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State of the Region:
A Report on Sustainable
Human Development in
Central America

The First Report on Sustainable
Human Development in Central America
has been prepared by the Reports on
Human Development for Democratic
Consolidation and Peace in Central America
Project (State of the Region). The United
Nations Development Program’s Regional
Office for Latin America and the Caribbean
(DRALC-UNDP) and the European Union’s
Democratization and Human Rights
Program co-sponsored this initiative.

The State of the Region's Mandate

The State of the Region Project began at
the end of 1996, when DRALC-UNDP and
the European Union decided to fund activi-
ties based on the Costa Rican experience of
preparation, publication, and dissemination
of a report on sustainable human develop-
ment. The Secretary General of the Central
American Integration System expressed to
UNDP his interest in the preparation of a
report on the state of the region. One of the
key elements of that report would be a mea-
surement of countries’ and societies’ degrees
of preparation for regional integration. The
process could then serve as a tool for reach-
ing sustainable human development in
Central America, and as a much-needed

systematic follow-up on the processes of
human development and integration in
Central America.

The project received two mandates:
» To support initiatives for the develop-
ment, publication, and dissemination of
national reports on sustainable human

development.

D To prepare the First Report on Human
Sustainable Development in Central
America.

By April 30®, 1999, four countries within
the Central America isthmus had pub-
lished their respective national reports,
with the technical, financial, and method-
ological support from the State of the
Region Project (Table 0.1).

The preparation, publication, and dis-
semination of reports on development is
simultaneously a social and technical
process, serving the interests, aspirations,
and expectations of the region’ citizens. Its
goal is to contribute to sustainable human
development through timely, correct, com-
plete, and legitimate information on the
performance of the countries and the
region as whole. This will strengthen
opportunities and capabilities for dialogue
and negotiation between civil society orga-
nizations and the State. In each case, the

“When we are

speaking about
development, what
type of development
we are talking
about, for whom?
The starting point
of the report should
be the individuals”.

LEADER OF
NON-GOVERNMENT
ORGANISATION OF
WOMEN, NICARAGUA

“There is a duplicity
of institutions,
studies and efforts
that must be unified
in order to produce
a report with bigger
efficiency, but our
¢gos do not fit in our
country boundaries”.

ENTREPRENEUR,
GUATEMALA




6

STATE OF THE

REGION

SUMMARY

National Reports on Human Development

11 1998 the Guatemalan United

Nations system published the

report Guatemala: Contrasts of
Development. This initlative was
coordinated by Juan Alberto
Fuentes, and directed by an advi-
sofy committee with representa
tives from SEGEPLAN and four
universities, as well as various
others. Twenty-seven researchers
prepated the grassroots work, and
more than one hundred people

participated in the workshops, The.

féport contains seven chanters
four of which address “new topics
of debate” suth as the use and
abise of natural resources, con-
struction of a poltical demooacy,
Guatemalan multiethnidly, and
viclenee and aime,

in 1999 the National Coundl
on Sustainable Development and
the UNDP office In £ Salvader

nubtished the Report on the State

of  the Nation in Human
Development in Fl Salvador This
endeavor was coordineted by
Roberto Rivera Campos, and was
supported by an academic and
sclentific committes made up of
eight people. The report has five
chapters with topics including
equity and social development,
economic growth and stability,
demacracy in transition, and
water as an at-risk resource. These
topics. were  coordinated by
FUSADES, the UCA. FUNDAUN-
GO, and PRISMA, respectively,

In 1998, the Honduras office of
the UNDP published the Report
on. Human Development in
Honduras. This effort was coordi-
nated by Ehain Diaz Arivillaga,
with the technical assistance of
fourteen national and intemnation:
al consultants and advisors. 1t has
seven chapters, some of which

addrass the agrarian word and
regiona! diversity in Honduras; the
sconomic, social, and politeal
transition: and visions of the
country’s development.

In Costa Rica, a consortium of
four institutions—the National
Councit. of State Universities
{CONAREY, the (osta Rlcan

Ombudsman, the Costa Rican

office of the UNDPE and the
European Union——published, in
1997 and 1998, the third and
fourth Report on the State of the
Nation in Sustainable Human
Development in Costa Rica. This
initiative. was coordinated by
Miguel Gutierrez Saxe and guided
by an advisory coundl made up of
twenty-three people from cvii
society and the Costs Rican gov
srntment. The format of this repont
i five permanent topics (sodal
Bquily, Bconomic opporunities
and  solvency, harmony with
nature; strengthening of democra-
¢y: and family relationships, secial
telationships, and values) as welt
as & svetial chapier In 1997, the
iatter was the rural word, and In
1998, a subregional study,

1he preparation of these nation
al reporis has not been striclly
linked to the preparation of the
regional report in terms of time
period of content. In each county,
the sotial and political actors
defined their own sustainable
human development goals, rele-
vant to thelr reaiity, but not neces-
sarily comparable among coun:
tries. In addition, the preparation
of national reports advances at
different paces in each country.
Despite this, there is constant ref-
grence 1o these works throughout
the reclonal report,

reports seek to build a concept of human
development suited to each countrys cir-
cumstances, as well as to define an institu-
tionally-backed system for measuring and
evaluating country performance that has
broad-based social participation.

Why a Regional Report?

One of the most serious problems in
terms of consolidating Central America’s
identity as a region of peace, liberty,
democracy, and development—which was
recognized in the Tegucigalpa Protocol,
and again put forward by the Alliance for
Sustainable Development (ALIDES)—is
the scarcity of follow-up systems for mon-
itoring government and societal perfor-
mance on regional goals. This affects the
quality of public decisions, especially the
ones concerning integration. It also hin-
ders dialogue and participation on matters
of public interest, since lack of information
feeds prejudices rather than supporting
informed opinion. Finally, it affects the
ability of the population to demand rights
and fulfillment of social and political
responsibilities.

In a region where an authoritarian lega-
cy must be overcome. More transparency
in managing development is needed. This,
in conjunction with the dissemination of
useful information for the design of devel-
opment policies, will contribute to estab-
lish more sensitive institutions to the needs
and concerns of the population. With lack
of transparency, everyone loses. Excluded
social groups, whose necessities are not
met, lose. In addition, governments lose
when they lack the instruments to measure
their performance and compensate for, or
modify negative impacts. Strengthening
the transparency of this work helps to
endow Central Americas population with
useful instruments that can provide a clear-
er picture of its reality. It enables the pop-
ulation to act within this reality in a way
consistent with its possibilities, opportuni-
ties, and aspirations.

Because of this, monitoring should
cover a regional agenda of priorities, upon
which a process of dialogue and consen-
sus building among diverse social and
political actors in the region can be based.
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The present report contributes to this
process, by establishing systems for mea-
suring and evaluating performance in sus-
tainable human development.

The Human Development Index, pub-
lished annually by UNDP, represents an
advance in measuring the relative develop-
ment of countries. This index can and
should be complemented by a group of
regional and national indicators, and by an
analysis concerning the aspirations, expec-
tations, and interests identified by Central
American societies. It would then be possi-
ble to evaluate regional performance
expanding the framework of indicators
that can be internationally compared.

Report on Regional Challenges
in Sustainable Human Development

This regional report records the efforts
of Central Americans to create a more unit-
ed region with greater capacity to initiate
the path to human development. It is a
meeting place for the diverse Central
American actors; a respectful approach to
the social, cultural, and political plurality;
an objective portrait of regional reality,
beyond national borders; and a tool serv-
ing the region’s governments and societies.

This reports offers the following:

D An assessment of the region’s progress
concerning regional sustainable human
development goals, considering integra-
tion as a means for reaching them. These
goals were selected in a participatory man-
ner, and based on the most current and
trustworthy indicators available'.

P An exploration of regional integration
efforts in very diverse areas of human
development and of the region’s capacity
and preparation to stimulate progress in
the isthmus.

D An up-to-date database of publications
related to sustainable human development
in Central America.

» A way to join together civil society orga-
nizations, research institutes, and regional
and national institutions related to sustain-
able human development.

In summary, this report is a useful and
easily accessed document for assistance in
learning about, following up, and strength-

Human Develop ‘e_wt« Development
‘ on. Fﬁagle

Qaatar

‘ umah Qe?élei}méi’}i s 8
H process that leads to the

expansion of options avail-

able to people. At alf levels of
development, the three essential
‘optians people have are the fol-
lowing: to be able 1o live a long
and healthy ife, to be able 1o
atquire knowledge, and to be able
ta access the resources ﬁzissgary

ii*sem It analyzes a range of social
areas, including economic growth,
business, employment, political
liberty, and cultural values, all from

the perspective of human beings.

 The human development para-
digm has four fundamental com-
ponents: (1) Productivity: People
must have the possibility to
increase their productivity and
fully participate in the productive
;:smeﬁs af generating income and
{2} Eauity 1Eis net
il peaple to have
al opportunities. (3}

Access 10 Opportu-

ening the actions and goals that sustainable
human development implies (Table 0.2).

A Report of the Region and for the Region

The State of the Region Report was pre-

pared using a decentralized strategy of
research and accompaniment. Based in
Central America, the process took twenty
months from the inception of the coordi-
nating team to its  publication.
Approximately 80 researchers of diverse
approaches and nationalities, participated
in the preparation of the report. Almost
three hundred people participated during
the consultation phase. Because of this par-
ticipation, the report represents a creative
balance of diverse points of view rather
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“The report must
say if the region
exists or not, and
not start from the
fact that it exists”.

RESEARCHER AND
ACADEMICIAN,
COSTA RICA

“The perspective of
integration must be
present in every
topic of the report.
A big mistake is
that the situation
of each country is
described and then
every country is
added up in order
to get the situation
of the region. The
region is more than
the sum of each of
the countries”.

PUBLIC EMPLOYEE,
EL SAIVADOR

than those of a certain country or a small
group of experts with a single vision. In
sum, the report tries to unite academic
rigor with local capabilities for research,
social legitimacy, and vigorous mecha-
nisms for social consultation.

A Participatory Research Strategy

The research strategy was based on the
premise that a regional study is more than
the sum of seven national reports. A differ-
ent idea of “region” underlies the report: it
is understood as a network of relationships
that tie societies, economies, and political
systems together, working within and
beyond political borders. Rather than set-
tling for a comparative compilation of
national evolutions, the report tries to gen-
erate a regional value added.

This task was addressed using a combi-
nation of three methods. First, the topics to
be addressed were identified regionally,
through consultation with 150 people and
institutions, rather than being defined a
priori by a small group of people. The
objective of the consultation was to define
regional challenges whose existence and
importance transcend the political and
mental borders within the isthmus.
Second, the information was read regional-
ly. Though comparisons among the coun-
tries are inevitable, these are not the only
ones made, nor the most frequent.
Depending on the topic, other compar-
isons are made, such as among catchment
areas, frontier zones, and relations among
ethnic groups. Third, the systematic iden-
tification of regional integration efforts, or
the absence of them, for each of the chal-
lenges treated, offers a counterpoint to a
purely national focus. In addition, a broad
definition of regional integration that
incorporates the efforts of other actors,
such as businesspeople, populations, and
civil society, helps the report avoid getting
reduced to an examination of institutional
duties. Finally, workshops were carried out
in five of the seven countries to discuss the
research findings with the goal of collect-
ing reactions and suggestions for the
reviewing the preliminary drafts.

The report has been a first step, devel-
oped modestly and cautiously. 1t is based

on regional research capabilities, in condi-
tions of scarce comparative information
and limited resources. One or more
researchers with recognized prestige in the
region worked on each topic. In addition,
for the development of various of the chap-
ters, institutional agreements were drawn
up and ad hoc research networks estab-
lished. In total, nineteen initial studies and
special presentations were carried out,
under the auspices of agreements with five
institutions.

The orienting criteria for the research
were the following:
D Address few topics, but with the greatest
possible depth; do not try to create an
exhaustive portrait of the region.
» Describe a variety of approaches to a
topic, showing (dis)agreements among the
actors; do not try to present a single inter-
pretation..
D [lustrate responsibly, though not neces-
sarily exhaustively or consistently; do not
try to produce a performance balance sheet
of the region in conditions of scarce com-
parative and pertinent information.
D Base research on quantitative indicators
and on the identification of practices; do
not base it on opinion essays about the
topics.
D Document regional challenges; do not
generate proposals lacking adequate tech-
nical foundations or social and political
authenticity.

An Ongoing and Relevant Social Consultation

From the definition of topics to be
addressed to the validation of research’s
results, the participation of Central
American society has been key to this
report. Perceptions and proposals from the
region have been integrated into the con-
cept, methodology, content, and develop-
ment of the work. Consultations, work-
shops, and other social dialogue exercises
were organized with representatives of
regional integration institutions, labor
organizations, business, ethnic groups,
nongovernmental organizations, authori-
ties, grassroots organizations, politicians,
academics, and others.

Thus, during the preparation of the
report various and successive consultation
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Initial Studies and Research Networks

- ; Investigator (s} ~

Environmental challenges: the use and Deborah Barry ~ PRISMA 4 PRISMA researchers
management of water in (thral Amefiia
| The regional challenge of opening markets  Heliofallass = CEPAL-Mexico contributed
2 short presentations
Recent reforms in the fleld of education ~ Juan Bautista Amién UCA-Nicaragua -~ 2 PREAL-UCA fesearcheys
in Central America ~ ‘
 José Antonio Pereira Instituto Salvadoreie
Ligia b DeNieto de Seguro Social
Edgar Martinez
et
presentation

Justida (UNDR) of an agreerment between
~ ‘ HDH-C APEL and MCACPUCR
Political party systems and political ~ RotsayRosales ~ MCACP-UCR  Gresearchers under the auspices
mediation ‘ of an agreement between
‘  1IDH-CAPEL and MCACP- ifCR

Citizen participation in electoral processes ~ ManuelRejas ~ MCACPUGR

of an agreement between
HOH-CAPEL and MUACP-UCR
s s
Juan Gorzalez ‘ of an agreement between
HDH-CAPEL and MCACP- GCR
Geography Depariment,  Agreement wi
Utk CEPREDENAC
 State of the Region's  Support of the Secretary
 technical coordinating team  General of SICA
e  CEPAL-Mexico contributed

Visions en Central Am
The Central American Caribbean: A fragmented  Alfonso Arrivillaga Universidad de San Carlos
scenatio of %he continental !atf{}rm o  deGuatemala
| peoples in uatemala o o
e e 5@?%%_ ..
on the phenomenon of adolescent gangs
The vision of Panamenian business
concerning Central American integration 5 ;
ofil ~ Asociacitn Cultural 12 researchers
\Comno various entities of the \zm

L i

peEhal aW 18I0Nn Drogesses
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“The main fear in
terms of the report
is that it could not
show the reality as
tough as it is. It
could be biased for
good will purposes
because it is conve-
nient to show the
information not so
pure. And if it is
adapted to the gov-
ernments, then we
will not feel repre-
sented in it”.

UNION LEADER,
HONDURAS

mechanisms were created, each one of
which had its own function. At the begin-
ning, a network of the projects national
counterparts was created using the UNDP
offices in the isthmus. This network
allowed the definition of the regional pro-
ject and the establishment of a link
between the national and regional reports.

A two-stage consultative process was
carried out between October 1997 and
January 1998 to define the topics
addressed in the report. In the first stage,
140 people from six countries in the region
were interviewed. These interviews pro-
duced more than 2,300 suggestions. The
interviews and their results were then sent
to all of the participants, some of whom
made additional suggestions. In the second
stage, a workshop was held in San Jose,
Costa Rica, involving UNDP counterparts
and 21 representatives of regional institu-
tions and civil society organizations.
Finally, the list of topics to be addressed
was placed on the project’s web site.

In the second part of 1998, during the
research process, an advisory council of 12
noted figures in the region was created.
The council’s function was to support the
technical team responsible for coordinating
the preparation of the report with sugges-
tions for improving the quality, relevance,
and support of the investigations. To

B0 ;samzapmfs in research wmk;aiwzs&

B 74 researchers with specialized ;ffreﬁamatmns

» & research coordinators '

b 13 people in the advisory coundl

» 6 national counterparts from the UNDP

b5 insmataaaa agreements

B 2,300 opinions from Central Americans, ef %«%& 1@4 are se;amduzeﬁ
in the margins of the report

accomplish this, drafts of the report’s chap-
ters were submitted to the council.

Finally, almost 110 people participated
in five validation workshops carried out in
different countries in the region during the
months of January and March 1999. These
people critiqued and made suggestions
regarding the preliminary reports of the
researchers, and contributed to the
improvement of the final reports.

Limitations of the Report

The First Report on Sustainable Human
Development is an effort with obvious lim-
itations. Firstly, unfortunately, treatment of
the region as a unit is unequal, since in var-
ious chapters the project was unable to
obtain researchers or information from
Belize. Secondly, research was based on the
processing of secondary data—the compi-
lation, verification, and contrasting of
existing statistics or academic and techni-
cal studies. Thirdly, not all topics could be
researched with equal depth due to the
scarcity or absence of information. Finally,
the researchers had relatively little time to
carry out their work due to the pressures of
a tight timetable.

For these reasons, all of the information
sources that underlie the evaluations are
carefully identified. In addition, when nec-
essary, extensive notes were made to facili-
tate an adequate interpretation of data.

Final Commentary

The First Report on Sustainable Human
Development inaugurates a monitoring
system to follow-up on sustainable human
development challenges and the evolution
of regional integration. It must be empha-
sized that this is not a “photograph” of real-
ity, but a selective documentation of
processes. The goal of this work is to con-
tribute to the identification of possibilities
for common action. Perhaps the underly-
ing message of the report, as the advisory
committee identified, is that the future of
the region, and its integration, depends on
respect for diversity. This must begin with
a recognition of the social gaps and the
social, economic, political, and cultural
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plurality within the isthmus. In this sense,
the report not only reaffirms regional plu-
rality, but is a Central American exercise in
pluralism.

The project’s technical team coordinat-
ed the research and social accompaniment
strategies for the preparation of the report.
It was also responsible for editing the final
text. Though extensive collaboration was
received, which is recognized in each section,
any mistakes contained are the exclusive
responsibility of the project’s coordinating
team. Finally, the evaluations contained in

Notes
1 The First Regional Report on Sustainable Human Development

in Central America is intended to be a forum for dialogue and
exchange among diverse social and academic actors. It does not
substitute or challenge efforts carried out by other entities.
Rather, it tries to articulate these initiatives, uniting them as
much as possible in a reflection on the region’s sustainable
human development. Because of this, the process followed is as

important as the results recorded in this document.

this report do not necessary reflect the
opinions of the sponsoring institutions.

San Jose, May 31, 1999

Miguel Gutiérrez Saxe

oy

Jorge Vargas Cullell
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of tf

General Assessment

For the first time in thirty years, the
region experienced, in general, a positive
decade. Central America is, in 1999, in a
better economic, social, and political situa-
tion than in 1990, thanks to its efforts to
achieve political, social, and economic sta-
bility, and to complete the democratic tran-
sitions. The importance of ending the
decades of authoritarianism and armed
conflict cannot be overestimated in terms
of the regions ability to restart the path
toward economic growth. In recent years,
Central America has been the only region
in the world capable of peacefully resolv-
ing long-standing civil wars through a
combination of regional and national
actions, avoiding the intervention of inter-
national political and military forces.
Today, no social or political group justifies
social inequality in the name of political
stability or national security.

An important part of the advances in
this decade were built on the foundation of
the Esquipulas II Presidents Summit,
which established a program to pacify and
democratize the region in 1987. Even
though it took almost ten years to com-
plete, Esquipulas II's primary lesson was to
demonstrate that in strategic matters

Central America can exist as a region. Its
vision of peace helped the democratic tran-
sitions of the countries, stimulated region-
al commerce interrupted by the wars, and
promoted the emergence of a new round of
regional integration as a way to stimulate
human development.

The impulse of this new round of
regional integration is comparable only to
that of three decades ago, which was
destroyed by the civil wars. Compared to
the previous round, the present one is
based on a new strategy contained in
ALIDES and includes new countries such
as Belize and Panama; new social, environ-
mental, and political topics; and the
involvement of new institutions. Despite
this, the integration process still faces chal-
lenges and shows major weaknesses, even
with greater civil society participation.
Diverse visions of the region, and of the
type of integration possible and necessary,
coexist. In contrast to the austerity of
Esquipulas II, there is an inflation of
regional agreements, for which the capaci-
ty and willingness to execute them is just
being built. In addition, there is a divorce
between governmental agendas and those
of different social and economic groups.
The new round comes out of a postwar era,
with governments and societies pushed to

“From Esquipulas
1 the peacemaking
willingness arose.
ALIDES could b
ig key play
to cull to order the

the b

Z)USf -war [Wﬂﬂ(i .

RESEARCHER
ANDYACADENICTAN

NICARAGE A

¢
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“What unifies us as
Central
Americans? Our
reduced size, our
limited potentials
and the need of liv-
ing together in a
region squeezed by
two oceans. The
same obligation of
seeing each other’s
faces and having
no other place to
go. For the one
who wants to
leave, there is no
other choice than
going North”.

RESEARCHER
AND ACADEMICIAN,
NICARAGUA

resolve serious social and political prob-
lems. This is an integration pressured not
only by the necessity to show tangible
results, but also by the imperative to strug-
gle for priority in the face of national chal-
lenges.

In spite of the advances cited, the eco-
nomic and political achievements won are
precarious and, in terms of social equity
and environmental sustainability, negative
for the region, though not necessarily for
all of the countries. Central America is torn
by regional fractures in its human develop-
ment, with the following still in existence:

D Gaps in human development achieve-
ments among countries; in the isthmus
there are two (or three if Belize is included)
countries who are leaders in Latin America,
and four who hold the lowest positions in
the hemisphere.

» Internal territorial divisions in all of the
countries. Alongside modern enclaves in
capitals and major cities lie vast zones of
poverty and low productivity, usually in
rural and border areas.

D Multiple and wide divisions exist among
social groups: between rich and poor,
between men and women, between indige-
nous, Afro-Caribbean, and nonindigenous
peoples, for example. These divisions in
terms of equity have generated widespread
poverty and excluded the majority of peo-
ple from access to social services and the
benefits of development.

p Divisions between economic perfor-
mance, policies, and legal frameworks exist
among the countries, which affect the busi-
ness climate in the region. In addition,
countries like El Salvador and Nicaragua,
affected by war, are just now recovering the
GNP that they had twenty and thirty years
ago, respectively (MIDEPLAN, 1998).

p There is a physical and cultural separa-
tion of the Central American Atlantic
region. Though the largest portion of the
population lives in the Pacific, there is
greater biological richness and territory in
the Atlantic. For historical reasons that

have still not been overcome, Central
America, with the exception of Panama,
and to a much lesser degree, Belize, has not
fully exploited its special status as an isth-
mus nor its Caribbean location.

P Central American societies exhibit social
and environmental fragility and vulnerabil-
ity. The major cities and physical and eco-
nomic infrastructures are in areas of high
risk. In addition, the most severe rural
poverty is concentrated in zones that are
critical for water supplies and for preserva-
tion of regional biodiversity.

At the beginning of the twenty-first
century, our main challenge is the consoli-
dation of Central America as a region of
peace, liberty, democracy, and develop-
ment. It is the challenge of consolidating a
pluralistic community with high levels of
human security, based on economic
growth, social equity, environmental sus-
tainability, and robust ties of integration
and cooperation, in a diverse and compli-
cated region.

The Central American isthmus com-
prise seven countries, ten political' bor-
ders, and almost 35 million inhabitants. In
an area of 533,000 km?, multicultural and
multilingual societies shelter indigenous
peoples, Afro-Caribbeans, mestizos, and
whites. It is from this diversity, and not in
spite of it, that the challenge of a pluralist
community may, finally, fulfill the “Never
again!” promise from Esquipulas.

Basic Facts on the Region

The Isthmus’ Astounding Biodiversity

The Central American isthmus is a nar-
row bridge between oceans and a funnel
for the flow of species between North and
South America. Its geological history is rel-
atively recent, and has been characterized
by intense tectonic and volcanic activity. It
is located in a strip of land affected by the
passing of cyclones and hurricanes. In
addition, droughts and floods have marked
its history?. Because of its position and its
geographical configuration, Central America
has mechanisms of its own to reduce its
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vulnerability. In particular, biodiversity is a
mechanism that employs nature to reduce
vulnerability to natural disasters (see
Chapter 9).

The isthmus is characterized by its
great biodiversity and large areas of humid
tropical forest. Forest covers approximate-
ly 181 million hectares, 35% of its total ter-
ritory (1996 estimate). Eight percent of the
worlds mangrove surface and the planet’s
second largest barrier reef form are found
in the region. Central America contains
almost 12% of the Latin American and
Caribbean coasts, including 567,000
hectares of mangrove, 1,600 km of coral
reef, and 237,000 km? of continental shelf.
The coasts host almost 22% of the region’s
population, produce at least US$750 mil-
lion through fishing activities, directly pro-
vide work to 200,000 people, and are
inhabited by at least 250,000 indigenous
peoples who depend directly on their
resources (CCAD, 1998).

Because of its hot, tropical climates, the
isthmus has hydro resources superior to
those of many countries in development.
The average annual precipitation levels are
relatively high, reaching almost 7,500 mm
in some parts. Seemingly, pressures over
water availability for the existing popula-
tion are not justified. However, rain water
is distributed unevenly throughout the
region, human settlements have affected
the ground water, and unsustainable agri-
cultural practices have diminished the abil-
ity to “harvest” water.

It is estimated that 27% of the regional
territory is overutilized, 22% is underuti-
lized, and 51% correctly utilized. Between
1960 and 1995 more than two million
hectares of forest were lost. Deforestation
has diverse and deep-rooted causes, rang-
ing from cultural to economic patterns: the
clearings made for agricultural activities
and cattle raising, extraction of wood, use
of firewood for cooking, and urbanization.
For example, in 1996, 92% of the total
wood production was used for firewood,
and the remaining 8% was for industrial
usage (CCAD, 1998). The destruction of
forest has affected fauna through loss of
natural habitats and the overexploitation of
resources, worsened by legal and illegal
traffic in wild species.

Countries say that they are undertaking
actions to protect forests (by creating
national parks and protected areas, for
example), but their efforts have still not
been able to curb the destruction. At the
regional level, the Central American
Council for Forests and Protected Areas
(CCAB-AP) has potential, but is still in its
beginning phases. The best conservation
experiences include civil society participa-
tion. The region has 32 protected areas of
international importance: 17 RAMSAR sites
(Agreement Concerning Wetlands of
International Importance), 8 global
resource sites, and 8 biosphere reserves.
The Central American System of Protected
Areas (SICAP) has a total of 704 protected
areas, of which 391 are officially declared
and 313 are at the proposal stage. Their sit-
uation is gravely threatened due to lack of
economic resources.

Regional Population Grows Rapidly

At the beginning of the 1950s, Central
America hosted a little more than 11 mil-
lion inhabitants. Almost 50 years later, this
statistic has tripled, reaching almost 35
million. Today, the population density of
the isthmus is 65 habitants per km?. Half of
these inhabitants are women, one in five is
indigenous, and almost one in three is
Guatemalan. In addition, four of every ten
people are children or young people 14
years of age and under. Seniors (60 and
over) make up six of every one hundred
inhabitants. A little over half of the region’s
people live in rural areas, and one in every
five are in the region’s 26 cities with popu-
lations of over 100,000 inhabitants. El
Salvador is the smallest and most densely
populated country, with a density almost
thirty times greater than that of the least
populated country, Belize (Table 1.1).

Demographic Transition in Progress

During the 1995-2000 period, more
than 1.1 million births and a little over
200,000 deaths occurred in the region every
year. As a result of this, almost 900,000 peo-
ple were added per year, which means a nat-
ural growth rate of 26.2 per every 1,000
inhabitants. If migration is subtracted from
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TABLE .1*1 W

Central America: Estimate’d?a;:&fétian for 1998 According to Area of Residence,
Masculinity Index, Territorial Area and Population Density (by Country)

Country Total population
{in thousands}  population population

Tota
Belice
Costa Rica
H Salvador
Guatemala
Honduras
Nicaragua
Panama

346780
23340
32,8400
50310
10,8620
61480
48070
2,761.0

Urban Rural

16,7010
13l
1,960.0
32294
421717
28464
28258
1.568.0

% of population
urban rural

179270 | 481 518
1193 488 510
19400 495 505
28016 S35 465
65843 390 610
33016 463 537
19812 888 41
1,190 567 433

Area
{km?)

Masculinity
index

Density
{inhab./kmy)

532,850 650
23.963.0 9.7
102.3 50,900.0 754
96.3 20,9350 2881
1018 108.889.0 992
1016 1120880 548
997 1390000 345
1020 77,0820 359

100.6

Sources: Sauma (1999) The population estimates for 1998 were obtained from CELADE {1998), The population data by sexin.
1998, necessary to calculate the masculinity index, were taken from CELADE (1997b). The percentages of urban and rural pop-
ulation are an average of 1995 and 2000 data and were taken from CELADE (1995), except for Belize, which is a 1997 esti-
mate taken from NHDAC (1998). The statistics on territorial area come from Menjivar and Rodriguez (1998), expect for Belize,
which was taken from NHDAC {1998},

“The perception of
being a region, is it
an external phe-
nomenon of the
region and then a
pressure from out-
side to inside?”

LEADER,
NON-GOVERNMENT
ORGANIZATION FOR
THE PROMOTION
OF DEVELOPMENT,
GUATEMALA

the natural growth rate, since Central
America expels people, the population
increase is closer to 850,000 (see Chapter
14).

According to the Latin American
Demographic Center (CELADE), Central
America is in a moderate demographic tran-
sition (CELADE, 1997b)>. CEPAL (1996)
classifies El Salvador, Guatemala, Honduras,
Nicaragua, and Belize, which have 81% of
the regions population, as countries in
moderate transition. This is based on the
fact that they still show high indices of birth,
mortality, and population growth. It also
classifies Costa Rica and Panama as coun-
tries with completed transitions because of
their lower rates of population growth.

Living Conditions Improve
but Widespread Poverty Persists

Central American population’s living
conditions improved in the second half of
the twentieth century, as the indicators on
life expectancy at birth and infant mortali-
ty rate reflect’. According to data from
CELADE, life expectancy jumped from
45.5 years during the 1950-1955 period to
an estimated 68.9 years in the 1995-2000

period, representing a total gain of 23.5
years. The greatest gain was for women,
with their life expectancy increasing 25.3
years as compared to a gain of 21.8 years
for men. Infant mortality rate for the region
as a whole fell from 143.5 per 1,000 live
births in 1950-1955 to an estimated 37.1
per 1,000 for the five-year period 1995-
2000. Guatemala and Costa Rica represent
the regional extremes in terms of life
expectancy and infant mortality, with dif-
ferences of 12.3 years and 32 fewer deaths
per 1,000 inhabitants, respectively, in favor
of the latter (Table 1.2). Throughout the
region, but especially in Costa Rica, El
Salvador, and Panama, the challenge of
assisting seniors, that is, guaranteeing sub-
sistence and the specialized services that
this population requires, is emerging.

As a result of constant regional and
national efforts, more than 80% of minors
under one year of age are vaccinated with
six types of vaccines (diphtheria, pertussis,
tetanus, poliomyelitis, tuberculosis, and
measles), with the exception of Guatemala.
Thus, in the period 1990-1995, poliomyelitis
was eradicated in Central America.
Diphtheria was also eliminated, and
measles, pertussis, and tetanus were also
on verge of being abolished.
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_TABLE 1.2

Central America: Principal Demographic Indicators
Estimated According to Country, 1995-2000

Indicator Total  Belice CostaRica ElSalvador Guatemala Honduras Nicaragua Panama

Fertility:

Crude birth rate (%) 323 309 233 217 36.6 335 36.1 225

Total fertility rate 41 36 28 32 49 43 44 28

Net reproduction rate 20 14 15 2.4 il 19 13

Nortality:

Crude mortality rate (%) 6.2 4.3 39 6.1 14 54 58 5.1

Infant mortality rate (%) ’. 12.1 320 46.0 350 434 214

Life expectancy at birth;

Both sexes {years) 685 /48 76.5 694 64.2 69.8 68.2 740
Men (years) 659 s 745 66.5 614 675 658 718
Women [vears) 1 162 192 75 817 113 08 764

Population growth:

Natural growih rate (%) 262 194 216 292 281 303 174

Migration rate (%) e 5.3 13 28 0.7 =30 1.0

Total gmmh rate (%) 2431 080 248 204 264 214 213 164

Source: ?fepareff with fz}fam}atfm taken from CELADE [1998) and for Belize, from OPS (1998).

Centfat ﬁxmenv:a"* Growth of GNP ;mr Capita i in the Se:omi Half uf the Twentmth
Century (Annual Average Rate of Growth)

Regional s}maal growth Annual growth of GNP Annual gf{)wth of GNP
of GNP per capita * per capita of countries per capita of countries
without wars ° . withwars®

1950-1960 W « 1 ~ L
1960-1970 i 29 26 ' 3.1
1970-1980 1.2 2.1 0.5
1980-1990 ' 20 11 3.7
1990-1996 © 17 t 01 20

a/ Includes five countries: Guatemala, Honduras, El Salvador, Nicaragua, and Costa Rica, i‘h&;& wasno mformatmn available
for Panama and Belize. :
b wezghtgd average of countries’ GNP per capits, according to their population weight in the region.

¢/ Honduras and Costa Rica.

df Guatemala, tl Salvador and Nicsrsoua.

e/ From a different information source.

Sources: ?‘«'%}r the period 1950-1990: MIDEPLAN (1998} and CELADE (1997). For the period 1990-1996: fiﬁém (1998).
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“Central America
is a region that in
many things does
not work as well.
Each day is more
evident the hetero-
geneity as a regional
characteristic.
Even in terms of
tradition of popu-
lar rebelliousness,
it is different in
cach of the coun-
tries”.

RESFARCHER OF AN
INTERNATIONAL ORGANI-
SATION, GUATEMALA

Other social indicators for the region
show a tendency to stagnate, however, and
in some countries, to regress. This is the
case of the gross national product (GNP)
per capita, whose growth decelerated in
the 1970s and turned negative in the
1980s (Table 1.3). Nations that suffered
internal conflicts registered, in general, a
deficient performance during this period.
CEPAI5 estimate for the period 1990-1996
suggests a modest recuperation of the
regional GNP per capita, which grew an
average of 1.7% annually.

Finally, widespread poverty persists in
the region. Three of every five Central
Americans live in conditions of poverty,
and two of every five are indigent or in
extreme poverty® (see Chapter 6). As will
be explored below, the countries and areas
with fewer human development achieve-
ments are the most affected.

Change in the Economic
importance of the Countries

The economic importance of the
Central American countries has changed
substantially over the last few decades
(MIDEPLAN, 1998). In 1920, Guatemala
and Fl Salvador had the largest economies
and represented a total of 55.7% of the
total Central American production
(excluding Panama, for reasons of informa-
tion availability). Guatemala alone con-
tributed 33.4% of the total. In 1980, Costa
Rica substituted El Salvador as the second
economy, and in 1990 represented, togeth-
er with Guatemala, 62.4% of the total
Central American production. In addition,
in 1920 the size of the various economies
was much more similar than in 1990. For
example, the participation of each coun-
try’s economy in this first year fluctuated
between 12.5% dnd 33%, while in 1990,
between 6.8% (Nicaragua) and 39.2%
(Guatemala).

Economies with
Different Levels of Regional Linkages

The isthmus shelters economies with
very distinct levels of linkage, from those
for whom Central America holds a strong

economic importance as the source and
destination of their foreign trade, to others
for whom the rest of the region does not
represent a relevant market. The most pop-
ulated countries, located in the north, have
the economies with the most trade ties
within the region. For Guatemala and Fl
Salvador, the first and third economies in
the region, the rest of Central America is a
major source of foreign exchange, repre-
senting 18.5% and 31.5% of their com-
mercial movement (exports and imports),
respectively. In addition, they are key
countries within Central American com-
merce, concentrating 66% of the intrare-
gional exports between the two of them
(Table 1.4). Panama and Honduras are on
the other extreme, with Central America
carrying little weight within their total
trade movement. Neither do these coun-
tries figure strongly within the totality of
regional exports.

Nicaragua and Costa Rica are special
cases. For Nicaraguan commerce, Central
American is important, but its contribution
to business within Central American is
small. This is consistent with the limited
size ol the Nicaraguan economy (Graph
1.1). The opposite situation occurs in
Costa Rica.

In 1997, intra-Central American trade
reached its highest volume in history®, the
result of consistent recuperation since
1987. Nevertheless, it hasnt regained the
importance that it enjoyed at the beginning
of the 1970s within the region’s total for-
eign trade (Graph 1.2). Note the abrupt fall
at the beginning of the 1980s, the period in
which civil wars worsened.

New Round of Regional Integration Is Built
Upon a Notable Political Achievement

As was mentioned at the beginning of
this chapter, Central America has been the
only region in the world capable of peace-
fully solving prolonged civil wars in the
last few decades through a combination of
regional and national actions rather than
international political or military interven-
tions’. In 1987, Esquipulas 1I established a
peace program to solve three civil wars that
had implications for the East-West conflict
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GRAPH 1.1
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(Solis and Rojas, 1994). This regional effort
is without precedence. It was an initiative
of small countries developed in spite of
opposition from the main world power. In
addition, governments with deep ideolog-
ical differences between them were party
to the conflict®.

Demonstrating that a regional effort can
have important national consequences,
Esquipulas Il renewed Central American
governments’ interest in integration.
The resumption of periodic presidential
meetings led to a new round of regional
integration, through which a renovated
agenda of development, peace, and
democracy was established with the sign-
ing of the Tegucigalpa Protocol (1991),
ALIDES (1994), and the Treaty on
Democratic Security (1995). New regional
institutions were created, almost a third of
which still exist in 1999. New environ-

mental, social, and political topics were
incorporated in the regional agenda, and
new participants like Panama, Belize, and
the Dominican Republic were brought in
(see Chapter 11). In addition, this round
was based on a strategy of an open region-
alism, in contrast to that adopted by the
Central American Common Market
(MCCA) thirty years ago, which was based
on import substitution (see Chapters 2, 5
and 11).

At the end of the twentieth century, this
new round of integration is much more
complex than that of the past. First, its
objective is to promote human develop-
ment in countries with very diverse
economies and societies, rather than the
more simple objective of creating a pro-
tected regional market (see Chapter 12).
Second, civil society actors are participating
in this process, a group that had traditionally

“At higher harmo-
ny of democratic
climates and
respect to human
and civil rights at
national level as
well as regional, it
will be possible a
more effective inte-
gration”.

RESFARCHER AND ACADE-
MICIAN, EL SAIVADOR
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TABLE ‘1.4

. ax{tmi America: Wasght of Centl Within Total Foreign Trade
of ﬁach ﬂnﬁﬁtm and Wazght of c?% Withi tral Ameman ﬁx;mrts
ercel

Country - Wei gﬁwfﬂmmi America Weight of Country Within
5 in tha Total Foreign Trade ' Intra-Central American
, M‘}mw

£l Salvador , 5 230

Nicaragua - 6.0

Guatemala ' .. 188 ( 390

Costa Rica . 108 25.0

Hopdyas - . 100 . 60

that weﬁs ami imports toward and from Cemrai J&marzt:a
tatai commerce as cm‘wd

Zam izf Coln.

Sources: Prepared based on information from CEPAL (1977). In armzfg}é(’m Panama from Jované (1999),

GRAPH 1.2

Central América: Participation of Intraregional Trade Flows
Within Countries Total Foreign Trade, 1970-1997
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not been involved (see Chapter 13). Third,
business groups are carrying out microeco-
nomic integration endeavors that are not
very visible but are very dynamic (see
Chapter 12). Fourth, there is an effort to
reach institutional integration of an inte-
gral nature, amidst tension generated by
efforts to move forward on integration in
terms of community content, as opposed
to a traditional plan of only intergovern-
mental cooperation. And fifth, a new con-
cept of regional vulnerability has emerged,
which requires a Central American strategy
with coordinated actions.

The political conditions in the isthmus
add more complexity to integration. On
the one hand, the new round arises in a
postwar period, with governments and
societies pressured to resolve serious
national social and political problems. This
means, in other words, an integration pres-
sured not only by the necessity to show
tangible results, but by the imperative to
struggle for priority alongside national
challenges. On the other hand, in contrast
to the past, the plurality of visions on
Central America (see Chapter 2) and soci-
etal multiculturalism (see Chapter 3) can-
not be ignored, since today integration is
made among democratized political sys-
tems.

The Democratization Drive Gains Ground

None of the authoritarian regimes
existing in 1978 survive today in Central
America. Though democracy was an
exception until a few years ago, today all
the countries, even the oldest democracy,
are experiencing a democratization drive in
both national and local governments (see
Chapter 8). Governments are elected by
their citizenry; armed forces, where they
exist, are more and more subordinated to
civil power; human rights violations are
not, as in the recent past of various
nations, State policy; and new forms of
political and institutional control, still
weak in many cases, are being exerted over
public authorities.

The strength and even existence of this
democratization drive are, in some coun-
tries, the object of intense public debate.

Many weaknesses persist within these
nascent democracies; for example, the
scant inclusion of indigenous peoples as
full citizens, significant disparities in terms
of open and transparent electoral systems,
and weaknesses within the “legal State” in
terms of dealing with miscarriages of jus-
tice and impunity. In every country, the cit-
izenry expresses growing doubts and apa-
thy toward politics, and its personal and
legal security is precarious (see Chapter 8).

The existence and importance of the
democratization drive is, however, unques-
tionable. This vigor is the work of genera-
tions of Central Americans, won at great
cost. Today, finally, democracy has become
a regional commitment, first taken on with
the Tegucigalpa Protocol and ALIDES, as
well as a constitutional guarantee in all
countries.

Regional Divides

Region and regional integration are
different concepts that are not mutually
dependent, even though in Central
America, for political and historic reasons,
they have been used as synonyms’. A
region is the territorial expression of his-
torical processes, usually unplanned,
through which population groups develop
day-to-day ties that, though often asym-
metric and even contradictory, are capable
of creating a functional unit that is territo-
rially delimited and delimitable. Regional
integration is the result of policies and
strategies whose goal is to link diverse
economies and societies in a region. This is
accomplished through the creation of an
economic, social, and political space ruled
by a common institutional framework, not
necessarily a common government, that
establishes common rules and modes of
operation'.

The Central American isthmus is tra-
versed by multiple asymmetries that go
beyond national political borders, and hin-
der it from functioning socially, politically,
culturally, and economically as an integrat-
ed region. In some cases, they even disrupt
regional dynamics. Perhaps the largest of
these asymmetries rests in the differences
in Honduras’ and Nicaragua’s development
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“It is necessary to
differentiate
between the process
of regionalisation
and the process of
integration. While
the integration is a
construction from
central states, the
regionalisation is a
construction from
the society”.

RESEARCIHER AND
ACADEMICIAN,
COSTA RICA

with regard to the rest of Central America.
Analogous to the geological faults that sep-
arate the plates in which the oceans and
the continents rest, these regional asymme-
tries are deep economic, social, and cultural
fissures that separate ethnicities, societies,
and countries. They are the elements that
point out obstacles, or from another per-
spective, challenges, to integration and
human development in Central America.

Widening Gaps in Human
Development Among the Countries

First among the regional divides are
differences in human development. Only
20% of the Central American population
live in countries with high levels of human
development, according to the Human
Development Index (HDI) that the UNDP
publishes (Table 1.5)!. The majority of the
region’s population live in the four nations
rated as having medium incomes: Guatemala,

El Salvador, Honduras, and Nicaragua. If
the region were a country, in 1997 it would
have occupied 104th place out of 174
countries, with achievements similar to
those of Georgia and the Republic of
China.

In spite of these limitations, the HDI
allows inference of some general tenden-
cies?. For example, few regions in the
world have, within such a small territory,
gaps like those found in Central America.
The intraregional gap is greater than the
average distance between the HDI of
industrialized countries and that of devel-
oping countries (1.58 times). The gap
between the Central America country with
the best position in the HDI and that with
the worst is 94 positions. Because of this, a
national standard similar to a small coun-
try in the European Community, like
Portugal, and a standard similar to an
impoverished African country, like the
Cote d'Ivoire, coexist within the region.

Central America: Achievements in Human nevaiapmm Ax:catdmg to the HDI

Country ¥

Costa Rica
Panama
Relico
Guaterata
£l Salvador
Honduras
Nicaragua
Region

Regional myu%atiaa

HDI ;mitiaa ,
(%) within iha mﬁd ¥
11 , 34 {a&a}
80 . 45(868)
bnz « 63 (80,7}
312 1is1s
178 114 (60.4)
174 « 119.(57.3)
g L 12&{%?}

HDI is the UNDP's Human D

v

I ﬁi& case of ti’ie renio
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countrias ¢
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Gaps in Human
Development Within the Countries

Human development gaps within indi-
vidual countries form a second regional
divide"™. It would seem that all of the coun-
tries are divided into areas of high and low
human development™. In Guatemala, for
instance, the HDI value of the highest rated
province is 2.3 times that of the lowest
rated province. In Honduras, it is 2.1 times
the lowest value, and in El Salvador, 1.6
times (these are the only countries with
HDI measurements disaggregated by
province). The evidence for Costa Rica,
although not with HDI values, suggests a
similar situation (Table 1.6).

A total of 26 provinces in the three
countries that have disaggregated HDI
information are qualified as having a low
level of human development, approximate-
ly 50% of the total number of provinces.
Only one, where Guatemala City is locat-
ed, reaches the international category of
high human development. Proportionally,
El Salvador is the country with the fewest
provinces having low development levels®.

In general, which are the provinces of a
country that have the best and worst per-
formance in the HDI, or similar measures?
Table 1.6 shows that, with the exception of
Honduras (in which the province where
Tegucigalpa is located occupies second
place), the zones with the best human

Central America:
Development Differences Within Four Countries”

lowestrated  HODI
differential® rated province

Location of lowest  Neighboring countries

Country  Bestrated
~ in HDI extremes”

pravince province

Rural nofonteiizo . Mauricio 61) Yemen (151)
lordania (87), Kenya {130}
Bulgaria (67), Costa de Marhl (148)

Guatemala  Guatemala (829} AllaVempar (355 13

Honduras® - lslasdelaBalda (78.7) tempia (36.8) 2.1 Rural fronterizo

|
ElSalvador  SanSavader (72.1)  Memzén 458 16 Rural, bonterizo

i

|

CostaRicd Floes (B1 6B Tlamanca (10.5)

a/ Panama and Nicaragua do not have national reports on
sustainable human development. Belize’s report does not
have a disaggregated human development index or other dis-
aqgreaated development indices, For these reasons, i‘iaése
countries are not included in the table

b/ Costa Rica appears with italicized letters because ils ;nfcsi»
mation, due to lack of a recent population census {the last
was from 1984} does not come from a HDI caloolation by
province. as it does for the other countries In order to illus-
trate the internal differences, an update of the Social
Development Index (501 canied out by the Ministy of
National Planning and Economic Poliey was used. This s
Based in the SDiof 1994 alternative sectors (4), This infor-
mation i given by municipality and not by province as it is for
other countries,

¢/ in the case of Hondwas, the disaggregation for HOL by
province implied methodological changes, which means that
the index K8 not comparable with those on countries of the
waorld published by the UNDP However because it is inspired

Rural, fonterizo

by the concept of human development a comparison is
included in the final column for purely illustrative purposes.
df For an explanation of the values in the column entitled
“HDI differential® see note d of Table 1.5, Here the unit of
reference is adapted.

e/ In the final column, "Neighboring countries in HDI
extremes,” the HDI value obtained by the highest rated
province is compared with the international point system
published by the UNDP The Histnumber refers to the country
with the value immediately above the best-rated province,
and in parenthesis is ranking. The second number refers to
the country with the value immediately above the province
with the worst rating, and in parenthesis s ranking.

Sources. Guatemaly: UNDE (1998) Fl Salvador UNDP
{1997} Honduras: UNBP (1998) Counties in the world:
UNDFE [1998) Costa Rica: MIDEPLAN {1999
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“There are situa-
tions of potential
conflict in the
region: social, eth-
nical and among
the countries. For
example, violation
to human rights to
undocumented
migrants in Costa
Rica, the disputes
in the Gulf of
Fonseca, the dis-
placed population
in the boundary
between Honduras
and El Salvador”.

PUBLIC EMPLOYEE,
COSTARICA

development are those where capital cities
are located. Rural and border zones, and
those isolated from the capitals, on the
other hand, have the least access to human
development. In Costa Rica, the munici-
pality of Talamanca, which borders
Panama and is the primary area where
indigenous populations are located, is the
worst qualified in the Social Development
Index (SDI) that MIDEPLAN publishes.
The evidence found in Belize, the only
English-speaking country, suggests a pat-
tern similar to the rest of the regions.

Gaps Between Social Groups

A third regional divide is represented
by the differences between social groups
within countries. Beyond national differ-
ences in human development, all of the
countries show, to a greater or lesser
degree, similar patterns of inequality.
These domestic equity gaps impede
regional integration efforts since creating
an integrated region is difficult when the
task must start with countries that are
internally divided.

Inequalities in Income Distribution
and Access to Quality Employment

In Central America, income and wealth
distribution continues to be highly concen-
trated, and it is not improving, even in
Costa Rica, according to recent measure-
ments of the Gini coefficient (Kunar &
Lustig, 1999)". Traditional export activi-
ties, especially agriculture and assembly
plants, and above all textiles, continue to
be sources of wealth for the owners but not
necessarily for the workers. The latter
receive low salaries throughout the region,
though there are notable differences
between countries (see Chapter 6). New
export activities, the expansion of services
and especially those in finance, tourism,
and other activities of the modern sector,
seem equally concentrated in a few hands.

In the 1990s, open unemployment
affects around 10% of the economically
active population (EAP), but the region’s
primary problem is subemployment. On
average, 40 of every 100 new urban jobs

are created in the informal sector of the
economy, a sector strongly linked to pover-
ty'®. Twenty percent of the salaried urban
population receive pay below the legal
minimum wage. However, there are large
differences among countries in terms of
minimum wage and (effective) protection
of workers’ rights (see Chapter 6).

Inequalities in Access to
Education and Health Services

Inequalities in access to the basic ser-
vices of health and hygiene prevail in the
entire region; indicators continue being
unsatisfactory in relation to standards
accepted in international fora. The estimat-
ed infant mortality rate for the isthmus is
38.2 for every 1,000 live births. Infant
malnutrition is a serious public health
problem, with chronic malnutrition affect-
ing an estimated 24.5% of Central
American children—one of every four. In
terms of basic sanitation (sewage and other
systems for elimination of human wastes),
25% of the population has no adequate
system, an especially serious problem in
rural areas.

Reform processes in health systems
have been initiated in all countries; there is
no guarantee or evidence, however, that
these processes will be sufficient, at least in
the short term, to reduce the inequalities
and reach accepted international standards
(see Chapter 6).

Currently, almost one in every three
Central Americans aged 15 years and older
is illiterate. The situation is more serious in
Guatemala and Nicaragua, among women,
in rural zones, and within the indigenous
populations. In 1997, one in every five
children 7 to 12 years of age, and one in
every three young people from 13 to 17
years of age were not enrolled in school.
The preschool population is also very low.
This signals insufficient action in terms of
coverage and school retention, as well as in
educational equity.

Of every 1,000 students who enter first
grade, only 604 successfully complete the
sixth grade. They take an average of 8.5
calendar years to graduate from elementary
school; in other words, 1.4 calendar years
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for each school year. At least one in every
four primary schools has only one teacher;
this type of establishment serves 5% of all
students. Twenty-two percent of all
preschool, elementary, and secondary edu-
cation teachers is not certified.

Public spending on education, covering
all educational levels, was, in the 1994-
1995 period, $38.70 per capita (in 1998
US$), almost 3.4% of the regional GNP,
Payment of salaries represents the largest
part of spending in education, in spite of
the low salaries paid, and little remains for
investing in and purchasing of teaching
materials and equipment. All countries
have begun educational reforms, but there
are no signs of adequate follow-up and
evaluation, so little is known regarding
advances or achievements. Horizontal
cooperation mechanisms in this field are
weak (see Chapter 6).

Inequalities in Access
to Housing and Basic Services

Toward the beginning of the 1990s,
53% of Central American housing units
were considered adequate, 23% (more
than a million) irrecoverable, and the
remaining 24% in bad condition, but
recoverable. Nicaragua and El Salvador are
the countries with the largest percentages
of irrecoverable homes (45% and 34%,
respectively). Toward the middle portion
of this decade there was an estimated total
deficit of 2.5 million houses, without con-
sidering the impact of Hurricane Mitch—
1.3 million because of quantitative deficits
and 1.2 million for qualitative deficits
(Sauma, 1999). Approximately 31% of
Central Americans have no access to health
services, and this percentage is higher in
rural zones and in Guatemala, Honduras,
and El Salvador (see Chapter 6).

Many communities have been devel-
oped in high-risk zones. When it is possi-
ble to move resident families from these
areas, their place is almost immediately
occupied by other families, as has occurred
in Tegucigalpa and Guatemala City. As a
result of Hurricane Mitch, the housing
deficit grew, especially in Honduras and
Nicaragua.

Gender Inequalities

The situation of women is clearly more
disadvantaged than that of men. In the
entire region, the HDI value lowers when
the inequalities that women suffer in edu-
cation, health, and income are examined.
This is reflected in the Gender-related
Development Index (GDI), calculated by
UNDP In addition, women have access to
lower payed and poorer quality jobs and
have lower levels of political participation,
as is reflected in the Gender Empowerment
Measure (GPI) (Table 1.7). For example,
while the country with the highest HDI
value in the world has a value 1.08 times
higher than that of Costa Rica (the highest-
rated Central American country), the
nation with the best GDI value has a value
1.15 times higher, and that with the best
GPI value has a value 1.57 times higher.
The width of this gap, when gender
inequalities are considered, occurs in all
Central American countries for which
information exists.

Other evidence of gender inequalities
includes the following: lower rates of
female participation in the labor market
and higher rates of open unemployment.
[lliteracy rate is, in regional average, 18.3%
higher for women. With respect to the
feminization of poverty, while in Costa
Rica, El Salvador, and Honduras the
female-male ratio® is higher among poor
people, the contrary occurs in Guatemala,
Nicaragua, and Panama (Kanbur & Lustig,
1999). In reproductive health, the percent-
age of women who use contraceptives,
(around 1990) was just 45%, with differ-
ences among the countries. Guatemala and
Nicaragua showed the lowest percentages.
Finally, domestic violence, especially
against women, continues to be a serious
problem. New is the growth in institutions
that deal with this problem and growth in
the number of police reports made by the
population (see Chapter 11).

Indigenous Peoples
Experience Multiple Inequalities

The indigenous population rose to 6.76
million people in 1992, almost 20% of the
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total population of the region. A large part
of this population reside in Guatemala
(almost 80%). Diverse studies coincide in
showing systemic inequalities that affect
indigenous peoples. Independently of the
country in which they live, these include
lower life expectancy and access to educa-
tion, and greater rates of school desertion,
mortality for preventable diseases, malnu-
trition, infant mortality, maternal mortality,
and, in general, greater incidence of pover-
ty than nonindigenous populations (OPS,
1998) (see Chapter 6).

Differences in Business Climates

The differences among countries in
their process of homologizing economic
policies and national legal frameworks
affecting key areas for equality regional
economic life represents a fourth divide®.
Certainly, in the present decade, the eco-
nomic development strategy applied by the
Central American nations promoted the
opening up of markets and the moderniza-
tion of the productive sectors, including
their legal and institutional frameworks.
Countries have also reached a level of
macroeconomic stability (see Chapter 5)*'.
They have improved the business climate
and initiated processes of economic reform
based on agreements with the International
Monetary Fund (IMF), the World Bank
(WB), and the Inter-American Development
Bank (IDB)®. However, large barriers still
persist, which weaken integration efforts
and produce unequal and changeable busi-
ness climates (see Chapter 12).

First, in spite of regional agreements,
the increase in direct foreign investment
has provoked and extremely active compe-
tition among various Central American
countries. Much of this investment is
directed to intensive activities that use
unskilled labor, such as textile assembly
plants (maquilas). Each country has been
bestowing growing concessions, including
the modification of existing legislation, to
favor these investments (see Chapter 5).

Second, the financial economy of the
isthmus’s countries is extremely unequal.
Tax burdens are very different, with

Guatemala and El Salvador having the
least. In these countries, the burden is
around 10% of the GNP around half of
what it is in Costa Rica and Panama, with-
out including social security payments.
The external public debt and its service
constitute an especially serious problem in
Nicaragua, as well as in Honduras. In the
case of Costa Rica, the external debt was
alleviated in the 1990s, but the problem of
domestic debt has grown more serious. Its
service amounts to various points in the
GNP The other countries do not have seri-
ous debt problems.

Third, in spite of the dynamism of the
financial sector within the region (see
Chapter 12)®, notable differences persist
between countries. While Panama is an
international financial center, countries
like Honduras and Nicaragua have little
financial depth or appeal. Financial expan-
sion has not been accompanied by legisla-
tive changes. Because of this, weaknesses
in the regulatory and supervisory functions
of the State have appeared, which have
given way to fraudulent bankruptcies that
have harmed small savers. Fundamentally,
banks serve the largest businesses. Access
by micro- and small rural and urban busi-
nesses to the financial system continues to
be very weak and dependent on interna-
tional cooperation. In addition, regulatory
frameworks continue to have a national
character.

Fourth, business efforts of a regional
character run up against the lack of a
Central American legal framework (see
Chapter 12), which would aid businesses
to carry out activities in other countries.
Neither have international negotiation,
mediation, or arbitrage mechanisms been
developed for the resolution of legal dis-
agreements (see Chapters 7 and 12).

Gaps Between the Central
American Pacific and Caribbean Zones

The historic separation between the
Pacific and Caribbean zones forms a fifth
regional divide. This gap obstructs the
active participation of the majority of the
Central American countries in the economic,
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TABLE 1.7

Central America: Value, Position, and Differential Achieved
in the Gender-related Development Index and the Gender
Empowerment Measure (1997)

Country HDI Value GDI Value ¢ GPI Value ®

{osta Rica 849 818 50.3
(1108 {1.15) (1.5

fanama 868 804 466
a4 Hin (170

Belice 80.7 689 47.1
(1.19) {1.36) (1.68)

Guatemala 515 49 479
{156 0un 1155

E Salvador 6.4 583 450
{1.59) a0 {1.65)

Honduras 573 544
{168 {173

Nicaragua a4 526
(1,76 (1.79)

Renion 64.8 50.3
(1.48 {1.56)

Ihe numbers iiside parentheses indicate the achievement differential, that is. the number of times
that the country with the highest HDI, GDI, and GPI values surpasses the respective Central
American country.

4l GDI measures the inequalities between men and women in each of the HDI components, thus it
shows the differences in human development achievements by sex. Information exists on 163 coun-
ties,

bi The GPI shows the participation of women in political life, the labor world, and in income gener-
ation, with respect to men. Information exists on 104 countdes.

Source: UNDP (1998
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Total

Belice
Costa Rica
Ef Salvador
Guatemala
Handuras
Nicaragua
Panama

' afﬁmm on this topic consider
Source: OPS, 1998,

social, and cultural life of the Greater
Caribbean. It has also generated territorial
and social inequalities within the countries
and a history of cultural discrimination
(see Chapters 2 and 3).

At the end of the twentieth century, the
inheritance of the colonial period can be
felt in Central America: a weak presence of
national States within the Caribbean
seaboard, with the exception of Belize and
Panama. Seventy percent of the population
resides on the Pacific seaboard, which is, in
addition, site of the principal economic
activities in the region (see Chapter 4). The
historic separation between the Pacific and
Caribbean is reflected in distinct ways.
First, the separation between traditional
Central America (made up by Guatemala,
El Salvador, Honduras, Nicaragua, and
Costa Rica) and Belize and Panama (see
Chapters 2 and 3). Second, in the tradi-
tional Central American countries, with
coasts on both oceans, the territories and
populations of the Caribbean slope have
been separated from the main political and
administrative centers. This isolation has
been due to lack of communication routes,
as well as legal barriers to peoples free
movement. Third, the economy of the
Caribbean has historically been based on a
combination of enclave economies, subsis-

his datum to be overestimated and place it at loser 10 6%.

tence activities, and services for international
business; the economy of the Pacific, on
the other hand, has been based on a com-
bination of ranches, subsistence activities,
and more recently, industry. Finally, the
inhabitants of the Central American
Caribbean developed cultures tied to the
insular Caribbean societies, clearly differ-
ent from those of the Central American
Pacific (Arrivillaga, 1999; CIRCA, 1996).

Societal and Environmental Fragility and
Vulnerability Undermine Regional Ties

The sixth regional divide is that repre-
sented by the fragility and vulnerability of
its societies*’. This situation magnifies the
potential of natural phenomena to damage
populations, their productive base, and the
physical infrastructure that connects the
region (see Chapter 9).

Central America is a zone impacted by
recurrent phenomena and disasters, and
lives under a constant threat. The recent
Hurricane Mitch, in October 1998, caused
the greatest regional damage registered to
date, but each of the countries had experi-
mented disasters with equal or more seri-
ous effects. If the economic impacts of all
of these natural disasters were registered
together in the form of national “accounts,”
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regional economic growth would be
reduced by close to a third (extrapolation
based on CEPAL estimates for the decades
of 1960 and 1970) (see Chapter 9).

Among the factors that increase Central
America’s environmental fragility are those
related to use of territory, including the
unorganized and insufficiently planned
urbanization process, and those related to
the adoption of unsustainable practices.
The latter include the inadequate disposal
of wastes, the overuse of hydro resources,
the poor treatment of sewage, the use of
herbicides and insecticides in agriculture,
deforestation, and hillside agriculture
without plans for soil management and
conservation.

Some countries have begun actions
dealing with disasters (early warning, evac-
uation, first aid), but few have done any-
thing in terms of prevention and mitiga-
tion. The latter would include attacking
the sources of vulnerability to reduce the
impact of these events, given the impossi-

bility of avoiding their occurrence.
According to some experts’ judgment, the
prevention and mitigation of disasters is
one of the deferred tasks of development.

The Challenges of
Sustainable Human Development

ALIDES laid out, as Central America’s
main challenge, its consolidation as a
region of peace, liberty, democracy, and
development. This requires the constitu-
tion of a pluralist community, based on
human security, economic growth, social
equity, environmental sustainability, and
the robust ties of Central American coop-
eration.

The First Report on Sustainable Human
Development in Central America studies,
in depth, the region’s performance in some
strategic areas laid out by ALIDES. It
reveals a series of deep-rooted obstacles
that slow the advance toward an integrated
region. If these are not addressed urgently,
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re@zgms no borders or central banks.
International scenarios are what force
| these changes. When Interpretacion del
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| frontation between two systems, social-
ism and capitalism,
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have lost our way. Where are we head-

 ing, really, at this century’s end?

the advances already gained could be in
danger. These obstacles constitute chal-
lenges that cannot be deferred. They are
difficult but not impossible to address, and
postponement of solutions would do much
damage to Central America.

D The challenge of pluralism. Chapter 2
explores the plurality of visions of the isth-
mus as a condition of contemporary
Central America. It highlights the impor-
tance, for regional development efforts, of
converting this plurality into pluralism. In
other words, there is a need to add dia-
logue to this general level of tolerance in
order to arrive at new understandings.

Thanks to the direct testimony of dozens of per-
sons, it is possible to suggest that within the isth-
mus’s governments and societies diverse visions
of Central American identity coexist. The question
“Does Central America exist?” continues to pro-
voke different answers, some of which have
accompanied us, albeit with adaptations, since
the nineteenth century. What is new is what we
are doing with them. Historically, Central America
was an ideal that, upon managing to unite, broke
apart, perhaps because few were willing to toler-
ate an alternative, and because in more than just
a few cases Central America was an ideal for
claiming regional power, or opposing it. Today,
after Esquipulas and ALIDES, the same question is
freely formulated and is answered in another way,
that of strengthening efforts to obtain greater
sustainable human development. We Central
Americans have created the opportunity to con-
vert this plurality of visions on the region into a
polyphony rather than chaos.

® The challenge of social participation and the
opening of larger community spaces. Chapter

3 illustrates the social, cultural, and orga-
nizational complexity of Central American
societies and the challenge of creating
communication linkages among actors
who have traditionally lived in worlds that
have few connections between them, to
move to a more communitarian model of
integration.

The isthmus’s societies have many faces.
Multicultural societies shelter, within this little
strip of earth, a diversity of social classes, ethnic
groups, indigenous nations, and social move-
ments. This diversity creates a constellation of
social worlds where prevents a simple answer to
the question “Who are we, the Central
Americans?” Perhaps the most sensible place to
start would be with the recognition that there is
no typical Central American. The societies within
the isthmus cannot be divided simply into rich and
poor people, or into whites, mestizos, indigenous
peoples, and Blacks, or into workers, business
people, and farmworkers, or into men who have
social and political power and women who lack
power, or among nationalities. They are societies
that, at the end of the twentieth century, demon-
strate a high level of complexity in class relations,
gender, ethnicity, lifestyles, and social organiza-
tion.

D The challenge of water as the lifeblood of
development. Chapter 4 studies water as a
measure of the region’s health, develop-
ment style, and environment. Without
water, no development is possible. For this
reason it is urgent that a regional vision
and coordinated action are defined for
hydro resources, in which the integrated
management of catchment areas and coop-
eration among countries plays a central
role.

“The integration is
not a policy of state,
it is depending on
political and elec-
toral factors is con-
venient to be study.
The relationship
between the
processes of democ-
ratic elections and
the process of inte-
gration”.

LEADER, NON-GOVERN-
MENT ORGANIZATION
[FOR THE PROMOTION OF
DEVELOPMENT, PANAMA
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“The integration
discourse is
exhausted, out of
order”.

PUBLIC EMPLOYEE,
HONDURAS

Despite living in a region with high levels of
rainfall, the Central American population is begin-
ning to put pressure on water supplies. In many
places within Central America the life of the rivers
has been reduced to the rainy season, leaving
large rural areas without nearby water sources for
almost half the year. The pollution of surface water
in urban zones has converted various rivers into
open sewers that threaten not only the health of
the nearby populations, but also distant and
coastal areas, where certain toxins end their trav-
els. It is this contamination that limits the avail-
ability of storage areas for clean water in urban
zones, incrementing distribution costs because of
the necessity for treatment or for transportation
from distant sources. The matter is complicated by
the persistence, and in some cases the increase, of
rural populations in conditions of extreme pover-
ty, who try to survive at the expense of nature.

D The challenge of intelligent insertion in the
international economy. Chapter 5 records
the region’s preparation for regional inte-
gration, and that of individual countries for
competitively inserting themselves in the
international economy. It highlights the
importance of complementing national sta-
bilization efforts and macroeconomic poli-
cy with significant advances in regional
coordination. It also identifies as important
the convergence of economic policies and
the development of concrete actions in
areas such as the infrastructure that unites
Central America, uniformity in customs,
and, in general, decisive actions to make
integration liberties a reality: movement of
people, materials, capital, and services.

In the present decade, the Central American
nations have concentrated forces, both regional
and national, to participate in a competitive man-
ner in free trade zones or areas. One of the factors
that will determine, in large part, the development
of countries and the isthmus is the preparedness of
the economies to take full and intelligent advan-
tage of this participation (which could be referred
to as the quality of international insertion).

D The challenge of reducing equity gaps and
asymmetries among countries. Chapter 6
analyzes the multiple and deep breaches of
equity that exist in the region, and the
asymmetries that generate obstacles to

integration. It recognizes that, for the first
time in Central American history, no social
or political group justifies social inequality
in the name of political stability and
national security. It highlights the urgency
of strengthening coordination and cooper-
ation mechanisms in social reforms, since
good experiences are currently wasted due
to lack of knowledge about them.

Social equity is a pending goal in Central
America at the end of the twentieth century. The
end of military conflicts, democratization of the
political regimes, and modernization of economies
has not managed to alleviate the historical social
inequalities within the region. These inequalities,
or equity gaps, are multiple: between urban and
rural zones, between the rich and the poor,
between the indigenous and the nonindigenous,
between men and women. The region is still the
scene of social inequality that negatively affects
the human development of the majority of the
population. Millions of Central Americans have
limited or no access to opportunities for good
employment, a quality education, or the services
to meet their health necessities.

Certain signs, however, are hopeful. For the first
time in Central American history, the necessity of
greater social equity has been recognized by the
region’s governments, with the signing of ALIDES,
as a fundamental objective of regional integra-
tion. In addition, social reforms are moving for-
ward in all countries, which, with greater or lesser
ambitions, have placed the necessity for social
change on the table for discussion.

D The challenge of raising democratic quality.
Chapter 7 addresses the strengths and
weaknesses of the construction of legal
democratic States and in the perfecting of
electoral democracies. It underscores the
importance of political coexistence, based
on the exercise of citizen's rights and
duties, for work on issues of public interest
as the end and means of human develop-
ment.

None of the military conflicts that in 1988
wrecked the region has endured. None of the
authoritarian regimes existing in 1978 today sur-
vives. If democracy was rare until a few years ago,
today all of the isthmus’s countries, including its old-
est democracy, are experiencing a democratization
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drive. Governments are elected by their citizenry;
the armed forces, where they exist, are subordi-
nated to a civil power; human rights violations are
not, as they were in various countries in the recent
past, a State policy; and new forms of political and
institutional control are being experienced over
State power, though they are still weak in many
cases.

Central Americans face the great challenge of
rooting democracy in the region so that, as
opposed to the intents of the 1940s, this current
opening results in something more than a “demo-
cratic spring.” Certainly, the horror of the military
conflicts is an incentive against authoritarianism,
but it is not a vaccine. A lasting democratic expe-
rience requires the guaranteeing of two basic con-
ditions: on the one hand, a democratic legal State,
and on the other hand, an electoral democracy.
Without these, not only are the minimal condi-
tions for the existence of a democracy left unful-
filled, but the possibility of advancing toward
higher quality democracies is curtailed.

P The challenge of strengthening local democ-
ratic governments. Chapter 8 studies recent
efforts at decentralization and democrati-
zation of local governments. It highlights
the importance of strengthening municipal-
ities’ finances and technical and administra-
tive capabilities to advance, responsibly, in
terms of decentralization. Democratic
achievements in the municipal legal frame-
work have been realized faster than those
related to the participation of communities
in local actions.

A pillar of the democratization drive during the
present decade has been the effort to strengthen
the responsibilities of local government as well as
local democracy. Decentralization and local
democracy are mutually reinforcing, since greater
responsibilities within local governments make
municipal power more important and confer
greater democratic power to the communities. But
in Central America, decentralization and local
democracy are not necessarly found together, nor
do they advance at the same rhythm. Evidence
seems to suggest that the steps to constitute local
democracies have been taken faster that those
relating to decentralization.

D The challenge of regional responses to risk.
Chapter 9 illustrates lessons learned and

the social, economic, and environmental
impact of recent natural phenomena,
showing that disasters do not “stop” at
political borders. It calls attention to the
necessity for a regional strategy for disaster
management based on identification and
evaluation of damage. These are key in
promoting a true reconstruction rather
than a mere restoration to await the next
disaster.

The tragedy left in Central America by the pass-
ing of Hurricane Mitch at the end of October 1998
emphasized the vulnerability of the region. It
reminded us that here the threat of natural phe-
nomena is continual, disasters are recurrent, and
the risk is there, always. In addition, it underlined
the importance of deepening human development
actions, since the hurricane encountered fragile
countries and societies**. The magnitude and type
of damage experienced, in addition, suggests that
the prevention and mitigation of natural disasters
have been tasks postponed in the development
processes.

P The challenge of opportunities for children
and adolescents. Chapter 10 explores the
future of Central American societies in the
light of the opportunities and rights that
children and adolescents currently have to
shape a better future.

Children and adolescents represent the present
and future of Central American societies. The
opportunities that they have today for personal
development will mark the region's way in the
first half of the twenty-first century. Because their
personality, habits, and values are in the process
of being formed, this group is especially vulnera-
ble. They are exposed to multiple threats during a
aritical stage in their personal development.

D The challenge of a regional institutionality
for development. Chapter 11 analyzes the
institutional transformations of the System
for Regional Integration (SICA), the lack of
discipline of the countries, and the weakness
of effective follow-up on Central American
agreements. It points to the importance of
strengthening SICAs institutional and tech-
nical capabilities, and of the participation of
civil society in the design and implementa-
tion of Central American agreements.
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The Central American Presidents Summit,
Esquipulas 1, was the starting point for institu-
tional efforts at regional integration at the end of
the twentieth century. Held in 1987, it was here
that the process for establishing a firm and lasting
peace was approved. Esquipulas Il contributed
dedisively to the normalization of economic and
political relations within the isthmus, by making
passible its gradual pacification, and facilitating
its political stabilization and the democratic tran-
sition begun by the authoritarian governments of
that time.

D The challenge of economic integration of
business affairs. Chapter 12 illustrates in a
preliminary manner microeconomic busi-
ness integration efforts, in other words, the
decisions that businesses adopt to
strengthen their Central American pres-
ence. Three particularly relevant issues
emerge as necessary to overcome the legal
and institutional obstacles to the constitu-
tion of regional businesses: First, the
necessity of accelerating the harmonization
process in legal, commercial, and taxation
areas. Second, the importance of expand-
ing the concept of extranational investors
to cover the isthmus’s entrepreneurs.
Third, the necessity of more thoroughly
studying the industrial production linkages
within the region.

A daily, not very visible current is added to the
institutionalized processes of integration. In
Central America businesses contribute significant-
ly in molding regional economic processes. During
the current decade they have generated a grow-
ing intraregional trade in goods and services,
through investments and exports, which has per-
mitted an acceleration to the prevailing levels of
the 1970s.

D The challenge of strengthening the participa-
tion of organizations from the regional civil
society. Chapter 13 documents some of the
most significant efforts that diverse civil
society actors carry out to integrate the
region. It identifies the type of link that
this plurality creates among the isthmus’s
countries, the main areas of action, the
innovative practices, and the relevant
facts.

A dynamic Central American, or regional, civil
society is emerging in the current decade, charac-
terized by its social, organizational, and ideologi-
cal diversity (Morales and Cranshaw, 1998;
Campos and Hernandez, 1997). The regional civil
society has contributed in multiple ways to the
new round of integration. First, its organizations
have managed to establish themselves as inter-
locutors of governments and integration institu-
tions, creating new mechanisms of social partici-
pation and influence over integrationist agendas.
Second, they channel important financial, techni-
cal, and human resources for the strengthening of
other civil society entities and the promotion of
local development programs, with participation
from the communities. Third, they are increasingly
good means for the exchange of experiences and
information on a large range of issues.

D The challenge of strengthening the right of
people to choose their destiny. Chapter 14
documents international migration within
the isthmus, as well as towards other coun-
tries within the world. In a region
expelling population for the past two
decades, the report identifies the impera-
tive of strengthening the right of people to
elect to stay in their places of origin or to
migrate.

In the last thirty years, migratory movements in
the Central American region have dramatically
increased and diversified. Two new phenomena
have been added to the migratory flows histori-
cally present within the region, and particularly in
the border zones. Forced movements of large sec-
tors of the population are the product of armed
conflicts and political conditions that threaten
people’s lives. There has also been a marked
increase in emigration principally to the United
States, but to a lesser degree to Mexico and
Canada.

The massive, spontaneous, and abrupt charac-
ter of forced movements planted new challenges
for the governments of the welcoming and
expelling countries, international organisms, and
civil society as a whole. The ability to guarantee
the survival and respect for human rights of
refugees, asylum seekers, the internally displaced,
and repatriots during the previous decade has
tested these sectors. It has emphasized the limita-
tions of the existing traditional methods and the



SUMMARY

STATE OF THE REGION

35

sources for measuring the real magnitude, charac-
teristics, causes, and implications of these move-
ments.

Regional Integration for
Sustainable Human Development

It is not for this report to issue a final
judgment on the state and potential of inte-
gration. That belongs to Central Americans
and their governments. It can, however,
record two findings. The first is that today,
integration is not a matter solely of govern-
ments, but of societies as well. The partici-
pation of new actors seems to indicate that
Central Americans believe, paraphrasing
Clemenceau, that integration is too impor-
tant to leave in the hands of governments.
The second finding, which is discussed in
greater detail, is that the simple sum of
integration efforts®—of very diverse ten-
dencies, carried out by governments, busi-
nesses, and civil society-—does not neces-
sarily render a coherent and articulated
overall intregration®.

As has been mentioned, a divorce
between discourse and facts exists in insti-
tutional efforts. Governments do not seem
willing to complement their national agen-
das with a Central American agenda
(Chapter 11). In business groups, intrare-
gional investments in diverse economic
sectors flourish, and transnational and
multinational Central American businesses
emerge. However, incongruiencies between
national legal frameworks persist, as well
as the absence of a regional legal frame-
work that would permit the establishment
of businesses with a regional legal identity,
and mechanisms for conflict resolution
(Chapter 12). On the other hand, a com-
plex regional civil society has emerged that
develops its own integration agendas,
especially in the social, economic, and
environmental areas. This regional civil
society has become the interlocutor of gov-
ernments and integration institutions.
Nevertheless, it shows weaknesses in terms
of its representativity, capacity to propose
action, and endurance (Chapter 13).

But the report goes further. For each of
the challenges investigated, it highlights
the strengths and weaknesses of Central

American integration efforts. In this way, it
identifies little-known areas in which there
is integration work: for example, migra-
tion, decentralization of the State, and sup-
port to local early warning systems for dis-
asters. In addition, it highlights issues that
have not been addressed, such as the cre-
ation of a regional legal framework for the
protection of investments and legal conflict
resolutions, and coordination of the reform
of educational and public health systems.
Other issues have been treated, but coun-
tries have shown little discipline in fulfill-
ing the respective agreements, for example
in tariffs and duties, customs, and environ-
mental areas.

Table 1.9 presents, based on the research
in this report, a list of fifteen practical, but
pending, matters, to which integration
could, in the short term, contribute in
terms of human development challenges.
This list is not a strategic integration agen-
da. It does not imply complex previous
negotiations nor decision making regard-
ing the desired reach of integration efforts.
Neither is it a complete list. But it does
include tasks that, if they are carried out,
not only benefit the population but also
demonstrate the utility and advantageous-
ness of supporting cooperation among all
Central Americans.

The concept of regional integration that
emerges from this report plants a different
perspective. Rather than a vision taken
from grand definitions, in the style of “we
are or we are not one country,” the research
managed to identify a network of coopera-
tion efforts among countries, social groups,
and institutions, in areas that interest mul-
tiple, though not necessarily all nations.
These endeavors, very diverse in their
character, achievements, cost, complexity,
and actors, have a richness that far exceeds
the debate between integrationist rhetoric
and its opposers. It is about a useful and
practical integration that is forged where
willingness, necessity, and shared interest
exist. A task like developing a regional
early warning system may not have the
same appeal as the debate over grand
development strategies, but it is, today, just
possibly more necessary.



36 STATE OF THE REGION SUMMARY

i
.
.

. / // /
.




SUMMARY

STATE OF

THE REGION

37

We must strengthen integration as a
cooperative effort where it is most needed,
rather than focusing on it as an abstract
goal. This work is especially important in
areas of weakness because of the implica-
tions this holds for the lives of millions of
people and the promotion of human devel-
opment as a whole.
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Notes

1 There are ten territorial borders in the constitutions of the seven
Central American countries, according to the definitions of polit-
ical boundaries.

2 Many Central American capital cities were relocated because of
disasters suffered, like earthquakes and volcanic eruptions: for
example Cartago, Viejo Leon and Antigua Guatemala. Township
patterns of the Central American people, inherited from colonial
times, promote a concentration of human settlements on the
Central American Pacific slope, an area marked by a great num-
ber of volcanoes and seismic instability. Fertile volcanic soils
occupy almost a third of the Central American region, and have
withstood more than five hundred years of commercial agricul-
ture.

3 A demographic transition is a process in which societies pass
from a situation characterized by high rates of mortality and fer-
tility, to a situation of low demographic growth, with low rates of
mortality and fertility. A demographic transition is a complex phe-
nomenon since it is related to other transformations, such as
urbanization and the nutritional and health condition of the pop-
ulation, among other things.

4 The infant mortality rate refers to the annual number of deaths
of minor children under the age of one per 1,000 live births. It is
the probability of dying between birth and the first birthday. Life
expectancy is the number of years a newborn child would live if
the prevailing norms in the moment of birth continued being the
same throughout his/her life (PNUD, 1998).

5 Here, poverty is understood as the situation in which income
perceived by families is insufficient to satisfy the basic material
necessities of family members. Indigence is when family income
does not even permit adequate nutrition.

6 Considering the sum of exports toward the common market of
the five countries, it ascended to a total of 1,612 million Central
American pesos (CEPAL, 1997, in Aitkenhead, 1999).

7 In the rest of the world, the political solution to this type of con-
flict has depended upon the intervention of international forces
to separate the conflicting parties, force them to negotiate, and
later maintain peace (peacekeeping), as in Northern Ireland,
Lebanon, Cambodia, and Western Africa. And the political solu-
tion to civil wars has been carried out, or has been attempted,
through national negotiations, as in Colombia. The United States
invasion of Panama in 1989 does not contradict this statement.
There existed no civil war in Panama, and certainly not a pro-
longed one (more than one decade), but rather an international
conflict between two governments, that of Panama and that of
the US.

8 Esquipulas Il did not resolve these conflicts per se. Rather, it
expressed the willingness of the Central American governments
to refrain from relying on military solutions and to mutually sup-
port each other in peace efforts. For this, a new political situation
was created in the region, which facilitated the beginning of
national peace talks and the involvement of international actors
as facilitators, be it in the capacity of mediators or guarantors,
but not as negotiators. In effect, the United Nations (UN), the
Organization of American States (OAS), various European coun-
tries, and later, the United States, played decisive roles in the
national negotiations to end the civil wars in Guatemala, El
Salvador, and Nicaragua. The UN and the OAS, in particular, were
mediators with “muscle,” capable of pressuring the parties to
reach an agreement. Later, they played the role of verifying com-
pliance with the agreements. In every case it was clear, however,
that the negotiations were not imposed on the conflicting par-
ties—the governments and the guerillas.

9 The historical justification used for Central American integra-
tion is that Central America is a region. It is possible, however, to
argue for integration using a different thesis: Central America
should constitute itself as a region.

10 Unintegrated regions exist, such as that formed by the coun-
tries of North Africa. On the other hand, integration processes
can be identified in zones where regions, at least during initial
phases, do not exist. This is the case of Mercosur, NAFTA, and for-
merly, the Andean community.

11 Costa Rica is the country within the region that occupies the
best position in terms of human development: number 34 in the
1997 HDI. Even so, its real income per capita {adjusted to PPA in
dollars) is just 19% of the income per capita in the United States,
the country with the highest rating in this indicator.

12 The HDI compares, in a summarized and partial manner, the
situation of countries using simple indicators that are available
for the majority of countries, even though numbers are a little
outdated. No other tool for making international comparisons
exists, however, that is quite so widely circulated. Precisely
because of the need to overcome the limitations of the HDI, it is
necessary to complement it with deeper analyses from the reali-
ty of each country. This explains the importance of the national
reports on human development.

13 In the case of El Salvador, Guatemala, and Honduras, in recent
years the UNDP has calculated the HDI by province. There also
exists information by municipality for the last two countries. in
other countries, a Human Development Report does not exist. In
the case of Costa Rica, the absence of a population census that
provides the foundation for a subnational disaggregation of the
HD, a different methodology was opted for, where a valuation of
national performance is made through follow-up on a group of
very diverse indicators. The Human Development Report from
Belize contains, in some cases, disaggregated information, but
not a subnational measure of the HDI.

14 It is important to point out that the results are not necessari-
ly comparable on an international scale, since because of limita-
tions of the national statistics, the calculation of the HDI at the
province level has undergone methodological modifications.
However, the conceptual consistency (an index based on income,
education, health, and longevity data) remains. Internationally,
the UNDP classifies countries as high in human development
(HDI>0.800), medium {0.800<HDI>0.500), and low (HDI<0.500),
according to their HDI value.

15 Honduras, in spite of the magnitude of the gap between its
most extreme provinces {Islas de la Bahia and Lempira) has six
provinces with a better qualification than the national average,
while El Salvador has two (San Salvador and La Libertad) and
Guatemala has only one (Guatemala). In the cases of Honduras
and El Salvador, there are provinces that descend to the level of
low human development, and others in which though they have
medium human development, the index value is still higher than
the national average. In both cases, the best values are obtained
in the provinces where the capital cities are located, and the low-
est values are found in border provinces. In Guatemala, the
results are even more striking in terms of differences. Guatemala
Province has a value that ranks it as having high human devel-
opment, while 17 provinces are ranked as having low human
development (HDI lower than 0.500).

16 Belize presents a similar pattern of concentration of develop-
ment opportunities in its capital city. Similar to Honduras, Belize
has a industrial and business capital, Belize City, and one where
its government is located, Belmopan. Approximately 30% of the
population lives in the district of Belize, which has the highest
quantity of educated people. Comparing the infant mortality indi-
cator by district with the national average (35 for every 1,000 live
births), there is no doubt as to the spatial inequities. In the dis-
trict of Toledo, the rate ascends to 51 for every 1,000 live births,
which is 2.2 times higher than the district of Belize. As a nation-
al average, 25.3% of Belize's homes are poor, and only two dis-
tricts have a higher percentage (Toledo and Cayo). Nevertheless,
the district with the lowest percentage of poor homes, Stann
Creek, has 16.1%, while Toledo, the poorest, reached 47.6% in
1996.
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17 Even though in the peace accords in El Salvador and
Guatemala, guidelines for improving the distribution of wealth,
including land, were established, there were few advances
achieved. In any case, the primary effects will be discernable in
the medium term.

18 Around 50% of the urban employed of the region work in the
informal sector, self-employed or working in establishments with
fewer than five employees (see Chapter 6).

19 The femininity ratio is the relationship between the number of
women and the number of men.

20 These delays do not refer to differences in economic policies
and performance, since these will always exist in any region,
even the most integrated. Big delays in the process of homolo-
gizing of policies refers to differences that substantially obstruct
intraregional economic flows.

21 During the last few years, all of the region's countries have
shown, on average, positive GNP growth rates, though not very
high (lower than 5%). They have also experienced fluctuations
generated by the economic trends of each country, adverse cli-
matic conditions, and the international economic situation.
Average inflation in recent years has been double digit, without
reaching excessive levels, but with notable differences among
countries. El Salvador and Honduras have the lowest and highest
extremes of inflation, respectively. There is an important produc-
tivity problem related in large part to poor human capital and
with unemployment and subemployment, which translates into a
very low GNP per capita (around US$1,000). There are differ-
ences among the countries, with the GNP per capita of Costa Rica
and Panama being around three and four times higher than those
of Honduras and Nicaragua, respectively.

22 These agreements typically include conditions for greater
openness in trade through the reduction of duties and tariffs,
encouragement of exports, attraction of direct foreign invest-
ment, and reforms to the financial systems and public sector
institutions. Within these countries, divergences exist regarding
the meaning of the reforms, and on their extent, depth, and
speed. In general, business groups pressure for deeper and more
rapid reforms (“shock”), while different social, labor, and other
groups oppose the reforms, or advocate for less depth and more
transition time.

23 A notable expansion in the number of entities and services
that make loans has been produced. The last few years have
brought fusions and acquisitions of banks, especially by
Salvadoran and Nicaraguan groups.

24 A fragile society is vulnerable. To be fragile is to be brittle; it is
to be perishable and transitory. To be vulnerable is to be open to
being injured or wounded, physically or morally. A vulnerable
society s less able to absorb the consequences of natural disas-
ters, provoked by frequent phenomena of a lesser degree, by only
one of great intensity, or by an accumulation of phenomena of
variable intensity (Gutiérrez et al., 1999).

25 In addition, the new governments that have emerged in the
second half of the present decade have diminished interest in
regional integration and have emphasized bilateral actions with
extraregional countries. A case in point is the process of defining
reconstruction strategies after the damage caused by the passing
of Hurricane Mitch (see Chapter 9), prior to the second meeting
of the Consultative Group for the Reconstruction and
Transformation of Central America, in Estocolmo. However, in the
course of the meeting, the vision of strategic lines for the inte-
gration and frank and decided positioning of the international
community in favor of a regional strategy emerged with extraor-
dinary force. This was presented by the Secretary General of SICA,
where national and regional efforts constitute a harmonic and
coherent whole
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Costa Rica

1990 1991 1992 1993 1994 1995 1996 1997
Position in the Human Development 28 0 . 2 4 28 31 33
Index
- e
Population less than 15 vears old 36.1 . 359 357 383 350 46
Femaleposulation 502 50.6 505 501 498 498 494 501
Rural poputation 55.8 851 55.6 55.9 56.0 36.3 56.5 56.6

. o {percentages) L
Pupils failed at primary school level 121 10 8.1 92 9.8 127 113 111
{average) o
Primary pupil-teacher ratio 319 322 323 324 314 30.6 29.5 286
«««««««««««««««« (forevery LO0O Ve IRhs)
infant mortality rate 48 138 137 137 130 13.2 118 142
inhabitants per doctor 1205 1229 1204 1,234 3347 ‘
; o __Apercentages)

Rural EAP/ Total EAP 525 544 55.0 54.6 53.6 534 54.0 543
Employed people / Total labor force 4, 55 41 41 43 @ 53 g7 57
Unemployed men /
Total male fabor force 40 4.8 35 36 35 48 53 49
Unemploved women / ‘ ;
Total female labor force 59 7.4 54 5.3 58 6.5 83 1.5
(((((((((((((((((((( ‘ (millions of colones, currentrates) e o
Gross National Product 5228478 0901639 9064398 10693997 13057957 16216439 18724290 22142288
. (millions of US dollars) .
Cument accountbalance = 3704 B134 2837 1008 871 400
Caplial sccopptbalanes 5638 2781 448 3081 213 5499
Commercial trade balance +7265 10456 0090  BBOY  JBlS . GBEZ
o millions of colones, current rates) \
Total domestic debt 1758100 2199327 29915718 371327718 516473 7574%5 9204861 11000000

Total external debt 31726 32669 32887 3433 32555 32586 28589 126548
(M -Mil/GHp -~ {56 444 {64 4ga. age - (eg - qad

. \annual average, 1995=100
Consumer price index 446 575 100 768 872 1014 1263 1430
... . _ementeee -~ - - S - o -
Agricultural production / GNP el Ve 16 163 168 15 51
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El Salvador

1992 1993 1994

le population ;

inhabitants per doctor

Rural EAP/ Total EAP
Employed people /Total force
o
Total male labor force

Unemployed women /

Total female Iabor force

Agricultural credit / Total credit




46 STATE OF THE REGION SUMMARY

1991 1992 1993 1995

{millions of bectares)

r;ai:;:atc?z af%




SUMMARY STATE OF THE REGION 47

Honduras
: 1930 1991 1992 1993 1994 1995 1996 1997 ‘
Position in the Human Development 80 100 1061 16 15 18 4 6
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1990 1991 1992 1893 1994 1995 1996 1997

{millions of hectares)

S AR e R e L R R L e

372 395

179 166 137
o . llonsoftons) -
Nominal catch of the fishing sector 1.7 33 4.9 9.1 112 127 134
o pereentagey

pendent electricity generation /

¥
{production / domestic consumption} 98 102 94 a8 85 70 64
o e l0000ibabBS
Rate of prisoners awaiting sentences 46.0 335 26.2 252
- s e {pertooo0Omhatdlenes) - -
Nicaraguans deported
or refused from Mexico 3038 1,265 1,682 3438 12330 2,521 818 1172
Sources:

CECC. Coordinacion Educativa y Cultural Centroamericana. Secretaria General, Centroamericano de estadisticas
de educacion. 1998,

CEPAL Indicadores sotiales basicos de la subregion de América Latina y el Caribe. Biannual edition, 1996-1997.
CEPAL. Istmo Centroamericano; Estadisticas de hidrocarburos 1997,
CEPAL. Informacion basica sobre el sector agropecuario, subregion norte de América Latina y el Caribe, 1980-1996.

CEPAL. La industiia eléctrica del istmo centroamericano: situacion de Jos procesos de reforma y perspectivas para él corto
y mediano plazo. ‘

CMCA Boletin sstadistico 1997,

PNUD. Human development reports.
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