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Antonio Ortiz Mena of Mexico

Elected President of the Inter-American Bank

On March 1, 1971, Mr. An
tonio Ortiz Mena, former Secre
tary of Finance and Public Credit
of Mexico, takes office as Presi
dent of the Inter-American Bank
succeeding Felipe Herrera, who
resigned his position in October
1970 to return to an academic
career in Chile.

The Bank's new President
was installed at a special meet
ing of the Bank's Board of
Governors to be held in Buenos
Aires, Argentina. In addition to
installing Mr. Ortiz Mena as
President, the Board of Gover
nors will receive a final report
from the outgoing President. The
Board of Governors, the highest
governing body of the Bank, is
composed of one Governor and
one Alternate Governor from
each of the Bank's 23 member
nations.

Mr. Ortiz Mena was elected president of the
Bank for a five-year term, by the Board at a
special meeting held in Washington on November
27, 1970.

For the past 12 years, Mr. Ortiz Mena had
been Mexico's Secretary of Finance and Public
Credit. Prior to that, he served as Director Gen
eral of the Mexican Institute of Social Security

(1952-58), Manager of the Na
tional Mortgage and Public
Works Bank (1947-52), and Di
rector General of Professions in
the Department of Public Educa
tion (1945-46).

Mr. Ortiz Mena's predecessor,
Mr. Felipe Herrera has served as
President of the Inter-American
Bank since its establishment in
1960. Before his election as
President of the IDB, Mr. He-
rra held key positions in the
Chilean government and several
international organizations. In
1952, Mr. Herrera became
Chile's Under Secretary of Econ
omy and Commerce, and the
next year he was promoted to
Minister of Finance. Between
1958 and 1960, he served as one
of the Executive Directors of the
International Monetary Fund,
representing Argentina, Bolivia,

Chile, Ecuador, Paraguay and Uruguay. Mr.
Herrera also represented Chile at the meetings
which drafted the Agreement Establishing the
Inter-American Development Bank.

Mr. Herrera has also been a professor of eco
nomics at the University of Chile, to which he
will return in 1971, and has written books and
articles on a wide range of economic topics.

Argentina To Provide Special Funds Through Bank

For Projects in Bolivia, Paraguay and Uruguay

The Government of Argentina has entered
into an agreement with the Inter-American Bank
through which it will provide special funds in
Argentine currency to help finance development
projects in Bolivia, Paraguay and Uruguay.

The action represents a major step by Argen
tina to assist with the development of its com
paratively less developed neighbors by providing
on a regional basis local counterpart funds re
quired in the execution of certain projects.

Under the agreement, in addition to the con
tributions which it makes to the Bank as a mem
ber, Argentina will make financing available in

its own currency to help provide the local con
tribution for specific projects which the Bank may
finance in those three countries. The first loan
extended from the Argentine funds will help
finance Uruguay's share of the construction costs
of the Fray Bentos Bridge, which will be the first
land link between Uruguay and Argentina.

The agreement entered into between the Bank
and Argentina is the first one the Bank has made
with one of its Latin American member coun
tries. Since 1961 the Bank has administered
special resources—the Social Progress Trust
Fund—for the United States Government and has

(Continued on page 3)
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LOANS APPROVED UP TO DECEMBER 31, 1970

{In mill ons of dollars)

Sectors

Ordinary
Capital Resources

Fund for
Special Operations

Social Progress
Trust Fund Other Resources Total

No. Amount No. Amount No. Amount No. Amount No. Amount

Industry and Mining 90 $ 469.6 31 $ 149.3 - $ - 2 $ 1.7 123 $ 620.6

Agriculture 37 274.1 74 680.5 26 82.1 1 1.0 140 1,066.3

Electric Power 25 358.8 16 191.6
- -

3 25.6 44 576.0

Transportation and Communications 20 248.6 28 412.6 2 5.6 6 17.6 56 684.4

Water Supply and Sewage 17 80.6 35 240.7 32 159.9 1 5.0 85 486.2

Urban Development
- -

15 135.7 32 215.1
- -

47 350.8

Education — — 30 114.7 19 31.3 1 4.0 50 150.0

Preinvestment 2 1.1 48 67.4 5 1.2 8 8.0 63 77.7

Export Financing 14 53.2
- - - - - -

14 53.2

TOTAL 20S $1,486.0 277 $1,992.5 116 S 495.2 22 S C2.9 622 54,065.2

Bank Lends $176.9 Million
During Fourth Quarter of 1970

During the fourth quarter of 1970, the Inter-
American Bank authorized loans totaling $176,-
974,500. This sum includes $174,800,000 in 19
individual loans authorized during the quarter
and $2,174,500 in increases in previous loans
granted for export financing. This brings the total
of the Bank's lending during 1970 to $644,134,-
568, of which $9,162,716 consisted of increases
in export financing. The fourth quarter loans by
source of funds are as follows:

Ordinary Capital Resources: Seven loans for a
total of $59,800,000:

• $11,700,000 to National Financiera, S.A.
(together with $5.8 million from the Fund for
Special Operations) to help finance a project to
irrigate 68,700 acres of land in Mexico's central
State of Hidalgo.

• $2,000,000 to the Banco do Brasil S.A. to
help finance the export of Brazilian capital goods
to other Latin American member countries of the
Bank.

As of December 31, 1970, disbursements on
the 622 loans authorized by the Bank amounted
to $2,153.4 million. This sum represents 52.9
per cent of the total $4,068.6 million in loans
authorized to that date. The following table shows
disbursements during the past five quarters.

Quarter Ending

Cumulative Quarterly
Disbursements Increase

(in millions of dollars)

Disbursements
as per cent of
Authorizations

Dec. 31, 1969 1,725.7 142.7 50.3

March 31, 1970 1,806.3 80.6 52.3

June 30, 1970 1,898.1 91.8 51.4

Sept. 30, 1970 2,014.3 116.2 51.7

Dec. 31, 1970 2,153.4 139.1 52.9

• $8,500,000 to the Republic of Argentina
(together with another $8 million from the ordi
nary capital resources and $17 million from the
Fund for Special Operations) to finance construc
tion and improvements of national trunk highways
in Argentina leading to the first bridge ever built
between Argentina and Uruguay.

• $8,000,000 to the Republic of Argentina
(together with the above mentioned loans) to
help finance Argentina's portion of the cost of
building the Fray Bentos Bridge, the first land
link between Argentina and Uruguay.

• $3,600,000 to the Republic of Uruguay
(together with the equivalent of $1.2 million in
Argentine pesos from funds which the Bank
administers for Argentina) to finance Uruguay's
share of the cost of constructing the Fray Bentos
Bridge.

• $14,000,000 to National Financiera, S.A.
(together with $22 million from the Fund for
Special Operations) to build or improve some
1,120 miles of feeder roads throughout Mexico.

• $12,000,000 to Aluminio del Caroni, S.A.,
to help Venezuela to double its annual produc
tion of primary aluminum from 22,500 to 45,000
metric tons.

Fund for Special Operations: Ten loans amount
ing to a total of $111,200,000:

• $6,000,000 to the Republic of Colombia to
foster an expansion of that nation's planning and
project preparation activities.

• $23,300,000 to the Republic of Peru to con
struct small- and medium-scale irrigation works
designed to boost production on some 74,100
acres of land throughout the country.

• $5,800,000 to National Financiera, S.A.
(together with $11.7 million from the ordinary
capital resources) to finance an irrigation project
benefiting 68,700 acres of land in Mexico's cen
tral State of Hidalgo.

(Continued on page 3)



Bank Borrows $10 Million in Japan
On December 2, 1970, the Inter-American

Bank arranged to borrow 3.6 billion convertible
yen (the equivalent of $10 million) to channel
towards the development of the Bank's Latin
American member nations. This is the third time
since 1966, that the Bank has borrowed capital
from the Export-Import Bank of Japan.

The Bank obtained similar amounts from the
Export-Import Bank of Japan in 1966 and 1968.
In 1969 the Bank of Tokyo, Ltd., supplied $8
million to the Inter-American Bank in the form
of participations in Bank loans.

The 1970 loan was extended for a term of 15
years including a three-year grace period at an
interest rate of 7 per cent annually on amounts
actually drawn down. It will be repaid in 24
semiannual installments, commencing in 1973 and
extending to 1985.

The Bank may effect drawings chargeable to
the loan up to March 31, 1972. Proceeds from
the Japanese loan will be incorporated into the
Bank's ordinary capital resources and will be used
in its ordinary lending operations.

This borrowing is part of the Bank's continuing
program to gain the support of non-member
countries for the development of Latin America.
The Bank has raised development capital in
many of the world's capital markets, and these
efforts have resulted in total borrowings of nearly
$1 billion.

Bank Lends . . .
(Continued from page 2)

• $2,000,000 to the Pan American Health and
Education Foundation to help publish and dis
tribute low-cost medical textbooks in Spanish and
Portuguese for use throughout Latin America.

• $17,000,000 to the Republic of Argentina
(together with the two loans totaling $16.5 mil
lion from the ordinary capital resources described
above) to help build and improve 133 miles of
main and 379 miles of secondary highways con
necting up with the first bridge ever built between
Argentina and Uruguay.

• $6,300,000 to Servicio National de Acue-
ductos y A Icantarillado, to help build or improve
water supply and sewage system in five major
cities in Costa Rica.

• $22,000,000 to National Financiera, S.A.
(together with the $14,000,000 loan from the
ordinary capital resources described above) to
help build and improve some 1,120 miles of
feeder roads throughout Mexico.

• $4,700,000 to Jamaica to help finance a
student loan fund which will primarily benefit
students enrolled at the University of the West
Indies, the College of Arts, Science and Tech
nology, and the Jamaica School of Agriculture.

• $20,000,000 to the Central American Bank
for Economic Integration to finance the first stage
of a program designed to expand and improve
regional highways throughout Central America.

• $4,100,000 to the Dominican Republic to
help build rural water systems designed to benefit
some 354,000 persons in 17 of the nation's 27
provinces.

Antonio Ortiz Mena (left), newly elected President of the
Inter-American Bank, and outgoing IDB President Felipe Herrera
sign a line of credit to finance the export of Mexican railroad
parts to Colombia. Mr. Ortii Mena was Mexico's Secretary
of Finance and Public Credit when the loan was signed in a
1968 ceremony.

Other Resources: Two loans for a total of the
equivalent of $3,800,000:

• 2,808,000 Canadian dollars (equivalent to
$2.6 million) from the funds which the Bank ad
ministers for Canada to enable the Comision de
Estudios para el Desarrollo de la Cuenca del Rio
Guayas, to finance a wide variety of studies for
the development of the Guayas River Basin in
Ecuador.

• $1,200,000 in Argentine pesos from the
funds which the Bank administers for Argentina
(together with the $3.6 million loan from the or
dinary capital resources described above) will
help finance the Republic of Uruguay's portion of
the cost of constructing the Fray Bentos Bridge.

Argentine Fund . . .
(Continued from page 1)

entered into arrangements to administer funds for
Canada, Germany, Norway, Sweden, the United
Kingdom and the Vatican.

The agreement with Argentina was signed in
Buenos Aires on November 24, 1970, by
T. Graydon Upton, Executive Vice President of
the Bank, and by Foreign Minister Luis Maria De
Pablo Pardo for Argentina.

The funds provided by Argentina through the
Bank will be used exclusively to supplement the
local contribution of borrowers when such sup
plementary financing may be needed to make
projects financially feasible. Such financing must
be utilized by the country of the borrower for
expenditures in Argentina.

In appropriate cases, the Bank will consult with
the Argentine Government on projects which
appear to merit financing under the agreement.
If Argentina agrees, the Bank will process the
application in accordance with its normal pro
cedures.



Higher Education has benefited from more than $150 million In IDB loans, helping some 600 Latin American
centers. Students at the University of Chile work in a laboratory financed through a $5 million Bank loan.

Bank Supports Low-Cost Textbook Program
For Latin American Medical Schools

During the fourth quarter, the Inter-American
Bank approved a loan equivalent to $2 million
to help supply modern, low-cost textbooks to
approximately 100,000 Latin American medical
students.

The Pan American Health and Education
Foundation (PAHEF), a nonprofit organization
which received the IDB loan, will use the funds
to purchase, publish and distribute modern med
ical textbooks in both Spanish and Portuguese in
Latin American medical schools.

During the first five years of the program's
operation it is expected that some 740,000 texts
in 22 basic subject fields will be sold, and that
the average student cost will be about half the
current textbook price.

PAHEF will use the IDB loan, in addition to
a $600,000 contribution from the Pan American
Health Organization, to help set up a revolving
fund for the textbook program, which after five
years will support itself through textbook sales.

One of the major problems facing the modern

ization of medical teaching in Latin America is
the shortage of textbooks available at low cost
to the students. Since the high price of most
medical texts is beyond the financial means of
most students, many are forced to rely on such
makeshift study arrangements as relying exclu
sively on class notes and mimeographed copies of
lectures.

Many of the textbooks now used in Latin
America are obsolete. To further complicate the
problem, new issues are relatively few and
printed in limited numbers, because current price
levels limit demand. The program aided by the
Bank aims to overcome this obstacle by provid
ing minimum editions of 10,000 copies, which
would considerably reduce production costs and
final text prices. To ensure that the books selected
are the most suitable for the improvement of med
ical training in the region, a committee of Latin
American medical authorities will review texts to
be published. A part of the IDB loan will also be
used to hire consultants in textbook publishing.

Bank Report Urges Increased Savings in Latin America
Latin America's savings and investments must

be greatly increased, if the continent is to achieve
its self-established goals of economic development
and employment of its growing labor force. This
is the conclusion of a recently published IDB
study of capital markets in Latin America.

Capital markets are one of the basic economic
growth factors in Latin America. In each country,
the institutions of the capital markets act as inter
mediaries between savers and investors, and they
mobilize a significant part of domestic investment.
Since domestic sources finance the largest part of
investment, the report contends, it follows that the
economic growth of the Latin American coun
tries depends on the strength and effectiveness of
its capital markets.

The report also notes that domestic savings and
investments throughout the area have not kept
pace with the rate necessary to achieve the re
gion's desired growth rate. In the early 1960s,
it was estimated that Latin America's gross do
mestic product would increase at an annual rate
of 5 per cent and that its population would grow
by 2.5 per cent. This would allow a per capita
GDP growth rate of 2.5 per cent. During the first

nine years of the decade, the GDP increased at
4.9 per cent, remarkably close to its goal.

Unfortunately savings and investments grew at
a disappointing 4.4 per cent, during the same
period, and the gross investment ratio showed
a downward trend, from 19.4 per cent of the
GDP in 1960 to 18.7 per cent in 1968. Latin
America and the Middle East are the only two
areas of the developing world where this reverse
relationship existed during the 1960s. The IDB
report states that the gross investment rate in
Latin America will have to rise during the 1970s,
if even the current GDP growth rate is to be
maintained.

The most important immediate actions neces
sary to bring about increased savings are the
restoration or maintenance of monetary and fi
nancial stability and to strengthen confidence in
the overall political and social situation in Latin
America, the report contends, and the introduc
tion of greater discipline in public finances and
improvements in the performance of publicly
owned enterprises would also provide a basis for
encouraging larger personal, corporate and gov
ernmental savings.


