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INTER-AMERICAN DEVELOPMENT BANK
Washington, D.C. 20577

February 14, 1974

Mr. Chairman:

Pursuant to Section 2 of the By-Laws of the Bank, I transmit to you the
Annual Report of the Bank for 1973, which the Board of Executive Directors
of the Bank submits to the Board of Governors.

The Report contains a section on development trends in Latin America, a
review of the Bank's activities in 1973 and a description, on a country-by-
country basis, of the loans and technical cooperation authorized during the
year. Complying with Article III, Section 3(a) of the Agreement Establishing
the Bank, separate accounts are presented for various sources of funds.

The audited financial statements show separately the ordinary capital re-
sources, pursuant to the provisions of Article VIII, Section 6(a) of the Agree-
ment Establishing the Bank; the Fund for Special Operations, in accordance
with the provisions of Article IV, Section 8(d) of the Agreement, and the
Social Progress Trust Fund, pursuant to Section 5.04 of the Agreement signed
between the United States Government and the Bank.

The last section of the Report gives a brief summary of all the funds which

the Bank administers for member, as well as nonmember, countries.

Sincerely yours,

Antonio Ortiz Mena
President

Chairman, Board of Governors
Inter-American Development Bank
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1973 IN BRIEF

The year 1973 was one of continuing accomplishment in the task of the Inter-
American Development Bank of fostering the economic and social develop-
ment of its member countries in Latin America and the Caribbean. Some high-
lights:
B Highest yearly total of loans: $884 million, 9.5 per cent higher than the
previous record of $807 million in 1972, bringing the net cumulative total at
the end of 1973 to $6.3 billion. This volume of loans is helping to finance
projects whose total cost amounts to nearly $20 billion.
B Disbursements of $582 million, 21.5 per cent more than the previous
highest total of $479 million set in 1972, bringing total disbursements at year
end to $3.7 billion.
B Nonreimbursable or contingent recovery technical cooperation of $6.4
million, a figure also greater than the previous record of $5.8 million set the
year before.
B Highest yearly level of support for the region’'s economically less de-
veloped member countries. These obtained loans amounting to $316 million
(or 36 per cent of the total) compared with $245 million (or 30 per cent) the
previous year. In this regard the Bank exceeded the goals established by the
Board of Governors in 1972 when it laid down new policy guidelines for pref-
erential treatment for those countries in the use of the Fund for Special Oper-
ations. More than 50 per cent of total Fund loans went to such countries. Six
of the economically less developed countries—Bolivia, the Dominican Repub-
lic, Ecuador, Guatemala, Haiti and Nicaragua—each received a higher volume
of loans than in any previous year.
B Fulfillment of the goal set in 1970 of increasing the Bank's ordinary
capital resources by $2 billion. Subscribed ordinary capital now amounts to $5.7
billion. Additional progress was also made in the replenishment of the Fund
for Special Operations by $1.5 billion, although $500 million, to be contributed
by the United States, is still pending congressional appropriation. The author-
ized Fund for Special Operations, including the latter, totals $4.4 billion.
B The continuation of negotiations to attract additional financial re-
sources by admitting into membership capital-exporting nations from other
areas of the world.
B Substantial additional gross borrowings of $131 million obtained in
capital markets, including the Bank’s eighth short-term bond issue which was
placed in the central banks of the Latin American member countries.
B Sectoral lending which placed heavy stress on the productive sectors of
agriculture and industry, the energy field and assistance to education.
Highlights of the Bank’s 1973 activities, compared with the previous five
years, are shown in the table on the next page. A more complete table show-
ing the Bank’s activities in figures from 1960 to 1973 appears on pages 22
and 23.




HIGHLIGHTS IN FIGURES, 1968-73

In Millions of Dollars

TOTAL RESOURCES
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525 525 525 525 525
70 70 81 106 114
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DEVELOPMENT TRENDS

In addition to the brief description
of development trends in Latin Amer-
ica contained in this Annual Report,
the Inter-American Bank annually
publishes a comprehensive survey
entitled “Economic and Social Prog-
ress in Latin America,” which con-
tains a detailed regional as well as
country-by-country review of eco-
nomic and social trends in the re-
gion.

STAGGERED LINE OF WORKMEN exca-
vate during early stages of construction
of the 150,000-kilowatt Pisayambo | hydro-
electric plant, which will supply northern
Ecuador with power. Project is another
Bank-financed electric power project.

During 1973 Latin America achieved an
economic growth rate of nearly 7 per
cent. This rate represented a continuation
of the accelerated development initiated
in the region in 1968.

The favorable trend resulted largely
from an expansion of domestic invest-
ment, an increase and diversification of
exports and substantial long-term capital
flows from abroad. An important role in
this regard has also been played by the
strengthening of the institutional mech-
anisms which formulate and implement
economic policies.

Manufacturing, construction and elec-
tric power have been the most buoyant
sectors in the growth of Latin America’s
economy in recent years. The agricultural
sector, on the other hand, has grown at
a rate insufficient to maintain the per
capita output level which prevailed in
1966. This is a serious shortcoming given

the importance of agriculture to most of
the Latin American economies, both in
terms of its contribution to the gross prod-
uct and as a source of employment.
Partly due to the inadequate growth
of the agricultural sector, the rise in price
levels, which has prevailed in the world in
recent years, was particularly severe in
Latin America in 1973 when inflationary
pressures, already quite strong in 1972
and prior years, worsened. The attain-
ment of greater price stability is made
more difficult in the immediate future due
to the increase in oil prices and its im-
pact on production costs in all countries.
From 1969 to 1972, the ratio of capital
outlays to gross domestic product rose sig-
nificantly in more than one-half of the
Latin American countries, as well as in
the region as a whole. On the other hand
the ratio between savings and the gross
domestic product fell for the region as a
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whole, as well as for nearly two-thirds of
the countries, individually.

The contribution of the external sector
has been favorable to the region’s devel-
opment in recent years. Between 1970 and
1972, Latin America’s import of goods
expanded by 40 per cent over the preced-
ing three years, even as the region’s ex-
ternal financial position became stronger.
During the period, exports increased about
30 per cent, as Latin American exports in
general benefited from increases in the
prices of primary products, especially in
1973. On the other hand, the net inflow
of long-term foreign capital amounted to
$11,453 million in the 1970-72 period, an
amount which offset the $11,636 million
deficit recorded in the current account of
the balance of payments. International
monetary reserves soared from $5,640
million at the end of 1970 (that is, 6.1
per cent of the world total) to an un-
precedented $13,900 million (or 7.2 per
cent of the world total) in October 1973.

Within the transitional stage through
which it is going, Latin America’s inte-
gration movement also advanced in 1973.
New measures were adopted in each of
the regional integration schemes. In ad-
dition, intrazonal trade in each of the re-
gional groups continued to expand sig-
nificantly in 1972 and this trend is
expected to have persisted in 1973 as a
result of new trade agreements and prog-
ress in the ongoing negotiations to re-
shape the integration schemes.

In recent years, Latin America has
continued to make notable progress in the
fields of health, education and the basic
social services, such as water supply and
sewage facilities. However, serious prob-
lems remain. These are largely associated
with the continuing high rates of popu-
lation growth, the accelerating migration
from the countryside to the city, unem-
ployment and the lagging rural sector.

To some extent, Latin America’s accel-
erated economic growth in recent years
was generated by the prosperity prevailing
in the industrialized countries and from
international trade. Towards the end of

NATURAL GAS PRODUCED in Bolivia sup-
plies home and industry in Argentina. Bank
loan approved in 1971 helped finance a
pipeline which carries gas from Bolivia to
the Argentine border.

1973, however, circumstances—particu-
larly the shortage and soaring prices of
oil—occurred which raise serious ques-
tions about how the economies of most
of the Latin American countries will per-
form in 1974.

The continuance of current oil price
levels will generate a large inflow of
foreign exchange for the region’s ex-
porters of petroleum and natural gas, but
most Latin American countries are, in
fact, net importers of oil and its bypro-
ducts. Higher oil prices will place a
heavy burden on the balance of payments
of those countries and,
dampen their current growth rates. More-
over, these effects will be felt even more

in turn, will

if the energy crisis causes a reduction in
the growth rates of the industrialized
countries and a cutback in international
capital flows as a result of the balance-of-
payments difficulties which many of these
countries might face. Such a situation
could adversely affect the market for a

series of primary export products from
Latin America, especially those used as
inputs in world-wide manufacturing.

At the moment it is impossible to fore-
see with any degree of assurance the
future evolution of the energy crisis and
its impact on the international economy.
Assumptions that can be made at this
point are too broad to permit a reliable
analysis of possible effects of the situa-
tion on the international stage. It is
clear, however, that the maintenance of
the dynamic development performance
shown by most of the Latin American
countries in the past five years will de-
pend largely on the continuation of
favorable world market conditions and on
the inflow of external financing.

Gross Domestic Product

According to preliminary information,
Latin America’s gross domestic product
grew approximately 6.8 per cent in 1973.
That rate is similar to the 6.9 per cent
achieved in 1972. Thus, the accelerated
growth trend which began in 1968 has
continued. Since that year Latin Ameri-
ca’s growth has exceeded the average
increase in the product of the developing
countries, taken as a group (6.2 per



cent annually), as well as that of the
industrial countries (4.5 per cent an-
nually). On a per capita basis, Latin
America’s product has increased at about
4 per cent annually.

Latin America’s accelerated economic
growth over the past six years has been
due mainly to internal factors. The
countries with the highest
growth rates also bencfited from the
stimulus of increased and more diversified
exports and a favorable net inflow of
long-term capital.

economic

The annual increase in the gross do-
mestic investment was 7.8 per cent in the
1968-72 period compared with 4.4 per
cent in the 1961-67 period. At the same
time in recent years the institutional
mechanisms which formulate and imple-
ment investment plans and administer
economic policy have improved greatly.
In addition the training of technical cadres
and skilled labor has contributed to the
growth of the region’s more dynamic
economic sectors.

As was the case with the developed
countries in similar stages of their devel-
opment progress, economic growth in the
Latin American countries has produced
substantial changes in the composition of
the gross domestic product. In the time
which elapsed between the 1960-62 pe-
riod and the 1970-72 period the contribu-
tion of agriculture and mining to the re-
gion’s gross domestic product declined
from 23.3 to 18.2 per cent, while that
of manufactures rose from 22 to 26 per
cent. In turn, from 1960 to 1970 the
proportion of the labor force employed
in the primary sector fell from 49.6 to
40 per cent, while increasing in the sec-
ondary sector from 22.3 per cent to 25.4
per cent.

From 1968 to 1972 the sectors with the
highest growth were manufacturing, con-
struction and electricity. In contrast, the
agricultural sector grew slowly and on a
declining trend. In value added terms it
achieved an annual growth rate of only
3.7 per cent in the 1961-65 period and
of 3.4 per cent in the 1969-72 period.

As a result, agriculture has been unable
to provide productive employment to the
increasing rural labor force and to supply
the wurban with the foodstuffs
needed to meet the growing demand.
This, in turn, has increased the depend-

sector

Gross Domestic Product
Annual Growth Rates, 1961-72
In Per Cent

ence of several countries on foreign
sources of supply for farm products.
The contribution to production and
employment of the tertiary sector, com-
prising trade, financial services, govern-
ment and other nonspecified services,
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Latin America: Growth of Gross Domestic
Product, Agriculture and Industry, 1965-72
Index: 1965 = 100
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SOURCE: Inter-American Bank, based on official statistics
of member countries.

Latin America: Growth of Gross Domestic
Product in Terms of 1970 Market Prices

In Per Cent
8

61 62 63 64 65 66 67 68 69 70 71 72 73"

SOURCE: Inter-American Bank, based on official statistics
of member countries.

* Preliminary data.

has been particularly notable. While
these activities, taken as a whole, main-
tained their contribution to the product
at between 43 and 44 per cent from
1960 to 1970, the proportion of the
labor force employed in these services
rosc from 28 per cent in 1960 to 35 per
cent in 1970. These figures imply a
significant decrease in the per capita
product of those employed in the tertiary
sector.

As shown in the table on Total Supply
and Demand of Goods and Services, the
structure of aggregate supply has re-
mained virtually unchanged since 1960.
The percentage of imports within the total
remained at about 11.4 per cent in the
1960-62 and the 1970-72 periods. Since
1966, however, imports have grown more
rapidly than the gross domestic product.

The change in the structure of aggre-
gate demand has been greater. The per-
centage of exports in the total fell from
11.5 to 10.5 per cent between the 1960-
62 and 1970-72 three-year periods. This
means that compared to the mounting
growth of imports, the region’s exports
have increased more slowly so that the
proportion of gross domestic investment
financed by external resources has risen.
Recent efforts by several countries to in-
crease their exports are designed to
change this trend. Between the three-
year periods in question, gross domestic
investment rose only from 16.6 to 16.9
per cent of total demand, while private
and public consumption increased from
71.9 to 72.6 per cent.

The world-wide upward movement in
general price levels over the past few
years has been especially pronounced in
Latin America and the rise in prices has
affected most of the region. In 1973
only two countries reported increases in
the general price level of less than 5 per
cent, vis-a-vis five countries in 1972 and
14 in the 1961-70 period. The number
of countries with increases of between
5 and 15 per cent annually rose from four
in the 1961-70 period to 12 in 1972 and
1973 while annual rates in excess of 15

per cent occurred in four countries in
the 1961-70 period and five in 1973. In-
flationary pressures increased even more
in late 1973, owing to the rise in the
price of petroleum and its derivates.

The Industrial Sector

In the five-year 1968-72 period, Latin
American manufacturing output expanded
at an appreciably higher rate than it
grew in the developed countries or in
the developing countries of Asia and
Africa.

During the period, Latin American
manufacturing production, in terms of
value added cxpanded at an average an-
nual rate of 8.8 per cent, a more rapid
advance than that of the region’s eco-
nomic activities as a whole. As a conse-
quence, its share in the region’s total gross
domestic  product increased from 24.7
per cent in 1968 to 26 per cent in 1972.

Comparatively, the regional growth rate
of 9.2 per cent in 1972 was close to that
registered in 1968 and 1969 and repre-
sented a significant improvement over
the increase of 7.8 per cent registered
both in 1970 and 1971. Preliminary data
indicate that in 1973 the manufacturing
sector will once more, at a minimum,
maintain the growth rate achieved in
1972, as a number of the more important
producers of the region appear to have
either improved or sustained their pro-
duction levels.

The bulk of Latin American manufac-
turing production is concentrated in a
few countries. In 1972, Brazil accounted
for about 30 per cent of total manufac-
turing value added, followed by Argen-
tina and Mexico with approximately 24
per cent each, and Chile and Venezuela
with 5 per cent. Moreover, from 1968 to
1972, there was a slight tendency for
this group of countries to increase their
relative share in industrial production.

The recent growth of manufacturing in
the region was paced by the impressive
expansion registered by Brazil, which
achieved an annual increase close to 14
per cent during the 1968-72 period, with




a comparable performance foreseen for
1973. Argentina, Colombia, Mexico and
Venezuela also registered relatively high
growth rates during that period and so
did such smaller countries as the Domini-
can Republic, Costa Rica, Ecuador, Nica-
ragua and Panama.

The industries which grew most rapidly
in the last five years were, first, metal-
working, appliances;
second, nonmetallic minerals, and third,
chemicals and basic metals. On the other
hand, foodstuffs and clothing registered
the lowest rates of growth. Industry
rankings in terms of output growth were
nearly the same for 1972 alone as for
the five-year average.

A few words should be added about
the implication of the energy crisis for
Latin American manufacturing. Although
Latin America’s relative contribution to
world petroleum production has been
diminishing, all projections indicate that
the region will continue to be an im-

machinery and

portant net exporter. In order of im-
portance, as net exporters, are Venezuela,
with more than 90 per cent of the re-
gion’s petroleum exports, Ecuador, Trini-
dad and Tobago, Bolivia and Colombia.
A majority of Latin American countries
will be affected by the energy crisis, how-
ever, to the extent to which they are net
importers of petroleum. At the same
time, the region possesses a vast long-
range hydroelectric power potential.

The Agricultural Sector

While Latin America’s gross domestic
product grew by about 6.7 per cent an-
nually between 1969 and 1972, the value
added by the agricultural sector increased
only by 3.4 per cent annually. Although
the sector remains the most important in
the majority of Latin American countries,
its relative share in the product has been
declining steadily.

However, the critical importance of
the sector is clearly apparent if one con-
siders the size of the population which
depends on agriculture and the size of
the labor force which it should keep pro-

Total Supply and Demand of Goods and
Services in Latin America, 1960-72
In Per Cent

- Structure

j’&verage Annual Growth Rateﬁ ) Annual Variation

1960-62 197072 196170 196165  1966-70 1970 1971 1972

Total Supply ............ 100.0 100.0 B 8l 6.0 7 A 6.5 7.3
Gross Domestic

Product ... 88.6 88.7 5 5.5 5.8 6.8 6.3 6.9

IMPOHS cspsmenmanss 114 11.3 5 24 7.6 9.9 6.9 9.2

Total Demand ............ 100.0 100.0 5 9.l 6.0 yir) 6.5 7.3

Private and Public

Consumption ... 71.9 72.6 5.9 5.1 6.2 73 7.4 6.7
Gross Domestic

Investment ... 16.6 16.9 5.7 5.3 6.2 7.8 7.3 1.3

EXDOMS smoscmnesis 11.5 10.5 4.8 49 4.8 5.8 -1.0 115

Note: Figures are based on 197(Tmarket prices.

SOURCE: Inter-American Bank, based on official statistics of member countries.

Manufacturing Sector Value Added
Growth Rates, 1968-72

In Per Cent
a  Share in . B
Regional

Country Total Annual Average Growth Rates

1968 1972 196872 1968 1969 1970 1971 1972
Argenting ... 236 242 ’ 71 116 44 67 7.8
Barbados . — — — 9.1 8.3 — —
Bolivia ... ... 04 0.6 24 8.1 6.0 2.1 b5
Brazil ... 247 30.2 19.9 13.0 11.2 11.2 14.1
10111 - . 6.0 — 25 3.0 1.2 131 —
[600][01 1] 27 S—— 4.0 4.2 7.9 6.1 7.5 1.9 8.2 9.9
Costa Rica ............ e 09 0.5 7.3 7.4 7.0 7.7 6.6 7.7
Dominican Republic ...... 0.5 0.8 1.5 87 23.7 5.8 7.3 12.7
SHEL (0] o ——— 0.8 0.8 1.7 6.9 7 6.4 8.1 9.1
El SAVAAOr «vcsomssinss 0.6 0.5 4.2 4.6 0.6 3.3 7.0 5.5
Guatemala .............._.. 0.9 0.8 6.9 12.0 7.4 34 7.0 53
Haiti ... ... ... 0.1 — — 51 2.4 24 7.0 —
Honduras . .03 0.3 6.9 6.6 6.1 8.1 75 7.0
Jamaica ... 0.5 0.5 74 3.6 512 1.1 49 4.1
Mexico 249 24.8 Tl 10.2 8.0 8.1 4.5 7.8
Nicaragua 0.5 0.5 9.1 10.8 9.0 2:1 8.0 5.8
Panama ... 0.5 0.5 8.1 10.0 9.1 6.5 8.3 6.7
Paraguay . . 0.3 0.2 5.2 6.0 45 7.6 4.0 3.0
PEHIL ocmnemnmnns 36 35 58 2.0 0.3 115 8.4 7.3
Trinidad and Tobago .... 0.6 0.5 5.1 114 5.7 4.8 —-15 41
LTI {11 | P 1.6 1.3 24 4.1 6.0 43 —20 -0.7
Venezuela ... 5.2 5.4 74 53 2.8 12.8 85 8.5
Latin America ... 100.0 100.0 9.1 10.0 9.1 7.8 7.8 9.6
Note: Differences in rates of growth between the 1973 report and previous ones are due to revisions in national

series made by official sources.

SOURCE: Inter-American Bank, based on official statistics of member countries.

ductively employed. The labor force of
the agricultural sector of the region num-
bered 31.1 million persons in 1970,
representing 39 per cent of the total.
Although the proportion of the labor
force employed in agriculture fell by 1
per cent from 1970 to 1972, the actual

number increased by some 600,000 per-
sons. Based on estimates and projections
of the UN Food and Agriculture Or-
ganization, the labor force employed in
agriculture in Latin America will decline
in relative terms by about 7 per cent from
1970 to 1980. This implies that there

5
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will be no significant change in the abso-
lute size of the sector’s labor force during
the decade.

The increase of only 4.2 per cent in
the volume of gross agricultural pro-
duction ' in Latin America from 1969 to
1972 was clearly insufficient to maintain
the per capita production values achieved
in 1969. Over that period the per capita
production indexes fell slowly but stead-
ily, decreasing about 5 per cent. In terms
of annual rates, while the total volume of
agricultural production increased by 1.4
per cent, per capita production declined
by 1.6 per cent. The pattern of food pro-
duction indexes was the same.

As a result of the virtual stagnation
(the increase being only 0.8 per cent) of
Latin America’s agricultural production
in 1972, per capita production in that
sector fell by 2 per cent in relation to
1971, and if only food products are
taken into account production fell by 3
per cent.

The production of wheat, one of Latin
America’s chief cereal crops, increased by
4.5 per cent from 1971 to 1972, exceed-
ing 12 million metric tons. The drop in
the combined production of corn and
sorghum amounted to 10 million met-
ric tons, a drop which in large part
explains the unavoidable increase in the
region’s cereal and grain imports. The
area’s rice harvest rose by 4 per cent,
from 10.7 million metric tons in 1971 to
11.1 million tons in 1972.

Sustained world demand and higher
prices helped boost sugar production,
which reached 15.9 million metric tons
in 1972, Only slight gains were made in
cotton production, but new peaks were
achieved in soybean output and beef pro-
duction recovered in 1972. Finally, coffee
output shrank slightly in 1972, while
cacao was 10 per cent higher,

The rapid and sustained rise in world
prices for most of Latin America’s ex-
products  heavily

portable agricultural

1 The volume of agricultural production in-
cludes additions from other sectors, the value
added excludes those additions.
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boosted agriculture’s contribution to the
foreign exchange income derived from
foreign trade. In the 1969-72 period,
export sales of foodstuffs and agricultural
raw materials accounted for about half
of the value of Latin America’s total ex-
ports. During that period the average
annual growth rate in the volume of the
region’s agricultural exports was 0.3 per
cent. An increase of 10.2 per cent in
exports of animal feeds was canceled out
by a 7 per cent decrease in exports of
raw materials. At the same time, the
volume of agricultural products imported
by the region expanded at an annual
average of 7 per cent. In imports, too,
the fastest rise occurred in animal feeds.

Balance of Payments

Latin America’s balance of payments has
closely followed in recent years the
changes in the level of economic activity
and foreign trade of the industrialized
countries, and has also been affected by
world-wide inflationary trends and mone-
tary adjustments.

The region’s traditional trade sur-
plus turned into a deficit in 1971. A
modest surplus once again was achieved
in 1972 and indications are that a new
trend toward a larger surplus may be
underway. The deficit in the current ac-
count rose from 1970 to 1972, but the
net balance on long-term capital move-
ments largely offset this deficit in 1970
and 1971 and exceeded it in 1972, mak-
ing possible a positive basic balance in
the balance of payments in that year
and an unprecedented increase in inter-
national monetary reserves. Preliminary
information indicates that the region had
a slight surplus in its trade balance and
a new substantial increase in its interna-
tional reserves in 1973,

In 1971 the value of the region’s mer-
chandise exports rose by 4.4 per cent, an
increase smaller than the 11.8 per cent
hike in the value of imports. The trade
balance deficit was $195 million in that
year. In 1972 the increase in the value
of exports, which amounted to 17.8 per

cent, exceeded the 14.9 per cent increase
in imports, thus producing a trade bal-
ance surplus of $271 million. Prelimi-
nary data indicate that in 1973 the value
of exports increased about 40 per cent
and the value of imports by approxi-
mately 25 per cent.

The marked variations in the growth
rate of Latin America’s exports over the
past three years were due to a variety of
factors. The most important were the
changes in the level of industrial activity
in the developed countries with which
Latin America trades, the effect of inter-
national monetary adjustments on the de-
mand for the region’s export products,
the rise in prices in the world primary
products markets and the success achieved
by several countries in diversifying their
exports. The increase in prices, which
started for many products in 1972 and
continued through 1973, affected the ma-
jority of the region’s agricultural exports
including coffee, meat, sugar, cacao, fish-
meal, cereals, wool and petroleum.

However, the favorable effect of
higher prices for exports of primary prod-
ucts was negated to some extent by in-
creased prices for imports. This was re-
lated to the inflation which affected the
industrialized countries and the 1971
and 1973 revaluations of major curren-
cies, which boosted the prices of many
products imported by countries producing
primary goods.

The long-term trend indicates that
Latin American merchandise exports
have undergone two significant changes
during the past decade. The first relates
to their composition and the second to
their destination. The share of manufac-
tures in total exports has increased in
most of the countries. For the region as
a whole that share moved up from 9.6
per cent in 1960 to 20.8 per cent in
1970. Regarding geographic destination,
the proportion of the region’s total ex-
ports shipped to the United States and
the European Economic Community, in-
cluding the United Kingdom, diminished
appreciably between 1960 and 1970. On
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the other hand, the proportion of ex-
ports going to Japan and, to a lesser ex-
tent, Canada, increased significantly. In-
traregional exports also increased during
this period.

The structure of Latin America’s im-
ports remained relatively stable. For the
region as a whole, imports of agricultural
products fell from 17.3 per cent of the
total in 1960 to 14.8 per cent in 1970,
while imports of minerals and metals
changed from 9.9 per cent to 9.5 per cent
over the same period. The geographic
origin of the imports shifted in the
same way as did the destination of the
exports. The proportion from the
United States and the European Econom-
ic Community declined while that from
Japan and Canada increased, as did in-
traregional imports.

The services account continued to

show a growing deficit between 1970
and 1972. Foreign exchange earnings
from exports of services rose from
$4,331 million in 1970 to $5,067 million
in 1972, an increase of $736 million. In
the meantime payments for imports of
such services climbed from $8,268 million
to $10,028 million, or an increase of
§1,760 million. The largest outflow was
caused by interest and dividends on for-
eign capital and freight and insurance
costs.

Latin America, like other developing
regions, is a net importer of capital and
the dividend and interest payments added
up to a heavy burden on the services ac-
count. The deficit under this heading
averaged $3,157 million per year in the
1970-72 period.

Under freight costs and insurance, the
greater part of the deficit is accounted
for by payments made outside the region
for transportation costs, due to the in-
adequate development of the Latin
American countriess merchant fleets. As
the region’s foreign trade rises this situ-
ation tends to worsen.

The travel category, which consists
mainly of income and expenditures for
tourism, is the only service item which
represents a source of net earnings for
Latin America. For the region as a whole
the surplus rose from $194 million in
1970 to $853 million in 1972. The lar-
gest share of this was accounted for by
Mexico, which in the three-year 1970-72
period collected 65.8 per cent of the re-
ceipts from and generated almost half of
the expenditures for tourism. Other
countries with positive balances in this
category were Jamaica, Panama and Trin-
idad and Tobago.

Considering the region as a whole, the
net inflow of foreign capital showed a
considerable increase over the three-year
period, rising from $2,623 million in
1970 to $5,379 million in 1972. This
made possible an appreciable rise in the
international monetary reserves of the
region, from $5,640 million at the end
of 1970 to $10,550 million at the end of

1972 and an unprecedented total of
$13,900 million in October 1973.

Economic Integration

During 1973 the existing integration ar-
rangements of Latin America carried out
a variety of activities, including the analy-
sis of the aims and prospects of their joint
effort and put into effect new instruments
to implement their activities.

With the entry into force of the Pro-
tocol of Caracas amending the Treaty
of Montevideo, which has been ratified
by all the association member countries,
the Latin American Free Trade Associa-
tion (LAFTA) started a process of ne-
gotiations which will continue in 1974.
The Thirteenth Conference of the Con-
tracting Parties resolved that three meet-
ings should be held to examine the entire
range of problems connected with zonal
integration, including the position of the
relatively less developed countries.

The annual negotiations dealt mainly
with complementation agreements. The
levels of previous years were maintained
as regards national lists, while those
relating to non-extensive lists showed a
slight increase.r The scope of industrial
complementation agreements was broad-
ened with the signature of three addi-
tional protocols covering 474 different
products, and producing 599 conces-
sions, a figure which compares very fa-
vorably with the 256 concessions of 1972.
The negotiations on national lists led to
the granting of 34 concessions, as com-
pared with 36 in 1972. In the non-
extensive lists, on the other hand, the
number was 115 as against 21 in the
previous year. Argentina, Brazil and Mex-
ico were the granting countries, while
Uruguay received 79 of the concessions.

In the LAFTA countries’ trade with
the rest of the world there was a sizable
increase in total exports, which grew by

1 The national lists include concessions by
one country to all the rest of the countries in
the integration system, while the non-extensive
lists are restricted to concessions by one coun-
try to another.
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15.3 per cent from 1971 to 1972. In
addition, intrazonal exports in 1972
totaled $1,632 million, or 16.6 per cent
above the 1971 total. The ratio of intra-
zonal exports to total exports was ap-
proximately 11.5 per cent in 1972.

In the Andean Group, the Commission
of the Cartagena Agreement and the
Government of Venezuela completed a
period of intense negotiations concerning
Venezuela’s entry into this subregional
integration group. On Dec. 31, 1973,
Venezuela officially became a member
of the Andean Group, on completion of
the pertinent legal formalities.

In the field of industrial programming,
the Board of the Cartagena Agreement
had a year of intense activity, including
both the execution of the metalworking
program and the drafting of proposals to
be submitted to the Commission of the
Agreement in the automobile, petrochem-
ical, pharmo-chemical, pulp and paper,
electronics and electrical communications
and fertilizer sectors and certain other
subsectors. Meetings of experts were held
in 1973 for the automobile and petro-
chemical sectors, programs which are in
the final analysis phase prior to submis-
sion to the Commission. Meetings of gov-
ernment experts were also held in the
pulp and paper and fertilizer sectors.

Regarding highway transportation, in
1973 the Commission continued consid-
ering the initial program for completion
of the Andean trunk system, for which
purpose a Physical Integration Council
was established to study further the meas-
ures proposed by the Board in December
1972. In the agricultural sector studies
have been made on ways to expedite
trade in agricultural products and to
launch joint agro-livestock development
programs.

Between 1968 and 1971, exports be-
tween the Andean Group countries, ex-
cluding Venezuela, grew 106 per cent,

FARM MARKETING AND STORAGE facili-
ties in Latin America are being expanded
with the help of Bank loans. These silos
for corn and rice were built in Venezuela.
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reaching in the latter year slightly less
than 4 per cent of the subregion’s total
exports.

In the Central American Common
Market (CACM) significant progress
was made in 1973 with the formation
of the High Level Committee created
by the tripartite meeting held in Decem-
ber 1972 between the ministers of econ-
omy or finance and the presidents of the
Central American central banks. The
High Level Committee, officially set up
in May 1973, proposes, with the coop-
eration of the Secretariat of the General
Treaty of Central American Integration,
to seek means and systems for restructur-
ing the common market and drawing up
a draft framework treaty, based on stud-
ies that are to be completed before Dec.
31, 1974.

Trade between the Central American
countries rose 10.5 per cent in 1972 and
intrazonal exports for the year repre-
sented 22.5 per cent of the region’s total
exports.

Within the Caribbean integration
movement, the Seventh Conference of
Chiefs of State held in October 1972 to
transform the Caribbean Free Trade As-
sociation (CARIFTA) into a common
market was followed on July 4, 1973, by
the signature of the Treaty of Chagua-
ramas by Barbados, Guyana, Jamaica and
Trinidad and Tobago. This treaty estab-
lished the  Carribcan  Community
(CARICOM), and became effective on
Aug. 1, 1973. It is expected that the re-
maining members of CARIFTA will be-
come contracting parties on May 1, 1974.
The legal instrument establishing the
Community permits the addition of terri-
tories.

The CARICOM Treaty institutional-
ized the Conference of Chiefs of State
and established a Common Market Coun-
cil, a Permanent Committee of Ministers
responsible for external affairs for the
community and various other permanent
ministerial committees such as those for
health, labor and finance. Certain asso-
ciated institutions are also expressly re-

ferred to in the Treaty and are formally
incorporated in the regional cooperation
effort of the community.

By resolution of the CARIFTA Coun-
cil of Ministers of July 1973, the Carib-
bean Investment Corporation was for-
mally established in August when Belize
became the tenth signatory to its charter.
The Corporation, based in St. Lucia, is
a joint effort of the governments of the
relatively most developed countries and
the private sectors of the region to foster
the establishment of industrial activities
and thus create employment in the least
developed member countries.

Domestic Financing

For the region as a whole, investment
as a ratio of gross domestic product rose
from 18.9 per cent in 1969 to 19.6 per
cent in 1972, growing in real terms at an
annual rate of about 7.5 per cent. Sav-
ings as a ratio of gross domestic prod-
uct declined slightly from 17.2 per cent
in 1969 to 16.9 per cent in 1972, grow-
ing in absolute terms at an annual rate
of 6 per cent.

While more than half of the Latin
American countries were able to increase
their investment ratios in the 1969-72
period, in two-thirds of them the savings
ratio declined. As a result, for the region
as a whole, the share of domestic savings
in total investment declined from 91 per
cent in 1969 to 87 per cent in 1972. Net
external resources accounted for the re-
maining 9 and 13 per cent, respectively.

As shown in the accompanying table
and using 1971 as a base, Latin America’s
investment coefficient was higher than
that of South Asia and was lower than
those of all other groupings. The region’s
savings coefficient was slightly above that
for the developing countries as a whole
but lower than that of Southern Europe
and East Asia. The position of Latin
America is more favorable when the re-
lationship between savings and invest-
(the proportion of investment
financed with domestic resources) is com-
pared. With 85 per cent, except for
Southern Europe, Latin America ranks
highest among the developing regions.

In the context of the investment and
savings effort of the Latin American
countries, the evolution of public finances
is of fundamental importance. To judge
from the data available on the central
governments, the fiscal position worsened
slightly in the majority of the countries
in the period from 1969 to 1972 when
compared to the preceding three-year
period. This is reflected in a more rapid
growth -of expenditures than revenues
and a rapid increase in the total deficit
for the Latin American central govern-
ments as a whole.

From 1969 to 1972, current revenues
of central governments increased at an
annual rate of 7.7 per cent, while total
expenditures rose at the rate of 9.1 per
cent. As a result, the total deficit of the
central governments rose at an annual rate
of 17.5 per cent and increased from 1.4

ment

International Comparison of Investment and Savings Ratio, 1971

In Per Cent of GNP

Savings-

Gross Domestic Investment
Investment Savings Ratio
Southern Europe 23.6 20.7 88
Middle East ... 21.6 129 60
East Asia ... 20.8 17.2 83
72114 {7 | U U e 20.2 15.1 75
LATIN AMERICA . ... . 19.5 16.5 85
SO ASIT wsmosommsimssmmsmmsessmmsmmssmss e s 14.6 12.0 82
Developing Countries ... 19.8 16.3 82
Industrial Countries memseroimmmran sonpouminsmns 23.9 245 103

SOURCE: For Latin America, Inter-American Bank estimates; for other regions, World Bank Annual Report 1973.
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per cent of the gross regional product
in 1969 to 2.2 per cent in 1972.

During 1972 some 90 per cent of cur-
rent receipts of the central governments
represented income from taxes. In the
same year, 61 per cent of total receipts
was derived from direct taxes—the same
proportion as in 1969—of which income
taxes represented the largest part (93 per
cent).

Capital expenditures increased at an
annual rate of 7.9 per cent from 1969
to 1972 and made up 30 per cent of
total central government expenditures for
the period.

The savings generated by Latin Amer-
ican central governments (current rev-
enues less current expenditures) repre-
sented 1.8 per cent of the gross product
in 1972, having increased at an annual
rate of only 0.5 per cent from 1969 to
1972. Central government savings fi-
nanced 59 per cent of capital expenditures
from 1969 to 1972, while the remaining
41 per cent was obtained through deficit
financing.

External Financing

The external financing ! received by Latin
America in 1972 is estimated at approxi-
mately $3 billion, a level about the same
as the average of the 1969-71 period.
Taking all developing countries together,
Latin America’s share of the net external
financing declined over recent years from
22.3 per cent in 1969 to 15.4 per cent in
1972.

Official bilateral assistance from the
United States to Latin America fell from
$372 million in 1971 to $361 million in
1972, figures well below the yearly aver-
ages of $627 million in the 1968-70
period and $579 million in 1961-65. In
the first nine months of 1973, this assist-
ance increased 38 per cent over that of
the same period in 1972.

1 Loan disbursements with maturities of one
year or more, less repayments of principal and
interest, plus grants, plus net inflow of direct
private investment, including reinvested profits,
and plus the balance of bond issues and retire-
ments.
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Relationship Between Investment and Savings, 1969-72

In Per Cent of GDP

Savings- Net
Gross Domestic Investment External

Country Investment Savings Ratio Financing
Argenting ... 20.7 20.0 97 3
Bolivia 14.7 10.6 72 28
Brazil ... 17.6 15.6 89 11
Chile ....-. 14.6 124 85 15
Colombia ..... 214 16.8 79 21
Costa Rica ......... 26.7 173 65 35
Dominican Republic 194 12.1 62 38
1T o] 21.3 12,5 59 41
El Salvador . 14.1 11.9 84 16
Guatemala ... ... 129 10.6 82 18
£ — 58 33 57 43
Honduras 18.7 134 72 28
Jamaica 254 153 60 40
Mexico ... 205 177 86 14
Nicaragua ............ 17 131 7 23
PRNATNE, wamomemsrssr o 27.2 21.0 77 23
PATERMAY: o i iisistmmniiniesnimmnsis St iinsnsa i 15.1 10.9 72 28
Peru ... 12.6 13.2 104 —4
Trinidad and Tobago ... 23.0 12.2 52 48
Uruguay ... 9.3 7:5 81 19
VENeZUElY worssmenmasnnmasmismass 254 24.8 98 2
LATIN AMERICA .. 19.2 16.9 88 12

SOURCE Inter-American Bank, basierdroTc?lciz;lr srtarii;tics of member countrrires.

Net assistance from the multilateral
agencies increased, however, from $717
million in 1971 to $895 million in 1972.
An outstanding feature is the increase in
net disbursements of development loans
granted by the multilateral agencies (the
the World
Bank Group). These disbursements con-
tinued the upward trend started in 1965
and reached the figure of $722 million
in 1972. The sustained growth of these
funds, added to the technical cooperation
granted by these agencies to increase the

Inter-American Bank and

effectiveness of investments, have become
an element of fundamental importance
to the development of the countries of
Latin America. The growth of multilat-
eral assistance continued in 1973, estab-
lishing a 27 per cent increase in the first
nine months of the year over the similar
period in 1972.

Private financing has also expanded
sharply in recent years, increasing from
$1,130 million in 1968 to $1,788 million
in 1971, the last year for which complete
statistics are available.

In 1972 the flow of net direct private
investment to Latin America amounted

to $1,030 million. This slightly surpassed
the average for the preceding four years
and completed a five-year period in which
private investment supplied the largest
quantity of external financing to the re-
gion. At the same time it should be
noted that a large percentage of these
funds has been invested in a limited
number of countries. Supplier credits
and private bank credits also rose, al-
though the pattern was irregular over the
course of the past decade.

The outlook for private external financ-
ing dimmed in 1972, continuing a trend
of recent years. This was largely due to
the general rise in interest rates in the
world capital markets and the restrictive
credit policies practiced by some indus-
trial countries.

In 1972 the average interest rate for
all the loans committed to Latin Amer-
ica by the U.S. Agency for International
Development, the Inter-American Bank,
the World Bank and the Export-Import
Bank rose to 5.9 per cent, compared
with 5.5 per cent in 1971 and 4.4 per
cent in the 1961-70 period.

The average life of these loans de-
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creased from 18 years in 1971 to 16.7
years in 1972 reflecting a reduction of
two years in the average repayment terms
of new loans authorized by the World

Bank and approximately one year in those
of the Export-Import Bank.

Considering financing conditions as a
whole, a substantial decrease occurred
in the “grant element” ! in loan com-
mitments. The grant element dropped
from approximately 50 per cent in the
1961-70 period to about 40 per cent in
1971 and 36 per cent in 1972.

At the end of 1971, the last year for
which complete statistics are available, the
public external debt of Latin America
reached $21,555 million, an increase of
10.4 per cent over 1970. The external
public debt of Latin America represented
27 per cent of the total for all develop-
ing countries.

In 1971 the proportion of financing
reccived from multilateral lending agen-
cies continued to climb, reaching 27.8
per cent of total indebtedness. Indebted-
ness to bilateral financing sources repre-

1This is calculated as the difference be-
tween the nominal value of the authorized
loans and the actual value of future amortiza-
tion and interest payments, discounted at a 10
per cent conventional rate, including the grants,
and expressed as a proportion of the total
nominal value.

sented 30.6 per cent, compared with the
maximum levels of around 37 per cent
in the 1965-67 period. The proportion
owed to suppliers and private sources
reached 36.1 per cent and that of bonds
continued to decline until it reached 5.5
per cent of total debt.

Over the past decade Latin America
has been able to reduce significantly the
proportion of its debt maturing in less
than five years from 54 per cent in 1960
to 47 per cent in 1965 and 44 per cent
in 1971. On the other hand, the propor-
tion of debt with maturities exceeding
10 years increased from 19 per cent in
1960 to 32 per cent in 1971.

Repayment of principal and interest
also recorded a rising trend. In 1971
such payments amounted to $2,651 mil-
lion. This accounts for 39 per cent of the
total debt service payments made by de-
veloping countries.

Up to the end of the last decade,
the debt service payments of the Latin
American region represented approxi-
mately 14 per cent of current export
earnings. This level was higher than the
13.1 per cent average during the first
five years of the 1960s.
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SCHOOLCHILDREN OBSERVE practical
application of campaign against foot-and-
mouth disease being waged in South
America with Bank support. Earlier they
heard talk on the importance of disease
control in the town of Talagante in Chile.

THE BANK IN 1973

During 1973—the fourteenth year of its
operations—the Inter-American Develop-
ment Bank once more provided record
financial support for the economic and
social development of its member coun-
tries in Latin America and the Caribbean.

During the year the Bank authorized
57 loans amounting to $884 million,!
compared to 52 loans for $807 million
in 1972. The Bank approved a higher
volume—$6.4 million—of nonreimburs-
able and contingent recovery technical
cooperation than it had in any previous
year, exceeding the previous record of
$5.8 million achieved in 1972. The Bank
also disbursed more funds—$582 mil-
lion—on approved loans than it ever

11In this report dollar figures used may in-
clude, as appropriate, the U.S. dollar equivalent
of amounts in other currencies in values of
Dec. 31, 1973. Figures in the narrative portion
of the report have been rounded out as ap-
propriate.

had and set new high marks for earnings.

Even more important, the Bank ex-
tended a higher volume of loans and
technical cooperation than ever before to
its economically less developed member
countries. In its support for its more
rapidly developing countries, the Bank
increasingly stressed projects and pro-
grams in their neediest sectors or least
developed areas.

In its efforts to attract additional re-
sources for Latin America’s development
the Bank made further progress during
1973. The goal to increase the ordinary
capital resources was achieved and addi-
tional contributions were made in the
replenishment of the Fund for Special
Operations. During the year, the Bank
pursued efforts to attract additional re-
sources of capital from nonmember coun-
tries by enlisting their membership in
the Bank, and negotiations looking to-
wards that goal continued in 1974.

LOANS AND DISBURSEMENTS

The $884 million lent by the Bank in
1973 represented the virtual attainment
of the goal of $900 million targeted for
the year when the Bank’s Board of Gov-
ernors recommended in 1970 that the
Bank’s resources be increased by $3.5
billion.

The year’s total brought the Bank’s
cumulative lending, as of Dec. 31, 1973,
to $6,309 million, net of cancellations
and exchange adjustments, distributed in
771 individual loans.

This lending compares with levels of
slightly more than $300 million achieved
in the years 1961-65; $450 million in
1966-68; $650 million achieved in 1969-
71, and surpasses the $800 million level
achieved in 1972.

During 1973 the Bank’s lending was
virtually balanced between loans extended
on conventional banking terms from the
ordinary capital resources and loans made

13




THE BANK IN 1973

on concessional terms from the Fund for
Special Operations, primarily to the
Bank’s least developed countries, regions
or neediest sectors. Some 51 per cent of
the year’s loans was authorized from the
ordinary capital resources, 48 per cent
from the Fund for Special Operations
and the remainder from the resources
which the Bank administers for Canada.
A summary of the loans authorized by
the Bank in 1973, as well as cumulative
totals, is shown below by sources of
funds:
ORDINARY CAPITAL RESOURCES:
19 loans (plus increases in previously
authorized export financing credits)
amounting to $453 million. This brought
the net cumulative total of ordinary capi-
tal loans to 251 for $2,652 million as
of Dec. 31, 1973.
FUND FOR SPECIAL OPERATIONS:
37 loans totaling $427 million, bringing
the net cumulative total to 375 loans for
$3,064 million at year end.
OTHER FUNDS: One loan amounting

The Bank’s Lending, 1961-73
In Thousands of Dollars

to $4 million, extended from the re-
sources which the Bank administers for
Canada. This brought the net cumulative
total extended by the Bank from the
resources which it administers for various
member and nonmember countries to
145 loans amounting to $593 million.
The latter includes 116 loans amounting
to $494 million authorized through 1965
from the Social Progress Trust Fund, the
resources entrusted in administration to
the Bank by the United States Govern-
ment in 1961; 19 for the equivalent of
$73 million from Canadian funds and 10
for $26 million from funds administered
by the Bank for Argentina, Sweden, the
United Kingdom and the Vatican.

The Bank’s cumulative lending on a
country-by-country and on a fund-by-fund
basis is shown in the table below.

The success achieved in recent years
by a great many of the countries of Latin
America in their development effort is,
of course, due primarily to their own
efforts. Within those efforts, the Bank’s

lending, along with that of other inter-
national and bilateral lending institutions,
acts principally as a catalytic agent.

Overall, the countries of Latin Amer-
ica and the Caribbean are providing ap-
proximately 88 per cent of their own
investment effort; the remaining 12 per
cent is being provided by the interna-
tional financial community and bilateral
lending sources. Within this framework,
the Inter-American Bank provides an
average of one dollar out of every three
required to carry out Bank-financed proj-
ccts. This average masks wide differences
of support for individual projects or re-
gions. For the neediest countries, the
Bank’s share of financing is much greater.

In all, the Bank’s cumulative lending of
$6,309 million as of Dec. 31, 1973, is
being matched by a total of $13,349
million in counterpart funds provided
primarily by the Latin American coun-
tries themselves in financing development
projects whose total cost amounts to
$19,657 million.

TOTAL DETAIL BY FUNDS
Ordinary Capital Fund for Special Funds in
Resources Operations Administration

Country Number Volume Number Volume Number Volume Number Volume
Argentina 67 $ 754,045 37 $ 480,253 25 $ 229,543 5 $ 44249
Barbados 2 3,800 — — 2 3,800 — —
Bolivia 36 202,770 3 68,766 24 110,112 9 23,892
Brazil 96 1,523,189 47 878,226 34 559,431 15 85,532
Chile 59 314,069 17 107,179 25 163,173 17 43,717
Colombia 70 618,864 30 314,918 28 236,308 12 67,638
Costa Rica 27 89,454 6 15,416 15 62,339 6 11,699
Dominican Republic 20 135,382 1 6,379 14 113,195 5 15,808
Ecuador 38 229,224 5 24,185 21 164,762 12 40,277
El Salvador 22 103,862 4 7,059 10 69,663 8 27,140
Guatemala 23 114,378 5 10,836 14 89,222 4 14,320
Haiti 8 45,637 — — 8 45,637 — —
Honduras 23 86,764 2 460 16 78,701 5 7,603
Jamaica 10 50,682 3 7,382 7 43,300 — —
Mexico 66 841,855 33 444,686 24 362,131 9 35,038
Nicaragua 26 118,950 7 17,917 15 87,998 4 13,035
Panama 23 99,622 1 1,517 19 85,243 3 12,862
Paraguay 27 142,232 4 6,200 17 122,270 6 13,762
Peru 46 269,106 18 53,522 16 169,119 12 46,465
Trinidad and Tobago 10 31,984 1 1,284 9 30,700 — -
Uruguay 27 113,711 12 60,882 12 41,279 3 11,550
Venezuela 33 333,376 13 126,215 12 134,300 8 72,861
Regional 12 85,575 2 18,385 8 61,504 2 5,686

TOTAL 771 $6,308,531 251 $2,651,667 375 $3,063,730 145 $ 593,134
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How Bank Projects are Financed
In Thousands of Dollars

Latin

The Bank’s America’s Total

Country Loans Counterpart Cost
Argentina $ 754,043 $ 1,890,347 $ 2,644,390
Barbados 3,800 2,200 6,000
Bolivia 202,767 171,994 374,761
Brazil 1,523.187 5,871,100 7,394,287
Chile 314,070 685,255 999,325
Colombia 618,864 796,192 1,415,056
Costa Rica 89,454 88,636 178,090
Dominican Republic 135,380 117,535 252,915
Ecuador 229,225 220,817 450,042
El Salvador 103,862 99,221 203,083
Guatemala 114,378 94,095 208,473
Haiti 45,637 9,416 55,053
Honduras 86,765 75,497 162,262
Jamaica 50,682 47,063 97,745
Mexico 841,855 1,612,010 2,453,865
Nicaragua 118,952 95,864 214,816
Panama 99,621 157,748 257,369
Paraguay 142,233 100,630 242,863
Peru 269,108 289,298 558,406
Trinidad and Tobago 31,984 29,250 61,234
Uruguay 113,712 118,134 231,846
Vengzuela 333377 600,323 933,700
Regional 85,575 176,219 261,794
TOTAL $6,308,531 $13,348,844 $19,657,375

A country-by-country breakdown of
how Bank projects are financed is shown

in the above table.

Disbursements

As indicated earlier, the Bank’s disburse-
ments on approved loans in 1973 ex-
ceeded those of any previous year,
amounting to $582 million, compared to
the previous record total of $479 million
set in 1972. As of Dec. 31, 1973, total
disbursements had risen to $3,668 mil-
lion, an amount which represents 58 per
cent of the loans authorized by the Bank
through that date. In relation to that
figure, it might be noted that projects
which the Bank finances take a substan-
tial number of years to implement and
that the Bank makes disbursements only
as construction goes forward or services
are rendered.

The disbursements for 1973, as well
as cumulative totals, are shown below by
sources of funds:

ORDINARY CAPITAL RESOURCES:

$259 million, bringing the cumulative
total to $1,531 million at year end.
FUND FOR SPECIAL OPERATIONS:
$312 million, bringing the cumulative
total to $1,591 million as of Dec. 31,
1973,

OTHER FUNDS: $11 million, bringing
the cumulative total which the Bank has
disbursed from funds administered for
the United States, Canada, Argentina,
Sweden, the United Kingdom and the
Vatican to $547 million as of Dec. 31,
1973,

The Bank’s cumulative disbursements
are shown on a country-by-country and
on a fund-by-fund basis in the table on
the next page.

Repayments

Repayments on loans were also greater
than in any previous year. By funds, they
included:

ORDINARY CAPITAL RESOURCES:
$89 million, bringing total repayments as
of Dec. 31, 1973, to $465 million.
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FUND FOR SPECIAL OPERATIONS:
$56 million, bringing total repayments
as of Dec. 31, 1973, to $193 million.
OTHER FUNDS: $26 million, bringing
total repayments as of Dec. 31, 1973, on
the funds which the Bank administers for
member and nonmember countries to
$152 million.

FINANCIAL HIGHLIGHTS

Under the terms of the Agreement Estab-
lishing the Bank, a complete separation
is maintained by the Bank on the
accounts it keeps for its various sources
of funds, including the ordinary capital
resources and the Fund for Special Op-
erations. These funds are held, used, obli-
gated, invested and otherwise disposed of
entirely separate from each other. How-
ever, to indicate the broad scope of the
Bank’s activities, the principal elements
of its financial highlights are given here.

During 1973 the overall earnings of
the Bank were higher than those regis-
tered in any previous year in its history.
The gross income earned in 1973 from
its own two principal sources of funds—
the ordinary capital resources and the
Fund for Special Operations—amounted
to $197 million, compared with $148
million in 1972. The net income was $71
million in 1973, compared with $41
million in 1972.

These earnings brought about a sub-
stantial increase in the Bank’s total re-
serves. As of Dec. 31, 1973, these had
risen to $336 million compared with
$247 million in 1972.

The principal financial highlights of
the Bank’s own resources, as well as the
Social Progress Trust Fund, are shown
below:

ORDINARY CAPITAL RESOURCES:
Net income: $38 million compared with
$19 million in 1972. Gross income: $142
million in 1973 compared with $107
million in 1972. Total reserves: $241
million as of Dec. 31, 1973, compared
with $186 million at the end of 1972.

FUND FOR SPECIAL OPERATIONS:
Net income: $33 million compared with
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The Bank’s Disbursements, 1961-73
In Thousands of Dollars

TOTAL DETAIL BY FUNDS
Ordinary Fund for Funds
Capital Special in

Country Amount Resources Operations Administration
Argentina $ 437,850 $ 279,865 $ 113,736 $ 44,249
Barbados 133 — 133 —
Bolivia 104,742 21,241 64,924 18,577
Brazil 845,324 410,401 360,516 74,407
Chile 276,233 104,980 129,140 42,113
Colombia 345,156 149,177 130,909 65,070
Costa Rica 52,625 15,131 25,794 11,700
Dominican Republic 57,198 6,379 42,273 8,546
Ecuador 81,507 14,968 34,978 31,561
El Salvador 48,883 7,059 16,275 25,549
Guatemala 64,943 10,836 39,787 14,320
Haiti 7,203 —_ 7,203 —
Honduras 51,574 460 43,512 7,602
Jamaica 13,891 1,332 12,559 -
Mexico 570,746 302,785 232,923 35,038
Nicaragua 65,270 16,218 36,017 13,035
Panama 60,989 1,517 46,610 12,862
Paraguay 82,242 6,200 66,474 9,568
Peru 184,181 42,353 95,727 46,101
Trinidad and Tobago 6,472 117 6,355 —
Uruguay 51,023 28,690 11,907 10,426
Venezuela 205,114 93,165 39,089 72,860
Regional 54,938 17,986 33,925 3,027

TOTAL $3,668,237 $1,530,860 $1,590,766 $ 546,611

$22 million in 1972. Gross income: $55
million compared with $41 million in
1972. Total reserves: $95 million on
Dec. 31, 1973, compared with $62 mil-
lion at the end of 1972.
SOCIAL PROGRESS TRUST FUND:
Net income: $17 million in 1973 com-
pared with $8 million in 1972. Gross
income: $13 million compared with $13
million in 1972. Accumulated earnings:
$46 million, as of Dec. 31, 1973, com-
pared with $30 million at the end of
1972. (The net income in 1973 includes
86 million in exchange adjustments.)
The financial statements for each of
these funds are shown later on in this
Annual Report on pages 71-101.

MOBILIZATION OF RESOURCES

As indicated at the start of this part of
the Annual Report, the Bank’s continu-
ing efforts to replenish its resources in
order to assure itself of timely and
orderly contributions to Latin America’s

economic and social development were
partially successful in 1973,

At its Eleventh Annual Meeting, held
in Punta del Este, Uruguay, in 1970, the
Board of Governors initiated action look-
ing towards a replenishment of the
Bank’s resources by $2 billion ($400 mil-
lion paid-in and $1.6 billion callable) in
terms of 1959 dollars in the Bank’s hard
loan window-—the ordinary capital re-
sources—and by $1.5 billion in its con-
cessional window—the Fund for Special
Operations.

Of these sums the United States was
to subscribe $823,520,000 ($150 million
in paid-in and $673,520,000 in callable)
to the ordinary capital resources and $1
billion to the Fund for Special Opera-
tions. The Latin American member coun-
tries were to provide $1,115,440,000
(8236,410,000 in paid-in and $879,-
030,000 in callable) to the ordinary capi-
tal and $500 million to the Fund for
Special Operations. The remaining $61,-
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SUBSCRIBED AS OF DEC. 31, 1973

Country Paid-In Callable Total
Argentina $124,422 $ 585,511 $ 709,933
Barbados 2,498 5,995 8,493
Bolivia 7,990 47,000 54,990
Brazil 124,422 585,511 709,933
Canada 48,254 244,501 292,755
Chile 34,164 160,781 194,945
Colombia 34,140 160,636 194,776
Costa Rica 3,996 23,500 27,496
Dominican Republic 5.327 31,365 36,692
Ecuador 5327 31,365 36,692
El Salvador 3,996 23,500 27,496
Guatemala 5,327 31,365 36,692
Haiti 3,996 23,499 27,495
Honduras 3,996 23,499 27,495
Jamaica 5,327 31,365 36,692
Mexico 79,980 376,379 456,359
Nicaragua 3,995 23,500 27,495
Panama 3,995 23,500 27,495
Paraguay 3,995 23,500 27,495
Peru 13,337 78,461 91,798
Trinidad and Tobago 3,995 23,500 27,495
United States 331,745 1,844,088 2,175,833
Uruguay 10,673 62,778 73,451
Venezuela 66,663 313,697 380,360

TOTAL $931,560 $5,710,356

$4,778,796

Resources (cumulative)
In Millions of Dollars
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040,000 of the ordinary capital increase
was to be available for subscription by
new members.

The increase in the ordinary capital
entered into effect on Dec. 30, 1971. The
paid-in portion was to be made effective
beginning in 1971, in three yearly in-
stallments for members subscribing more
than $10 million and in five yearly in-
stallments for members subscribing less.
The callable portion was to be made in
two installments, the final one due on
Dec. 31, 1973.

The timetable for the subscription of
the ordinary capital resources has in gen-
eral been met. Shortly after the period
covered by this report, on Jan. 4, 1974,
the United States completed payment on
its subscriptions. The Latin American
member countries had fulfilled their pay-
ments by Dec. 31, 1973.

The increase in the Fund for Special
Operations, originally scheduled to enter
into effect also in 1971 did not become

effective until Dec. 20, 1972. Under
amended terms of the resolution, the
contribution of the United States was to
be made in three tranches—$100 million,
$450 million and $450 million, due June
30, 1972, Oct. 31, 1972, and Dec. 31,
1973, respectively—and the contributions
of Latin American countries in tranches
of $50 million, $225 million and $225
million due on the same respective dates.

The Latin American member nations
had contributed, as of Dec. 31, 1973, all
of their $500 million. The United States,
on Jan. 4, 1974, shortly after the close
of the period covered by this report, paid
in another $225 million on its contribu-
tions. It had previously contributed $275
million. Payment of the balance of $500
million is subject to appropriation by the
United States Congress.

In addition, in 1973 the Bank received
payments from Canada amounting to
$13.3 million to the ordinary capital re-
sources and $20 million to the Fund for
Special Operations, This was the second
of three payments being made by Canada
as a result of its joining the Bank in 1972.
By the end of 1974 Canada will have
added $40 million to paid-in ordinary
capital resources, $60 million to the Fund
for Special Operations (plus the repay-
ments from $73 million of previous bi-
lateral loans to member countries) and
a callable capital subscription of $204
million.

The status of the ordinary capital re-
sources of the Bank and its Fund for
Special Operations is detailed in the
tables on this and the next page.

As an additional means of mobilizing
resources for the development of its
member countries in Latin America and
the Caribbean, the Bank throughout 1973
pursued efforts to enlist developed non-
member countries from outside the region
into membership.

As related in last year’s Annual Re-
port, on May 3, 1972, Canada joined the
Bank as a full member after the Bank’s
Board of Governors had approved an
amendment to the Agreement Establishing
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the Bank to permit Canada to join. The
resolution also paved the way for the
eventual admission into the Bank of
other developed countries outside the
Western Hemisphere under conditions to
be set by the Board of Governors.

Efforts to attract substantial additional
resources for Latin America’s develop-
ment countries by
bringing them into active membership in
the Bank stem from a directive of its
Board of Governors taken in April 1970
at the Bank’s Eleventh Annual Meeting
in Punta del Este, Uruguay.

At that meeting the Board of Gov-
ernors adopted a resolution establishing
a seven-member committee representing
the groupings of countries on the Board
of Executive Directors. The Committee,
which was composed of the Governors
for Argentina, Brazil, Mexico, Nicaragua,
the United States, Uruguay and Venc-
zuela, was to examine various alterna-
tives designed to assure an increased flow

from nonmember

Fund for Special Operations
In Thousands of Dollars

Contribution Quotas
Authorized and

Country Subscribed
Argentina $ 246,319
Barbados 837
Bolivia 22,684
Brazil 253,973
Canada 73,281
Chile 71,068
Colombia 69,722
Costa Rica 10,224
Dominican Republic 13,743
Ecuador 13.372
El Salvador 9,911
Guatemala 13,597
Haiti 11,159
Honduras 10,995
Jamaica 13,193
Mexico 159,094
Nicaragua 10,770
Panama 10,380
Paraguay 11,974
Peru 34,223
Trinidad and Tobago 9,890
United States 3,040,350
Uruguay 26,539
Venezuela 132,169
Unassigned 123,869

TOTAL $4,393,336
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of resources to the Bank from developed
countries not presently members.

Under the chairmanship of the Gov-
ernor for Mexico, the Committee (which
was broadened in accordance with an ex-
pansion in the Board of Executive Di-
rectors to nine with the addition of
Canada and Colombia in 1972) met on
nine occasions prior to the end of 1973.
At a meeting held in Washington
Sept. 24, 1972, the Committee approved
a set of principles for the admission of
nonregional members to the Inter-Ameri-
can Bank.

These principles were modified by the
Committee in Kingston, Jamaica, prior
to the Bank’s Fourteenth Annual Meet-
ing in May 1973 and subsequently the
full Board of Governors took note of the
efforts of the Committee and requested
the President of the Bank to continue the
negotiations with prospective nonregional
members, to instruct the Board of Execu-
tive Directors to study and propose such
changes as may be necessary in the Agree-
ment Establishing the Bank as a result
of the negotiations with nonregional
countries and to extend the mandate of
the Committee until the Fifteenth Annual
Mecting of the Board of Governors.

Subsequent to the period covered by
this report, the Committee held a tenth
meeting—this time in Port of Spain,
Trinidad, on Jan. 7 and 8, 1974—at
which the topic was further considered.

Borrowings

During 1973 the Bank raised a total
of $131 million in borrowings in the
world’s capital markets, and thanks to
the favorable treatment it received from
the countries involved, was able to avoid
much of the impact of the restrictions
and higher interest rates which generally
prevailed in such markets.

The 1973 issues raised the Bank’s out-
standing borrowings as of Dec. 31, 1973,
to $1,260 million. This was composed of
$742 million owed in nonmember coun-
tries, $435 million in the United States
and $83 million in Latin America. These

Outstanding Borrowings as of
Dec. 31, 1973
In Thousands of Dollars

Austria $ 27,242
Belgium 16,750
Finland 450
France 43,129
Germany 267,164
Israel 2,500
Italy 69,835
Japan 122,429
Latin America 83,300
Netherlands 23,239
Norway 4,000
Spain 14,412
Sweden 17,778
Switzerland 116,923
United Kingdom 16,020
United States 434,500

TOTAL $1,259,671

borrowings are summarized on a country-
by-country basis in the table at the top of
this column.

The Bank’s long-term borrowings in
1973 included: $28.6 million in Japan,
$24.6 million in Switzerland, $13.9 mil-
lion in Spain and $10.7 million in Aus-
tria. In addition the Bank also sold its
eighth short-term bond issue, $53.4 mil-
lion in Latin America.

The new borrowings negotiated by the
Bank in 1973 included:

JAPAN: $28.6 million.

e 3 billion convertible yen (equivalent
to $10.7 million) in the form of a sale
of notes to a group of Japanese financial
institutions. The notes, known as "‘Japa-
nese Yen Notes of 1973—Series A" were
sold to 14 Japanese financial institutions
through the Bank of Tokyo, Ltd., acting
as manager, and the Mitsubishi Trust
and Banking Corporation, acting as co-
manager. The notes, which are dated
March 1, 1973, have an average life of
9V years, carry an interest rate of 7 per
cent per annum, and will be redeemed in
five annual installments beginning in
1979,

® 5 billion convertible yen (equivalent
to $17.9 million) in the form of a loan
obtained from the Export-Import Bank of



ALUMINUM PLANT in Venezuela doubles
production with the help of an Inter-
American Bank loan extended in 1970.
Plant is located at Ciudad Bolivar in rapidly
growing Eastern Venezuela.

Japan on Nov. 7, 1973. The loan has a
final maturity date in 1988, a grace
period of three years and an interest rate
of 7 per cent per annum. It will be re-
paid in 24 semiannual installments, be-
ginning Sept. 20, 1976, and ending
March 20, 1988. The Bank can effect
drawings on the loan up to Oct. 31, 1974.

SWITZERLAND: $24.6 million.

e 80 million Swiss francs (equivalent
to $24.6 million) in a bond issue sold
through a public offering by a group of
Swiss banks headed by the Union Bank
of Switzerland, the Swiss Bank Corpora-
tion and the Swiss Credit Bank. The 6

per cent, 15-year bonds were priced at
par. Dated July 15, 1973, the bonds will
have a final maturity date of July 15,
1988. In each of the years 1984 through
1987 up to 15 million Swiss francs of the
bonds are scheduled to be purchased at

or below par during the 60-day period
preceding the coupon date. The remain-
ing bonds will mature on July 15, 1988.
The Bank will have the right to redeem
all of the bonds at par on July 15, 1983,
or on any Subscqucnt interest payment
date.

SPAIN: $13.9 million.

® 800 million pesetas (equivalent to
$13.9 million)
line of credit obtained from the Bank of
Spain on March 12, 1973. The credit
can be drawn down over a period of two

in a freely convertible

years, ending March 12, 1975. It was
made at the concessional interest rate of
6 per cent with an amortization period of
12 years. The loan will be repaid in 8

equal installments beginning in 1978.

AUSTRIA: $10.7 million.

e $10.7 million (200 million Austrian
schillings) in the form of a loan ex-
tended to the Bank by the Government
of Austria at the concessionary interest
rate of 4 per cent. The loan, which was
matched by similar loans to the World
Bank and the Asian Bank, represented
part of Austria’s foreign aid program.
The loan was extended for a term of 15
years and was made available in two
equal tranches—one on Oct. 1, 1973,
and the other on Jan. 2, 1974, The two
tranches are to be repaid in ten annual
installments each, the first starting in
1979 and the second in 1980.

LATIN AMERICA: $53.4 million.

e On April 15, 1973, the Bank sold
its eighth short-term issue—$53.4 million
—at par to central banks and other gov-
ernmental agencies in 15 member coun-
tries of the Bank. The two-year bonds
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will mature April 15, 1975, and carry
an interest rate of 7 per cent per annum.
The proceeds of the issue were used for
the most part to refund $47.4 million in
two-year bonds issued in 1971. Member
countries purchasing the issue were
Argentina, Bolivia, Brazil, Colombia, the
Dominican Republic, Ecuador, EI Salva-
dor, Guatemala, Honduras, Mexico, Nic-
aragua, Paraguay, Peru, Trinidad and
Tobago, and Venezuela.

In a further cooperative venture, the
Government of Switzerland entrusted a
special fund in administration to the
Bank, under an agreement signed Oct. 4,
1973, To be known as ““The Swiss De-
velopment Fund for Latin America,” it
was established with an initial 30 million
Swiss francs (approximately $10 million).

The resources of the Fund are to be
made available to the Bank beginning in
1974. Loans authorized with the Fund
will be made on terms and conditions
similar to those of the Bank’s Fund for
Special Operations. Such loans are made
on terms which currently include grace
periods ranging from 5 to 10 years,
amortization periods going from 25 to
40 years and interest rates ranging from
2 to 4 per cent annually (with 1 per cent
annually for the neediest countries during
the grace period), depending on the type
of project to be financed and the country
involved. Procurement of goods and serv-
ices under loans from the Fund will be
open to international competitive bidding
procedures and will not be tied to pro-
curement in Switzerland.

DISTRIBUTION OF LOANS

A marked characteristic of the Bank’s
support for Latin America’s development
over the past three years has been the
increasing share of its loans and technical
cooperation which has been channeled
towards its economically less developed
member countries. In so doing, the Bank
has been implementing a resolution ap-
proved by its Board of Governors at the
Twelfth Annual Meeting in Lima, Peru,
in 1971. In that resolution the Governors

20

called on the Bank to improve its action
in favor of the economically less de-
veloped countries and, to the extent ap-
propriate, in favor of those of insufficient
market.

Implementing a resolution adopted by
the Board of Governors at its Thirteenth
Annual Meeting in Quito, Ecuador, in
1972, the Bank put into effect new guide-
lines which provide:

e That payments of principal on
loans with the new resources of the Fund
for Special Operations (those stemming

Distribution of Loans

19% Electric
Power

ECONO

from the $1.5 billion increase which en-
tered into effect Dec. 20, 1972, as well
as the Canadian contribution of $60 mil-
lion) be effected in the respective cur-
rencies lent,

e That interest rates reflect the con-
cessionary nature of Fund for Special
Operations resources, providing greater
concession to less developed countries.

e That such rates for the more ad-
vanced countries should be 4 per cent for
economic projects and 3 per cent for
social projects. That for the remaining
countries the rate should be 2 per cent
for both economic and social projects
and that in the case of the least de-
veloped countries the interest rate should
only be 1 per cent during the grace
period.

® That the grace period should be up

to five years in the more advanced coun-
tries and from up to seven to up to ten
in the others.

e That the amortization period for the
more advanced countries could be as long
as 25 years and for the remaining coun-
tries from up to 30 to up to 40 years.

e That Fund for Special Operations
loans to the less developed countries
might appropriately finance up to 80 per
cent and, in exceptional cases, up to 90
per cent of the total cost of a project,
compared with the traditional policy of
50 per cent.

Even before the new increase in the
Fund for Special Operations was paid
in, the Bank on June 1, 1972, adjusted
its interest rates and grace periods on
loans being financed with the previous
resources of the Fund to the new con-
cessional policy and that policy applied
throughout the remainder of the year.
On Jan. 29, 1973, the Bank put the
policy with regard to the new Fund for
Special Operations resources into effect.

Implementing these guidelines, the
Bank in 1973 extended substantially more
loans to the relatively less developed
member countries and to those with an
insufficient market than it had in any
previous year. During the 1973 year the
economically less developed countries and
insufficient market
received loans totaling $316 million,
compared with $245 million received by
those countries in 1972. The 1973 figure
represented nearly 36 per cent of the
Bank’s total lending and marked the con-
tinuation of an accelerating trend initiated
in 1970, when the percentage was about
22 per cent.

Even more important to the develop-
ment of these countries was the fact
that some 62 per cent of the Bank’s con-
cessional lending went to the two groups
of countries, thus exceeding the target
of the Governors of 1972 that at least
50 per cent of such loans should go to
those countries. Thus of $427 million
extended in loans from the Fund for
Special Operations $263 million was au-

those nations with




thorized for the groups of countries clas-
sified as least developed or of insufficient
market.

In this connection six of the least de-
veloped countries obtained the highest
yearly volume of loans that they had ever
received from the Bank.
Bolivia, $47 million; the Dominican Re-
public, $39 million; Ecuador, $56 mil-
lion; Guatemala, $37 million; Haiti, $22
million, and Nicaragua, $29 million.

They were

In its development support for the
region’s most developed countries, the
Bank continued a trend of giving cata-
lytic support for large-scale projects of
broad economic impact. Such projects,
which bring about basic living changes
over broad areas, are generally too large
to be financed by any single agency. In
such cases the Bank's loans provide a
vital thrust to the nation’s own efforts,
along with the financing provided by
other international financial agencies and
bilateral entities and private sources of
capital in the developed world.

Two 1973 projects illustrate the point.
In a $725 million expansion program be-
ing carried out at the Paulo Afonso
hydroelectric project in Brazil’s under-
developed Northeast, a Bank loan of
$84.8 million represented 11.7 per cent
of the total cost. The power company
involved put up 68.3 per cent, the World
Bank 10 per cent and other parallel
financing 10 per cent.

In 2 $648 million steel mill being built
at Las Truchas in Mexico, a Bank loan
of $54 million represented just 8.3 per
cent of the total cost; the steel firm put
up 46.3 per cent, the World Bank 10.8
per cent, bilateral credits 27.6 per cent,
and other credits the remaining 7 per
cent. By 1980 the plant will produce a
third of Mexico’s estimated steel con-
sumption.

Sectoral Lending

By sectors, the Bank’s 1973 lending
reflected a broad balance among the
directly productive, the economic infra-
structure and the social infrastructure

sectors. In relation to its lending in 1972,
the Bank substantially increased its sup-
port for the directly productive sectors
due to higher lending in agriculture;
maintained its lending in the economic
infrastructure fields at virtually the same
level and, thanks to record lending for
education, substantially increased its lend-
ing for social infrastructure. The Bank
also slightly increased its overall lending
for other fields, including preinvestment
and tourism.

Notable in recent years has been the
emphasis placed by the Bank in its lend-
ing on projects and programs designed
to meet Latin America’s needs for en-
ergy. Support for those energy programs
has gone primarily for projects to gen-
erate, transmit and distribute electric
power.

BULLDOZER CARVES SWATH through

Panamanian jungle in Bank-financed pro-
gram to build secondary roads in central
and western parts of the country. This
stretch is between Volcan and Sereno.

Hydroclectric power resources are abun-
dant throughout much of Latin America,
and the Bank has given support to major
projects being carried out by Argentina,
Brazil, Colombia, the Dominican Repub-
lic, Ecuador, El Salvador,
Paraguay and Uruguay.

In addition, the Bank has pioneered
in supporting projects to distribute gas

Guatemala,

as well as to refine petroleum. As early
as 1962 the Bank made a loan to help
Uruguay improve an oil refinery and the
next year authorized a loan to help Chile
build a 36,000-barrel-a-day oil refinery
near Concepcion.

Subsequently, the Bank
loans to help build gas pipelines in Ar-
gentina and Bolivia, designed to supply
the increasing demand for gas of Argen-
tina’s metropolitan centers.

Continuing this policy in 1973, the
Bank supported the expansion of petro-

authorized

leum refinery capacity in Bolivia to meet
that nation’s expected demand through
1985.
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THE BANK’S PROFILE IN FIGURES, 1960-73

In Thousands of Dollars

_1960 _ 1961 _ 1962 _ 1963 _ 1%
TOTAL RESOURCES
Subscriptions (End of Year)
Ort A RO R RBRAUIERS e 813,200 813,200 813,200 813,200 1,285,000
Fund for Special Operations .. ... 146,300 146,300 146,300 146,300 218,900

Social Progress Trust Fund ... — 394,000 394,000 394,000 525,000

T T R B A E o - e 9,300
D e R e e 959,500 1,353,500 1 353 _592 1,353,500 2 038,200
BORROWINGS
Qnistanaing Deht TEadiofYear) o . i i — - 99,200 99,200 272,600
Annual Borrowings:
TR S e R e R R e et S AN s S A SN T - — 99,200 — 173,400
Wit e s TR ) e e R A S S P S S — — 99,200 — 173,400
OPERATIONS
Loans Authorized (Cumulative) '
T T L i A O g P — 130,000 208,800 385,800 544,600
Fund for Special Operations .. —_ 48,100 88,300 121,700 170,900
Social Progress Trust Fund ... . — 115,600 320,600 367,600 450,000
Dl e S SRR Sl S e R S L e o S LR — — =
B = 293,700 617,700 875,100 1,165,500
Loans Authorized (Annual)
e T e i S S S S R ENE S R 130,000 83,700 179,300 164,000
Fund for Special Operations . 48,100 40,800 32,500 49,400
Social Progress Trust Fund ... 115,600 204,900 47,100 85,900
Sl U T PR R R R S e sy S R G Al = St e e
SR A e R S R S O B e OSSR e S e f e 293,700 329,400 258,900 ~ 299,300
Loan Disbursements (Annual)
G e e T e e G R S S S RN 3,200 28,000 59,800 106,600
Fund for Special Operations .... o 2,600 8,800 15,300 24,600
Social Progress Trust Fund 900 21,900 65,900 66,800
fither blmdls -0 - — 5,000 100
BORENRE L e e e e e R - 6,700 58,700 146,000 198,100
Loan Repayments (Annual)
D iRacy GERUBLROSOUITES i ot iienionssirare — — — 600 4,800
e Dl e L o PR TS SRR TR S SR e — — — 100 900
e T T T T e S S A S NS O — — - 1,300 2,900
Other Funds s e =7 B T RN
. - = = _ 2000 8600
Nonreimbursable Technical Cooperatlon Authorized (Annual)
Fund for Special Operatlons ..... 50 1,600 1,300 1,200 1,300
Social Progress Trust Fund . S 1o 1,100 1,600 1,500
rnEl e f s i e s S e N e e e S (RSN el P £ T 50 2,700 2,400 2,800 2,800
ADMINISTRATION
Administrative Expenses ’
Sl b e SR T e N S Sl S 1,600 4,700 7,400 8,700 10,000
Net Income (Less Technical Cooperation Expense)
et e e T O S S S S A 40 440 2,800 3,900 4,800
e T o] et e S S S L e 30 (340) (600) (100) 1,100
Reserves (End of period)
S T e e e S P RS K S NSt RS ot ) 40 440 2,800 7,700 13,900
SRt OIS eeal EpBtallOns = o 130 o H(220) 400 300 1,400
LR e e S R e Y RS 170 220 3,200 8,000 15,300

1 Net of cancellations and exchange adjustments.
2 Including loan supervision and inspection expenses after 1965.
Note: These figures reflect adjustments in U.S. dollar equivalent of nonmember currencies.
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i (1986 _1967 L G B ... oo _18m e 3973
1,769,800 1,769,800 1,778,800 2,259,600 2,282,300 2,763,000 3,465,900 4,373,000 5,710,300
1,119,500 1,119,500 2,321,400 2,321,400 2,328,000 2,328,000 2,328,000 3,987,600 4,383,600
525,000 525,000 525,000 525,000 525,000 525,000 525,000 525,000 525,000
25,200 44,400 60,200 69,500 69,800 81,000 105,800 113,700 125,000
3439500 3,458,700 4,685,400 5i%50 3,205,100 5,697,000 6:424,700 e 14745500
285,100 387,400 513,600 632,300 767,200 915,100 1,017,800 1,137,400 1,259,700
12,500 110,400 146,000 176,900 177,400 187,000 181,000 141,000 131,200
12,500 102,300 126,200 118,700 134,900 147,900 102,700 119,600 122,300
655,700 747,200 901,100 1,081,700 1,294,100 1,486,000 1,763,500 2,161,800 2,651,700
366,400 656,900 967,500 1,169,800 1,581,600 2,021,600 2,404,900 2,687,100 3,063,700
501,200 501,200 501,000 498,700 496,100 494,700 494,200 494,200 494,200
4,200 8,100 20,500 47,700 57,800 66,300 82,100 97,500 98,900
Listow 1,913,400 2,390,100 SIAN 3,429,600 4,068,600 4,744,700 580,600 - 6,308,500
121,500 100,900 171,000 193,600 208,900 194,500 236,000 443,300 453,000
196,600 291,300 313,000 210,100 412,500 443,000 399,500 344,200 426,700

1,200 ks 28 i = i e = il
e __3.900 12400 _ .20 _-10.100 _.5.900 __16,300 18700 sy
373,500 396,100 496,400 430,900 631,500 644,400 651,800 807,200 884,000
82,900 97,200 113,000 112,900 139,200 151,100 201,100 185,800 258,900
28,600 44,600 69,600 120,500 192,300 244,600 249,000 278,700 311,500

70,600 70,000 59,900 55,100 58,500 23,200 1,400 = —
== 5000 e N _9500 5400 e 000 10,500 a1 4L
185,100 212,000 243,100 292,000 395,400 427,900 462,400 478,600 581,700
8,800 18,500 29,500 40,200 51,200 66,200 74,000 80,400 88,700
3,200 5,500 6,600 8,600 11,900 20,700 34,500 45,300 56,300
4,300 6,200 10,300 13,800 17,500 19,800 19,300 21,400 23,200
800 300 1,000 1,000 1,500 1,300 1,600 1,000 2,900
17,100 30,500 47,400 63,600 82,100 108,000 129,400 148,100 171,100
1,100 1,100 1,600 1,300 1,700 2,000 2,300 2,000 2,900
2,000 1,900 3,500 2,400 3,600 3,100 3,600 3,800 3,500
3,100 3,000 5,100 3,700 5,300 5,100 5,900 5,800 6,400
11,900 14,600 17,900 21,700 25,600 29,400 33,800 34,100 39,100
5,000 6,700 9,100 14,300 20,200 33,100 23,600 19,100 37,900
2,000 2,400 3,200 1,800 4,700 9,700 14,400 22,000 33,600
21,000 30,500 43,200 60,000 85,200 124,200 154,600 185,600 241,200
3,400 5,800 9,000 10,700 15,400 25,100 39,500 61,500 95,100
24,400 36,300 52,200 70,700 100,600 149,300 194,100 247,100 336,300
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THE BANK IN 1973

Distribution of Loans, 1961-73
In Millions of Dollars
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3000 4000 5000
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In its support for the transportation
sector, the Bank continued to emphasize
projects to unite nations and peoples
through the construction not only of
major highways, but also of secondary
roads. Notable in this regard was the
Bank’s loan supporting the construction
of the last remaining link in the Pan
American highway system—the long-
sought road through the Darien Gap
in Panama.

Another facet of the Bank’s lending
activity which deserves to be stressed is
the fact that during 1973 the Bank de-
voted more support to higher, technical
and vocational education in Latin Amer-
ica than it had provided in any previous
year in its history.

While most of the Bank’s loans are
oriented to projects in only one sector,
a few cover aspects of projects which
embrace more than one sector. This was
particularly true in 1973 of a $16.7
million loan which the Bank extended
to Nicaragua from the Fund for Special
Operations as a contribution to the re-
construction of Managua after an earth-
quake destroyed five square miles of the
city and damaged other areas. The loan,
which is helping to restore services, in-
stallations and the directly productive
sectors of the economy, included $5 mil-
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lion for agricultural projects, $9 million
for industrial, $1,586,000 for transporta-
tion and communications and $1,114,000
for education.

On a cumulative basis, as shown in
the accompanying chart and table, the
directly productive sectors of agriculture
and industry account for 38 per cent of
the loans which the Bank has extended
in its 13-year lending history. Economic
infrastructure, including electric power
and transportation and communications,
account for 36 per cent, the social infra-
structure, including water supply and
sewage systems, urban development and
education, for 22 per cent, and the other
sectors of preinvcstment, export ﬁnancing
and tourism for 4 per cent.

The distribution of the loans of the
Bank by sectors during 1973 as well as
on a cumulative basis is shown in the
table on the opposite page.

Agriculture—Within the directly pro-
ductive sector, agriculture accounted for
$187 million of the Bank’s lending dur-
ing 1973 compared with $130 million in
1972. Some $107 million of that amount
was devoted to irrigation or irrigation-
related projects. Among them was an
$11.5 million loan from the Fund for
Special Operations to finance a project
to bring an area of nearly 104,000 acres

of the lower Rio Negro Valley in South-
ern Argentina into irrigation.

In the Dominican Republic an $18.8
million loan from the Fund is improving
irrigation on 33,000 acres of land in the
Yaque del Norte Valley and bringing an
additional 34,600 acres under irrigation
for the first time. A $20.8 million loan
from the Fund is enabling Ecuador to
establish year-round farming near Baba-
hoyo, through the use of irrigation and
advanced farming techniques, and an $8
million loan, also from the Fund, is
financing an irrigation and agricultural
development project in El Salvador on
7,500 acres of land 20 miles from the
capital city.

Finally, Mexico, which has been the
primary beneficiary of the Bank’s total
lending for irrigation, benefited from two
additional irrigation loans during the
year. A $14 million loan from ordinary
capital is financing a project designed to
rehabilitate an irrigation district in the
State of Chihuahua along the Rio Grande
River and another for $34 million from
the Fund is financing a further stage in
a small-scale irrigation works project be-
ing carried out in seven northeast states
to incorporate 123,500 acres of land into
irrigated farming.

During 1973 the Bank also lent sig-
nificant new support to a South America-
wide program begun in 1968 to initially
control and eventually eradicate foot-
and-mouth disease in cattle, making loans
for that purpose from the Fund for $5.6
million to Ecuador, $6 million to Peru
and $10.6 million to Venezuela.

Other loans in the agriculture field
were extended for a variety of projects,
including $6 million from the ordinary
capital to Colombia for the construction
of wholesale farm markets, $15 million
from the Fund to Ecuador to provide
credit for small-scale farmers, $7.9 mil-
lion from the Fund to Jamaica to finance
the establishment of self-supporting farm
units, $8.3 million from the Fund to
Nicaragua for land
project known as Rigoberto Cabezas, $4.2
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million also from the Fund for the estab-
lishment of agro-industries in Nicaragua.

Finally, two loans—$700,000 from the
ordinary capital and $2.4 million from
the Fund—were extended to finance im-
provements in the production of citrus
fruits in Uruguay, a $6.8 million loan
from the Fund channeled through the
Central American Bank for Economic In-
tegration is financing the construction of
grain storage facilities in Guatemala, and
another for $1.6 million is fostering co-
operative fishery development in the
Dominican Republic.

Industry and Mining—The $165 mil-
lion extended by the Bank for industry
and mining included a $46.5 million
loan to Bolivia from the ordinary cap-
ital resources to expand an existing
oil refinery in Cochabamba and build a
new one near Santa Cruz, a $40 million
loan to Brazil to help finance petrochem-
ical industries and a $54 million loan
to help finance the construction of a
1 million-ton steel mill in Mexico.

In addition to those major projects,
the Bank extended loans to foster devel-
opment of a variety of small- and
medium-scale industrial projects. A loan
of $6 million was made from the ordi-
nary capital to Peru to finance small-scale
mining projects, another for $3 million
from the Fund went to Panama for simi-
lar ones in industry and portions of two
loans amounting to $6 million extended
from the Bank to Jamaica are being de-

voted to small-scale industrial credit
facilities.
Electric Power—All of the Bank’s

4216 million in lending for electric
power went to major hydroelectric proj-
ects or transmission systems being built
in Brazil and Colombia.

In Brazil the Bank made large loans
for projects for which it has extended
a variety of financing in prior years. The
largest individual loan ever extended by
the Bank—$84.8 million from the ordi-
nary capital resources—is financing a
further stage in the development of the
Paulo Afonso hydroelectric complex

which is being carried out in Brazil's
northeast. The project will double the
capacity of the region’s power system to
nearly 4 million kilowatts by 1982, and
will prove a powerful stimulus to the
development of that vast emerging region
of the Brazilian nation.

Another loan extended in Brazil—
$54.2 million from the ordinary capital—
is financing the construction of transmis-
sion and distribution facilities to carry
electric power from the 3.2-million-
kilowatt Ilha Solteira and the 1.4-million-
kilowatt Jupid hydroelectric plants to con-
suming centers in Brazil's industrial area
of Sio Paulo.

In Colombia, the Bank’s electric power
loans included $48.5 million from the
ordinary capital resources to support the
second stage—in which the plant’'s ca-
pacity will be doubled to 1 million kilo-
watts—in the construction of the Chivor
hydroelectric plant 100 miles northeast of
Bogotd; $21.2 million from the ordinary
capital to help expand transmission and
distribution facilities in Bogotd and its
environs, and $4.5 million from the
ordinary capital and $2.4 million from
the Fund for Special Operations to in-
crease generating power capacity in the
Departments of Caldas, Risaralda and
Quindio in west-central Colombia.

Transportation and Communications—
The Bank’s lending in the transportation

Distribution of Loans
In Millions of Dollars

sector, which amounted to $135 million,
was of extraordinary importance to the
physical integration of the hemisphere as
well as to that of individual member
countries. A loan of $15 million, from
the Fund for Special Operations, is help-
ing to finance the construction of the
Pan American Highway through the
Darien Gap in Panama. Completion of
the road project will for the first time
unite South, Central and North America
with overland communications.

In Brazil the Bank extended a $36
million loan from the ordinary capital to
finance the completion of the principal
highway leading from Rio de Janeiro to
Santos and a $22.2 million loan from the
Fund is financing the construction of a
highway from Léogine to Les Cayes in
Haiti which is expected to spark agricul-
tural and other development in that por-
tion of the country. Another loan—$2.4
million from the Fund for Special Op-
erations—is helping to build an impor-
tant highway segment on the island of
Tobago.

Secondary roads are being built or im-
proved with loans of $16 million from
the Fund in Costa Rica, $17.5 million
from the Fund in Guatemala and $1.4
million from the ordinary capital and
$11.5 million from the Fund in Jamaica.

Finally, a loan for $11 million is fi-
nancing a further stage in the program

Sector 1973 % 1961-73 %
Directly Productive

Agriculture $187 21 $1,464 23

Industry and Mining 165 19 978 15
Economic Infrastructure

Electric Power 216 24 1,172 19

Transportation and Communications 135 15 1,099 17
Social Infrastructure

Sanitation 48 5 644 10

Urban Development 14 2 416 7

Education 91 10 287 5
Other

Preinvestment 14 2 109 2

Export Financing 10 1 98 1
_Tourism B 4 1 42 1

TOTAL $884 100 $6,309 100
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being carried out by the Government of
Colombia to improve its four major sea-
Cartagena, Bar-
ranquilla and Santa Marta.

ports—Buenaventura,

Sanitation—In the sanitation field,
Bank loans totaling $48 million are im-
proving water systems for Medellin,
Colombia; Santo Domingo, the Domini-
can Republic, and San Pedro Sula, Hon-
duras.

The Medellin water system is being
expanded with the assistance of $3.8 mil-
lion from the ordinary capital resources
and $8.5 million from the Fund for Spe-
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cial Operations; the Santo Domingo sys-
tem with a loan of $18.6 million from
the Fund, and the San Pedro Sula project
with one for $1.2 million, also from the
Fund.

A $10 million loan from the Fund is
financing a project to improve the sewage
and storm drainage system of Guatemala
City and a $6.3 million loan, also from
the Fund, is financing a project designed
to improve four of the five institutions
which form Peru’s National Institutes of
Health.

Urban Development—In the field of

FLASHING BRONZE INDUSTRIAL PARTS
are manufactured at this medium-sized
plant in Santiago, Chile. Plant was able
to buy two lathes with small credit re-
ceived from the Corporaciéon de Fomento
de la Produccion.

urban development, a $14.3 million loan
is enabling Ecuador to carry out a coot-
dinated program of urban infrastructure
in its capital city, Quito.

Education—The Bank’s education loans
during 1973, which amounted to a record
figure of some $91 million, financed
broad efforts to improve scientific, tech-
nological and vocational education in
Brazil and university education in Guate-
mala and Venezuela.

Two loans—8$6.2 million from the ordi-
nary capital resources and $25.8 million
from the Fund for Special Operations—
are contributing to major improvements
at nine principal research centers in
Brazil. A loan for $16 million, also from
the Fund, is helping to improve fa-
cilities at 54 tuition-free training and
apprentice centers and 7 mobile units
located in 22 states and the Federal Dis-
trict in Brazil.

Two universities in  Guatemala—
Rafael Landivar and Del Valle de Guate-
mala—are being improved and expanded
with the help of a $9.3 million loan from
the Fund. In Venezuela, a loan for $15.1
million from the Fund is expanding and
modernizing the Universidad de los
Andes in Mérida and another amounting
to $17.4 million from the Fund is im-
proving the Universidad Simén Bolivar,
a new university in Caracas dedicated to
training advanced professionals in science
and technology.

Tonrism—Portions of two loans ex-
tended for credit facilities for small- and
medium-size enterprises—$800,000 from
the ordinary capital resources and $3.2
million from the Fund for Special Op-
erations—are being devoted to the im-
provement of tourism in Jamaica.

Export Financing—The Bank’s export




financing credit amounted to $10 million
in 1973. Within the program, a $980,000
credit is enabling Peru to finance the ex-
port of deck equipment for small vessels
to Chile and revolving lines of credit
were augmented through repayments by
$953,600 in Argentina, $28,400 in Bo-
livia, $6,759,000 in Brazil, and by $1,-
466,500 in Mexico.

Preinvestment—The Bank’s preinvest-
ment loans, which totaled $14 million in
1973, included $10 million from the
Fund for Special Operations to help
Mexico finance the second stage of a
program to carry out technical and eco-
nomic studies of specific development
projects and $4.4 million from the
Canadian resources which the Bank ad-
ministers for the execution of a mineral
resources survey in Brazil.

PROGRESS ACHIEVED

During 1973 the Bank completed its
share in the execution of 42 additional
projects. The Bank’s lending investment
in these projects amounted to a net $263
million, and their total cost to $1,014
million. Projects completed during the
year brought the number totally carried
out with the assistance of Bank loans as
of Dec. 31, 1973, to 433 for $2,060
million out of the Bank’s overall total
of 771 loans for $6,309 million. Some
examples of the projects completed dur-
ing 1973 include:

e The execution of a program de-
signed to help the Companhia Vale do
Rio Doce (CVRD ), the largest iron ore
producer in Brazil, to expand its iron
ore production from 12.4 million tons
to 21.8 million tons a year and to in-
crease its exports. CVRD, which is
Brazil's largest iron ore producer and
leading single foreign exchange earner,
exports the bulk of its production pri-
marily to Japan and Western Europe. In
1968 the Bank approved a loan of $12
million from the ordinary capital re-
sources to help carry out the project,
whose total cost was $367 million.

e The termination of another phase of

Mexico’'s ongoing effort to increase farm
production and productivity through the
construction of irrigation projects in its
arid northwest. In 1966 the Bank pro-
vided $14.7 million to help irrigate some
99,000 acres of land in the El Carrizo
Valley of the State of Sinaloa through
the construction of distribution canals,
drainage systems and access roads. As
part of the project, which had a total
cost of $26 million, the Bank loan also
helped build 3,300 housing units in nine
communities.

® The execution of a program to im-
prove the study of agronomy and of
medicine at the university level in Haiti,
to institute a university-level program of
veterinary studies and to train rural
teachers and vocational technicians. In
1966, the Bank extended a $1.3 million
loan to the Bangue Nationale de la
Republiqgue "d’Haiti which was used to
purchase equipment and related materials
to improve the College of Agronomy and
Veterinary Medicine of Haiti, to complete
one rural normal school and build
another, to rehabilitate three agricultural
vocational schools and to modernize and
expand the College of Medicine, at a
total cost of $2.7 million.

e The completion of a program to
help Colombia expand its supply of meat
and milk through a livestock develop-
ment program and thereby increase ex-
ports of beef cattle to other Latin Ameri-
can countries and Europe. In 1967 the
Bank extended a $10.7 million loan to
the Banco Ganadero de Colombia to help
finance the project, which had a total cost
of $24 million.

e The construction of 3,622 housing
units, with their respective community
services, for low-income families in vari-
ous towns throughout Bolivia. Of these,
1,460 were built under the self-help
system, 1,944 were other single-family
units, 188 were in multi-family buildings,
and 30 in experimental units. The pro-
gram was implemented at a total cost of
$10.2 million with the help of a $5.3
million Bank loan approved in 1967.

e The completion of 62 feeder roads
with a total length of 1,156 miles in
Mexico as a first stage in the National
Feeder Road Program. To help open up
new farm land, reduce transportation
costs and link remote rural areas with
market centers, the Bank in 1965 ap-
proved a $21.3 million loan for the
project’s first stage, which was carried
out at a total cost of $35.7 million. On
completion of successive stages, the pro-
gram will benefit an estimated 8 million
inhabitants of 29 states and two terri-
tories in Mexico.

e The execution of an agricultural
credit subprogram designed to increase
beef production on 3,200 ranches and
vegetable and citrus fruit output on
1,050 farms in the Provinces of Formosa,
Chaco, Corrientes, Misiones, and a por-
tion of Santa Fe in Argentina’s relatively
less developed northeast. The Bank in
1969 extended a $20.7 million loan
which has helped to improve land and
water use, build rural structures, pur-
chase breeding stock and agricultural
equipment and plant perennial crops and
pastures at a total cost of $41.7 million.

Since the Bank initiated operations, it
has maintained records which provide a
statistical picture not only of the Bank’s
lending but also of the physical accom-
plishments and change being brought
about in Latin America as a result, and,
when feasible, the number of persons
whose lives are being improved thanks
to the execution of Bank-financed pro-
jects.

To give an overall view of this, a
summary estimate of the accomplishments
which the Bank’s total lending has
brought about or is expected to bring
about, is given below:

Agriculture—A  total of 174 loans
amounting to $1.5 billion are helping to
finance agricultural projects whose total
cost amounts to $3.7 billion. When com-
pleted, these projects are expected to im-
prove or bring into production some 10.3
million acres of land. As of Dec. 31,
1973, some 8.8 million acres had already
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been improved or brought into produc-
tion, including 2.1 million acres through
irrigation. In addition, Bank loans have
provided more than one million farm
credits totaling $1.2 billion to individual
farmers and more than 100 farm coop-
eratives and 11 food markets have bene-
fited from Bank loans.

Industry and Mining—Some 139 loans
amounting to $978 million are helping
to finance industrial and mining projects
at a total cost of $5.3 billion. These loans
are helping to build or improve 74 in-
dustrial plants directly and thousands
more indirectly, by means of credits chan-
neled to small- and medium-scale enter-
prises through the region’s development
banks. Of the total, 52 industrial plants
are already in operation, another 22 are
under construction and 6,112 additional
firms, primarily small and medium, have
been built or have expanded their fa-
cilities with credits provided by the Bank
through development financing agencies.

Electric Power—A total of 64 loans
for $1.2 billion are helping to finance
projects in the electric power sector,
being carried out at a total cost of $4.8
billion. These loans are helping to in-
crease Latin America’s generating capacity
by 12.4 million kilowatts. They are add-
ing 58,896 miles of transmission and dis-
tribution lines to the region’s power net-
work and are improving distribution
systems in 1,141 communities. As of
Dec. 31, 1973, generating units with a
total of 3.9 million kilowatts were in
operation, 21,417 miles of transmission
and distribution lines had been laid and
improved power services had been
brought to 597 communities.

Transportation and Communications—
A total of 82 loans for $1.1 billion are
helping to finance transportation and
communications projects whose total cost
is $2.4 billion. This lending is helping
to build or improve 26,787 miles of
roads, including 7,304 miles of main
highways and 19,483 miles of secondary
or farm-to-market roads. As of Dec. 31,
1973, some 18,101 miles had been com-
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pleted, including 4,051 miles of main
highways and 14,050 miles of secondary
or farm-to-market roads. Bank financing
is also helping to build 1,485 miles of
main gas lines and 318 miles of gas dis-
tribution systems, of which 1,368 miles
of main lines and 299 miles of distribu-
tion lines have already been completed.
Bank loans are helping to finance the im-
provement of 11 ports in Latin America;
are improving seven grain elevator facili-
ties and are helping to build six major
telecommunications systems in the region.
Sanitation—A  total of 102 loans
amounting to $644 million are contribut-
ing to the execution of water supply and
sanitation
amounts to $1.5 billion. The loans are
helping to build or improve 4,404 pure
water systems and 389 sewage systems
which are benefiting a total population of
about 54 million people. As of Dec. 31,
1973, some 3,669 pure water systems and
306 sewage systems had been completed.
Urban Development—A total of 51
loans amounting to $416 million are

projects whose total  cost

helping to finance urban development
projects whose total cost is $933 million.
These loans are helping to build some
361,128 housing units, along with paral-
lel community facilities, as well as 10
municipal markets. As of Dec. 31, 1973,
340,609 of these units had been com-
pleted.

Education—The Bank has made a
total of 67 loans amounting to $288 mil-
lion for education projects whose total
cost is $595 million. These loans are
helping to modernize, expand or im-
prove 675 learning centers, of which 146
are university-level, 489 are vocational or
technical schools, 19 are research in-
stitutes, and 21 are experimental primary
and secondary schools.

Preinvestment—Seventy loans amount-
ing to $109 million are helping to finance
preinvestment programs whose total cost
is $188 million. As of Dec. 31, 1973,
some 370 preinvestment studies had been
carried out with direct loans and 525
studies had been made with credits ex-

tended to the various
funds, for a total of 895,

Export Financing—Bank loans amount-
ing to $98 million are helping to finance
capital goods exports with an invoice
value of $134 million among the Latin
American member countries of the Bank.
Bank financing amounting
to $42 million is helping to finance tour-
ism projects in 9 Latin American coun-
tries at a total cost of $86 million.

preinvestment

Tourism

TECHNICAL COOPERATION

A principal factor in the success achieved
by the Bank in its lending program in
Latin America has been the parallel tech-
nical cooperation which it has provided to
its Latin American member countries. In
recent years, the Bank has sought in-
creasingly to ensure that its technical co-
operation program exerts the maximum
effectiveness on the development process.

Such cooperation helps prepare well-
studied development projects, improves
institutions carrying out projects, helps
train professionals in development skills,
contributes to the planning of national
development programs and supports the
region’s economic integration process.

The Bank extends technical coopera-
tion on a reimbursable, a contingent re-
covery and a nonreimbursable basis. The
Bank’s reimbursable technical cooperation
is extended in the form of a loan to
foster the execution of specific develop-
ment studies, or in the form of a portion
of a loan to ensurc the effective execu-
tion of a project or program.

Contingent recovery technical coopera-
tion is subject to repayment if, as a result
of the cooperation, a loan is granted by
the Bank or another external financial in-
stitution for the execution of a project.

The Bank extends technical cooperation
to its member countries on a nonreim-
bursable or grant basis, primarily to its
economically less developed ~member
countries or for projects in the less de-
veloped sections of other countries. The
cooperation is extended for development
planning, for preinvestment studies, to



support institutions, to foster training and
to promote economic integration. In de-
velopment planning, the Bank provides
advisory services for the formulation of
plans and cooperates with countries in
formulating national preinvestment pro-

grams.

In preinvestment, the Bank assists its
member countries in carrying out basic
economic and social studies designed to
identify priority needs and seek out proj-
ects, and also to draft preliminary and
final project studies. Through its institu-
tional support, the Bank cooperates in the
creation, organization and strengthening
of institutions responsible for economic
and social development tasks and sup-
ports efforts carried out by institutions to
mobilize internal and external resources.
Along similar lines, the Bank provides
support for institutions which foster the
region’s economic integration.

The technical cooperation extended by
the Bank on a grant basis is charged to
the net income of the Fund for Special
Operations, as well as to the resources of
the Social Progress Trust Fund. In the
latter respect, in 1972 the Bank was au-
thorized by the Government of the

VOCATIONAL EDUCATION IN CHILE has
been fostered by the Bank through a loan
extended in 1967. Here two welders re-
ceive instruction at the Instituto Nacional
de Capacitacién Professional.

United States to use up to $15 million
from the Social Progress Trust Fund for
preinvestment studies within a special
inter-American project preparation effort.
The aim of the effort was to boost the
number of well-prepared development
projects in Latin America which might
be subject to financing by public and
private international financial institutions.

In 1973 the Bank authorized a total of
$32 million in technical cooperation, in-
cluding $25.6 million extended on a re-
imbursable basis in the form of loans or
portions of loans and $6.4 million au-
thorized on a nonreimbursable or con-
tingent recovery basis.

These figures brought the Bank’s cumus-
lative technical cooperation authorizations
as of Dec. 31, 1973, to $223.2 million, net
of cancellations, of which $172.1 million
were authorized on a reimbursable basis
and $51.1 million were authorized on a
nonreimbursable or contingent recovery
basis.

As a result of directives received by
the Bank from its Board of Governors
and its Board of Executive Directors, the
Bank’s technical cooperation, as well as
its loans, has increasingly been oriented
toward its least developed member coun-
tries. This trend, which was initiated in
1971 and accelerated in 1972, was even
more notable in 1973. Thus under the
previously mentioned special inter-Ameri-
can project preparation effort in 1973 the
Bank authorized the use of $1.6 million
under the program for the execution of
five individual projects.

Overall, in Bolivia the Bank granted
$472,150 to help strengthen planning
and project preparation, $79,500 to im-
prove tax systems and $177,000 for a
textile industry study; in Ecuador it pro-
vided $217,000 for the drafting of a
master plan for the future water and
sewage system requirements of the city
of Quito; in El Salvador the Bank al-
located $883,000 for the execution of
feasibility studies of agricultural and edu-
cational projects, and in Guatemala it
provided $48,500 to train professionals
in irrigation, and $960,000 to support
planning and the preparation of specific
projects in its 1971-75 National Develop-
ment Plan,

In Haiti $600,000 is improving the
ability of the nation to carry out a road
project being built with the help of a
$22.2 million Bank loan, $40,000 will
foster studies to improve rural health and
$£410,000 will
prove tourism; in Honduras $300,000 is
strengthening  two agencies
carrying out a Bank-financed water sys-
tem in San Pedro Sula, $18,400 is being
devoted to a study of cattle raising pos-
sibilities in the nation and $85,000 will
help identify investment opportunities in
industry.

finance studies to im-

runicipal

Some $172,000 in technical coopera-
tion in Nicaragua is being used to carry
out preinvestment studies of rural elec-
trification projects and $82,000 is financ-
ing engineering studies of access roads in
a farm settlement project being financed
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with the help of a Bank loan; and in
Paraguay $194,000 is enabling the city of
Asuncién to carry out studies for a new
municipal market system, $24,850 is fi-
nancing improvements in a farm credit
program, $163,000 is providing support
for the improvement of the nation’s
planning effort and $42,500 is provid-
ing help for an integral revision in
Paraguay’s tax system.

In other countries the Bank approved
$192,000 to enable Jamaica to carry out
studies designed to achieve an island-wide
rural electrification program and another
$27,000 for a study of ways to expand
tropical fruit production; in Peru it pro-
vided $31,130 for a farm extension semi-
nar and $49,500 to help formulate a plan
for the development of the nation’s uni-
versity system, and finally in Uruguay the
Bank extended $49,000 for the execution
of technical and economic prefeasibility
studies of a deep-water port near the city
of Montevideo.

30

XAYA AND PIXCAYA are two rivers sup-
plying additional pure water supply for
Guatemala City. Here workmen solder pipe-
line for the system which is being built with
support of Inter-American Bank loan.

The remainder of the Bank’s nonreim-
bursable technical cooperation was ex-
tended for a variety of training courses,
missions or specific studies which in-
volved or benefited all or several of the
Bank’s member countries. These included
$23.000 for a seminar on the cultivation
of legumes, $48,000
public administration carried out at the
Inter-American School of Public Ad-
ministration in Rio de Janeiro, $48,390
for courses sponsored by the Bank on
and $62,500 for
courses on agro-industrial development.

The Bank also provided $60,000 to
carry out short-term study missions in its
member countries as needed and allocated
a total of $170,000 for agricultural
studies being carried out in cooperation

for training in

loan administration

h .

y

with the UN Food and Agriculture
Organization; $75,000 for a study of the
role which betterment taxes might play
in Latin American development and
$50,000 for a study on Latin American
bankers’ acceptances. Finally, the Bank
provided $510,000 to support the ac-
tivities carried out during 1973 by its In-
stitute for Latin American Integration in
Buenos Aires.

ECONOMIC INTEGRATION

The physical integration of Latin America
received a strong stimulus from the Bank
in 1973 with the approval of a $15
million loan to support the construction
of the Pan American Highway through
the Darien Gap in Panama. Completion
of the road through the Darien in Eastern
Panama and Northern Colombia will ful-
fill a long-held hemisphere desire for
overland communications which would
unite all the capital cities of the con-
tinent. Being built at a total cost of




$106.8 million, the highway will stimu-
late economic integration by permitting
land traffic to flow between South Ameri-
ca, on the one hand, and Central America,
Mexico, the United States and Canada, on
the other.

In another effort of major significance
to the welfare of the hemisphere, the
Bank made three additional loans dur-
ing 1973 to support a South America-
wide campaign to control and eventually
eliminate foot-and-mouth disease from
the continent. They included $5.6 million
for Ecuador, $6 million for Peru and
$10.6 million for Venezuela. In prior
years the Bank had extended similar fi-
nancing for campaigns being carried out
by Argentina, Brazil, Chile, Colombia
and Paraguay. The disease does not exist
in Panama, Central America, Mexico, the
United States and Canada.

Within its export financing activities,
the Bank authorized credits totaling an
additional $10 million in 1973. Such fi-
nancing is enabling Argentina, Bolivia,
Brazil, Mexico, Peru and Venezuela to
finance exports of capital goods to other
Latin American member countries of the
Bank.

In another loan of regional significance,
the Bank extended $6.8 million to the
Central American Bank for Economic
Integration for grain storage facilities in
Guatemala which will result in more
orderly production and distribution of
grains in Central America.

The Bank’s cumulative support for in-
tegration activities is summarized in the
accompanying table.

BOARD OF GOVERNORS
As indicated previously in this Annual
Report, the Bank’s Board of Governors
placed priority attention during the year
on efforts to mobilize additional financial
resources for Latin America’s develop-
ment by attracting capital exporting coun-
tries from outside the region into mem-
bership.

In addition, during 1973 the Board of
Governors gave serious consideration to

the study of measures providing for the
admission of new independent countries
of the region to membership in the Bank
and on the adaptation of the Agreement
Establishing the Bank to prevailing gen-
eral conditions and the immediate out-
look.

At the Fourteenth Annual Meeting of
the Board of Governors of the Bank held
in Kingston, Jamaica, May 7-10, 1973,
the Bank adopted a resolution calling for
a study to be initiated “of measures pro-
viding for the admission to membership
in the Bank of new independent countries
of the region.” The resolution also pro-
vided that the nine-member Committee
which had been charged with the study
of the admission of nonregional members
into the Bank be requested to carry out
a study on the possibility of the admit-
tance of new independent nations of the
region for which purpose the composi-
tion of the Committee was to be broad-
ened to include the Governor for Trini-
dad and Tobago, and that the Committee
make the best efforts to submit its final
recommendations so as to permit consid-

Support for Economic Integration, 1960-73
In Millions of Dollars

eration of the subject at the Fifteenth
Annual Meeting of the Board of Gov-
ernors.

In a further resolution approved at the
Jamaica meeting the Board of Governors
asked the Board of Executive Directors to
carry out a study related “to the adapta-
tion of the Agreement Establishing the
Inter-American Development Bank to pre-
vailing general conditions and the im-
mediate outlook™ and to present a report
to the Committee.

These two subjects were considered
subsequent to the period covered by this
report, when the Committee held a meet-
ing in Port of Spain, Trinidad, on Jan. 7
and 8, 1974.

In addition to the above mentioned
topics, the Board of Governors at its
meeting in Kingston:

e Approved the financial statements
of the ordinary capital resources and the
Fund for Special Operations.

e Requested the Board of Executive
Directors to examine policies governing
the Fund for Special Operations to deter-
mine whether or not it is appropriate

Bank Total Cost
Support of Projects
EXPORT FINANCING $100.5 $ 146.1
REGIONAL PROJECTS
Transportation 439.1 916.3
Electric Power 143.1 704.3
Telecommunications 19.8 42.2
Industry 9% 36.3
Agriculture 64.5 207.1
Education 49 18.9
STUDIES AND PREINVESTMENT
Sectoral 11.8 16.5
General 0.4 0.4
Transportation 44 6.9
Communications 1:2 2.4
Electric Power 2.1 4.6
Industry 2:3 4.1
Agriculture 2.8 7:3
Border and Multinational 1.1 38
TRAINING AND RESEARCH 8.1 15.9
INSTITUTIONAL SUPPORT 2.8 15.0
TOTAL $832.2 $2,148.1
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to fix terms different from those which
are presently applied to the various groups
of countries with respect to the percent-
age of the total cost of projects which
the Bank finances.

e Asked the Board of Executive Direc-
tors to conduct a study of the scope and
diverse implications that would result
from the proposal presented by the Gov-
ernor for Paraguay regarding new policy
guidelines of the Fund for Special Oper-
ations and submit a report and such
recommendations as may be appropriate
to the Fifteenth Annual Meeting.

e Requested the Board of Executive
Directors to update and broaden the
studies and recommendations with regard
to aspects of the Bank’s capital goods
export financing program relating to eligi-
ble goods and the geographical destina-
tion of exports.

e Decided that the Fifteenth Annual
Meeting of the Board of Governors shall
be held in Santiago, Chile, in the first
half of April 1974.

BOARD OF EXECUTIVE DIRECTORS
During 1973 the following changes took
place in the composition of the Board
of Executive Directors:

e John M. Porges was appointed Ex-
ecutive Director for the United States
effective June 1, 1973.

e Hugo Palacios Mejia of Colombia
was elected Executive Director for Co-
lombia and Peru, effective June 16, 1973.
He succeeded Anibal Fernindez de Soto,
also of Colombia.

e Ulysses Pereira Reverbel of Uruguay
was elected Executive Director for Bo-
livia, Paraguay and Uruguay, effective
June 30, 1973, succeeding Guido Valle
Antelo of Bolivia. Mr. Pereira Reverbel
had earlier been appointed Alternate Ex-
ecutive Director for the same countries
effective Jan. 15, 1973.

e Ratl Fernindez of Argentina was
elected Executive Director for Argentina
and Chile effective Dec. 16, 1973, suc-
ceeding Alfredo J. Girelli of Argentina.
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e Charles T. Greenwood of Canada

was appointed Alternate Executive Direc-
tor for Canada on April 1, 1973, suc-
ceeding H. Dennis Madden.

e Kenneth A. Guenther was appointed
Alternate Executive Director for the
United States effective Aug. 12, 1973.
He succeeded Reuben Sternfeld who as
Alternate had been acting U.S. Director
since 1972.

e Julio C. Gutiérrez of Paraguay was
appointed Alternate Executive Director
for Bolivia, Paraguay and Uruguay on
Sept. 1, 1973. He succeeded Mr. Pereira
Reverbel who had become Executive Di-
rector June 30, 1973.

During 1973 the Board of Executive
Directors reviewed three studies previ-
ously conducted by the Group of Con-
trollers of the Review and Evaluation
System, which was established by the
Board of Executive Directors in 1968 as
a means of carrying out an independent,
continuing and comprehensive review
and evaluation of Bank operations and
activities.

These included studies on reports’
management, the Bank’s global preinvest-
ment loan program, and the Bank’s co-
operative program with the UN Food

oo ey £ o
PROVIDING ENERGY to Latin America has
been a principal concern of Bank lending
in recent years. This 40,000-kilowatt proj-
ect was built at Tavera in the Dominican
Republic.

and Agriculture Organization.

During the year the Group also com-
pleted and submitted to the Board of
Executive Directors two additional re-
ports. One of these was on global loans
to development
The other involved planning and pro-
gramming in the Bank.

At year end the Group was well-
advanced in four additional studies: a
review of the Bank’s Institute for Latin
American Integration, arrangements for
local contributions by borrowers, the
selection of consultants and the Bank’s
cooperative activities with the UN Devel-
opment Programme.

financing  institutions.

ADMINISTRATION
A hallmark of the Bank’s 1973 activities
was its increasingly successful effort to
increase productivity and efficiency, to
improve the processing of loans and tech-
nical cooperation, and to sharpen systems
for increasing administrative effectiveness.
During the year the reorganization of



the Bank, initiated in 1972, was com-
pleted. The reorganization, authorized by
the Board of Executive Directors, was
designed to improve the Bank’s opera-
tional structure so it might better serve
Latin American social and economic de-
velopment requirements. The Bank also
continued to place strong emphasis on im-
proving administrative practices and had
under consideration a long-range data
processing master plan at year end. Dur-
ing the year the Bank consolidated its
headquarters office space in two facing
buildings in a further measure which im-
proved its administrative effectiveness.

The total administrative expenses of
the Bank amounted to $39.1 million in
1973, compared with $33.8 million dur-
ing 1972. Significantly, while the Bank
substantially expanded its lending volume
during the year, the expansion of its
administrative budget increased only $5.3
million, or about 6 per cent in real terms,
over its 1972 expenditures.

Consolidated Administrative Expenses 1
In Thousands of Dollars

As of Dec. 31, 1973, there were
1,057 permanent staff members at the
Bank’s headquarters, seven above the
Dec. 31, 1972, figure. This number in-
cluded 543 executive and professional
personnel, and 514 administrative per-
sonnel.

A total of 403 employees were as-
signed as staff (permanent and tempo-
rary) in the Field Offices at the end of
1973. This was an increase of six em-
ployees over the total assigned at the end
of 1972 and included 98 permanent in-
ternational employees compared with 62
in 1972; 61 temporary international em-
ployees compared with 97 in 1972, and
244 local professional and administrative
employees compared with 238 in 1972.
The 61 temporary international employ-
ees, formerly known as project specialists,
are now identified as sectoral specialists.

A comparison of the Bank’s adminis-
trative expenses is contained in the table
which follows.

Actual Actual Budgeted
1972 1973 1974
BOARD OF GOVERNORS
Annual Meeting $ 2306 $ 2831 $ 3310
Other Expenses 30.8 10.5 7.0
BOARD OF EXECUTIVE DIRECTORS
Salaries 658.0 831.5 917.0
Other Compensation and Benefits 129.3 171.7 212.0
Travel 153.6 200.8 183.0
Review and Evaluation Group 305.2 351.8 451.0
STAFF
Salaries 13,775.0 14914.6 16,729.2
Other Compensations and Benefits 4,954.9 5,477.0 6,477.9
Travel 1,541.0 1,961.5 1,855.0
OTHER ADMINISTRATIVE EXPENSES
Communications 787.1 979.9 985.0
Office Occupancy 1,904.2 3,143.8 2,798.5
Publications and Printing 279.1 254.0 452.5
Supplies and Equipment 795.3 967.3 1,319.9
Contractual Services 909.7 946.0 1,128.4
Miscellaneous 3119 446.4 358.0
FIELD OFFICES*
Salaries 3,456.7 4.235.5 4,985.9
Other 3,580.8 3,965.5 4,185.6
CONTINGENCIES — — 453.8
TOTAL $33,803.2 $39,140.9 $43,830.7

1 Ordinary Capital Resources, Fund for Special Operations and Social Progress Trust Fun;

2 Includes Inspection and Supervision.

COOPERATION WITH

OTHER ENTITIES

The Bank’s cooperation with other orga-
nizations during 1973 continued increas-
ingly to revolve around joint endeavors
resulting in broad support for Latin
American development plans and projects.

In this regard the Bank entered into
an agreement in December 1973 with
the Inter-American Foundation to chan-
nel up to $30 million of the resources
of the Social Progress Trust Fund to
finance social development projects in
Trust Fund fields in the years 1974, 1975
and 1976.

The Inter-American Foundation is a
United States agency established late in
1969 to make grants and loans to Latin
American and Caribbean institutions and
organizations, primarily private and semi-
autonomous.

Under the agreement, the Bank will
disburse currencies from the Trust Fund,
which the Bank administers for the Gov-
ernment of the United States, directly
to the recipients, upon the Foundation’s
certification.

Throughout 1973, the Bank also
worked closely with the World Bank and
public and private sources of bilateral
capital in jointly financing a variety of
loan projects, such as electric power in
Brazil, steel mill production in Mexico
and highway construction in Panama.
With the World Bank and the Asian
Bank the Inter-American Bank also co-
operated through a broad mutual ex-
change of information.

The Bank also worked closely with the
Central American Bank for Economic
Integration, channeling a loan through
that entity for grain storage facilities in
the region.

In technical cooperation programs cat-
ried out throughout the year, the Bank
frequently found itself working jointly
with the UN Food and Agriculture
Organization, with the Latin American
Free Trade Association and with the Pan
American Health Organization, with the
Organization of American States and
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other inter-American and international
agencies.

Throughout the year it maintained close
cooperative ties at its Washington head-
quarters with its sister organizations of
the hemisphere, the Organization of
American States, the Inter-American Eco-
nomic and Social Council, the Inter-
American Committee on the Alliance for
Progress and the Pan American Health
Organization.

It also closely coordinated its develop-
ment work when applicable with such
United Nations agencies as the United
Nations Development Programme, for
which the Bank often acts as executing
agency for development studies in Latin
America; with the UN Economic Com-
mission for Latin America; the UN Food
and Agriculture Organization, and the
UN Industrial Development Organiza-
tion.

Finally, the Bank maintained close
liaison with multilateral agencies in Eur-
ope, particularly the Development Assist-
ance Committee of the Organization for
Economic Cooperation and Development
and the European Economic Community.

WORKERS CHANGE SHIFTS at this steel
plant in Venezuela which has expanded
production with assistance of an $18.5
million loan extended by the Bank in late
1972. Plant is located in State of Bolivar.
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BICYCLE WHEELS receive final touches in
this small plant in Peru, which benefited
from a small Bank credit channeled through
the Banco Industrial del Perd. Plant em-
ploys 85 persons and produces 44,000
units a year.

LOANS AND TECHNICAL
COOPERATION

Comparative Yearly Lending, 1971-73
In Thousands of Dollars

1971 972 1973
Number Number Number o

Country of Loans Total of Loans Total of Loans Total
Argentina 4 $ 73,688 3 $162, 661 1 $ 12,454
Barbados 1 1,000 1 2,800 — —
Bolivia 2 21,579 6 42,082 1 46,528
Brazil 9 148,929 8 213,156 8 274,115
Chile 2 11,600 — —- — —
Colombia 4 80,275 3 49,900 8 105,900
Costa Rica . 1 3,500 2 8,300 1 16,000
Dominican Republic 1 3,400 3 33,700 3 39,000
Ecuador 4 30,300 3 39,700 4 55,700
El Salvador 1 10,000 2 39,600 1 8,000
Guatemala 2 9,200 - — 3 36, 800
Haiti 2 1,800 1 10,000 1 22,200
Honduras 4 21,400 1 9,200 1 1,200
Jamaica 3 9,060 — - 5 30,800
Mexico 3 57,699 5 115,689 4 113,467
Nicaragua 1 3,500 1 12,500 3 29,200
Panama 2 17,400 3 15,700 2 18,000
Paraguay 4 44,782 = — — e
Peru 3 24,052 3 785 4 19,280
Trinidad and Tobago 2 7,600 2 13,100 1 2,400
Uruguay L — 1 10,000 Vs 3,100
Venezuela 71,001 1 18,900 3 43,100
Regional - - 3 9,400 1 6,800

Total 59 $651,765 52 $807,173 57 $884,044

The following section of the Annual
Report contains a description of all the
loans and technical cooperation authorized
by the Bank during 1973 from its various
sources of funds. Loans and technical
cooperation are grouped on a country-by-
country basis then on a regional basis.

The accompanying table details the
Bank’s comparative lending on a country-
by-country basis over the past three years.

On ordinary capital loans the Bank’s
basic interest rate in 1973 continued at
8 per cent a year. Interest rates included
the 1 per cent commission allocated to the
Bank’s special reserve. Loans extended
from the ordinary capital resources during
1973 were made for terms ranging from
15 to 30 years.

As detailed earlier in this Report, the
basic rates of interest charged on loans
extended from the Fund for Special Oper-
ations varied from 2 to 4 per cent, de-
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pending on the stage of development of
the country and the nature of the project,
with grace periods of from 5 to 10 years.
For the less developed member countries
the rate of interest was 1 per cent during
the first ten years and 2 per cent subse-
quently. The amortization periods on such
loans varied from 20 to 40 years.

ARGENTINA

LOAN
Agricultural Development

Fund for Special Operations
$11.5 million 25-year 49% loan of Dec. 20, 1973
($6.9 million and $4.6 million in Argentine pesos)

Borrower: REPUBLIC OF ARGENTINA

Among the relatively underdeveloped re-
gions in Argentina is the Lower Rio
Negro Valley of Rio Negro Province.
In an effort to foster development in the
region, the Government of Argentina has
embarked on a three-stage program to
bring an area of 103,740 acres of the
valley under irrigation.

In 1963 the Bank extended a loan for
$5,528,000 to help finance the first stage
of a program which involved the incorpo-
ration of 18,127 acres of land into inten-
sive cultivation, the settlement of 159
farm families and the installation of a
plant to process dairy products.

This loan will be used by the Insti-
tuto del Valle Inferior del Rio Negro
(IDEVI), an autonomous agency created
to manage the development program in
Rio Negro Province, to execute the second
stage of the program which is being car-
ried out at a total estimated cost of
$22,573,000, of which the Bank loan will
cover 50.9 per cent and local sources the
remaining 49.1 per cent. This stage will
incorporate into irrigated production a net
area of 33,790 acres and facilitate the
settlement of 570 more families in the
region.

The project area is located on the south
bank of the Rio Negro, west of the city
of Viedma. The execution of the project,
which enjoys high priority within Argen-
tina’s national development plans, would
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increase economic activity in that area,
thus assuring additional sources of em-
ployment and income and helping to
prevent the migration of farmers to other
parts of the country.

Up to $200,000 of the loan will be
used for technical cooperation expenses
designed to strengthen the technical and
administrative operation of IDEVI.

EXPORT FINANCING

During 1973 previous lines of credit to
Argentina to finance exports of capi-
tal goods were augmented by $953,600
through repayments. This activity is de-
scribed further on in this report under
the heading “Export Financing.”

BOLIVIA

LOAN
Oil Refinery Expansion

Ordinary Capital Resources
$46.5 million 30-year 8% loan of Sept. 20, 1973
($43.6 million and $2.9 million in Bolivian pesos)

Borrower: REPUBLIC OF BOLIVIA

Demand for petroleum products in Bolivia
is growing at the rate of 7 to 10 per cent
a year and by 1985 national consumption
is expected to reach 40,000 barrels a day,
compared with the 14,200-barrel-a-day
consumption in 1972. This loan will
enable Yacimientos Petroliferos Fiscales
Bolivianos (YPFB), the nation’s fuel
agency, to help meet that demand by
expanding an existing oil refinery and
lubricants plant at Cochabamba and build-
ing a new refinery outside Santa Cruz
as a replacement for one operating within
the urban area now.

The Bank loan will enable YPFB,
among other things, to:

e Install a new primary distillation
unit with a design capacity of 25,000
barrels a day at the Cochabamba refinery,
thus increasing its total capacity to 31,500
barrels per day. In addition, a catalytic
reformer with a capacity of 8,000 barrels
per day will be installed.

e Build a new refinery in Santa Cruz
with a primary distillation capacity of

10,000 barrels per day, subject subse-
quently to expansion to 15,000 barrels a
day. In addition, a 4,000-barrel-a-day
catalytic reformer will be installed and a
434-barrel-a-day lubricating oil plant will
be built.

Completion of the two new refineries
will enable YPFB to concentrate its entire
refining capacity, currently scattered in
seven small plants, in the two facilities.

The total cost of the project is esti-
mated at $58 million, of which the Bank
loan will cover 80.2 per cent and YPFB
the remaining 19.8 per cent.

EXPORT FINANCING

During 1973 a previous line of credit to
Bolivia to finance exports of capital goods
was augmented by $28,400 through re-
payments. This activity is described further
on under the general heading of “Export
Financing.”

TECHNICAL COOPERATION
Planning and Project Preparation

Fund for Special Operations
$75,000 nonreimbursable cooperation of
Feb. 1, 1973

Social Progress Trust Fund
$397,150 nonreimbursable cooperation of
Feb. 1, 1973

One of the principal objectives of Bolivia’s
national socio-economic development strat-
egy for 1971-91 is to reduce the country’s
economic dependence on the external sec-
tor and to integrate the rural population
more closely into the nation’s social, eco-
nomic and political life.

Within that broad strategy, a National
Development Plan for 1973-77 places
emphasis on projects in the productive
sectors, more effective use of existing in-
frastructure, export promotion and selec-
tive import substitution. The principal
instrument of the planning is the newly
established Secretaria del Consejo Na-
cional de Economia y Planificacion.

This technical cooperation totaling
$472,150 will help the Secretaria to obtain
the consulting services needed to carry out
a program aimed at strengthening the
planning system and the mechanisms of



VAST WHEAT FIELDS of Argentina help
provide world’s grain needs. A Bank loan
channeled through the Banco de la Nacién
Argentina improves production on farms
like this one in the Argentine Pampa.

project preparation and evaluation, pre-
paring a medium-term development plan
and training Bolivian professionals in the
techniques of project preparation and
evaluation.

Tax Advisory Services

Sacial Progress Trust Fund
$79,500 nonreimbursable cooperation of
July 26, 1973

In order to increase its revenues, the Gov-
ernment of Bolivia has undertaken a com-
prehensive tax reform as part of its
1972 Stabilization and Development Plan.

This cooperation will enable the Min-
istry of Finance, Industry and Commerce
to obtain advisory services needed to put
into operation a register of taxpayers that

will be updated and revised automatically
and to set up the required support sys-
tems, particularly those connected with
statistics, information retrieval, control
and record keeping.

Textile Industry Study

Fund for Special Operations
$177,000 nonreimbursable cooperation of
Dec. 20, 1973

The textile industry constitutes an im-
portant part of Bolivia's manufacturing
industry, employing more than one-fifth
of the sector’s labor force and accounting
for approximately one-seventh of its in-
dustrial production. Nonetheless, the in-
dustry nceds modern methods and tech-
niques in order to expand output, achieve
efficient production and increase exports.

This cooperation will enable the Gov-
ernment of Bolivia, through its Ministry
of Planning, to secure the services of
consultants to undertake a study covering

the entire range of the textile industry,
from the processing of raw cotton, wool,
alpaca and llama fibers to the manufacture
of finished products in those and in syn-
thetic fibers. The study will include an
evaluation of the ability of the industry
to compete on domestic and world mar-
kets and will recommend investment poli-
cies, product mix and scale of expansion
for the next ten years.

BRAZIL

LOANS
Ilha Solteira Power Transmission System

Ordinary Capital Resources
$54.2 million 20-year 8% loan of Sept. 13, 1973

Borrower: CENTRAIS ELETRICAS DE SAQ
PAULO S.A.

Twin hydroelectric plants—Ilha Solteira
and Jupid—Iocated on the Parand River,

39



LOANS AND TECHNICAL COOPERATION

360 miles from Sio Paulo, form one of
the world’s largest hydroelectric com-
plexes. The two plants, situated 35 miles
apart, eventually will provide up to 4.6
million kilowatts of electric power to the
Sio Paulo area, Brazil's industrial hub.

The Inter-American Bank has been
closely associated with the construction of
the complex. In 1963 it lent $13.3 mil-
lion for the construction of the Jupid
plant, in 1967 it provided $34 million to
help build the Ilha Solteira plant and in
1970 it authorized $66.5 million to help
finance the first stage of the transmission
system to Sao Paulo.

This new loan will enable Centrais
Elétricas de Sao Panlo S.A. (CESP), to
build the second stage of the transmission
system. This stage is being carried out at
an estimated cost of $112.5 million, of
which the Bank loan will cover 48.2 per
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CONSTRUCTION WORKER LOOMS over
construction site of Brazil's Ilha Solteira
Power Project. Plant, which will produce
some 3.2 million kilowatts of power, was
inaugurated in January 1974.

cent, CESP 48.3 per cent and suppliers’
credits the remaining 3.5 per cent.

CESP will use the resources of the
Bank loan to install a 398-mile, 460-
kilovolt double circuit transmission line
from the plant site to the Sio Paulo area
and to expand the Bauru, Embu-Guact
and Santo Angelo substations to permit
entry and exit of the transmission line.
In addition, necessary reactors and auto-
transformers will be installed and trans-
former systems will be enlarged.

Due largely to rapid industrial growth,
consumption of electric power in the Sio
Paulo area has increased over the past
five years at more than 10 per cent a year

and demand is expected to increase 310
per cent by 1983. The Jupid plant, which
will have an installed capacity of 1.4
million kilowatts and which initiated op-
erations in 1969, and the Ilha Solteira
plant, which on final completion in 1980
will have an installed capacity of 3.2
million kilowatts, form major components
in the state’s efforts to meet increased
demand.

The loan is guaranteed by the Federal
Republic of Brazil.

Paulo Afonso Hydroelectric Complex

Ordinary Capital Resources

$84.8 million 20-year 8% loan of Dec. 20, 1973

Borrower: COMPANHIA HIDRO ELETRICA DO
SAO FRANCISCO

The Government of Brazil is engaged in
a major effort to foster industrialization
and raise living standards in the under-
developed Northeast, a region comprising



18 per cent of Brazil’s total area and con-
taining 30 per cent of its population. One
of the linchpins in this task is the com-
pletion of the Paulo Afonso hydroelectric
complex, which is located on the Sio
Francisco River approximately 230 miles
directly north of Salvador in the State
of Bahia and a similar distance to the
west of Recife in the State of Pernam-
buco. Both cities are major consumers of
electric power.

Since 1962 the Inter-American Bank
has participated on a continuous basis in
construction of the complex, having
granted six previous loans totaling $101.7
million to expand its transmission and
generating facilities.

The resources of the present loan will
help the Companhia Hidro Elétrica do
Sao Francisco (CHESF), the government
corporation developing the power poten-
tial of the river, to double the installed
capacity of the enterprise to almost 3.8
million kilowatts by 1982. The total cost
of the project is estimated at $725.2
million, of which the Bank loan will
cover 11.7 per cent, CHESF 68.3 per
cent, the World Bank 10 per cent and
parallel financing 10 per cent.

The project includes the construction
of a regulating dam 295 miles upstream
from Paulo Afonso, the Paulo Afonso IV
Power Station which will initially have a
1.5 million-kilowatt generating capacity
distributed in four 375,000-kilowatt gen-
erating units each, a transmission system
including more than 2,000 miles of lines
and various substations.

The loan is guaranteed by the Federal
Republic of Brazil.

Rio de Janeiro-Santos Highway

Ordinary Capital Resources
$36 million 20-year 8% loan of Nov. 29, 1973
($21 million and $15 million in cruzeiros)

Borrower: DEPARTAMENTO NACIONAL DE
ESTRADAS DE RODAGEM

Brazil’s Highway BR-101 starts in Natal,
Rio Grande do Norte, and extends 2,596
miles southward along the Atlantic coast
to Osorio, Rio Grande do Sul. One of the
main arteries in the nation’s 37,800-mile-

long highway system, BR-101 traverses a
coastal belt where more than 80 per cent
of Brazil's population lives, linking a
number of state capitals and major ports.
As of mid-1973, 72.4 per cent of the
highway had been completed and another
17 per cent was either under construction
or in the final design stage.

In 1972 the Inter-American Bank ex-
tended a $40 million loan to the Departa-
mento Nacional de Estradas de Roda-
gem (DNER), Brazil's national highway
agency, to help build a 160-mile portion
of the 336-mile-long section of BR-101
between Rio de Janeiro and Santos, the
port of Sio Paulo. That section extended
from Santa Cruz to Ubatuba in Sio Paulo
State.

This new loan will permit DNER to
complete the Rio de Janeiro-Santos high-
way by building a 77-mile segment of road-
way between Caraguatatuba and Morro do
Cabrdo near Santos and by incorporating
three sections 39 miles long of newly

built highway into BR-101. On comple-
tion, the highway will be the fastest and
most direct route between the two cities.

The total cost of the project is esti-
mated at $102,380,000, of which the
Bank loan will cover 35.2 per cent and
local sources the remaining 64.8 per cent.

The loan is guaranteed by the Federal
Republic of Brazil.

Petrochemical and Chemical Industries

Ordinary Capital Resources
$40 million 15-year 8% loan of Oct. 4, 1973

Borrower: BANCO NACIONAL DO
DESENVOLVIMENTO ECONOMICO

Brazil's industrial sector is a prime force
behind the steady expansion of the na-
tion’s economy and presently accounts for

HYDROELECTRIC POWER RADIATES from
two giant complexes being partially fi-
nanced by the Inter-American Bank in
Brazil. Paulo Afonso will provide 3.8 mil-
lion kilowatts of power to Brazil’s north-
east; Jupia-llha Solteira 4.6 million kilo-
watts to industrial hub of S&do Paulo.

de Janeiro
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35 per cent of the nation’s gross domestic
product. The industrial sector is moving
rapidly from the manufacture of con-
sumer goods to that of capital goods, and
within the nation’s development program
the Brazilian Government has placed
heavy emphasis on the petrochemical and
chemical firms, which are among the most
dynamic factors within the sector.

As part of this government effort, the
Banco Nacional do Desenvolvimento Eco-
nomico (BNDE), Brazil’s national eco-
nomic development bank, has launched a
program to develop petrochemical and
chemical industries, which would utilize
Brazil's natural resources, spur the estab-
lishment of other new industries and cre-
ate new employment opportunities.

The BNDE will relend the proceeds
of the Bank loan to mixed and private
firms to finance specific projects for the
improvement, expansion or installation of
petrochemical and chemical industries.
The resources of the loan will be used
solely to finance costs involved in the
purchase and installation of foreign
equipment and machinery, foreign engi-
neering services and supervision expenses
related to the execution of the program.

The total cost of the program is esti-
mated at $322.4 million, of which the
Bank loan will cover 12.4 per cent and
the BNDE, beneficiaries and suppliers’
credits the remaining 87.6 per cent.

Mineral Resources Survey

Canadian Funds
$4,356,436 30-year 3% loan of Dec. 20, 1973
(4.4 million Canadian dollars)

Borrower: FEDERAL REPUBLIC OF BRAZIL
Geological features indicate the presence
of nickel, copper, tin, lead, bauxite and
other nonferrous metal deposits in parts of
west-central Brazil. To determine the
nature of these resources and to step up
production of nonferrous metals, Brazil's
Ministry of Mines and Energy, through
its Departamento Nacional de Produ¢ao
Mineral (DNPM), will explore an area
of approximately 145,000 square miles in
the States of Goias, Mato Grosso and
Para.
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The DNPM will utilize this loan to
purchase equipment in Canada and to
contract Canadian consulting firms to
advise the department on execution of the
project, which will be carried out at a
total estimated cost of $11.2 million. The
loan will cover 38.9 per cent of that cost,
the Government of Brazil 57.7 per cent
and a contribution from the Cana-
dian International Development Agency
(CIDA) the remaining 3.4 per cent.

The project includes the execution of
an airborne radiation and magnetism
density study; an aerial geologic and
geochemical survey of approximately 10
per cent of the area; a detailed geo-
physical, geologic and geochemical analy-
sis of the principal mineral formations
detected in selected areas, and a limited
number of exploratory drillings to obtain
mineral samples.

By publicizing the results of the min-
eral survey as they become available,
DNPM will seek to induce the private
sector to prospect and exploit mineral
deposits in the region.

Science and Technology

Ordinary Capital Resources
$6.2 million 20-year 8% loan of June 21, 1973
($3.3 million and $2.9 million in cruzeiros)

Fund for Special Operations
$25.8 million 20-year 3% loan of June 21, 1973
($21.7 million and $4.1 million in cruzeiros)

Borrower: FEDERAL REPUBLIC OF BRAZIL

These two loans will support a program
which will enable the Financiadora de
Estudos e Projetos S.A. (FINEP), Brazil’s
public agency in charge of executing
preinvestment studies and the national
science and technology program, to
strengthen nine of the nation’s research
centers.

The total cost of the project to be
executed with the help of the two Bank
loans is estimated at $58 million, of
which the Bank loans will cover 55.2
per cent and local sources the remaining
44.8 per cent.

FINEP will use the resources of the
Fund for Special Operations loan ex-

clusively to help five already established
research institutions and to construct and
put into operation two new institutions,
all of them of a non-profit nature.

They include the Instituto de Pesquisas
Tecnoldgicas, of Sao Paulo, the largest
research institute in Brazil; the Centro
Técnico Aeroespacial, the national aircraft
research center; the Centro de Pesquisas
e Desenvolvimento, which will be estab-
lished in Salvador, capital of the State of
Bahia, to serve as a key institution in the
development of the Northeast; the Fun-
dagao Universidade Federal de Sao Carlos,
a new materials research and development
center being created in Sio Carlos in the
State of Sio Paulo; the Universidade
Estadual de Campinas, located in Cam-
pinas, for the installation of a crystal
growth laboratory, among other activities;
the Universidade Federal de Brasilia for
the expansion of its nutrition research
program, and the Pontificia Universidade
Catdlica de Rio de Janeiro for the instal-
lation of a new computer to increase the
capacity of its data center.

The loan extended from the Bank’s
ordinary capital resources will help finance
an expansion of the research and develop-
ment facilities of a major steel mill,
Usinas ~ Sideriirgicas de Minas Gerais
(USIMINAS ), and of the nation’s petro-
leum agency, Petréleo Brasileiro S.A.
(PETROBRAS ), or another institution to
be selected.

Up to $1.6 million of the loan from
the Fund for Special Operations will be
devoted to technical cooperation aspects
of the program including the hiring of
consultants, the installation of new equip-
ment, the training of research teams and
the organization of graduate instruction.

Technical and Vocational Education

Fund for Special Operations
$16 million 25-year 3% loan of Nov. 1, 1973
($5.5 million and $10.5 million in cruzeiros)

Borrower: FEDERAL REPUBLIC OF BRAZIL

In 1971 Brazil enacted a law providing
the base for the country’s 1972-74 sec-
toral education plan which ties education
to national development policy. This loan



will help the nation’s Ministério da Edun-
cagao e Cultura (MEC) and three partici-
pating agencies to implement the plan by
expanding and improving middle-level
technical and vocational education in the
fields of agriculture, industry and services.

The project, which will bencfit 54
tuition-free training and apprentice centers
and seven middle-level mobile units lo-
cated in 22 states and the Federal District,
will lead to an increase in enrollment
from 16,900 students in 1973 to 57,500
students by 1977. In addition, it will
provide training for 5,325 members of
the teaching, technical and administrative
staff of the middle-level schools.

The project includes a technical coop-
cration plan supported by $550,000 of
the Bank loan to contract consultants on
education planning, organization and
administration.

The total cost of the project is esti-
mated at $33 million, of which the Bank
loan will cover 48.5 per cent and MEC
and three participating agencies the re-
maining 51.5 per cent.

EXPORT FINANCING

During 1973 previous lines of credit
extended to Brazil to finance exports of
capital goods were augmented to $6,-
759,000 through repayments. This activ-
ity is described further on under the
heading “Export Financing.”

COLOMBIA

LOANS
Wholesale Farm Markets

Ordinary Capital Resources
$6 million 15-year 8% loan of Oct. 11, 1973
($2 million and $4 million in Colombian pesos)

Borrower: REPUBLIC OF COLOMBIA

The three leading cities of Colombia—
Bogotd, Medellin and Cali—are engaged
in a broad-scale program designed to
modernize their wholesale agricultural
marketing systems. As part of that effort,
this loan will enable the Corporacion
Financiera de Fomento Agropecuario y

Lxportaciones (COFIAGRO ), a financial
corporation associated with the Ministry
of Agriculture, to carry out the second
phase of a program to expand new cen-
tral markets in Bogotd and Medellin and
to build a new market in Cali.

In addition to the construction aspects,
the program provides for the strength-
ening of price information systems for
producers, wholesalers and consumers; the
establishment of uniform standards for
weights and measures; the training of
personnel in the management of whole-
sale markets, and the establishment of a
fund for the financing of additional proj-
ects for the improvement of agricultural
marketing in Colombia.

COFIAGRO will channe] the resources
of the Bank loan to three executing agen-
cies—the Central de Abastecimientos de
Bogoti, S.A., the Central de Abasteci-
mientos del Valle del Cauca, S.A., and the
Empresas Varias Municipales de Mede-
llin—to carry out the projects at a total
estimated cost of $12 million, of which
the Bank loan will cover 50 per cent and
the participating Colombian agencics the
remaining 50 per cent.

Bogota Electric Power Project

Ordinary Capital Resources
$21.2 million 20-year 89, loan of June 21, 1973

Borrower: EMPRESA DE ENERGIA ELECTRICA
DE BOGOTA

The electric power system of the Em-
presa de Energia Eléctrica de Bogotd
(EEEB), one of the largest in Colombia,
provides service for domestic and indus-
trial consumption in the heavily popu-
lated capital city and its environs. The
population of the area has grown 6.8
per cent annually over the last 20 years
and is now estimated at 2.5 million. At
the same time demand for electric power
in the area has increased at an annual
rate of 11 per cent in recent years.

To keep pace with demand and meet
future needs, EEEB, the municipality’s
power corporation, is engaged in a two-
stage development program which pro-
vides for the expansion and moderniza-
tion of its subtransmission and distribu-
tion systems and an increase in the in-

ELECTRIC POWER GRID SPREADS in
Colombia. In 1973 the Bank provided loans
for three projects in the highly populated
central region of the country.

Caribbean Sea

Pacific Ocean
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stalled generating capacity. Under the
program EEEB is seeking to increase gen-
erating capacity from 547,600 kilowatts
in 1972 to 698,500 kilowatts in 1982
and to increase the number of customers
served from 322,000 in 1972 to 638,000
in 1982.

This loan will help EEEB expand and
improve its transmission and distribution
facilities to meet the projected growth
in customer demand in its service area
through 1977 and to upgrade the effi-
ciency and reliability of the system
through improved control and mainte-
nance procedures, as well as to extend
service to outlying suburban areas. The
project calls for the construction of sub-
transmission lines, substations and trans-
formers, the installation of meters and
the extension of service to outlying vicini-
ties.

The total cost of the project is esti-
mated at $42,175,000, of which the
Bank loan will cover 50.3 per cent, EEEB
40.4 per cent and suppliers’ credits the
remaining 9.3 per cent.

The loan is guaranteed by the Repub-
lic of Colombia.

Caldas Electric Power System

Ordinary Capital Resources
$4.5 million 20-year 8% loan of Oct. 11, 1973

Fund for Special Operations
$2.4 million 30-year 2% loan of Oct. 11, 1973

Borrower: CENTRAL HIDROELECTRICA DE
CALDAS, S.A.

The Central Hidroeléctrica de Caldas,
§.A., (CHEC) supplies approximately 85
per cent of the electric power of the De-
partments of Caldas, Risaralda and Quin-
dio in west-central Colombia. In 1972,
electricity consumption in the CHEC arca
totaled 482 million kilowatt-hours. This
figure is expected to increase to 560 mil-
lion kilowatt-hours by 1977.

To satisfy increased demand, these two
loans will enable CHEC to increase its
present power generating capacity by
about 100 million kilowatt-hours, to im-
prove its operations and to extend its
services to several rural areas.

The project calls for the construction
of two diversion dams on the San Fran-
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YELLOW HELMETS FLASH IN SUN as
workers labor at the Alto Anchicaya hydro-
electric power project in Colombia. Project,
being built with $58.8 million in financing
provided by the Bank, is located near Cali.

cisco and Campoalegre Rivers, the instal-
lation of a third 7,500-kilowatt generator
at the La Insula plant, thus increasing
the installed capacity of the system to a
total of 195,000 kilowatts; the expansion
of four transmission substations and the
construction or improvement of another
eight, the installation of 44 miles of
transmission and 824 miles of distribu-

tion lines, and other works.

The total cost of the project is esti-
mated at $13.2 million, of which the
Bank will cover 52.4 per cent, CHEC
29 per cent and the Coffee Committees
of Caldas and Risaralda, the Department
of Caldas and the Instituto Colombiano
de Energia Eléctrica the remaining 18.6
per cent.

This is the second Bank financing
made to CHEC. The other—$8.1 million
approved in 1965—helped finance the
construction of the San Francisco hydro-
electric complex, including an electric
power distribution system in Manizales.



The loans arc guaranteed by the Re-
public of Colombia.

Chivor Hydroelectric Power Plant

Ordinary Capital Resources
$48.5 million 20-year 8% loan of Dec. 20, 1973

Borrower: INTERCONEXION ELECTRICA, S.A.

To satisfy the increasing industrial and
domestic demand for electric power and
to extend service to rural areas, Colom-
bia plans to expand its installed generat-
ing capacity, which was approximately
2.5 million kilowatts in 1972, to 5 mil-
lion kilowatts by 1980, at a total esti-
mated cost of $1.6 billion.

As part of this effort, Interconexion
Eléctrica, S.A. (ISA), an entity estab-
lished in 1967 by Colombia’s major
power companies to interconnect their
transmission systems and to increase their
joint generating capacity, in 1971 began
building the 500,000-kilowatt Chivor hy-
droelectric plant 100 miles north of Bo-
gotd with the help of a $40.8 million
loan from the Bank.

This loan will enable ISA to finance
the second stage of the Chivor plant.
During this stage the plant’s initial ca-
pacity will be doubled to 1 million kilo-
watts and the supply of electric service
in central Colombia, where the country’s
main industrial centers and more than
60 per cent of the population live, will
be greatly increased. The largest power
project in Colombia, the Chivor plant is
the linchpin of the system connecting the
regional systems of Bogotd, Medellin,
Cali and Manizales and their respective
zones of influence.

The total cost of this stage of the proj-
ect is estimated at $111,483,000, of
which the Bank loan will cover 43.5 per
cent, suppliers’ credits and other parallel
financing 21.2 per cent and ISA the re-
maining 35.3 per cent. In addition to the

CONTAINER BOXES stack up on wharft
in Port Buenaventura ready for transship-
ment to other parts of Colombia. Port is
being improved and expanded with assist-
ance provided by Bank in 1963 and 1973.

installation of four new 125,000-kilowatt
generators the project provides for the
construction of a conductor system be-
tween the dam and the power house,
the stringing of a 65-mile, dual circuit,
230-kilovolt transmission line from the
Chivor plant to the Torca substation on
the outskirts of Bogota, and the construc-
tion of other auxiliary works.

The loan is guaranteed by the Repub-
lic of Colombia.

Improvement of Four Ports

Ordinary Capital Resources
$11 million 20-year 8% loan of Feb. 15, 1973
($7.9 million and $3.1 million in Colombian pesos)

Borrower: EMPRESA PUERTOS DE COLOMBIA
Colombia, which fronts on two oceans
and possesses four excellent ports, relies
heavily on ocean transportation for its
international trade. In 1971 some 2.7
million tons of cargo moved through the
Ports of Buenaventura on the Pacific and
Barranquilla, Cartagena and Santa Marta
on the Atlantic. This volume is expected
to increase to 4.4 million tons by 1982.
With the help of two Inter-American

Bank loans—one for $10 million ap-
proved in 1963 and another for $5 mil-
lion approved in 1965—Empresa Puertos
de Colombia (COLPUERTOS), an au-
tonomous agency responsible for admin-
istering, maintaining and developing
Colombia’s port facilities, carried out a
first stage in a program to modernize fa-
cilities at the four ports. This stage in-
cluded the construction of new wharves,
warehouses, maintenance shops and other
installations.

This new loan will help COLPUER-
TOS to execute the second stage of the
program, which includes the construction
of warehouses, berthing piers and service
buildings; the installation of such services
as electricity and water, and the purchase
of equipment.

The total cost of the second stage of
the program is estimated at $19.8 million,
of which the Bank loan will cover 55.6
per cent and local sources the remaining
44.4 per cent.

The loan is guaranteed by the Re-
public of Colombia.
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Medellin Water and Sewage System

Ordinary Capital Resources
$3.8 million 20-year 8% loan of June 28, 1973
($3.2 million and $600,000 in Colombian pesos)

Fund for Special Operations

$8.5 million 30-year 29, loan of June 28, 1973

($3.9 million and $4.6 million in Colombian
pesos)

Borrower: EMPRESAS PUBLICAS DE MEDELLIN
The population of Medellin, the second
largest city of Colombia, has increased at
an average annual rate of 6.8 per cent in
recent years and by 1972 had reached
some 1.3 million inhabitants. To mect
the needs of this growing population
Empresas Priblicas de Medellin (EPM),
an autonomous municipal service agency
which operates the city’s principal public
utilities, initiated in 1961 a long-range
program designed to meet the projected
water and sewage service needs of the
city up to the year 2000.

With the help of four previous Bank
loans totaling $19 million, the city’'s wa-
ter supply is being increased from
150,000 to 545,000 cubic meters a day,
and the population served is increasing
from 570,000 to 1.1 million people.

These loans  will enable
EPM to carry out a further stage of the
water expansion program, thereby in-
creasing the water flow to 717,000 cubic
meters a day to meet projected city de-
mand through 1984, and to
another stage of the sewer service ex-
pansion which will extend service to
11,000 new homes, particularly in low-
income neighborhoods.

The total cost of the projects is esti-
mated at $20 million, of which the two
Bank loans will cover 61.5 per cent and
the EPM the remaining 38.5 per cent.

The loans are guaranteed by the Re-
public of Colombia.

two new

execute

COSTA RICA

LOAN
Secondary Roads

Fund for Special Operations

$16 million 35-year 29% loan of Dec. 13, 1973

($12.2 million and $3.8 million in Costa Rican
colons)

Borrower: REPUBLIC OF COSTA RICA
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Costa Rica’s road network consists of
4,450 miles of all-weather roads and
9,125 miles of dirt roads passable only
in the dry season. The backbone of this
highway system is the 413-mile Pan
American Highway which crosses the
country from Nicaragua on the northwest
to Panamid on the southeast, linking six
provincial capitals en route: Cartago, San
José, Heredia, Alajucla, Puntarenas and
Liberia.

A large number of secondary highways
and local roads enter the highway, thus
enabling farm products to move to urban
centers and commercial goods to reach
small towns.

To further improve transportation links
between farm areas and consumer centers,
the nation's road bureau, the Direccion
General de Vialidad (DGV ), an office of
the Ministry of Public Works and Trans-
portation, will use this loan to build and
improve eight secondary roads 77.5 miles
long. The total cost of the project is
estimated at $24.4 million, of which the
Bank loan will cover 65.6 per cent and
the Government of Costa Rica the remain-
ing 34.4 per cent.

The roads, which will directly serve
200,000 persons, include 21 miles be-
tween Nicoya and Carmona; 12 between
Rio Claro on the Pan American Highway
and Golfito; 19 between Cartago and the
Irazi volcano; 5 between Coronado and
Cascajal; 6 between Route 8 and Pacayas;
6 between Turrialba and Pavones; 2 be-
tween Desamparados and San Francisco,
and 6 between Santa Maria and San
Pablo.

DOMINICAN REPUBLIC

LOANS
Fisheries Development

Fund for Special Operations

$1.6 million 40-year loan of April 25, 1973
($1.42 million and $180,000 in Dominican pesos)
Interest: 19% for 10 years, 2% subsequently

Borrower: DOMINICAN REPUBLIC

Despite the fact that the Dominican Re-
public is surrounded on three sides by
sea, the lack of an adequate fishing in-

dustry requires the country to import
more than 75 per cent of its annual sea-
food consumption. For that reason, the
fishing industry has been given high pri-
ority in the nation’s 1970-74 Develop-
ment Plan. The plan calls for the
execution of a program that will enable
Dominican fishermen to increase their
productivity from 7 pounds per man/
day per fisherman to 53 pounds and to
more than double the fisherman’s average
annual earnings—from $475 to $985.

This loan will help the Instituto de
Desarrollo y Crédito Cooperativo de la
Repiiblica Dominicana (IDECOOP) to
organize and equip six fishing coopera-
tives in coastal cities and to establish a
Central Federation which will build and
operate wholesale fish marketing ter-
minals and related facilities in Santo
Domingo and Santiago de los Caballeros
and conduct fisheries research.

The cooperatives of about 50 fishermen
each will be located in Pepillo Salcedo,
Puerto Plata and Miches on the north
coast, and at Barahona, Puerto Viejo de
Azua and San Pedro de Macoris on the
south coast.

The total cost of the program is esti-
mated at $2 million, of which the Bank
loan will cover 80 per cent and the
Dominican Government the remaining 20
per cent.

The loan includes up to $325,000 in
technical cooperation to provide consult-
ing services on the selection of fishing
vessels, the marketing of fishery prod-
ucts, the operation of exploratory vessels
and related programs.

Yaque del Norte Irrigation

Fund for Special Operations

$18.8 million 40-year loan of Nov. 29, 1973

($14 million and $4.8 million in Dominican pesos)
Interest: 19 for 10 years, 29 subsequently

Borrower: DOMINICAN REPUBLIC

Agriculture has been one of the prin-
cipal props in the rapid growth of the
gross national product of the Dominican
Republic since 1969. In 1972 the GNP
grew at an estimated 12.5 per cent, one
of the highest rates ever achieved. To
maintain this remarkable growth, the



Dominican Government has given high
priority to the irrigation and agricultural
development of a 68,000-acre area lying
in the Yaque del Norte valley in the
northwestern part of the country.

This loan will enable the Inst-
tuto Nacional de Recursos Hidraulicos
(INDRHI ), the nation’s water resources
agency, to improve irrigation on some
33,400 acres of land in the Yaque del
Norte valley and to extend irrigation to
an additional 34,600 acres. The project
is being carried out at a cost of $42.5
million, of which the Bank loan will
cover 44.2 per cent, the International De-
velopment Association (IDA) 30.6 per
cent and the Dominican Government the
remaining 25.2 per cent.

The project will utilize waters from
a dam at Tavera, on the Yaque del Norte
River, and the Bao River, a tributary of
the Yaque del Norte. An 80,000 kilowatt
power plant was built at the Tavera Dam
with the help of a 1968 Bank loan for
$22.9 million.

Completion of the new project will
help raise the value of production in the
area after five years from the present $248
per acre to $410 per acre.

Santo Domingo Water System

Fund for Special Operations

$18.6 million 40-year loan of Nov. 1, 1973

($16.6 million and $2 million in Dominican
pesos)

Interest: 19 for 10 years, 2% subsequently

Borrower: DOMINICAN REPUBLIC

The metropolitan area of Santo Domingo,
the capital of the Dominican Republic, and
several small towns have an estimated
population of about 882,000. If the pres-
ent growth rate of 6.1 per cent per year
is maintained, the area will have 2.6 mil-
lion inhabitants by the year 2000. Some
22 per cent of the city's population, or
194,000 persons, live in the densely set-
tled eastern district inhabited by medium-
and low-income families who lack potable
water service.

This loan will help the Corporacion
del Acueducto y Alcantarillado de Santo
Domingo (CAASD ), the city’s water and
sewage agency, to carry out an expansion

project at an estimated cost of $23.3 mil-
lion, of which the Bank loan will cover
80 per cent and the Dominican Govern-
ment the remaining 20 per cent. Execu-
tion of the project is expected to solve
the present water shortage in the eastern
zone of the city and satisfy citywide
water demand through 1985.

The first stage provides for the devel-
opment of new sources of water supply
through the drilling of 18 wells in Mata
Mamén, Los Marenos and La Catalina;
the construction of water storage tanks
and distribution mains, and the installa-
tion of water meters.

Up to $990,000 of the loan will be
devoted to technical cooperation aspects
of the project—8$340,000 to strengthen
the institutional structure of CAASD and
$650,000 to help prepare studies of the
second stage of the Santo Domingo water
master plan.

ECUADOR

LOANS
Guayas Basin Farm Development

Fund for Special Operations

$20.8 million 40-year loan of Nov. 1, 1973
($18.5 million and $2.3 million in sucres)
Interest: 19 for 10 years, 2% subsequently

Borrower: REPUBLIC OF ECUADOR
The Guayas River Basin, which embraces
some 9,300 square miles of lowland north
of Guayaquil, has one of the richest agri-
cultural potentials in Ecuador. This loan
will help establish year-round rice farm-
ing near Babahoyo, 44 miles northeast
of Guayaquil, through the use of irriga-
tion and advanced farming techniques.
The project will be executed by the
Comision de Estudios para el Desarrollo
de la Cuenca del Rio Guayas (CEDEGE)
on 28,528 acres of farmland, of which
27,170 acres will be irrigated, at an esti-
mated cost of $29.8 million. The Bank
will cover 69.8 per cent of the cost and
local sources the remaining 30.2 per cent.
The loan will enable CEDEGE to re-
distribute approximately 10 per cent of
the 27,170 acres of irrigated land within

the Babahoyo project to between 45 and
50 farm families in units of 62 acres
each and establish 16 production coopera-
tives of about 64 families each on the
remaining 90 per cent of the land. In
all about 1,100 rural families, of whom
500 are already established within the
project and 600 will come from neighbor-
ing areas, will benefit from the program.

In addition, the project includes the
construction of housing, community cen-
ters and service facilities for project
beneficiaries; the provision of credit and
extension services, the establishment of
processing and marketing services and
the development of agricultural research
projects. Up to $600,000 of the loan will
be devoted to technical cooperation as-
pects of the project.

Foot-and-Mouth Disease Campaign

Fund for Special Operations

$5.6 million 40-year loan of Nov. 8, 1973
($5.1 million and $500,000 in sucres)
Interest: 19, for 10 years, 2% subsequently

Borrower: REPUBLIC OF ECUADOR

In 1972 severe epidemics of foot-and-
mouth disease broke out in six provinces
of the Sierra or Andean region of Ecua-
dor where approximately 39 per cent of
the nation’s 2.6 million cattle are pastured.
An estimated 250,000 head were in-
fected with the virus, which produces
serious economic loss due to weight re-
duction, lower milk yield, sterility and
death.

This loan will enable Ecuador’s Minis-
terio de Agricultura y Ganaderia (MAG)
to carry out the first stage of a program
to control and eventually eradicate foot-
and-mouth disease through the execution
of a program to vaccinate 80 per cent
of the nation’s cattle population by the
fourth year, to train personnel needed
for the project and to improve the coun-
try’s ability to fight the disease.

The total cost of the program is esti-
mated at $8.8 million, of which the Bank
loan will cover 63.3 per cent and the
Ecuadoran Government the remaining
36.7 per cent. The loan includes $417,000
in technical cooperation to hire consultants
to work on various phases of the project,
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to extend scholarships to local officials for
study abroad, and to provide institutional
improvement of the Ministry and the
participating National Institute of Health.

Completion of the disease control and
eradication program will produce an in-
crease in the annual growth rate of the
national cattle herd of almost 10 per
cent and is expected to lead to a sub-
stantial increase in the output of meat
and milk for the country.

Agricultural Development

Fund for Special Operations

$15 million 40-year loan of Dec. 20, 1973
($10 million and $5 million in sucres)
Interest: 19 for 10 years, 2% subsequently

Borrower: BANCO NACIONAL DE FOMENTO
Ecuador’s 1973-77 Development Plan
calls for a 5.3 per cent a year growth
rate in the agricultural sector. To help
implement this plan, the Banco Nacional
de Fomento (BNF), the nation’s devel-
opment bank, plans to lend $64 million
a year for farm development during the
five-year period.

The program constitutes a further ef-
fort on the part of BNF to intensify farm
production in Ecuador by strengthening
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the activities of the small- and medium-
scale farmer and cattleman. The Bank has
supported these efforts with previous loans
with the result that program beneficiaries
have been able to increase their earnings
significantly.

This loan will help finance a lending
program to farmers being carried out at
a total estimated cost of $25.8 million, of
which the Bank loan will cover 58.2 per
cent, the BNF 26.7 per cent and bene-
ficiaries the remaining 15.1 per cent.

It will help finance four subprograms
including general farm development,
livestock development, African palm cul-
tivation and the strengthening of the
activities of BNF through technical coop-
eration. Up to $400,000 of the loan will
be devoted to the technical cooperation
aspects of the program.

The loan is guaranteed by the Repub-
lic of Ecuador.

Quito Urban Infrastructure

Fund for Special Operations

$14.3 million 40-year loan of July 12, 1973
($12.2 million and $2.1 million in sucres)
Interest: 19, for 10 years, 2% subsequently

Borrower: REPUBLIC OF ECUADOR

The population of Quito, Ecuador’s capi-
tal, has grown at an average annual rate
of 5.1 per cent in recent years, increasing
from 355,000 inhabitants in 1962 to
550,000 in 1971. This rapid growth has
placed a severe strain on the city’s over-
loaded public services.

This loan will help solve the problem
and lay the groundwork for a compre-
hensive city development program for the
future, by enabling four municipal
agencies, including the Municipality of
Quito, to carry out a project known as
the Quito Urban Infrastructure Investment
Program (QUIIP).

QUIIP embraces four
works in addition to a program of tech-
nical cooperation. These include the ex-

construction

WORKERS PUT FINISHING TOUCHES on
trench in Guayaquil, Ecuador, which forms
part of that city’s new sanitation system.
Bank loan is used to improve and expand
the city’s sewage system.

tension of the existing sewage system to
low-income neighborhoods, where 50,000
inhabitants presently lacking such service
now live, and the improvement of
drainage systems; the expansion of
Avenida Pichincha and Calle Sucre and
the connection of both to Avenida Orien-
tal to relieve congestion in the downtown
area; the expansion of wholesale and re-
tail market facilities, and the construction
of a modern slaughterhouse.

The Bank loan includes $319,000 in
technical cooperation to enable the Munic-
ipality of Quito to hire the consulting
services required to expand the institu-
tional capacity of the municipal offices
and provide efficient administration of
the new development program.

The Bank loan will finance 74.1 per
cent of the $19.3 million estimated cost
of the project and local sources the re-
maining 25.9 per cent.

TECHNICAL COOPERATION
Quito Water and Sewage Plans

Fund for Special Operations
$217,000 contingent recovery cooperation of
July 12, 1973

In connection with the previously de-
scribed loan for $14.3 million extended
to improve Quito’s urban infrastructure,
the Bank authorized this technical coop-
eration.

The assistance will help the Municipal-
ity of Quito to draw up master plans for
the city’s future water and sewage sys-
tems, to prepare the designs for the first
stage of such a system, to study the
treatment of residual waters in the city
and to draw up cost estimates.

EL SALVADOR

LOAN
Irrigation and Farm Development

Fund for Special Operations

$8 million 40-year loan of Sept. 13, 1973

($6.6 million and $1.4 million in Salvadoran
colons)

Interest: 19, for 10 years, 29% subsequently

Borrower: REPUBLIC OF EL SALVADOR

El Salvador has a high population density
and limited and wunderutilized land



resources. In order to foster more in-

tensive land utilization and the use of
modern cultivation and breeding methods,
the Bank in 1973 extended this loan to
the nation to finance an irrigation and
agricultural development project on some
7,500 acres of land in the northern zone
of the country, some 20 miles from the
capital, which will benefit 480 farming
and ranching families.

The loan will help the Ministry of Ag-
riculture to build irrigation and drain-
age works, to grant credits and technical
cooperation and to provide related ser-
vices for the project, which is located at
the confluence of the Lempa, Sucio and
Suquiapa Rivers in the Departments of
Chalatenango and La Libertad.

The project provides for the construc-
tion of a diversion dam on the Sucio
River, of 88.6 miles of irrigation and
drainage canals, and of 52 miles of road-
ways; the extension of credit to help
farmers purchase machinery, equipment
anil livestock, and the provision of re-
search and technical services to promote
the: intensive use of irrigation systems
in the region.

Two of the three zones—Atiocoyo and

WORKERS LINE DITCH with stone and
mortar alongside Guatemalan highway be-
ing constructed with loan extended by the
Bank in 1971. This road will link nation’s
Pacific and Inter-American Highways.

San Juan-San Isidro—are scheduled for
farming while the third—Nueva Con-
cepcién—is scheduled for ranching.
The total cost of the project is esti-
mated at $10.6 million, of which the
Bank loan will cover 75.4 per cent and
local sources the remaining 24.6 per cent.

TECHNICAL COOPERATION
Agricultural and Educational Studies

Social Progress Trust Fund
$43,000 nonreimbursable cooperation of
May 5, 1973

Social Progress Trust Fund (Special Program
for Project Preparation)

$840,000 contingent repayment cooperation of
May 5, 1973

El Salvador’s National Development Plan
for 1973-77 calls for substantial invest-
ments in economic and social sectors and
the execution of institutional improve-
ments which will lead to a greater mobi-
lization of domestic savings and external
resources to carry out the program.

This technical cooperation will help
the Government achieve the goals of the
plan by enabling the Consejo Nacional de
Planificacion y Coordinacién Econdmica
(CONAPLAN), the government plan-
ning agency, to hire consultants to carry
out feasibility studies for development
projects in the agricultural and educa-
tional sectors. The studies, which are
designed particularly to benefit low- and
medium-income groups, will focus on
livestock development and animal health,
agricultural and livestock credit, irriga-
tion and drainage and educational credit.

GUATEMALA

LOANS
Construction of Secondary Roads

Fund for Special Operations

$17.5 million 40-year loan of Sept. 13, 1973
($12 million and $5.5 million in quetzals)
Interest: 19 for 10 years, 2% subsequently

Borrower: REPUBLIC OF GUATEMALA

Guatemala's highway network is approxi-
mately 6,500 miles in length, of which
1,500 miles are paved. To improve the
existing network and complement main
highways with feeder
roads, the Guatemalan Government has
given high priority to extension of the

secondary and

nation’s road network and plans to invest
$122 million in this sector in the 1973-77
period.

This loan will enable the Direccion
General de Caminos (DGC), an agency
of the Ministry of Agriculture in charge
of road construction and maintenance,
to improve and pave seven secondary
roads 130 miles in length and one pene-
tration road 24 miles long. The total cost
of the program is estimated at $22.3 mil-
lion, of which the Bank loan will cover
78.5 per cent and the Guatemalan Gov-
crnment the remaining 21.5 per cent.

The seven sccondary roads are located
in the highlands and in the Pacific coast
area, which are highly developed agricul-
turally. The program is expected to di-
rectly benefit areas with an estimated
420,000 acres of land. The penetration
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road, which will benefit approximately
98,000 acres of land, will extend from
La Democracia, near the Mexican border,
to the municipality of Nenton.

Guatemala City Sewage System

Fund for Special Operations

$10 million 40-year loan of Jan. 18, 1973
($4.5 million and $5.5 million in quetzals)
Interest: 19 for 10 years, 2% subsequently

Borrower: MUNICIPALITY OF GUATEMALA CITY
Guatemala City's population has grown
five-fold in the last 35 years. Currently
estimated at 830,000, the figure is ex-
pected to rcach 2.8 million by the year
2000. This growth has seriously taxed the
city’s municipal services, particularly wa-
ter and sewage systems, and despite efforts
to solve the problem, about 45 per cent
of the city lacks household water connec-
tions or a sewage system.

This loan will ameliorate the situation
by helping the Municipality of Guatemala
City to carry out the first stage of a Gen-
eral Sewage Plan which calls for the con-
struction of a sewage and storm drain
system in the northern zone of the city,
designed to meet the needs of the zone’s
600,000 present residents as well as pro-
vide for an expected 1.2 million popula-
tion by the year 2000.

The total cost of thc project is esti-
mated at $13 million, of which the Bank
loan will cover 76.9 per cent and the
Municipality the remaining 23.1 per cent.
Up to $125,000 of the loan will be de-
voted to technical cooperation designed
to strengthen the administrative, techni-
cal and financial services of the Munici-
pality. Another $250,000 will be devoted
to studies for the second stage of the
project.

The execution of the project, which
provides for the construction of main and
secondary sewer lines and the installation
of individual networks for 18 districts,
will result in the collection in the north-
ern zone of sewage, which is currently
discharged untreated into the city’s sur-
rounding rivers, and its discharge in Las
Vacas River, downstream from the city.

The loan is guaranteed by the Repub-
lic of Guatemala.
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Improvement of Higher Education

Fund for Special Operations

$9.3 million 40-year loan of Dec. 6, 1973
($7.8 million and $1.5 million in quetzals)
Interest: 19 for 10 years, 2% subsequently

Borrower: REPUBLIC OF GUATEMALA

University enrollment in Guatemala rose
from 6,000 in 1962 to 20,000 in 1972.
Nonetheless, the country’s five institutions
of higher education graduated an average
of only 432 students per year in the 1969-
71 period, a figure well below the num-
ber required to meet the nation’s pro-
jected economic development nceds.

To help improve this situation, two
private universities in Guatemala City—
Rafael Landivar and Del Valle de Guate-
mala—have initiated programs to raise the
technical quality of education in the na-
tion and thus help to meet the growing
demand for the professionals required by
the nation’s development needs.

The loan will help finance the physi-
cal, institutional and academic develop-
ment of the two universities. The total
cost of the program is cstimated at $11.6
million, of which the Bank loan will
cover 80.1 per cent, Rafael Landivar Uni-
versity 12.9 per cent and Del Valle Uni-
versity 7 per cent.

Up to $427,000 of the loan will
be devoted to technical cooperation—
$377,000 for Del Valle University and
$50,000 for Rafael Landivar University—
to hire consultants and visiting professors
and to finance graduate study fellowships
for teaching personnel.

Completion of the program will per-
mit Rafael Landivar University to increase
its enrollment from the 1972 figure of
2,400 to 3,700 by 1977 and Del Valle
University from 700 to 2,000.

TECHNICAL COOPERATION
Training in Irrigation Systems

Social Progress Trust Fund
$48,500 nonreimbursable cooperation of
April 12, 1973

In 1968 the Government of Guatemala
undertook an irrigation program designed
to raise the living standards of small-
and medium-scale farmers. A large part
of the financing for this program was

provided by the Bank.

Plans are underway for further irri-
gation projects which will eventually em-
brace about 50,000 acres benefiting
12,000 families. The success of these
projects will depend largely on the avail-
ability of trained personnel to carry out
the planning, execution and operation of
the irrigation projects.

This cooperation enabled the Direc-
cién de Recursos Naturales Renovables
(DIRENARE), of the Ministry of Agri-
culture, to train 16 Guatemalan profes-
sionals in matters related to planning,
carrying out and administering irrigation
districts. The Secretariat of Hydraulic
Resources of Mexico participated in the
program.

Support for National Development Plan

Fund for Special Operations
$395,000 nonreimbursable cooperation of
May 5, 1973

Social Progress Trust Fund
$296,000 nonreimbursable cooperation of
May 5, 1973

Social Progress Trust Fund (Special Program
for Project Preparation)

$165,000 contingent recovery cooperation of
May 5, 1973

$104,000 nonreimbursable cooperation of
May 5, 1973

Within its 1971-75 National Develop-
ment Plan, the Government of Guate-
mala has targeted an annual increase in
its gross domestic product of 7.8 per cent.
The plan calls for a rapid rise in invest-
ments, a lessening of the nation’s vulnera-
bility to the external sector, a better dis-
tribution of income and improved effi-
ciency in the public sector. To achieve
this goal institutions must be strength-
ened so that domestic savings and foreign
resources might be mobilized more ef-
fectively.

This technical cooperation totaling
$960,000 will help the Government carry
out a program designed to accelerate im-
plementation of the Plan. The total cost
of the program is estimated at $1,232,000,
of which 78 per cent comes from the
Bank and 22 per cent from domestic
sources.

The cooperation will enable the Con-
sejo Nacional de Planificacién Econd-



mica (CNPE), the Government's plan-
ning agency, to prepare general eco-
nomic studies, strengthen project execut-
ing agencies and draft specific projects
in the agricultural, industrial, health,
transportation and urban development
sectors. CNPE will hire consultants to
work with teams of Guatemalan techni-
cians in the execution of eight individual
projects in the five designated sectors.

HAITI

LOAN
Construction of Southern Highway

Fund for Special Operations

$22.2 million 40-year loan of Aug. 2, 1973
($19.9 million and $2.3 million in gourdes)
Interest: 19 for 10 years, 29% subsequently

Borrower: BANQUE NATIONALE DE LA
REPUBLIQUE D'HAITI

Haiti’s road network is 2,020 miles long
but only 232 miles are paved. One of the
nation’s main roads is the Southern High-
way which goes from Port-au-Prince, the
capital, along the mountainous southern
peninsula for a distance of 105 miles to
Les Cayes, passing through the towns of
Léogine, Miragoane and Aquin.

The highway, which is in a poor state
of upkeep, serves an estimated 1.9 million
inhabitants over a 2,960-square-mile area.
In 1972 the road carried a traffic volume
of 110,000 vehicles and 362,000 tons of
freight.

This loan will enable the Secrétairerie
d'Etat des Travaux Publics, Transports
et Communications (STP) to construct
a two-lane, asphalt highway from Léogane
to Les Cayes, a distance of 97 miles, to
meet projected demand up to 1990, when
the estimated annual traffic volume will be
574,000 vehicles and 1.1 million tons of
freight.

Completion of the highway will stimu-
late the growth of agriculture, on which
the region depends for 90 per cent of
its income, and will increase the export
through Port-au-Prince of sugar and
molasses produced at the Les Cayes sugar

refinery.

The total cost of the project is estimated
at $25.1 million, of which the Bank
loan will cover 88.4 per cent and the
Haitian Government the remaining 11.6
per cent.

The loan is guaranteed by the Republic
of Haiti.

TECHNICAL COOPERATION
Support for Highway Agency

Fund for Special Operations
$600,000 nonreimhursable cooperation of
Aug. 2, 1973

This technical cooperation was extended
to the Secrétairerie d'Etat des Travaux
Publics, Transports et Communications,
(STP), of Haiti to help organize a coor-
dinating unit for the construction of the
Southern Highway, financed with the
previously described loan for $22.2 mil-
lion. In addition, the cooperation will
enable STP to place in operation a pro-
gram for checking the weight of vehicles
moving on the highway.

Rural Health Services

Fund for Special Operations
$40,000 nonreimbursable cooperation of
Nov. 13, 1973

The Government of Haiti has assigned
high priority to improving public health
and hospital facilities, especially in rural

areas, where such services are highly de-
ficient.

~Miragoane

MAJOR ROAD [IMPROVEMENT takes place
in Haiti thanks to Bank financing.

This cooperation will enable the Gov-
ernment’s Département de la Santé Pu-
blique et de la Population (DSPP), to
obtain the of consultants to
analyze rural health services in three
districts—Cayes, Petit-Goave and Cap-
Haitien—and the subdistrict of Croix-des-
Bouquets. In addition, the consultants
basic
health services in the districts which could
serve as models for other sections of the
country.

The total cost of the project is $105,000,
of which the Pan American Health Orga-
nization will contribute 45 per cent, the

services

would recommend designs for

Bank 38 per cent and the Government of
Haiti the remaining 17 per cent.

Development of Tourism

Fund for Special Operations
$410,000 nonreimbursable cooperation of
Dec. 6, 1973

In 1970 approximately 4 million tourists
visited 25 main Caribbean islands. How-
ever, despite the fact that Haiti has
natural resources of exceptional beauty
combined with historic and folklore at-
tractions which give it a good potential

STRANDS OF SISAL ROLL from machinery
in this small-scale factory in Haiti which
was able to expand operations with the
help of a Bank loan channeled through the
National Development Bank.
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AFRICAN OIL PALM TREES get their start
at this nursery in the Valley of Aguan in
Honduras. Part of the Bank loan for farm
settlement was devoted to project to plant
some 200,000 palm trees.

for tourism, only 2.3 per cent of that
number visited Haiti.

In order to take advantage of this
potential, the nation needs a variety of
infrastructure facilities and its current
five-year development plan calls for
stepped-up cfforts in this field.

This cooperation will make it possible
for the Office National du Tourisme et
des Relations Publiques (ONT), to con-
tract a consulting firm which will prepare
recommendations to orient the develop-
ment of tourism in Haiti by establishing
guidelines for public and private invest-
ment in the field, to strengthen the na-
tional agencies working in tourism and
train local personnel to carry out tourist
development projects. The assistance also
includes the preparation of a loan appli-
cation to provide financing for a project
in the future.
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HONDURAS

LOAN
San Pedro Sula Water and Sewage System

Fund for Special Operations

$1.2 million 40-year loan of April 19, 1973
($973,000 and $227,000 in lempiras)
Interest: 19 for 10 years, 29 subsequently

Borrower: CORPORACION MUNICIPAL DE
SAN PEDRO SULA

San Pedro Sula, the second largest city of
Honduras, is located in the fertile Sula
Valley in the northeast of the country and
is the hub of the most productive agri-
cultural and industrial zone.

The recent expansion of agriculture
and industry has created new jobs and
attracted rural dwellers to the city, swell-
ing the p()pulation from 59,000 in 1961
to 138,000 in 1971. The total is expected
to grow to 320,000 by 1985. The growth
in public services, particularly water and
sewage systems, has not kept pace with
the demand created by this rapid popula-
tion increase.

This loan will help the Corporacion
Municipal de San Pedro Sula, the city’s

B ri
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water, sewage and related facilities agency,
to prepare plans and designs for a first
stage expansion and modernization of the
city’s water and sewage system, including
a storm sewer system, to meet population
needs through 1985.

In addition, it will enable the agency
to improve the city’s present water and
sewage system with the construction of
intake works from the Zapotal River, in-
cluding the construction of a water main
from the intake point to the city distribu-
tion network, the construction of a dis-
tribution tank and the acquisition and
installation of 6,000 residential meters.

The total cost of the project is esti-
mated at $1,650,000, of which the Bank
loan will cover 72.7 per cent and local
sources the remaining 27.3 per cent.

The loan is guaranteed by the Republic
of Honduras.

TECHNICAL COOPERATION
Institutional Support

Social Progress Trust Fund
$300,000 nonreimbursable cooperation of
April 19, 1973

This technical cooperation will be used



to strengthen two agencies of the Corpo-
racion Municipal de San Pedro Sula en-
gaged in carrying out the project for the
expansion of the city’s water and sewage
system, which is being financed with the
help of the previously described loan for
$1.2 million.

The cooperation will enable the Water
and Sewage Department of the corpora-
tion to hire consultants on administrative,
accounting and financial affairs and to
help the city establish a Municipal Urban
Planning Office.

Cattle Raising Studies

Social Progress Trust Fund
$18,400 contingent recovery cooperation of
May 3, 1973

In 1972 the Bank provided assistance to
Honduras within the technical cooperation
program entered into by the Bank and
the United Nations Food and Agriculture

Organization (FAO) for the execution
of an agricultural development study of
the cattle raising possibilities of the
Guayape Valley of Honduras.

This new cooperation will enable the
Consejo Superior de Planificacion Eco-
némica, the nation’s planning agency, to
secure the services of consultants to pre-
pare the final feasibility studies for the
project, which is expected to lead to an
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(left) and Trinidad (above) are able to im-
prove their living standards thanks to Inter-
American Bank credits being extended to
them through local development agencies.

application for a loan from the Bank
or another international lending agency.

Industrial Project Identification
Fund for Special Operations
$85,000 nonreimbursable cooperation of

Nov. 15, 1973
Honduras needs to broaden its industrial
development in order to reduce its heavy
dependence on the agricultural sector,
which accounts for one-third of its gross
domestic product and 70 per cent of its
export income.

This cooperation will enable the Con-
sejo Superior de Planificacién Econdémica
to carry out an industrial sector study
which would help to identify investment
opportunities and specific projects, pro-
vide evaluative information that would
make possible the preliminary appraisal
of projects, select those which are most
desirable indicate
follow-up implementing action.

economically  and

INDIVIDUAL FARM WORKERS in Jamaica

JAMAICA

LOANS
Self-Supporting Farm Program

Fund for Special Operations
$7.9 million 35-year 2% loan of May 31, 1973
($6.9 million and $1 million in Jamaican dollars)

Borrower: JAMAICA

Since 1970 the Inter-American Bank has
supported a program to help increase
agricultural output and bring new farm-
land into production in Jamaica. Two
previous loans—$6.2 million in 1970 and
$3 million in 1971—provided credit for
small-scale farmers, benefiting some 3,600
existing farms and helping to establish
320 new ones. As a result of this lend-
ing, the average annual production per
farm benefited increased 120 per cent
and the average annual net profit per
beneficiary rose 75 per cent, reaching
$1,032 a year.

This third loan will be used by the
Jamaica Development Bank (JDB) to
provide the ongoing development credits
and working capital required to convert
approximately 2,700 existing farms and
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300 new farms into self-supporting pro-
duction units. The resources will be relent
to owners or, in some cases, to tenants of
farms ranging from 5 to 25 acres in size.

The total cost of the program—known
as Self-Supporting Farmers’ Development
Program—is estimated at $15,750,000,
of which the Bank loan will cover 50.2
per cent and the Government of Jamaica
the remaining 49.8 per cent.

Up to $336,000 of the Bank loan will
be used by the JDB and the Ministry of
Agriculture for technical cooperation ex-
penses related to the hiring of experts
in accounting, administration, finance,
farm credit, advanced technology and
stockraising.

Highway Construction

Ordinary Capital Resources
$1.4 million 20-year 8% loan of Nov. 1, 1973
($1 million and $400,000 in Jamaican dollars)

Fund for Special Operations
$11.5 million 35-year 2% loan of Nov. 1, 1973
($10 million and $1.5 million in Jamaican
dollars)
Borrower: JAMAICA
Jamaica’s highway network consists of
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about 10,000 miles, of which some 8,000
miles are paved or gravel roads suitable
for motor vehicle traffic. However, many
of these roads are narrow and are char-
acterized by sharp turns and steep inclines.
Others run parallel to rivers and creeks
and are subject to flooding.

These loans will help the Ministry of
Works to improve this situation by finan-
cing a highway construction and mainte-
nance program known as the “Jamaica
Transportation Survey, Stage II,” a pri-
ority project scheduled for execution in
1973-82.

The project calls for the improvement
of four sections of secondary main roads
totaling 37 miles in length, including the
May Pen-Lionel Town section, the May
Pen-Turners Four Paths section, the Wil-
liamsfield-Colleyville section and the Run-
away Bay-Brown’s Town section; the im-
provement of 11 sections 21 miles in
length located in the parish councils of
St. Catherine, St. Elizabeth, St. Mary,
St. Thomas and Westmoreland, and the
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construction of a by-pass approximately
2 miles long in the area of St. Ann’s
Bay along the north coast.

The total cost of the project is esti-
mated at $23.5 million, of which the
Bank loans will cover 54.9 per cent and
the Jamaican Government the remaining
45.1 per cent.

Industrial and Tourism Projects

Ordinary Capital Resources
$4 million 20-year 89% loan of Sept. 20, 1973
($3.5 million and $500,000 in Jamaican dollars)

Fund for Special Operations

$6 million 35-year 29, loan of Sept. 20, 1973

($4.5 million and $1.5 million in Jamaican
dollars)

Borrower: JAMAICA DEVELOPMENT BANK

In 1971 the Bank extended two loans
totaling $6 million to the Jamaica De-
velopment Bank (JDB) to help establish
or expand small- and medium-sized in-
dustrial and tourism enterprises through-

ALMOST KNEE-DEEP IN WATER, farm
workers carefully place seedlings on this
farm in Michoacan, Mexico, which has
greatly increased production thanks to ir-
rigation improved with a Bank loan.




out the country.

With the help of those loans the JDB
by mid-1973 had granted 47 industrial
and 56 tourism credits totaling $13.8 mil-
lion. The industrial credits helped create
16 new enterprises and expand 31 exist-
ing ones; the tourist credits helped build
66 tourist facilities with a total of 242
rooms.

These two new loans will permit the
JDB to continue the credit program. The
new phase of the project is being carried
out at an estimated cost of $21 million,
of which the loan will cover 47 per
cent, the JDB 29 per cent and the bene-
ficiaries the remaining 24 per cent. Ap-
proximately 60 per cent of the program
resources will be devoted to industrial
projects and the remainder to the tourist
sector.

The industrial credits will primarily
benefit enterprises which manufacture
foodstuffs, beverages, plastics, building
materials, electrical appliances, textiles,
furniture and chemical products. The
tourism projects involve the construction
or expansion of small- and medium-sized
hotels, guest houses and cottages and re-
lated tourist services.

The loans are guaranteed by Jamaica.

TECHNICAL COOPERATION
Rural Electrification Study

Fund for Special Operations
$192,000 contingent recovery cooperation of
March 29, 1973

In 1966 Jamaica initiated a four-stage
program to expand electric power service
throughout the country. Under the first
two stages service was cxtended to prin-
cipal villages in Jamaica and additional
power was provided to the nation’s main
cities. In the two final stages sufficient
power is being provided to broaden city
and village services as well as to provide
service to rural areas.

This technical cooperation will enable
Jamaica to undertake the studies needed
to achieve a coordinated island-wide de-
velopment program for rural electrifica-
tion. The studies will be carried out by
consultants engaged to determine the

technical, economic and financial feasi-
bility of such a program, along with the
final designs and specifications for at
least one-third of the program.

Tropical Fruit Study

Fund for Special Operations
$27,000 nonreimbursable cooperation of
May 3, 1973

This cooperation will enable the Govern-
ment of Jamaica to secure the services
of Israeli consultants, under the Inter-
American Bank-Israeli Agreement, to
carry out a feasibility study of a program
designed to expand, diversify and im-
prove the cultivation of tropical and sub-
tropical fruit crops in Jamaica and for-
mulate plans for its execution, if the re-
sults of the study are favorable.

The study is designed to result in a
future loan application to the Bank or a
similar international lending agency. The
total cost of the study is estimated at
860,000, of which the Bank will con-
tribute 45 per cent, the Government of
Israel 23 per cent and the Government
of Jamaica 32 per cent.

MEXICO

LOANS
Juarez Valley Irrigation

Ordinary Capital Resources

$14 million 20-year 89% loan of Aug. 30, 1973

($9.36 million, 291.2 million Japanese yen and
$3.6 million in Mexican pesos)

Borrower: NACIONAL FINANCIERA, S.A.

The Juirez Valley Irrigation District be-
gins in the outskirts of Ciudad Juarez in
the northern part of the State of Chi-
huahua and extends for about 80 miles
in the border area of the United States
along the Mexican side of the Rio Grande
River, the boundary between the two
countries.

This loan will help the Secretaria de
Recursos Hidraunlicos to rehabilitate the
irrigation district, raising its net arable
area from approximately 42,000 acres to
60,500 acres; increasing the annual water
supply from 199 million to 355 million
cubic meters, and improving and re-

IRRIGATION IS PRIMARY CONCERN of
Bank lending policy in Mexico. In 1973
Bank lent additional funds for small-scale
projects in nation’s northeast.

claiming land which has deteriorated due
to salinity. In so doing it will directly
benefit an estimated population of 2,640
farmers, of whom approximately 70 per
cent are ejidatarios.

Specifically, resources of the loan will
help execute a variety of infrastructure
works including, among others, the lin-
ing of a main irrigation canal totaling
67.5 miles in length; the lining of ap-
proximately 155 miles of distribution
canals; the drilling of 82 new wells; the
modernization and improvement of 155
operating wells; the financing of soil im-
provement and reclamation programs,
and the construction of complementary
works.

The total cost of the project is esti-
mated at $30 million, of which the Bank
loan will cover 46.7 per cent and the
Government of Mexico the remaining
53.3 per cent.

The loan is guarantced by the United
Mexican States.

Small-Scale Irrigation Works

Fund for Special Operations
$34 million 25-year 3% loan of Dec. 13, 1973
($19.3 million and $14.7 million in Mexican pesos)

Borrower: NACIONAL FINANCIERA, S.A.

In 1967 the Government of Mexico ini-
tiated a small-scale irrigation works pro-
gram, now called the National Plan of
Irrigation Works for Rural Development,
to improve or provide irrigation for some
692,000 acres of land.
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The Bank has supported the program,
which is being carried out over a 10-
year period, with four previous loans
totaling more than $108 million, of
which two loans amounting to $39 mil-
lion are helping to finance irrigation
works in the northeastern part of the
country.

This new loan will help finance the
construction in the northeast of the third
stage of the plan. It will enable the
Secretaria de Recursos Hidraulicos (SRH)
to incorporate approximately 123,500
acres of land into irrigated farming in
the northeast, including all or parts of
seven states—Coahuila, Chihuahua,
Durango, Nuevo Lebn, San Luis Potosi,
Tamaulipas and Zacatecas.

The project consists of the construc-
tion or rehabilitation of 700 small-scale
irrigation works, which will benefit a
rural population estimated at 23,800 low-
income families, the majority of them
ejidatarios.

The total cost of the project is esti-
mated at $69,750,000, of which the
Bank loan will cover 48.7 per cent and
the Government of Mexico the remain-
ing 51.3 per cent.

The loan is guaranteed by the United
Mexican States.

Las Truchas Steel Plant

Ordinary Capital Resources
$54 million 15-year 8% loan of Oct. 18, 1973

Borrower: NACIONAL FINANCIERA, S.A.

The consumption of nonflat steel prod-
ucts in Mexico, which amounted to 1.3
million tons in 1972, is expected to in-
crease by 9 per cent a year to 2.8 million
tons by 1980. To meet this rising de-
mand, Mexico has embarked on a major
expansion of its steel industry.

Under the program, Mexico's current
steel producers will expand capacity by
2.1 million tons by 1980 and Siderzirgica
Lizaro Cdardenas—Las Truchas, S.A.
(SICARTSA), a new corporation with
government participation, will build an
integrated steel plant at the mouth of
the Balsas River on the Pacific coast.
In its first stage, the plant will produce
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1.1 million tons of raw steel per annum,
sufficient to make 1 million tons of non-
flat rolled products—primarily construc-
tion rod, other bars, wire rod and sec-
tions.

This loan will help SICARTSA build
the plant near the town of Lazaro Car-
denas, Michoacin, some 200 miles south-
west of Mexico City. The plant site is
located 13 miles from the Las Truchas
iron ore deposits which contain an esti-
mated 76 million tons of proven reserves
and 12 million tons of indicated re-
serves, enough for 30 years of operation
in Stage 1.

The Government of Mexico is build-
ing a port at the mouth of the Balsas
River through which coal will be im-
ported for use at the plant. In addition,
it will build an 81-mile railroad branch
from Las Truchas to Nueva Italia-Co-
rondiro and improve the Playa Azul-
Nueva Italia highway to assure the ship-
ment of steel products to consumer
centers.

The total cost of the project is esti-
mated at $648 million, of which the
Bank loan will cover 8.3 per cent, the
World Bank 10.8 per cent, bilateral
credits 27.6 per cent, SICARTSA 46.3
per cent and other credits 7 per cent.

The loan is guaranteed by the United
Mexican States.

Preinvestment Studies

Fund for Special Operations
$10 million 20-year 49% loan of July 5, 1973
($2.1 million and $7.9 million in Mexican pesos)

Borrower: NACIONAL FINANCIERA, S.A.

In 1967 the Inter-American Bank ap-
proved two loans for $5.5 million to
help Nacional Financiera, S.A. (NAFIN)
to prepare a program to draft technical,
economic and financial feasibility studies
for specific projects designed to accelerate
development in Mexico. The proceeds of
those two loans were channeled to the
Fondo Nacional de Estudios de Prein-
version (FONEP), a trust fund estab-
lished by NAFIN, to help launch the
program. With those FONEP
financed the preparation of studies of 34

loans

projects in industry, agriculture, infra-
structure and communications scattered
throughout the nation.

This new loan will be used by FONEP
to carry out the second stage of the pro-
gram. In this stage additional studies will
be carried out in agriculture, forestry,
transportation  and
communications, mining, petroleum and

fishing, irrigation,
its by-products, industry, tourism and
other priority areas of the economy. The
studies will cover a preliminary list of
projects drawn up by FONEP, repre-
senting a total investment of $726 mil-
lion.

The total cost of the program is esti-
mated at approximately $17.8 million,
of which the Bank loan will cover 56.2
per cent, the Mexican Government 43.2
per cent and beneficiaries the remaining
0.6 per cent.

The loan is guaranteed by the United
Mexican States.

NEW SANITATION SYSTEM is laid in por-
tion of Managua, Nicaragua, unaffected by
1972 earthquake which leveled central sec-
tion of the city. System is being built with
loan extended in 1970.




EXPORT FINANCING

During 1973 previous lines of credit
extended to Mexico to finance exports
of capital goods were augmented by
$1,466,500 through repayments. This ac-
tivity is described further on under the
heading “Export Financing.”

NICARAGUA

LOANS
Land Settlement Project

Fund for Special Operations

$8.3 million 40-year loan of Sept. 27, 1973
($5 million and $3.3 million in cérdobas)
Interest: 19, for 10 years, 29, subsequently

Borrower: REPUBLIC OF NICARAGUA

The Atlantic coast region of Nicaragua
embraces 56 per cent of the nation’s total
area but is inhabited by less than 1 per
cent of its population of 2 million. In
order to help settle this sparsely inhabited
region, the Bank in 1966 approved a
$300,000 loan to finance feasibility stud-
ies for a farm settlement project known
as Rigoberto Cabezas.

These studies were successfully carried
out and as a result the Bank in 1973
extended this loan to enable the Instituto
Agrario de Nicaragna (IAN), the na-
tion’s agrarian institute, to finance a land
settlement project on 123,500 acres of

CEREMONY IN JUNGLE marks signature
of Bank loan for construction of Pan Amer-
ican highway through Panama’s Darien.
Shown are Brig. Gen. Omar Torrijos, Chiet
of State, Bank President Antonio Ortiz
Mena and other participants.

government-owned land located in the
Departmenc of Zelaya on the Atlantic
coast. Approximately 1,440 farm-owner
families will be settled on the land, in-
frastructure works will be built, land will
be improved, credit will be provided and
extension services will be furnished. Each
family will be provided with a 74-acre
land tract, as well as a 2.4-acre plot
for a home and garden.

In addition, 13 community centers with
1,400 housing units, along with water
services, schools, warchouses, workshops
and other facilities will be built and 44
miles of access roads will be laid down.

Up to $200,000 of the loan will be
used by the IAN to finance technical co-
operation costs, including the hiring of
consultants to carry out agricultural re-
search, establish training programs and
provide direct advisory services to the
settlers.

The total cost of the project is esti-
mated at $9.3 million, of which the Bank
loan will cover 89.2 per cent and local
sources the remaining 10.8 per cent.

Agro-Industrial Development

Fund for Special Operations

$4.2 million 40-year loan of May 31, 1973
($4 million and $200,000 in cérdobas)
Interest: 19 for 10 years, 2% subsequently

Borrower: REPUBLIC OF NICARAGUA

Nicaragua is plentifully endowed with
such raw materials as fibers, forest and
agricultural products and fishing and
mineral resources which could serve as a
base for industrial development. To utilize
these resources and to improve the na-
tion’s balance of payments, the Govern-
ment of Nicaragua has drawn up a pro-
gram to expand and modernize its agro-
industrial base, with emphasis on exports
and import-substitution activities.

The resources of this loan will be
relent by the Banco Central de Nicaragna
(BCN) through the Fondo Especial de
Desarrollo to enterprises engaged in as-
sembling, grading, storing, processing,
packaging and distributing farm, live-
stack, marine and forestry products, and
in the processing and distribution of pro-
duction materials derived from organic
materials.

Approximately 41 projects requiring
an estimated total investment of $21 mil-
lion have been identified under the pro-
gram. More concessionary terms will be
provided to small- and medium-sized en-
terprises than to large ones.

The program will be carried out at a
total estimated cost of $6.1 million, of
which the Bank loan will cover 68.9
per cent and BCN, intermediaries and
beneficiaries the remaining 31.1 per cent.

The loan includes $430,000 in tech-
nical cooperation which will help the
Instituto  Centroamericano de — Admi-
nistracion  de (INCAE) to
strengthen its Agro-Business Management
Program in order to train new managerial
personnel and to update the training of
exccutives already active in agro-business.

Empresas

Reconstruction of Managua

Fund for Special Operations

$16.7 million 40-year loan of April 25, 1973
($15.2 million and $1.5 million in cordobas)
Interest: 1% for 10 years, 29, subsequently

Borrower: REPUBLIC OF NICARAGUA
On Dec. 23, 1972, an earthquake struck
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Darien Gap

Pan-American
Highway

Caribbean Sea

Pacific Ocean

the city of Managua, Nicaragua, destroy-
ing five square miles of the downtown
area, causing some 6,000 deaths and
20,000 injured and leaving 250,000 per-
sons homeless. In addition, an estimated
51,700 persons—nearly 60 per cent of
the city’s economically active population
—were deprived of their employment op-
portunities.

As a first step in a program to help
Nicaragua recover from the disaster, the
Inter-American  Bank in early 1973
moved to expedite projects being carried
out in that country with the help of Bank
loans and to channel part of the undis-
bursed portions of approved loans to
rehabilitation projects.

This emergency loan, which will be
coordinated by the Oficina de Coordina-
cion e Implementacion del Programa de
Reconstruccion Nacional, created by the
Government after the quake, represents
a further step in the Bank’s effort to help
rebuild Managua. It will help re-establish
several basic services in Managua, restore
installations and accelerate the recovery
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DARIEN GAP IN PANAMA—the final link
in the Pan American highway system—is
now being bridged. Bank loan approved in
1973 is helping finance its construction.

of the directly productive sectors of the
national economy.

The total cost of the program is esti-
mated at $20,474,000, of which the Bank
loan will cover 81.6 per cent and the
Government of Nicaragua, government
agencies and beneficiaries the remaining
18.4 per cent.

TECHNICAL COOPERATION
Access Highway Studies
Social Progress Trust Fund (Special Program for
Project Preparation)
$82,000 contingent recovery cooperation of
April 25, 1973
This technical cooperation will enable the
Instituto Agrario de Nicaragua (1AN)
to carry out engineering studies and pre-
pare final plans for the construction of
access roads to the new farm settlements
to be established in the Rigoberto Cabezas

Project, for which the Bank extended the
previously described loan for $8.3 mil-
lion.

The studies will be carried out by a
group of consultants who will work with
the IAN.

Rural Electrification Studies

Social Progress Trust Fund (Special Program
for Project Preparation)

$172,000 nonreimbursable cooperation of
July 26, 1973

Approximately 30 per cent of the Nica-
raguan people enjoy electric power service
and that nation ranks second among the
Central American nations in per capita
power consumption. Even so, the Gov-
ernment assigns high priority to programs
designed to improve power service even
further, particularly in rural areas, as a
means of stemming the movement of
farm families to the city.

This technical cooperation will help
Empresa Nacional de Luz y Fuerza
(ENALUF), the government’s electric
power agency, to carry out feasibility
studies of a rural electrification program
which subsequently might be financed by
a loan from the Bank or another inter-
national lending institution.

The studies would concentrate on pro-
viding power for areas which currently
lack it in the Departments of Managua,
Carazo, Leén, Jinotega, Matagalpa and
Zelaya.

PANAMA

LOANS
Industrial Credit

Fund for Special Operations
$3 million 35-year 29, loan of Aug. 2, 1973

Borrower: BANCO NACIONAL DE PANAMA

In 1964 the Bank approved a $1 million
loan to the Banco Nacional de Panamd
(BNP) to provide credits for small- and
medium-sized private industrial firms.
With that loan BNP made 41 credits, of
which 22 expanded existing facilities and
19 were used for new projects.

This new loan will be relent at con-



cessional interest rates by BNP's recently
established industrial department, Basnca
Industrial. An estimated two-thirds of the
program resources will finance long-term
credits to medium-sized industries and
one-third will finance long-term credits to
small-sized firms. Not less than 30 per
cent of the program resources are to be
invested outside the Panama City met-
ropolitan area.

The total cost of the program is esti-
mated at $6 million, of which the Bank
loan will cover 50 per cent, the BNP
25 per cent and beneficiaries the remain-
ing 25 per cent.

The program is expected to create ap-
proximately 800 new jobs at an annual
average salary of $2,200 per employee
and to generate additional employment
opportunities outside of Panama City.

The loan is guaranteed by the Republic
of Panama.

Highway Through the Darien

Fund for Special Operations
$15 million 40-year 29 loan of Dec. 13, 1973
($11.4 million and $3.6 million in balboas)

Borrower: REPUBLIC OF PANAMA

The idea of building a highway linking
the capitals of the Latin American re-
publics was first discussed at the First
Pan American Conference in Washing-
ton in 1889 and was formally adopted at
the First Pan American Highway Con-
gress in Buenos Aires, Argentina, in
1925. By 1963 a continuous highway
from Alaska to Panama City, a distance
of 7,656 miles, was open to traffic and
the highway in most of South America
had also been built, leaving the Darien
route through eastern Panama and north-
ern Colombia as the only incomplete por-
tron.

This loan will help the Ministerio de
Obras  Piiblicas  (MOP) of Panama,
through its Pan American Highway De-
partment, to build three sections of the
193-mile highway through the Darien
region of Panama, They include Tocumen-
Caiiitas, 35 miles; Bayano-Cafazas, 44
miles, and Yapé-Palo de las Letras, 25
miles,

Completion of the highway will stimu-
late regional economic integration by per-
mitting highway traffic to flow between
South America on the one hand and
Central America, Mexico, the United
States and Canada on the other. In addi-
tion, the new roadway will enable Panama
to incorporate the entire castern section
of the country—some 7,700 square miles
representing about one-third of the coun-
try’s total area—into the national econ-
omy.

The total cost of the project is esti-
mated at $106.8 million, of which the
Bank loan will cover 14 per cent, the
Panamanian Government 7.9 per cent
and the United States Government, the
Export-Import Bank and the First Na-
tional City Bank of Chicago the remain-
ing 78.1 per cent.

PARAGUAY

TECHNICAL COOPERATION
Municipal Markets in Asuncion

Social Progress Trust Fund (Special Program
for Project Preparation)

$194,000 contingent recovery cooperation of
Jan. 4, 1973

The population of Paraguay’s capital city,
numbering more than 400,000, depends
almost entirely for its food on the six
municipal markets operated by the Junta
Municipal de Asuncion. One of these,
Pettirossi, accounts for 80 per cent of
retail sales and is the major wholesale
market in the city.

The rapid growth of the city in recent
years has placed a severe strain on space
and facilities at the market, which is now
spreading out into neighboring streets.
This technical cooperation will enable the
Junta to obtain consulting services to
complete feasibility studies for a new
market system, designed to reduce crowd-
ing at Pettirossi.

Pilot Agrarian Development Projects

Fund for Special Operations
$24,850 nonreimbursable cooperation of
Jan. 4, 1973

The Inter-American Bank, the Organiza-

tion of American States and the Govern-
ment of Israel have been collaborating
since 1966 in a joint program of rural
development in Latin America. Under the
program, pilot projects in land settlement,
irrigation, farm credit and marketing have
been or are being carried out by Israeli
experts in six Latin American countries.

This technical cooperation helped the
Ministerio de Agricultura y Ganaderia of
the Government of Paraguay to carry out
a project for the reorganization and im-
provement of the agricultural credit pro-
gram of the Crédito Agricola de Habili-
tacién, an independent organization estab-
lished for the purpose of lending tech-
nical, financial and social assistance to
rural farmers and cattle growers, unable
to meet the requirements of traditional
banks.

With this cooperation two agricultural
credit users associations of about 75 mem-
bers were created and these were able to
increase yields of basic crops by as much
as 100 per cent over the average in the
area.

Institutional Support

Social Progress Trust Fund
$163,000 nonreimbursable cooperation of
March 15, 1973

In 1961, the Inter-American Bank, in
collaboration with the Organization of
American States and the United Nations
Economic Commission for Latin America,
initiated a technical cooperation program
designed to help the Government of
Paraguay to improve its development
planning mechanism. Since then the
Bank has provided nearly $700,000 to
cnsure the effectiveness of the effort, first
through the Secretaria Técnica de Planifi-
cacion  (STP), the nation’s principal
planning entity, and since 1970 through
the Oficina Nacional de Proyectos (ONP),
an office of STP established to coordinate
the preparation and evaluation of projects.

This is the third extension of technical
cooperation by the Bank to the ONP.
The resources will provide continuing
consulting services to enable ONP to
complete a number of project feasibility
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studies of large-scale investments and to
identify a variety of smaller industrial,
agro-industrial, tourist and urban develop-
ment projects.

Training on Value Added Taxes

Social Progress Trust Fund
$42,500 nonreimbursable cooperation of
Dec. 4, 1973

In August and September 1973 an inter-
agency mission in Paraguay drew up a
plan of technical cooperation designed to
bring about an integral revision in Para-
guay’s tax system.

The mission, which was sponsored by
the Inter-American Committee on the
Alliance for Progress, included repre-
sentatives of the Inter-American Bank,
the Organization of American States, the
International Monetary Fund, the World
Bank and the U.S. Agency for Interna-
tional Development.

One of the suggestions of the mis-
sion was that the Inter-American Bank
carry out an intensive training program
in Paraguay on the value added tax and
its applicability to the nation. This co-
operation was devoted to carrying out the
recommendation. It enabled some 30
Paraguayan officials to participate in a
15-week seminar and six of these to
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WORKER CHECKS GAS TANKS which
hold fuel for turbines that provide electric
power in the Departments of Ancash and
La Libertad in Northern Peru. Loan of $9
million helped purchase the turbines.

travel to other member countries to ob-
serve practical applications of the tax
program.

PERU

LOANS
Health Services

Fund for Special Operations
$6.3 million 30-year 29, loan of Sept. 6, 1973
($5.5 million and $800,000 in soles)

Borrower: REPUBLIC OF PERU

Peru’s 1971-75 Public Health Plan calls
for an investment of $43 million in the
construction of water supply and rural
sewage systems and the conservation of
water resources, as well as the construc-
tion and equipping of health posts, in an
effort to combat the country’s high rate
of morbidity and mortality caused by in-
fectious diseases.

This loan will help the Institutos
Nacionales de Salud (IINNS), a public
agency charged with coordinating aspects

of the national health program, to pro-
mote the Sectoral Health Plan by de-
veloping the physical and technical facil-
ities of four of its five component institu-
tions and by providing training for their
professional and technical personnel.

The four are the Institute of Public
Health, the Nutrition Institute, the Zoo-
nosis and Livestock Research Institute
and the Control Center for Biological
Products and Medicines.

The loan will help IINNS to build an
integrated architectural complex on ap-
proximately 128 acres in the southern
part of the Lima metropolitan area at a
total estimated cost of $12.5 million, of
which the Bank loan will cover 50.4 per
cent and the Peruvian Government the
remaining 49.6 per cent, and to incor-
porate into it the operations of the four
component institutions.

In addition, the loan includes $427,000
in technical cooperation which will pro-
vide 55 fellowships for study, mainly
abroad, of professionals and technicians
of the four institutions and the contract-
ing of 15 consultants for in-service train-
ing of IINNS personnel.

Foot-and-Mouth Disease Campaign

Fund for Special Operations
$6 million 30-year 29 loan of Sept. 6, 1973
($3.3 million and $2.7 million in soles)

Borrower: REPUBLIC OF PERU

This loan will be used by Peru’s Ministry
of Agriculture to embark on a systematic
campaign with a minimum duration of
14 years to combat foot-and-mouth disease
in cattle. The total cost of the first phase
of the national program is estimated at
$12 million, of which the Bank loan will
cover 50 per cent and local sources the
remaining S0 per cent.

The first stage of the program calls for
the inoculation of 80 per cent of the
country’s cattle population over four
months of age with vaccines, the prompt
detection of outbreaks of the disease and
related measures; the construction and
equipping of quarantine stations in Lima,
Arequipa, Loreto, Piura and La Libertad
to control the international movement of



animals, the construction of eight inland
posts to control the movement of animals
going to the nation’s internal markets
and two additional control posts on the
southern border, and the construction and
equipping of a vaccine, research, diag-
nostic, production and testing laboratory
in a complex to be constructed in the
Lima metropolitan area by the Institutos
Nacionales de Salud (IINNS) with the
help of the previously described loan.
Up to $250,000 of the loan will be
devoted to technical cooperation costs,
including the provision of advisory serv-
ices for the organization of the previous-
ly described laboratory, for research and
training in the fields of epizootiology,
vaccine preparation and control, campaign
administration and biostatistics. In addi-

tion, fellowships will be provided for the
training abroad of six professionals.

Small- and Medium-Scale Mining

Ordinary Capital Resources
$6 million 15-year 8% loan of April 25, 1973

Borrower: BANCO MINERO DEL PERU
This Bank loan will enable the Banco
Minero del Persi (BMP), a public credit
agency responsible for the development
of the Peruvian mining sector, to expand
and develop nonferrous metal mining in-
dustries. BMP will relend the resources
of the loan to small- and medium-scale
mining enterprises to finance the installa-
tion of new mining operations or the
expansion and improvement of existing
ones.

BMP has compiled a tentative list of

s
'
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57 projects, 31 for new projects and the
remainder to expand existing facilities.
More than 80 per cent of these are for
the mining of copper deposits and lead-
zinc mines, approximately 10 per cent for
the mining of ores containing gold and
silver and other precious metals and the
remainder for the mining of antimony,
tungsten and other rare minerals.

The total cost of the program is esti-
mated at $18.1 million, of which the
Bank loan will cover 33.2 per cent, BMP
51.8 per cent and beneficiaries the re-
maining 15 per cent.

Execution of the program will help in-
crease the gross value of mining produc-
tion in Peru by an estimated $49 million
per year and will create jobs for an esti-
mated 8,000 persons averaging an income
of $1,000 a year. Since virtually all of
the increased production will be exported,
the program is expected to produce a
yearly net gain in the balance of pay-
ments of Peru of approximately $44
million.

The loan is guaranteed by the Re-
public of Peru.

EXPORT FINANCING

During 1973 Peru received a special line
of credit for $980,000 to finance exports
of capital goods. This activity is described
further on under the general heading of
“Export Financing.”

TECHNICAL COOPERATION
Farm Extension Seminar

Fund for Special Operations
$31,130 nonreimbursable cooperation of
March 20, 1973

This technical cooperation enabled Peru’s
Ministry of Agriculture to carry out an
eight-week seminar for 22 agronomists or
technical information specialists from all
12 of the country’s agricultural zones.
The seminar was designed to train them

STRONG ARMS TURN heavy timber piece
for sawing into lumber at this sawmill at
a farm colonization project financed by the
Bank in Paraguay. Final product js sent to
export markets.
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in communication techniques, with special
emphasis on planning, carrying out and
evaluating agricultural education cam-
paigns, and to contribute to the develop-
ment of methodology for the extension
of farm technology and modern practices
to rural areas.

University Development

Fund for Special Operations
$49,500 contingent repayment cooperation of
Dec. 28, 1973

In 1973 the Bank approved a technical
cooperation allocation to continue helping
the Consejo Nacional de la Universidad
Peruana (CONUP) to formulate a global
plan for development of the country’s
university system.

This new cooperation, which comple-
ments one approved for the same pur-
pose in 1970, will help finance the con-
tracting of consultants to cvaluate the
information gathered to date, to complete
the development plan, and to identify
investment projects and possible sources
of financing. Recent legislation embracing
the entire educational sector enhances the
possibilities of achieving the goals estab-
lished by CONUP.

TRINIDAD AND TOBAGO

LOAN
Highway Construction

Fund for Special Operations

$2.4 million 35-year 29% loan of Dec. 13, 1973

($1.2 million and $1.2 million in Trinidad and
Tobago dollars)

Borrower: TRINIDAD AND TOBAGO

The islands of Trinidad and Tobago are
served by a road network of approxi-
mately 2,630 miles of which 50 per cent
are national roads. A substantial number
of these traverse mountainous or rolling
terrain and need to be improved.

This loan will enable the Ministry of
Tobago Affairs (MTA) to build one
such road—a two-lane, 7.1-mile, asphalt
section from the Milford Road, 51/ miles
west of the town of Scarborough, the
capital of Tobago, to the Windward
Road, 11/ miles east of the city. The new
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road will replace a winding, narrow and
poorly maintained section which serves
the most-traveled part of the island. Ap-
proximately 18,000 persons, or 44 per
cent of the island’s population, live in
the project area.

The road, which will bypass the more
congested areas of Scarborough, will per-
mit rapid travel between the more de-
veloped areas of the island and will free
approximately 109 acres of desirable
coastal lands, now crossed by the present
road, for future development.

The total cost of the project is esti-
mated at $4 million, of which the Bank
loan will cover 60 per cent and the Gov-
ernment of Trinidad and Tobago the re-
maining 40 per cent.

URUGUAY

LOANS
Citrus Fruit Production

Ordinary Capital Resources
$700,000 20-year 8% loan of Oct. 25, 1973
($567,000 and $133,000 in Uruguayan pesos)

Fund for Special Operations
$2.4 million 35-year 29 loan of Oct. 25, 1973
($1,761,000 and $639,000 in Uruguayan pesos)

Borrower: REPUBLIC OF URUGUAY

Most of Uruguay’s foreign exchange
traditionally derives from exports of wool
and meat products. To diversify exports
and increase foreign exchange earnings,
the Government of Uruguay has initiated
a program to expand and improve citrus
fruit production along the eastern bank
of the Uruguay River, in the Departments
of Salto and Paysandd.

This loan will be used by the Comisidn
Honoraria Nacional del Plan Citricola
(CHNPC), the nation’s citrus agency, to
carry out two subprojects, one designed
to develop, rchabilitate and maintain
13,338 acres of existing plantations and
to expand an additional 2,594 acres of
fruit groves and the other to strengthen
CHNPC, the experimental citrus fruit
center in Salto and the National Institute
of Colonization.

The execution of the project, which

will directly benefit an estimated 320 pro-
ducers, will enable Uruguay to increase
its present production of oranges, man-
darins, lemons and other citrus fruits
from the present estimated 80,000 to
130,000 tons per year by 1985 and in-
crease the value of its citrus exports by
$5 million yearly.

The Bank loan also includes $151,000
for technical cooperation which will be
used by the CHNPC to contract con-
sultants who will help execute the project,
train local personnel and establish export
marketing techniques for citrus fruits.

The total cost of the project is esti-
mated at $5,160,000, of which the Bank
loan will cover 60.1 per cent and local
sources the remaining 39.9 per cent.

TECHNICAL COOPERATION
Deep-Water Port Studies

Fund for Special Operations
$49,000 nonreimbursable cooperation of
April 30, 1973

This cooperation will enable the Oficina
de Planeamiento y Presupuesto (OPP),
Uruguay’s planning agency, to obtain the
consulting services required to carry out a
technical and economic prefeasibility
study for the construction of a deep-water
port on the Atlantic coast of Uruguay.

The study will include an estimate of
the economic benefits the port would
bring to Uruguay and to the other River
Plate Basin countries, an analysis of pos-
sible sites for the port and an estimate
of the cost of construction and operation.

VENEZUELA

LOANS
Foot-and-Mouth Disease Campaign

Fund for Special Operations
$10.6 million 20-year 3% loan of Sept. 27, 1973
($6.5 million and $4.1 million in bolivars)

Borrower: REPUBLIC OF VENEZUELA

This loan will help Venezuela's Ministerio
de Agricultura y Cria (MAC) to execute
—within a four-year period—the first
stage of a program designed to eradicate
foot-and-mouth disease in 16 years and



brucellosis in 15 years.

MAC will use the loan to carry out a
broadly-based, systematic and compulsory
program to vaccinate cattle more than
four months old against the disease. Ap-
proximately 80 per cent of the nation’s
cattle population will be vaccinated dur-
ing the four-year period. In the brucello-
sis campaign 80 per cent of all young
cows between three and eight months
of age will be subject to compulsory
vaccination.

The project also calls for the con-
struction of a facility to produce deac-
tivated foot-and-mouth disease vaccine
and a central diagnosis laboratory, both
in Maracay, and 10 regional diagnosis
laboratories and the purchase of 25 mo-
bile units for the control of animals in
transit.

In addition, services for research, diag-
nosis, treatment and control of the disease
will be improved; technical personnel to
carry out the project will be trained;
transportation and communication equip-
ment will be acquired, and public health
veterinary extension and education pro-
grams will be developed. Up to $471,000
of the loan will be used for technical co-
operation connected with the execution of
the program.

The total cost of the project is esti-
mated at $29.8 million, of which the
Bank loan will cover 35.5 per cent and
MAC the remaining 64.5 per cent.

Los Andes University Expansion

Fund for Special Operations
$15.1 million 25-year 3% loan of April 19, 1973
($14.7 million and $400,000 in bolivars)

Borrower: REPUBLIC OF VENEZUELA

The Universidad de los Andes (ULA),
a state university located in Mérida, is the
main institution of higher education in
the Andean region of Venezuela. The
student body, which is drawn largely

LIGHT REFLECTIONS CAST pattern over
chemistry students working on experiment
at this laboratory of the Universidad Caté6-
lica Andrés Bello in Caracas to which the
Bank has extended a loan.
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from low- and middle-income groups, in-
creased from 5,837 to 11,356 students in
the 1968-72 period.

This loan will help expand and mod-
ernize the university so that it can better
offer the total curriculum required by
modern-day scientific and technological
personnel. The program will be carried
out at a total estimated cost of $29 mil-
lion, of which the Bank loan will cover
52.1 per cent and the Government of
Venezuela 47.9 per cent.

The loan will help strengthen the uni-
versity’s Planning Bureau, promote de-
partmentalization, broaden scientific and
technological research, expand the grad-
uate study program and create regional
education centers in other major cities of
the Andean area of Venezuela. In addi-
tion, it will enable some 80 professors to
obtain advanced degrees abroad.

The program provides for the first-
stage construction of the Science and
Technology Nucleus of the university at
La Hechicera, as well as for the pur-
chase of laboratory and library material.

The Bank loan contains $1,944,000 in
technical cooperation which will finance
the contracting of consulting services and
the training of professors, technicians and
administrators.

Simén Bolivar University Expansion

Fund for Special Operations
$17.4 million 25-year 39 loan of April 19, 1973
($13.4 million and $4 million in bolivars)

Borrower: REPUBLIC OF VENEZUELA

In 1969, the Government of Venezuela
established the Universidad Simén Bolivar
(USB) in Caracas as an experimental
university to train young Venezuelans in
tasks related to national economic de-
velopment. Subsequently, USB drew up
a ten-year plan to create a modern uni-
versity in the Caracas area dedicated to
the training of advanced professionals in
science and technology.

This loan will help finance the 1973-
76 portion of the program which will
be carried out at an estimated cost of
$38.5 million, of which the Bank loan
will cover 45.2 per cent and the Govern-
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ment the remaining 54.8 per cent.

The program will permit the university
to increase enrollment from 1,800 to
8,000 students by 1976, to expand the
teaching staff 150 per cent to 329 full-
time professors, to train some 40 pro-
fessors in advanced subjects abroad and
to hire consultants and visiting professors.
up-to-date financial-
administration system will be introduced.

In addition, an

To achieve these goals the University
will construct 16 buildings for class-
rooms, laboratories and workshops; will
provide the necessary service facilities,
and will purchase laboratory and library
materials.

Up to $1.2 million of the loan will be
devoted to technical cooperation aspects
of the program, including $538,300 for
faculty training, $307,700 for academic
and administrative consulting services,
$234,000 for visiting professors and
$120,000 for financial-administration con-
sulting services.

DRILL OPERATOR PUNCHES forms for
railroad equipment being built in Mexico
for export to Colombia. Bank helped fi-
nance shipments with a credit to Mexico
under its export financing program.

REGIONAL

LOANS
Grain Storage Facilities

Fund for Special Operations

$6.8 million 20-year loan of Nov. 21, 1973
($4.7 million and $2.1 million in quetzals)
Interest: 19 for 10 years, 29% subsequently

Borrower: CENTRAL AMERICAN BANK FOR
ECONOMIC INTEGRATION

The per capita consumption of basic
grains—corn, beans, rice and sorghum—
in the five Central American republics
is one of the highest in the world and
of an estimated 970,000 farms in the
five countries—Costa Rica, El Salvador,
Guatemala, Honduras and Nicaragua
912,000 are family-sized units which are
devoted primarily to the cultivation of

basic grains.

A lack of storage capacity has been
a serious obstacle to the orderly market-
ing of grains throughout the region. Of

the five republics, Guatemala, which is
the largest producer of basic grains, has
the smallest per capita grain storage ca-
pacity. Guatemala’s estimated 1973 pro-
duction was 784,000 metric tons, roughly
40 per cent of the regional total, but
storage capacity was only 18,100 metric




tons, less than 7 per cent of the total.

This loan, which was extended to the
Central American Bank for Economic
Integration (CABEI), will enable the
Instituto Nacional de Comercializacion
Agricola (INDECA), a Guatemalan Gov-
ernment agency, to build the facilities
needed to increase national grain storage
capacity by 36,700 metric tons and to
construct and equip purchasing centers
throughout the country with a combined
installed capacity of 13,750 metric tons.
The project forms part of a regional Cen-
tral American grain storage program.

The total cost of the program is esti-
mated at $15.9 million, of which the
Bank loan will cover 43 per cent, local
sources 30.5 per cent and CABEI 26.5
per cent.

EXPORT FINANCING

In September 1963 the Inter-American
Bank adopted a program to help finance
exports of capital goods among its Latin
American member countries as a means
of stimulating the growth of the capital
goods industries in Latin America and
fostering its economic integration by
helping to increase regional trade. The
program was initiated with $30 million
earmarked for the purpose from the
ordinary capital resources. Through sub-
sequent increments the earmarked sum
has been raised to $60 million.

Under the program, the Bank extends
revolving lines of credit, as well as spe-
cial non-revolving credits, to specially
designated national agencies which dis-
count at the Bank credit instruments they
issue at medium terms (generally 180
days to five years). Up to 85 per cent
of the credits granted by the national
agency may be refinanced with the Inter-
American Bank.

Goods eligible for financing under the
program must originate in the exporting
country. They are considered to have
so originated when they are manufac-
tured with raw materials or parts pro-
duced in the respective country or in
any other Latin American member coun-

SUNLIGHT AND AIR bathe this municipal
market in San Salvador which was built
with the help of a Bank loan that is mod-
ernizing the city’s retail and wholesale
market section.

try or when manufactured with imported
from outside the Latin
American membership, provided that the
final manufacturing process is under-
taken in the country and that the im-
ported component is less than 50 per cent
of the FOB invoice value.

Through 1973 the program had bene-
fited the capital goods export systems
of Argentina, Bolivia, Brazil, Mexico,
Peru and Venezuela, with Brazil, Mexico
and Argentina being the chief exporters.
Virtually all of the Bank’s Latin Ameri-
can member countries have been im-

components

porters under the program, the chief
among them being Argentina, Colombia
and Chile.

Due to the revolving nature of the
lines of credit, the Bank’'s total dis-
bursements under the program as of Dec.
31, 1973, amounted to $86 million. That
amount helped finance exports with a
total invoice value of $134 million.

Some of the leading exports financed
under the program have been machinery
and equipment for the petrochemical and
the pulp and paper industries; construc-
tion machinery and equipment; telephone
exchanges and instruments; steel pipe and
plates; goods and services for the con-
struction of a pier, sugar mills and oil
pipelines; automotive vehicles and parts;

railway equipment, and machine tools.

During 1973, the following activity in
the program took place.

Argentina—A revolving lne of credit
originally extended to the Banco Central
de la Repiiblica Argentina in 1964 was
augmented  through  repayments by
$953,600 during 1973.

Bolivia—A revolving credit extended
in 1972 to the Banco del Estado, to pro-
vide financing for the export of red
quebracho railroad ties to Argentina, was

augmented through repayments by
$28,400.
Brazil—A revolving line of credit

opened in favor of the Banco do Brasil
in 1964, was increased through repay-
ments by a further $6,759,000 in 1973.

Mexico—A consolidated revolving line
of credit originally initiated with Na-
cional Financiera, S.A., in 1964 was aug-
mented through repayments in 1973 by
a total of $1,466,500.

Peru—A special credit amounting to
$980,000 was extended to the Banco
Industrial del Persi during 1973 to finance
the export to Chile of deck equipment
for fishing vessels.

TECHNICAL COOPERATION
Legume Cultivation Seminar

Social Progress Trust Fund
$23,000 nonreimbursable cooperation of
Feb. 21, 1973

The Centro Internacional de Agricultura
Tropical (CIAT), an international agri-
cultural center located in Colombia, con-
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ducts research designed to increase quality
and yields of basic foodstuffs and animal
products in low tropical regions and pro-
vides training in tropical farming.

Within the latter framework, this co-
operation helped finance a seminar for
approximately 50 participants from 16
member countries of the Bank regarding
the possibilities of improving production,
marketing and utilization of beans and
other legumes. These products constitute
one of the main sources of protein for
low-income families.

Training in Public Administration

Sacial Progress Trust Fund
$48,000 nonreimbursable cooperation of
April 30, 1973

Since its establishment the Bank has
placed heavy emphasis on programs to
provide training in public administra-
tion to enhance the ability of its member
countries to carry out economic and social
development programs. In 1963, with
the support of the Government of Brazil
and the Bank, the Getulio Vargas Foun-
dation of Rio de Janeiro established the
Inter-American School of Public Admin-
istration (EIAP), which in the past
decade has trained more than 800 students
from other Latin American nations, in
addition to those attending from Brazil,
with the assistance of Bank technical
cooperation.

This additional cooperation in 1973
financed 25 scholarships for non-Brazilian
participants from public service careers
in the less developed countries. Of these
scholarships, 10 were for a eourse in '

development administration and 15 for
a course in project administration.

Loan Administration Courses

Fund for Special Operations
$48,390 nonreimbursable cooperation of
July 5, 1973

During 1972 and 1973 the Bank offered

WELCOME BREAK FROM CLASS is en-
joyed by these students at Central Amer-
ican University of José Simedn Carias in
San Salvador. A Bank loan helped build
this modern classroom building.
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nine courses on Bank policies and loan
administration procedures designed to
train Latin American personnel in the
effective administration of its loans. The
held in Latin

America, were attended by nationals of

courses, which were
11 member countries.

This new technical cooperation was
allocated to an additional six intensive
courses scheduled for 1973-74 in differ-
ent member countries of the Bank.

Course on Agro-Industrial Projects

Social Progress Trust Fund
$62,500 nonreimbursable cooperation of
Dec. 6, 1973

Both the World Bank through its Eco-
nomic Development Institute and the
Inter-American Bank through its Train-
ing Division carry out a number of
courses designed to improve the develop-
ment expertise of officials of their mem-
ber countries.

Courses connected with the prepara-
tion and evaluation of development proj-
ects have merited particular attention
from both Banks, which for some time
have been considering methods of co-
ordinating their training activities.

This technical cooperation will help
finance the first of these joint efforts. It
will cover half the cost, with the World
Bank financing the other half, of a nine-
week course on agro-industrial projects to
be carried out for some 25 Latin Ameri-
can ofhcials during mid-1974.

The first seven weeks would take place
at the headquarters of the two Banks in
Washington; the final two would involve
field work in a Latin American member
country. The course will focus on an
integrated analysis of the critical aspects
of agro-industrial projects, particularly
supply of raw materials, their processing
and the marketing of the final product.

Technical Cooperation Missions

Fund for Special Operations
$60,000 nonreimbursable cooperation of
March 15, 1973

In late 1972 and early 1973 the Bank
sent short-term missions to six member
countries at their request to advise them

on matters related to the process of eco-
nomic planning, the formulation of in-
vestment strategies, the preparation of
loan requests and the analysis of technical
cooperation requirements,

This additional technical cooperation
was allocated to the execution of short-
term missions in the Bank's member
countries during 1973. Such missions are
designed to provide advice on matters
related to economic planning and the
formulation of investment strategies; to
help draft loan requests or strengthen
borrowing institutions; to survey technical
cooperation nceds, and to provide co-
operation in emergency situations such as
the Nicaraguan earthquake.

Agricultural Studies

Fund for Special Operations
$25,000 nonreimbursable cooperation of
Nov. 8, 1973

Social Progress Trust Fund
$145,100 nonreimbursable cooperation of
Nov. 8, 1973

Since 1965 the Inter-American Bank has
had an Agreement on Coordination of
Activities with the United Nations Food
and Agriculture Organization (FAO).
Under the Agreement the Bank has
utilized the expertise of FAO in identify-
ing, preparing and evaluating projects in
the agricultural,
fields.

This new cooperation, totaling
$170,100, will be devoted to additional
projects to be carried out with the assist-
ance of FAO. They include the prepara-
tion of a project for the agro-forestry

forestry and fisheries

development of the forest-rich Olancho
region of Honduras; for the identification
of fishery projects in El Salvador, Guate-
mala, Honduras and Nicaragua and for
short-term missions designed to select
projects and studies to be carried out in
the future.

Study of LAFTA Bankers’ Acceptances

Fund for Special Operations
$50,000 nonreimbursable cooperation of
Dec. 6, 1973

The subject of the establishment of a
market for Latin American bankers’ ac-
ceptances has been discussed by the Coun-

STUDENT RECORDS RESULTS of slide
observation at Universidad Nacional de
Colombia. Laboratory equipment, such as
this microscope, was purchased by the
University with Bank financing.

cil on Financial and Monetary Policy of
the Latin American Free Trade Associa-
tion (LAFTA) since 1969. At the Tenth
Meeting of the Council held in Rio de
Janeiro in September 1973, 11 central
banks signed an Agreement of Uniform
Guarantees of Availability and Trans-
ferability for the LAFTA-Latin American
Bankers' Acceptances.

This action was considered necessary
for the marketing of acceptances in the
world’s financial markets. To facilitate
such marketing, however, a legal study
covering questions involved in the sale of
the instruments in external markets, par-
ticularly the New York one, was deemed
necessary by LAFTA.

In response to a LAFTA request, the
Bank is providing this cooperation to
carry out the study which, among other
matters, will analyze the various factors
affecting payment of these acceptances
and determine whether they can be pur-
chased and sold in the United States
under the same rules applicable to the
sale of domestic acceptances.
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Betterment Tax Study

Fund for Special Operations
$75,000 nonreimbursable cooperation of
Dec. 20, 1973

The Centro Interamericano de Adminis-
tradores Tributarios (CIAT) is a 23-
nation inter-American center based in
Panama which seeks to foster the im-
provement of tax administration in the
Western Hemisphere.

As a result of a decision taken at its
Fourth Technical Seminar on Land Tax
Administration, CIAT requested the Bank
to provide this technical cooperation for
a study of methods of financing public
works through tax recoveries stemming
from increments produced in the value of
property when such works are carried out.

During the study, experiences of coun-
tries which have betterment tax laws
would be considered, the framework for
the preparation of model laws would be
laid and the role of betterment taxes in
fiscal policy would be analyzed.

Institute for Latin American Integration

Fund for Special Operations
$300,000 nonreimbursable cooperation of
Oct. 25, 1973

Social Progress Trust Fund
$210,000 nonreimbursable cooperation of
Oct. 25, 1973

As part of its support for Latin America’s
economic integration, the Inter-American
Bank in 1964 established the Institute for
Latin American Integration (INTAL) in
Buenos Aires.

The Institute’s activities are financed
by three major sources: the Bank (through
technical cooperation provided from its
Fund for Special Operations and the
Social Progress Trust Fund which it ad-
ministers for the United States), the
Argentine Government and contributions
from the Bank’s other member countries.
This allocation represents the Bank’s con-
tribution to the Institute’s operations for
1973. A review of INTAL’s 1973 activ-
ities is contained in an appendix at the
end of this Report. In addition, Canada
became a contributor to INTAL’s opera-
tions in 1973.
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REPORT OF INDEPENDENT ACCOUNTANTS

Board of Governors
Inter-American Development Bank

We have examined the financial statements appearing on pages 72 through 83
of this report of the Inter-American Development Bank—Ordinary Capital as of
December 31, 1973 and 1972 and for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards and accord-
ingly included such tests of the accounting records and such other auditing pro-
cedures as we considered necessary in the circumstances.

The method of accounting for the income and expenses relating to the special
supervision and inspection of loans was changed in 1973, as described in
Note H to the financial statements.

In our opinion, the financial statements examined by us present fairly, in
terms of United States currency, the financial position of Inter-American De-
velopment Bank—Ordinary Capital at December 31, 1973 and 1972, the results
of its operations and changes in financial position for the years then ended, in
conformity with generally accepted accounting principles. These principles have
been consistently applied during the periods except for the change, with which
we concur, referred to in the preceding paragraph.

PRICE WATERHOUSE & CO.

Washington, D.C.
February 7, 1974
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ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

BALANCE SHEET
DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

ASSETS 1973 1972
Cash
Unrestricted
Member currencies....... $ 84,118 60,391
Non-member currencies 4,982 956
Restricted (Note C)
Member currencies. 20,002 $ 109,102 16, 306 § 77,653
Investments (Note A)
Obligations issued or guaranteed by governments, at cost or amortized cost (face amount
$58,874; 1972—$18,106). 58,860 18,009
Time deposits
United States and Canadian dollars 538, 625 461,226
Non-member currencies 156, 830 754,315 271,046 750,281
Loans outstanding held by Bank (Note D) (Appendix I-1)
Total loans approved by Bank since inception, less cancellations..................... 2,651,667 2,161,829
Less undisbursed balance of approved loans held by Bank_... (1,106, 837) ( 872,019)
Less principal collected by Bank and loans sold or agreed to be sold....._....._.._.._._.. ( 491,299) 1,053,531 ( 407,781) 882,029
Accrued interest and other charges
investments 28,411 17,741
Loans 21,213 49,624 17,897 35,638
Due from members in member currencies (Note I)
Capital subscriptions (Appendix I-3). 16,085 29,402
Non-negotiable, non-interest-bearing demand obligations (Appendix 1-3) .. 281,245 214,840
Amounts required to maintain value of currency holdings (Note B). ... . 102,398 399,728 12,465 256,707
Other Assets
Land, building and improvements, at cost less accumulated depreciation $1,411; 1972—
$1,261 (Note A) 10,424 8,866
Unamortized funded debt issue costs (Note A) 11,685 11,514
Advance paid-in capital quotas — 4,720
Miscellaneous (Note E)._..... 15,607 37,716 10,167 35,267
Special Reserve assets (Notes B and F) 58,477 43,320
Total assets........ $ 2,462,493 $ 2,080,895
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BALANCE SHEET
DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

LIABILITIES, SPECIAL RESERVE AND CAPITAL

Liabilities
Funded debt, less unamortized debt discount (Notes A and G) (Appendix I-2)..._._..
Other liabilities and credits

Accrued interest on borrowings......
Accounts payable and accrued expenses...
Mortgage payable._...
Deferred credits (Note E)......___.
Fund for Special Supervision and Inspection of Loans (Note H)
Advance paid-in capital quotas

Special Reserve (Note F)

Capital
Capital Stock (Note I) (Appendix 1-3)
Authorized 515,000 shares of $10,000 par value in terms of 1959 U.S. dollars
Subscribed 473,360.8 shares; 1972—402,779.9.....
Less callable portion

General Reserve (Note K)

Commitments (Note L)
Total liabilities, Special Reserve and Capital

$ 2,462,493

1973 1972
$ 1,253,280 $ 1,130,812
$ 22,16 18,487
6,005 1,750
3,306 3,491
5,010 ot
- 3,914
.- 36,485 4,720 32,362
58,477 43,320
5,710,356 4,373,022
(4,778,796) (3,640,923)
931,560 732,099
182,691 1,114,251 142,302 874,401

$ 2,080,895
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ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

STATEMENT OF INCOME AND GENERAL RESERVE
YEARS ENDED DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

1973
Income
From loans
Interest $ 59,895
Commitment fees........ 9,668
Commissions......... 9,785
Supervision and inspection fees (Note H) ... 2,446 $ 81,794
From investments.... . 57,953
From other sources (net), principally gain on purchases of funded debt (Note A)._......_.. 2,385
Gross income.... 142,132
Less—Commissions allocated to Special Reserve (Note F).. ( 9,785)
Gross income less allocation to reserve 132,347
Expenses
Funded debt expenses.. 81,991
Administrative expenses (Note A)
Salaries 8,428
Other compensation and benefits (Note J) 2,829
Office occupancy (Note L) 1,582
Other. 3,719
16,558
Less—amounts charged to Social Progress Trust Fund for indirect and overhead ex-
penses by Bank as Administrator.._.__.... ( 143)
Total administrative expenses........ 16,415
Total expenses 98,406
Income before the cumulative effect of change in accounting method......_______ . 33,941
Cumulative effect on prior years of changing the method of accounting for supervision
and inspection of loans (Note H).. 3,914
Net income 37,855
General Reserve beginning of year__... 142,302
Special credit arising from maintaining value of currency holdings (Note B).....___. 2,534
General Reserve end of year
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§ 182,691

1972

$ 46,470
8,885
7,973

— $ 63,328

41,260

2,404

106,992

( 7,973)

99,019

67,911
6,463
2,23
902
2,612
12,220
( 173)

12,047

79,958

19,061

19,061

122,105

1,13

§ 142,302



ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

STATEMENT OF CHANGES IN FINANCIAL POSITION
YEARS ENDED DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

Source of funds

Provided from operations
Netincome. .

Add—expenses not requiring the outlay ofcash .. .
Deduct—income not providing cash funds, principally in 1973 increase in accrued interest

Cash funds provided from operations
Special addition to General Reserve
Loan principal collections.. ...
Sales of loans to participants
BT OWIIDE e oo st it et s S SRR o S e
Increase in funded debt resulting from currency revaluations
Subscnptlons to’ pa|d -in"" capital .

Increase in “paid-in"" capital resultmg from mamtenance of value adJustments

Total source of funds.... I ——

Application of funds
Loan disbursements__._____
Payment of loan principal collections to participants.__.__
Increase in loans outstanding resulting from currency revaluations
Retirement of funded debt. . .
Subscriptions to “paid-in" capital and maintenance of value adjustments billed to members,

net of cash collections

Increase in cash funds, including an increase of $40,332 in 1973 resulting from currency
revaluations..._________.____.

Analysis of increase in cash funds

1973

$ 37,855
9, 498
( 17,900)

29, 453
2,534
88, 690
3,539
130, 432
73,046
97,914
101, 547
631

527, 786

224,241
4,833
34, 657
81,195

143, 021
4, 356

492, 303

1972

$ 19,061
5,612
(5,308

19,365
1,136
80,420
2,672
176,105

202,178
57,795
1,134
540,805

185,813
6,565
55,293
201,116

3,128
51,915

$ 88,890

$( 4,344)
93,234
$ 88,890

75




ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1973 AND 1972

NOTE A—SUMMARY OF ACCOUNTING POLICIES

Basis of Accounting

The Bank (Ordinary Capital) maintains its accounting records
on the accrual basis of accounting. Furniture and equipment
purchases are charged directly to expense.

Translation of Currencies

The accounting records are maintained in current value United
States dollars. Member currencies other than United States
dollars are recorded on the basis of the rates at which the
amounts were received or loaned by the Bank.

During 1972 non-member currencies were recorded at par
value or central rates of exchange as applicable, which rates
closely approximated market rates of exchange. However, dur-
ing 1973 market rates of exchange fluctuated significantly
from corresponding par values and central rates and, accord-
ingly, market rates of exchange were used to record non-
member currencies beginning January 1, 1973. No representa-
tion is made that any currency held by the Bank is convertible
into any other currency at any rate or rates.

Exchange gains or losses are recorded under income from
other sources when incurred. During 1973 the revaluations
of non-member currencies resulted in an exchange loss of
approximately $929,000. During 1972 there were no signifi-
cant exchange gains or losses.

Investments

Investments in obligations issued or guaranteed by govern-
ments are stated at cost adjusted for the amortization of pre-
mium or discount.

Land, Building and Improvements

Land, building and improvements are stated at cost. Major
improvements are capitalized while routine replacements,
maintenance and repairs are charged to expense. Depreciation
is computed on the straightline method over estimated useful
lives of 47 years for the building and 10 to 12 years for the
improvements.

Debt Issue Costs and Discount
Costs and discount relating to the issuance of the funded
debt are being amortized over the life of the issues under
the bonds outstanding method.

Administrative Expenses
Substantially all administrative expenses of the Bank are allo-
cated between the Ordinary Capital and the Fund for Special
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Operations pursuant to an allocation method approved by the
Board of Executive Directors. During 1973 such expenses
were charged 429 to the Ordinary Capital and 589 to the
Fund for Special Operations (1972—40% and 60% respec-
tively).

Staff Retirement Plan

The Bank, as provided for by the Staff Retirement Plan, ab-
sorbs all operating expenses of the Plan and contributes that
part of the actuarial cost not provided by the contributions of
employees. Accrued costs under the Plan are charged to ad-
ministrative expense when incurred.

NOTE B—MAINTENANCE OF VALUE

In accordance with the Agrecement Establishing the Bank
(Agreement), each member is required to maintain the value
of its currency held by the Bank, except for currency derived
from borrowings by the Bank. Likewise, the Bank (Ordinary
Capital) is required to return to a member an amount of .its
currency equal to any significant increase in value of such
member’s currency which is held by the Bank, except for
currency derived from borrowings by the Bank. The standard
of value for these purposes is the United States dollar of
the weight and fineness in effect on January 1, 1959. The
Agreement also provides that these maintenance of value
provisions may be waived by the Bank when a uniform pro-
portionate change in the par value of the currencies of all
the Bank’s members is made by the International Monetary
Fund.

On October 18, 1973 and May 8, 1972, the United States
dollar was officially devalued by approximately 11.119% and
8.57%, respectively. As a result of these actions and similar
actions by other member countries, the Bank requested
the member countries to pay $104,081,000 in 1973 and
$58,931,000 in 1972 to maintain the value of their respective
currencies held by the Bank, excepting currencies held which
were derived from borrowings. The portions of these amounts
required to adjust the “paid-in” capital by the same percent-
ages ($101,547,000 in 1973 and $57,795,000 in 1972) were
credited to individual members on a proportional basis in
order to reflect the value of the “paid-in” capital in terms
of current United States dollars. The differences of $2,534,000
in 1973 and $1,136,000 in 1972 were credited to the Gen-
eral Reserve.

In addition, $5,372,000 in 1973 and $2,824,000 in 1972
were charged to members to maintain the value of Special



ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1973 AND 1972
(continued)

Reserve currency holdings.

Payments by member countries on account of maintenance
of value adjustments may be made in the form of cash or
non-negotiable, non-interest-bearing demand  obligations.
Amounts still due from members are shown in the accompany-
ing balance sheet as “amounts required to maintain value of
currency holdings”.

NOTE C—RESTRICTED CURRENCIES

In accordance with the provisions of the Agreement, the use of
these currencies by the Bank or any recipient from the Bank
has been restricted by members to making payments for goods
and services produced in their territories.

NOTE D—LOANS OUTSTANDING HELD BY BANK

The Bank makes loans to its members, agencies or political
subdivisions of its members or to private enterprises located
in the territories of its members. For loans to borrowers other
than members and central banks, the Bank in most instances
has received cither the member’s guarantee or other security
deemed appropriate by the Bank.

Under the loan contracts with the borrowers, the Bank may
sell participations in the loans to commercial banks or other
public or private organizations, but it reserves to itself the
administration of the loans.

Loans approved by the Bank are disbursed to borrowers in
accordance with the requirements of the project being financed
under the loans; however, disbursements do not begin until
the borrower and guarantor, if any, take certain actions and
furnish certain documents to the Bank. Of the undisbursed
balances, the Bank has entered into irrevocable commitments
to disburse approximately $47,300,000 at December 31, 1973
and $28,500,000 at December 31, 1972.

NOTE E—MISCELLANEOUS ASSETS AND

DEFERRED CREDITS

One of the Bank’s borrowers, a private enterprise in Brazil,
defaulted on the interest and principal payments due in June
1966 on two loans. After extensive legal proceedings, the
Bank executed an agreement with the borrower in November
1972, which provides for transfer of the assets of the bor-
rower to the Bank and the subsequent sale of such part of
the assets necessary to liquidate the indebtedness including
unpaid principal, accrued interest and expenses incurred by
the Bank. Any assets remaining after satisfaction of the in-

debtedness would be returned to the borrower.

In August 1973 the Bank sold a portion of the property
for the equivalent of $17,016,000 of which $2,400,000
has been collected. The remaining balance plus interest is
collectible in quarterly installments through 1977.

At December 31, 1973 the amount of $13,210,000 repre-
senting the unpaid principal of the loans, plus accrued in-
terest and reimbursable expenses as of that date is shown
under Miscellaneous Assets. The amount of $5,010,000 repre-
senting interest accrued since November 1966 and reimburs-
able expenses incurred in prior years is shown as Deferred
Credits. The Bank expects to fully recover the total indebted-
ness, and plans to record these deferred credits in income when
future collections are received from the sale of the properties.

NOTE F—SPECIAL RESERVE

Under a provision of the Agreement, the amount of commis-
sions earned by the Bank on loans made out of the Ordinary
Capital resources is required to be segregated as a special
reserve for meeting the Bank’s obligations created by borrow-
ing or by guaranteeing loans. On all loans granted to date
the rate of commission is 1% per annum.

The Special Reserve asscts consist of the following:

December 31

1973 1972
(in thousands)
Cash..... ... . ... . . $ 389 $ 51
Investments in United States Govern-
ment obligations, at cost or amor-
tized cost (face amount $47,808;
1972—$37,858) . e oo 46,896 37,829
Accrued loan commissions. ... ....... 3,002 2,616
Non-negotiable, non-interest-bearing de-
mand obligations  sucecsmemsnssos 2,824 2,824
Amounts required to maintain value of
currency holdings (Note B) ........ 5,366 —
$58,477 $43,320

NOTE G--FUNDED DEBT

Funded debt of the Bank consists of borrowings in United
States dollars, including short-term borrowings principally
from central banks of Latin American members, and in non-
member currencies, at interest rates ranging from 4% to

878%-
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ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1973 AND 1972
(continued)

Sinking fund requirements and funded debt maturities sub-
sequent to December 31, 1973 are approximately equivalent
to the following:

Amount

b (in thousands)
1974 $ 54,471
1975 105,239
1976 71,655
1977 72,378
1978 84,809
1979/83 429,556
1984/88 291,789
1989/93 118,774
1994/95 31,000
$1,259,671

The Bank has entered into agreements with the Export-
Import Bank of Japan and with Banco de Espafia which pro-
vide that the Bank may borrow up to an additional $5,714,000
in Japanese yen and $5,751,000 in Spanish pesetas, not in-
cluded above.

The weighted average face value interest rates on the out-
standing principal of the Bank’s funded debt for 1973 and
1972 approximate 6.49% and 6.369% respectively. The
weighted average effective interest rates on the outstanding
principal of the funded debt, after deducting discount, approxi-
mate 6.599% for 1973 and 6.459% for 1972. The amortization
of discount amounted to $844,000 in 1973 and $709,000 in
1972.

NOTE H—SUPERVISION AND INSPECTION OF LOANS

In accordance with the provisions of the loan contracts, bor-
rowers are charged a special fee to cover the costs of super-
vision and inspection services performed in connection with
projects financed under the loans. In 1972 and prior years
the income and expenses associated with supervision and in-
spection of loans were recorded in a special fund called “Fund
for Special Supervision and Inspection of Loans”.

During 1973, the Board of Executive Directors decided
that the functions of the Bank’s field offices should be ex-
panded to include, among other responsibilities, an increased
participation in economic planning, preinvestment studies and
technical cooperation projects in the member countries. In this
connection, the Board of Executive Directors determined that
the fees charged the borrowers for supervision and inspection
services together with other income of the Bank will be
available to cover expenses of supervision and inspection

78

of loans and the field offices, including
those expenses relating to the expanded activities. Con-
sequently, the Board of Executive Directors decided to trans-
fer the January 1, 1973 balance of $3,914,000 of the “Fund
for Special Supervision and Inspection of Loans” to the reg-
ular income of the Bank and from that date to consider the
charges to borrowers and the expenses of supervision and
inspection of loans as part of the regular income and ex-
penses of the Bank. The effect of the above was to increase
net income for 1973 by $378,000 in addition to the cumulative
effect of the change in accounting method of $3,914,000. If
this method had been in effect in 1972, net income for that
year would have been increased by $1,102,000.

NOTE I—CAPITAL STOCK

In the Agreement Establishing the Bank, the authorized capi-
tal is expressed in terms of United States dollars of the weight
and fineness in effect on January 1, 1959. In these terms,
the authorized ordinary capital at December 31, 1973 and
1972 was $5,150,000,000 (515,000 shares of $10,000 each)
comprised of $875,000,000 (87,500 shares) of “paid-in”
capital and $4,275,000,000 (427,500 shares) of ‘“callable”
capital.

The subscribed “paid-in” capital has been or is to be paid
50% in gold and/or United States dollars and 50% in the
currency of the respective member, except for the subscrip-
tion of Canada which is payable 1009 in Canadian dollars;
as permitted under the Agreement, non-negotiable, non-interest-
bearing demand obligations have been or will be accepted in
liew of part of the member’s subscription to the “paid-in”
capital. The subscribed “callable” portion of the authorized
ordinary capital shall be called only when required to meet
the obligations of the Bank created by borrowing or by
guaranteeing loans with respect to the Ordinary Capital and
is payable at the option of the member either in gold, United
States dollars or the currency required to discharge the obli-
gations of the Bank for the purpose for which the call is
made.

Authorized capital was increased in 1971 by amounts which,
after the maintenance of value adjustments mentioned in
Note B, would be equivalent to $482,537,000 of “paid-in”
capital and $1,930,149,000 of “callable” capital, both in
terms of current value United States dollars, of which
$16,394,000 of “paid-in” capital and $57,241,000 of “call-
able” capital were unassigned. Subscriptions to the “‘paid-in”

expenses of

capital increase were to be made in three equal annual install-



ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1973 AND 1972
(continued)

ments beginning in 1971, except that subscriptions are permitted
in five equal annual installments beginning in 1971 for mem-
bers whose subscriptions to the increase were $12,063,000
or less. Subscriptions to the “callable” capital increase were to
be made in two equal installments, the first in 1971 and the
second in 1973. At December 31, 1973 members had sub-

scribed to a total of $2,084,450,000 (1972—$1,109,703,000)
of which $414,666,000 (1972—$266,894,000) were “paid-
in” capital and $1,669,784,000 (1972—$842,809,000) were
“callable” capital. The 1973 United States capital subscrip-
tions of $30,159,000 of “paid-in” capital and $203,124,000
of “callable” capital were made on January 4, 1974.

The following table summarizes the changes in the subscribed capital for the two years ended December 31, 1973:

Subscribed Capital

Amount
(Thousands of United States dollars)
Shares “Paid-in”’ “Callable” Total

Balance at December 31, 1971 ..........c0.... 346,594.6 $472,126 $2,993,820 $3,465,946
Capital subscribed by members during 1972

(iri. 5959 .. 8. dBlaEs) o swiws sosnsasonans 56,185.3 202,178 359,675 561,853
Increase as a result of 1972 maintenance of

value adjustments (Note B) .............. 57,795 287,428 345,223
Balance at December 31, 1972 ... ............. 402,779.9 732,099 3,640,923 4,373,022
Capital subscribed by members during 1973

(in 1959 U. S. dollars) .................. 70,580.9 97,914 607,895 705,809
Increase of 1973 capital subscription as a result

of 1972 maintenance of value adjustments

(Note B) .o 8,392 52,103 60,495
Increase as a result of 1973 maintenance of value

adjustments (Note B) .................... 93,155 477,875 571,030
Balance at December 31, 1973 ... ............ 473,360.8 $931,560 $4,778,796 $5,710,356

NOTE J—STAFF RETIREMENT PLAN

The Bank has a Staff Retirement Plan for the benefit of its
employees. Every staff member under age 65 becomes a par-
ticipant as a condition of service and contributes a percentage
of his remuneration to the Plan. Bank contributions to the
plan during 1973 and 1972 were $2,534,000 and $2,292,000

respectively, which were charged to administrative expenses
and allocated between funds as indicated in Note A. There
was no unfunded liability as of December 31, 1972, the latest
date through which actuarial computations have been made
for the Plan.
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ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1973 AND 1972
(continued)

NOTE K—GENERAL RESERVE

Pursuant to actions of the Board of Governors the net in-
come from the Ordinary Capital resources of the Bank has
been allocated to a general reserve for possible future losses
and, until further action by the Board of Governors, the net
income of each year is to be allocated automatically to such
reserve.

NOTE L—LEASES

The Bank rents certain of its office facilities under lease agree-
ments which expire at various dates through 1978. The esti-
mated annual rentals through 1978, under leases in effect at
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December 31, 1973 (net of amounts under sublease agree-
ments), are as follows:

1974 $1,630,000
1975 1,510,000
1976 1,410,000
1977 1,400,000
1978 350,000

Office rental expense (net of amounts received under sub-
leases) was $2,094,000 in 1973 and $1,505,000 in 1972. Such
amounts were allocated between funds as set forth in Note A.



ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

SUMMARY STATEMENT OF LOANS

DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

APPENDIX [-1

Member in aTotaI Io:r{,s Currency in which outstanding portion of
whose territory B"f.:ﬁvfince' Principal Loans sold Approved loans held by Bank  approved loans held by Bank is collectible
loans have inception, less  collected or agreed United States Members’ Non-member
been made cancellations by Bank to be sold Total Undisbursed Outstanding dollars currencies  currencies
Argentina.._......._________ $ 480,253 $80,190 § 7,140 § 392,923 $199,988 § 192,935 $70,202 §$ 19,502  $103,231
Bolivia 68,766 28 — 68,738 47,525 21,213 11,526 — 9,687
Brazil 878,226 105,187 17,365 755,674 456,175 299,499 174,982 33,969 90, 548
Chile...... 107,179 43,550 6,245 57,384 2,199 55,185 28, 502 4,881 21,802
Colombia 314,918 40,121 4,257 270,540 165,741 104,799 38,424 4,007 62,368
Costa Rica 15,416 7,992 1,521 5,903 285 5,618 3,862 197 1,559
Dominican Republic................ 6,379 3,843 200 2,336 — 2,336 759 511 1,066
Ecuador 24,185 2,674 257 21,254 9,217 12,037 8,990 467 2,580
El Salvador 7,059 3,605 251 3,203 — 3,203 2,654 240 309
Guatemala.._.......________ 10,836 6,197 725 3,914 == 3,914 3,725 = 189
Honduras......................... 460 400 60 — — — - — -
Jamaica 7,382 — — 7,382 6,050 1,332 43 — 1,289
Mexico........ 444,686 63,696 15,586 365,404 139,981 225,423 62,130 20,389 142,904
Nicaragua.... 17,917 4,496 1,794 11,627 1,699 9,928 1:125 780 2,023
Panama 1,517 357 — 1,160 — 1,160 714 382 64
Paraguay 6,200 3,006 429 2,765 — 2,765 1,884 472 409
Peru... 53,522 12,803 6,897 33,822 11,169 22,653 13,784 2,339 6,530
Trinidad and Tobago.............._.. 1,284 — — 1,284 1,167 117 — 3 114
Uruguay . 60, 882 11,414 951 48,517 32,192 16,325 12,599 1,323 2,403
Venezuela 126,215 27,228 6,601 92,386 33,050 59,336 14,206 11,321 33,809
Regional . . 18,385 3,233 1,000 14,152 399 13,753 8,725 = 5,028
Total 1973 $2,651,667  $420,020 $ 71,279  $2,160,368  $1,106,837  $1,053,531 $464,836  $100,783  $487,912
Total 1972 ... $2,161,829  $336,163  $ 71,618  $1,754,048 § 872,019 § 882,029 $498,736  $ 90,903  $292,390

§ 872,01

The following table summarizes the non-member currencies in which the outstanding portion
of approved loans held by the Bank is collectible:

Currencies

Austrian Schilling

Belgian Franc
Deutsche Mark

French Franc..

Italian Lire

Japanese Yen..

Netherland Guilder......

Pound Sterling

Spanish Peseta

Swedish Kronor

Swiss Franc

1973

§ 15,385
6,159
155,520
8,233
51,600
108,155
17,778
3,173
8,038
9,283
104,588

$487,912

1972

§$ 10,499
5,199
89,709
48,294
67,991
14,721
3,864

5,010
47,103

$292,390
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ORDINARY CAPITAL APPENDIX [-2
INTER-AMERICAN DEVELOPMENT BANK

STATEMENT OF FUNDED DEBT
DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

Face value Principal outstanding
interest rate

Payable in range Due Dates 1973 1972
AOSTHAN SONINES oo Sians 634 %—7% 1980-1983 § 21,687 $§ 19,024
Belgian FraNeS o e msssimaintotis st 71%—1%% 1982-1986 16,750 15,619
Deutsche Marks_....... ki 5% %—81%% 1976-1987 274,627 233,632
French Francs ... . 8%—8% % 1989-1992 43,129 39,095
Italian Lire_... ... O 5%—6% 1982-1989 69,835 75,103
A DAL YN st i s i 5%—77% % 1978-1988 106,429 67,890
Netherland Guilders. .. . 71%—8% 1986-1988 23,239 20,341
Pounds Sterling. ... oo 51 %—8"5 % 1975-1989 8,557 11,474
Spanish Pesetas_.__.__._ 6% 1985 8,162 —
SWISS FranCs ..o 5%%—63% % 1981-1988 116,923 79,427
Swedish Kronor .o 7Y% %—8% 1979-1982 17,778 16,622
United Statesdollars......._ 4%—8%% 1974-1995 552,555 559,161

1,259,671 1,137,388
Less—Unamortized debt discount . e 6,391) ( 6,576)

Total e $1,253,28 $1,130,812
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ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

APPENDIX 1-3

STATEMENT OF SUBSCRIPTIONS TO CAPITAL STOCK AND VOTING POWER

DECEMBER 31, 1973 AND 1972

Expressed in thousands of United States dollars—Note A

Due from members
Non-negotiable,

Paid-in portion of Callable non-interest-
Percent Total subscribed capital portion of Number Percent of Paid-in bearing
of total subscribed United States ~ Member subscribed of total number capital demand
Member Shares shares capital dollars currencies capital votes of votes subscriptions  obligations
Argentina.._..__________.__. 58,850.0 12.43 § 709,933 §$62,211 $62,211 § 585,511  58,985.0 12.38 § 48,567
Barbados... ... 704.0 A5 8,493 1,249 1,249 5,995 839.0 .18 1,116
Bolivia 4,558.4 .97 54,990 3,995 3;995 47,000 4,693.4 .98 4,265
Brazil 58,850.0 12.43 709,933 62,211 62,211 585,511  58,985.0 12.38
Canada...........__ ... 24,268.0 5.13 292,755 — 48,254 244,501  24,403.0 5.12 $ 16,085 14,476
Chile.. oo 16,160.0 3.42 194,945 17,082 17,082 160,781  16,295.0 3.42 14,635
Colombia_..__.. . 16,146.0 3.41 194,776 17,070 17,070 160,636  16,281.0 3.41 6,944
Costa Rica...._.. 2,279.2 .48 27,496 1,998 1,998 23,500 2,414.2 .8l 611
Dominican Republic_.._._..... ~ 3,041.6 .64 36, 692 2,663 2,664 31,365 3,176.6 .66
Ecuador 3,041.6 .64 36,692 2,664 2,663 31,365 3,176.6 .66
El Salvador .. 2:2719:2 48 27,496 1,998 1,998 23,500 2,414.2 #B1 1,267
Guatemala....._________..___. 3,041.6 .64 36,692 2,663 2,664 31,365 3,176.6 .66
Haiti 2,219:2 A48 27,495 1,998 1,998 23,499 2,414.2 .5l 1,358
3 [V 1] &1 S —————— 2,219.2 A48 27,495 1,998 1,998 23,499 2,414.2 .51
Jamaica 3,041.6 .64 36,692 2,664 2,663 31,365 3,176.6 .66 2,610
Mexico 37,830.0 7.99 456,359 39,990 39,990 376,379  37,965.0 1.97
Nicaragua........ . 2,219.2 A48 27,495 1,998 1,997 23,500 2,414.2 -0l
Panama 2,2719.2 .48 27,495 1,997 1,998 23,500 2,414.2 Jal 1,267
Paraguay.... ... 2,279.2 A8 27,495 1,997 1,998 23,500 2,414.2 01 1,355
Peru 7,609.6 1.61 91,798 6,668 6,669 78,461 7,744.6 1.62 2,644
Trinidad and Tobago.............. 2,2]9.2 .48 27,495 1,998 1,997 23,500 2,414.2 291 1,798
United States 180,366.0 38.11 2,175,833 331,745 — 1,844,088 180,501.0 37.87 150,530
Uruguay ... 6,088.8 1.29 73,451 5,337 5,336 62,778 6,223.8 131 1,628
Venezuela.. ... .. 31,530.0 6.66 380, 360 33,331 33,332 313,697 31,665.0 6.64 26,174
Total 1973 ... 473,360.8 100.00 $5,710,356  $607,525  $324,035 $4,778,796  476,600.8 100.00 $ 16,085 $281,245
Total 1972 . ... 402,779.9 100.00 $4,373,022  $480,049  $252,050  $3,640,923 406,019.9 100.00 $ 29,402  $214,840
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REPORT OF INDEPENDENT ACCOUNTANTS

Board of Governors
Inter-American Development Bank

We have examined the financial statements appearing on pages 86 through 93
of this report of the Inter-American Development Bank—Fund for Special Op-
erations as of December 31, 1973 and 1972 and for the years then ended.
Our examinations were made in accordance with generally accepted auditing
standards and accordingly included such tests of the accounting records and
such other auditing procedures as we considered necessary in the circum-
stances.

The method of accounting for the income and expenses relating to the special
supervision and inspection of loans was changed in 1973, as described in Note

F to the financial statements.

In our opinion, the financial statements examined by us present fairly, in
terms of United States currency, the financial position of Inter-American De-

velopment Bank—Fund for Special Operations at December 31, 1973 and 1972,
the results of its operations and changes in financial position for the years
then ended, in conformity with generally accepted accounting principles. These
principles have been consistently applied during the periods except for the
change, with which we concur, referred to in the preceding paragraph.

(T M (&-
PRICE WATERHOUSE & CO.
Washington, D.C.
February 7, 1974
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FUND FOR SPECIAL OPERATIONS
INTER-AMERICAN DEVELOPMENT BANK

BALANCE SHEET
DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

ASSETS

Cash
Unrestricted member currencies .
Restricted member currencies (Note C)...........

Investments
Obligations of Governments, at amortized cost (face amount $8,275; 1972—$8,038)
(Note A)..........
Time deposits in Canadian dollars......

Loans outstanding held by Bank (Note D) (Appendix I1-1)
Total loans approved by Bank since inception, less cancellations.......................
Less undisbursed balance of approved loans held by Bank ...
Less principal collected by Bank and loans sold or agreed to be sold. ...

Accrued interest and other charges
Investments ..
Loans

Due from members in member currencies
Contribution quotas (Note G) (Appendix 11-2)..
Non-negotiable, non-interest bearing demand obligations including $1,126,370 restricted

(1972-$1,311,770) (Notes C and G) (Appendix 11-2) ..o
Amounts required to maintain value of currency holdings (Note B)

Other assets.
Total assets

LIABILITIES, SPECIAL FUNDS AND FUND BALANCE
Liabilities
Accounts payable and accrued expenses
Special letters of credit.._..

Special funds
Funds held in trust (Note E) .
Fund for Special Supervision and Inspection of Loans (Note F)..

Fund balance
Contribution quotas authorized and subscribed (Notes C and G) (Appendix 11-2).........
General Reserve (Note H)._..._. ...

Commitments (Note |)
Total liabilities, special funds and fund balance

86

$ 4,393,336
95,087

1973
§ 433,387
93,331 § 526,718
8,133
50,514 58, 647
3,063,730
(1,472,964)
( 359,278) 1,231,488
1,234
14,002 15,236
751,929
1,541,062
371,250 2,664,241
2,206

§ 4,498,536

$ 1,207
7,943

963

4,488,423

$ 4,498,536

1972
$ 319,885
71,300  § 391,185
7,913
21,887 29,800
2,687,141
(1,407,887)
(' 272,004) 1,007,250
66
11,250 11,316
979,900
1,543,191
94,006 2,617,007
646
$ 4,057,294
$ 1,4
2,760
1,416
2,739
$ 3,987,609
61,526 4,049,135
$ 4,057,294



FUND FOR SPECIAL OPERATIONS
INTER-AMERICAN DEVELOPMENT BANK

STATEMENT OF INCOME AND GENERAL RESERVE

YEARS ENDED DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

Income
From loans
Interest
Commitment fees........
Commissions....................
Supervision and inspection fees (Note F)

From investments....
From other sources

Gross income....

Expenses
Administrative expenses (Note A)
Salaries )
Other compensation and benefits
Office occupancy......
Other

Less—amounts charged to Social Progress Trust Fund for indirect and overhead expenses
by Bank as Administrator....

Total administrative expenses

Income before technical cooperation expense and the cumulative effect of change in account-
ing method. ..
Technical cooperation expense (Note I)
Cumulative effect on prior years of changing the method of accounting for supervision
and inspection of loans (Note F)......

Netincome ... .. .
General Reserve beginning of year

General Reserve endofyearl ... o

* Reclassified for comparative purposes (Note 1)

1973

§ 33,387
7,336
6,738

3,513 § 50,974

3,277

274

54,525
11,639
3,906
2,185
4,830
22,560
( 197)

22,363

32,162

( 1,340)

2,739

33,561

61,526

§ 95,087

1972+

$ 27,102
7,685
5,301

- $ 40,088

997

256

41,341
9,694
3,365
1,354
3,573
17,986
( 260)

17,726

23,615

(1,579)

22,036

39,490

$ 61,52
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FUND FOR SPECIAL OPERATIONS
INTER-AMERICAN DEVELOPMENT BANK

STATEMENT OF CHANGES IN FINANCIAL POS!ITION
YEARS ENDED DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

Source of funds

Provided from operations
Netincome ... e
Deduct—income not providing cash funds ... .. e
Cash funds provided from operations..._ ... .
Loan principal collections. ...
Sales of loans to participant...___ e ————————————
Subscription to contribution quotas. .
Increase in contribution quotas resulting from maintenance of value adjustments_______

Application of funds
Loan disbursements e S e e e
Payment of loan principal collections to participant
Subscriptions to contribution quotas and maintenance of value adjustments billed

to members, net of cash collections....._ .

Total application of funds.......
Increaseincashfunds...__ . [

Analysis of increase in cash funds

* Reclassified for comparative purposes (Note 1)

88

19

§ 33,561

( 6,659)

26, 902
56, 284
34,029
109, 451
296, 276

522,942

306, 329
3,039

47,144
2,08
358,562
§ 164,380

§ 135,533
28, 847

§ 164,38

1972+

$ 22,036
( 1,957)
20,079
45,315
26,368
1,451,253
208,347

591

1,751,953

276,635
2,194

1,283,317
461

1,562,607
$ 189,346

§ 165,467
23,819

§ 189,346



FUND FOR SPECIAL OPERATIONS
INTER-AMERICAN DEVELOPMENT BANK

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1973 AND 1972

NOTE A—SUMMARY OF ACCOUNTING POLICIES

Basis of Accounting

The Bank (Fund for Special Operations) maintains its ac-
counting records on the accrual basis of accounting. Furniture
and equipment purchases are charged directly to expense.

Translation of Currencies

The accounting records are maintained in current value United
States dollars. Member currencies other than United States
dollars are recorded on the basis of the rates at which the
amounts were received or loaned by the Bank. No representa-
tion is made that any currency held by the Bank is convertible
into any other currency at any rate or rates.

Investments

Investments in obligations of Governments are stated at cost
adjusted for the amortization of premium or discount.

Administrative Expenses

Substantially all administrative expenses of the Bank are allo-
cated between the Fund for Special Operations and the Ordi-
nary Capital pursuant to an allocation method approved by the
Board of Executive Directors. During 1973 such expenses
were charged 589 to the Fund for Special Operations and
42% to the Ordinary Capital (1972—609% and 409 respec-
tively).

NOTE B—MAINTENANCE OF VALUE

In accordance with the Agreement Establishing the Bank
(Agreement), each member is required to maintain the value
of its currency held by the Bank. Likewise, the Bank (Fund
for Special Operations) is required to return to a member an
amount of its currency equal to any significant increase in
value of such member’s currency which is held by the Bank.
The standard of value for these purposes is the United States
dollar of the weight and fineness in effect on January 1, 1959,
except that the standard of value for currencies relating to
the $1,500,000,000 increase in contribution quotas which be-
came effective in 1972 shall be the par value of the United
States dollar in effect in the International Monetary Fund on
the respective due date for each installment of the increase.
The Agreement also provides that the maintenance of value
provisions may be waived by the Bank when a uniform pro-
portionate change in the par value of the currencies of all the
Bank’s members is made by the International Monetary Fund;

however, the Board of Governors has authorized the Bank to
exercise such waiver in connection with the increase in con-
tribution quotas referred to above in the event of a currency
realignment involving a significant number of the Bank’s
members.

On October 18, 1973 and May 8, 1972, the United States
dollar was officially devalued by approximately 11.11% and
8.57% respectively. As a result of these actions and similar
actions by other member countries, the Bank has recorded
the obligations of member countries to pay the equivalent of
$296,276,000 and $208,347,000 in respect of the 1973 and
1972 devaluations respectively. These amounts were credited
to contribution quotas authorized and subscribed. Pursuant to
the authority granted by the Board of Governors, in October
1973 the Bank exercized the maintenance of value waiver
provisions of the Agreement with respect to the first and
second quotas of the increased contributions which were due
on December 31, 1972 in the amount of $825,000,000.
Payments by member countries on account of maintenance
of value adjustments may be made in the form of cash or
non-negotiable, non-interest-bearing demand obligations.
Amounts still due from members are shown in the accom-
panying balance sheet as “amounts required to maintain value
of currency holdings”.

NOTE C—RESTRICTIONS ON CURRENCIES AND ON

UNITED STATES CONTRIBUTIONS

In accordance with the provisions of the Agreement, the use
of these currencies by the Bank or any recipient from the
Bank has been restricted by the members to making payments
for goods and services produced in their territories.

Pursuant to the same provisions, approximately $2,860,000,000
(in terms of current United States dollars) of the contribu-
tions of the United States to the Fund for Special Operations
have been or are restricced to making payments for the
acquisition of goods or services from the United States, for
the acquisition of goods or services of local origin in the
country in which the project is located, or for the acquisition
of goods or services produced in other countries which are
members of the Bank if in the judgment of the Bank such
transactions would be advantageous to the borrowers.

NOTE D—LOANS OUTSTANDING HELD BY BANK
The Bank makes loans to its members, agencies or political
subdivisions thereof or to private enterprises located in the

89




FUND FOR SPECIAL OPERATIONS
INTER-AMERICAN DEVELOPMENT BANK

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1973 AND 1972
(continued)

territories of its members. For loans to borrowers other than
members or central banks, the Bank in most instances has
received either the member’s guarantee or other security
deemed appropriate by the Bank.

The Board of Executive Directors has authorized partici-
pations by the Social Progress Trust Fund in the dollar or
local currency portions of loans made from the Fund for
Special Operations, provided that with respect to such loans,
the provisions of the Social Progress Trust Fund Agreement
have in substance been complied with as fully as though the
loans had been made initially from the Trust Fund.

Loans approved by the Bank are disbursed to borrowers in
accordance with the requirements of the project being financed
under the loans; however, disbursements do not begin until
the borrower and guarantor, if any, take certain actions and
furnish certain documents to the Bank. Of the undisbursed
balances, the Bank has entered into irrevocable commitments
to disburse approximately $45,300,000 at December 31, 1973
and $40,000,000 at December 31, 1972.

NOTE E—FUNDS HELD IN TRUST

Funds held in trust include the undisbursed amounts of direct
contributions by member countries, and contributions of the
Fund for Special Operations and the Social Progress Trust
Fund for the purpose of financing preinvestment studies in
member countries and the activities of the Institute for Latin
American Integration, which is a dependency of the Bank.
Also included in funds held in trust is a fund established by
the United Nations Development Programme, which is ad-
ministered by the Bank.

NOTE F—SUPERVISION AND INSPECTION OF LOANS

In accordance with the provisions of the loan contracts, bor-
rowers are charged a special fee to cover the costs of super-
vision and inspection services performed in connection with
projects financed under the loans. In 1972 and prior years
the income and expenses associated with supervision and in-
spection of loans were recorded in a special fund called “Fund
for Special Supervision and Inspection of Loans”.

During 1973, the Board of Executive Directors decided that
the functions of the Bank’s field offices should be expanded to
include, among other responsibilities, an increased participa-
tion in economic planning; preinvestment studies and tech-
nical cooperation projects in the member countries. In this
connection, the Board of Executive Directors determined that
the fees charged to borrowers for supervision and inspection
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services together with other income of the Bank will be avail-
able to cover expenses of supervision and inspection of
loans and expenses of the field offices, including those
expenses relating to the expanded activities. Consequently, the
Board of Executive Directors decided to transfer the Janu-
ary 1, 1973 balance of $2,739,000 of the “Fund for Special
Supervision and Inspection of Loans” to the regular income
of the Bank and from that date to consider the charges to
borrowers and the expenses of supervision and inspection as
regular income and expenses of the Bank. The effect of the
above was to increase net income for 1973 by $916,000 in
addition to the cumulative effect of the change in accounting
method of $2,739,000. If this method had been in effect in
1972, net income for that year would have been increased by
$370,000.

NOTE G—CONTRIBUTION QUOTAS AUTHORIZED

AND SUBSCRIBED

In making decisions concerning operations of the Fund, the
number of votes and percent of total vote for each member
are the same as shown in Appendix I-3 of the financial state-
ments of the Ordinary Capital. All such decisions shall be
adopted by at least a two-thirds majority of the total voting
power.

Under the provisions of the Agreement, non-negotiable,
non-interest-bearing demand obligations have been or will be
accepted in lieu of the part of the payment of contribution
quotas required to be made in the member’s currency.

Canada became a member on May 3, 1972 and has paid
the equivalent of $40,000,000 in Canadian dollars at Decem-
ber 31, 1973 (1972—$20,000,000); the final installment in
the equivalent of $20,000,000 is due in 1974. In addition the
Canadian contribution quota is to be increased by collections
after May 3, 1972 on loans extended from the Canadian Trust
Fund (CAN$74,000,000) which is administered by the Bank;
as of December 31, 1973, $704,000 (1972—8$234,000) has
been collected and transferred to the Fund for Special Opera-
tions. All United States dollar amounts indicated in this para-
graph are shown before the maintenance of value adjustment
mentioned below.

Because of the realignment of currency exchange rates,
which resulted in the maintenance of value adjustments de-
scribed in Note B, the authorized and subscribed contribution
quotas of the members were increased by $296,276,000 in
1973 and $208,347,000 in 1972. The members have been
requested to pay $215,037,000 relating to the 1973 adjust-



FUND FOR SPECIAL OPERATIONS
INTER-AMERICAN DEVELOPMENT BANK

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1973 AND 1972
(continued)

ment and $165,717,000 relating to the 1972 adjustment,
which amounts have been credited to their respective author-
ized and subscribed contribution quotas. The differences of
$81,239,000 in 1973 and $42,630,000 in 1972 represent pay-
ment obligations for maintenance of value of outstanding
loans as of October 18, 1973 and May 8, 1972 which may
be repaid in the currency disbursed or in the currency of the
borrower at the option of the borrower. The Board of Execu-
tive Directors has interpreted the Agreement as placing re-
sponsibility for maintaining the value of these loans upon the
member whose currency is eventually used for repayment.
Accordingly the amounts of the differences have been credited
to the authorized and subscribed contribution quotas without
allocation to individual members, pending future collections
which will determine the corresponding maintenance of value
responsibility.

Included in the authorized contribution quotas is an increase
of $1,500,000,000 payable in the currencies of the respective
members which became effective in December 1972, and
fully subscribed at December 31, 1973. Pursuant to the ap-
proval of the Board of Governors, payments of the increase
are to be made in terms of the par value of the United States
dollar in effect at the respective quota payment date; such
payments amounted to $772,198,000 at December 31, 1973

NOTE H—GENERAL RESERVE

Pursuant to actions of the Board of Governors, the net in-
come of the Fund for Special Operations has been allocated
to a general reserve for possible future losses and, until fur-
ther action by the Board of Governors, the net income of each
year is to be allocated automatically to such reserve.

NOTE |I—TECHNICAL COOPERATION

Under the provisions of the Agreement, the Bank may, at
the request of any member or members or of private firms
that may obtain loans from it, provide technical advice and
cooperation. At December 31, 1973 the amount approved by
the Bank for non-reimbursable technical cooperation projects

(1972—8$455,975,000). The United States has subscribed to
$1,000,000,000 of the increase and paid $275,000,000 at
December 31, 1972; $225,000,000 was paid on January 4,
1974 and payment of the balance of $500,000,000 is subject
to appropriation by the United States Congress.

The following table summarizes the changes in contribu-
tion quotas subscribed for the two years ended December 31,
1973

Contribution
quotas

subscribed

Balance at December 31, 1971 $2,328,009,000

Subscriptions to contribution quotas
during 1972

Increase as a result of 1972 maintenance of

value adjustments (Note B)

1,451,253,000

208,347,000

Balance at December 31, 1972 3,987,609,000

Subscription to contribution quotas

during 1973 109,451,000
Increase as a result of 1973 maintenance of
value adjustments (Note B) 296,276,000

Balance at December 31, 1973 $4,393,336,000

which had not yet been disbursed at that date was $4,883,000.
Pursuant to resolutions of the Board of Executive Directors,
all non-reimbursable technical cooperation expenditures in-
curred are charged to the net income of the Fund for Special
Operations. In the statement of income and general reserve
for the year ended December 31, 1973 these charges are shown
before the amount designated net income and the statement
of income and general reserve for the year ended Decem-
ber 31, 1972 has been reclassified for comparative purposes.

The accumulated technical cooperation expenditures made
by the Fund as of December 31, 1973 include $941,000
which may be reimbursed to the Fund if loans are granted
as a result of the respective technical cooperation projects.
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FUND FOR SPECIAL OPERATIONS APPENDIX 1I-1
INTER-AMERICAN DEVELOPMENT BANK

SUMMARY STATEMENT OF LOANS
DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

Total loans Currev‘l_cy infwhich oudts'tanding
. 1

whrgseem t‘z’:iltr:)ry als';':lrl?vs?gcbey Principal Approved loans held by Bank hpeOI:! I;)yn ga:l?'i);ocvoellecl;?l;‘li

loans have inception, less collected United States Members’
been made cancellations by Bank Loans sold Total Undisbursed Outstanding dollars currencies
Argentina...... § 229,543 $ 9,061 $ 13,265 $ 207,217 ¢ 115,806 § 91,411 $ 1,938 $ 89,473
Barbados.... 3,800 — — 3,800 3,667 133 — 133
Bolivia 110,112 25,299 3,960 80,853 45,187 35,666 3,080 32,586
Brazil 559,431 42,207 34,348 482,876 198,915 283,961 7,730 276,231
Chile........ 163,173 19,152 17,463 126,558 34,034 92,524 332 92,192
Colombia 236,308 11,490 19,115 205,703 105, 400 100, 303 4,667 95,636
Costa Rica 62,339 2520 4,086 55,728 36,545 19,183 4,179 15,004
Dominican Republic........ocoooo 113,195 2,971 3,391 106, 833 70,922 35,911 3,459 32,452
Ecuador 164,762 6,563 2,580 155,619 129,784 25,835 1,200 24,635
El Salvador 69,663 289 3,350 66,024 53,388 12,636 102 12,534
Guatemala 89,222 2,306 3,660 83,256 49,435 33,821 — 33,821
Haiti 45,637 1,817 s 43,820 38,434 5,386 = 5,386
Honduras 78,701 7,989 4,706 66,006 35,189 30,817 12,857 17,960
Jamaica 43,300 — - 43,300 30,741 12,559 =2 12,5559
Mexico 362,131 16,237 9,920 335,974 129,208 206,766 147,541 59,225
Nicaragua 87,998 5,742 8,971 73,285 51,981 21,304 11,897 9,407
Panama 85,243 5,283 8,845 71,115 38,633 32,482 1,323 31,159
Paraguay 122,270 7,445 1,100 113,725 55,796 57,929 2,133 55,796
Peru 169,119 8,301 21,134 139, 684 73,392 66,292 42 66,250
Trinidad and Tobago........cooooorevoommecececceees 30,700 132 = 30,568 24,345 6,223 == 6,223
Uruguay 41,279 1,855 1,135 38,289 29,372 8,917 2,327 6,590
Venezuela 134,300 2,845 13,645 117,810 95,211 22,599 13,053 9,546
Regional.... 61,504 5,095 . 56,409 27,579 28,830 13,269 15,561
Total 1973 $3,063,730  $184,604  §174,674 92,704,452  $1,472,964  $1,231,488  $231,129  §1,000,359
Total 1972 $2,687,141 $131,359  §140,645 $2,415,137  $1,407,887  $1,007,250 $175,539 $ 81,711
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FUND FOR SPECIAL OPERATIONS

INTER-AMERICAN DEVELOPMENT BANK

STATEMENT OF CONTRIBUTION QUOTAS

DECEMBER 31, 1973 AND 1972

Expressed in thousands of United States dollars—Note A

APPENDIX 11-2

Contribution quotas authorized and subscribed

Before

Maintenance of

Due from members

b value adjustments SR En e ekl

Member adjustments 1972 1973 Total quotas demand obligations
Argentina.._.. $ 224,067 $ 9,209 $ 13,043 § 246,319 — $ 153,981
Barbados 806 19 12 837 $ 177 260
Bolivia 17,990 1,845 2,849 22,684 — 17,259
Brazil 224,067 11,633 18,273 253,973 — —
Canada 60,704 5,142 7,435 73,281 24,127 —
Chile...... 61,522 3,539 6,007 71,068 — 29,923
Colombia 61,481 3,150 5,091 69,722 — =
Costa Rica 8,994 469 761 10,224 — =
Dominican Republic.... 11,993 626 1,124 13,743 — =
Ecuador 11,993 552 827 13,372 — a
El Salvador 8,994 378 539 9,911 — 4,374
Guatemala 11,993 581 1,023 13,597 — —
Haiti 8,994 945 1,220 11,159 — 9,318
Honduras.._....... 8,994 723 1,278 10,995 — =
Jamaica 11,993 505 695 13,193 2,625 7,929
Mexico. 144,053 6,180 8,861 159,094 — —
Nicaragua.... 8,994 651 1,125 10,770 — =
Panama 8,994 501 885 10,380 - 4,374
Paraguay 8,994 1,126 1,854 11,974 — 7,926
Peru 30,010 1,489 2,724 34,223 — 21,096
Trinidad and Tobago..... 8,994 37 524 9,890 — 7,015
United States_. 2,800,000 110,047 130,303 3,040, 350 725,000 1,171,802
Uruguay 24,029 1,016 1,494 26,539 — s
Venezuela 120,060 5,019 7,090 132,169 - 105,805

Total, before unallocated amount.._........ 3,888,713 165,717 215,037 4,269,467 $751,929 $1,541, 062
Unallocated . ®F 42,630 81,239 123,869 - =

Total, including unallocated amount.... ... $3,888,713 $208,347 $296,276 $4,393,336 e =
Total 1972 $3,779, 262 $208,347 — $3,987,609 $979,900 $1,543,191
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REPORT OF INDEPENDENT ACCOUNTANTS

Inter-American Development Bank
Administrator of the Social Progress Trust Fund

In our opinion, the financial statements appearing on pages 96 through 101
present fairly, in terms of United States currency, the financial position of the
Social Progress Trust Fund, which is administered by the Inter-American Devel-
opment Bank, at December 31, 1973 and 1972, the results of its operations
and changes in financial position for the years then ended, in conformity with
generally accepted accounting principles consistently applied. Our examinations
of these statements were made in accordance with generally accepted auditing
standards and accordingly included such tests of the accounting records and
such other auditing procedures as we considered necessary in the circumstances.

ez
PRICE WATERHOUSE & CO.
Washington, D.C.
February 7, 1974
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SOCIAL PROGRESS TRUST FUND
ADMINISTERED BY THE INTER-AMERICAN DEVELOPMENT BANK

BALANCE SHEET
DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

ASSETS

Cash
United States dollaisicsssesen s e o —
Other currencies._._....._._..... s o

Investments
United States Government obligations, at amortized cost (face amount $6,200; 1972—
$3,600) (Note A).....

Loans outstanding (Note C) (Appendix I11-1)
Total loans approved since inception, less cancellations ...
L6859 DriftIpal EOllEEIONS. comsmsr e s s T T R

Participations in loans made from Fund for Special Operations, less provision for
unrealized exchange adjustments of $6,000 in 1972 (Notes A and D) (Appendix I11-1)....

Accrued charges on loans and participations .

Available from the United States Government..____ .

(011 (-] @14 1| SV U U
Total assets........

LIABILITIES AND FUND BALANCE
Liabilities
Accounts payable and accrued expenses ..

Fund balance
Fund established by United States Government (Note B)....... . ...
Accumulated earmnings. ...

Commitments (Note E)
Total liabilities and fund balance..._.._......._.._ .

96

1973
$ 2%
u.48  § 24,72
6,109
494,191
(140, 475) 353,716
165,825
3,224
18,130
a3
$571, 768
$ 540
$525,000
46,228 571,228
$571,768

1972

$ 29
24,534 $ 24,829
3,561

494,191
(117,246) 376,945
128,834
3,105
18,130
48
$555, 452
$ 853

$525,000
29,599 554,599
$555, 452




SOCIAL PROGRESS TRUST FUND
ADMINISTERED BY THE INTER-AMERICAN DEVELOPMENT BANK

STATEMENT OF INCOME AND ACCUMULATED EARNINGS
YEARS ENDED DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

1973
Income
From loans
6311 O O D S ST § 6,349
SeIVICe CRATES. o 2,741 $ 9,090
From participations (Note D) . 3,704
From investments 342
Gross income...._...___ T s st S 13,136
Administrative expenses (Note B)
Staff salaries....._.....__.____ 156
0111 - DO 15
Indirect and overhead expenses charged by
Ordinary Capital . 143
Fund for Special Operations..... . 197
Total administrative expenses ’ 511
Excess of income over administrative expenses...._.. 12,625
Technical cooperation and other
Technical cooperation expense (Note E)._.__ - ( 2,366)
Adjustments in United States dollar equivalents of Latin American currencies of the Trust
Fund (Note A)._ 6,370 4,004
N IR e e e e e e 16,629
Accumulated earnings beginning of theyear 29,599
Accumulated earnings end of the year.... $ 46,228

1972
$ 6,728
2,912 $ 9,640
2,981
119
12,740
195
44
173
260
672
12,068
( 2,486)
(1,445) (3,931)
8,137
21,462
$ 29,599
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SOCIAL PROGRESS TRUST FUND
ADMINISTERED BY THE INTER-AMERICAN DEVELOPMENT BANK

STATEMENT OF CHANGES IN FINANCIAL POSITION
YEARS ENDED DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

Source of funds
Provided from operations

Net income__._

Add—expenses not requiring the outlay ofcash__
Deduct—income not providing cash funds_._._._

Cash funds provided from operations

Loan principal collections . PO

Collections of participations in loans of the Fund 'forWS'péc'iéi“(r)'berr'a'fid'ri'sr ,,,,,,,,,,,,,,,,,,,,,,

Total source of funds.... SRS

Application of funds

Purchases of participations in loans of the Fund for Special Operations .
Other_......... U U

Total application of funds ...

Increase in cash funds._...

Analysis of increase in cash funds

G O TP
INVeStMeNtS o
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1973

$16, 629
(_6,119)
10, 510
23,229

3,039
5

36, 783

34,029
314




SOCIAL PROGRESS TRUST FUND
ADMINISTERED BY THE INTER-AMERICAN DEVELOPMENT BANK

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1973 AND 1972

NOTE A—SUMMARY OF ACCOUNTING POLICIES

Basis of Accounting
The accounting records of the Social Progress Trust Fund are
maintained on the accrual basis of accounting.

Translation of Currencies

The accounting records are maintained in current value United
States dollars. Currencies other than United States dollars in-
cluded in the following accounts have been translated into
United States dollars as indicated: cash, participations in loans
and accrued charges on loans and participations, at the ap-
proximate market rates of exchange existing at the end of the
year; loans, at the rates at which the amounts were loaned.
Exchange gains or losses in the United States dollar equiva-
lents of Latin American currencies held by the Trust Fund are
credited to income or charged to expense as incurred. No rep-
resentation is made that any currency held by the Fund is
convertible into any other currency at any rate or rates.

Investments
Investments in Government obligations are stated at cost ad-
justed for the amortization of discount.

Provision for Unrealized Exchange Adjustments

The Trust Fund follows a policy of providing for unrealized
exchange adjustments to the principal amounts of participa-
tions in loans of the Fund for Special Operations which are
denominated in local currencies. The purpose of this provi-
sion is to cover potential exchange rate differences between
the Trust Fund and the Fund for Special Operations which
may exist at the time of repayment of the participations. Ad-
ditions to the provision are charged against income. The
$6,000,000 provision at December 31, 1972 was based on
exchange differences which existed between the two funds at
that date and was reversed at December 31, 1973 since there
were no exchange differences existing between the funds at
that date.

NOTE B—SOCIAL PROGRESS TRUST FUND

In 1961 the United States of America and the Inter-American
Development Bank entered into an agreement whereby the
Bank became Administrator of the Social Progress Trust Fund.
Pursuant to the Agreement the Bank charges the Trust Fund
for salary costs of certain of its professional staff, other direct
expenses and the Fund’s share of allowable overhead ex-

penses. At December 31, 1973, the Government of the United
States and the Bank have agreed on final overhead rates for
all years through 1972 and to continue to use the most recent
agreed upon rate of $2.25 per $1.00 of salary cost on a pro-
visional basis for 1973 and later years, until such time as
further overhead rate studies are completed.

NOTE C—LOANS OUTSTANDING

Loans from the resources of the Trust Fund are made to
member countries of the Inter-American Development Bank,
agencies or political subdivisions thereof or to private enter-
prises located in the territories of such members. For loans to
borrowers other than members and central banks, the Bank
as Administrator has received in most instances the member’s
guarantee.

Loan disbursements have been made in United States dollars
except for certain loans for which disbursements have been
made in the national currencies of the borrowers. In accord-
ance with the provisions of practically all loan agreements,
repayments may be made in the national currency of the bot-
rower at the approximate market rate of exchange existing at
the date of repayment or in United States dollars at the elec-
tion of the borrower.

NOTE D—PARTICIPATIONS IN LOANS MADE FROM FUND
FOR SPECIAL OPERATIONS

The Board of Executive Directors has authorized the use of
the resources of the Social Progress Trust Fund to participate
in the United States dollar or local currency portions of loans
made from the Fund for Special Operations provided that,
with respect to such loans, the provisions of the Social Pro-
gress Trust Fund Agreement have in substance been complied
with as fully as though the loans had been made initially from
the Trust Fund. Through the purchase of participations in the
local currency components of loans made from the Fund for
Special Operations, the value of which must be maintained by
the respective borrowers, it has been possible to substantially
maintain the value of the Trust Fund resources so invested.
Participations in the United States dollar portions of loans
made from the Fund for Special Operations have not been
made since March 1970.

NOTE E—TECHNICAL COOPERATION
Under the provisions of the Agreement, the Bank as Adminis-
trator may provide technical advice and cooperation to Latin
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SOCIAL PROGRESS TRUST FUND
ADMINISTERED BY THE INTER-AMERICAN DEVELOPMENT BANK

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1973 AND 1972
(continued)

American member countries and their nationals. At Decem-
ber 31, 1973 the amount approved by the Bank as Adminis-
trator for technical cooperation projects which had not yet
been disbursed at that date was $7,766,000.

The accumulated technical cooperation expenditures made
by the Bank as Administrator as of December 31, 1973 in-
clude $858,000 which may be reimbursed to the Bank as Ad-
ministrator if loans are granted as a result of such technical
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cooperation projects.

In accordance with an agreement signed in December 1973
between the Bank and the Inter-American Foundation (Foun-
dation) which was approved by the Government of the
United States, the Trust Fund will provide up to the
equivalent of $30,000,000 for financing grants for social de-
velopment projects of the Foundation during the years 1974,
1975 and 1976.



SOCIAL PROGRESS TRUST FUND APPENDIX 11I-1
ADMINISTERED BY THE INTER-AMERICAN DEVELOPMENT BANK

SUMMARY STATEMENT OF LOANS AND PARTICIPATIONS
DECEMBER 31, 1973 AND 1972
Expressed in thousands of United States dollars—Note A

Loans outstanding held Participations in loans of

Total loans approved by the Trust Fund the Fund for Special Operations
Countries in which since inception, _— —_—
loans have been made less cancellations 1973 1972 1973 1972
Argentina_ . $ 43,500 $ 30,809 $ 32,835 $ 12,121 $ 9,980
Bolivia . B 14,548 11,021 11,505 3,881 2,960
2 /| S Y 61,510 48,247 50,663 33,039 29,323
ChIl e 34,352 24,213 25,940 16,152 13,244
Colombia 49,008 34,990 37,695 17,965 14,376
Costa Rica 11,700 8,878 9,391 3,695 2,863
Dominican Republie. ... - 8,407 6,205 6,596 3,221 2,680
511211 o) 27,448 21,545 22,698 2,580 1,000
El Salvador..._........ ..o 21,952 17,964 18,771 3,350 1,450
(117 1117 - D — 14,320 11,320 11,915 3,547 2,460
5 [0]1]: (1] 1 7,602 5,499 5,930 3,712 2,882
Mexico. 34,927 25,303 26,670 9,769 7,121
Nicaragua ... . 13,035 9,421 10,034 8,276 7,062
Panama R ——— 12,862 9,755 10,258 8,845 8,270
Paraguay A 7,799 6,214 6,582 1,100 650
POTU. e 45,108 32,289 35,000 20,650 15,453
Uruguay.... 10,350 8,686 9,080 1,135 935
11211711 | N AU 72,861 39,995 43,856 12,787 11,519
Central American Countries—Five Universities_..__.__ 2,902 1,362 1,526 — —
Total .. $494,lil $353,716 $376,945 165, 825 134,834
Less—Provision for unrealized exchange adjustments - ) -
(Note A)...... — (6,000)
Total participations less provision for
unrealized exchange adjustment.___________ $165, 825 $128,834
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SETTING SUN SPOTLIGHTS Brahman cat-
tle wending way to corral as evening falls
at this ranch near Leon, Nicaragua. Pure-
bred herd was improved with credit chan-
neled through Banco Nacional de Nica-
ragua.

OTHER FUNDS

As indicated in the chapter on the Bank’s
activities in 1973, a principal concern of
the Inter-American Bank has been that
of mobilizing resources for Latin Ameri-
ca’s development additional to the funds
subscribed by the Bank's membership to
the ordinary capital resources and to the
Fund for Special Operations.

The Bank did so, first by accepting in
administration the Social Progress Trust
Fund to which the United States Govern-
ment contributed a total of $525 million
in the early 1960s. Subsequently it ac-
cepted other funds in administration
from Canada, before that nation became
a member of the Bank, from various
nonmember in Europe and
finally from Argentina.

In addition, the Bank has borrowed
substantial resources in the private and

countries

public capital markets of its own member
countries as well as from a sizable group

of nonmember countries, has obtained
participations in its loans from member
as well as nonmember sources and has
entered into parallel financing arrange-
ments with two nations.

The 1973 developments in these re-
gards are detailed in the chapter on the
Banks’ activities. To give an overall view
of these activities, however, the cumula-
tive arrangements which the Bank has
entered into with other countries up to
Dec. 31, 1973, are briefly detailed in the
following section, and are summarized
in the table on the next page. The ar-
rangements include:

® Borrowings composed of bond sales
and direct loans totaling $502.5 million
in the United States, $319.8 million in
the Latin American members of the Bank
and $814.5 million in 15 nonmember
countries, including Austria, Belgium,
Finland, France, Germany, Israel, Italy,

Japan, the Netherlands, Norway, South
Africa, Spain, Sweden, Switzerland and
the United Kingdom.

e Funds under administration totaling
$525 million for the United States as
detailed previously in the Financial State-
ments of the Social Progress Trust Fund,
$74 million administered for Canada,
$1.8 million for Argentina, and $49.3
million for such nonmember countries as
Germany, Norway, Sweden, Switzerland,
the United Kingdom, as well as the Vati-
can and the Inter-Governmental Com-
mittee for European Migration (ICEM).

® Sale of participations in Bank loans
and other similar arrangements totaling
$61.5 million in the United States and
Canada and $47.5 million in nine other
countries, including Belgium, Finland,
Germany, Italy, Japan, the Netherlands,
Spain, Switzerland and the United King-
dom, as well as United Nations agencies.
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e Parallel or independent financing
agreements with Canada for $15 million
and the Netherlands for $44.4 million.

BOND ISSUES AND LOANS
The $822.3 million raised through bond
sales in the Bank’s membership included:

Latin America—Eight short-term (one,
two and five years) issues for a total of
$319.8 million sold in each of the ycars
from 1966 through 1973.

The United States—Seven issues total-
ing $505 million, including $75 million
in 1962, $150 million in 1964, $110 mil-
lion in 1967, $70 million (of which $2.5
million was sold to South Africa) in
1968 and $100 million in 1970.

The $814.5 million raised through the
sale of bonds and direct borrowings in
15 nonmember countries included:

Austria—Three bond issues totaling
450 million Austrian schillings
($22,959,183), including one each in the
amount of 150 million schillings in
1968, 1969, and 1971, and one Govern-
ment loan of $10,657,596 (equivalent to
200 million schillings).

Belginm—Two bond issues for a total
of 700 million Belgian francs ($17.5 mil-
lion), including 300 million in 1967 and
400 million in 1971.

Finland—A direct loan of $1.1 million
obtained in 1968 from the Bank of Fin-
land.

France—Two bond issues totaling 200
million French francs ($43,478,260),
100 million each in 1971 and 1972.

Germany—Six public bond issues and
two privately-placed loans totaling 760
million Deutsche marks ($283,582,084).
These included one public bond issue of
60 million Deutsche marks in 1964 and
five public bond issues of 100 million
Deutsche marks, one each in 1968, 1969
and 1970 and two in 1972. In addition,
two private placements of 100 million
Deutsche marks each were sold in 1969.

Israel—The purchase in 1966 of bonds
for $3 million, subsequently increased in
1968 to $5 million, in a short-term bond
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issue sold by the Bank primarily in Latin
America.

Italy—Three bond issues totaling 45
billion Italian lire ($73,170,732), includ-
ing two private placements of 15 billion
lire each in 1962 and 1966 and one pub-
lic issue, also of 15 billion lire, in 1969.

Japan—Seven borrowings totaling 33.2
billion yen ($118,571,430). These in-
clude loans from the Export-Import Bank
of Japan of 3.6 billion yen each in 1966,
1968 and 1970 and of 7.2 billion yen in
1971, and a financial arrangement with a
syndicate of Japanese commercial banks
for another 7.2 billion yen, also in 1971;
and a fifth line of credit from the Export-
Import Bank for 5 billion yen and an ar-
rangement with a group of Japanese fi-
nancial institutions for 3 billion yen, both
in 1973.

The Netherlands—Two bond issues to-

Financial Arrangements with Member and
Nonmember Countries and Other Sources

In Thousands of Dollars

taling 66 million guilders ($23,239,436)
including one for 30 million guilders in
1968 and another for 36 million in 1971.

Norway—A bond issue for $4 million
in 1970.

South Africa—The purchase of $2.5
million in a 1968 bond issue sold in the
United States.

Spain—A bond issue and two direct
loans totaling the equivalent of
$31,413,043. These included the purchase
of $5 million in a short-term bond issue
of 1968, a direct loan of $12.5 million
obtained in 1965 from the Instituto
Espaiiol de Moneda Extranjera and a loan
of 800 million pesetas ($13,913,043)
from the Bank of Spain in 1973.

Sweden—Three loans totaling 80 mil-
lion kronor ($17,777,777), including 32
million kronor in 1969, 18 million in
1970 and 30 million in 1972.

- Detail by Arrangements
Parallel and
Bond Issues Funds under Participations Independent
Amount and Loans Administration and Others Financing
Member Countries
Argentina $ 1,770 $ — $ 1,770 $ — § —
Canada 91,526 — 74,000 2,526 15,000
United States 1,086,500 502,500 525,000 59,000 —
Latin America* 319,800 319,800 — — —
Total $1,499,596 $ 822,300 $600, 770 $ 61,526 $15,000
Nonmember Countries
Austria $ 33,617 $§ 33,617 $ —_ $ s $ -
Belgium 18,396 17,500 — 896 -
Finland 11,100 1,100 — 10,000 —
France 43,478 43,478 — — -
Germany 295,971 283,582 12,284 105 -
Israel 5,000 5,000 — —— —
Italy 74,041 73:171 — 870 -
Japan 136,746 118,571 — 18,175 —
Netherlands 67,705 23,239 — 100 44,366
Norway 6,000 4,000 2,000 — —
South Africa 2,500 2,500 — — —
Spain 38,913 31,413 - 7,500 -
Sweden 22,778 17,778 5,000 — —
Switzerland 145,024 135,385 9,231 408 —
United Kingdom 43,949 24,193 18,481 1,275 -
Vatican 1,007 — 1,007 —
ICEM 1,250 - 1,250 — —
UN Agencies 8,197 — — 8,197 —
Total § 955,672 $ 814,527 $ 49,253 $ 47,526 $44,366
GRAND TOTAL $2,455,268 $1,636,827 $650,023 $109,052 $59,366

* Eight short-term dollar-denominated bond issues sold to Latin American Central Banks and other official institutions. As of Dec.
31, 1973, $85.8 million was outstanding in Latin America. A long-term issue in the United States would have a 25-year maturity;

those in other countries would range from 12 to 15 years.




LOANS AND TECHNICAL COOPERATION

Switzerland—Seven bond issues and
loans totaling 440 million Swiss francs
($135,384,614). These included a bond
issue of 50 million Swiss francs in 1966,
a second issue of 60 million in 1968, a
loan of 50 million in 1970, two bond
issues of 60 million each in 1971, and
two additional bond issues of 80 million
each in 1972 and 1973 respectively.

United Kingdom—Bond issues and di-
rect borrowings totaling $24,192,827.
These included a bond issue of 3 million
pounds sterling in 1964 and loans of
20 million Deutsche marks, 1,122,000
pounds sterling, 2.5 million pounds
sterling and $1.5 million in dollars, all
arranged in 1969.

FUNDS UNDER ADMINISTRATION
The funds administered by the Bank for
member countries include:
Argentina—The Government of Ar-
gentina entered into an agreement with
the Inter-American Bank on Nov. 25,
1970, whereby it agreed to make avail-
able special funds in its own currency
to help provide counterpart funds for
Bank-financed development projects in its
sister republics of Bolivia, Paraguay and
Uruguay. As of Dec. 31, 1973, total
loans approved under the arrangement
amounted to $1,770,000.
Canada—Under an agreement entered
into Dec. 4, 1964, between the Bank
and the Canadian International Develop-
ment Agency, the Bank was authorized to
administer Canadian resources to help fi-
nance economic, technical and educational
assistance projects at highly concessional
terms in Latin America. The fund, which
is tied to purchases in Canada, was origi-
nated with 10 million Canadian dollars
and, by Dec. 31, 1973, had grown
to 74 million Canadian dollars. During
1973 the Bank approved a 4.4 million-
Canadian-dollar loan from the fund to
help carry out a minerals survey in Brazil.
That loan brought the total loans ex-
tended from the fund to 19, amounting
to 73.4 million Canadian dollars. Under
the provisions for the admission of

RACE IS ON AS CHILDREN scamper hap-
pily through neat rows of homes built in
Guatemala City for low-income tamilies
with the assistance of a Bank loan pro-
vided in 1969.

Canada as a member of the Bank, all
monies received by the Bank after May 3,
1972, as repayment or interest on loans
authorized under the Agreement will be
transferred to the Fund for Special Op-
erations as a contribution of Canada to
that Fund and will no longer be tied.

United States—Since 1961 the Bank
has administered the Social Progress Trust
Fund under an agreement with the United
States Government. As Administrator, the
Bank was authorized to make commit-
ments of up to $525 million—the total
resources assigned to the Fund by the
United States Government.

Trust Fund loans were devoted to
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social projects in the fields of agriculture,
housing, sanitation and higher education.
The loans were extended at interest rates
of from 2 to 4 per cent, including service
charges, for terms ranging up to 30
years and were repayable in local cur-
rencies. By the end of 1965 virtually the
entire amount was committed.

Funds administered for nonmember
countries include:

Germany—Under an agreement signed
on Aug. 10, 1961, the Federal Republic of
Germany has participated with the United
States and the Bank in a program to fi-
nance the rehabilitation of Bolivia’'s tin
mines. The German funds have been
provided by the Kreditanstalt fir Wied-
eranfbau, the agency charged with financ-
ing the country's foreign aid program. As
of Dec. 31, 1973, these funds totaled
$12,284,000.

105



Norway—The Inter-American Bank on
June 26, 1970, signed an agreement with
the Government of Norway to administer
a $2 million Norwegian Development
Fund for Latin America on an untied
basis at 21/, per cent interest.

Sweden—Under an agreement signed
Dec. 27, 1966, with the Government of
Sweden, the Bank is administering a $5
million Swedish Development Fund for
Latin America on an untied basis. The
amount was entirely lent in 1968.

Switzerland—An agreement between
the Bank and the Government of Switzer-
land signed on Oct. 4, 1973, authorized
the Bank to administer the Swiss De-
velopment Fund for Latin America total-
ing $9,231,000. Loans from the fund,
which is untied, will be made on terms
and conditions similar to those of the
Bank’s Fund for Special Operations.

United Kingdom—Under the terms of
an agreement signed April 18, 1966, the
United Kingdom set up a trust fund of
4,143,000 pounds sterling for loans in
Latin America made on a tied basis. As of
Dec. 31, 1973, loans totaling 4,035,000
pounds sterling had been approved from
this fund. In June 1971, the United
Kingdom established a second trust fund,
which is known as the United Kingdom
Development Fund for Latin America
and which is untied. Through 1973 the
United Kingdom had contributed 4 mil-
lion pounds sterling to this fund. As of
Dec. 31, 1973, the cumulative resources
administered by the Bank for the United
Kingdom totaled 8,035,000 pounds ster-
ling ($18,481,000), all of which had
been committed in loan projects.

The Vatican—On March 26, 1969, the
Bank entered into an agreement with the
Vatican to administer a $1 million de-
velopment fund designed to benefit low-
income groups in Latin America. Known
as the Populorum Progressio Fund, it was
lent in 1970 to finance an agrarian re-
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form program in Colombia,

Inter-Governmental Committee for Eu-
ropean Migration (ICEM)—In 1961 the
Bank entered into an agreement to act as
financial agency for the ICEM in connec-
tion with a loan amounting to $1.25 mil-
lion granted by the ICEM to the Coopera-
tiva de Migragao e Colonizagdo Holambra
in the State of Sdo Paulo, Brazil.

PARTICIPATIONS AND OTHER
ARRANGEMENTS

The Bank has mobilized $109 million in
additional resources through the sale of
participations in loans made from its
ordinary capital resources and its Fund
for Special Operations, as well as through
other arrangements with private com-
mercial banks and other sources from
member and nonmember countries. (This
does not include participations taken by
the Social Progress Trust Fund in loans
from the Fund for Special Operations
which amounted to $174.7 million as of
Dec. 31, 1973.)

These include $59 million in parti-
cipations from United States private banks
and $50 million in participations and
similar arrangements from other countries
including:

Belgium, $896,000; Canada, $2,526,-
000; Germany, $105,000; Italy, $870,000;
Japan, $18 million in purchases by the
Bank of Tokyo Ltd., in maturities from
the Bank’s ordinary capital resources port-
folio and $175,000 in private bank par-
ticipations; the Netherlands, $100,000;
Spain, $400,000 purchased by the Ins-
tituto  Espaiiol de Moneda Extranjera
under a 1965 agreement pledging up to
$7.5 million; Switzerland, $408,000, and
the United Kingdom, $1,275,000. Finally,
Finland pledged $10 million to be dis-
bursed in proportion to purchases made
by the Bank of Finland in conncction
with Bank loans through 1974. A total
of $449,592 of this amount had been

drawn down as of Dec. 31, 1973. In
addition, the United Nations Special
Fund and the United Nations Develop-
ment Programme purchased $8,197,000
in participations in ordinary capital and
Fund for Special Operations loans from
the Bank.

PARALLEL FINANCING

The Bank has entered into agreements
with Canada and the Netherlands to co-
operate in channeling $59.4 million in
funds provided by the two countries into
the development of Latin America, The
parallel or independent financing arrange-
ments include:

Canada—Under an agreement entered
into June 20, 1965, Canada’s Export De-
velopment Corporation has set aside 15
million Canadian dollars for economic
development loans in Latin America in
cooperation with the Bank. Through
Dec. 31, 1973, loans totaling 14 million
Canadian dollars had been approved
under this agreement. This arrangement
was terminated in 1973 and there is
now under consideration another which
would continue to ensure that the Cor-
poration’s funds are available for eco-
nomic development loans in cooperation
with the Bank.

The Netherlands—The Bank also co-
operates with the Netherlands on a
parallel or independent basis in financing
economic development projects in Latin
America. Under an agreement signed
Sept. 30, 1965, a fund of 36 million
guilders ($12,676,056) was established.
This fund has been increased substantially
and now totals 126 million guilders
($44,366,197). The funds are lent by
the Netherlands Investment Bank for
Developing Countries (De Nederlandse
Investeringsbank voor Ontwikkelingslan-
den N.VV.). Loans approved under this
arrangement as of Dec. 31, 1973, totaled
$30.9 million.






INSTITUTE FOR LATIN AMERICAN INTEGRATION

Through its Institute for Latin American
Integration (INTAL). which is based in
Buenos Aires, Argentina, the Bank car-
ried out during 1973 a wide variety of
programs connected with training, re-
search, advisory and information activities
on the region’s integration
movement.

economic

Research
In research INT AL undertook the follow-
ing projects:

Study of the Progress, Problems and
Perspectives of the Integration Process in
Latin  America. INTAL completed its
third report on the progress of economic
integration in Latin America. The report,
which in the future will be issucd an-
nually, covered activities for 1972.

Study of Effective Margins of Pre-
ference. Requested by the Secretariat of
the Latin American Free Trade Associa-
tion (LAFTA), this two-volume study
analyzed the effect of fluctuating margins
of preference on intrazonal trade.

Study of the Trends and Structure of
Foreign Trade among LAFTA Countries.
This study examined the trends, structure
and other characteristics of trade among
the participating nations.

Study of the Purchasing Power of the
Public Sector in Latin America. This
study is to serve as the basis for an analy-
sis of the influence exerted by the estab-
lishment of multinational companies on
the purchasing power of the public sector
in Latin America.

Study of Legal Aspects of Multina-
tional Companies in Latin America. The
study was completed and a report was
submitted to the LAFTA Secretariat,

Study of Legal and Institutional As-
pects of Integration. In 1973 INTAL
completed a study of the legal and in-
stitutional aspects of Latin American eco-
nomic integration, with special reference
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to the Central American Common Market
(CACM) and LAFTA.

Training

As in previous years, INT AL participated
directly in a series of training courses and
offered technical or financial aid for
courses carried out by other research in-
stitutions, including the following:

Seminar on Industrial Policy in Integra-
tion Areas. Conducted in Buenos Aires
in conjunction with the German Founda-
tion for Developing Nations, this seminar
analyzed the industrial policy developed
by the European Economic Community
and its possible application to the integra-
tion program in Latin America. Attend-
ing were 16 Latin American and 11 Euro-
pean officials.

Seminar on Integration Prospects in
Less Developed Countries. This seminar,
held at INTAL'’s headquarters, was de-
voted to the analysis of the problems of
regional economic integration for the less
developed countries, as well as prospects
for the future, and was attended by 24
officials of 9 Latin American countries.

Seminar on the Present Situation and
Prospects of the Regional Integration
Mowvement. This course was conducted for
23 economic and commercial officers of
the embassies of 13 Bank-member coun-
tries in Argentina.

Course on Customs Value. Fifty-one
customs officers from 17 Latin American
countries attended this course, which was
held in Mexico City with the coopera-
tion of the Inter-American School of Pub-
lic Administration (EIAP) of the Getulio
Vargas Foundation. The course was de-
voted to training in application of regu-
lations pertaining to customs value as out-
lined by the Customs Cooperation Coun-
cil of Brussels.

Course on Customs Value. Eleven Latin
American countries were represented at

two such courses, in Bogotd and in Santo
Domingo, designed to train customs per-
sonnel in specific supervisory and orga-
nizational tasks.

Course on Tax Policy and Administra-
tion. Forming part of a joint INTAL-
EIAP program, this course was conducted
in Rio de Janeiro for 35 revenue officers,
about half of whom were from Brazil
and the remainder from other Latin
American countries.

Course on Customs Policy. This course,
also part of the INTAL-EIAP program,
was conducted in Rio de Janeiro with the
participation of a similar number of offi-
cers from Brazil and other Latin Ameri-
can countries.

Seminar on Integration and Foreign
Trade. Eighty businessmen, bankers and
educators attended this course in Rio de
Janeiro, which was co-sponsored by the
Brazilian Bar Association.

Regional Business Congress. A joint
program of INTAL and the Argentine
Federation of Corporations, this Congress,
held in Buenos Aires, sought to analyze
the situation of domestic enterprises in
Latin America. Attending were business
executives, labor leaders and educators
from Argentina and other Latin American
countries.

Conrse on International Law. Orga-
nized jointly with the Department of
International Law of the University of
Sao Paulo, this course examined legal
aspects of intraregional trade and was
attended by 80 university professors and
senior and graduate students.

Course on Border Integration. A joint
program of INTAL and the Center of
Interdisciplinary Studies of the Argentine
Border (CEIFAR), this course analyzed
the development of border areas, partic-
ularly between Argentina and Chile. Held
in Mendoza, Argentina, it was attended



by 27 representatives of the public and
private university sector.

Cooperation with Regional Universities.
Among activities organized by institu-
tions of higher learning in the region,
with the participation of INTAL, were a
study of ways to correlate legislation
among the Andean countries and a post-
graduate course on legal aspects of
economic integration, at the
University Center for Andean Develop-
ment (CINDA); a regional course on
the execution and evaluation of budgets
for Andean Pact countries, conducted in
Lima by the Inter-American Center for
Training in  Public ~Administration
(ICAP) and various Peruvian institu-
tions; a seminar on Latin American and
border integration, conducted in Salta,
Argentina, by the Institute of Regional
Studies of the Catholic University of
Salta; two studies of integration law
conducted by the Law Faculty of the
University of Moron, Argentina; the
Eighteenth Conference of the Inter-
American Bar Federation held in Rio de
Janeiro; a seminar on legal aspects of the
incorporation of new members into the
integration process, organized by the Law
Faculty of the University of Caracas; the
organization of training programs in pub-
lic administration by the Latin American
School of Political Science and Public
Administration (ELACP), and a seminar
on the socio-economic problems of Latin
America conducted in Buenos Aires by
the Faculty of Social and Economic Sci-
ences of the Catholic University of Argen-
tina.

Inter-

Advisory
In addition to the technical cooperation
that it provides for various regional in-
tegration groups, INT AL organized and
conducted, on the Bank’s recommenda-
tion, the Fifth Coordination Meeting of
Latin American Integration Associations.
Other advisory activities during the year
included:

The Cartagena
INTAL provided advisory services to the

Group  Agreement.

Group on studies of ways to reduce trans-
portation costs in landlocked Bolivia, on
subregional highway transportation and
on ways to improve airline service to
stimulate tourism in the Andean coun-
tries. In addition, INTAL cooperated
with the Group in preparing draft regu-
lations for the Andean Court of Justice.

The Central American Common Mar-
ket. During the year INT AL helped the
Permanent  Secretariat of the Central
American Common Market (SIECA) to
carry out studies of the distribution of
costs and benefits in the Central Ameri-
can integration process, of trends and
changes in trade patterns of the Central
American republics, and, in conjunction
with the Central American Institute of
Research  and Industrial Technology
(ICAITI), on the transfer of technology
within the region. In addition, INT AL
cooperated with SIECA and the Central
American Institute of Public Adminis-
tration (ICAP) in the organization of a
seminar in Antigua, Guatemala, and co-
sponsored with ICAP a course on the
administration of integration programs
in San José, Costa Rica.

Latin American Free Trade Associa-
tion. INT AL cooperated with the LAFTA
in four studies—one on multinational
Latin American companies, another on
the effectiveness of margins of prefer-
ence negotiated within the free trade pro-
gram, operation of the Five Party Agree-
ment on highway transportation, and
measures to improve transportation in
the landlocked countries of the region.
In addition, at the request of the LAFTA
Secretariat, INT AL prepared an integra-
tion manual for customs officials and
helped organize a preliminary study on
the development of a secondary market
for Latin American bank acceptances.

Andean  Development — Corporation.
During the year INTAL continued to
cooperate with CAF in the preparation of
the second stage of a study on border
areas started in 1973. In addition, it
helped launch a study on the creation
of a multinational reinsurance company.

River Plate Countries. At the request
of the Argentine Government, INTAL
completed an inventory of multinational
physical integration projects and prepared
two documents for use at the Sixth Meet-
ing of Foreign Ministers of the River
Plate Basin scheduled for 1974—one re-
viewing the history of the integration
effort and the other an inventory of phys-
ical integration projects in the area.

Other Activities. Other activities car-
ried out by INT AL included the updating
of the Inventory of Physical Integration
Projects, the preparation of terms of
reference for a study on investments in
the transportation sectors of Paraguay
and Bolivia, a study of means to improve
transportation in six LAFTA countries,
a study in conjunction with ECLA of
improvements in the transportation sys-
tems of Paraguay and Bolivia and the
organization of two seminars for public
and private transportation personnel in
Paraguay and Bolivia. All of the above
activities were carried out as a result of a
special seminar on transportation held
in late 1972 in Washington.

Publications

The INTAL publications program for
1973 included the following works in
Spanish: "The Integrated Development
of Central America in the Present Dec-
ade,” in 11 volumes; ‘“Latin American
Integration at a Stage of Decisions;”
“The Legal Dimension of Integration,”
in two volumes, one on Latin America
and the other on Europe and Africa;
“Integration Law: New Phenomenon in
International Relations;” “Mexico and
the Economic Integration of Latin
America,” and "“The Creation of a Com-
mon Market: Historical Notes on the
Central American Experience.”

In addition, throughout the year
INTAL issued its monthly Spanish
publication Boletin de la Integracion,
along with an annual summary in Portu-
guese, and two quarterly magazines, Re-
vista de la Integracion and Derecho de
la Integracidn.
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GOVERNORS AND ALTERNATE GOVERNORS

COUNTRY

ARGENTINA
BARBADOS
BOLIVIA
BRAZIL
CANADA

CHILE

COLOMBIA

COSTA RICA
DOMINICAN REPUBLIC
ECUADOR

EL SALVADOR
GUATEMALA
HAITI
HONDURAS
JAMAICA

MEXICO
NICARAGUA
PANAMA
PARAGUAY
PERU

TRINIDAD AND TOBAGO
UNITED STATES
URUGUAY

VENEZUELA

As of Feb. 25, 1974

GOVERNOR

José Ber Gelbard

P. M. Greaves

Jaime A. Quiroga Matos
Antonio Delfim Neto
John N. Turner

Lorenzo Gotuzzo Borlando
Luis Fernando Echavarria
Claudio Alpizar V.
Diégenes H. Ferndndez
Jaime Moncayo Garcia

Guillermo Hidalgo Qiiehl
Jorge Lamport Rodil
Emmanuel Bros

José Abraham Bennaton
David H. Coore

José Lépez Portillo
Juan José Martinez L.
Nicolas Ardito Barletta
César Barrientos

Guillermo Marco del Pont S.

George M. Chambers
George P. Shultz
Carlos E. Ricci

Luis Enrique Oberto

ALTERNATE

Felipe S. Tami

Valerie T. McComie
Manuel Mercado Montero
Ernane Galvéas

Paul Gérin-Lajoie

Eduardo Cano

Germén Botero de los Rios
Claudio A. Volio

Luis Maria Guerrero Gomez
Gustavo Jarrin Ampudia

Edgardo Sudrez Contreras
Augusto Contreras Godoy
Antonio André

Alberto Galeano Madrid
G. Arthur Brown

Ernesto Fernandez Hurtado
Roberto Incer Barquero
Miguel A. Sanchiz

César Romeo Acosta

Luis Giulfo Zender

Eugenio Moore

William J. Casey

Jorge Seré del Campo
Carlos Emmanuelli Llamozas



EXECUTIVE DIRECTORS AND ALTERNATES

NUMBER OF  PER-
VOTES ~ CENTAGE

Raul Barbosa Elected by:
BRAZIL Brazil 58,985.0 11.89
José C. Cardenas (Alternate) Ecuador 3,176.6 0.64
ECUADOR 62,161.6 12.53
Radl Ferndndez Elected by:
ARGENTINA Argentina 58,985.0 11.89
Benjamin Mira (Alternate) Chile 16,295.0 3.29
CHILE 75,280.0 15.18
David B. Laughton Elected by:
CANADA Canada 24,403.0 4.92
Charles T. Greenwood (Alternate)
CANADA
José Luis Montiel Elected by:
NICARAGUA Costa Rica 2,414.2 0.49
Marco Antonio Lopez (Alternate) El Salvador 2,414.2 0.49
COSTA RICA Guatemala 3,176.6 0.64
Haiti 2,414.2 0.49
Honduras 2,414.2 0.49
Nicaragua 2,414.2 0.49
15,247.6 3.09
Hugo Palacios Mejia Elected by:
COLOMBIA Colombia 16,281.0 3.28
Armando Prugue (Alternate) Peru 7,744.6 1.56
PERU 24.025.6 4.84
Ulysses Pereira Reverbel Elected by:
URUGUAY Bolivia 4,693.4 0.95
Julio C. Gutiérrez (Alternate) Paraguay 2,414.2 0.49
PARAGUAY Uruguay 6,223.8 1.25
13,331.4 2.69
lldegar Pérez Segnini Elected by:
VENEZUELA Barbados 839.0 0.17
Knowlson W. Gift (Alternate) Trinidad and Tobago 2,414.2 0.49
TRINIDAD AND TOBAGO Venezuela 31,665.0 6.38
34,918.2 7.04
John M. Porges Appointed by:
UNITED STATES United States 199,839.0 40.29
Kenneth A. Guenther (Alternate)
UNITED STATES
Jestis Rodriguez y Rodriguez Elected by:
MEXICO Dominican Republic 3,176.6 0.64
Eduardo McCullough (Alternate) Jamaica 3,176.6 0.64
PANAMA Mexico 37,965.0 7.65
Panama 2,414.2 0.49
46,732.4 9.42
TOTAL 495,938.8 100.00

As of Feb. 14, 1974
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PRINCIPAL OFFICERS OF THE BANK

President
Executive Vice President

Program Advisor
Controller
Chief, Office of Information

OPERATIONS DEPARTMENT
Manager
Senior Deputy Manager
Deputy Manager, Region |
Deputy Manager, Region Il
Deputy Manager, Region Il|

FINANCE DEPARTMENT
Manager
Deputy Manager-Treasurer

ECONOMIC AND SOCIAL DEVELOPMENT

DEPARTMENT
Manager

Deputy Manager for Economic and

Social Studies

Deputy Manager for Technical
Cooperation

Deputy Manager for Integration

PROJECT ANALYSIS DEPARTMENT
Manager
Deputy Manager

As of Feb. 14, 1974
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Antonio Ortiz Mena
Henry J. Costanzo

Alfred C. Wolf
H. Dennis Madden
Carlos D. Conde

Joao Oliveira Santos
James A. Lynn
Jorge D. Ferraris
Paul J. Colcaire
Heberto Urdaneta

Merlyn N. Trued
José Epstein

Cecilio J. Morales
Pedro Irafieta

Pedro Abelardo Delgado

Néstor Vega Moreno

Guillermo Moore
Juan A. Prado

LEGAL DEPARTMENT
General Counsel
Deputy General Counsels

ADMINISTRATIVE DEPARTMENT
Manager
Deputy Manager

SECRETARIAT DEPARTMENT
Secretary
Deputy Secretary

Arnold H. Weiss
José R. Chiriboga

Freeborn G. Jewett, Jr.

Enrique Pefialosa
William Lee Taylor

Jorge Hazera
Arturo Calventi



CHANNELS OF COMMUNICATION AND DEPOSITORIES

MEMBER COUNTRY CHANNEL OF COMMUNICATION
ARGENTINA Banco Central de la Repdblica Argentina
BARBADOS Ministry of Finance

BOLIVIA Banco Central de Bolivia

BRAZIL Banco Central do Brasil

CANADA Department of Finance

CHILE Banco Central de Chile

COLOMBIA Banco de la Repliblica

COSTA RICA Banco Central de Costa Rica

DOMINICAN REPUBLIC
ECUADOR

Banco Central de la Repiblica Dominicana
Banco Central del Ecuador

EL SALVADOR Banco Central de Reserva de El Salvador

GUATEMALA Banco de Guatemala

HAITI Banque Nationale de la République d'Haiti

HONDURAS Ministerio de Economia y Comercio

JAMAICA Ministry of Finance and Planning

MEXICO Banco de México, S.A.

NICARAGUA Banco Central de Nicaragua

PANAMA Ministerio de Planificacidn y Politica
Econdmica

PARAGUAY Banco Central del Paraguay

PERU Banco Central de Reserva del Pert

TRINIDAD AND TOBAGO
UNITED STATES
URUGUAY

VENEZUELA

As of Feb. 14, 1974

Central Bank of Trinidad and Tobago
Treasury Department

Ministerio de Economia y Finanzas
Ministerio de Hacienda

FIELD OFFICES AND REPRESENTATIVES

DEPOSITORY

Banco Central de la Repdblica Argentina
East Caribbean Currency Authority

Banco Central de Bolivia
Banco Central do Brasil
Bank of Canada

Banco Central de Chile

Banco de la Repiiblica

Banco Central de Costa Rica

Banco Central de la Repiblica Dominicana
Banco Central del Ecuador

Banco Central de Reserva de El Salvador
Banco de Guatemala

Banque Nationale de la République d'Haiti
Banco Central de Honduras

Bank of Jamaica

Banco de México, S.A.
Banco Central de Nicaragua
Banco Nacional de Panama

Banco Central del Paraguay
Banco Central de Reserva del Perii

Central Bank of Trinidad and Tobago
Federal Reserve Bank of New York
Banco Central del Uruguay

Banco Central de Venezuela

ARGENTINA, Alfonso Grados

Cerrito 264, 3er. Piso

(Casilla de Correo No. 181, Sucursal 1)
Buenos Aires

BARBADOS, José Arcadio Chévez
Nile House
Nile Street
Bridgetown

BOLIVIA, Hugo Romero Benavides
Calle Ayacucho 277, 2° Piso
(Casilla 5872)

BRAZIL, Ewaldo Correia Lima
Rua Melvin Jones No. 5-30 Andar
(Caixa Postal No. 728 ZC-00)

Rio de Janeiro, G. B.

CHILE, Mario 0. Mendivil

Bandera 52, 7° Piso

(Casilla de Correo 14315) Correo 21
Santiago

COLOMBIA, Alberto Ibafiez
Carrera 10a, 16-39, 10° Piso
(Apartado Aéreo 12037)

La Paz Bogota

As of Feb. 14, 1974
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FIELD REPRESENTATIVES
(continued)
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COSTA RICA, Rafael Glower Valdivieso
Calle 1y Avenida Central, 5° Piso
Edificio Cosiol

(Apartado Postal 4647)

San José

DOMINICAN REPUBLIC, Peter H. Zassenhaus
Edificio La Cumbre, 3er. Piso

Av. Tiradentes, Ensanche Naco

(Apartado Postal No. 1386)

Santo Domingo

ECUADOR, Gildo Porto Guerra
San Gregorio 120

Esquina 10 de Agosto, 5° Piso
(Apartado Postal 154-A)
Quito

EL SALVADOR, Weston A. Williams
Edificio Montecristo 4° Piso

Plaza las Américas

(Apartado Postal 1991-Zona 1)
San Salvador

GUATEMALA, Julio Sanjinés Goitia
Edificio Etisa, 7° Piso

Plazuela Espafia, Zona 9
(Apartado Postal No. 935)
Guatemala

HAITI, Henry Tenenbaum

Angles Rues du Magasin de L'Etat
et Dantes Destouches

(Boite Postale 1321)
Port-au-Prince

HONDURAS, Arturo Pino Navarro
Edificio Midence Soto, 8° Piso
(Apartado Postal C-73)
Tegucigalpa

JAMAICA, Luis F. V. Browne
Imperial Life Building-2nd Floor
Knutsford Boulevard

(P.0. Box 429 Kingston 10)
Kingston

MEXICO, Guillermo Atria
Paseo de la Reforma 379, 7° Piso

(Casilla de Correo 5-640)
México 5, D.F.

NICARAGUA, César Chaparro

Esquina Calle Rivera con Av. del Campo
Reparto Las Colinas

(Apartado Postal 2512)

Managua

PANAMA, Emilio Ortiz de Zevallos
Edificio de Diego

Avenida Balboa y Calle 40, 3er. Piso
(Apartado Postal 7297)

Panamé 5

PARAGUAY, Herman H. Barger
Yegros 525, 2° Piso

(Casilla de Correo No. 1209)
Asuncién

PERU, Carlos Montero

Avenida Repiblica de Chile 388, 7° Piso
(Apartado Postal 3778)

Lima

TRINIDAD AND TOBAGO, Ataulpho Dos Santos Coutinho
80 Independence Square N.

(P. 0. Box 68)

Port of Spain

Trinidad, W.I.

URUGUAY and LAFTA, Rodolfo Korenjak
Edificio del Banco de Crédito, 5° Piso
18 de Julio 1455

Montevideo

VENEZUELA, Danilo P. Poklepovic
Torre Phelps, 23° Piso

Plaza Venezuela

(Apartado Postal 4344-Carmelitas)
Caracas

INSTITUTE FOR LATIN AMERICAN
INTEGRATION, Radl Alberto Calvo, Director
Cerrito 264

(Casilla No. 39, Sucursal 1)

Buenos Aires, Argentina

EUROPE, Enrique Pérez Cisneros
17 Avenue Matignon
Paris 75008, France






