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First Preinvestment

Fund Loan Fosters

Hydroelectric Power in Paraguay

The Inter-American Bank approved the first
loan from its newly-created Preinvestment Fund
for Latin American Integration during the first
quarter of 1967. The Administration National de
Electricidad, Paraguay's electric power authority,
has been granted $225,000 to underwrite feasibil
ity studies for future expansion of its Acaray River
hydroelectric plant.

The Acaray dam, which is currently being con
structed with the help of a $14.2 million Bank
loan, is expected to turn Paraguay into an ex
porter of electric energy to the neighboring na
tions of Argentina and Brazil. The loan thus rep
resents a significant Bank contribution to pro-

(Continued on Page 3)

This 45,000-kilowalt hydroelectric plant being built on
the Acaray River near Asuncion in Eastern Paraguay
will more than double the nation's installed capacity,
and will supply electric power to neighboring countries.

$2.6 Billion, 10-Year
Improvement of South American
Communications Recommended

A survey of telecommunications systems on the
South American continent carried out for the
Bank by Page Communications Engineers, Inc.,
of Washington, D. C. has recommended a 10-year,
$2.6 billion effort to raise telecommunications sys
tems to acceptable standards in ten South Ameri
can countries: Argentina, Bolivia, Brazil, Chile,
Colombia, Ecuador, Paraguay, Peru, Uruguay,
and Venezuela.

It also suggests an additional investment of $50
million to provide seven of these countries with
ground stations which would eventually link their
national systems to satellites for intraregional and
overseas communications.

(Continued on Page 3)
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A Bank-sponsored feasibility study outlines an ex
panded communications network in South America, and
proposes a satellite communications system linked with
seven earth stations whose possible sites are shown above
with interconnected microwave relax circuits.



LOAN AUTHORIZATIONS UP TO
(In millions of dollars)

MARCH 31 , 1967

Resources

Industry
end

Mining Agriculture
Electric

Power

Water Supply
Transporta- and

tion Sewage Housing Education
Pre

investment
Export

Financing

Total

NO. Amount

Ordinary
Capital 317.4 184.1 144.6 50.9 57.0 2.4 26.9 142 783.fl

Fund for Special
Operations 87.9 189.5 54.8 110.5 134.5 58.3 33.6 52.7 138 721.8

Social Progress
Trust Fund 89.3 161.0 218.1 32.1 0.7 117 501.2

Other Resources 1.5 6.5 3.6 8 11.6

TOTAL 406.8 462.9 199.4 167.9 352.5 276.4 65.7 59.4 26.9 405 2.017.9

Bank Lends $104,105,000
During First Quarter of 1967

During the first quarter of 1967 the Bank
authorized 13 loans totaling $104,105,000. By
sources of funds, the loans were:

Ordinary Capital Resources — Three loans
totaling $35,350,000:

• $2,500,000 to the Comision de Valores-Cor-
poracion Financiera National of Ecuador to pro
vide credit facilities for a comprehensive indus
trial development program, especially in food
processing, chemicals, and nonmetallic mineral
products.

• $20,650,000 to the Empresa del Estado Agua
y Energia Electrica of Argentina to help finance a
broad electric power program for three Argentine
provinces.

• $12,200,000 to the Caja de Credito Agrario,
Industrial y Minero to help support a diversified
farm mechanization project in Colombia.

Fund For Special Operations — Eight loans
totaling $65,030,000:
• $11,500,000 to the Central American Bank for
Economic Integration for help in financing infra-

As of March 31, 1967, disbursements on the
405 loans authorized by the Bank amounted to
$857,969,000. This sum represents 42.9 per cent
of the total of $2,017,900,000 in loans authorized
to that date. The following table shows the rise in
disbursements during the past five quarters:

Quarter Ending

Cumulative
Disburse

ments

(In millions

Quarterly
Increase

of dollars)

Disburse
ments as

per cent of
Authoriza

tions

Mar. 31, 1966 612.5 26.0 39.3

June 30, 1966 667.6 55.1 40.5

Sept. 30, 1966 720.8 53.2 41.2

Dec. 31, 1966 798.2 77.4 41.7

Mar. 31, 1967 858.0 59.8 42.5

structure projects of regional scope in the Central
American Common Market area.

• $2,500,000 to the Comision de Valores-Cor-
poracion Financiera for private industrial credit
facilities in Ecuador.

• $22,230,000 to the Empresa del Estado Agua
y Energia Electrica to help expand irrigation fa
cilities as part of a broad agricultural development
program in northern Argentina.

• $10,480,000 to the Province of Santiago del
Estero for a comprehensive farm settlement effort
in Argentina's Dulce River Valley.

• $2,270,000 to the Federation Sindical de
Trabajodores Nacionales de Honduras to assist in
putting up a thousand urban dwellings along with
supporting community facilities.
• $2,950,000 to the Dominican Republic to help
expand and improve the water supply system and
build sewage facilities for Puerto Plata on the
north coast of the country.

• $100,000 to the Republic of Argentina for
technical assistance in helping to establish a rural
electrification agency in the country.
• $13,000,000 to National Financiera, S. A., to
bring more irrigation benefits to both farm and
ranch operations and communities in Mexico's dry
northeast.

• $225,000 to the Republic of Paraguay for a
preinvestment study designed to expand the out
put of the 45,000 kilowatt hydroelectric plant to
supply power to neighboring Argentina and Brazil
and thus contribute to the area's economic inte

gration.

Other Resources — One loan equivalent to
$3,500,000 (3,780,000 Canadian dollars) from
the Canadian Resources administered by the Bank
to the Central Bank for Economic Integration
(CABEI) for improvements in transportation and
communications in Central America.



On January 17, 1967, the Inter-American Bank
sold its fourth bond issue, one for $50 million, in
the United States market. The 5.20 per cent, 25-
year bonds, due January 15, 1992, were offered
through a nation-wide syndicate of 103 investment
banking houses and commercial banks.

The bond sale was made under the joint man
agement of Lazard Freres & Co., Lehman Broth
ers and Blyth&Co., Inc. The bonds were priced at
100 per cent plus accrued interest.

Through a sinking fund, the Bank will redeem
$2.5 million of the bonds by January 15 in each
of the years 1977 through 1991, at par plus ac-

$2.6 billion . . .

(Continued from Page 1 )

According to the consulting firm, much of the
region's communications plant—telephone, radio,
and cross-country cable systems—is largely out
dated. Modernization of these facilities would
speed economic and social growth nationally and
put the continent a step closer to integration. Out
lays of $2.1 billion are proposed for improving
local telephone service and $510,000,000 for pro
viding better long-distance transmission facilities,
including communications between different points
within South America. This expansion would be
aimed at absorbing the backlog of demands on
over-loaded telephone circuits, setting up local
central offices and standardized long distance fa
cilities, and introducing long distance operators
and inter-city direct dialing.

Satellite ground stations recommended in the
study would be located in Argentina, Brazil,
Chile, Colombia, Peru, Uruguay, and Venezuela.
The satellite system would complement the "ter
restrial" network of wire, cable, high frequency
and wide-band radio facilities now in existence or

to be expanded as outlined in a plan for the de
velopment of the Inter-American Telecommuni
cations Network, approved in 1965 by the Inter
national Telecommunications Union, and later
ratified by the Inter-American Telecommunica
tions Commission. The report emphasizes that
use of a satellite would complement, rather than
compete with, the Inter-American Network, since
it claims that both systems would depend on long
distance domestic networks and efficient urban
telephone facilities in order to operate economi
cally.

As a prerequisite to overhauling South Ameri
can communications, the report recommends that
detailed surveys be made in each of the ten coun
tries so as to determine such financial and admin
istrative needs as rates, plant modernization,
satellite earth stations, management and personnel
organization, planning, and cost control.
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crued interest. The sinking fund will retire ap
proximately 75 per cent of the issue prior to
maturity.

The bonds will not otherwise be redeemable
prior to January 15, 1977. On that date they will
be.subject to optional redemption by the Bank in
whole or in part at 102.60 per cent plus accrued
interest, and at decreasing prices thereafter up
through January 14, 1987, and at par thereafter.

The net proceeds of the bond issue will be in
cluded in the ordinary capital resources of the
Bank and will be used in the Bank's ordinary lend
ing operations to make loans for economic de
velopment projects. Loans made from the ordinary
capital resources are repayable in the currency in
which they are extended.

Through March 31, 1967, the bond sale
brought the total sold in the United States market
to $275 million. The Bank had also borrowed or
arranged to borrow a total of $170,333,798 in
capital markets outside the United States, bring
ing all borrowings as of that date to $445.3 mil
lion, distributed as follows:

Year of Issue

1962

1964

1964

1967

1962

1966

1964

1964

1966

1965

1966

BONDS (Long-Term)
Country

United States $

United States

United States

United States

Italy
Italy
Germany
United Kingdom
Switzerland

Dollar Value

! 75,000,000
50,000000

100,000,000

50,000,000
24,000,000
24,000,000
15,000,000

8,400,000
11,400,000

BONDS (Short-Term)
Latin America $ 65,000,000

DIRECT LOANS

Spain

Japan

12,500.000

10,000,000

First Preinvestment Loan . . .
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grams to interconnect Latin America's electric
power systems and thus advance the region's eco
nomic development.

The Preinvestment Fund for Latin American
Integration was established in 1966 by the Bank to
finance studies of projects whose benefits spread
beyond the boundaries of a single country and
which will spur Latin America's economic inte
gration and accelerate its development. The Fund
is made up of $15 million set aside from the
Bank's Fund for Special Operations and $1.5
million supplied by the United States from the
Bank's Social Progress Trust Fund.



Bank President Calls for Higher Investments
To Meet Latin America's Development Needs

Latin America must substantially increase its
level of investment in the near future in order to
maintain a modest rate of economic growth, ac
cording to Felipe Herrera, President of the Inter-
American Bank.

Mr. Herrera said that in the 1960-65 period in
vestment in the region rose at a rate of barely 3.3
per cent annually, while population expanded at
a rate of 2.7 per cent. Thus, he noted, Latin
America has been adding only a little more than
one-half of 1 per cent of capital per inhabitant
each year to meet the basic needs of its rapidly-
expanding population, now numbering 245 million
people.

Mr. Herrera discussed Latin America's future
investment needs at the XXXIII Convention of
the Association of Mexican Bankers in Monterrey.
Mexico, March 4, 1967.

He attributed Latin America's "dangerously
low" rate of capital formation to the problems
connected with its external trade, its domestic sav
ings rate and the terms of obtaining external re
sources for development.

He said that Latin America's exports, which
traditionally have spearheaded the region's growth,
have lagged in recent years. He noted that while
world exports expanded in the past 10 years at an
average annual rate of 7.7 per cent, Latin Ameri
ca's grew at a rate of only 3.9 per cent. This has
meant that Latin America's share of the total
world exports has dropped from 8.6 per cent to
6 per cent.

The region's growth will continue to lag if ex
ports "fail to find receptive conditions in the inter
national markets or if the terms of trade are un
favorable to our countries," he added.

The region has sought to attenuate this nega
tive external factor through economic integration,
Mr. Herrera said. Intraregional trade rose from
8.6 per cent of Latin America's total trade in 1961
to 14 per cent in 1965, as the Central American
Common Market and the Latin American Free
Trade Association agreements began to be imple
mented, he added.

Together with the weakening in its external sec
tor, Latin America has undergone a marked in
crease in its foreign indebtedness, Mr. Herrera
said, with dollar obligations of more than one
year rising from $4.3 billion in 1956 to more than
$11.6 billion in 1965.

Fortunately, over half the external indebted
ness incurred by the region in the 1961-65 period
of the Alliance for Progress has been for specific
economic development purposes, having averaged
$1 billion per year, compared with $340 million
in the previous five years, Mr. Herrera said. He
noted that 60 per cent of this lending has been
channelled through multi-national agencies and
that the Inter-American Bank has played a lead
ing role in this connection. Greater participation
of international public agencies in financing Latin
American development, he added, has additionally
served as a compensatory factor to the decrease
of direct private investment which has been oc
curring in the region.

Mr. Herrera said external participation in the
total investment effort has been relatively small
compared with domestic participation. In the
decade of the 1950's, only 10 per cent of the funds
invested in Latin America came from external
sources and in the 1960's the proportion was even
smaller.

At any rate, he added, the external and local
effort has not generated a volume of investment
large enough to meet the expanding needs and de
velopment opportunities of Latin America.

For this reason, he said, any policy for Latin
American economic growth must give fundamental
consideration to ways of raising the volume of in
vestment.

To achieve this goal, it is indispensable that
Latin America accelerate and make more viable
its internal savings-investment process, Herrera
said. He noted that in the last five years various
countries have made great strides in the field of
tax revenue, in improving and strengthening local
banking and financial mechanisms, and in intro
ducing monetary stability.

It is essential that this progress continue, he
added, since the amount of external financing
which can be channelled to the region presupposes
an effective capacity to absorb it in terms of ad
ministrative ability, the existence of a domestic
capital counterpart, and the availability of invest
ment projects and programs.

During the first quarter of 1967 the Bank pub
lished the Sixth Annual Report of the Social Prog
ress Trust Fund, which is titled Socio-Economic
Progress in Latin America. This is a comprehen
sive, 413-page study of economic and social trends
in Latin America over the past few years, with
special emphasis on progress achieved during the
current Alliance for Progress Decade.

The Bank's own report, the Seventh Annual Re
port of the Inter-American Development Bank,
will be made public in late April, 1967, as will a
country-by-country description of the Bank's loan
operations, which is called Activities, 1961-1966.
Also available is a book titled Community De
velopment: Theory and Practice, which contains
the principal documents of a Round Table dis
cussion held at the Bank's Seventh Annual Meet
ing in Mexico City in April 1966.

Another publication issued by the Bank during
the first quarter of the year is a concise, 23-page
booklet of handy basic information about the
Bank entitled, This Is the Inter-American De
velopment Bank. These and other publications of
the Bank may be secured from:

Information Division
Inter-American Development Bank
808 17th Street, N.W.
Washington, D. C. 20577


