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Latin America Should Take Steps Now
To Establish Common Market, Herrera Says

The time is ripe for Latin America to take
specific steps to bring about the establishment of
a Common Market.

This was the principal point made by Felipe
Herrera, President of the Inter-American Develop
ment Bank, in a speech opening a Colloquium on
the Economic Integration of Latin America which
was held at Georgetown University in Washington,
June 22 to 24.

In the speech, the most definitive made by the
Bank President to date on Latin America's eco
nomic integration, Mr. Herrera said a common
market is the only form of association which can
guarantee all member countries the full advan
tages to be expected from economic integration.

This market, he said, should include all the
countries of the region and should be equipped
with the necessary political, institutional, com
mercial and financial instruments to enable it to
operate as an authentic Latin American economic
community.

Mr. Herrera made 12 specific suggestions for
the organization of the Common Market. These
include:

1. The adoption of a general treaty for integra
tion, which would embrace all the countries of the
area, including those presently associated with the
Central American Common Market and the Latin
American Free Trade Association, as well as those
which have not yet joined either system.

2. Defining an institutional framework for the
Common Market, which would include such
"Community Organs" as a Political Council, an
Executive Committee, a Parliament, a Court of
Justice, an Economic and Social Council, and a
Cultural and Technological Council.

3. The establishment of procedures for an auto
matic and progressive elimination of tariffs on
intra-regional trade, together with a mechanism
for achieving a common external tariff.

4. The establishment of provisions to ensure
the unhampered movement of persons, services
and capital among the member countries of the
Common Market.

5. The recognition of the need for a regional
investment policy reflecting planning on a regional
scale.

6. The recognition of the principle of balanced
economic development, which implies that priority
should be given to the relatively less developed
countries.

7. The recognition of the need for long-term
financing of regional investments, including those
required to offset possible imbalances in regional
production resulting from the establishment of the
common market.

8. The establishment of guidelines for the role
of international public cooperation and of private
investment, both domestic and foreign, within the
common market framework.

9. The establishment of bases and objectives
for the financial and monetary policies of the
Common Market countries, in addition to mech
anisms for their coordination on a regional scale.

10. The expression in the treaty of the need
for the participating countries to coordinate their
respective laws in fields directly related to activi
ties covered by the common market.

11. The acceptance of full employment and
safeguards for social rights as objectives of the
common market.

12. The establishment of the necessary mech
anisms to create a "common market of Latin
American science and technology."

New Board of Directors
Elected for 1966-1969 Period

During its Seventh Annual Meeting, the Board
of Governors of the Bank held its third general
election for members of the Bank's Board of
Executive Directors for the period July 1, 1966,
to June 30, 1969.

The Board of Executive Directors is composed
of seven members—six elected by the Latin
American member countries and one appointed
by the United States. Of the six who were elected,
three were new and three were re-elected mem
bers. The new members are:

• Diego Calle Restrepo, of Colombia, elected
by Chile, Colombia and Venezuela. Mr. Calle,
former Ambassador of Colombia in Canada and
former Minister of Economy of Colombia, suc
ceeds Oscar Niemtschik of Venezuela.

• Jose Juan de Olloqui Labastida, of Mexico,
elected by Costa Rica, the Dominican Republic,
Haiti, Honduras, Mexico, Nicaragua, Panama and
Uruguay. Mr. Olloqui, former head of the Depart
ment of Banks, Currency and Investments of
Mexico's Secretariat of Finance and Public Credit,
succeeds Manuel Barros Sierra, also of Mexico.

• Carlos Enrique Peralta Mendez, of Guate
mala, elected by El Salvador and Guatemala.
Mr. Peralta was the Minister of Economy of
Guatemala at the time of his election.

Members re-elected to their positions are:
• Francisco Norberto Castro, of Argentina, re

elected by Argentina and Peru.
• Julio Cesar Gutierrez, of Paraguay, re-elected

by Bolivia and Paraguay.
(Continued on Page 4)



LOAN AUTHORIZATIONS UP TO JUNE 30, 1
(In millions of dollars)
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Resources

Industry
and

Mining
Electric

Agriculture Power

Water Supply
Transports- and

tion Sewage
Pre-

Housing Education investment
Export

Financing

Total

No. Amount

Ordinary
Capital 316.3 150.9 101.0 50.1 41.9 2.4 15.4 129 678^

Fund for Special
Operations 61.5 127.7 23.4 98.0 84.6 23.8 17.5 24.8 99 461.3

Social Progress
Trust Fund 89.3 161.7 218.1 32.1 117 501.2

Other Resources 3.0 1.9 3 4.9

TOTAL 377.8 367.9 124.4 151.1 288.2 241.9 49.6 29.1 15.4 348 1.645.4

Bank Loans Total $91,216,000
In Second Quarter of 1966

During the second quarter of 1966, the Bank
authorized 16 loans totaling $91,216,000. By
sources of funds, loans were:

Ordinary Capital Resources—Three loans total
ing $21,000,000:

• $8,000,000 to National Financiera, S. A., to
finance the third stage of a program being carried
out by the Fondo de Garantia y Fomento a la
Industria Mediana y Pequena to extend credit to
small and medium industries in Mexico.

• $3,000,000 to the Compania Anonima Vene-
zolana de Desarrollo to finance credits for small
and medium private industries in Venezuela.

• $10,000,000 to ADELA, Compania de Inver
sions (Panama), S. A., to finance industrial de
velopment projects throughout the Latin Ameri
can member countries of the Bank.

Fund for Special Operations—Twelve loans
totaling $69,475,000:

• $3,800,000 to the Republic of Argentina to
help complete and equip the Hospital-School
Jose de San Martin of the National University of
Buenos Aires.

• $1,000,000 to the Republic of Argentina to

Disbursements

As of June 30, 1966, disbursements on the 348
loans authorized by the Bank amounted to $665.9
million. This sum represents 40.4 per cent of the
total of $1,645.4 million in loans authorized up
to that date and 52 per cent of the $1,280.1 mil
lion in the 280 loans eligible for disbursement at
the end of the quarter. The following table shows
the rise in disbursements during the past five
quarters:

Disburse-
Cumulative ments as
Disburse- Quarterly per cent of

ments Increase Authoriza-
Quarter Ending (In millions of dollars) tions

June 30, 1965 484.4 41.8 38.2
Sept. 30, 1965 531.3 46.9 39.7
Dec. 31, 1965 586.5 55.2 38.3
Mar. 31, 1966 612.5 26.0 39.3

June 30, 1966 665.9 53.4 40.4

acquire equipment for the Department of Metal
lurgy of the Comision National de Energia
Atomica.

• $1,000,000 to the Banco Industrial, S. A., of
Bolivia for a credit program to help finance pri
vate industrial projects in Bolivia.

• $500,000 to the Fdbrica National de Ce-
mento of Bolivia to expand its cement plant.

• $9,700,000 to the Instituto Colombiano de
la Reforma Agraria to carry out an irrigation and
colonization project in the Department of Bolivar
and complete another in the Department of Valle
fid ChIIC*?!

• $15,000,000 to the Republic of Chile to
complete its section of the Trans-Andean High
way—the most important road link between Chile
and Argentina.

• $5,000,000 to help the University of Chile
improve its Schools of Agronomy, Animal Hus
bandry and Veterinary Medicine.

• $12,050,000 to the Corporation de Servicios
Habitacionales of Chile to help finance the con
struction of 12,000 homes for low-income fami
lies in 75 communities in the country.

• $2,725,000 to the Instituto de la Vivienda of
Honduras to help build 2,800 homes for low-in
come families near Tegucigalpa.

• $700,000 to the Republic of Paraguay to
prepare preinvestment studies needed to carry out
the goals of the nation's National Development
Plan.

• $15,000,000 to the Republic of Peru to help
settle 5,250 farm families in the interior of Peru.

• $3,000,000 to the Central American Bank
for Economic Integration to carry out studies of
specific development projects—both public and
private—in the member countries of the Central
American Bank (Costa Rica, El Salvador, Guate
mala, Honduras, and Nicaragua).

Other Resources—One loan for 800,000 Cana
dian dollars (equivalent to $741,000) from Cana
dian Resources administered by the Bank to the
Republic of Paraguay to carry out studies to im
prove two major highways in the country.



Bank Raises Additional $86.6 Million
For Latin America's Development

15 Latin American Nations Purchase
$57 Million in Short-Term Bonds

During the second quarter of 1966, the Inter-
American Bank raised an additional $86.6 mil
lion in the world's capital markets to increase its
lendable resources.

The funds mobilized for Latin America's de
velopment during the quarter included two bor
rowings and a fund which it agreed to administer.
These were:

• $11.6 million in pounds sterling (4,142,800
pounds) which the Bank agreed to administer for
the United Kingdom for economic assistance proj
ects in Latin America.

• $65 million in short-term dollar bonds sold
by the Bank primarily to central banks in its
Latin American member countries.

• $10 million in freely convertible yen (3.6 bil
lion yen) borrowed in Japan.
United Kingdom

The agreement outlining arrangements under
which the Bank will act for the United Kingdom
as administrator of the $11.6 million fund was
signed at the Bank'sheadquarters, April 18, 1966,
by Sir Patrick Dean, British Ambassador to the
United States and Felipe Herrera, President of
the Bank.

New Increase in Bank's
Resources Under Study

Carrying out instructions of its Board of Gov
ernors, the Board of Executive Directors of the
Inter-American Development Bank is currently
studying the possibility of enlarging its own re
sources—its ordinary capital resources and its
Fund for Special Operations.

Loans extended from the Bank's ordinary capi
tal resources are repayable in the currency or cur
rencies in which they are made. In general, amorti
zation periods on loans extended from the ordi
nary resources are from 8 to 15 years, including
grace periods; but they can range up to 20 years
for economic infrastructure projects.

The resources of the Fund for Special Opera
tions enable the Bank to make loans on terms and
conditions appropriate for dealing with special
circumstances which may arise in specific coun
tries or with regard to specific projects.

Loans from the Fund for Special Operations
are repayable on terms and conditions which are
more flexible than those applying to the ordinary
capital resources. Amortization periods are usually
longer, interest rates lower and repayment may
be made in the currency of the borrower.

In addition, since 1965 the Fund for Special
Operations has been used to finance projects of
a social nature formerly covered by the Social
Progress Trust Fund, the United States Govern
ment Fund administered by the Bank since 1961
as part of the Alliance for Progress program.

(Continued on Page 4)

The fund was part of the $20 million (7,142,-
800 pounds sterling) which the United Kingdom
announced in 1964 that it would make available
for Latin America's development through the
Bank. The first portion of this sum was made
available in September 1964 through the sale by
the Bank of securities equivalent to $8.4 mil
lion in the United Kingdom.

The new resources will be used to make loans
in the member countries of the Bank for projects
which may be agreed to between the parties for
periods ranging from 15 to 25 years and with
grace periods of up to seven years. The Bank will
have primary responsibility for selecting, process
ing and approving loan projects. It will consult
the British Government during the various stages
of project consideration and will obtain its ap
proval before signing loan agreements.
Latin America, Spain and Israel

A total of $57 million of the $65 million bond
issue, known as "Short-Term Dollar Bonds, First
Issue," was sold to central banks or other govern
mental financial agencies in 15 Latin American
member countries of the Bank. The remaining $8
million was sold to governmental entities in Spain
and Israel. It represented the Bank's first sale of
bonds made directly in Latin American markets
and also the Bank's first sale of short-term obliga
tions. The borrowed funds were incorporated in
the Bank's ordinary capital resources and will be
used to make loans for economic development
projects in its Latin American member countries.

The bonds were divided into three maturities:
1-year due April 15, 1967; 2-year due April 15.
1968; and 5-year due April 15, 1971. One-year
bonds bear interest of 5 per cent, 2-year bonds
carry 5Vs per cent per annum, and 5-year bonds
carry 5V4 per cent annually.

The 15 Latin American countries which pur
chased a total of 87.7 per cent of the issue, are:
Argentina, Bolivia, Brazil, Chile, Colombia, Costa
Rica, Dominican Republic, El Salvador, Hon
duras, Mexico, Nicaragua, Paraguay, Peru, Uru
guay and Venezuela.
Japan

An agreement under which the Bank is borrow
ing $10 million in Japan to foster development in
its Latin American member countries was signed
in Tokyo June 27, 1966, by Felipe Herrera,
President of the Bank, and by Teiichiro Morinaga,
President of the Export-Import Bank of Japan,
the agency through which the loan is being ex
tended.

The agreement provides for a loan of 3.6 bil
lion convertible yen for a term of 15 years, in
cluding a five-year grace period, at an interest
rate of 5 per cent annually, on amounts actually
drawn. The loan will be repaid in 20 equal semi
annual installments beginning August 20, 1971.

The Bank may effect drawings on the loan dur-
(Continued on Page 4)



Bank Raises . . .
(Continued from Page 3)

ing the next three years. The proceeds will be in
corporated into the Bank's ordinary capital re
sources and will be used in its ordinary lending
operations. The loan constitutes the first time that
an Asian nation has associated itself with the
Bank's efforts to promote Latin American de
velopment.

Total Arrangements
Including the above arrangements the Bank has

cooperated in channeling more than $1 billion in
funds provided by both member and non-member
countries and private and public agencies—besides
its own resources—as follows:

United
States:

Bonds and Securities

1962 $ 75,000,000
1964 50,000,000
1964 100,000,000

Italy: 1962 24,000,000
1966 24,000,000

Germany: 1964 15,000,000
United Kingdom:

1964 8,400,000
Latin America, Spain

(Short-Term) 65,000,000 $ 361,400,000

Direct Loans

Spain: 1965 12,500,000
Japan: 1966 10,000,000 $ 22,500,000

Funds Administered by Bank

United States
(Social Progress
Trust Fund) 525,000,000

Germany 8,252,000
Canada 18,600,000
United Kingdom 11,600,000
Inter-Governmental

Committee for
European
Migration 1,250,000 s 564,702,000

Other Arrangements

Spain (Participations
in Loans) 7,500,000

Canada (Parallel
or Independent
Loans) 13,950,000

The Netherlands
(Parallel or
Independent
Loans) 10,000,000

Loan Participations
by Private Banks
and Public
Entities 26,883,988 $ 58,333,988

Grand Total $1,006,935,988

Washington to be Site
of Bank's Eighth Annual Meeting

The Eighth Annual Meeting of the Board
of Governors of the Inter-American Develop
ment Bank will be held in Washington, D. C, in
April 1967.

The decision to hold the meeting in Wash
ington was taken at the Bank's Seventh Annual
Meeting in Mexico City in April 1966. It will
be the first time that the Board meets in Wash
ington—site of the Bank's headquarters.

New Increase . ..
(Continued from Page 3)

According to the resolution of the Board of
Governors of the Bank approved April 27, 1966
in Mexico City, the Board of Executive Directors
is to present a report to the former by October 1,
1966 on the possibility of enlarging the resources
of the Bank.

The resolution reads as follows:
"1. That the Board of Executive Directors is

requested to study 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, in the light of its conclusions con
cerning an increase in resources, it is recom
mended that the Board of Executive Directors also
examine the desirability of modifying the provi
sions for the election of Executive Directors set
forth in the Agreement Establishing the Bank.

"3. It is requested that, if feasible, the Board
of Executive Directors present a report and its
recommendations on the foregoing matters to the
Board of Governors not later than October 1,
1966.

"4. The Board of Executive Directors is also
requested to study new means to increase multi
lateral economic assistance to Latin America and
to submit a report to the Board of Governors as
soon as practicable."

New Board . ..
(Continued from Page 1)

• Victor da Silva, of Brazil, re-elected by Bra
zil and Ecuador.

Subsequently the Executive Directors named
their Alternate Executive Directors. These are:

• Carlos Perez de la Cova, of Venezuela, for
Chile, Colombia and Venezuela.

• Alfonso Grados, of Peru, for Argentina and
Peru.

• Alberto Ibafiez Gonzalez, of Bolivia, for
Bolivia and Paraguay.

• Arturo Calventi, of the Dominican Republic,
for Costa Rica, the Dominican Republic, Haiti,
Honduras, Mexico, Nicaragua, Panama and
Uruguay.

• Mario Dalponte, of El Salvador, for El Salva
dor and Guatemala.

• Federico Intriago, of Ecuador, for Brazil
and Ecuador.

Alexander Rosenson is the Alternate Executive
Director for the United States. (As of June 30,
1966, the position of U. S. Executive Director was
vacant.)


