of the departments on Guatemala’s northern border.
(Petén, Huehuetenango, Quiché, San Marcos).

Main topics

- Urban development
- Migration

- Housing

- Public space
- Social integration
- Ties between urban and rural areas



220 COMPREHENSIVE DEVELOPMENT PLAN

Context

Isthmus of Tehuantepec

Territorial and socioeconomic conditions in the Tehuantepec Isthmus constrain its economic prosperity
and efforts to improve the living standards of its population, most of whom are of indigenous origin
and live in situations of poverty and vulnerability.

In spite of its vast potential for development and its strategic location, the Isthmus of Tehuantepec
is not a prosperous region. The Isthmus enjoys a strategic position for development, connecting
south-east Mexico with the rest of the country, which offers the possibility of creating a corridor of regional
prosperity; however, according to figures from the City Prosperity Index (CPI) calculated by UN-Habitat
between 2015 and 2018, the region’s municipalities! report low or very low levels of prosperity; the sole
exceptions are the ports of Salina Cruz (55.7) and Coatzacoalcos (51.4), where the Index results are
above the national average (51.03).

The Isthmus contains two dynamic hubs of prosperity, which create high levels of inequality and are
poorly connected to the rest of the region, particularly the region between those two hubs in the centre
of the Isthmus. Among the settlements on the Isthmus of Tehuantepec, the CPI also identifies that
Coatzacoalcos (USs 148,500) and Salina Cruz (US$ 171,600) enjoy substantially better results in per
capita gross domestic product (GDP) than the region’s average figure of USS 6,600.

The population centres on the Isthmus of Tehuantepec between those two hubs lack a clear regional
and urban hierarchy. Similar results can be observed in the Tehuantepec Isthmus region: municipalities
such as Salina Cruz and Coatzacoalcos and their neighbours report both the region’s highest levels of
urbanization and the best results in terms of socioeconomic indicators.

The Isthmus of Tehuantepec is a region with vast economic potential but little diversification among its
productive activities. Coatzacoalcos and Salina Cruz account for the largest portion of the investments
made in the region, primarily for the establishment of extractive productive activities. This type of
development model has led to the consolidation of exclusive enclave economies, which have failed to
generate benefits for the region and have caused significant socioeconomic inequalities on both the
port municipalities.

The UN-Habitat proposal entails improving institutional capacities, municipal finances and local
governance to direct and guide the city’s growth at a time when it is facing migratory pressure and, at
the same time, strengthen ties between urban and rural areas, thereby raising the potential for more
comprehensive growth in the region as a whole. It also seeks to improve urban and peri-urban spaces
affected by migration flows, in order to alleviate the social, physical, economic and cultural tensions
arising among the host and migrant communities, with both benefiting from the interventions and
placed at the centre of the design process for the urban interventions.

The successful implementation of a comprehensive territorial development strategy requires creating a
structure to provide a foundation and support for that development and identifying new urban locations
or centres with the potential for development, in order to rethink comparative advantages and promote
the diversification of economic activities with a high added value. This will in turn lead to higher levels
of productivity, the creation of decent jobs that make intensive use of labour and improvements in the

1 Ofthe 79 municipalities that make up this region, results for 15 are included in the CPI. Those municipalities can be considered
a representative sample of the region, in that they include those with the largest population centres and higher levels of
urbanization, which is a necessary precondition for increased socioeconomic development. The municipalities of Oaxaca
examined by the CPI are El Espinal, Juchitéan de Zaragoza, Salina Cruz, San Blas Atempa and Santo Domingo Tehuantepec,
while those in Veracruz are Coatzacoalcos, Cosoleacaque, Chinameca, Ixhuatlan del Sureste, Jaltipan, Minatitléan, Oteapan,
San Andrés Tuxtla, Zaragoza and Nanchital de Lazaro Cardenas.
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inhabitants’ economic conditions and standards of living. These activities must be endogenous in nature
and respect local cultural patterns and ways of life. The possibilities include agro-industry, manufacturing
and metal-mechanic businesses, textiles 2 ecotourism and others that can help preserve the value of the
region’s environmental services, such as forms of farming, forestry and tourism that have a low impact
on the use of natural resources.

City of Tapachula

Tapachula, located in the State of Chiapas near the Mexico-Guatemala border, is the main entry point
for migrants entering the country from the south, primarily from Guatemala. Migrant numbers have
increased as a result of the prevailing situation in Northern Central America, which has led to the arrival
of thousands of people fleeing from violence and the absence of opportunities in their countries of origin.

The Office of the United Nations High Commissioner for Refugees (UNHCR) calculates that Tapachula
has a floating population of 100,000 people, as a result of permanent migration; according to the 2015
Intercensal Survey, that figure is equal to a third of the municipal total. Since 2006, Tapachula has been
home to Latin America’s largest migrant holding centre, the Siglo XXI Migratory Station, which is a de
facto temporary city that offers migrants work and, often, protection.

According to data from the municipality and UNHCR, the floating population of migrants who remain
in the city for a few weeks is primarily concentrated in the municipal seat’s centre. That area offers
low, affordable rents, which leads to the informal growth of the city, with inadequate infrastructure and
precarious housing. These highly vulnerable settlements also have the reputation of being black spots
for crime and their residents are socially stigmatized.

According to figures from the UN-Habitat City Prosperity Index (CPI),? Tapachula has a moderately weak
level of prosperity (56.90), which highlights the need to strengthen public policies in the areas with the
least favourable results and, at the same time, to build on those reporting the best figures.

Northern border of Guatemala

This is a strategic area that plays a critical role in migration matters because of its large floating
population. This region (Petén, Huehuetenango, Quiché, San Marcos) contains a number of border cities
that the Government of Guatemala has identified as a priority. Efforts are under way to create “Walls of
Prosperity” in those departments, with the support of an active policy for local economic development
focused on job creation, the development of micro, small and medium-sized enterprises and small-scale
productive units dedicated to family agriculture.

Objective

Develop a comprehensive intervention strategy to improve urban conditions in intermediate cities and
towns, improve their inhabitants’ standards of living and build institutional capacity for including rural,
urban and migrant population in the provision of services. At the same time, establish hubs to contribute
to the territory’s economic development.

2 Secretariat of Finance and Public Credit (SHCP), Programa de desarrollo de la zona econdmica especial de Salina Cruz, 2008.
The City Prosperity Index (CPI) is calculated on the basis of 80 indicators in six priority dimensions of sustainable development:
(i) productivity of cities and their hinterlands, (ii) infrastructure for development, (iii) quality of life, (iv) equity and social
inclusion, (v) urban governance and legislation, and (vi) environmental sustainability.

w
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Expected outcomes, progress indicators and goals

Expected outcomes Indicators Goals Period
(vears)
National and local institutions have baseline information Number of towns and/or cities with a baseline. 3 1

for decision-making in a series of intermediate cities and
towns in the territories of the Isthmus of Tehuantepec,
Tapachula and the northern border (prosperity index).

Local institutions in the territories of the Isthmus of Number of training exercises at local institutions in the 24 3
Tehuantepec, Tapachula and the northern border have  territories of the Isthmus of Tehuantepec, Tapachula

strengthened their capacity for neighbourhood-level work and the northern border to strengthen capacities for

in consolidating conditions and opportunities for social  neighbourhood-level work in consolidating conditions and

and economic integration on the one hand, and for urban opportunities for social and economic integration on the one

and rural integration on the other. hand, and for urban and rural integration on the other.

One comprehensive urban operation undertaken in at Number of comprehensive urban operations undertaken in at 1 3
least one intermediate town or city in each of the least one intermediate town or city in each of the territories of

territories of the Isthmus of Tehuantepec, Tapachula the Isthmus of Tehuantepec, Tapachula and the northern border.

and the northern border.

Local institutions in the territories of the Isthmus of Number of regional strategies for the comprehensive 1 3
Tehuantepec, Tapachula and the northern border have  management of natural and climate-related risks that could

aregional strategy for the comprehensive management  affect the region’s infrastructure, particularly housing, developed

of natural and climate-related risks that could affect the in each of the territories of the Isthmus of Tehuantepec,

region’s infrastructure, particularly housing. Tapachula and the northern border.

Main activities

- Defining urban areas according to the City Prosperity Index (CPI) and the Multidimensional Poverty
Index (MPI).

- Setting a baseline for interventions in the selected intermediate cities and towns.
- Preparation of a localized urban analysis and territorial diagnostic assessment.

- Local capacity-building strategy, including recommendations for strengthening urban planning
instruments and municipal finances.

- Strategy for capacity-building and institutional strengthening.
- Recommendations for strengthening urban planning instruments and municipal finances.

- Implementation scheme for a comprehensive urban operation (CUO).

- Identification of urban development opportunities.
- Partial or master plan for implementing a CUQO in precarious neighbourhoods and priority districts.
- Opportunities for ties with rural sectors in the territory.

- Design of a territorial strategy for the selected territories.

- Comprehensive territorial analysis for the region, based on existing studies.
- Territorial vision for the selected territories.
- Regional connectivity for the functional interconnection of the region.
- Territorial structuring and interconnection of the development hubs.
- Design of urban planning instruments for the development hubs in the selected territories.
- Planning instruments for well-being development hubs in three selected communities.
- Strategy for the implementation of CUOs in selected communities, through operating instruments

and land management.
- Guidelines for design and urban planning.
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- Regional strategy for comprehensive disaster risk management.

- Regional analysis of vulnerability to natural and climate-related risks, primarily earthquakes.
- Methodological guide for comprehensive disaster risk management at the municipal and
regional levels.

Project governance

Each territory will have a specific governance system, within which major roles will be played by sectoral
ministries and state, departmental and municipal governments. The United Nations system (UNDP,
UN-Habitat, FAO and others) will provide technical support.

Possible synergies with other initiatives

This proposal by UN-Habitat is based the Government of Mexicds vision and strategy set out in the
2019-2024 National Development Plan (PND) and, in particular, on the approach to human mobility in
the ECLAC Comprehensive Development Plan.

Duration

5 years.

Budget: Uss 12,000,000

Other initiatives related to this thematic area under way in the subregion

The proposal will maintain close ties with both national- and local-level government agencies working
in the three selected territories.
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Proposal 1.44

Territorial development of the Trifinio, El Salvador

NO DECENT WORK AND
POVERTY ECONOMIC GROWTH

10 REDUCED 11 SUSTAINABLE CITIES

17 PARTNERSHIPS
INEQUALITIES AND COMMUNITIES

FOR THE GOALS
A

< fas]

Implementing agencies

At the national level: Sectoral agencies of the national governments.
At the subnational level: Trifinio Plan Trinational Commission.

United Nations system: UNDP, UN-Habitat, FAO.

Geographical coverage

Municipalities covered by the Trifinio Plan (Honduras, Guatemala and El Salvador).

Number of beneficiaries

The entire population of the Trifinio Plan area.

Main topics

- Urban development

- Economic development

- Housing

- Public space

- Social integration

- Ties between urban and rural areas

Context

The Trifinio region faces challenges that could affect territorial development, such as a lack of opportunities
and jobs, social inequality, ongoing desertification and food and nutrition insecurity, and the degradation
of ecosystemic services due to the impact of climate change, given that it has been identified as one of
the regions at greatest risk from that global phenomenon. Those challenges must be addressed so that
people and families can plan their futures in the territory without having to consider forced migration
as their only possibility for survival.

Facing those challenges requires the implementation of a sustainable and inclusive development model,
with a systemic approach and comprehensive solutions, to facilitate the involvement of the territory’s
main stakeholders at the trinational level. That is the aim of the Trifinio Plan.
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The Trifinio region comprises 45 municipalities covering 7,541 km®. Its total inhabitants number 818,911,
accounting for 2.7% of the total population of the three Northern Central American countries. Almost
70% of the total population live in rural areas, where the highest levels of poverty and the greatest lack
of opportunities are to be found. The average Human Development Index (HDI) result stands at 0.6111,
which is well below the three countries’ national averages. Of the territory’s population, 25% report having
family members who have emigrated, around 31% of households are without drinking water services and,
over the past 24 years, forest loss in the range of 30% has been recorded, equal to a regional average rate
of 2.7% a year and an annual loss of 9,050 ha of woodlands, chiefly on account of deforestation caused
by the expansion of agriculture and forest degradation caused by poor management of natural resources
and woodlands. That notwithstanding, the region has a great potential for agriculture, agri-industry,
forestry, tourism and other activities; accordingly, the aim at this stage is to promote rural development
with a territorial approach, so that poverty can be fought more effectively and the region can enjoy more
sustainable economic growth.

Closer integration in Central America and, in particular, the development of the trinational productive
corridors identified in this region offer the possibility of reshaping the opportunities map through the
pursuit of appropriate public policies based on an approach that expands from the territorial to the
national in the three countries, with the inclusion of the regional level and also involving the assistance
and technical and financial support of the international cooperation agencies active in the territory.

The plan being implemented by the Governments of Honduras, Guatemala and El Salvador has the
following aims:

- Bolster human development, with a territorial approach and equity, by improving health, education
and food and nutritional security.

- Create jobs, productivity and competitiveness.

- Promote environmental sustainability.

- Encourage transparency and modernization of the State.
- Accelerate and deepen regional integration.

Since the onset, the Trifinio Plan’s approach has been associated with the conservation and sustainable
management of natural resources, given that they are the basis for agricultural production, which is the
region’s main economic activity. Although there have been major programmes with an environmental
approach throughout its existence, this remains a pending challenge.

The proposal that is a part of the CDP’s territorial development programme aims to bolster actions under
the Trifinio Plan, with a focus on rural areas and on the strengthening of intermediate cities and towns
within the territory’s area of influence, in order to create development and services hubs and urban-rural
ties to help improve the living standards of both urban and rural dwellers.

Objective

Develop a comprehensive intervention strategy to bolster the current lines of work of the Trifinio Plan.
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Expected outcomes, progress indicators and goals

Expected outcomes Indicators Goals Period
(vears)

National and local institutions have baseline Number of institutions strengthened.

information and have been strengthened.

Agricultural and tourism investment projects Number of investment projects of a general nature implemented.

carried out. Number of irrigation projects implemented.

Number of tourism investment projects implemented.

Entrepreneurship among rural women, rural youth Number of business ventures.

and indigenous peoples.

Reforestation of land and adoption of a payment Number of hectares reforested.

system for ecosystemic services. Number of hectares of forest operating under ecosystemic

service payment schemes.

Main activities

- Local capacity-building strategy, including recommendations for strengthening urban planning
instruments and municipal finances.

Strategy for capacity-building and institutional strengthening.
Recommendations for strengthening urban planning instruments and municipal finances.

- Implementation of a territorial economic development strategy.

Strengthening of local organizations.

Development of markets.

Investment projects undertaken in the agricultural and tourism sectors and other services.
Reforestation and introduction of payments for ecosystemic services.

Entrepreneurship among rural women, rural youth and indigenous peoples.

Productive chains.

Project governance

To be implemented by the Vice Presidents of El Salvador, Guatemala and Honduras. The United Nations
system (UNDP, UN-Habitat, FAO, others) will provide technical support.

Possible synergies with other initiatives

This proposal aims to strengthen the current lines of action of the Trifinio Plan.

Duration

5 years.

Budget: Uss 4,000,000
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Proposal 1.45

Surf City ElL Salvador: integral tourism development programme
on the marine coastal strip, El Salvador

NO CLEAN WATER DECENT WORK AND INDUSTRY, INNOVATION 1 REDUCED 1 SUSTAINABLE CITIES
POVERTY AND SANITATION ECONOMIC GROWTH ANDINFRASTRUCTURE INEQUALITIES AND COMMUNITIES
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Implementing agencies:

Ministry of Tourism of El Salvador.

Geographical coverage

El Salvador’s marine coastal strip, which includes 21 municipalities from the west to the east of the country.

Number of beneficiaries

The direct beneficiaries will be productive enterprises in the tourism sector along the coast. Potentially,
the population inhabiting the municipalities of the marine coastal strip, the rest of the municipalities
and the rest of the region.

Main topics:

- Infrastructure

- Economic development and investment promotion
- Decent work

- Regional value chains

- Sustainable tourism

Context

The proposed strategy for Surf City El Salvador —an integral tourism development programme on
El Salvador’s marine coastal strip— seeks to develop the tourism industry and, at the same time,
provide new work opportunities and improve existing jobs, in order to alleviate both unemployment and
underemployment and raise human dignity.
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This programme, which will contain a gender awareness component for the equalling of opportunities,
aims to expand the tourist development of the coastal strip, which will positively impact incomes and
formal employment, particularly for the vulnerable population. It will also lead to an increase in tourist
spending by encouraging the diversification of the services available.

Compared to other sectors, the tourism sector has been identified as having a greater impact on the
capacity for the sustained creation of decent work and as serving as a multiplier within the economy, on
account of the productive chains, employability of workers and industries associated with its development.

With increased opportunities and more favourable conditions, young people and other inhabitants will
tend to find local solutions, reducing the impetus towards migration.
Objective

Comprehensive tourism development along the marine coastal strip, to promote El Salvador internationally,
attract investment and create more and better jobs for Salvadorans on the basis of the asset that makes
the country different: its waves.

Expected outcomes, progress indicators and goals

Expected outcome Indicator Goal Period

Streamlined and efficient borders and Number of passengers per day, month and year crossing 2 years for the

other points of entry into the country. borders and other points of entry. modernization

Number of cruise ships mooring at ports. of ports and

borders

Appropriate regulatory framework for the  Updated laws and regulations. Number of regional 1 year

sector’s development at the national and - Negotiation of regional agreements regarding agreements signed.

regional levels. the sector.

Institutional mechanisms strengthened ~ Number of designs overseen and coordinated. Determine number 48 months

for the design, identification of Amount of cooperation secured. of designs overseen

cooperation, funding, operation and and coordinated.

follow-up of the Surf City project’s

) Determine amount
different phases.

of cooperation.

Public infrastructure for tourism improved. Percentage of investment in improved public tourism  Percentage 48 months

infrastructure as a proportion of total public investment.
Private infrastructure for Percentage of investment in improved tourism Percentage 48 months
tourism improved. infrastructure as a proportion of total investment

in tourism.
Creation of new tourism sector Number of new development hubs in the country’s Determine numbers. 48 months
development hubs interconnected with  tourism sector.
the country and the region. Number of tourism development hubs in the country

interconnected with the region.

Main activities

- Prepare a socioeconomic and tourism infrastructure assessment of the different targeted areas on
the coastal strip.

- Prepare technical documents for the execution and operation of works projects and other activities.
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- Coordinate the development of public tourism infrastructure with systematized actions and possible
joint funding for the construction, renovation and maintenance of infrastructure along the coastal strip.

- Negotiate lines of credit for the sector.

- Promote projects to raise local standards of living, bolstering the socio-productive fabric along the
coast and its interconnection with the national development process.

Project governance

This project and the entire Surf City programme is led by the Ministry of Tourism and coordinated from
within the Tourism Cabinet. It represents a harmonized inter-institutional effort that is being driven by
the heads of the agencies involved.

Possible synergies with other initiatives

The Inter-American Development Bank (IDB) and the Central American Bank for Economic Integration
(CABEI) have financial and technical resources to support various measures and investments in
infrastructure and services for these corridors in the region, which are essential for the tourism sector.

Within the CDP there are possible synergies with regional tourism infrastructure in the plan’s four countries.

Duration

The programme will be implemented over a period of 48 months. The last four months will be spent
monitoring the results and defining a proposal of good country practices for expansion throughout the
country and the Central American region.

In the medium and long terms: Comprehensive intervention of public spaces in tourist destinations:
underground cabling, signposts, paths, tourism infrastructure for shops, lighting, infrastructure for roads,
drinking water, health, communications and housing.

Budget:

Annex

Other initiatives related to this thematic area under way in the subregion:

National plans  Regional United Nations  International cooperation Financial institutions Private sector,

programmes agencies and NGOs
programmes

National Public Mesoamerica  Economic German Agency for Funding programmes for Private consultants.

Infrastructure Project. Commission for  International Cooperation  logistics infrastructure (IDB). Private companies

Development Plan. Latin America and  (GIZ), United States Agency  Regylar infrastructure funding  that will participate

National EEgLCAeg)lbbean E’r Inltematl(tm(alSAlD) programme (CABIE). in project design,

Tourism Plan. ’ evetopmen ! Support for implementation of ~ ENGINEErNg,

ngpngg%gr;u&ncccr;gllenge the five priority measures for ~ construction

trade facilitation (IDB, SIECA).  and maintenance.

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
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Proposal 1.46

Economic territorial development in Guatemala, Guatemala

NO DECENT WORK AND
POVERTY ECONOMIC GROWTH

INDUSTRY, INNOVATION

ANDINFRASTRUCTURE

Implementing agencies:

- Core institutions: 1. Ministry of Labour and Social Security (MINTRAB), 2. Ministry of Economic Affairs
(MINECO), 3. Ministry of Social Development (MIDES), 4. Ministry of Education (MINEDUC), 5. Ministry
of Public Finance (MINFIN), 6. Guatemalan Tourism Institute (INGUAT), 7. Development councils
system, 8. Ministry of Communications, Infrastructure and Housing (CIV).

- Supportinstitutions: 1. Organization of American States (OAS), 2. Central American Integration System
(SICA), 3. Private sector, 4. Secretariats, 5. Non-governmental organizations, 6. Civil society, 7. Congress,
8. Technical Institute for Training and Production (INTECAP), 10. National Institute of Statistics (INE).

Geographical coverage:

Guatemala is made up of 22 departments and covers a total surface area of 108,890 km®. This
intervention will cover the constituent municipalities of 13 departments: Quetzaltenango, San Marcos,
Quiché, Huehuetenango, Alta Verapaz, Jutiapa, Izabal, Chiquimula, Escuintla, Retalhuleu, Petén,
Baja Verapaz, Guatemala.

Number of beneficiaries:

Guatemala has a population of 17,263,000 (according to figures from the latest population census,
conducted in 2018) with a density of 159 inhabitants per kmz, although the majority is located in the
mountainous region in the south of the country, and more than 50% of Guatemala’s inhabitants live in rural
areas. The population comprises segments of Maya-Quiché origin, ladinos (mestizos), European-descended
whites, and people of African and Asian descent. The indigenous groups, notably the Quiché and the
Kaqgchikel, live in the highlands and dedicate themselves to agriculture, handcrafts, textiles, livestock raising
and local commerce. The target population comprises 11,979,850 people, with the direct beneficiaries
being the inhabitants of communities in those departments’ borderland areas; nevertheless, the entire
population of the Republic of Guatemala are to be considered indirect beneficiaries.

Main topics:

- Creation of decent jobs

- Basic productive investment, capacity building and economic development
- Financing

- Institutional strengthening

- Rural development
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- Financial inclusion

- Market access

- Shared prosperity

- Poverty reduction

- Sustainable tourism

- Infrastructure

- Company development

Context

Guatemala’s rural departments face a series of economic and social development challenges. Economic
growth has remained low in recent years, with a moderate level of dynamism in productivity. That growth
has failed to create the jobs needed to employ the members of the population who are seeking work,
in particular young people just entering the [abour market. The area’s goods exports are characterized by
low levels of technology and low added value. Poverty and the lack of access to quality education and
opportunities for decent work are the main factors that drive youth emigration, both within the country
and to other countries.

Young people, women and indigenous communities in rural territories have a vast capacity for
entrepreneurship that could make a major contribution to economic development, but it is not being
used. Implementing investment processes in those productive units, linking subsidies and credit, is an
effective tool for creating growth and speeding up the economic development process.

Family agriculture is a highly heterogeneous activity, but one common characteristic can be identified
among all the productive units in the most underdeveloped territories: they are small-scale family
concerns, short on capital, and with low amounts of poor-quality land. Producers are therefore forced to
bring intense pressure to bear on their land (intensive rotations), which worsens environmental decay
(loss of fertility, erosion) and produces very low yields. Most of these units are dedicated to subsistence
farming, which prevents them from generating income for investing in innovations and/or embarking on
business ventures, both agricultural and non-agricultural, to raise their income; it also impedes caring
for and maintaining their basic resources (land and water). Moreover, they do not have access to the
external funding (reimbursable or not) needed to break the vicious circle that is, for most, insurmountable:
without access to technology, investments or working capital, there are no surpluses and, consequently,
no reinvestment or innovation.

Strengthening rural value chains will increase added value, catalyse productivity, create new jobs and
better conditions, ensure a more equitable distribution of earnings generated within the chain, help
adapt activities to new climate conditions and devise innovations to mitigate their environmental impact,
facilitate product marketing under fair conditions, and so on. Through those results, strengthened chains
contribute to the economic and social development of rural territories and discourage migration.

Informal employment is a complex phenomenon that affects more than half the working population
of Latin America and the Caribbean. People employed in the informal sector —in either informal or
formal enterprises, but under conditions of informality— do not pay into social security systems or
enjoy legally recognized labour rights. In addition, many of these people hold low productivity jobs and,
consequently, earn meagre incomes; that places them in a situation of extreme 