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Development Banking

System: key for SDG 6 in Latin
America and the Caribbean

—

In a region where inequality of access to water sources and sanitation services is notable, the
development banking system serves as a crucial element for financing infrastructure projects and
promoting investment in innovative solutions. In raising public and private funds, it facilitates
collaboration among governments, enterprises and communities in order to close the gaps in access
to potable water and sanitation in vulnerable areas, while at the same time spurring resilient and
sustainable climate change management.

Latin America and the Caribbean (LAC) possess 35 % of the
world’s renewable water resources?, with some 30% of the
fresh water coming from underground sources?, which makes
the region one of the richest sources at the global level. It is
host to a variety of ecosystems, including the Amazon jungle,
which is crucial for the operation of global water and climate
regulation cycles, in addition to wetlands and swamps that
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contribute toward purifying water and controlling flooding. In
addition, it generates 45 % of its electricity hydroelectrically?,
thereby pointing up its potential for leadership of the clean

and renewable energy sector.

In recent years, LAC has made important advances toward
fulfilling United Nations Sustainable Development Goal
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Table 1
Regional progress in reaching SDG 6:
water and sanitation indicators

Water and sanitation

Table 2
Regional vs. global progress in reaching SDG 6:
Water and sanitation indicators

GLOBAL

AVERAGE
SDGSINDICATOR | (5015-2021) | 2021/2022 - SDG6INDICATOR | STATUS | . ¢
(2021/2022) | (2021/2022)
Potable water (6.1.1) 75,4% 75,2% -0,2%
Potable water
Sanitation (6.2.1a) 452% 492% +4,0% (6.1.1) 73.0% 752% *2.2%
Wastewater (6.3.1) 40,8% 459% +5,9% Sanitation (6.2.1a) 57.0% 49.2% -7.8%
Water quality (6.3.2) 59,8% 57,4% -2,4% Wastewater (6.3.1) 58.0% 45.9% -12.1%
Efficiency (6.4.1) 12,9 $/m® 12,5%/m*  -04$/m° Water quality (6.3.2) 56.0% 57.4% +1.4%
Water stress (6.4.2) 59% 6,0% +0,1% Efficiency (6.4.1) 21.0$/m? 125%$/m*  -85%/m*
[v) 0, - )
X;Iasti; management 36.0% 39.0% +3% Water stress (6.4.2) 19.0% 6.0% 13.0%
Water management )
Ecosystems (6.6.1) - 240% (6.5.1) 57.0% 39.0% 180%
Source: UN Database of SDG Indicators (2024) Ecosystems (6.6.1) 21.0% 24.0% +3.0%

Latin America and the Caribbean
(LAC) possess 35 % of the world’s
renewable water resources , with
some 30 % of the fresh water com
ing from under- ground sources2,
which makes the region one of the
richest sources at the global level.

(SDG) 6. Between 2015 and 2022, access to sanitation
services improved by 4% and wastewater treatment by
6%, clearly demonstrating the impact of investments in
infrastructure and services. Progress, however, has been
unequal. While efficient water use spurs agricultural
productivity and food security, the percentage of good
quality waterbodies has dropped 2.4 %, reflecting continuing
challenges in water management. Furthermore, access to
potable water and its efficient use have progressed very
little, underscoring the need for larger investment and
concrete actions.

Although the region is moving in the right direction, it faces
significant challenges in complying fully with SDG 6. Only
49.2% of the LAC population is equipped with adequate
sanitation installations, compared with 57% of the world’s

population, thereby emphasizing the critical need for

Source: UN Database of SDG Indicators (2024)

Source: CANVA

investing in infrastructure. Furthermore, only 45.9% of

the wastewater is treated, considerably less than the 58%
at the global level. In terms of efficiency, LAC produces an
economic value of US$12.5 per cubic meter of water, while
US$21 is generated at the global level, showing that there is

room for improvement, particularly in the agricultural sector.

October - December 2024 O 13



ALIDE o

Water and sanitation

Table 3
Financial Instruments of Development Banking for SDG 6

COUNTRY INDICATOR DESCRIPTION

O Banobras Direct Credits and Financial Guarantees: Provide financing for sanitation, drinking water, and wastewater treatment

Access to Sanitation services.

O Banobras FAIS and Promagua programs: Support projects that promote access to drinking water and sanitation.

Wastewater Treatment O Senior Bonds of Bancomext 2022: Financing for sustainable water and wastewater management (US$12B).

México
O FIRA Support Program for Sustainable Projects: Promotes water efficiency projects.
O FEFA 18V and FEFA 19V: Bonds used to finance 359 water efficiency projects to improve localized irrigation (US$59.7B) and
Wate;l\él%n;j\gement 240 sprinkler irrigation projects (U5$35.3B).
an cienc
Y O FEFA 20V: Bond used to finance a water purification equipment project (US$1.1B).
O NAFF 16V: Bond used to finance 2 hydroelectric plants (US$52.1B).
O Credits for Development of Infivalle: Focused on infrastructure for drinking water and basic sanitation.
o O Reactive Water and Waste Credit Line of Findeter & Special Line of Credit for Water Phase II: Finance drinking water and
Access to Sanitation Y] ;
sanitation services.
O Investment Credits of Banrural for Municipalities: Offer financing to provide access to drinking water and sanitation services.
Colombia
Wastewater Treatment O Sustainable Bond of Findeter 2022: Bonds used to finance the modernization of a drinking water treatment plant (US$4.1B).
Water Manii\gement O MEBA Credit Line of Bancoldex: Finances adaptation measures for agricultural systems, including water efficiency.
and Efficiency —
O Finem - Sanitation of BNDES: Financing aimed at water supply and sewerage projects.
. O FNE Green of BNB: Credits for basic sanitation infrastructure projects.
Access to Sanitation —
O Water and Sanitation of BRDE & Public Sanitation of BRDE: Financing aimed at expanding access to drinking water and
sanitation.
Brazil o . X . o
O PRONAF Credit Lines of BASA: Financing of infrastructure for water distribution and wastewater management.
Wastewater Treatment T o i )
O Credit Line for Sustainability of BDMG for municipalities: Financing of water supply and wastewater treatment systems.
Water Manii)gement O Pronaf - Semi-arid of BNB: Offers investment in projects for semi-arid areas prioritizing water infrastructure.
and Efficiency e
Argentina Access to Sanitation O Personal Loans of Banco Nacion de Argentina: With the aim of facilitating connections to sewerage and/or water networks.
Access to Sanitation
Ecuador and Wastewater O Water Programs of BdE: 10+ programs that provide funding for drinking water, sewerage systems and latrine installation.
Treatment
Access to Sanitation O Blue Bond of Cofide 2024: Aimed at financing projects that promote water management and access to sanitation (US$26.7B).
Peru
Water Management O Green Bond of Cofide 2019: Financed the development of a hydroelectric plant (US$30B).
Costa Rica Water Management O BNCR BN Water Debit: It is a debit card that allocates a percentage of the bank’s commissions derived from its use to support

drinking water conservation efforts.

Source: UN SDG Indicator Base (2024)

The region also faces challenges in water management
practices: LAC has 39% of effective water resource
management practices, compared with 57% at the world
level, which is indicative of the urgent need to implement
Integrated Water Resources Management (IWRM) that
would coordinate water use governance among different
sectors and actors, like agriculture, industry, and the

communities.

In the face of these challenges, public development banks
(PDBs) play a fundamental role in financing solutions for
closing gaps in water infrastructure. The region’s PDBs have
demonstrated a strong commitment to financing public

services and water infrastructure projects.
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A recent analysis of PDBs in seven LAC countries reveals
that, on average, 12.5% of their loan portfolios is allocated to
these sectors. Although there is room for increasing these
investments, the PDBs are offering innovative financial
solutions through co-financed programs with multilateral
organizations, low interest loans, credit lines with favorable
terms and the issuing of thematic bonds, among other

mechanisms.

In Mexico, for example, institutions like Banco Nacional
de Obras y Servicios Publicos S.N.C. (Banobras) finance
potable water supply and sanitation projects, while the
National Infrastructure Fund (FAIS) and Promagua promote

access to these services in needy areas. In Colombia,


https://www.gob.mx/banobras/acciones-y-programas/cofinanciamiento-y-creditos-sindicados-de-largo-plazo?state=published
https://www.gob.mx/banobras/acciones-y-programas/garantias-financieras?state=published
https://www.gob.mx/banobras/acciones-y-programas/programa-banobras-fais?state=published
https://www.gob.mx/banobras/acciones-y-programas/fondo-nacional-de-infraestructura-fonadin
https://www.greenbondtransparency.com/es/bond-info/?handle=b9e53c01ef12400ea7f0a9fcfb8945de
https://www.fira.gob.mx/Nd/prosostenible.jsp
https://www.greenbondtransparency.com/es/bond-info/?handle=3138cc32cdef45918af3cade062653bd
https://www.greenbondtransparency.com/es/bond-info/?handle=3b70961fc8884f169dc04b9d539085f2
https://www.greenbondtransparency.com/es/bond-info/?handle=a70a185c981f45a483e6d1f133ccf7d2
https://www.greenbondtransparency.com/es/bond-info/?handle=49cb4d743fe74855bb2fdccb6675c219
https://www.infivalle.gov.co/index.php/creditos-de-fomento
https://www.findeter.gov.co/productos-y-servicios/lineas-de-credito-de-redescuento/linea-reactiva-agua-y-residuos-solidos
https://www.findeter.gov.co/lineas-de-credito/linea-especial-agua-fase-2
https://www.banrural.com.gt/site/BanruralCorp/Detalle.html?idcontenido=CORE803378D0927C4A49995B8375698D4D53&pagina=Creditos_de_Inversion_para_Municipalidades_-_Prestamos(Empresas_e_Instituciones)&paginaAnterior=COREA89A9F49884F4A969C4EB37AA3C8D5D4&detalle=Q3LpZGl0b3MgZGUgSW52ZXJzafNuIHBhcmEgTXVuaWNpcGFsaWRhZGVz&tipocontenidocarouseldetalle=Producto-Empresas_e_Instituciones
https://www.greenbondtransparency.com/es/bond-info/?handle=8de35726c38f47e0be910337fedb0a9a
https://www.alide.org.pe/wp-content/uploads/2024/04/Bancoldex-2023.pdf
https://www.bndes.gov.br/wps/portal/site/home/financiamento/produto/bndes-finem-saneamento
https://www.bnb.gov.br/fne-verde
https://www.brde.com.br/linha-financiamento/mais-sustentabilidade-ambiental/
https://www.brde.com.br/linha-financiamento/apoio-ao-municipio/
https://www.bancoamazonia.com.br/rural/agricultura-familiar
https://www.bdmg.mg.gov.br/linhaspermanentes/
https://www.bnb.gov.br/pronaf-semiarido
https://www.bna.com.ar/BackOffice/institucional/prensadoc/1204_a.pdf
https://bde.fin.ec/agua-y-saneamiento/#1709760358339-3107ca6c-417a
https://www.cofide.com.pe/noticia_detalle.php?id=184
https://www.greenbondtransparency.com/es/bond-info/?handle=039a805a3e354fb9abc557d41eaf0c0a
https://www.bncr.fi.cr/banco-nacional-y-agua-tica-crean-la-primera-tarjeta-del-mundo-que-protege-el-agua
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In Mexico, for example, institutions
like Banco Nacional de Obrasy
Servicios Publicos S. N. C. (Banobras)
finance potable water supply and
sanitation projects, while the
National Infrastructure Fund (FAIS)
and Promagua promote access to
these services in needy areas.

institutions like Findeter and Bancoldex boost potable
water infrastructure, sanitation and agricultural efficiency
practices. In Brazil, Banco Nacional de Desenvolvimento
Econdmico e Social (BNDES) finances water projects under
its BNDES Finem program, and other programs like BRDE
Water and Sanitation of Banco Regional do Extremo Sul,

seek to broaden access to basic services.

Development banks in other countries, like Argentina,
Ecuador, Peru and Costa Rica, finance interconnections
with potable water and sanitation systems in rural and
urban areas. In addition, green and blue bonds have become
an instrument for attracting key resources with which
to finance hydroelectric projects and sustainable water

management systems.

Source: CANVA

It can be seen from the foregoing texts that PDBs have
varying programs in the different countries and play an
important role as a bridge between local governments,
international organizations and the private sector. Their
capacity for raising funds and structuring financings makes
it possible to implement projects that would maximize water

use and promote sustainability.

These banks not only facilitate access to financing, but also
boost sustainable water management practices that would
consider both the wellbeing of the communities and the
protection of the ecosystems. As aresult, water, asavital and
limited resource, is administered inclusively and adaptively,
thereby promoting its resiliency and equitable distribution

to favor its sustainable and balanced development.
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