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Leaders from 85 Countries Appeal to All Governments
and Peoples to Act Together on World Food Crisis
The President of the Inter-American

Development Bank, Antonio Ortiz Mena,
and a group of world leaders, have signed
a declaration calling on governments to
adopt realistic and purposeful measures
to meet the world food crisis. The

declaration also contains offers of

support by international organizations,
public and private institutions and private
individuals in the war on poverty.

The appeal, signed by about a thousand
prominent people from 85 countries, was
transmitted to Kurt Waldheim, Secretary-
General of the United Nations.

On signing the document, Mr. Ortiz
Mena reiterated the ideas he expressed at
the Fifteenth Annual Meeting of the
Bank's Board of Governors held recently
in Santiago, Chile.

At that time Mr. Ortiz Mena pointed
^>ut that, in view of the growing scarcity

M food throughout the world, Latin
America cannot fail to take action. "We

must make sure," he said, "that our
agricultural production will not only
meet the region's normal requirements,

New Publications
In recent weeks the IDB issued three

publications for general distribution. The
first. Annual Report 1973, contains a
comprehensive analysis of development
trends in Latin America, a review of
activities, and a country-by-country descrip

tion of loans and technical cooperation
authorized during the period covered. The
other two new publications are: The
Inter-American Development Bank, a basic
information booklet, and Statistical Data on
the Latin American and Caribbean

Countries, a compilation of selected data on
the member countries' area, population and
labor force, gross domestic product and
related ratios, currencies, imports and
exports and net income from tourism.

The publications may be requested from
the Office of Information, Inter-American
Development Bank, 808 17th Street, N.W.,
Washington, D.C. 20577.
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but that it will help to balance the food

shortages so seriously affecting other
regions."

The declaration points out that the
world food situation took a sharp turn
for the worse in 1972 and 1973: stocks

of grain hit an all-time low since the end
of World War il; escalating demand nearly
doubled grain prices; cheaper protein
foods became scarcer, and the world's
fish catch and per caput production of
protein-rich legumes declined.

At the same time, mounting fertilizer
and energy shortages reduced food
production in certain areas and increased
food prices.

Food shortages have created serious
social unrest in many parts of the world.
A monsoon in Asia or a drought in North

America could mean severe malnutrition

for hundreds of millions and death for

many millions.

The signers of the document, noting
that world population will have risen
from 4,000 million to almost 7,000
million in a quarter of a century, state
that "the need to seek solutions is

pressing."
The United Nations, they continue, is

providing leadership on these problems.
In August it will convene the World
Population Conference in Bucharest. In
November, it will convene the World
Food Conference in Rome.

"With these two conferences only a few
months away, we urge governments,
acting before, at and after these two

(Continued on page 2)

Bank mobilizes $89.7 million in Japan,
Israel and Latin American Countries
In the first quarter of 1974, the
Inter-American Development Bank mobi
lized $89.7 million in additional resources
for the development of its member

countries in Latin America and the

Caribbean.

The funds—raised in several countries,
nonmembers as well as members—are

being incorporated into the Bank's

ordinary capital resources for use in
its ordinary lending.

Of the $89.7 million raised, $49.5

Ogawa and Ortiz Mena at signing ceremony

million were in long-term borrowings—
$26.3 million in Japan and $23.2 million
in Venezuela. The remaining $40.2
million came from short-term bonds sold,

at par, in Latin America and Israel.
The loan from Japan—the sixth the IDB

has obtained from the Export-Import
Bank of Japan since 1966—has a final
maturity in 1989, a grace period of 4%

years and an interest rate of VA per cent a
year.

The loan agreement was signed in
Santiago, Chile, during the Fifteenth
Annual Meeting of the IDB's Board of
Governors, by Antonio Ortiz Mena,
President of the Inter-American De

velopment Bank, and Ichiro Ogawa,
Executive Director of the Export-Import
Bank of Japan.

In March, the IDB placed an offering of
100 million bolivars-equivalent to $23.2
million—of its bonds in Venezuela's

capital market. The proceeds of the
issue—the first long-term bond issue the
Bank has placed in Latin America—are
freely convertible into any other
currency.

The bonds have a 13-year maturity,
with a three-year grace period, and bear

(Continued on page 2)



IDB at International Meetings
The Inter-American Development Bank

participates regularly, through representa
tives attending either as guests or observers,

in international meetings on economic and
social development.

Among the recent meetings in which Bank
representatives participated were:

Third Annual Latin American Conference.

Bowling Green, Kentucky. April 11 and 12.
(Sponsored by Western Kentucky Univer
sity).

Ismael Escobar, Chief of the Education,

Science and Technology Section, repre

sented the Bank.

Mr. Escobar gave a talk on the Bank's
activities in education and participated in a

symposium on energy development in Latin
America, as well as in a debate on the
problems of advanced education in the
region.

Mr. Escobar analyzed the dynamic role
the Bank is playing as an instrument of
international public financing by including
education and training as a basic tool in the

development process.

He mentioned Bank loans for higher,

technical and vocational education, for

scientific and technological development,

and for educational loan funds.

At the symposium on "Latin America's
Natural Resources: Venezuela as an

Oil-exporting Country," Mr. Escobar said
that, at different periods, some resources

may increase in value and others lose theirs
partially or totally, according to the
technology of the time.

Natural resources, he pointed out, are a

dynamic concept dependent on the use man
makes of them through his cultural, social
and technical environment, both as

exploiter and conservationist.
At the meeting on problems of higher

education in Latin America, Mr. Escobar

discussed the current concept of developing
human resources in order to satisfy labor

market demands as well as the social and

cultural aspirations of the American nations.

He emphasized the positive aspects of
education as an instrument for attaining

national development objectives and as a

base for structural institutional indepen

dence.

Mr. Escobar noted that Western Kentucky

University is keenly interested in actively

helping to support Latin American

universities, particularly the Universidad

Austral de Chile and the Universidad

Industrial de Santander in Bucaramanga,

Colombia.

Capital Market in Chile, Santiago, Chile.

March 18-20. (Sponsored jointly by the

Central Bank of Chile and the OAS).

Milic Kybal, Advisor in the Bank's

Economic and Social Development De

partment, attended the First Seminar on the

Capital Market in Chile as an observer.

The meeting was attended by some 150

financial experts and government officials
from Chile and several international

organizations.

A number of papers containing proposals
for the revival of the country's capital

market were discussed. It was noted that

Chile's capital market had reached a fairly
high degree of development around 1940,
but despite a partial recovery in 1960, had
been declining during the last thirty-three
years, with a sharp down-turn since 1971.

The view was that, as was true in Brazil,

in a market economy, a generalized use of
maintenance of value clauses in financial

instruments could bring about a revival of
confidence in such investments, even before

inflation is brought more fully under

control.

CIMMYT Presentation Week. El Batan,

Mexico. Week of March 25.

For the second consecutive year, the

Centra Internacional de Mejoramiento de
Maiz y Trigo (International Center for the
Improvement of Maize and Wheat), invited
representatives of the International Con
sultative Group on Agricultural Research,

Technical Advisory Committee, financing
institutions and members of their boards of

directors, to attend "Presentation Week".
The "Week" was designed to show the

results of the previous year's research.

Jose Soto Angli, of the Training Division,

represented the IDB.

Since its establishment in 1966, the

CIMMYT has sought to strengthen research

and production on programs on maize and
wheat, providing technical cooperation to
the less developed countries. Its aim has
been to benefit as many farmers as possible.

Participants noted the main features of
CIMMYT's program for 1973. That year,

considerable organizational and procedural
changes were made, particularly in relation
to the supply of high-quality varieties of
maize and wheat, professional training, and
cooperation with governments in planning
strategies to attain significant research and
production goals.

They noted also the progress made in the
crossing of spring and summer wheat
varieties for bread-making, as well as in

programs on hard wheat, the main
ingredient of Italian pasta.

Recently CIMMYT has emphasized work
on triticales. Tritical is the first man-made

cereal; it is named after the composition of

wheat and rye—triticum and cecale.
Although this type of crossing goes back

to 1876, stable varieties were not developed
until much later.

The variety now in use as a basis for
crossing is Armadillo. This variety, besides
being very fertile, contains a gene that
transmits dwarfism and produces better

plants than any variety previously de
veloped.

Call for Action on
Food and Population
(From page 1)

global conferences, to consider realistic*
and purposeful measures, such as the"
following":

Giving high priority to programs in each
country to increase the production of
grains, legumes and other staple food
crops; supporting sound population
policies relevant to national needs and
which respect national sovereignty and
the diversity of social, economic and
cultural conditions; accepting and assur
ing the human right of each couple to
decide for themselves the spacing and size
of their families, and recognizing that
the interdependence of the world
community creates an obligation to assist
in the necessary funding of food and
population programs by both developing
and developed countries, which calls for
the elaboration and implementation of a
global strategy by the United Nations and
its family of agencies, including the Food
and Agriculture Organization and the
United Nations Fund for Population
Activities.

Bank Mobilizes
Additional Resources
(From page 1)

an interest rate of 7 per cent a year. They
were purchased by a group of ten
Venezuelan commercial banks headed by

the Banco de Venezuela.

The others are: Banco Mercantil y
Agn'cola, Banco Union, Banco Caracas,
Banco del Centro Consolidado, Banco de

Maracaibo, Banco de la Construccion y de
Oriente, Banco Latinoamericano de
Venezuela, Banco Metropolitano and
Banco de Comercio. The issue was sold at

97 per cent of par value.
On April 15, the Bank announced that

it had sold, at par, $40.2 million of
short-term bonds to central banks or

other government agencies in 16 member
countries and Israel.

The member countries participating in
the issue were: Argentina, Bolivia, Brazil,
Colombia, the Dominican Republic,
Ecuador, El Salvador, Guatemala, Hon
duras, Mexico, Nicaragua, Panama, Peru,
Trinidad and Tobago, Uruguay and
Venezuela.

This last issue placed the Bank's total
borrowings at $1,476 million-$94
million in short-term bonds, mostly irl
Latin America, and $1,382 million*
primarily in long-term bonds in the
United States, Europe, Japan and
Venezuela.



Text of Resolutions Adopted at
Fifteenth Annual Meeting of the
Bank's Board of Governors

The Fifteenth Annual Meeting of the Board of Governors, held in
Santiago, Chile at the beginning of April, approved the Bank's 1973
financial statements and adopted a number of important resolutions on
policies to be followed in the coming months.

Because of their importance to the Bank's member countries, the
resolutions are presented here verbatim:

Financial statements
Financial statement of the Ordinary Capital
Resources (1973). The Board of Governors,
having reviewed the report of the outside
auditors, resolves: That the financial statement

of the Bank with respect to the ordinary capital
resources for the fiscal year ending December
31, 1973, containing the general balance sheet
and the statement of profit and loss, is
approved.

Resolution AG-1/74, approved April 2, 1974.

Financial statement of the Fund for Special
Operations (1973). The Board of Governors,
having reviewed the report of the outside
auditors, resolves: That the financial statement
of the Fund for Special Operations for the
fiscal year ending December 31, 1973,
containing the general balance sheet and the
tatement of profit and loss, is approved.

Resolution AG-2/74, approved April 2, 1974.

Admission of the Bahamas and Guyana

and lending to the Caribbean Develop
ment Bank

Whereas: The Committee of the Board of

Governors, in fulfillment of Resolution
AG-4/73, has presented a report on measures

providing for the admission of new independent
countries of the region to membership in the
Bank;and

It is the desire of the Board of Governors that
the Bank provide for strengthening the
economic development of the members of the
Caribbean Development Bank,

The Board of Governors, resolves: I.To
request the Board of Executive Directors to

prepare appropriate amendments which would:
a) Modify Article II, Section 1 (b) of the
Agreement Establishing the Bank in order to
specify that membership shall be open to the
Bahamas and Guyana, at such times and in
accordance with such terms as the Bank may
determine; and b) Modify the pertinent
provisions of the Agreement Establishing the
Bank for the purpose of enabling it to extend
loans to the Caribbean Development Bank so
that the latter may re-lend in the territories of
its members whether or not they are members
of the Inter-American Development Bank. 2.
The proposed amendments to carry out this
esolution shall be submitted to the Board of

Governors no later than June 1, 1974, for a
vote without a meeting, in accordance with
Section 5 of the By-Laws of the Bank.

Resolution AG-3/74, approved April 2, 1974.

Committee of the Board of Governors

Whereas: The Board of Governors, in
accordance with Resolution AG-3/73 adopted
at the Fourteenth Annual Meeting, held in the
city of Kingston, extended the mandate of the
Committee of the Board of Governors

appointed pursuant to Resolution AG-5/70,
until the Fifteenth Annual Meeting;

The Committee has presented a report on the
activities undertaken since the Fourteenth

Annual Meeting, and

From the said report it follows that it is
advisable to extend and broaden the mandate

of the Committee so that it may continue to
study the matters referred to it.

The Board of Governors resolves: 1. To take

note of the report of the Committee of the
Board of Governors and to express its
appreciation for the work accomplished. 2. To
extend indefinitely and to broaden the mandate
of the Committee in order that it may attend to
such matters as the Board of Governors may
refer to it. 3. To authorize the Committee to

adopt its own rules of procedure which, among
other things, shall provide that all members of
the Board of Governors may participate by
rotation in the work of the Committee and,
furthermore, that the officers of the Committee
shall be changed periodically.

Resolution Ag-4/74, approved April 3, 1974.

Export Financing

The Board of Governors resolves: 1. That the

Board of Executive Directors, taking into
account the document entitled "Latin America

and the Financing of its Exports", is requested
to study the measures and resolutions that may
be necessary to expand the program for the

financing of exports, to which end the Board
may consider the inclusion of other goods for
which financing may be appropriate in
accordance with international practices, as well
as the enlargement of the geographic area of
destination of such exports, particularly to
other developing countries which are members
of the International Monetary Fund with
adequate preference given to the relatively less
developed countries. 2. That in considering the
matters indicated in the preceding paragraph
the Board of Executive Directors examine the

question of whether the Agreement Estab
lishing the Bank permits the Bank to cooperate
with the member countries in the financing of
exports which are not necessarily capital goods
and which may be destined to an area
extending beyond Latin America. 3. That the

Board of Executive Directors report to the
Committee of the Board of Governors no later
than September 30, 1974, in compliance with
this resolution.

Resolution AG-5/74, approved April 3, 1974.

Proposal by Venezuela for establishing a
trust fund

Whereas: It is the function of the Bank to

cooperate with the member countries by
promoting the investment of public and private
capital for development purposes;

The Republic of Venezuela has stated its
intention to enter into agreements with the
Inter-American Development Bank allowing the
Bank to act as one of Venezuela's financial
agents for the channeling and utilization of part
of the resources deriving from petroleum
through the establishment of a trust fund which
would be administered by the Bank as trustee;

In the administration of the fund it would be

desirable for the Bank to use broad and flexible

policies and procedures with the object of
financing, in whole or in part, fields and sectors
of regional importance that the Bank has up to
now been unable to serve out of its own
resources; and

Other member countries may be able to
strengthen the action of the Bank and use it as
an agency for the placement of part of their
resources in the light of the financial
requirements of the region.

The Board of Governors resolves: 1. To
welcome the proposal formulated by Venezuela
to provide for the establishment of a trust fund
to be administered by the Bank as trustee. 2.
To authorize the President of the Bank to

negotiate, with the prior approval of the Board
of Executive Directors, an agreement for the
establishment of the trust fund, part of the
resources of which may be used on
concessionary terms, and to conclude such an
agreement, after review by the Committee of
the Board of Governors, at the earliest possible
time. 3. To allow the agreement to remain open
for adherence by other Latin American member
countries of the Bank which desire to be

included under the same conditions or under

others, in which case such conditions shall be

agreed upon in conjunction with the
Venezuelan Government and the Bank. 4. To

instruct the Board of Executive Directors to

study and propose broad and suitable policies
and procedures making possible prompt and
productive utilization of the trust fund
resources, enabling the trustee, among other
things, to finance large-scale projects providing
for the most suitable utilization of natural

(Continued on page 8)
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Valerie T. McComie, BarbadosJose Ber Gelbard, Argentina Manuel Mercado Montero, Bolivia Paulo Pereira Lira, Brazil

Excerpts from Governors' Addresses

At the Santiago Meeting, the Bank's Governors-most of them are their respective
countries' Minister of Finance, or President of the Central Bank-addressed the
Meeting, making important proposals andsuggestions forfuture Bank activity.

The complete text of their addresses will be issued aspart of the proceedings of the
Meetingin a volume to be published by the Bank.

Excerpts from each address follow:

Jose Ber Gelbard, Governor for Argen
tina: " .. .We are convinced that a valid
strategy leading to the autonomous and
integrated development of our economies
calls for the growing incorporation of
authentic resources. And this is possible
only by expanding and diversifying
exports. The fact is that our countries not
only want an increase in loans linked to
the financing of imports—in other words,
of the exports of the IDB's more
powerful members-they also seek the
establishment of an export policy
beneficial to their national interests, and
this is an aim that the agencies for the
promotion of Latin America's develop
ment should support and foster."

Phillip M. Greaves, Governor for Barbados,
read by Valerie T. McComie, Alter
nate Governor: ". . . my country wel
comes the generous offers of the Gov
ernments of Venezuela and Trinidad

and Tobago to place some of the
resources obtained by the increase in
revenues from the sale of oil at the

disposal of Caribbean and Latin American
countries. I would like to support the
hope that the talks which the President of
the Bank will shortly be having with
other oil-exporting countries will result in
the transfer of substantial, real financial

resources to the developing countries in
this hemisphere .. ."

Manuel Mercado Montero, Alternate

Governor for Bolivia: ". . . we would

welcome with pleasure—because it is an
urgent need—a decision by the manage
ment of the Bank to consider the

possibility of setting up an emergency
fund for providing prompt assistance in
the event of natural disasters such as

some of our countries have had the

misfortune to experience—earthquakes,
floods, etc.—that require the urgent help
of not only our own countries, but also of
international financing institutions, and
most particularly the IDB."

Paulo H. Pereira Lira, Alternate Governor
for Brazil: ". . . higher oil prices also
made essential a full re-examination of

the problem of the financing of transfers
of real resources from the capital-rich

countries to those engaged in the struggle
for development."

Paul Gerin-Lajoie, Alternate Governor
for Canada: ". . . there is no doubt that

this energy crisis threatens the world
economy, and particularly the develop
ment efforts of the poorer countries that
do not produce oil. Obviously, we must
ask ourselves what other consequences of
these upheavals there will be, what conclu

sions an institution such as the Inter-
American Development Bank should draw
from this new situation. These far-reaching
changes call for a re-examination of the
Bank's policies."

Eduardo Cano Quijada, Alternate Gover
nor for Chile: ".. . We attach great
importance to the creation of export
credit insurance and export financing
systems. Our region's exports are not
always able to compete in foreign
markets because of the credit terms

offered by enterprises in the developing
countries."

Luis Fernando Echavarria, Governor for
Colombia: ".. . The Bank must find new
capital resources. For this reason we
commend President Ortiz Mena's initia
tive in order to explore, jointly with the
presidents of the other intemationaJ^^
development banks and the International^^
Monetary Fund, adequate mechanisms
and policies to make possible the rational
use of resources from the oil-producing
countries in financing development
programs . . ."

Claudio Volio, Governor for Costa Rica,
on behalf of the five Central American
countries, read by Augusto Contreras
Godoy, Governor for Guatemala:
". . . The increase in prices of the goods
and services that Central American

countries purchase abroad is seriously
affecting their economies and directly
damaging the execution of the projects
financed with the participation of the
IDB since, with the rise in costs, the
amount of national counterpart funds the
countries have to pay is significantly
higher than originally provided for.
Consequently, it would be advisable to

Jaime Moncayo Garci'a, Ecuador David H. Coore, Jamaica JosS L6pez Portillo, Mexico Carlos Chaves Bareiro, Paraguay
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Paul Gerin-Lajoie, Canada Eduardo Cano Quijada, Chile Luis F. Echavarn'a, Colombia Di6genes Fernandez, Dominican Republi

authorize the Management of the Bank to
grant supplementary financing for those
projects whose costs have undergone
significant increases as a result of world
inflation."

Diogenes H. Fernandez, Governor for the
Dominican Republic: ". . . The non
reimbursable technical cooperation the
Bank has furnished to the relatively less
developed countries has substantially
improved the efficiency of their planning
and preinvestment activities and of their
development institutions and training
programs."

Jaime Moncayo Garcfa, Governor for
Ecuador: ". . . the multilateral nature of

the IDB as a technical and financial

organization at the service of its
developing member countries must be

^preserved and strengthened. In this
"connection, we have drawn attention to
the fact that the decisions of the Board of

Executive Directors must be consistent

with the unquestionable principle of
keeping the Bank above any disputes of a
bilateral nature . . ."

David H. Coore, Governor for Jamaica:

". . . It is particularly pleasing to note,
and to extend to you, Mr. President, our
very special appreciation for the progress
which has been made by the Committee

of the Board of Governors in finding a
formula for the admission of Guyana and
the Bahamas to the Bank. We are

convinced that the Caribbean can make a

significant contribution to hemisphere
solidarity and strength and that the steps
recently taken to promote the integration
of the Caribbean more firmly into the
region will prove to have been fully
justified and worthwhile."

Jose Lopez Portillo, Governor for
Mexico: ". . . Our country shares the
concern expressed by the Bank with
regard to the rate of growth of the
agricultural sector in Latin America. Its
feeble rate of growth also signifies not
only the lack of production of foodstuffs
and raw materials, now aggravated by the
substantial increase in fertilizer prices,
but also acute social problems in the
farming areas and unemployment among
huge segments of the population. Because
of this situation, the Bank's mission in
the agricultural sector must be intensi
fied."

Carlos Chaves Bareiro, Temporary Alter

nate Governor for Paraguay: ". . . We
must express our concern at the
industrialized countries' determination to

increase substantially the price of gold in
order to help minimize the impact of the
oil crisis. In addition to the other adverse

effects such an increase could have on our

countries, this increase in international
liquidity will disproportionately benefit
the developed countries, to the detriment
of developing countries such as ours."

Guillermo Marco del Pont, Governor for
Peru: ". . . we . . . wish to stress the

Bank's increased financial support to the
less developed countries of the region and
the setting up of a mechanism of annual
programming which constitutes the first
attempt to rationalize the percentage

distribution of the loan portfolio. Over
and above any discrepancies in regard to
the amounts tentatively allocated to each

country, it is important that we
Governors have some indication of the

resources that the Bank can place at the

disposal of our countries."

George M. Chambers, Governor for
Trinidad and Tobago: ".. . The Govern
ment of Trinidad and Tobago has taken
the firm decision that the petroleum and
natural gas resources which we are
fortunate to have must be used to

generate the optimal long-term effect on
the social and economic development of
our country—in the creation of jobs, the

expansion of social infrastructure

throughout the country, in the im
provement of rural life and in raising the
living standards of the whole population,
with special emphasis on the lowest
income groups."

George P. Shultz, Governor for the
United States: "... A new record was

achieved in 1973 in the volume of Bank

lending commitments, and I am even
more impressed by the evidence that its
procedures for the selection and

development of sound projects have been
further strengthened. The problems of
the poorest nations, and of the poorest
sectors in each country, are properly

receiving more concentrated attention.
The work of the Group of Controllers
and the increased attention given internal
evaluation add to our confidence for the

future."

Hector Hurtado, Governor for Venezuela:
". . . Valuing nonrenewable resources and
raw materials according to their scarcity
and the effort invested in their

production is no more than a means of
making the international price systems
more rational. Venezuela, which has
benefited from the new oil prices, is

working to have this approach extended
to the products of other Latin American
countries."

Guillermo Marc6 del Pont, Peru George M. Chambers, Trinidad and Tobago George P. Shultz, United States Hector Hurtado, Venezuela



Bank's Legal Staff Carries Out
Multifaceted Activities

The practice of law in an institution such
as the Inter-American Development Bank
offers a lawyer a unique opportunity to
use his craft and skills to the fullest in

helping to create workable projects that
will contribute significantly to the social
and economic progress of the peoples of
the developing areas of the world.

There is hardly an aspect of the
lawyer's craft which is not utilized. The
legal problems of the IDB fall into three
separate but interrelated areas: bor
rowing, lending, and administration.

The IDB must raise the bulk of its

ordinary capital resources in the world's
capital markets, making a broad
knowledge of the borrowing practices in
the various world markets necessary. In
connection with its borrowing operations
in non-member countries, the Bank has
had to surmount some particularly

difficult legal obstacles regarding its
status, since there is no clearly established
legal pigeonhole for international insti
tutions.

In the United States, where purchasers
of the Bank's long-term bonds tend
principally to be state-regulated institu
tional investors, such as insurance
companies, trustees, savings banks and
state and local pension funds, the Bank's
legal counsel is responsible for obtaining
changes in state legislation or regulations
to overcome such obstacles.

Outside the United States, in the

non-member country capital markets,
principally in Europe and Japan, the
Bank's legal counsel must solve problems
dealing with government approval of
borrowings, security regulations, taxation,
and eligibility for institutional invest
ment.

In addition, much legal advice is
required in the relations between the
Bank and commercial banking institu
tions all over the world, which serve as
disbursement or depository agents for the
Bank.

The IDB lends for a large variety of
projects to private as well as govern
mental borrowers. Development lending

differs markedly from commercial bank
lending. Disbursement is made over a long
period of time. Thus the Bank is directly
involved in project supervision and its
attendant problems.

The Bank's loans for agricultural
development, irrigation, water and
sewage, industrial development, trans
portation and communications, roads,

education and health almost always

require considerable institutional reform
by the borrower. This frequently requires
new legislation or administrative changes
in the borrowing country.

The loan process is a very involved one,
requiring economic, technical and legal
studies. The lawyer plays a vital role in
that process. He prepares a legal study of
the borrowers' and guarantors' legal
capacity to enter into the proposed
agreement with the Bank; he is the
principal negotiator of the respective loan
and a guarantee contract.

The fact that the Bank is a vehicle for

social change implies many novel tasks
for Bank lawyers. Water and sewage loans
may require the creation of new

Arnold H. Weiss,

author of this

article, is General

Counsel of the

Inter-American

Development Bank

governing entities—all created in ac
cordance with the laws of the recipient

country. The Legal Department's 23-
lawyer team must have considerable
familiarity with the laws of each member
country to fit these institutional changes
into the local framework.

Overall or "global" loans to inter
mediate credit institutions to finance

specific development projects whose

individual financing requirements are not
large enough to warrant direct Bank
intervention may need the reformulation
of a variety of government or

subgovernmental disciplines.
The lawyers' imagination is frequently

tested. For example, entirely new

international entities have had to be

created in order to construct a dam on a

river which serves as a boundary between

two countries and which will produce
hydroelectric power to be sold to both
countries, or where a bridge has been
built uniting two countries.

An example of the complex nature of
multinational projects is the Puerto
Unzue-Fray Bentos Bridge. To provide a
direct overland route between Argentina
and Uruguay, which are separated by the
Uruguay River and the vast Plate estuary,
the Bank financed a three-mile bridge

between the Argentine port of Puerto
Unzue and the Uruguayan Port of Fray

Bentos. The bridge is located some 60
miles upstream from the mouth of the
Uruguay river and provides a direct road
link from southern Brazil through

Uruguay to Argentina, thus encouraging^
the growth of tourism and trade"
throughout the area of the lower River
Plate basin.

The project presented interesting
operational and legal problems. The
bridge is being built by a joint technical
commission composed of representatives
from both countries. The cost was

apportioned to Argentina at 72 per cent
and Uruguay at 28 per cent. A treaty
between the countries provided for legal
framework under which the financing was
made possible and the project was to be
administered after construction.

Altogether, three separate loans were
made, one to Argentina for the equivalent
of $8 million from the ordinary capital,
composed of United States dollars,
Argentine pesos and Italian lire. Another,
for the equivalent of $3.6 million from
the ordinary capital to Uruguay,
composed of United States dollars,
Swedish kroner and Uruguayan pesos,

and a third loan to Uruguay for the
equivalent of $1.2 million in Argentine
pesos from a special trust fund made
available to the Bank by Argentina to
help finance development projects inj
Bolivia, Paraguay and Uruguay.

While this loan is not necessarily typical
of our projects, since it involves more
than one country, its complexity is not
unusual in the sense that it required the
creation of new institutions to administer

the project or that the financing
encompassed a number of loans from
different sources.

Equally important are the legal
problems directly related to the dis
bursement process. Currently, dis
bursements are running at $400 and $500
million per year. Our borrowers must
adopt bidding regulations that are in
concert with generally recognized norms
of international competitive bidding, as
well as national laws which frequently

include local preference requirements.
Questions relating to letters of credit and
other commercial paper frequently
occupy our attention.

Involved in both the borrowing and
lending operations are the ever-present
problems on maintenance of value of
currencies borrowed and currencies lent.

Truly, while the challenges are greati
the rewards and satisfactions accruing to

a lawyer practicing his profession in an
international financial institution such as

the IDB are indeed significant.



Loans: $106.7 million
Honduras, Nicaragua
["he Inter-American Development Bank

recently approved five important credits
for a total of $106.7 million to Chile,
Honduras, Nicaragua and Panama.

The loans were:

Chile. The IDB approved two loans
totalling $97.3 million for electric power
and agricultural development.

The electric power loan, for $75.3
million from the Bank's ordinary capital
resources, will benefit about 90 per cent
of the country's population, particularly
those living in the central zone.

The agricultural credit, for $22 million
from the Fund for Special Operations,
was approved on March 30, just before
the Fifteenth Annual Meeting of the
Board of Governors. Both loans were

unanimously approved by the Bank's
Board of Executive Directors.

The Bank's funds will help the Empresa

to Chile,
and Panama
Nacional de ElectricidadS.A. (ENDESA),
to build a hydroelectric generating plant
with a capacity of 300,000 kilowatts at
Antuco on the Laja River. The loan will

also enable the enterprise to carry out the
preliminary design studies for Stage I of
the Colbun hydroelectric plant, a
520,000-kilowatt plant to be built in the
future on the Maule River.

The studies will analyze the potential
use of the Maule River's waters to irrigate
approximately 1.1 million acres in the
Central Valley.

The Bank loan, which will be devoted

to the project's foreign exchange costs,
represents 28.7 per cent of the $262
million cost; the remainder will be

provided by Chilean sources.
The Antuco project has enjoyed the high

est priority of the Chilean nation, both
under the present administration of Gov

Procurement Information
Several Latin American countries have

requested bids for goods and services which,

in some cases, are to be acquired with

financial resources furnished by the IDB.

Following are the main facts concerning

such procurement requests:

ARGENTINA: International bid SG-04,

issued by the Comision Tecnica Mixta de

Salto Grande, for designing, manufacturing,
supplying, erecting, and placing in service,

travelling and gantry cranes for the

hydroelectric plant at the Argentine-

Uruguayan international project at Salto
Grande.

Information on bidding requirements and
conditions is available weekdays from 9:30

a.m. to 12:30 p.m., and from 2:30 p.m. to 6

p.m. at Cerrito 264, 4° piso, Buenos Aires,
Argentina, and at Avenida 18 de Julio 1730,
10°piso, Montevideo, Uruguay.

Bids should be received by the Comision
Tecnica Mixta at the Buenos Aires address

given above no later than 3 p.m., June 14,

when they will be opened in the presence of
interested parties.

77?e Comision Tecnica Mixta had

previously called for public bids for

geotechnical explorations in the environs of

the site of the hydroelectric plant.

ECUADOR: The Junta Nacional de

Planificacion y Coordinacion Econbmica has

called for documentary data on qualifi

cations from "interested consulting firms in

Ecuador, the United States and other

countries of the Western Hemisphere south

of the United States (except Cuba), with
previous experience in similar projects, to

participate in technical and feasibility

studies of the Chimbo hydroelectric project

located in the Province of Boh'var, south of

Guranda."

Preliminary studies show two possible

approaches.

One possibility is to reroute the Chimbo

River to the basin of the Chima River, so as

to taker advantage of two drops in water

levels (head)-the first of 1,400 meters and

the second of 250 meters—to put up three

power plants having a combined capacity of

162 MW.

The other possibility is to install three

power plants in the basin of the Chimbo

River. The three plants combined would

utilize a total drop in water level of 1,270

meters and an installed capacity of 178
M.W.

Both alternatives should take into account

the irrigation requirements of the lower

valley of the Chimbo River.

The feasibility study should include:

a) A technical analysis encompassing
hydrological, geological, and topographical

studies; the design of civil works and

electrical and mechanical equipment; and

transport, manpower, building materials and

work programs.

b) An economic analysis, including an
evaluation of the cost of the work and the

rate of return.

c) A study of the projects' integration into
the National Inter-connected System.

d) Optimum use studies of the most

advantageous approaches and of the best

methods of financing and executing the

project.

The quality of the study should be such as

erning Junta President Augusto Pinochet
and of the previous administration of
President Salvador Allende.

Nevertheless, it was not until the final
months of 1973 that ENDESA initiated

an electricity rate structure to enable the
enterprise to generate a substantial part
of the internal savings required to supply
the counterpart funds needed to carry
out the project.

At that time, the new Chilean

Government discarded the previous
proposal for financing the remainder of
the local contribution and proposed a

new system more in accord with the

terms of the country's standby agreement
with the International Monetary Fund. It
was also necessary to bring the project's
cost estimates up to date, based on the
entry into effect of new exchange rates.

The $22 million agricultural loan will
help Chile overcome the serious decline in
farm output which occurred between
1972 and 1973, when agricultural
production fell 25.3 per cent due to a

(Continued on page 8)

to enable it to support a loan application to

an international and financial agency-
should the project be found feasible—for

financing the project's design and con

struction.

The study should be completed no later

than 18 months after the contract is signed.

It will be financed with the proceeds of

the AID 58-L-30 loan and with funds

provided by the Government of Ecuador.

Companies will be paid in United States

dollars and Ecuadorean sucres. It is

expected that the contract will be based on

cost, plus a specific fee.

The Government of Ecuador will classify

interested firms in two categories: Ecua

dorean firms and foreign firms.

Under Ecuadorean law, in order to

undertake the feasibility studies, foreign

consulting firms must become associated

with national firms. Only firms included in

the two lists will be considered eligible to

form the required association.

Appropriate documentation is available at

the Secretariat of the Junta Nacional de

Planificacion y Coordinacion Econbmica, at

Avenida 10 de Agosto No. 600, Quito,
Ecuador.

Foreign firms or associations should

present qualifying documents separately

from, and independently of, Ecuadorean

firms.

Forms will be accepted at the above

address until May 31, 1974, at 4:00 p.m.,

Quito time.

Companies included in the lists of national

and foreign firms, and which meet the

requirements, will receive, in due course,

information on the scope of the work and

the terms of reference, as well as guidelines

on the presentation of bids.



Bank Approves Loans
to Four Countries

(From page 7)

sharp reduction in land under cultivation
and considerable loss in productivity.

The loan will enable the Chilean people
to undertake a short-run agricultural
recovery effort. Under that effort,
production of foodstuffs will be
expanded and a base for the sector's
orderly development will be laid. The
total cost of the project is $42.6 million,
of which the Bank will cover 51.6 per
cent and Chilean sources the remainder.

Early in March of this year, the Paris
Club members—Belgium, Canada, Den
mark, Germany, France, Japan, the
Netherlands, Spain, Sweden, Switzerland,
the United Kingdom and the United
States-refinanced the external debt of
Chile, placing Chile in a better position to
supply the domestic counterpart funds.

Under the project, short, medium and
long-term credits will be provided to
small and medium-scale farms, coopera

tives and farm organizations for pur
chasing farm equipment, installing per
manent improvements and acquiring
seeds, fertilizers, insecticides and related
products.

The recent loans are part of the Bank's
continuous efforts to support Chile's
development programs. In January 1971,
shortly after Mr. Allende assumed office,
the Bank extended two "soft" loans
designed to help improve and expand two
of the country's private universities-the
Universidad Catolica in Santiago and the
Universidad Austral in Valdivia. The two
loans-for $7 million and $4.6 million-
were extended from the Bank's con
cessional Fund for Special Operations.

Seven months later, shortly after a
severe earthquake struck Chile on July 8,
1971, causing damage estimated at $125
million, IDB President Antonio Ortiz
Mena toured the devastated areas with
President Allende to determine emer
gency measures the Bank might take to
help Chile in its reconstruction efforts. Af
terward, Mr. Ortiz Mena proposed, and
the Board of Executive Directors
adopted, changes in the contracts of nine
previous loans.This resulted in the reassign
ment of a total of $16.1 million for
speedy disbursement to help meet the
most pressing rehabilitation needs of the
devastated areas.

In connection with another loan—$13
million extended to Chile's Corporation
de Fomento de la Produccion (CORFO)
for industrial and mining credits in
1969-the Bank took measures in late
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1971 to amend the loan contract so that

the funds could be used. Under the

original contract, only 10 per cent of the
loan could be used for financing projects
in which the borrowing entity, CORFO,
held majority stock. The remainder had
to be used for private projects. Under a
modification of the loan contract,

CORFO was authorized to use up to 49
per cent for enterprises it controlled.

Partly because of these actions, Chile
received during the three-year 1971-73
period actual cash disbursements of
nearly $80 million, including $36 million
in 1971, $22 million in 1972 and $21
million in 1973.

When Mr. Allende came to office, the

Bank was studying two proposals
presented by the previous Chilean
administration. Applications for these two
loans were withdrawn, however, and the
Bank discontinued their consideration.

In December 1972 the Allende

administration presented two additional
loan projects to the Bank-the Antuco
hydroelectric project and one involving
the production of natural gas for export
to neighboring countries.

The latter project is still under
examination by the Bank; the Chilean
authorities hope to have the cor
responding final studies ready for
presentation to the Bank in mid-1974.

Honduras. On April 25, the IDB approved
a $4.4 million loan to help Honduras
establish a system to control and combat
animal diseases and eventually eradicate
brucellosis and tuberculosis in livestock.

The loan, which was extended to the
Republic of Honduras, will be used by
the Ministry of Renewable Natural
Resources (RRNN) to create" the
institutional and health facilities needed
to control animal diseases as the first step
in the creation of an adequate health
infrastructure throughout the five-nation
Central American region before the
Darien Gap Highway in Panama and
Colombia is completed. The highway will
make possible overland travel between
Central and South America.

Nicaragua. On May 2, the IDB approved a
$1.5 million loan to help Nicaragua
implement a forestry conservation project
to be undertaken by the Forestry Unit of
the Instituto de Fomento Nacional
(INFONAC), to strengthen procedures
used to prevent forest fires and to combat
forest diseases in a 667,000-acre area of
savannah currently under control, and to
extend the area of protection and
forestry development by 148,200 addi
tional acres in a natural forest reserve in
the Department of Zelaya.

The cost of the project is estimated at
$2,050,000, of which the Bank loan will
cover 73.2 per cent. Its purpose is to
insure the consolidation and expansion of
the Government's forest conservation and
fire control activities in the northeastern(
part of the country.

Panama. Also on May 2, the Bank
approved a $3.5 million loan to help
Panama develop its fishery resources by
expanding and consolidating small-scale
fishing cooperatives on both coasts.

The loan will be used by the Banco de
Desarrollo Agropecuario (BDA), Pana
ma's national agriculture development
agency, to supply credits necessary to
expand and consolidate four existing
cooperatives, to organize five additional
cooperatives in selected coastal localities
and to organize a cooperative marketing
federation in Panama City.

Resolutions
(From page 3)
resources and the acquisition of capital stock
and the financing of working capital in Latin
American companies, especially in the relatively
less developed countries and the countries of
insufficient market, and to supplement the
Bank's present program for the financing of
exports, including exportsof manufactured and
semimanufactured goods, and exports directed
to countries outside the region.
Resolution Ag-6/74, approved April 3, 1974.

Increase in resources

The Board of Governors resolves: 1. That the
Board of Executive Directors is requested to
carry out a study on the possibility of enlarging
the resources of the Bank by means of an
increase in the authorized capital and an
increase in the resources of the Fund for
Special Operations. 2. That the Board of
Executive Directors provide to the Committee
of the Board of Governors a report as may
facilitate a review of the question of
replenishment by the Committee. Such report
shall be provided in time for consideration by
the Committee at a meeting to be convened in
Washington no later than July 31, 1974. 3.
That the Committee of the Board of Governors
is requested to present recommendationson the
foregoing matter to the Board of Governors no
later than October 1, 1974.
Resolution AG-7/74, approved April 3, 1974.

Place of the next annual meeting

The Board of Governors resolves: That the
Sixteenth Annual Meeting of the Board of
Governors, which the President shall convene at
the appropriate time, shall be held in the city of
Santo Domingo, in the month of April 1975.
Resolution AG-8/74, approved April 3, 1974.
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