The original documents are located in Box 46, folder “5/31/76 HR9721 Increased US
Participation in the Inter‑American Development Bank and Initial US Participation in the
African Development Bank” of the White House Records Office: Legislation Case Files at
the Gerald R. Ford Presidential Library.
Copyright Notice
The copyright law of the United States (Title 17, United States Code) governs the making of
photocopies or other reproductions of copyrighted material. Gerald R. Ford donated to the United
States of America his copyrights in all of his unpublished writings in National Archives collections.
Works prepared by U.S. Government employees as part of their official duties are in the public
domain. The copyrights to materials written by other individuals or organizations are presumed to
remain with them. If you think any of the information displayed in the PDF is subject to a valid
copyright claim, please contact the Gerald R. Ford Presidential Library.
Exact duplicates within this folder were not digitized.

~~I
.. \910

THE WHITE HOUSE
WASHINGTON

111,
ACTION
Last Day: June 2

May 28, 1976

0

MEMORANDUM FOR

THE PRESI~
T

FROM:

JIM CANNO

SUBJECT:

H.R. 9721 - Increased u.s. Participation
in the Inter-American Development
Bank and initial u.s. participation
in the African Development Bank

Attached for your consideration is H.R. 9721, sponsored by
Representative Gonzalez.
The enrolled bill provides for U.S. approval of, and subscription to, increases in the ordinary capital and Fund
for Special Operations of the Inter-American Development
Bank and provides for u.s. membership in the African
Development Bank.
A detailed discussion of the provisions of the enrolled
bill is provided in OMB's enrolled bill report at Tab A.
OMB, Max Friedersdorf, NSC, Bill Seidman, Counsel's Office
(Lazarus) and I recommend approval of the enrolled bill.
RECOMMENDATION
That you sign H.R. 9721 at Tab B.

Digitized from Box 46 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C.

20503

MAY 2 7 1976

MEMORANDUM FOR THE PRESIDENT
Subject:

Enrolled Bill H.R. 9721 - Increased U«S! partici~
pation in the Inter~American Development Bank,
and initial u. s. participation in the African
Development Fund
Sponsor - Rep. Gonzalez (D) Texas

Last Day for Action
June 2, 1976 - Wednesday
Purpose
Provides for u.s. approval of, and subscriptions to, increases
in the ordinary capital and Fund for Special Operations
of the Inter-American Development Bank (IDB) t provides for
U.S. membership in the African Development Fund (AFDF) and
authorizes appropriations for a U.S. subscription; and for
other purposes.
Agency Recommendations
Office of Management and Budget

Approval

Department of the Treasury
Department of State
Agency for International Development
Council on International Economic
Policy
Department of Commerce
National Security Council
Export-Import Bank of the United States
Federal Reserve Board
Department of Justice

Approval
Approval
Approval

Department of Health, Education,
and Welfare

Approval
Approval
No objection
No objection
No objection(Infcrmally)
Defers to other
agencies
Defers to other
agencies

Discussion
The enrolled bill consolidates three Administration proposals pertaining to the IDB and AFDF and adds several
congressional initiatives including an unrelated provision
regarding swine fever.
Inter-American Development Bank ... As requested, the enrolled
bill:
authorizes the u.s. Governor to the IDB (the Secre.,...
tary of the Treasury) to approve a $5~300 million
increase in authorized IDB ordinary capital stock
for loans to Latin American member countries at near
commercial terms and a $1,045 million increase in
the Bankts Fund for Special Operations (FSO) for
loans on very concessional terms;
authorizes appropriations for a $1,650 million U.S.
subscription to the ordinary capital increase, of
which $120 million would be paid-in and the remainder would be in callable capital;
authorizes appropriations for a $600 million FSO
contribution by the United States, all to be paid-in;
authorizes the U.S. Governor to approve membership
in the Bank for industrialized countries outside
the Western Hemisphere;
authorizes the U.S. Governor to approve membership
in the Bank for the Bahamas and Guyana and to approve
IDB loans to the Caribbean Development Bank for
relending to some non-IDB members, and
removes an undesirable restriction from the 1975
FSO appropriation for the IDB which earmarked $50 mil~
lion of the U.S. contribution only for loans to credit
unions and cooperatives.
Provision has been made in the budget for annual install~
ment payments on the ordinary capital contribution during
1976-79 and for FSO installments during 1977-79. The
subscription increases will allow the IDB to increase
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annual lending from both funds during the period. Nevertheless, as a result of U.S. efforts during the IDB replenishment negotiations, u.s. total paid..-in contributions
will be lower than in the previous replenishment since
other industrialized countries and the Latin American
member nations will assume a greater share of the funding
burden.
African Development Fund - In line with an Administration
request, the bill authorizes the United States to partici.,...
pate in the AFDF, the concessional lending facility of the
African Development Bank. The Congress increased the
Administration's request for a $15 million AFDF contribution
by the United States to $25 million and provided for payment
in three annual installments of $9 million, $8 million,
and $8 million. The budget provides for the $15 million
originally requested and, in connection with Secretary
Kissinger's African trip, you approved seeking appropria.,...
tions for the additional $10 million in 1978.
Restrictive Provisions
The bill contains provisions requiring the executive
directors representing the United States in the two banks
to vote against loans to countries which engage in a
consistent pattern of gross violations of human rights
unless the loans will directly benefit needy people.
It
provides that the authorizing committees of the Congress
(Foreign Relations in the Senate and International Relations and Banking, Currency and Housing in the House)
may require written information from the Secretary of
the Treasury demonstrating that a loan will help the
needy.
In determining the human rights practices of a
country, the designated committees are required to consider the extent to which a country is cooperating in
permitting an unimpeded investigation of alleged human
rights violations by appropriate international organizations such as the International Committee of the Red Cross.
These provisions are almost identical to prohibitions on
bilateral.aid for human rights violators included in amendments to the development aid sections of the Foreign Assistance Act which you signed last December. For the AFDF and
the IDB ordinary capital, they are somewhat less restrictive

.-4 ...

because the United States does not have sufficient voting
power (based on the size of our contribution) to stop a
loan. The United States does have veto power over FSO
loans by the IDB, but these loans are intended basically
to be directed at needy people.
The AFDF provisions also call for a negative vote on loans
to countries which give refuge to hijackers, unless such
loans will benefit the needy, and which permit uncompensated expropriation of U.S. private property, unless the
President determines that steps are being taken to provide
prompt, adequate and effective compensation. Provisions
similar to this latter requirement are standard in most
foreign aid legislation.
Swine Influenza
A sense of the Congress provision has been included in
the bill calling for the President to furnish assistance
to countries and international organizations for investigation and planning for the control of swine fever.
Conclusion
Enactment of the bill will demonstrate United States sup.port for two important regional development institutions
and be consistent with the United States position in the
North/South dialogue. No agency commenting on the bill
finds the congressionally added provisions unduly objectionable. While the human rights amendments discussed
above contain some confusing language and are not desirable, we do not believe they are sufficiently objectionable
to warrant disapproval of the bill.
In this connection,
Justicets letter on H.R. 9721 states the view that these
provisions, which permit congressional oversight by the
designated committees but do not authorize a committee
veto of Executive Branch actions, do not raise constitutional questions.
Because of delays in congressional action on the IDB legislation, the United States faces a June 1, 1976, deadline
for approval and subscription to the ordinary capital
increase--a deadline set internationally several months ago.

-5The Treasury Department, therefore, urges that you sign
this bill before June 1 to avoid our having to seek a
special extension of that deadline,

q~n,.a-~

~ssistant Director f~
Legislative Reference
Enclosures

EXECUTiVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C.

20503

MAY 2 7 1976

MEMORANDUM FOR MR. LINDER
Subject:

Presidential action on H.R. 9721

OMB's enrolled bill memorandum on H.R. 9721 --U.S.
participation in the Inter-American Development Bank
and African Development Fund -- is attached,
Although the President's date is June 2, 1976, please
note Treasury's concern, addressed in the last paragraph of our memorandum, that the President act on this
bill before June 1 .
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C.

20503

MAY 2 7 197G

MEMORANDUM FOR THE PRESIDENT
Subject:

Enrolled Bill H.R. 9721 ~ Increased U,S~ partici~
pation in the Inter~American Development Bank,
and initial u. S. participation in the African
Development Fund
Sponsor - Rep. Gonzalez (D) Texas

Last Day for Action
June 2, 1976 - Wednesday
Purpose
.,

1

Provides for u.s. approval of, and subscriptions to, increases
in the ordinary capital and Fund for Special Operations
of the Inter-American Development Bank (IDB) f provides for
U.S. membership in the African Development Fund (AFDF) and
authortzes appropriations for a u.s. subscription; and for
other purposes.
Agency Recommendations
Office of Management and Budget

Approval

Department of the Treasury
Department of State
Agency for International Development
Council on International Economic
Policy
Department of Commerce
National Security Council
Export-Import Bank of the United States
Federal Reserve Board
Department of Justice

Approval
Approval
Approval

Department of Health, Education,
and Welfare

Approval
Approval
No objection
No objection
No objection (Infcr:nally)
Defers to other
agencies
Defers to other
agencies

Discussion
The enrolled bill consolidates three Administration proposals pertaining to the IDB and AFDF and adds several
congressional initiatives including an unrelated provision
regarding swine fever.
1
Inter-American Development Bank ... As requested, the enrolled
bill:
authorizes the U.S. Governor to the IDB (the Secre~
tary of the Treasury) to approve a $5,300 million
increase in authorized IDB ordinary capital stock
for loans to Latin F~erican member countries at near
commercial terms and a $1,045 million increase in
the Bank's Fund for Special Operations (FSO) for
loans on very concessional terms;
authorizes appropriations for a $1,650 million u.s.
subscription to the ordinary capital increase, of
which $120 million would be paid-in and the remainder would be in callable capital;
authorizes appropriations for a $600 million FSO
.contribution by the United States, all to be paid-in;

•

authorizes the U.S. Governor to approve membership
in the Bank for industrialized countries outside
the Western Hemisphere;
authorizes the u.s. Governor to approve membership
in the Bank for the Bahamas and Guyana and to approve
IDB loans to the Caribbean Development Bank for
relending to some non-IDB members, and
removes an undesirable restriction from the 1975
FSO appropriation for the IDB which earmarked $50 mil... lion of the U.S. contribution only for loans to credit
unions and cooperatives.
Provision has been made in the budget for annual install~
ment payments on the ordinary capital contribution during
1976-79 and for FSO installments during 1977-79. The
subscription increases will allow the IDB to
·,~~~
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annual lending from both funds during the period. Nevertheless, as a result of U.S. efforts during the IDB replenishment negotiations, u.s. total paid~in contributions
will be lower than in the previous replenishment since
other industrialized countries and the Latin American
member nations will assume a greater share of the funding
burden.
African Development Fund ... In line with an Administration
request, the bill authorizes the United States to partici~
pate in the AFDF, the concessional lending facility of the
African Development Bank. The Congress increased the
Administration's request for a $15 million AFDF contribution
by the United States to $25 million and provided for payment
in three annual installments of $9 million, $8 million,
and $8 million. The budget provides for the $15 million
originally requested and, in connection with Secretary
Kissinger's African trip, you approved seeking appropria~
tions for the additional $10 million in 1978,
Restrictive Provisions
The bill contains provisions requiring the executive
directors representing the United States in the two banks
to vote against loans to countries which engage in a
consisbent pattern of gross violations of human rights
unless the loans ~ill directly benefit needy people.
It
provides that the authorizing committees of the Congress
{Foreign Relations in the Senate and International Relations and Banking, Currency and Housing in the House)
may require written information from the Secretary of
the Treasury demonstrating that a loan will help the
needy.
In determining the human rights practices of a
country, the designated committees are required to consider the extent to which a country is cooperating in
permitting an unimpeded investigation of alleged human
rights violations by appropriate international organizations. such as the International Committee of the Red Cross.
These provisions are almost identical to prohibitions on
bilateral aid for human rights violators included in amendments to the development aid sections of the Foreign Assistance Act which you signed last December. For the AFDF and
the IDB ordinary capital, they are somewhat less restrictive

because the United States does not have sufficient voting
power (based on the size of our contribution) to stop a
loan. The United States does have veto power over FSO
loans by the IDB, but these loans are intended basically
to be directed at needy people.
The AFDF provisions also call for a negative vote on loans
to countries which give refuge to hijackers, unless such
loans will benefit the needy, and which permit uncompensated expropriation of u.s. private property, unless the
President determines that steps are being taken to provide
prompt, adequate and effective compensation. Provisions
similar to this latter requirement are standard in most
foreign aid legislation.
Swine Influenza
A sense of the Congress provision has been included in
the bill calling for the President to furnish assistance
to countries and international organizations for investi~
gation and planning for the control of swine fever.
Conclusion
Enactment of the bill will demonstrate United States sup~
port for two important regional development institutions
and be consistent·with the United States position in the
North/South dialogue. No agency commenting on the bill
finds the congressionally added provisions unduly objectionable. While the human rights amendments discussed
above contain some confusing language and are not desirable, we do not believe they are sufficiently objectionable
to warrant disapproval of the bill. In this connection,
Justice's letter on H.R. 9721 states the view that these
provisions, which permit congressional oversight by the
designated committees but do not authorize a co~nittee
veto of Executive Branch actions, do not raise constitutional questions.
Because of delays in congressional action.on the IDB legislation, the United States faces a June 1, 1976, deadline
for approval and subscription to the ordinary capital
increase--a deadline set internationally several months ago.
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-sThe Treasury Department, therefore, urges that you sign
this bill before June 1 to avoid our having to seek a
special extension of that deadline.

·q~~.<:7~
~ssistant Director f~
Legislative Reference
Enclosures
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THE WHITE HGVSE
ACTION MEMORANDUM

Date:

a

Time:

28

FOR ACTION:

LOG NO.:

WASHINGTON

SC/S ,__/

{ax Frieders :1orf

~

900am

(for information):

Lazarus~

Bill Seidn~
Spencer Johnson

Jack Marsh
Ju Cavanaugh
Ed Schmults

FROM THE STAFF SECRETARY
DUE:

Dnt~:

1I!Y

Time:

29

noon

SUBJECT:

u.R. 9721- Insreased U.S. participa~ion.in the
Inter-American Development
1k and 1nit1al u.s.
participation in the African Development Fund

ACTION REQUESTED:
-

- For Necessary Action

- - Prepare Agenda and Brief
X

-

-

- For Your Recommendations

- - Draft Reply

- For Your Comments

Draft Remarks

REMA'RKS:

Please return to Judy Johnston, Ground Floor ie•t

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
I£ you have any questions or if you anticipate a
delay in submitting the required material, please
telephone the Staff Secretary im,~)y.

K. R. COLE, JR.
For the President

inq

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

MAY 2 7 1976

MEMORANDUM FOR MR. LINDER
Subject:

Presidential action on H.R. 9721

OMB's enrolled bill memorandum on H.R. 9721 --u.s.
participation in the Inter-American Development Bank
and African Development Fund -- is attached.
Although the President's date is June 2, 1976, please
note Treasury's concern, addressed in the last paragraph of our memorandum, that the President act on this
bill before June 1.
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THE GENERAL COUNSEL OF THE TREASURY
WASHINGTON, D.C. 20220

MAY 2 51976
Director, Office of Management and Budget
Executive Office of the President
Washington, D.C. 20503
Attention:

Assistant Director for Legislative
Reference

Sir:
Reference is made to your request for the views of this Department on the enrolled enactment of H.R. 9721, "To provide for increased
participation by the United States in the Inter-American Development
Bank, to provide for the entry of nonregional members and the Bahamas
and Guyana in the Inter-American Development Bank, to provide for the
participation of the United States in the African Development Fund,
and for other purposes."
Title I of the enrolled enactment amends the Inter~American
Development Bank Act to authorize the United States Governor to
vote for increases in the authorized capital stock of the Bank
and in the resources of the Fund for Special Operations. The u.s.
Governor is also authorized to agree on behalf of the United States
to subscribe to 136,777 additional shares of the capital stock of
the Bank, amounting to $1,650 million, and topay to the Fund for
Special Operations the sum of $600,000,000.
Moreover, Title I authorizes the U.S. Governor to agree to
resolutions relating to the creation of inter~regional capital,
the admission of nonregional members, and an increase in the callable
ordinary capital stock of the Bank. Finally, it authorizes the U.S.
Governor to approve a proposal for the admission of the Bahamas and
Guyana as members of the Bank and for lending to the Caribbean
Development Bank.
Title II of the enrolled enactment authorizes the United States
to join the African Development Fund and to contribute $25 million in
three annual installments of $9 million, $8 million, and $8 million.
Title III expresses the sense of the Congress that the President
should furnish assistance to foreign countries and international
organizations for the investigation and planning for the control of
swine influenza.

- 2 ,...

The enrolled enactment contains provisions directing the Executive
Director representing the United States in the Inter-American Development
Bank and the African Development Fund to vote against extensions of
financial assistance to any country which engages in a consistent
pattern of gross violations of internationally recognized human rights,
unless such assistance will directly benefit the needy people in such
country. While this Department has reservations with regard to such
provisions, it strongly supports the other provisions relating to the
Inter-American Development Bank and the African Development Fund.
The Department recommends that the enrolled enactment be approved
by the President.
Sincerely yours,

/<~::0:~,\
\

~~\
~.-~

DEPARTMENT OF STATE
Washington, D.C.

20520

MAY 2 'I 1916
Dear Mr. Lynn:
The Department of State recommends that the
President promptly sign the bill H.R. 9721, calling
for United States participation in the replenishment
of the resources of the Inter-American Development
Bank (IDB} and an initial contribution to the African
Development Fund (AFDF}.
The bill contains the full
expenditure authorization sought by the Administration
for the IDB.
The Administration's initial request for
the African Fund was for $15 million while the bill
now authorizes a $25 million contribution over three
years.
The Inter-American Development Bank is a main
component of our Latin-American policy.
It is a viable expression of hemispheric cooperation. The Bank's
lending has now replaced United States bilateral aid
as the largest source of development financing for
Latin America.
Under the Bank's replenishment program,
larger and relatively more prosperous Latin nations
are increasing substantially their share of the Bank's
capital. Paralleling this development, ten European
nations plus Japan and Israel will soon join the Bank
and contribute $745 million.
These developments will
further spread the burden of the Bank's operation.
Our participation in the African Development Fund
has been under consideration for years and the delay
in our joining has become a source of embarrassment in
our relations with some African states. They have seen
our failure to back the Fund as an indication of our
lack of interest in African development. American businessmen will remain ineligible to bid on projects financed by the Fund until the United States participates
formally and makes an initial contribution. This legislation authorizes the United States to join the Fund
Honorable James T. Lynn,
Director, Office of
Management and Budget.

- 2 and make an initial contribution. The $25 million
authorized by the bill is now an appropriate amount
for an initial United States' contribution in light
of expansion of the Fund which has taken place since
the original Administration request was made to Congress in 1973.
Three amendments of note have been added by Congress. One proviso calls on the u.s. representative
to each financial institution to vote against loans
for countries engaged in gross violations of internationally recognized human rights. The bill, however,
exempts from such provisions economic assistance which
will directly benef~t the needy people of an offending
country. This provision is comparable to the human
rights amendment included in this year's bilateral
foreign assistance legislation. Although the implementation of such a constraint on the activities of
multilateral institutions may cause some difficulties,
we believe that the amendment cannot be deleted or
significantly improved.
In the section dealing with constraints on the
African Fund relating to human rights (Section 2lla),
Congress also has inserted a clause calling for the
United States to vote against loans for those "providing refuge to individuals commiting acts of international
terrorism, such as the hijacking of an aircraft, unless
such assistance will directly benefit the needy people
in such country." We sought unsuccessfully to have
this provision deleted from earlier versions of the
bill on the grounds that it is unlikely to deter terrorism and yet would require officials to make complex
legal judgments as to whether the recipient of a prospective loan was guilty of terrorism. We believe that
the waiver allowing the United States to support loans
when "such assistance will directly benefit the needy
people ••• " permits us sufficient flexibility to administer this portion of the legislation.
Another amendment calls on the Inter-American
Development Bank to incorporate in its loan programs
an expanded use of light capital or intermediate technology for developing countries. We fully endorse
this initiative.
~·· '••.
A third amendment calls on the United States'
:
representative to the African Development Fund to vot
against loans for the benefit of any country which ha
(1) expropriated American property, (2) repudiated
contracts with American citizens or corporations, or

~

-
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{3) enforced discriminatory taxes or otherwise restricted operations which have the effect of seizing
ownership of property. Exemptions are allowed when
the President determines that steps are being taken
to provide prompt, adequate, and effective compensation. Although no waiver is authorized for other
reasons, such as national interests, we believe the
phrasing of the amendment is the best that can be
obtained.
Finally, a "sense of Congress" resolution calls
on the President to furnish aid to foreign countries
and organizations leading to the control of swine
influenza. We have no objection to this initiative.
Overall, this legislative package is comparable
to the original Administration proposal, and the
Department of State strongly recommends that the
President sign the bill.
Sincerely yours,

A~~u~
Robert J. McCloskey
Assistant Secretary
for Congressional Relations

•'
DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON. D.C. 20523

2 5 MAY 1976
Mr. James Frey
Assistant Director
Legislative Reference
Office of Management and Budget
Washington, D.C. 20503
Re: H.R. 9721
Dear Mr. Frey:
I have received your request for an enrolled bill report on
the subject legislation dealing inter alia with increased
u.s. participation in the Inter-American Development Bank,
and the authorization of participation by the U.S. in the
African Development Fund. A.I.D. recommends that the
President sign the bill into law.
A.I.D. has long supported an active U.S. role in all phases
of the operations of the Inter-American Development Bank as
a demonstration of U.S. concern for the developing nations
of this hemisphere. The proposed increase in the capital
stock at the Bank, the proposed increase in the Bank's
callable capital, and increased resources for the Fund for
Special Operations together with the authorizations of
increased U.S. subscriptions are in accordance with our long
standing development policies for Latin America. Our approval
will also make possible the payment of contributions pledged
by the other members of the Bank. I would note that A.I.D. is
pleased with the inclusion of section 104 of the enrolled bill
which calls attention to the importance of light-capital or
intermediate technologies in the development strategy of the
Bank. A.I.D., as you know, is already heavily involved in the
intermediate technology field and looks forward to working
closely with the IDB in this area.
Similarly, A.I.D.has strongly supported the creation of the
African Development Fund in the hopes that it would play a
vital and constructive role in the development of the African
continent as has the Inter-American Development Bank in this
hemisphere. The authorization of u.s. participation in the
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Fund provided for in the enrolled bill will allow the u.s.
to play an active role in assuring that this institution lives
up to the expectations of both the developing and the developed
nations with regard to its potential contribution to African
development.
Finally, in the legislation on both the IDB and the African
Development Fund, provisions have been included with regard to
assistance to nations which engage in a consistent pattern of
gross violations of internationally recognized human rights.
A. I.D. is deeply concerned about the problem of human rights
and development and, as you know, is implementing legislation
similar to that contained in this bill with regard to our
bilateral assistance programs. While we support the objectives
of human rights provisions contained in H.R. 9721, we would note
that the u.s. role in encouraging improved respect for human
rights through regional institutions such as these may prove to
be a more delicate one than is the case of our own bilateral
program.

zely~:Charles • Gladson
General Counsel

COUNCIL ON INTERNATIONAL ECONOMIC POLICY
WASHINGTON, D.C.

20500

May 25, 1976

MEMORANDUM FOR:
James M. Frey
Assistant Director for
Legislative Reverence
OMB
SUBJECT:

Enrolled Bill Request
H. R. 9721

CIEP recommends Administration concurrence with H. R. 9721.

John C. Bennison
Acting General Counsel

GENERAL COUNSEL OF THE
UNITED STATES DEPARTMENT OF COMMERCE
Washington, D.C. 20230

MAY 2 5 1976
Honorable James T. Lynn
Director, Office of Management
and Budget
Washington, D. C. 20503
Attention:

Assistant Director for Legislative Reference

Dear Mr. Lynn:
This is in reply to your request for the views of this
Department concerning H.R. 9721, an enrolled enactment
"To provide for increased participation by the
United States in the Inter-American Development Bank, to provide for the entry of nonregional members and the Bahamas and Guyana in
the Inter-American Development Bank, to provide
for the participation of the United States in
the African Development Fund, and for other
purposes."
The principal purposes of H.R. 9721 are to authorize an
increase in the United States subscription to the InterAmerican Development Bank, to authorize U.S. participation in
the African Development Fund, and to call upon the President
to render assistance to foreign countries and international
organizations for the investigation and planning for the
control of swine influenza.
The Department of Commerce recommends approval by the
President of H.R. 9721.
Enactment of this legislation would involve no increase
in the budgetary requirements of the Department of Commerce.

Sinc~K

;zal Counsel

3004
NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

May 25, 1976

MEMORANDUM FOR:

Mr. James M. Frey
Assistant Director for Legislative Reference
Office of Management and Budget

FROM:

Jeanne W. Davi~
Staff Secretary

SUBJECT:

Enrolled Bill H. R. 9721

fiiU

The NSC Staff has reviewed the enrolled bill H. R. 9721 regarding
authorizations for the Inter-American Development Bank and Africa
Development Fund, and finds no objection to the President signing it.
We believe, however, that the memo to the President should apprise
him of the human rights provisions contained in this legislation.

EXPORT-IMPORT BANK OF THE UNITED STATES
WASHINGTON, D.C. Z0571

PRESIDENT
AND
CHAIRMAN

CABLE ADDRESS "EXIMBANK"
TELEX 89--461

May 26, 1976

Dear Sirs:
In response to your request of May 24, 1976,
I am pleased to inform you that the Export-Import Bank
of the United States has no objection to signature by
the President of enrolled bill H.R. 9721, "To provide
for increased participation by the United States in the
Inter-American Development Bank, to provide for the
entry of nonregional members and the Bahamas and Guyana
in the Inter-American Development Bank, to provide for
the participation of the United States in the African
Development Fund, and for other purposes."
Sincerely yours,

~ J;0Lt_

Ste~~n ~The Honorable James T. Lynn
Director
Office of Management and Budget
Washington, D. C. 20503
Attention:

James M. Frey
Assistant Director
for Legislative Reference

DuBrul, Jr.

ASSISJ.APIT ATTORNEY GENERAL

~----------

LEGISLATIVE AFFAIRS

lltpartmtnt of llusttrt
llns4tugtnu. il. Qt. 2U53U
May 26, 1976

Honorable James To Lynn
Director, Office of Management and Budget
Washington, D. C. 20503
Dear Mr. Lynn:
This is in response to your request for the views
of the Justice Department on H.R. 9721, an enrolled bill
which, among other things, provides for increased
participation by the United States in the Inter-American
Development Bank and for the participation of the United
States in the African Development Fund.
In general, the role of the United States in these
two organizations is not a matter within the jurisdiction
of the Department of Justice. We therefore defer to
agencies more directly involved as to whether the
President should sign this bill.
We have, however, reviewed sections 28 and 211,
which are concerned with violations of human rights by
recipients of assistance from these two bodies. The two
provisions require United States representatives to vote
against assistance to any country which engages in a
consistent pattern of gross violations of human rights
unless the assistance will directly benefit the needy
people in such country.
In determining whether this standard is being met,
designated congressional committees may require the u.s.
representatives in the two bodies to submit in writing
information demonstrating that the assistance will
directly benefit those persons to which the assistance
is supposed to be directed. In determining whether a
country is a violator of human rights, the designated
committees are directed to give consideration to the

DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE

MAY 2 6 ...1976
\

The Honorable James T. Lynn
Director, Office of Management
and Budget
Washington, D. C.
20503
Dear Mr. Lynn:
This is in response to your request for a report on
H.R. 9721, an enrolled bill "To provide for increased
participation by the United States in the Inter-American
Development Bank, to provide for the entry of nonregional
members and the Bahamas and Guyana in the Inter-American
Development Bank, to provide for the participation of the
United States in the African Development Fund, and for
other purposes."
Title III of the enrolled bill, the only portion of the
bill of direct concern to this Department, states that "It
is the sense of the Congress that the President should
furnish assistance to foreign countries and international
organizations for the investigation and planning for the
control of swine influenza." We have no objection to this
statement of Congressional concern with the possible worldwide significance of an influenza epidemic. Because this
provision is only a minor provision of the enrolled bill,
we defer to other agencies as to the merits of the enrolled
bill as a whole.
Sincerely,

icC1j c>;ie 1/4

Under Secretary
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extent of cooperation of the country in permitting an
unimpeded investigation of alleged violations by
appropriate international organizationso
As we read sections 28 and 211, the designated
congressional committees have the right of oversight
but not to approve or disapprove actions by u.s.
representatives in a way that would be legally binding.
If a committee had the power to veto individual actions,
serious constitutional questions would, of course, be
raised. See, e.g., 41 Op. A.G. 300, 308-09 (1957).
Where Congress has attempted to exercise comparable
powers, the purported rights of Congress or its committees
have been spelled out in explicit terms. Compare the
human rights provision in the Conference Report on the
International Security Assistance and Arms Export
Control Act of 1976, H. Rep. No. 94-1013, pp. 23-25
(vetoed May 7, 1976). The Senate Report on H.R. 9721
describes the human rights provisions as being similar
to that in the Security Assistance bill. S. Rep. Noo
94-673, Po 13. The language is quite different, however.
In keeping with the general rule that legislation be
construed so as to avoid constitutional issues, it is
our opinion that sections 28 and 211 do not authorize a
committee veto of executive branch actions. The
President may wish to point this out in any statement
he may make on the bill.

Michael M. Uhlmann
Assistant Attorney General
Office of Legislative Affairs

.,___

________________________________ ____
.

--------

. THE WHITE HO.OSE

ACTION
Date:

~vlE~tORANDUM

May 2 8

FOR ACTION:

LOG NO.:
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Time:

NSC/S
Max Friedersdorf
Ken Lazaru~
•
Bill Seidman
Spencer Johnson

900am

cc (for information):

Jack Marsh
Jim Cavanaugh
Ed Schmults

FROM THE STAFF SECRETARY
DUE: Date:

Time: noon

May 29

SUBJECT:

H.R. 9721 - Increased U.S. participation in the
Inter-American Development Bank and initial U.S.
participation in the African Development Fund

ACTION REQUESTED:
---For Necessary Action

----- For Your Recomrnendations

--'-•Prepare Agenda and Brie£

-----Draft Reply

X

-----For Your Com.ments

-----Draft Remarks

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

No objection-- Ken Lazarus 5/28/76

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
If you have any questions or if you anticipate a
dela~· in submitt;ng the required material, please
telephone the Staff Secretary immediately.

.Jnmes M. CAnnon .
t1.1f: .Prr,t".!-1
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MEMORANDUM

3138
NATIONAL SECURITY COUNCIL

May 28, 1976

MEMORANDUM FOR:

JAMES M. CANNON

FROM:

Jeanne W.

SUBJECT:

H. R. 9721

Da~

The NSC Staff concurs in H. R. 9721 - Increased U.S. participation in
the Inter-American Development Bank and initial U.S. participation in
the African Development Fund.

94TH CoNGRESS} HOUSE OF REPRESENTATIVES {

1st Sessiun

REPORT

No. 94-541

INCREAS~D tJ~.

J>ARTICIPATION IN THE INTER·
AMERICAN DEVELOPMENT. BANK

0CTORER 8,

1975.-Comnutted to the Committee of. the Whole House on the State
.of the Union and ordered to be printed

Mr. RKpss, f1:om tb£1 Committee on &nking, CU!fency and 1I()usi.n.g;
e-u~tted the following

REPORT
togeth~

with
SUPPLEMENTAL VIEWS
[To accompany H.It. 9721}

The Committee on Ba~g, 9uq!\D.({y, md Ho\l.sing~ to wh()m was
b.ill (Jf~. 9721) tg provide. .for inerell.$ed par~ipatioJl by
the United States ·in the Inter-Ameriean Dev.elopment Bank, to provide· fur the entjr~ . ol. Jl<>meponal 'memb&s and the Bahamas and
Guyana, in the l~r..Amerkan De\'felopmel'l.t Bank, to providfl for the
pa.rtici.pa.ti.Q.n of tl\8. U.nited St~tea in t~ African Development )i'und,
and for other purposes, ~ving conwrered the same, reP,ort favor~bly
thereon without ame~nj; and rfl(:ommend that the bill do pass.
refened. the

PuRPoSE oF THE BILL

The purposes of H.R. 9721 are to authorize $2.25 billion as the
U.S. share of a replenish±nent of the funds of the Inter-American
Development Bank . (lDB), to a'J)t~orize the U.S. Governor of the
Bank to vote for the admis~>ion of new members in the Bank and for
Bank lending to the Caribbean DevelopmeXlt Bank, and to authorize
$25 million as the U.S. contribution to the African De-velopment
Fund (AFDF).
H.R. 9721 specifically will:
(I) Authorize the U.S. Governot of the Bank to vote in fav-or of
resolutions which provide for a· $5,303 :tnillion increase in the authorized capital stook of. the Bank and, f!. $1,045 million increase in theresources of the Fund for Special Operations.
(2) Authorize for appropriation $1,650 million for the United
States subscription to additwnal capital stock of the Bank, including
$930 million for the United States subscription to ~~~gional
• 1' ;_;

57-()()6-7~1

(1)

:-....

b '
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ca~able cap~tal

stock of the. ~ank, $120 million for paid-in interregional capital, and $600 milhon for callable ordinary capital.
(3) Authorize for appropriation $600 million for the United States.
contribution ~o the Fund for Special Operations.
(4) Authonze the U.S. Governor of the Bank to vote in favor of
resolutions which would admit ·nonregional countries-ten European
plus Japan and Israel-to membership in the Bank and would amend
the Agreeme.nt Establishing the Bank (th~"'.Agreement) 'to 'provide
for the creatiOn of a new class of stock designated as Inter-Regional
Capital Stock.
. ,(5) .Au~horize the U.S. Governor of the Bank to vote for the amendments to the Agreement which pJ'Ovide for Bank meniberahip for the
Bahamas and Guyana.
·
(6) Authorize the U.S. Govenwr.of. the Bank to vote for the amendments to the A_greement to provide for Bank lending to the Caribbean
Development Bank.
.
.
· (7) 'Amend the Foreign Assistance and Related Programs Appropriations Act, 197 5 to delete that portion of: Title III Investment
m Inter-American Development Bank, which eann~ks specific
amounts of the appropria~~ ·US: contribution to the Fund for
Special Operations.
(8) Authorize United States participation in the African Develop~ent Fund and .authorize an appropriation of $25,000,000 to be paid
m three annual mstallments of $9,000,000, $8,000,000 and $8,000 000
as the U.S. contribution to the African Development Fund.
'
The $2.25 billion IDB authorization in H.R. 9721 contains the

follo~:.

· · '$600 ~ion ~ontribution t.o .the Fund for SpeciJU ~&:ation!?.
to be proVIded m three equal mstallments of $200
· D. over
tlie period fiscal year 1977-79.
·
Subscriptions to capital stock of $1,659 million, of which
$1,200. ~Ilion _is .to be subscrib~4 in three equal installments. of
$40 m.ilhon pald-m and $360 million callable Ill fiscal year 197678 .. An ad'd itional $450 niillion of callable capital 'is' to be subscnbed in fiscalyear 1979. It should be noted that of the $1 650
million in capital subsm;iptions, $600 million will be in ordi~ary
capital shares and $1,050 million in inter-regional capital shares
(a new olass of stock being created. in. conjunction with the admission of :Q.onregion!ll countries to Bank membership').
The .$2,250 mUlion authorization wi.ll require appropriations of
$1,32D million but cash outlays of only· $nO million. (It will not be.
necessary to appropriate $930 million out of the $2 250 million
authorizati~n ~-H..~. ~7~1, and of the amount to .be .appropriate~.
onl:y a portiOn Is prud-m. m cash.) It should be'. recogtuzeq that tlns
proJected cash outlay. Will. follow th~ aQt~al dlSbursemeJ;J.t r~quire
~e;nts of the ~nk, which, m effect, will spread the. budgetary 1mpact
mto several fiscal years beyond ·the rep}enish:tnent period of fiscal
y~ar 1976 to fiscal year 1979. The ordinary capjtal su.bscpption is all
calla~le. capit~l, while the inter:-re~onal capitM, subscript~on consists
of prud-m capital and· callable capi~al as detailed above and in Table'
1.
·

3
TABLE I.-AUTHORIZATIONS AND APPROPRIATIONS FOR U.S. PARTICI PATION IN lOB REPLENISHMENT 1976-7!J
AND U.S. PARTICIPATION IN AFRICAN DEVELOPMENT FUND. ($MILJ,IONS) .
'
Fiscal year 1976

Totaii.DJ•••• --·············-----------·
Fund for spedal operations (FSO).._, _;_, ____ ,__ __
Capital shares ........................ : .... ~--- Ordinary~OC)...............................

~=:~b~·.:::::::::::::::::::::::::::::::

lnterreaional (IRC)......................
Paid-ln. ...............................

Fiscal year

Fiscal year

fiscal 1.ear

authorizations

Approprialions

Appropria~

. . lions
only

appropria·
'lions
. only

appropriations
onlll

2, 250

240

440

440

1 ,<J&
050°~

(2~~

(2~~

1977

,g78

2

. 979

200

2006 0 0 - - -(11) - - . --~
,\_,.200~.--200-- .
240
0
1,650
240
240
600
200
lOll
. 200
0
(~~)

40
(40)

40
(40)

(200~0)

~~~

(40)

(O)o

40

o

Total AF8~~-~-~~::::::::::::::_:::::::::~::::::::
( 25)
@> ---------~~~.....:... ~~~----·----~~~
==~~~~~~~~~~~
Bill totll••..;.._••••• -.:•••••• _...........
2, 275
265
440
440
200
''!he administration Is requestin& $275,000,000 in fiScal year 1976 to complete committment under 1970 IDB re•
plen1shment. ·

TITLE I-INTER-AMERICAN DEVELOPMENT BANK
U.S.

SuPPORT oF THE INTER-AMERICAN DEvELOPMENT BANK

. The Inter-American Development Bank sm~e its establiShment
m 1959, has been a major coll)ponent of our Latin American policy.
The U~ted States has continued to part.i cipate actively in the Bank
because 1t ~epres~nts the tyi>E) of mutual co?p~ration which is the peart
of our ~emiSp};lenc system. U.S, ~embersh1p m .t he Bank is a concrete
expressiOn of our strong commitment to the economic and social
development of Latin America ; participation in the current replenishment is essential to maintain this commitment.
·
During public hearings before the Subcommittee on InternationaL
Development I~t~tutio.ns and Finance, the S~ereta;ry of the T:r.elfSury
presented the baste reasons for U.S. support of the Inter-American
Development Bank. The Committee feels that the following segment
of is testimony is especially noteworthy:
The IDB is a central institution of the Inter-American
system, a framework for cooperation ;having considerable.
economic and political significance to the United States as
well as to the other nations of the hemisphere. Despite
d~verse interests and differences in views deriving from
different levels of development and cultural roots the
Americas have been remarkably free of conflicts and hav'e had
!1 truly ~que hisf.?ry o! cooperation in ~he ';'nanagement of
mtr~-regto.nal relatiOnship. We ~av.e a vital mterest in preserVIng this long and close assomatwn with the countries of
Latin America and the' Caribbean.
Our economic interest in Latin America must be viewed at
two levels. First are our obvious interests in trade; investment, and access to raw materials. The United States
enjoy.3 an aggregate trade surplus with Latin America. This.
surplus amounted to about $1 billion in 1974. The $15
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billion in U.S. exports to the region accounted for about 15
pe_!cent of total U.S. exports in t~at year, while almost $~4
billion, or 14 percent of all U.S. rmports, came from Latm
America.
Through its dir~ct inves~ment~, the Ur?-ted States has an
important econorruc stake m Latm Amenca. Latest data on
U.S. direct investment indicate that nearly 14 per~e:r;tt of ~t!l-1
U.S. direct inv.estment abroad, or about $15 billion, 1s m
Latin America. This represents about .60 percen~ of total
·u.s. direct investments in the developmg countries of th~
world.
Latin America is important as a source of supply for
several commodities essential to the U..S. economy.La.styee.rJ
for example, we obtained the f?llowmg .percentages .of our
mineral rmports from the Latul _Amerwa an,d Canbbean
region: iron ore-34 percent; copper-48 percent.; . petroleum-24 percent; bauxite-47 percent. In add~t10n to
minerals, we obtain about 47 percent of our sugar tmports,
82 percent of our banilna.s 60 percent of our cocoa helms,
and. 40 percent of our coffe~ fro!D Latin Am~rica:
The Latin American oountnes are also tmportft.nt to us
in a perhaps less obvious but, in the long-ru:r;t, more si~~nt
sense. The existing international economtc order ts bemg
<lhallenged by some Third World spoke~:rnen. If the chap~es
being advocated for the world economtc order were wtdely
adopted they would impair the continuation of the open,
free ma~ket orientation in the U.S. and other developed
<lountries. Moreover, the proposed changes· w~uld., r.edu?e
~fficiency of resource use and thus red.uce producttVlty m
both developing and dev~oped c?untnes: Thus, . .the ec?nomic success of our Latm Amencan ne1ghbors and therr
allegiance to market-oriented economies and· an open wotld
trading system will, in an important way, affect pto~pec?'
for our oWn free economy, as well as fo:r world prospenty m
general.
Assistant Secretary of State for Inter-American Affairs-, W~liam D.
Rogers, speaking in behaJf of the Secretary of State emph8.S1Zed the
importance of U.S. support f.or the Bank.
. The Inter-American Development Bank, since its e.;;tablis~
ment in 1959, has been ,a principal compo.n~nt of our ~atm
American J.>Olicy. I~ is a k~y symbol-:-and hvmg expres:'lon-:
of continumg hemtsphenc coo,r;ratton for. a. betwr hfe for
the peoples of the Americas. * * Our willingn~s to continue our support for the IDB, on terms reflect~ gr~ater
Latin American participation than ever before, 18 a test of
the seriousness of our heQlispheric foreign policy * * *. Our
prompt adoption of this legis~ation will elimina~e ~ny un~
certainty about where the Umted States stands m 1ts commitment to help Latin America help itself.
The United States should and does gite priority to the developme~t
<lhallenge facing Latin America. Our historical! c~ltural, geopa[h1c
and economic ties lead to an interdependen?e w1t~m the H;erru~p ~rei
Continuing and accelerating development m Latm Amenca IS v1ta

evidence of the potential for cooperative and nonconfrontational policies between developed and ruweloping countries worldwide.
Finally, it should be noted that the House of Representatives recently passed as a part of the International Development and Food
Assistance Act of 1975, a provision (Section 310(1)) which expressed
the sense of the Congress that the President should increase the commitment of the United States to multilateral lending institutions like
the IDB. The Inter-American Development Bank is a leading multilateral lending institution, which has an outstanding record of helping
to finance economic and social development.
BACKGROUND ON THE BAN K

The Inter-American Development Bank came into existence orr.
December 30, 1959, began operations in the fall of 1960, and made its'
first loan in February 1961. Members of the Organization of America.n.
States, Canada., nonregional countries which are members of the IMF,
and Switzerland, are presently eligible to become members of the IDB.
Nineteen Latin American countries and the United States were Cha.rter members. Trinidad and Tobago joined the Bank in 1967, Barbados
and Jamaica in 1969, and Canada in 1972, bringing total pr~ent membership to 24 countries. Membership for the Bahamas, Guyana, Jap&n,
Israel and ten European countries is provided for in H.R. 9721.
In its fifteen years of existence, the Bank has assumed an important;.
and growing role in Latin American social and economic developmentr
not only from the point of view of actual project financing, but alsothrough technical assistance, and development planning and program-ming.

The Bank carries out its financing operations through two lending
windows-ordinary capital and the Fund for Special Operations (FSO) ..
The IDB also serves as administrator for the U.S. Social Progress:.
Trust Fund, the recently established Venezuelan Trust Fund, and a
number of special funds :Qrovided by Canada, several European coun•·
tries, Argentina and the Va.tican.
· The ordinary capital, or "hard" loan window, :provides develop..·
ment loans on conventional terms. It began operatwns with govern-·
mental subscriJ?tions of paid-in <lapit&l but now obtains its funds.
largely from pnvate financial markets by borrowing against ca.Uable·
<l&pit&l. The current interest rate on ordinary ca.pital loans is 8 percent,.
and the maturities range from 15 to 30 years <Wpending on the nature
of the p~~b~ct. At the end of 1974, the IDB subscribed capital totalled
$5,965 · ·on, of which the paid-in portion was $983 million and the
callable portion $1,982 million. The U.S. share of the total \Yas 40'
percent.
The Fund for SpE)cial Operations was desig~!ed to offer concessional
loans for economi11 and social develo~ment when lending on conventional terms is not appropriate. The FSO is used to finance p rojects.
that, while economically and socially important, are not likely to·
generate directly a stream of income sufficient to amortize an ordinary
c~~opital loan. FSO lending i~ concentrated in 4ealth, e4ucation, and
rural: water supply projects. FSO lpans are ma.de at mte~st .ra.tes
raDgl.D8 from 1 ~ 4 percent for penods of up to 40 .Years, mcludmg
up to 10 years .of grace. FSO loans are extended ent1rely from funds.
provided by members of the Bank, and tO date total $3.5 billion.
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The FSO was initially established with authorized resources of
$146 million-$100 million from the United States arid $46 million
from the Latin American countries. By the end of 1974, funds provided
to the FSO had totalled $3,900 million, of which .the United States
had provided $2,7,1~ million or 69 perce:r:t. These amounts do p.ot
include the $325 milhon pledged by the Urnted States to the replernshment initiated in 1970 but not yet provided to the Bank (i.e., $275
.million remaining to be ap.propriated and $50 million appropriated
·hut earmarked in fiscal year 1975).
In its 15-year OJ?erating history, the IDB has loaned a total of $7.4
billion for 822 proJects in Latin America. Of this total, approximately
$3.3 billion in loans were made from the Bank's ordmary capital
resources and $3.5 billion from the FSO. The U.S. Social Progress
Trust Fund provided $494 million and other miscellaneous resources
.$99 million. The IDB has been the leading source of official external
.capital for Latin America; the total amount loaned by the IDB
.throu&h 1974 represents about 40 percent of the total .development
.financing received by Latin America from the World Bank Grqup,
.the U.S. Agency for Internatjonal Development, and IDB.
The Bank has tried to achieve a balance among loans for the
.d.irectly productive, the economic infras.truC!J.lre and the. s<?Cial
jnfrast:.:ucture sectors. Table 2 shows the histoncal sectoral distnbution of IDB loans.
TABLE 2;-IDB DISTRIBUTION OF LOANS

!Dollars in millions)
St>ctor

.Directly prOductive:

- - - -1961-74

Percent
.,

.F.- ttr=~<iminii:ii~~~~~-·--:::~~=--:- ·· ::~:::: -: - ::::: ::::::::- - -:~::::

$1,672
1,080

23
15

.Economic infra;structure·
,
Electric p<iwer __ .. ___ . _.. _.-. -. __ . --.-.
_----------. ---- ,..___
-. ------ --..
,.. Transportationandco=unication
___________________
____ .-.
_____
__ ___--_

1,570
1,311

21
11

752
415
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.Socl~~~c_t~~:·----···-·--·-·---··-----··------·---·------------·---· ---

Urban development. --·--····-------·----·-·-·· • ··--·Oth~·ducatio~ ••. ••.••..•• -•.••.••.••••.••... ---. •••••.••••. -· ... -...•..••••••

306

6
4

2
133
t>n·hlvestment ... _............. --------. -· -------- ....... ---- ---··· • --------1
108
flmml'iu!(...
-·----·······----- ••• -·- --·······-·-·-- - ··· ·-1
69
Tour lll ...................... .''.. .... -------- -- ---------·
................................ - - - - - - - - - . 100
7,416
}~.port

Total. .•...• - ---·· -··· .• ·---····· ------·-- .. - -- -- • ·-·--·--··

Since it wa~ founded fifteen years .ago, the IDB has devel(}ped into
..a well-run lending o:peration. ln addition to project loa.ns,. the IDB
illlakes technical cooperation loans aiidgran~, Th,ro~gh·· 1974, th~._Il?B
bad authoriLed $256 million for technical cooperatiOn-$184 nnlhon
.
·a s loans and $72 million on a grant basis.
The IDB ,aids the development effort in Latin America in numerous
'other. ways. FQr example, the IDB also has a long-standing progr,am
1or training technicians from its member countries. This program con:Sists of courses m p:r9ject evaluation and analysis, management; an.d
loan adrillnistration. Special attention is given to the agricultural
,sectpi. J,irp~ 19.61 t~?l!gli 1974,. the_IDB directly tra~ed. ?ver 6,~00
.Lat:m Amencan ~eclmi~ns, both ,at ~ts headquarters and m the field.
Another· 6~900 tecQi:U<;ians ;nictJived training through IDB collfl:boration ..w ith nation·.a:.l, r~gio.I;ial;
arid other interna.tional
' in$titutions.
.
.

The iDB is in the forefrorit ·m. eneouragiri.it La tin American economic
integration projects. With a view to increasing economic ·efficiency
the IDB has taken a lead~g role in prq;moting individual projects that
benefit more than one member country. Examples include IDB loans
for the A~aray hyt<lr9-electric project in Paraguay which delivers part
of its output to .Arg~~tin~ a~d Brazil; an ~tegrat~d road projeci that
ser~es se:veral countnes m Centrf!.l Amenca; and the Trans-Andean
Highw:ay between Argentina !I-ll~ Chile.
'J!le M t income o~ !he or?~ary .. clipit~l operations of the IDB
durtl).g 1974 was $55 million, raismg total reserves to $308 million. 1'hese
reserves assure hol1ets of the. B!i-nl,C'M.. ~blig_ati?i}~ 6f)heir f{rla:qcial
soundness and proVIde a substantial maftdn aP'aittst potential (ll.tlls on
callable capital.
· ..,.. ... r;> ' .. .:. ' '
~~>
The. n!lt inc~~e of the Fund for Spet!ia1 Opei'ations during 1974 was
$38 nnlhon, ratsmg t4e FSO General Reserve to $134 million: Thereserve was established f()r possible future loan losses and the net income 'of the FSO is auto:n:atically alloc'ated.·eacli Ye~r to the reserve .
. To da~, the Bank ha.s mcurred defaults ort loans to only two bor. rowers. I:n both cases, they w~r~ :private borrowers who defaulted in
1966: ~he loan\) totalled $11 m:tlhon1 of which the Bank expects to
recover all but $1..8 :n:iillion.
·
·
THE

N lDED

FOR

NEW

RESOURCES

. . Wit?-out this repl~nishment the IDB will e)chaust its ordinary capit'al
~ommitment authortty by the end o'f October 197& and·· the cdnvertible
·cUITen.cy· resources of the FSO by the end of 1976.
( Latin Ainerica requires an 'expanded flow of external finance over
the. next .se~eral years to maintain· it&-development momentum. The
regwn still mcJudes ,a. sizable gro~p of poor countries needing access
to .a substantial flow of concessional resotlrces. Moreover several
ntaJor s,ectors 9f. regipnal economic and-social develpwnent ar~ laggjng
far behurd in .some. countrie~ .arid need prefereritia:l attention; '
On the basis of lts "QperatiOnal expenence, th~ Bank has concluded
, that a 7 percen~ annual rate of increase in real terms is a reasonable
_g.oal for the next· several years. Within this goal the Bank will con}mue t.o gi.vec~mcen~rat~d · at~nt~6n 0 the needs bf'the tess·developed
~ountnes m tlie ,tegwn; es;IJ'e.cHt~y WI_
t h ¥SO r~sources . Additio:r:a~y.
,Its !llore develqped members will have mcreased access to ordmary
capital resources. ·
·
. Alt:P,ough the ~rdi;fiary ca~it~ · and FSO resources of the Bank are
'm
. peed of r~;~plerushment, ordmary capital resources are in particularly
short supply. The ordinary capitallending progra:n: fo~ 197·5, iiltho~gh
only .~ p~r!Je~t ~ar~e:r: than the actual level· of lendmg w 1974 requires
_new c~pita,l if 1t IS not ~o .run out . of commitment t~-.uthoqty by the
end of October, 1975, Slllce on:!y modest amounts pecome available
from repayments.
·
· ·· ·
• As !ot FSO requit.etne.nts,: the $27 5 million .t~quested by··the Admhi1stra~wn for fiscal year 1976'to complEJtethe la:streplenishment would
proVIde for carryover of only $365 million at the end of 1975. This
alone would not suffice to maintain lending in 1976 at the contemplated 1975level of $410 million, but will permit lending to go forward
m an orderly fashion in anticipation of additional funds that should
become available in the latter part of 1976. Thus, the first $200 million

8
in the proposed U.S. contribution to
needed in fisc.U year 1977.

9

too FSO .replenishment will be

TABLE 3.-SUIIIMARY OF PROPOSED IDB REPLENISHMENT, 197&-79

lin lllilllons of U.S. dollttJI

IDB BoRROWING

.As of December 31, 1974, the Inter-American Development Bank

had used its borrowing authority under callable capital to borrow a
total of $1,346.7 million, and it has expanded the market for its bonds
in capital markets worldwide. As a result, only 31 percent, or $421.4
million of the total, was borrowed in the United States. Borrowings in
14 nonmember countries (principally in Europe) accounted for $811
million of the total, and borrowmgs in Latin America the remaining
$114.3 million. Ordinary cayital borrowing authority available at the
end of 1974. was $700 mill1on, or U.S. .callable capital subscri~,>tions
less outstanding debt. After 15 years of operations, the Bank en]oys a
reputation as a well-managed and sound financial institution; consequently its bonds c.arry the !"tighest rati.Itgs. The Bank has never
defaulted on any of 1ts borrowmgs.
·
Implementation of nonregional membership will involve the creation of inter-regional capital stock in order that callable capital subscriptions in non- U.S. dollar convertible currencies not be wasted
owing to restrictions in the covenants of outstanding ordinary capital
bonds. These covenants limit !DB borrowing agsinst callable subscriptions to the amount of U.S. callable capital available on demand
(i.e., appr.opri&ted by the United States Congress). The Bank wiU be
able to borrow against oll of the inter-regional callable apital, b~t
borrowing_on ordinary callable ca.pital will remain limited to the U.S.
portion. This legislation, therefQCe, will increase substa.ntially the
borrowing capability of the Bank.
THE
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395
50

li7.4

37.8

4.8
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t .IIT addition 1D 11111lorlzad and.subscribed
tile replenishment resolutions will cr111te unusignt~ sharss ~uiva
len!IID $21!3',.000,000. Thus, !vial capital shares will be $5,303,000,000 and the replenishment grand total will be $6,348,000,000.

TABLE 4.-PROPOSED lOB REPLENISHMENT FOR 197&-79, BY CURRENT MEMBER COtltHI!Y
[In m~liona ot U.S. dollars[

Or4mary/irrtarreaional c.pltal Fund tor spftial operations

REPLENISHMENT

The propos.ed IDB replenishment 1 provides for an increase of
$5,303 millio.11 in the authorized capital stock of the Bank, and $1,045
million for the Fund for Special Operations for a total replenishment Q{
$6,348 million. Of the $6,348 million, $203 million are unassigned subscriptions. Table 3 summarizes the proposed replenishment based on
actUal subsoriptJons of $6,145 million (i.e., the total less unsubscribed).
The prQposed replenishment by country is shown in Table 4.
The U.S. share of the capital increase will amount to $1,650 million
of which $1 1200 million is to be subscribed in three equal installments
of $40 million paid-in and $360 million callable in fiscal year 1976r
1977, and 1978. An additional $450 million of callable capital is to be
subscribe~ ill fiscal year 1979. The distinction between ordlD.Al'.Y capital
and interoi"egional capital is discussed below. U.S. contributions to the
FSO will total $600 million to be provided in three equal annual installments over the period fiscal year 1977- 79.

Amount

Amount

Percent

Amount

Percent

Arvtatina._.......................................

6t4.6

I3J

82.8

i.~
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Trinidad a•- Teia~P.--~···--···-·•·•·•••---Uaited States.......................................
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37.2
27.9

21.1
1, 650.0
?lf. 5
37Z.l

.7

.6

;n. 4

7.~

4. 4

• 42

• 42
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116-
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Total........................................

H.R. 1141-2

5,099.5

100.0

1,045.3 ·

100.00
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The U.S. shar~ .of -tJha total replenishment· will 00 37 :percent,.
compared with the 52 peroen,t U.S. .sha,r.e, in the last replemshmentinitia.ted in 1970. The composition .of U.S. participation will be.- 73-peroent capital stock and 27 percent FSO, compared to 45 percent
and 55 percent; respectiwly~ in 1970.
U.S. a{ltu~l'_cash outlays"()ver a 4-year period will amount to $720
million ($1ZO million paid-in inter-regional. capital and $600 million
FSO). This cash outlay r~pres(lnts 32 percent of our total pa.rt:icipation,
a r~duction~om the $~,1~0 million, or 64J~er~_:~~~1 in the las~ ~ep_~~l\ish-:ment in l97u.
.
Fr..om inception ·through 1974, the United. States had. pledged 76
percent-of total FSo-funds. As a result of the proposed replenishrtlent,
the cumulative u.s: share will be reduced to 68. percent. rr'hrough
197~, the tota.l...cumulative U:S. shai·e of"capital suoscriptrons was 40
percent. The proposed replenishment will reduce ·this cumulative
shaitdo- 37 percent.:: .. : . · ·
.
Of..the prQ'posed :total United States subscription of $1,6.50 millioh,
tJ!e Admiriit~tration proposes subscribing to $1,050 million of inte.rr.egional~pital: $600 million in £seal years 1976-78 (with $120 million
paid-iintnd $480 million callable) and an additional $450 :ri:lillioti, all
3a1lable., in fiscal)l'(mr 1979. Since thE: covenants limiting borrowing tothe amount of U.S. callable capital available on demand will not
apply to inter-regional capital, the Committee has be.e n informed by
the Administration that it does not propose to seek appropriation of
the $930 million proposed for callable subscriptions to inter-regional ,
c-apital. They will seek appropriation Of the contributions to .the,
callableF.Sordinary «?fl.Pital and paid-in capi~fl,l subscriptions as well as
to the
0.
Hence, of the proposed US. share of the replenishment of $2,250·
million, the Administration would seek -appropriations of $1,320
million.. (59 percent of the total). The .remainder of $930 million is the
inter-Iegional callable capital.
Qf the total ordinary capital replenishment over the period 1976-79,
the Latin Ainerican and Caribbean members will subscribe $3,l93
million, of which $192 million will be paid-in and $3,001 million in
the form of callable ·capitaL Canada will subscribe $20 million in
paid-in capital and $237 million in callable.
Of total contributions to the FSO, Latin American member countries will make available $395 million. This will account for about 38
percent of the replenishment of the FSO, compared to 33 percent in
the 1970 replenishment.
· ·

of its con-tnoutions to the FSO. In a-ddition, Venezuela is expected tO'
make convertible'approximately another $100 million of local c~rrency
alre~dy held by the Bank, It is not e;q>ect~d that Ven~zuela will con~
tinue.to be a borrower.
This shift toward effectiv~ donor statu~ by- the: Latin. AO?-ericf!on
countries able to do so was one of the p:rurctpal U.S. OOJectives m
negotiations~ on the replenishment with the: other me~bers of the. Ba?k.
This shift makes the Bank a more truly mter-Amenoan orgaruzatwn
as the Latin American countries themselves become larger donors of
funds which ·will finance the deve~opment 'of the poorer countries of
the Hemisphere.
In recognition of this increased burdensharing; ~he Adminis~r~tion
in the ·replenishment negotiations agreed to consider an .add1t10nal
$450 million' of callable capital shares in fiscal year 1979. This ·proposal
also reflects the U.S. policy of shifting the. eil_iphas~s of U:S. participation f.roin ~he. FSO to c~P,ital share subscr~p.twn.s. .
.
.
This shift m cotnpos1t10n of U.S; partiCipatiOn m tp.e IDB IS the
key to reduction o~ a~ual :U.S.' bud~etary outlays. ~s. discussed abov:e,:
the capital subscnptwn· Will result m only $120 milhon of budg~t~ry.
outlays. The remaining U.S: c.apital subscripti~n of $1,~530 mil~on
will be callable only, and will mclude callable mter-regwnal capital
subscriptions of $930 million ($480 million in fiscal years 1976-78
and the entire U.S. -subscription of $400 million in fi~ca~ year 1979)
for which the Administration would not seek appropnat10n.

B URDE~SHARINQ

wITHIN THE HEMISPHERE

.As part of t~e reple~ishment of IDB funds, Latin A~erica~ co.untries..
Will be taking maJpr steps toward burdensharmg Withm the
H~ltlisphere. Several of the larger, wealthier countries have f!,greed
t? tefrain. from l;>Ql!O:Wil!~ from the s?ft-loan F-und for Special Opera- ·
tlons durmg the replemshment penod. They have also agreed- to
make all or part of their contributions to the FSO fully -convertible.
Brazil and Mexico are prepared to guarantee the convertibility of
25 percent of their FSO contributions and Venezuela and Trinidad
and Tobago will make 100 percent of their FSO contributions convertible. Argentina is also considering making convertible 25 percent

AnMrssH)N oF NoNREGIONAL MEMBERS

U.S. participation in the proposed replenishment will parallel the
actions by 12 nonregional countries to become members of the Bank.
The prospective nonregional mei:nbers are ~apan and .Israel :plus ten
European countries: Germany, I taly, Spam, the. Uru~d Kind~om,
Austria Belgium Denmark, The Netherlands, SWitzerland and
Yugosl~via. To adcommodate the addition to the Bank;s capi.tal and
membership a number of amendments to the Bank s ArtiCles of
Agreement :Oust be approved b~ the pr~ent. memb~rs. The legislation required for U.S. approval Is contamed m Sectwn 103 (a)(l) of
Title I of H.R. 9721.
.
Through December 31, 1975, the Bank mobilized in excess of one
billion dollars in loans fr?m nonregion.al countries as part of a pr?gram
to attract and make available nonre~onal resources for economiC !1-nd
social development in Latin Amenca. These resources were raised
priricip&lly. through bond issues in nonregion-~1. co~ntri.es, although
substantial sums came from trust fun-ds, partlc1patwn m loans and
parallel and independent financing arrangements.
.
Nonregional country membe~·ship in .~he. Bank has be~n a Vmte.d
States Executive and Congresswnal obJeCtive for some time smce ~t
increases the involvement of nations outside the Western Hemisphere in financing developm~nt in Latin America, and ~ faci~itate
the IDB's access to their capital markets as well as making available
for IDB resources the direct contributions of the new members. The
proposed entry into the Bank of. the 1~ nonr~giol!-al countries will
culminate 5 years of. efforts begu~ m ;April, 1970.
. .
.
Your Committee feels that nonreg10nal membership m the IDB IS
in the .iritei;e8ts of the Ui:Uted. States ~ because it .will contribute t()·

12
-strengthening multilateral coopera.tion in a development :firutnce
institution in an area of immense economic and political importance
i.o the United States. The nonregional membershtp proposal provides
for nonregional voting power of up to 8 percent but assures the United
States of no less than 34.5 percent and the Latin American members
-of no less than 53.5 percent. Thus, nOOl'egional membership will ~n
stitute memingful burdensbaring without adversely sffectixlg the
:regional character of the IDB or the important role of the United
.States.
For the purpose of bringing the nooregiona.l countri.e$ into the Bank,
·'t his legislation authorizes the U.S. Governor to agree to three Resolu:tions of the Board of Governors of the IDB which (1) amend the
.Agreement Establishing the Bank with :respect to the creation of inter:regional capital and other related matters; (2) establish general rules
to govern the admission of nonregional members to the Bank; a.nd (3)
:permit an increase in the ordinary callable ca.pital stock of the Bank.
- As a condition of entry into the Bank, the 12 new nonregional
·.members a.re expected to contribute to the Bank $745 million over the
.3-yeiLl' period (Hl76-78). This represents 10.1 percent of the total new
l'esources available to the IDB during the period 1975--79, as shown
in Table 5.
The $745 million total will be divided equally between the Bank's
bard loan and soft loan windows, providing approximately $373
::million to subscribed capital and another $373 million to the FSO.
-The subscriptions to capital shares would consist of $61.5 million in
:paid-in capttal and the remainder in callable capital. The pa.id-in
:portion is 16.5 percent of the total. As a result of their proposed
:13ubscriptions, the nonregional members will have voting power of 3.8
percent (after the replenishment and admission of nonregional coun;tries members).
The cash contributions of the nonregional countries will total $434
million ($61.5 million in paid-in capital and $372.7 million in contributions to the FSO).
The Bank hopes that additional nonregional countries will apply
for membership m the future. There will be $134 million in unassigned
-<lapital shares available for subscription by other:rionregional countries
.or later subscriptions by those which are currently joining the Bank.
'The additional subscriptions will be paralleled by equal contributions
to the FSO.
The nonregional members.' capital subscriptions will increase the
IDB's current capital stock by 6 percent, and their contributions to
the FSO will increase the Bank's concessionary resources by 9 percent.
As in the case of existing regional members, each nonregional member will be entitled to one Governor and one Alternate Governor to
represent it at meetings and vote on all matters considered by the
Board of Governors. The voting power of each Governor will be determined by the capital shares represented by his country's paid-in and
-eallable subscriptions. The nonregional members as a group will have
the right to elect two Executive Directors and two Alternates to serve
-on the Board of Executive Directors. The voting power of the individual directors will consist of the sum of the voting power of the
:aeveral nonregional members which he represents.
Of the 12 countries which have expressed an interest in joining the
.:Bank, the largest contributors are Germany, Italy, Japan, Spain, and
the United Kingdom. Each of these five countries will provide from
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16 to 18 percent of the nonregional group's total contributiODB to the
FSO. The . proposed subscriptions to the IDB by the nonregional
group are shown in Table 6.
TABLE 5.-COMPARATIVE SHARES OF NEW RESOURCES AVAILABLE TO JOB

/Dollar amounts in millions of U.S. dolllrsJ
1970-74

AlllGUnt

.RN~lal¥~·---~------ ··-=·--.-----·---------

1975-79
Percent

$3, 500 -~----·-------

·=::~:::.:l::::~~=:~::~:::~~::!f' • ·

l:fflt r·

'I 1

Amount

Percent

$6,145 ------·----·--

----------------f.~
~: ~~~
:J:~

Ca••d•---------------------------------------·-·---·---------·-·--------307
4. (It
l!.m~p•.'•• ~: . •-! . •••••'..·••••~ ••••••• -- ··--·--·t303 •••••• ·-~·-··-······ •.• ------- ---~- ---- __
Canada ______________________ . ------------ _
303
8. 0 ------- _ ------ ------ _
Nonreg•onais......
----- ••• ------------------------------ .• ••
745
10.1
Venezuelan
trust fund _____________________________
• .. _ ------500
6. 8
Total.__ ________ __ __ • ------------- •

3, 803

100.0

7,390

100.~

TABLE 6.-PROPOSED SUBSCRIPTIONS TO THE lOB BY NON REGIO NAL COUNTRIES t
IEXllresstd in tllousand$ of curreDt U.S. dollars]

lntl!rregional ordinary capital slllck r

Austria __ .·--- ___ • ______________ • ______________ ----

r:rc~::::::::::::::::::::::::::::::::::::::::

Germany____ ._ •• _•.. _--_. ___ •••• ---.• -.------ ---. • lsrat~l.. •• ---·· -· ____ ___ __ • _. __ _·---- ___ • ______ •••••
Italy____•. _. ___ ___ _____ ________ _______ • ________ __ __
Japan ____ _••.. ________ _______________ •• ________ . __ •
ffflbetlands ......... ... __ _• _____ ___ , •••• ·-·---••••

~1~r~Jncc::
:.:.::::::::::::::::::::
United Kingdom=~:
.. ::::::.:
________::~
__:~
-----___ ___ ___ ________ _
YIIIQSiffi&. -- -------- ---- ---- ---.- ---- ------ - - - --- -

Total •

Paid-in
amount

Callable
amount

'832
2,063
893
10, 411
821
10, 157
11, 340
1, 544
10, 157
2,26.
10,157
832

4, 223
10, 435
4, 499
52,6111
4, 173
51, 439
51, 385
7, 817
51, 439

M·~1~

T4taf
amount
5, 055
12,498

5, 392
63, 092
t.994
6 • 596
61,725
9, 361
61, 596
1{, 752
6 . 596
5. 055

Coatri illltiou
to fund for

slfll¥:iaL

operations.
5, 05£.
l2, 49tt.
5, 392:.

63,492:

4, 994-,
61, 59&:

68. nr.;

9, 361
61, 59&·
13, 752::
61, 5!1&

4: 223
5,0~$·
---------~----------=-61,475
311, 237
m,112
37t, 71~

1 These subscriptions and contributions are subject' to parliamentary appr0111ls and the lOB expects to r~ive them lilt"
tile end of calendar 1976.
i One share equals 10,000 U.S. dollars of 1959, which is presently equivalent to 12,063.48287 current U.S. dollars.

CREATION OF INTER-REGIONAL CAPITAL STOCK

The most important change in the Bank required by the entry of the<
nonregional countries is the creation of a new series of eapit a.l stock
to be designated as inter-regiona.l capital stock. This new stock will
b~ .created as a. means of avoiding certain limitations attached ro
ordinary capita.} boiTowings' which would reduce the. Utility of the new
members' subscriptiom.
In the past, the Bank has included oovenants in its bond i&Sues which
restrict the amount of borrowings backed by_ i~ ·callable ordinary~•pita.l resources to the c~lable eo.pital ~f the· United State$ availableon demand. The ehistence of this covenant means that contributions;.
to the callable capital of the Bank from countries other than the United
States cannot presently serve the purpose of supporting additional
borrowings. The presence of the covenan t enabled the Bank bonds t().·
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'be

highly ·rated at the inc'e ption of the Bank's borrowing progra.tn.
!Resources were therefore obtained in the international market place
at the lowest prevailing rate and under favorable terms and conditions.
However, after 15 years of successful operational experience the Bank
has earned such an excellent reputation ih the 'world financial community that beginning in 1975, it was no longer necessary to include
the co\Tenants in IDB bonds in order to secure the high rating originally
provided by th~ U.S.-government guarantee. Nevertheless, since such
covenants were included in previous bond issues-some of which will
not mature until 1995-the holders of these bonds could enjoin the
.Bank from borrowing for its ordinary capital resources in excess of the
U.S. callable capital subscription until all these bonds have been retired
.or redeemed.
The newly created inter-regional capital of the Bank will not be
subject to such limitations thereby allowing the Bank to issue bonds
backed by the callabl~ capital of countries other than the United
States. When there are no more outstanding bonds subject to the
ordinary capital covenant, it will be possible to merge the ordinary
capital and the inter-regional capital into a single series of capital
stock.
While the inter-regional and ordinary capital will be kept entirely
separate for legal.and accounting purposes, the Bank. will co.ntinue to
have a unified capital structure for purposes of computmg votmg power
.and preemptive rights.
Any mem~er count~y will ha':'e the o:ption of ~ubscribin~ in whole or
in part to either ordinary capital or mter-regwnal capital. For the
1976-78 period, one-half of the U.S. subscription wilJ be made ~o
inter-regional capital. In the same period, Canada and Venezuela Will
make 100 percent of their subscriptions to inter-regional capital, as
.
.
.
. .
will the nonregiomil coun~rie~.
A United States subscnption to mter-regwnal capital Is Important
to encourage other regional count~es (e.g., Canada and Ven~z~ela)
to do the same, and thereby perrmt th~ Bank to borrow a~di~10nal
funds ag.u.nst their capital ..It was. considere.d most benefic~al.If the
United States made a .yortiOn of Its replerushment subscnptwn to
~allable ordinary capita and thereby increased the proportiOn that
its. subscription to paid-in inter-regional capital bore to its total
subscription to such capital.
Under the proposed replenishment, ten percent of a country's
c_a pital subscription (to inter-r~gional and/or ordinary capit~l) is to be
made to paid-m capital and ~nety perce.n t .to calla~le capita~. If t?e
United States were to subscnbe wholly to mter-regwnal capital, Its
subscription to paid-in in~er;-regional capita~ would amount. to ten
percent of its total subscnptwn to such capital. Bec~use of Its su~
scription to callable ordinary capital shares, the Umted States will
be able to make 20 percent of its inter-re~onal capital subscription
to faid-in ~·apital. This i_ncreas!*l in the :P.aid-~ por~ion to 20 perce~t
wil . assist in strengthenJ?g t?is n~w senes of c~~:pital sto~k .. I~ Will
also maintain a parallel sttuatwn With the proportiOn of pa1d-m mterregional capital (16.5 percent) to which the new nonregional members
will be subscribing.

EFFEct oN U$ Vo't'ING PowER
T~e effect <?f the .nonregional membership and the proposed re-plemshment ~ll be to reduce U.S. votjngyower from the present 40
;percent to shghtly less than 35 percent. This voting pow(lr .will pre-s~rve the. v:eto of the United S~ates in the Fund for Special OperatiOns
sm~e ~eciStons .on such ?peratwns must be approved by a two-thirds
maJori~Y: (Ordmary .capitalloarls.·are approved by a simple majority).
In 'addition, one of the proposed amendments to the IDB charter
:proyides tha~ the United States wil.l hav~ not less than a 34.5 percent
votmg share m the Balik as long as 1t desrres such a share. The amendments .a~so provid~ that the -voting J>QWer of the regional developing
.countnes may not drop below 53.5 percent. and Canada below 4
percent. As a result of these amendments, the nonregional members
may have up to 8 percent of the voting power.
. The above voting ratios are preserved through the mechanism of
;preempti':'e ·rights, w~cb appl~ to the total capital stock of the Bank,
both ordmary and mter-regtonal. The relevant proportion with
res~ect to any capital 'increase is the propor,tion that a member's
:capital stock theretofore subscribed bears to the . total capital stock
<Of the Bank.

MEMBERSHIP FOR THE BAHAMAs AND GuYANA
H.R. 9721 will authorize the U.S. Governor of the Bank to a~ree to
amendments to the Agreement Establishin~ the Bank to _nrov1de for
membership forth~ Bahamas and ~uy!1na m too "Bank. Guy~.na. and
th~ Ba~a~as apphed fo~ me~be~hip m the Bank in _1973, .Guyana
gamed Its mdependence m the rmd-1960's and the Bahamas in i973
but since these two countries are not members of the ,Organization of
American States (OAS), their admission to membership in the Bank
xeq_uires an ainendnient to the Bank's Charter.
·
· Guyana i~ precluded from OAS membership by Article 8 of the OAS
Chart~r ~ch r~les out the admission of countries which are subjects
-of. terntonal claims by member stat-es. An unresolved border dispute
Wl~h Vene·z uela has resulted in Guyana ·being the subject of such a
daim. Venezuela has not opposed Ghyana's·membership-in the Bank.
The Bahamas bas chosen not to seek membership m the OAS at
this tiiD:e· Giv.en its l~ted size and reso;urces, the Bahamas.apparently
has deCided that the d1reCt benefits of OAS membership would not be
commenstir.ate .with the administrative costs of maintaining separate
repr~sentatwn m the OAS.
·
The United States Government is int(lrested in .the economic devel<!pmimt and political stapility of the Bah9:mas and Guyana and be~
lieves that they should be accorded the same treatment in the InterAmerican Development Bank as other Latin American countries.
IDB LENDING TO THE CARtBBEAN DEVELOPMENT BANK
The bill would authorize the U.S. Governor of the Bank to agree to

ame~dments to tb~ .Agreemeni Establishing the Bank to provide for

lending to the Canbbean Development Bank (CDB). The Bank will
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lend ordinary capj.W .and FSO {ul;lds to the CDB for the purpose of
relending to CDB member countries whether or not they are also
members of the Inter-American Development Bank. Presently, in
ucordance with its Charter, the IDB can only lend, directly or
indirectly, to <lountries which are members of the IDB. The IDB has
made loans to other subregional organizations sueh as the Central
Americo.n Bank for Eoonormc Integration, but in these cases the end
recipients of the loa.ns have been IDB members.
The CDB, in the opinion of the Committee, is a well-run development institutiou. It was established in 1970 and -provides develop
1l8Sistance to the less develo_ped countries of the Cai':i.bDea.n, most of
which ha.VJe a.jer capita GNP below $300.00.
· The Unite States is not a member of the CDB hut has loaned it
funds through the Agency for International Development. Venezuela,
Columbia, Canada and the United Kingdom are donor members of
the CDB. Borrower members of the CDB include: Barbados, Guyana,
Jamaica, Trinidad and Tobago, .Antigua, Beliae, Dominica, Grenada.,
St. Kitts-Nevis-Anguilla, St. Lucia, St. Vimeent, MontseiTat, British
Virgin Islands, Cayman Islands and the Turks and Caioos Island3.
IDB lending to the CDB will be an efficient means of channellingassistance to a numbe of small countries in the hemisphere without
having to expand IDB membership to include a large number of new
mini-countries. Given its special Upel'tise and knowledge of the needs
of its area, the CDB is a logical vehicle for helping to finance thedevelopment of the Caribbean regio"'. The Oommittee feels that IDB
lending to the CDB is in the interests of tlw United States as it will
improve economic conditions in the smallest and pot'>rest countries or
the neighboring regions, the Canobean.
·-

funds fQr this institution flew in the face of the charter creating the
Inter-American Development Bank and ]egally could not be ac.cepted by the institution. Unfortunately, this has turned out to be
the case precisely.
In a letter from the President of the Inter-American Development
Bank, the Honorable Antonio Ortiz Mena, to the Secretary of the
Treasury, the Honorable William E. Simo~, dated April 23, 1975,
President Ortiz Mena stated :
Any unilateral mandate by an individual member with
respect to the use of funds would flow both against the letter
and the spirit of the B ank's charter and even though there
might be very worthwhile circumstances, it would open the
door for all members to similarly lay down terms governing
the use of their respective contributions and subscriptions.
The intrusion of such mandates into the decisions of the
Board of Directors would, in my opinion, do irreparable
harm to the international cooperative character of this or
any similar institution. If any one member can determine that
its resources be utilized for only one purpose, then another
member may, for example, require that the resources it contributed be utilized only in certain countries and not in other
-countries. The possibility of restrictions of this kind is limitless. Any deCision to dedicate resources for a particular
purpose should be determined in a multilateral manner in
accordance with the decisionmaking process P.rovided in the
Bank's charter, so that all members contnbute with the
same understanding. In any event, dedication of funds for a
sp~cific purp?se in advance of. pr?je~t pz:esentations presents
senous handiCaps for a finanCial mst1tut10n.
It is for this precise reason that your Committee seeks to remove
the earmarking provision contained in the Foreign Assistance and
Related Programs Appropriation Act. I t appears to the Committee
to he less tlian fully responsive to our partiCipation in the IDB to
authorize and appropriate funds on the one hand, and on the other
hand to place such restrictions on the use of those funds as to make
the funds unacceptable to the IDB.
More specifically, the representations made that the IDB has been
.oblivious to the needs of low- and moderate-income people by not
providing funds to cooperatives and cooperative-tyPe endeavors is
not the case. It has been st ated that out of a total of $3.7 billion
.contributed by all member nations to the IDB's funds for such
.operations, only $2 million has gone to credit unions and savings and
loan associations. Without arguing whether savings and loans are
.cooperatives, but speaking to the basic point of whether .o r not cooperatives and cooperative-type institutions have been helped by the
.Bank, the following is the actual fact:
In 1972, the Bank made $1.9 million in loans to agricultural,
fishing, industrial and other types of cooperatives;
In 1973, $46.6 million in loans was made to these types of
institutions;
In 1974., $78.1 million in loans was made to these types of
institutions;

EARMAIUONG OF

CoNTlUBUTlONs

TO

THE IDB

Earlier this year, the Foreign .Assistance and Related Programs
Appropriation Act for fiscal year 1975 (Public La.w 94---11) earmarked
$50 million of the $225 million appropriated for Inter-American.
Development Bank soft loons to "inorease the produetiv(" capacity',.
and ' 1provide basic housing to rural and urban citizens at the most
economically disadv1.ntaged level." The rationale for this earmarking
is as follows:
This etf9rt to direct a portion of the Ban,k's soft loan
resources (of which the United States· has supplied 66.3
percent) through co<Jperatives operat~ at the ~mi~ roots
was necessary to overcome the Banks almost exclusive
preference for l~nding through governmental entities.
This earmallking plQvision was not contained in th House-passed
foreign aid bill, but was a.c~d \ly the House .conferees and con-tained in the conference reported bill ro the Rouse. In the opinion of themajority o:£· the Members of you:~: (Mnm}tt.efl, ·a. point of order would
have prevailed against this provision contained in the conferenc&
r~rte~ bill, bllli!ed on. the pr'?position c~ntft:ine~ m llie House. R~les
t~a.t this ~nfe:rence .h1ll was m fact legtSlatmg m an appn?pnat~ns.
bdl and therefgre violated the Hou~ Rules. Other comsideratiommitigated against raising a point of order at that time. Members of
this Committee were fully aware of the fact that the earmarking of

H.R. U l - 3
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ln 1975, from Jan.uary to date, $28.7 million has been approved
for these types of ms~itutioris, iu::l.d around. $100 million additional
is under consideration for the remaiildet of the year to cooperatives, credit unio!ls, and similar type organizations.
Many Members of your Committee completely share the sentiments
eXpressed that the Bank should devote 'as much funds as possible for
ditect assistance to low- and moderate-income people. We agree that
in large part this c!"n best be d~ne through lending directlr an~ indirectly to coopero.tiVIes1 both agncultural and urban, to ·credit umons,
etc. But the proper approach to carry out these obj-ectives is through
our United States Governor and Executive Director to the Bank
through their voting rights on the IDB Board, and not through the
ea.rrn.a:riring provision contained in the For~ign Assistance and Related
Programs Appro:pria.tion Act.
The above constitutes the background and justification for your
Committee's action in this instance.

would be admitted on such terms and conditions as the CDB would
determine by vote <if nob less tha:n two-thirds of the total numlrer of
Governors representing not less than three-fourths of the total v'othtg
power.
Cuba is :not putsuing me:rn.be'I'ship i'n the CDB. E:.Veb if Ctrba
applied for admis!rlon w the .Bank, it is very doubtful, in spite of
Cuba's ~conomic situation, that it would be admitted as anything but
a donor member. In October 1971 the Board of Govefnors of the
CDB decided that as a general ruie non-ftmding regional members
could not borrow from the Bank for five years after their admission.
After that period, they could borrow from the ordinary capital of the
Bank otily np to the amount of their paid-in oapital. Columbia and
Venezuela were admitted to the Bank ori those terms.

CunA

Cuba is not a member of the Inter-American Development Bank.
Under the IDB Charter, Cuba as a regional country, would only be
eligible for membership in the IDB if it is a member o~ the .Org~niza
tion of American States (OAS). Althoug:b the legal s1tua.t10n 1s not
absolutely clear, it is highly .unlikely that Cuba would qu#y for
IDB membership since Cuba 1S presently excluded from part1c1pat10n
in the Inter-American System, including the OAS.
. . .
The background is as follows: Cuba was excluded from parttCIJ?atwn
in the Inter-American System by Resolution at the 1962 meetmg of
Foreign Ministers under the Rio Treaty. It can onl;r become 11; participating member in. the System if %of th.e States whwh are pal' ties to
the Rio Treaty vote m favor of a R.~olut10n to that eff~ct:
Even if Cuba were to become eligible for memberslnp m the IDB,
it would not be admitted automatically. Under the Bank's Charter.
Cuba would only be admitted in accordance with, s-qch terms and
conditions as the Bank'El Board of Governors by tnaJOrlty vote would
determine. In this conhection, several factors are relevant which
would be given serious consideration by the Board.
Cuba is aheady a member of the International Investment Bank, a
Communist bloc regional development iilstitlltion, and the question
would be raised of the apprc..I>riateness of Cuba's bel'O'n.ging to more
than one regional bank. The IDB Board of Governors would also have
to be satisfied that Cuba would fulfill all its obligations under the
Bank's Charter and would comply with all the ~onditions necessary
before receiving loans. These would include full rtght~ for finns of all
member countries, including the United States, to bid on projects
and send the necessary technicians to Cuba.
Finally, it should be pointed out that the United States will have
between 35 and 40 percent of the voting power in the Bank. If the
question of Cuban IDB membership were to aris~ the Administration
would consult with the Congress, iti.clnding yout uommittee.
The Caribbean Development Bank (CDB) makes loans only to its
ttlembers. Since Cuba is not a member, it could not borrow from the
CDB.
As a country in the Caribbean region, Cuba would be eligible for
membership in the Bank. Admission would not be snt<mta~"""-Cuba.

AGRICULTURAL AND R uRAL LENDING

Agriculture has received more :Bank lending support than any other
sector. Twenty-three per cent of the Bafik's total volume of $7.4
billion in loans, or $1.7 billion, has ~one into a:grieu:lture. The Balik's
agricultural loans are helping to itnprO'Ve productiotJ: and marketing
by expanding irrigation works, rntal ele'ctriti:cation, fa.trn-to-marke't
roads and storage facilities and by providing farmers with machlnety
and equipment, fertilizer, seeds and breeding livestock. Some loans
are fuiancing land clearance, settlement, housing and sanitation
projects and other rural se't"Vices. Othets are helping to improve
education and research in the agricultural sciences.
The IDB has provided funds to the leading ag1'icultural research
centers such as the International Center of Tropical Agriculture in
Colombia and the International Maize and Wheat Improvement
Center in Mexico. The IDB was instrumental in the formation in
April1975 of the Group for International Cooperativn in Agricultural
Development and Food Production in Latin Amelica.
Many operations in other fields have directly benefited agriculture.
For example, loans for hydroelectric plants have made possible flo~
control or irrigation on large tracts. Loans in industrial development
have helped foster the manufacture of farm machinery, fertilizer and
other agricultural inputs. The IDB ~stimates that about 40 ju~rcent of
the Bank's total lending has 11. direct or indirect impact dfi: agrieulture.
The IDB has been a leader in lending for integFated rural development where organizational and logistical problems are especially
difficult, such as in rural health services, education, small farmer
credits, and feeder roads. Rural water supply is also a good example
of a sector in whicli the IDB has pls;ye-d a pioneel'ing role. Over the
past five years, IDE-financed projects provided potable water for the
first time to an estimated additional10 million people in nearly every
Latin American country. Even with this e:ffott, only Z5 percent of
Latin America's rural population has access to potable water and
much remains to be done to raise the living standards ef the rural poor.
EXPROPRIATION DISPUTES IN LATIN AMERICA

The Administration has adVised the Coiii.iirlttee that at this time
there al'e no outstanding disputes which, W'OI'lld requi!re the Umted
States to vote negatively on Bank loans to Latin America. It is
presently unclear whether Marcona Mining Company will be com-
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pensated for the recent expropriation of its investment in Peru, and
the Administration is following closely developments in that situation
as well as a few others.

TABLE 8.-tl.S. PARTICIPATION IN FUND FOR SPECIAL OPERATIONS CHRONOLOGY OF AUTHORIZATIONS.
AND APPROPRIATIONS I
[Dollar amounts In millions!

LEGISLATIVE HISTORY OF UNITED STATES PARTICIPATION IN THE
INTER-AMERICAN DEVELOPMENT BANK
The United States participated actively and constructively in the
founding of the IDB in 1959. Since then, the United States has
supported the IDB and reaffirmed its commitment to help finance
Latm American economic and social development through periodic
contributions to replenishment of the Bank's resources. At the same
time, increased contributions from the Latin American members and
a new member, Canada, have permitted the U.S. contributions to
decline as a share of the Bank's total resources. Moreover, the Bank's
increasing ability to borrow funds in private capital markets, has
permitted the United States to reduce its paid-in subscriptions and
thus the absolute U.S. budgeta!'y outlay in support of the Bank.
Through June 30, 1975, the United States had contributed a total
of $3,040 million to the Fund for Special Operations and had subscribed to $2,409 million in capital (of which $362 million had been
paid-in). Tables 7 and 8 show the history of the IDB legislation.

Public
Law
Authorizations:
Driainal eohttlllution ••-.••••••. __ • _______ • .,_. ______ ~--lst Increase __ ______ __ ___ ________ __------ ____ --------- __

glj'~~:s:_~~=====:::::::::::::::::::::::::::::::::::::

3d increase ______________________ ------------ __________ _
4th increase ___________________________________________ _

ll18111tnt.---···.--·--·--"-------... ·-. ---t:1ftpaynnt
A•.Y.~tnt. ............. ----.-·------:··-··----~
...... ---.. ·-...... --.. -----......._---.---------"'

---------------= = = ==''· 997.1
=

Ttlld.._ ............:.. ....... ~--··--,. . . --.. ,.:................... ;..~. . . -~,.J.--.:. ...... ... ... ..... -t.. ~--:.. ...... ...
II.

ApprdprillliiiM~

1. Qri&i!lal paid-in capital:

~!#~:a~::::::::::::::::::::::::::::::::::::::
2. 1st increase paid-in capita'-----------------------------

2d payment.
_______ ----------------------------- __ ---_
3d
payment___________
------- ____ ---- ________________
4th payment_ ____________ -------------- __ -------------

86-213
87- 329
87-872
92-18
92-242
92-571
93-240

30.0
60.0
60.0
25.0
75.0
25.0
25.0

- - - - - -300.0
-

Sept. I, 1959.
Sept. 30, 1961.
Oct. 23, 1962.
May 25, 1971.
Mar. 8, 1972.
Oct. 26, 1972.
Jan. 2, 1974.

Tottt.:~J....... ~- -~~ .. ; ...........·...............·".r......... :. .....~ .............. ;~~-:!..t..;. .. -;.... !. ......... .:.:. ...............·

3. Original callable capita'-- ---- ------------------------ -4. lsi increase callable capital:
1st installment ______ ------------- -- __ ----- -------_
2d installment. ___ ---------- ---------------------5. 2d increase callable capital:
1st installment. _____ ___ ------------- ___ ----------2d installment. ________ ------ ____________ --------6. 3d increase callable capital:
1st installment__ ____ ------- __ -------------------__
2d installment. __ _---- _____ _------- _____ ---------3d installment.. _--------------- -----------------4th installment__ ______ ------- -------------- __ ----Total callable capltll••••••

==
= ==200.
=
0 Sept. 1, 1959.
86-213
88-634
89-273

205.9 Ocl 7, 1964.
205.9 Oct. 20, 1965.

9()-sSI
91-305

205.9 Oct. 17, 1968.
205.9 July 6, 1970.

92-18
92-242
92-571
93-240

200.0
136.8
168. 4
168.4

- - - - - I,-697.2=----------·-------··-.-------------====~=

Total ordinary capital•• ------~--------· •• ------·----·----·--__ :.
I
1

MOV legisletion is not Included.
Difference is attributable to rounding error,

11,997.2

May 25, 1971.
Mar. 8, 1972.
Oct. 26, 1972.
Jan. 2, 1974.

50 Sept. I, 1959.
50 Sept. 30, 1961.
50 Jan. 6, 1964.

90-249
9091=519841

300 Jan. 2, 1968.
300 Ocl17, 1968.
300 Feb. 9, 1970.

•

~r.r:~:_:_:_:_:::=:::::::=~==~==::::::::I:::::::
lk
-----·•-, ·••••
'l)~•nt.

Aug. 7, 1959.
Do.
Jan. '22, 1964.
June 4, 1968.
Dec. 30, 1970.
Do.

2, 800

900
$1btoti1.. ~------------~~-----: •• :.~--------------~-----------------------

Amount Date
$150.0
200.0
411.8
411.8
150.0
673.5

Aug. 7, 1959.
Jan. 22, 1964.
Mar. 24, 1965.
Sept. 22, 1967.
Dec. 30, 1970.
Mar. 10, 1972.

4. 1967 expatlslon:

5. 1970 tlJifrtSlOI\;

86-147
86-147
88-259
90-325
91-599
91-599

$100
50
750
900
100
900

3. Expanded:
250 Apr. 30, 1965.
1st PIYI'Ilfllf.#..._..._ __.,••l'-••-----•-------- 1 ~•t•,
89-16
250 Oct. 20, 1965.
2d pajln'ept..'•• ~--- -~ ---~----~-----~-------·:_.____
89-273
250 Oct. 15, 1966.
3d pay""llt----······•-·•-·-·----~-- •------···--·
89-691
$ublotill ____ , ______ __ _____ __ , _______ ; _________.___-__-__-___-: ___- _ - - - - - 750

[Dollar amounts in millions[

I. Authorizations :
Original
paid-In capital.---------------------------------Original callable
capitaL ______ __ ___ ____ ___ __ _________ ___ _
Increase callable capital. __ ----- _____________ ------ ______ _
Increase callable capital. __ -------- -- ------------- - ------Increase in paid-in capita'--------- --- -------------------lncrease in callable capita'----------------------- ------- --

90-88
91-599
92-246

Total-------------------------------------------------------------Appropriations:
1. Original contribution:
lst payment_ _____ -----------·----------- _______ _
86-213
87-329
2. 1st ~~~r~:i~~-n_t:::::: ::::::::::::::::::::::::::::::::
88-258

TABLE 7.-U.S. PARTICIPATION IN ORDINARY CAPITAL, CHRONOLOGY OF AUTHORIZATIONS AND APPROPRIATIONS 1

Public Law

86-147
88-259

89-6

Amount Date enacted

L.

---~ •• -

-••.

••· .,

92-18
92-571
93- 240
94-11

sublolit. ~- ___ ~ - ____ .r:. __ _": __ -·- ___ .c. __ , __ ~· -_ .J.. __________ _

50
225
225
225

May 25, 1971.
Oct. 26, 1972.
Jan. 2, 1974.
Mar. 26, 1975.

725

1diaL'..--___ :--· __ -~--~--- ...~. _____·:~ __·_•• ___=:========
: ____ ·-----__
2, 525
1

MOV legislation is not included.

CoNCLUSION
The Committee believes that the United States should continue tO
contribute to the Inter-American Development Bank. The Bank is a
well-run development institution ma)ring a major contribution to the
growth and development of an area of key iri:lportance to the United
States.
The Committee has long believed that the foreign development
assistance efforts of the United States should emphasize multilateral
~evelop¢ent banks. These banks provi~e an effective and cooperative
mternatwnal approach to the econonnc development of the Third
World.
In the opinion of the Committee~ the bill provides a well balanced
package of r~gio~al burdens~aring, new noruegional c~ntributions and
a U.S. contributiOn that relies more on callable capital and less on
direct cash outlays.
TITLE II--AFRICAN DEVELOPMENT FUND
INTRODUCTION
The African Development F und and Bank face an extremely
challenging task because Africa is the world's least developed continent. Over half of the 25 poorest, least developed countries in the
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world are in Africa; 13 of the world's 18 land-locked developing
countries are African; and 22 of 33 of the United Nations' "most
seriously affected" (MSA) countries are African, (Cameroon, Central
African Republic, Chad, Dahomey, Ethiopia, G~a.na, ~uin!la, Iyory
Coast, Ke:QyJ!., Lesotho, Malagasy Repubhc, Mah Mauntama, N 1ger,
Senegal, Sierra Leone, Somalia, Sudan, Tanzania., and Upper Volta).
The MSA countries are those judged to be so poor and so ahQrt of
1ood that crop failures and the high prices of grain, fertilizer and
petroletpn threaten them with bankruptcy and their people with
starvatiOn.
In the past few years, severe drought in the Sahelian zone as well
as in tJ:!e East African countries of Ethiopia, Somalia, Kenya and
~a~zama has had a particular~y. devastating impact, Since the late
s1xt1es, prolonged drougl}t conditiOns have affected appro1timately 23
million people in Chad, Mali, Mauritania., Niger, Senegal, and Upper
Volta in the Sahel region of Africa. An estimated 8.4 million perple
have experienGed hunger, malnutrition and disease, as well as loss of
livestock, crops, dwellings, and means of livelihood. As many as
100,000 persons are estimated to ha,ve died of starvation or related
causes in these countries. Some seven million cattle have perish~d at
an estimated loss of over $288 million. Crop losses have been in excess
of $183 million. Losses in foreign exchange ea.rniP.g~;~ are not known.
While the spotlight has been on the magnitude of human suffering, the
effect on the economies of the Sa.helian countries has been so devastating it is likely to hold back development in !llany areas of the reg{on
for some ti:me to come.
According to the Bank, in 22 of 41 African nations, food production
is failing to keep pace with the populatjon growth. Africa, haa sufficient
land to feed its people but needs additional irrigation, fertilizer,
technical assist&nce and other input.
·
Millions' of acres of arable land have either r~m.imml un'Qaad
because they are physically inaccessible due to the lack of roads,
irrigation and other infrastructUPe, or else are underexploited due to
the prevala.nce of diseQ.se such as onchoce,rciasis and trypa.nosomi~s.
There is a.ls.o a. need for increasing agriculturfl.l credit services to
farmers if they are to expand output and adopt new technologies.
The Bank estimates that only about 5 percent of African farmers
currently receive institutional credit, compared to 15 percent each
in Asia. fl.nd Latin Americ~.
About 75 percent of the African po.puJation is engaged in subsistence
agriculture, and in half of the countnes per capita income is less than
$100 per year.
Africa has some of the highest population growth rates in the
world. The average annual rate of population growth in Africa during
tlJ.e period 1970-75 was 2.66 percent, compared with 2.64 percent in
South A$a, 1.63 :percent in East Asia., 2.73 percent in Latin America
and 0.99 percent m North America.
Health care facilities in Africa are among the worst in the world.
According to the World Ba.nk, the life expectlj.ncy at birth for 1965- 70
in Africa was 43.3 years, compared with 52.2 years in East Asia, 48.8
years in South Asia, 60.2 years in Latin America and 70.4 years in the
developed countries. In some African countries the life expectancy is
astonishingly low, e.g., 34 years in Cameroon, 33 years in the Central
African Republic a.nd 29 years in Chad. Vast regions of Africa are

afflicted with debilitating diseases such as river blindness and
schistosomiasis. In sub-Sahara Afri~a, s.bout 270 million people
remain exposed to mala.riai infection without any orga.nized protection.
In some areas, the malarial infection rate is 90 to 95 percent.
IMPORTANCE OF AFRICA TO THE UNITED STATES

In. his state of the World address to Oo~ress on April 10, 1975,
President Ford expressed the desire of the United States to develop
closer rela.tion.s Wlth the :r;1a,tions of Africa. U.S. i:r;lterests in Africa
are both political and economic.
From a poli.t~ca.l standpoint, it is recognized that because of their
~umbers, ~he inde);)endent countries Q{ Afijcp. p~ay an impo;rtant role
m the. Umted NatJ.o.os and hold a. key poatl()n m the councils of the
less developed and nonaligned countnes on policy issues of direct
concern to the United States.
Africa has a _gro:wing economic signi,ficance for the United States
3? ~ell_. Total U.S .. exports to all .o~ Af~ca rose from just over $2
bilhon 1n 1973 to a httle u.nder $4 b1llion m 1974. A$ a. resnlt Africa's
share of U.S. world expor~ grew from 3 percent in 1973 to 4 perc~n.t
in 1?74. Under the Articles of the Fund, procurement of goods and
semces for projects financed by the Fund is limited to members
o:Q.Jy. Until ~ United _States jo~ ~he Fund, we will be Ullable to
compe~ for this potentu~Jly substa.ntid source of export earnings.
Dul'Ulg the 10·year period from 1964 to 1974, U.S. investment in
Africa increased from approxima~ely $0.8 billiop. to $4.5 billion and
Africa's share in U.S. direct inveatment abroad· increased from' 2 to
5 percent, excludi,ng South Afdca.
The long-term trade and investment figures show a clear trend
towar~ greatly increase? interest by American business in African
countnes, b?th ~ supplie~ and as purc~rs of goods and services.
Any consideratiOn of Afnca must take mto account the substantial
resources ,fou!ld there . .Africa poss~es ap~o~ately.: 96 percent of
the worlds diamonds; 60 percent of 1ts ~old, 45 :pfJiCM.tof its cb.rome;
42 pe:rc~p.t of its cobalt; 34 percent of 1ts bau~te; 23 p41rcent of th.e
known reserves of uranium ore; and 17 .percent of the copper.
Investment and tJ;ade in minerals a.nd petroleu~ ~~oouut for the
lw;gest. sha.r~ of U.S. ~omi? ~.tf\:ity in .Africa. Tbrea.:quar.tew of
U.S. drrect mvestment m Af:nca. 18 m these areas. I:n 1974, African
p.etrole~m alone acco\ID~ for ~ .percent of total U.S, imports of
crude oil. Last year the U.S. ohta.med the following perc~tages of
its mineral im p~rts from Africa: cobalt-52 percent; mangwese,41 p~rcen~; &J;~.tunony-3~ percent; ~atmu:m-35. percent; and indu.st.nal <ti.a.tn~nds-a~t 100. vercent by origin. In addition to
minerals, the United States obt8JIUI SQ. percent of our coffee and 37
perce!lt of our cocoa from Africa exporters.
ThJS growth in our trade and investment relations with Africa
has a.~o in.voh:ed. a significant shif~ i~ geogl11-pbic emJ?hasjs. Until
the. nmet.een sutws, when the maJonty of black AiriCIIJ;l nations
achieved mde_pende:nce, the American economic stake in the R&pl.lbllc
of South Afnca was. a~t &8 important as our economic involve~
~ent in the res~ of Africa combined. H<?wever, wh~n .Alfgola 'becomes
md~pend6Jjtt thiS year, 73 pelice~t of drrect Amencan mvestment in
Afnca south of the Sahara and over three-fourths of our trade with
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TABLE 9.-AFRICAN DEVELOPMENT FUND STATEMENT OF CONTRIBUTIONS

that area will be with independent black African countries. Thus,
our interest in those countries belonging to the African Development
Bank has grown substantially.
THE AFRICAN DEvELOPMENT FuND
In 1966, in recognition of these problems and in an effort to increase
the involvement of non-African industrial nations in Africa's development efforts, the African Development Bank undertook discussions
with developed countries on establishing a concessional facility associated with the Bank. After 6 years of ne~otiations, and with U.S.
assistance in drafting the charter, the Afncan Development Fund
(AFDF) was inaugura~d in July 1973. The present members of the
Fund are Canada, Brazil, Japan, 12 European donors and the Bank,
itself, representing all of its member countries. The European members are: Belgium, Denmark, Germany, Finland, Italy, The Netherlands, Norway, Spain, Sweden, Switzerland, United Kingdom, and
Yugoslavia.
The Fund is legally sel?arate from the Bank and managed by its
own Board of Directors, siX of whom are chosen by the Bank and six
by the donor countries. A 75 percent weighted vote is required for all
operational decisions.
The Fund uses the Bank's staff and draws upon its expertise, as do
the concessional funds of the other international development lending
institutions. All loans bear a three-fourths of 1 percent service charge,
with a 50-year maturity including a 10-year grace period. The Fund
directs its loan resources toward social development projects. Although
all members of the AFDB are theoretically eligible for concessional
·
loans, in practice, only the poorest receive them.
FUND RESOURCES
Since. tJ;e F}lnd's esta~lishment, donor nations have_pledged about
$135 million m concess10nal loan resources and the Bankjhas contributed another $7 million. The U.S. contribution of $25 million for
the African Development Fund provided for in H.R. 9721-which
represents about 15 percent of the contributions so far pledged by
membera-:will bring the level of total subscriptions to about $167
million. The U.S. contribution will be equal to that of Canada. Japan
and Germany each have pledged $167 million. Contributions by prospective members, Argentina and Saudi Arabia, would result in a U.S.
share of about 14 percent.
The AFDB recognizes the Importance of concessionallel).ding in a
region as poor as Africa and is continuing to seek additional resources
for the Fund through the enlistment of new members, the increase in
donor subscriptions, and bilateral loaris ·and grants. Replenishment.
of the Fund's capital resources for the 1976-78 period was discussed
in Geneva in June 1975. New resources of over $300 million are expected from these discussions. The Bank management is also contin~ efforts to involve additional donors more intimately in its
operatiOns through concessional loans to the Bank and membership
in the African Development Fund.
Table 9 shows the breakdown of donors and their subscriptions.

[In millions of dollars] •
Percent share
actual
Subscriptions
members

Actual members as of May 31, 1975:
AFDB..•-----------------------------------------------------

c~~lr-~_--:::::::::::::::::::::::::::::::::::::::==:::: =::::::

Canada. _____ ------ --------------------- --------------------Denmll'k________ -- -------------------------------------------

~r~~~~~::::::::::::::::::::::::::::::::::::::::::::::::::::
~~~~n::::: :::::::::::::::::::::::::::::::::::::::::::::::::::
Netherlands.. ----··-----------·----------------------------··

~~!~~~:_____________________________________________________ _
Sweden
Switzerland._. ___ -·-----·-----·-·------_~ __________ •• _______ _

:::::::::::::::::::::::::::::::::::::::::::::::::::::

~~:s1a~~~~~~~--:::::::::::::::::::::::::::::::::::::::::::::
Subtotal----------------------~---------

~·~· mllllbn: .

.

.

- . ..

.

.

.. .

..

7.3
3. 3
3.3
25.0
7.8
16.7
2.2
11.1
16.7
6.6
8.4
3.3
10.0
6. 9
10.2
3. 3

6. 141

2. 324
2. 324
17.606
5. 493
11.761
1. 549
7.817
761
4.648
~- 915
2.324
7.042
4.859
..7.183
2. 324

u.

Percent share
actual and
prospective
. members
4. 071
1. 840
L840
13. 943
4. 350
9.314
1. 227
6. 191
[314
.680
4. 685
1.840
5. 577
3. 648
.6. 689
1. 840

--------------------142.0
100.000 ----·----·-··

==================

ArpntlnL ........................................................ - !..J'.,'.~. ;. __ - .. • .. - .. • ....... ..
. Saudi Arlbla.••••••••••••••••••, ......... ~J'•F --·'"·•·-··-···
· United States............................~;.!..., .............. .
•t

2.2 ··---·······-10.0 -----·-· - --- -25.0 -·-·-·-------·

1.227
5. 577
13.943

SuMOIII................................., •••••••.•••••••••
37.2 ---·····-----··---------- --Grand tRII .......: ••••••••••••••• ___ ...... . ~!,L ..•.....••=='::
17='9.72=__=__=_=
__=__=__=__=_= =
1oo"'.=
oo"'o

•:converted at UA1=$1.11. Totals may not add due to rounding.

AFDF LENDING
During its first year of operations in 1974, the Fund made 17 loans
totalling $47 million to finance de-.lopment projects and feasibility
studies in thirteen .countries, predominantly in. the..a.:rea e>f agriculture-.
Seven of these loans, for $19 million, were for long-term development
projectssuch as village wells, roads, earthen dams, and irri~tion in
the drought-affected countries of the Sahel. The large~t borrowers from
the Fund are Lesotho ($5.6 million), Mauritania ($9 million) and
Rwanda ($5.1 mi,llion) which together account for 42 percent of the
Fund1s total lending in 1974, its·first year of opf)ration.
'
The Fund staff has laid out an ambitious lendi~g program for the
next 3 years, and plans to double the amount of its loans during 1975.
Agriculture and transportation will be given particular attention and
the most needy borrowers will be given priority. (See Table 10 for
more detail on the Fund lending programs by country and sector) .
Both the AFDF and the AFDB use their resources to provide fuiancing for projects and programs which promote the economic and social
development of their members. The primary distinction between the
lending criteria for the Bank and the Fund is that the Fund directs
its lending to those countries whose economic situation and prospects
req]lire development financing to be on hjghly concessional terms.
The Bank lends to the wealthiest as well as to the poorest of its
members. The average per capita income of the countries it has lent to
is $237. The Fund, however, restricts its len<Ung to the pqorest African
nations. The 13 countries it lent to in 1974 had an average per capita
income of $123. Nine of them, which are classified .b y the Umted
H.R. 541--4
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Nations as among the "most seriously affected", received 78 percent of
the Fund's resources last year. These same countries are scheduled to
receive 23 of the 30 loans planned for 1975.
The Bank and the Fund also differ somewhat in the types of projects they finance. The Bank has concentrated its lending primadly in
the areas of public utilities and transportation, although it has also
extended lines of credit to local development banks and financed some
agricultural projects. Over half of the Fund's lending in 1974, its first
year in full operation, was for agricultural projects. A few loans were
made for transportation and public utilities. Unlike the Bank, the
Fund has not financed any industdal projects nor extended financing
to local development institutions. The Fund also uses its resources to
finance studies and projects in the health field, an area in which the
Bank does not lend.

on the markets of member countries this July and is also seeking to
obtain long-term loans from financially stronger members.
The Bank's lending activities, which totaled only $31 million for
the 4-year period 1967-70, reached $43 million in 1973 and $89 million
in 1974. Through December 31, 1974, the Bank had authorized $214
million for Ordinary Capital loans for 80 projects in 32 member
countries, mainly in the public utilities and transportation sectors.
The sectoral distribution of AFDB loans from inception through
1974 was as follows: transportation, 37 percent; public utilities (i.e.,
electric power, water supply and communications), ·32 percent;
industry and financial institutions, 19 percent; and agriCulture,
12 percent.
The Bank gives priority to specific projects or groups of projects
involving two or more member countries which demonstrate clear
efforts towards self·help, the mobilization of local resources and the
promotion of trade among members. The Bank also makes loans to
development institutions which relend to medium and small businessmen and farmers. Since 1972, all its loans have been made at 6 percent
per annum pius a 1 percent fee, and with maturities normally ranging
from 5 to 20 years plus a grace period of 3 to 6%years.
The Bank bas made considerable effort to secure resources from
both African and Arab oil producing countries. The four OPEC
members of the Bank-Algeria, Gabon, Libya and Nigeria-have
increased their subscriptions to the Ordinary Capital of the Bank.
These four countries accounted for 32 percent of total subscribed
capital of the Bank in 1972 and 39 percent in 1974. In 1973 and 1974
the Bank increased its ordinary capital stock by $170 million. Of the
$148 million paid in by 28 member states, 51 percent or $76 million
was accounted for by the OPEC members. While contributing almost
40 percent of the Bank's subscribed capital, these four coun tries
received only 13 percent of its loans. In fact, Libya has never borrowed
from the Bank and Nigeria has declared itself ineligible to receive any
AFDF concessional assistance. Some member countries have turned
to the Bank to administer development contributions which are apart
from their regular subscriptions to the Bank. For example, Algeria
turned over its $20 million of the Arab Oil Fund for Africa to be
administered by the Bank. All of these funds were disbursed by M arch
1975, for concessionalloans to pay for oil imports.
Recognizing that its resources are limited and that it needs to improve the technical skills of its staff, the Bank has made considerable
effort to increase its effectiveness and that of the Fund through cooperation with international organizations and bilateral agencies.
Fourteen of the Bank's 85 professionals have attended the Economic
Development Institute of the World Bank which trains officials in the
techniques of project development and appraisal. The United Nations
Development Program, the World Health Organization and the Food
and Agriculture Organization have worked closely with the Bank
staff in preparation of programs in health and agriculture. The Bank
bas also received cooperation through externally provided funding and
personnel for technical assistance. To date the Bank has received $16
million in technical aid to improve and speed up the appraisal of
potential projects. This past February there were sixteen technical
experts working with the Bank from various bilateral and international
organizations.

TABLE 10.-AFRICAN DEVELOPMENT FUND-LOANS BY COUNTRY AND SECTOR 1974
(In millions of dollars] 1
Country

Sector

Burundi. _________________________________ ---- _______ Water supply __ • __ ----- __ ____ -------____
~~d - ___ _____ ______ ---- - - ____________ ------- ___ ___ __ #;~;~~~~{e-

Amount

2. 2

------_________ -------____ __
~=£~!{!~-~~~==:::::::::::::::::::::::::::::::::::=::: _~~~~uo~~~~~~=::~==:=:::::~:::::=:::::==
MaiL ____ ------------------- ••••••• ____ ____----··--- _____ .do___ _____ __ -------------·_________

~:4. 4~

Do. ____ ----------------·····---·_----·- _________ Transport• ••• __ •• ____ •• · ---___ __ __ _____
Mauritania. ____ ----·····-··-··---------------·----·-- Water supply •• ··----------- - -----------

•4
4. 0

8t====~=====~=: ==~===::::::::::::===~==:::::=:::_ ~~~~~~~~~==:::::::::::::::::::::::::::
t~e~~!~~~---~~::::::: :::::::::::::::::::::::::::::::::::: :3~:::::::::::::::::::::::::::::::::
Sudan _____ __________________________ •••• ··--_ __ _____ _•• do____________ _______ ••• ••• __ ____ __
Rwanda ________________________________________ --···· ___ .do•••••••• ____ __________ ____ _______
Do. _. ______ • _____ _- -···-- ___ --·- _______ •• •• •••• _ Transport. _____ ---------- __• _____ • ••• __

4: ~

4:4. i7
•4

~: ~

4. 4
Swaziland _________________ •• __ -----· ••••• _- - - - - ______ Agriculture. ____________ - -·-·--- ______ __
•3
Upper Volta. __________________ -----· ••• _•• __ ______ ___ Transport ______ -·- __ •••• •• -··- ______ _____ _ _
•4
Total .

•

••••••• _______________________ --------------------·.. • •

46. 6

'Converted at UAl=$1.11. Totals may not add due to rounding.
Source : AFDF 1974 annual report.

THE AFRICAN DEVELOPMENT BANK

The Bank was established on September 10, 1964, to assist in the
economic and social development of the newly independent African
nations and to promote economic cooperation among them. The
Bank's headquarters are in Abidjan, Ivory Coast, and it has 41
member countries, all African. 1
The Bank's authorized capital was initially $302 million. The
authorized share capital of the Bank has been increased in each of the
last two years and now totals $484 million. Half of this is to be paid
in and half is to be callable. As of December 31, 1974, the pa1d-in
capital of the Bank amounted to $225 million- all from African
countries and all in convertible currencies. (See Table 11). The Bank
also has about $13 million of borrowed resources from Canada, Sweden,
and Austria and is continuing its efforts to borrow at favorable terms
from nonmembers. The Bank plans to begin placing two-year bonds
1 Algeria, Botswana, Burundi, Cameroon, Central African Republic, Chad, Congo, Dahomey, Egypt, Ethiopia, Gabon, Gambia, Ghana, Guinea. Ivory Coast, Kenya, Lesotho,
Liberia Libya, Malawi, Mall, Mauritania, Mauritius, Morocco, Niger, Nigeria, Rwanda,
Senega!, Sierra Leone, Somalia, Sudan, Swaztland, Tanzania, Tog6, Tunisia, Uganda,
Upper Volta, Zaire, Zambia, Guinea Bissau, Equatorial Guinea.

l
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TABLE H.-AFRICAN DEVELOPMENT BANK
SUBSCRIPTIONS TO ORDINARY CAPITAL AND LOANS RECEIVED AS OF DEC. 31, 1974
(Dollar amounts in millions) I
Su~scribed

Country

~~~:na::::::::::::~=~=·~:..:::::::::

Burundi........... ............. ... .
Cameroon.. .. ..................... .
Central African RepUillicL ........... .
Chad'· ............................ ..

~~;~~~m~~~~~~~~~~~~~~~~~~~~~~

Gambia •........................... ..
Ghana .............................. .
Guinea '------...................... ..
Ivory Coast. ........................ .
Kenya ........... ................... .
Leosotho............................ .
Liberia.............................. .

~~ra~~~-~~~ ~~~~:~~~~ ~~~~~:::::~::::~ ~

Mali....... _....................... ..
Mauritania.......................... .
Mauritius ........................... .
Morocco ...................... ---.. ..

~~:l~~~==

======================: =
~enr~=·teo-n=ii=i=~:::::::::::::::::::::::

Somali.. ... ....... _............... _
Sudan .......... ..... ...... ....... . ..
Swaziland.. ___ ..................... ..
Tanzania............................ .

~~~f~~=
=::::::::::::::::::::::::::::
Uganda .... _........................ .

Upper Volta ...................... ..
Zaire.............................. ..
Zambia ............................ ..

capital

Paid-in due I

Paid-in
received

f47.4
1. 2
2.1
7.3
I. 2
1. 9
4.2
I. 7
12. 5
36. 3
6.1
l. 2
15.5
4.0

$17.9
.1

$17:9

·,3:~

3. 3

11.5

li.S
1.3
4.4

6j).5

3.1
2.8
2.1
3.6

22.5

1. 9

1i0.5
1. 5
6.7
3.8
3. 3
15.3
2.9
11.5
2. 4
8.3
6.8
1.6
36.3
19.4

.7

.7

.1

, ].

.4

.4

1.0

1.0

6.3
1$. 2

4.4
1.2

.9

••

7~1

1. 7

4.4
4.2

1~~

20.6
1.3
1.5
.7

t~i

22.4

.7

3.4
1. 5
1. 5

6,2
•5
4.9

.7

4. 2

2.8
.9

9. 1
8.1

.9

.... ___ __ ------------·-· .

Number
of loans
received

$10-2
' 2. 7
4.8
~,6
.2
0
7.9
2.3

3
1
1
1
1

4.2

!.1
4.8
0
7.6
' t.1
.5
11.5

18.2

5.8
0

.9
(')
?.1

1. 5

4.4

~~~

0

t3
.7

6.2

1.5

.7
1.1

9~~

0

16.7
1.7
11.7

1.0

22.4
.7
2.8

0
91.4

1. 5
1.5
6.2

8.2
3.0
12.8
3.6
9.9
5.1
9. 1
11.0
4.8
7.0
8.1

.5

4.9
.6

4.2
2.8
.9
9.1
8.1

Tota,l..........................
449.1
171.6
149.0
Mulfl~atiorial proJ~- ................... ,_ ................................... ..
Grand total

Amount
of loans
received

0
3

2
0
1
1
0
2
2
2
4
0
4

0

3
I

1

0
4

1
3
0
3
4

2
4

2
3
2
4

4

2

2

3

204.7
9.1

76
4

213.8

80

t'Converted at UA1=$1.21. Totals may not add due to rounding.
'Half the subscribed capital ($225,000,000) is to be paid in and half is callable. Of the paid in, $172,000,000 was due
as of Dec. 31, 1974.
a In arrears. Arrearages amounted to $23,000,000.
• Less than $100,000.
Note: Guinea Bissau joined in May 1975 and Equatorial Guinea Joined in June 1975 as the 40th and 41st members.
Source: AFDB 1974 annual report.
wHY JOIN ANOTHER LENDING INSTITUTION

Why should the United States join another international financial
institution since the United States is already a member of the World
Bank and IDA? Your committee believes that our past experience
with the Asian and Inter-American Development Bank demon,.
strates that a smaller institution with a predommance of local citizens
can do a better job of m~eting certain requirements than the much
lar~er, worldwide or~anization. The African countries concur in this
behef, since the regional institution gives them more control over
the course of their own development. Moreover, the work of the
AFDF and that of the World Bank in Africa are complementary.
The World Bank concentrates on larger, more complex projects

utilizing expertise gained fro!ll worldwide ?Pe~ations: The AFDF'
focuses on small-scale, basiC mfrastructure proJects and calls upon
the first-hand knowledge and African experience of its staff to meet
problems unique to Africa. .
.
. .
.
Because of their res_Qonsiveness .to the partt~ular conditiOns m
their regions, the United States beheves that regwnal ~a~s hav~ a
special role in the development process. We are not alone m supportmg·
important element of foreign assistance.
development banks as
The regional banks arc ?trongly supported by most of ~he ot~er
Western aid donor countnes. Of the fourteen OECD countnes whwh
are the largest contributors of development assistance, only Fbmce,.
Australia and the United States do not contribute to the AFDF.

an

VoTING PRovisioN' oF '!'HE FuND AGREEMENT

The two decisionmaking bodies of the African Development
Fund are its Board of Governors and Board of Directors. All the
powers of the Fund are vested in the Board of Governors which,.
except for certain specified powers, can. be deleg!l-t~d to the ~o~d
of Directors. The Board of Governors Is responsibile for adrmttmg·
new members to the Fund, amending the Articles of Agreement,.
authorizing increases in subscriptions, and other major policy decisions.
The Board of Directors, on the other hand, is responsjble for the
direction of the general operations of the Fund, including makingdecisions on individual loans.
According to the Agreement Establishing the African Development
Fund the Governors of the Bank also serve as Governors of the Fund.
In addition the nonregional donor countries are each entitled to·
appoint a Governor in the Fund. The B ank, as a group, ,and ~~e
donor countries, as a group, each have 50 percent of the_ votmg
power. The voting powe~ of each <;tovernor of _the Fund who 1s also ,a
Governor of the Bank 1s proportiOnate to his share of the Bank svotes. The voting, yower of each governor appointed b)" . fl.. d<?hbr"
country is proportwnate to that country's share of the subsc:riptwns.
of the donor countries.
The Board of Directors of the Fu~d is composed of twelve_ d,i rectors.
six from the donor countries and six from the Board of DrrMtors of
the Bank. The directors designated by the Bank have 50 percent. of
the voting power and the directors selected by the. do~or countnes
have 50 percent of the voting power. Each of the six drrectors from
the Bank controls one-sixth of the votes allotted to them as a group.
Each of the six directors representing donor countries m·a y represent
several donors, constituting a constituency. The vote. controlled by
such a director is based on the total votes of the countnes represented
in the constituency. If there is a disagreetnent within the constituency on an issue, the director can split the vote aQeordingly.
All operational matters _before the Board of Gove~o.rs or the Board
of Directors must be demded by a 75 percent maJonty of the total
. .
.
voting power of the .parti<;ipants. . .
Because of the 75 percent majonty vote proVIsiOn on operatiOnal
matters, any country or group of countries control~ more th~~ 25
percent of the voting power would be able to block actiOn on a decisiOn.
At present, no single donor country ~as anywhere near 25 per<:eP.~ of
the total voting power. Canada, which has the largest subscnptwn,
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only has 9.3 percent, while Japan and German;r each control6.2 percent of the vote. However1 it 1s possible that if the four largest donor
countries formed a voting block they would have a veto Jower over
decisions. For example, Canada, Japan and Germany an Italy, the
four :W.,rgest subseJ':ibers, together control. 25.8 percent of the vote,
which would be sufficient to veto any operational decision.
Likewise, if the Bank directors chose to vote as a block, they would
have an effective veto over Fund operational decisions (including loans)
beCQuse the Bank controls 50 :(lercent of the voting powQr in the Fund.
The 75 percent voting provisiOn ensures that neither the :Bank as a
single entity, nor the donor countries as a group, will be able to impose
its will in the Fund.

or otherwise expropriate<! the property owned by a U.S. citizen, unless
the President determines that (A) an arrangement for prom{>t,
ad~quate, and effective compensati~ has been made, (B) the part.ies
have submitted the dispute to arbitration under the rules of the
Convention for the SettlewJlnt of ~J?:vest;tll.61lt Disputes, or (C) good
faith negotiations are in progress. This is the same language contamed
in the other development bank legislation except that in the case of
AFDF the United States will not initially have its own director and
therefore must exercise this expropriation section through a director
shared with other member countries.
This seotjon re:fiects the view of the Committee that le~ation on
U.S. participation in multilater~ development lending mstitutions
should provide for our casting negative votes against loans to countxies
which expropriate U.S. owned prope:rty.
This section conforms with well established Conf9'essjonal policy on
U.S. p~rtici,pation in the deve~opment lending institutions. The Committee notes that there have been a number of expropri~tions in
Africa, and that a number of disputes remain unresolv-ed. .As of
January 1, 1975, there were 24 unset1Jed cases involving expropriation
or national~ation of properties owned by U.S. firms in Africa. Eight
of these expropriations occurred in 1974. The countries involved are
Central African Republic, Congo (Brazzaville), Dahomey, ~ibya,
Som~lia, Sud!'n, Tfl.n~ania, U_ganda and Zaire. Dahomey, Somalia and
Sudan reoeived loans from Al'' DF in 1974.
The Committee understands that the U.S. Government has in the
past used its gQod offices in negotiating settlements in e~propl'i~tion
cases and that results have been _good. N everthelsss, in view of our
uniform JWlicy on e~}».'opris.tio.p elsewhere, the Committee feels that
such policy sho-qld alS.o apply to our particip~ttion in the African
Development Fund.

U.S.

REPRESENTATION ON THE BoARD

o:F DIRECTORs

In contrast with its rej>»esentation ia the other developing lendWg
institutions, the United States will probably ha.ve to share a Director
with one or more donor countries in the Fund. When the United States
joins, the Fund, it will designate a directm then representing one or
more donor countries to represent it and cast its votes. In this manner,
the United States will be assured that its. vote will b~ fully. exercised
even if it is not represented by a U.S. citizen. The Administration has
not yet negotiat~d with any of the present Fund members as to which
constituency the United States wouldjoin.
The next election of the Board of Directors will take place in the
Spring of 1976, at the third annual meeting of the Fu:r.ld. At that time,
tli.e United States may be able to secure a directorship through
t;tegotiating with other donor countries for one of the sb!: directorships
tillotted to the dono!'$. For example, the United States may join with
several other countries to form a constituency with an American as
the Director of the group. At present, five. of thE~ six Directors represent other countries as well as their own. Ja:pan has a sole directorship
althol.lgl!. it has only 12 p·ercent of the v:otmg power~the minimum
necessary under present procedures for the selectwn of a sole directorof the donor countries.
To be absolutely assured of obtaining one of six directorships
allocated to the donor countries in the next el~ction, the United Sta.tes
would h&ve to hold at least %or 16.6 percent of the voting power of
the donor countries. Because the membership of the Fund and the
size of the total subscriptions of the donor countries will be increasing
between now and the next election, we cannot accmat,ely determine
the size of the U.S. subscriptions necessary to maintain a %share of
the donor countries' voting power.
ExPnoJ;>RIATION PoLICY

Section 210 Of Title II contains an expropriation policy for U.S.
participation in the African Development Fu:nd, as do the public laws
authonzing U.S. membership in the Internl).tional Development Association, the Asian Development Bank and the Inter-American
Development Bank.
Section 210 l'rovides that the U.S. Governor of the AFDF will ha"e
the Executive Director representing the United States in the AFDF
cast our votes against any loan to a country which has nationalized

CQNCLVSIQN

Your Committee believes that the United Stat~s should pf!.rticipa.te
in the African Development Fund. The cost of participation is com:paratively sml).ll and the U.S. percentage share is modest. Yet the
potentiJ~.l benefits to the United States are signifioant-p. strengthened
economic presence in an area of growing importance to the United
States and demonstl'atiop of our concern for the development and
prosperity of the :regia!}.
·
Your Committee believes that participation in the Fund is consistent
with our na.tional interest in bui.lding cooperative economic relatio.ns
and will be viewed by the Africans as a clear indication of our good
will and our interest in their growth and prosperity.
CoMMITTEE CoNSIDERATION

The Subcommittee on International Development Institutions and
Finance held hearings on bills providing for increased participation in
the Inter-American Development Bank and participation in- the
African Development Fund on July 15 and July 29, 1975. Witnesses
testifying before the Subcommittee included the Secretary of the
Treasury, Assistant Secretaries of Treasury and State and other
representatives from those departments. The Subcommittee also
heard testimony of Members of Congress. The Subcommittee held a
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markup .s~ssion on $ept~~ber 23, 1975, and unani:i:nously reported
H.R. 9721 to. the Committee. The Committee favorably reported
H.R. 9721 on October 2, 1975 by a vote of 23 in favor and 2 opposed.
BUDGETARY IMPACT

The impa.c t of this bill on the U.S. budget is substantiall;r less than
the total authorizatio:r.L Of the $2,250 million authcrizatmn; actual
cash i:mtlity'S would amount to $720 million, a substantial reduction
from the $1,&30 million cash outlay in the last replenishment. The
remaining $1,530 million of the authorization is callable capital and
is not expected to require any expenditures now or in the future
because snch capital would be called only in the unlikely event of a
massive and widespread default by Bank borrowers. No outstanding
callable capital has ever been drawn down.
Appropriation of the first $40 million of the three equal installments
of paid-in capital and the first $200 million of ordinary callable capital
installments, would be sought in fiscal year 1976. Since the covenants
limiting borrowing to the amount of U.S. callable capital available on
demand would not apply to inter-regional capital, the Committee has
been informed by the Administration that it does not intend to seek
apJ.>ropriati?n of th~ $930 :million p~oposed for callable subscriJ?ti(;ms
to mter-reg10nal caJ.>Ital. The Committee agrees that no appropnat10n
is necessary except m the highly unlikely event that a call is made and
that U.S. payment is reqyired as a result of such a. call.
On the basis of authonzation legislation, U.S. interregional callable
capital subscriptions would be backed by the full faith and credit of
the United States. Payment of the paid-in portion ($120 million)
would ·b e in the form of a noninterest bearing letter of credit, and only
a part of this would result in cash outlays in fiscal year 1976. An
appropriation would be requested in fiscal year 1977 for the first
$200 million of the U.S. contribution to the FSO but only a small
fraction of this amount would result in cash expenditutes in fiscal
year 1977. The FSO contributions would also be made in noninterest
bearing letters of credit so that the Bank may draw down the funds
as they are heeded. As a result of this procedure, there is little bu~g,
etary Impact in the early years.
H.R. 9721 authorizes 8Jso $25 million for the African Dev:elopment
Fund to be paid in installments of $9 million, $8 million and $8 million
in fiscal years 1976-78. The Administration plans to pay these amounts
into the Fund in those _years, rather than using letters of credit, to·
a-void problems with maintenance of value. The Administration has.
informed the Committee that iii keeping with current U.S. 'objectives
relating to maintenance of value in the other international development lending institutions it will try to work out an arran15ement with
the Fund to avoid potential .maintenance of value obligations. These
arrangements may accelerate budgetary. outlays in the short-run,;
but they may ehminate the need for later maintenance of value
payments.

Committee Vote
H. R. 9721 was favorably reported by the Committee by a roll call
vote on October 2, 1975, with 23 votes cast for and 2 votes cast
ag,ainst reporting the bill.
Oversight
The Subcommittee on International Development Institutions and
Finance has ov~rsight responsibility_on the ~u_bjec.t m~tter of ~he bill
and held oversight hearmgs on U.S. participatiOn m multilateral
development institutions prior to the consideration of this bill. The
bill is consistent with the consensus of vi&Ws in the oversight hearings.
Congressional, Budget Office
No estimate or comparsion has been prepared by the Director of
the Congressional Budget Office relative to any provisions of this bill.
Cost of the Legislation
The Committee estimates that .the following cost£ will be incurred
in car:ryin~ out the provisions of ~:R. 9721. ~The Jl~ll p~ovid~s for
authonzattons totalhng $2,275 milliOn ($2 ,2o0 milhon m Title I
for the Inter-American: Development Bank and $25 million in Title
II for the African Development F und) . .Appropriations are expected
to be requested in the following sequence: fiscal year 1976, .$265 :million ;
fiscal year 1977, $440 million; fiscal year 197·8, $440 million; and fiscal
year 1979, $200 million. (See Table 1 of thi3 report). Hence the total
:amount in the Bill for which appropriations would be sought is $1,345
million. As discussed earlier in this Report, the Administration will not
seek the appropriation of $930 million-·foF subscriptions to inter:regional callable capital stock of the Inter-American Development
Bank.
The cash cost to the United States of H.R. 9721 will be $745 million
.($720 :million for IDB and $25 million for AFDF), which would be
-appropriated a3 follows: fi'3cal year 1977, $265 million; fiscal year 1978,
$240 million; and fiscal year 1979, $240 million. (These appropriations are included in the appropriatiom cited in the paragraph above,
i.e. they are the ca-3h portion of those appropriations). The expen<litures of these appropriations will be spread over a number of years.
''fhe funds for AFDF would be paid out in the year of appropriation.
However in the caae of IBD, the United States would give the Bank
non-interest bearing letters of credit; the Bank would draw on the
~etters of credit for actual disbursement needs over a period of several
years beyond the year of appropriation.
Cost Estimate
Title I, Inter-American Development Bank of H.R. 9721 is the
authori~ation legislation submitted to the House of Representatives by
the Department of the TreMury, therefore the cost estimates_are those
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prepared by this depa~t~ent. Title II1 :\fricB.I1 D'evelopment Fund,
authorizes the appropnat10n of $25 milhon. The Depoo:tment of the
Treaoury submitted legislation providing for an authorization of
$15 tnilli0 n..

Inter-Regional. Capital Stock;. (2) rules for the admissi~n of no~
regional countnes to me~bershtp m the Bank; and ~3) ~ mcr~ase m
the ordinary callable capital stock of the Bank. m conJunctiOn With t.he
admission of the nonregj.onal members. SectiOn 24 would authonze
the U.S. Governor to agree to amendments to the Agreement Establishing the Bank to provi?e for membership for the Bahamas .a nd
Guyana. Section 25 authonzes the U.S. Governor to agree to amendments to the Aereement to provide for Bank lending to the Caribbean
.
Development Il'ank.
Section 103(a)(2). Ame:r:ds the In~er-Amenca:n Developm~nt. Bank
Act to include Inter-regtonal Capital Stock m the descr1pt10n of
certain acts not to be taken by the President nor any person o.r agency
on behalf of th~ l!nited States unle~s Congress b~ law aut~onzes such
actions. The eXJ.stmg l~uage apphes only to ordinary capital and the
Fund for Special OperatiOns.
Section 103(a)(3). Ame~ds. the Inter-American Develop~~nt Bank
Act to include in the descnpt10n of SEC exempt Bank secunties, those
securities which are issued in connection with the Bank's inter-regional
capital. The present language only covers ordinary capital.
Section 103(b) provides that the amendments made by Sections
103 (a)(2) and 103(a)(3) become ~ffective when t~e Board ~f Gov:erno:s
of the Bank approve the nonregwnal membership resolutions cited m
Section 103(a)(l), above.

IN'FLATtON.A.RY !M:PACT

Your committee concludes that under the classical definition of
inflation, enactm~nt and ultimate. funding of this legisl.ation will not
increase the itlflattonary pressures m our economy and vvill not have an
inflationary impact on prices and ctlsts.
The classical definition of inflation-too much money chasing too
few goodS: thereby leading to a11 increase in pljce3-is not applicable
or appraprlate as regar~s the legislation utufet consideration. Fun~s
which may be appropnated as a result of the enactment of this
a.uthor~ing legisla.tion to either tha Inter-American Development
Bank or the A.frica.n Development Bank will be used to purchase
"larg«:l ticket" infrastructure goods and services. Items purchased in
the United States by recipient countries or loans made by these multi~
laterallendihg institutions will consist o~ e~ee~i?~ aervices, J;lea;vy
equipment such as genera~ors a~d ~l'a.mmis9lon .fac~1t1es. r?ad-bm1dmg
equipment, etc. C?mpames Within .theM ffi&Jor :ib.du~tnes ar~ now
operating substantially below capacrty. Erh'Ployment m these Uldus.
tries i~ also substantially down.
Enactment and funding of this legislation will have a beneficial
effect on t~ese pa~ticular indu~tries, i?cre~ing emploJIIient and p~o-.
duction, Without m any way mcreaBillg p11ce& dr adding to any m~
flationary tendencies.
SECTION-BY-SECTION .ANALY$18
TITLE I

Section 101. Amends the Inter-American Development Bank Act
by adding Section 26 and Section 27. Section 26 authorizes the U.S.
Governor to vote in favOT of two resolutions of the Bank's Board of
Governors increasing the authorized capital stock of the Bank and
increasing the resources of the Fund for Special Op~ra.tions, and Section 26 authorizes to be appropriated $1,199,997,873 for the United
States subscription to the cavital stock of the Bank and $600 million
for the U.S. share of the increase in the resources of the Fund for Spe~
cial Operations. Section 27 authorizes the U.S. Governor to vote for an
additional inctea.,e in the authorized callable capital stock of the Bank;
and authorizes to be appropriated $450,002,218 for the increase in the
U.S. subscription to the Bank.
Section 102. Amends the Foreign Assistance and Related Appropria~
tions Act, 1975, in the section headed "Investment in Inter-American
Denlopment Ba.nk" in Title III by deletjng the words th~t provide
that certain portions of the U.S. contribution to the Fund for Special
Operations be used for the specific purposes of financing cooperatives,
credit unions and mortgage credit institutions.
Section 103(a)(1). Amends the Inter-American Development Bank
Act by adding Sections 23, 24 and 25. Section 23 would authorize the
U.S. Governor of the Bank to vote in favor of three resolutions of
the Bank's Board of Governors which provide for: (1) Amendments of
the Agreement Establishing the Bank necessary for the creation of

TITLE II

Section 201. Title II may be cited as the African Development Fund
Act.
Section 202. Authorizes the President to accept membership in the
African Development Fund.
Section 203. The President appoints the U.S. Governor and an
alternate Governor for the Fund . and the Governor votes for the
Director which will represent the U.S. in the Fund. The Director and
his alternate if U.S. citizens may receive pay comparable to mat Of a
e o
Isswn
ass .
ectwn
.
ua
eports on U.S. participation in the African
Development Fund will be submitted to Congress in the same manner
as for the other development banks.
. .
. .
Section 206. The President may not agree to additiOnal subscnptwns
or obligate the United States to the Fund for new funds or loans
without Congressional authorization.
Section 208. Authorizes the appropriation of $25,000,000 without
fiscal year limitation, to be paid in three annual installments of
$9,000,000, $8,000,000. a-nd $8,000,000.
. .
Section 1J07. Authottzes Federal Reserve Banks to be depositones
fOT the Fund if requested by the President.
Section 208. Establishes venue and jurisdiction for civil actions in
the United States against the Fund.
Section fl09. The ~und agreement has full force and effect in the
United St&tes, its tenitqries, po'SSeSSions and in Puerto Rico, ~elud
ing without limit ation that portion of the ag.r:eement dealing ~th the
international immunity of the Fund. The United States retam:;, for
itself the right t<> ta.x sal&ries paid by. the Fund to U.S. cit~ens. .
Section ~10. The President shall tn;;truct the Executtve D1rector
representing the United States in the Fund to vote against loans to
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:any cQuntry which has expropriated . the property of a U.S. citizen
unless cQlllpensation has been made, the :parties have submitted the
,dispute to arbitration, or good faith negotiations are in progress.
CHANGES IN ExisTING

LAw

MADE BY THE BILL As REPORTED

In compliance with clause 3 of rule XIII of the Rules of the House
of Repre;,entatives, changes in existing law made by the bill, as reported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, exi::iting
3aw in which no change is propo;;ed is shown in roman) :
INTER-AMERICAN DEVELOPMENT BANK ACT

•
TITLE

•

•

•

•

I-INTER-AMERICAN

•

•

•

•

•

DEVELOPMENT

•

•
BANK

•

•

CERTAIN ACTS NOT TO BE TAKEN WITHOUT AUTHORIZATION

SEc. 5. Unless Congress by law authorizes such action, neither the
President nor any person or agency shall; on behalf of the United
States, (a) subscribe to additional shares of stock under article II,
section 3, or article IIA, section 2, of the agreement; (b) request or
.consent to any change in the quota of the United States under article
IV, section 3, of the agreement; (c) accept any amendment under
-article XII of the agreement; or (d) make a loan or provide other
financing to the Bank, excej)t that loans or other financing may be
provided to the Bapk by. a United States agency created pursuant to
-an Act of Congress which is authorized by law to make loans or provide other finandng to international organizations. Unless Congress
by law authorizes such action, no governor or alternate appointed to
represent the Urn ted State!!! shaH vo-te fQr ·a ny hwrease o'f"mlpital stock
of the Bank under article II, section 2, or article IIA, s·e aiMi '1, uf the
-agreement of any increase in the resources of the Fund for Special
Operations under article IV, section 3(g) thereof.

•

•

•

•

•

•

•

.S ECURITIES ISSUED BY BANK AS EXEMPT SECURITIES; REPORT FILED
WITH SECURITIES AND EXCHANGE COMMISSION

SEc. 11. (a) Any securities issued by the Bank (including any
guarantee by the Bank, whether or not limited in scope)~in connection
with raising of funds for including in the Bank's [ordinary] capital resources as defined in article II, section 5, and article II A, section 4,
of the agreement, and any securities guaranteed by the Bank as to
both the principal and interest to which the commitment in article II,
section 4 (a) (ii), or article II A, section 3(c), of the agreement is expressly applicable, shall be deemed to be exempted securities within
the meaning of paragraph (a) (2) of section 3 of the Act of May 27,
1933, as amended (15 U.S.C. 77c), and paragraph (a)(12) of section
3 of the Act of June 6, 1934, as amended (15 U.S.C. 78c). The Bank

shall file with tbe Securities a.nd Exchange Commission such IJS ammd
and other reports with regard to sucl:t securities as the Commissioll!
shall determine to be a.ppropriate in view of the special chaiacter of
the Bank and its operations and necessary in the public interest or for
the protection of investors.
(6) The Securities and Exchange Commission, acting in consultation
with the Nationti Advisory Council on International Monetary and:
Financial Problems, is authorized to suspend the provisions of subsection (a) at any time as to any or all securities issued or guaranteed
by the Bank during the period of such $USpeDSion. The Commission
sha.ll include in its annual reports to Congress such information as it
shall deem advisable with regard to the operations and effect of this
section and in connection therewith shall include any views submitted
for such purpose by any association of dealers registered with the.
Commission.

*

*

*

*

*

*

•

SEc. 23. The United States Governor of tke Bank is authorized to vote
for three proposed resolutions .Qj .JJu Board of Governors entitled (a)•
"Amendments to the Agreement Establishing the Bank with respect to tM
Oreatihn of tke I1tfN..Rtgimw,l C(J.pital Stotk of the Bank and to Related:
Matters," (b) "G~neral. · R'ldes Gcrve'l'ning Admwsion of NonregionaZ:
Countries to Membership in the Bank," and (c) "Increase in the Au-tlwrized Callable Ordinary Capital Stock and S u bscriptions Thereto in .
ConnectUm, with. the Admifsion. of Nooirtgitmal Member (Nuntries,"
which were su bmitted to the B oard of Governors pursuant to a resolution
of the Board of Executive Directors ttpproved on March 4, 1975. •
SEc. 24. The United States Governor of the Bank is authorized to agree
to the amendments to article II, section l(b) and article IV, section 3 (b)
.of tM Agreement &tablishing the Bank, as proposed by the B oard of
ExeC'Utive Directors to pro'llid£ for membership for the Bahamas an,d
Guyana in the Bank at such times and in accordan ce with 8tLCh, terms astlte BarJc may determi'TM.
SEC. 25. The United States Governor of tke Bank i8 a11.dhori.ud to agree
to the amendments to artiek III, sectiom 1, 4, and 6(b) of tke Agreement·
Establishing the Bank, as proposed bv the Board of Executive Directors,
t() prwide fw lending to the Oarihbean D evelopvunt Bank.
&c. 26. (a) The United States Governor of the Bank is hereby autlwrized to vote in j(W()r of two resolutions proposed by t1e ·Governors at a
special m~e~ in July 1975, and now pending ~efore the B oard pf
G~ernors of iJ,e Bqmlc, which provide for (1) an increase in the au tlwrizei ca.piW.l stock oj tJu Bank and additional subscriptions of members
thereto Qnd (2) an increase in the resources of th,e Fund fer Special Opera-·
tions a:nd C®tributiuns therf./.0. Upm riiUJ-ntion of such resolutions, tfi,e
United States Governor is authorize& to agree on befialj of the United States
(i) (o S'll.bscribe to ninety-nine thmuiand jour hwul:red and seventyfour
shares of $10,000 par value of the increase i11, the authorized capital stock
of the Bank of which eighty-nine tlwusand five hundreil and twenty-six
shall be callab~ shares a11:d nine tlumsand nine hundrecJ and fort'!J"'eight
shall be paid-in and (2) to contribute to the Fund for Special Operati ons
$600,000,000, in accordance with and subject to the terms and cOndi tions
of such resolutions.
(b) There are hereby authorized to be appropriated, withoutfocal yearlimitation, the amounts necessary for payment by the Secretary oj thee

fTreasuT'!J of (1} $1 ;199;997,873 jflr the 'United Staus 8'1ihseripf:idn to the
capital stock of the wank and (2) $600,000,000 jtOr the UniUd StaUs
share of the increase in the resourlJes of the Fund for Special Opetations.
SEc. 27. (a) The UniUd StaUB Governor of the Bank is hereby authorized to voU for an additional increase of one hundred and eight thousand
ehares of $10,0QO par 'Value in the authorized callable capital stock of
the Bank as reccrmmended in the resolution of the Board of Governors
-entitled 'Increase of US$4 Billion in the Authorized Capital Stock and
Subscripti{)'Tt8 Thereto'. Upon adoption of a Board of Governors resolution increasing the authorized cap7-tal stock of the Bank by such amount,
the UniUd StaUs Governor is authorized to agree on behalf of the United
StaUB to subscribe to thirty-seven thOU8and three hundred and three shares
of $10,000 par value of such additional increase in callable capital in
accordance with and subject to the.terms and conditions of such resolution.
(b) In order to pay for the increase in the UniUd States subscription
to the Bank/rovided for in this sec#on, there ~ hereby _authorized to be
appropriaU , without fiscal year limitation, $450,002,218 for payment by
_the Secretary of the Treasury.

FOREIGN ASSISTANCE AND RELATED PROGRAMS
APPROPRIATIONS ACT, 1975

*

*

*

*

*

*

*

TITLE III-FOREIGN ASSISTANCE (OTHER)

•

•

•

*

*

*

*

INVESTMENT IN INTER-AMERICAN DEVELOPMENT BANK

For payment to the Inter-American Development Bank by the Secretary of the Treasury for the United States share of the increase in
'the resources of the Fund for Special Operations authorized by the
Acts of December 30, 1970 (Public Law 91-599), and March 10, 1972
(Public Law 92-246), $225,000,000, to remain available until expended [: Provided, that of this amount $25,000,000 shall be made
available only to responsible cooperatives whose primary purpose is
to increase the productive capacity of rural and tirban citizens at the
most economic~lly disadvantaged l~vel: Provided further, that
$10,000,000 of this amount shall be made available only to local credit
unions or national or regional federations thereof, whose primary
purpose is to increase the productive capacity of rural and urban
citizens at the most economically disadvantaged level : Provided
further, that $15,000,000 of this amount shall be made available only
to responsible savings and loan associations or other mortgage credit
institutions, or national or regional federations thereof, whose primary
purpose is to .provid~ basic housing to rural and urban citizens at the
most economiCally diSadvantaged level].

*

•

*

•

*

*

*

SUPPLEMENTAL VIEWS OF MR. GRASSLEY
On October 2 while this committee was reviewing H.R. 9721, a bill
to increase participation by the United States in the I~ter-American
Develo~ment Bank, I was on the floor of the House de~atmg a measure
-of cruCial importance to Iowa's farmers. Thus, I did not have an
-opportunity to comment on this legislation.
.
Section 102 of the committee-passed version is particularly disturbing to me. I t is intended to legislate the removal from the Fo~e~gn
Assistance Appropriations Act of 1975 (Public Law. 94-11) .a proVISIOn
which earmarks certain amounts of funds appropnated for. the Fund
for Special Operations to be used "to increase the productive c~pacity
of rural and urban citizens at the most economically disadvantag,e~
level." Specifically, of the $59 million earm!lrked, $25 ~~lion is to be
made available to "responsible" cooyeratlves, $10 million to local
credit unions. or national or r~gi~na f~deratio~s there?f•. and $15
million to savmgs and loans, which m Latm Amenca are similar to our
old building associations. Section 102 authorize.s .the removal from
Public Law 94-11 Congress' mandate that $50 million be used to help
those who need assistance most.
There is a clear need for this sort of provision as is evidenced by a
revealing statement of Senator Inouye in the Senate Appropriations
Committee hearing on the Foreign Assistance Appropriations authorization. He noted that information available indicated that less than
$2 million out of a total $3.741 billion contributed by all member
nations to the !DB's Fund for Special Operations has gone to credit
unions and savings and loans. (Out of this $3.741 billion, the U.S.
has contributed $2,540,350,000, or about 70 percent.) In fact, exaCt
figures on just how much has gone to these sorts of institutions, and to
grassroots cooperatives are not readily available. Congress has long
sought, but been unable to obtain, such figures from the ~D~. -p-~
fortunately, I believe the IDB h~s opted to protect certam mstit~
tional interests rather than to provide such figures. Apparently, certam
members are opposed to American efforts to earmark funds for co-operatives and similar. sorts of institutions. This is supported by a
statement of Mr. John Hennessey! former Assistant Secretary of the
Treasury for International Affairs who stated in testimony before
the Senate Appropriations Committee:
I think part of the problem with the credit unions and the
cooperatives which we have not totally bridged, is the fact,
that, in the past the governments themselves, the nations
involved, have not generally been willing to back thein up
financially.
I cannot understand why the governments in question should be so
hesitant to back up those sorts of institutions when, in the 1973
Annual Report of the IDB is written:
For many Latin American farmers, the coope:J,"ative associations or related organizations based on collective· service
(39)

40
have been very useful as a means of improving their standard
of living and providing greater partiCipation for them in
socio-economics that countries have hoped to achieve.
Mr. Hennessey has even stated that "you just can't get at small
farmers unless you work through cooperatives and intermediate types.
of institutions such as that."
The Treasury Department which is responsible for administeringAmerican affairs which related to the IDB argues that the earmarkingof funds to credit unions, S & L's and the like is not good, because
money that flows through the former goes primarily to government
employees, and money that goes throu~h the latter finances $5,00()
to $10,000 homes for the better ofi Latm Americans. Sooh syecious
arguments fail to take account of the language of the provtsion of
Public Law 94-11 in question, which mandates that the U.S. funds
be used ••to increase the producthre capacity of rural and urban.
Citizens at the most uonomUally disadvantaged level."
The Treasury argues further that earmarking would upset the
operations of the IDB. But such earmarking already characterizes
the contributions of certain other member nations. As a contributorof almost 70 percent of the money that makes up the Fund for Speeial
Operations, it is incumbent upon Congress that we assure the American people that their money is going to assist those Latin Americans
who are truly in need. In a regular commercial bank, you can be sure·
that anyone whose deposits make up over a few percent of its cash
assets will have an influence on how his money is used. So is it wrong
for a contributor of nearly 70 percent to insist that at least a small
portion of its contribution be used specifically for what is intended
by the contributor?
In this country, co-ops and credit unions draw their membership
from a defined community of individuals whose purpose it is toaccumulate a pool of capital which can aid other members. Co-ops,
in particular, are democratically controlled and thus help create a
community of trust which facilitates the access to loan money at
reasonable rates. That sort of set-up has inade farming and othersorts of endeavors in free enterPrise work in this nation. Similar sorts
of institutions in Latin America, when given aid and assistance, have
worked equally as well.
In areas of the world where there are vast differences in wealth
among citizens of a single country, dissatisfaction among the J.>OOI'"
citizens has often created an ideal breeding ground for Commumsm.
Frankly, I believe that if the United States does not insist that substantial sums be used to facilitate the growth of J?.roductively oriented
lending institutions at the grassroots level, we will simply be inviting
the seeds of Communist organization into this hemisphere. This is a
risk Congress cannot take.
Thus it i~ incumbent upon Congress that it delete from H.R. 9721
the provision which deletes the earmark now contained within Public
Law 94-11. We must give a signal to the American poop~ that Con&ress will spend their money as they would want it spent. And we must
signal our Willingness to play a meaningful role in affecting the nation•s
policies toward Latin Ariier1Ca. Fin&Jly, we must m&~e clear our intention to assist those citizens in Soutli America who do not have the
means to nnance their own productive endeavors independently.
CHARLES

E.

GRASSLEY.

SUPPLEMENTAL VIEWS OF MESSRS. JOHN H. ROUSSELOT~
CHALMERS P. WYLIE, GEORGE HANSEN, RICHARDT.
SCHULZE, HENRY J. HYDE, AND WILLIS D. GRADISON,
JR. ON H.R. 9721
H.R. 9721, a bill providing for incre~ J?~rticipa~o~ in. the .InterAmerican Development Ba,nk and for 1mtlal partiCipatiOn m the
African Development Fund, needs to be considered in light of (1) the
amount of economic assistance, of various typffi, which the United
States has already provided to foreign nations since World War II,
and (2) the diminished ability of the United Statffi to continue to
provide such assistance in the future.
The attached tables indicate that during the years 1946-1974, the
United States provided a net total of more than $11.5 billion in
~conomic assistance to Latin America and another $4.75 billion to
.Africa. Projections provided in the Prffiident's budget for fiscal year1976 called for new obligational authority and for additional outlays
-of approximately $4 l;>illion.
This level of foreign economic assistance will have to be reduced to
:some extent if a significant reduction in the budget of the Federal
:government is to be made during the next 3 years to achieve the
President's announced goal of a balanced budget at the end of that
period.
The following additional comments are addressed specifically to the
proposed $25 million initial contribution to the African Development
Fund:
1. The $25 million contribution to the Fund, the "soft loan"
~ounterpart to the African Development Bank, which is to be paid in
.annual mstallments of $9 million, $8 million, and $8 million, respectively, exceeds the budgeted amount by $10 million, or 67 percent.
For our Committee to increase the amount of the initial contribution
from the budgeted amount of $15 million to $25 million is to head in the
Qpposite direction from that in which economic reality demands that
we proceed.
2. Not all of the member countries of the African Development
:Bank itself have fully paid their own subscriptions to provide paid-in
~apital for the Bank. This point was established as a result of an
answer provided by the Honorable Charles A. Cooper, Assistant
Secretary of the Treasury for International Affairs, in response to a
question submitted by Subcommittee Chairman Henry B. Gonzalez :

Question. Are all of the subscriptions of the African
countries of the Bank up to date?
Answer. The AFDB has had a problem with arrearages on
paid-in capital but has negotiated settlements with the
delinquent members and the amount of arrears had been reduced from 40 percent of paid-in capital in 1969 to 13 percent of paid-in capital in 1974. In April 1975, total arrears
were $20 million compared to $24 million the previous year.
(41)

42
One country, Egypt, which accounted for 70 percent of all
arrearages, has formally agreed to a 3-year settlement
schedule. Settlements have also been negotiated with
Ethiopia and Senegal. Chad and the Central African Rep~plic have yet to sign settlement agreements. 1
3. The United States is being asked to contrib]J.te ·c~pital to the'
African Developtnent Fund under conditions which Sharply restrict
this courltty's abilitY to infitience decisions regardi.rlg . assistance to
be provided by the Fund. Unlike other multilateral internatiOrial
financial, assistance institutions in which the United States participaites, th(\ ADF provides that one half of the voting power is to be
exercised by ··the. African Development Bank. This. arrangement
leaves ~nly- the remaining half of _the votin~ powe:t: to be exercis_ed in
proportwp. to the a.mo:q.nt of cap1tal contnbuted to the Fund 1tself.
In Qthtr words, tM. U.S. has tht opportunity to make a contrib-uti<m Qj
money to tht ADF, but tht weight of its influence will be confined to.
one half of the proporti<mal amount of its contribution.
Some place along the line Congress must demonstrate that it is
acutely aware of the terms and conditions, as well as of the amounts.
of U.S. contributions to international economic assistance institutions._
rThe African Development Fund, Hearing before the Subcommittee on .International
Developm«~Jlt Institutions and Finance of the Committee on Bank1ng, Currency, and'
Housing, p. 9!!. .
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Equivalent to Official Development Assistance (ODA).
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SUPPLEMENTAL VIEWS OF MESSRS. HENRY J. HYDE
AND JOHN H. ROUSSELOT
The United States is being asked to contribute $25 million to the
African DeveloP.ment Fund. The Treasury Department has recommended $15 million as the most appropriat e figure for the initial
United States authorization because this supports the amount agreed
upon during the negotiations With the African Development Bank (a
separate organization :to which only African nations other than
Rhodesia and South Africa may belong and which has 50 percent of
the voting power in the Fund) and other non-regional donors. The
Treasury Department stresses the fact that the Fund is a "relatively
small institution and will continue small for some time to come. Because of its size, it cannot effectively hap.dle more than a certain level
of resources." The .T reasury .Department has .assessed the capacity
of the ;Fu;nd a~d tak~n into consideratio!l the relation o! ?ther,<J,o11,ors'
'subscnptwns, mcludmg the Bank's. It Is Treasury's v1ew that, 'We
do not want to dominate the F und by making a lar~e sub~~ripti<l~
nor do we feel that as a new member we must inatch the largest
donor's subscriptions."
.
It is note:worthy. that the Afrie~n Develop!Jle#t B,ailk, · which has
50 percen,t of the voting.power in the Fund, ha.S :ContributM but,$7.3
i;nillioil
the Fund, wh1eh represents slightly oY.er 5 percent~~ tlie
t.o tal contributions.
Also, it should be noted that should we join ~he Fund we. Will not
be able to have our own director until 1978, when the next election
.of the directors of the Fund occurs.
No undertaking of this magnitude ought 'to he 'done in a·vMqum.
Whenever this country makes a substantial investment (or contriou.:.
tion) of taxpayers' money, the political as well as the economic environment deserves close study.
As of January 31, 1975, there were 24 unsettled cases of expropriation or nationalization of property of U.S. firms located on the
African continent. Eight of these occurred in 1974 involving the
Central African Republic, Congo, Dahomey, Libya, Somalia, Sudan,
Tanzania, Uganda, and Zaire.
While it is often suggested that the United States has been ungenerous in its support for the developing nations of Africa, United States
investment in Africa has increased over the last 10 years very substantially from less than 1 billion to 4.5 billion dollars and Africa's
share in United States direct investment abroad has increased from
2 to 5 percent. Moreover, total U.S. bilateral assistance (AID, Public
Law 480, Peace Corps) for the years 1971-75 totaled $1.436 billion
and during the same period total IDA assistance has been $1.162
billion. Our pro rata share of this total IDA assistance is $609 million.

to

(47)

48

49

Unquestionably, Africa has problems unique to a continent so lonooheld under colomal rule. It is unfair to expect its newly developing
countries to accomplish in decades what has taken Western Europe
centuries to achieve. Nevertheless, these problems cannot be used to
excuse. the anti-Westei"I?- and a:nti-American vituperation which is the
sto~k m tr~de of certam leadmg spokesmen of the Organization of
Afncan Umty.
True, the economic needs of Africa may be considered a different
matter from African political rhetoric. However, political issues and
e,conomic needs have a relationship that it is unwise to ignore.
:-t'he ~ea.d of the Organization of African Unity, Ugandan President
Idi Amin, made a. lengthy address to the Umted Nations Gener~~ol
Assemb\y on October 1st calling for "extermination of Israel as a
state" and charging that Zionists control the United States. Accordingto an article in the October 8 Washington Post:
Amin, who ?&s been accused o~ murdering and torturing
thousands of his own people, was gl'V'en a tumultuo-us ovation
by the Assembly last Wednesday after a. speech in which he
called for the extinction of Israel, belittled the aehievements
and . ~nity of America:n ~la.cks, and reiterated the antiSenntJ:C VIew that the Z10msts "own .America.''
O~r own .exception~lly able Ambassador to the United Nations,.
Damel Patrick Moynihan, has stated that it is "no accident that
Pre.sident Amin is this year~s chairman of the Organization of African.
Uruty."
·
. ~.he head of the African bloc at the United Nations, Tiamiou
Ab)Ibade, of Dahomey, thereafter repeated Amin's statements about
the "total grip of international Zionism over the United States" and
announced that the OA U supports everything in Amin's speech. We
can be proud of 9la.rence Mitchell, head of the Washington office of
the NAACP, serving as a public delegate to the United Nations who
said that Amin "sows the seeds of h.ate with cruel and degtadinO' ~ords
* * * we will raise our voices against such an attack on any of ourpeople."

Members of Congress should be aware of these developments, as
-well as other unplea.santries, such as the Libyan Government's refusal
to permit 520 non-Libyan employees of the Occidental Petroleum
Corporation, including 230 Americans from leaving Libya and the
report that our military attache in Ethiopia narrowly missed being
shot on October 4, when Ethiopian army troops opened fire on his
car all give rise to misgivings of a more profound nature.
Can we ever ap:pease the zeal for anti-Americanism with material
concessions granted in the contest of public abuse directed at us in the
United N a.tions? Is it unreasonable to expect a reciprocal understanding of our motives and goals while we are expected to understand
those of the "third world?" Would not an amendment to our participation in these various multilateral institutions, such as was added on
September lOth to the Foreign Assistance Act of 1961 (known as the
Harkin amendment, which provides in essence that "no a.sssitance
may be provided to the government of any country which engages in
a constant pattern of gross violations of internationally recognized
human rights") effectively halt the work of these institutions? It is
interesting to note that many of the strongest supporters of increaing
our initial contribution to the African Development Fund from the
Treasury-recommended figure of $15 million to their own recommendations of $150 million, voted enthusica.lly for the Harkin amendment.
We tend to consider underdeveloped nations in t erms of individuals
and their aspirations; in terms of shared humanity and equal opportunity. But it is abundantly clear that many of the rulers of these
countries speak nationalistically, and their aims are to strengthen and
render permanent their own sovereignties rather than to enhance the
individual well-being of their subjects. Whether this is a laudable goal
to be achieved at our expense is worth considerable thought.
HENRY J. HYDE.
JOHN H. RoussELOT.
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Mr. SPARKMAN, from the Committee on Foreign Relations,
submitted the following

REPORT .
[To accompany H.R. 9721]

The Committee on Foreign Relations, to which was referred the bill
(H.R. 9721) to authorize increased U.S. participation in the InterAmerican Development Bank, to initiate participation in the African
Development Fund, to Amend the Inter-American Development Bank
Act and for other _purposes, having considered the same, reports
favorably thereon With amendments and recommends that the bill
as amended do pass.

1>7-010-76---1

I.

PURPOSE OF THE BILL

The purposes of H.R. 9721 are to authorize $2.25 billion as the
U;S. share of a replenishment of the funds of the Inter-American
Development Bank (IDB), to authorize the U.S. Governor of the.
Bank to vote for the adinission of new members in the Bank and for
Bank lending to the Caribbean Development Bank, and to authorize,
U.S. participation in the African Development Fund (AFDF) with.
a subscription of $25 million for that purpose.
In Title I, H.R. 9721 specifically will:
(1) Authorize the U.S. Governor of the Bank to vote in favor of
resolutions which provide for a $5,303 million increase in the authorized capital .stock of the Bank and a $1,045 million increase in the
resources of the Fund for Special Operations.
(2) Authorize for appropriation $1,650 Inillion for the United
States subscription to an increase in the capital stock of the Bank.
including $930 million for the United States subscription to interregional callable capital stock of the Bank, $120 million for paid-in
interregional capital, and $600-million for callable ordinary capital.
(3) Authorize for appropriation $600 Inillion for the United States
contribution to the Fund for Special Operations.
(4) Authorize the U.S. Governor of the Bank to vote in favor of
resolutions which would adinit nonregional countries-ten European
plus Japan and Israel-to membership in the Bank and would amend
the Agreement Establishing the Bank (the Agreement) to provide
for the creation of a new class of stock designated as Inter-Regional
Capital Stock.
(5) Authorize the U.S. Governor of the Bank to vote for the amendments to the Agreement which provid~ for Bank membership for the
Bahamas and Guyana.
(6) Authorize the U.S. Governor of the Bank to vote for the amendments to the Agreement to provide for Bank lending to the Caribbean
Develo_pment Bank.
(7) Instruct the U.S. Executive Director of the Bank to propose
a resolution to the Bank providing for the development and utilization
of intermediate technologies as major facets of the Bank's development strategy as soon as possible and to report to the Congressabout the progress of this resolution.
(8) Instruct the U.S. Governor of the IDB to oppose loans to.
countries engaging in a consistent pattern of gross violations of human.
rights unless such loans directly benefit needy people.
In Title II, H.R. 9721 will:
(1) Authorize U.S. participation in the African Development Fundi
(AFDF) and authorize an appropriation of $25 million to be pai<.L
in three annual installments of $9 million (1976); $8 Inillion ( 1977r) ~.
and $8 million (1978) as the U.S. subscription to the AFDF.
(2) Instruct the Executive Director representing the United States
in the AFDF to vote against loans to countries involved in unsatis,...
factory expropriation disputes with the United States.
(3) Instruct the Executive Director repr~senting the United Statffi>in the AFDF to oppose loans to countries engaging in a consistent
pattern of gross violations of human rights unless they, directly.·
benefit needy people.
(8 )
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The authorizations which would be enacted by this legislation are
larger than the appropriations which would be required and the
_expenditures which would follow. In specific terms the differences
:are as follows:
The total $2.25 billion IDB authorization in H.R. 9721 contains the
following:
(1) An increase of $1.2 billion in capital stock to be spread over
·,three years. (1976-1978) which in turn includes:
Paid-in Inter-Regional Capital of $120 million to be paid out
j.n each of three years (1976-1978) in $40 million installments.
Oil;li.nary callable capital of $600 million to be available in each
of three years (197&~78) in $200 million installments.
Inter-Regional Callable Capital of $480 million to be available
in each of three years (1971)--78) in $160 million installments.
(2) An additional increase of $450 million in inter-regional capital
stock to be subscribed in 1979.
(3) A contrib_ution of $600 million to the Fund_for Speci~l9pe:ations
to be paid out m each of three years (1977-79) m $200 nnllion mstallments.
About 60 percent or $1.32 billion of the total authorization would
require appropria~ions over the_n~xt four years (1976-1979):
(1) Paid-in capital of $120 million (1976-78)
. .
(2) Ordinary ~apital of $600 million (~976-78) .
(3) ContributiOn to the Fund for SpeCial Operations of $600 nnllion

TABLE H.-Breakdown between authorization·s, appropriations, and actual
expenditures in H.R. 9721

(1977- 79)

Roughly one-third or $720 million of the total authorization would
result in actual expenditures: . .
(1) Paid-in ca,Pltal of $120 milhon (19?6-78)
.
. .
(2) ContributiOn to the Fund for Spec1al OperatiOns of $600 m1lhon
(1977-79)

.

.

Bud~etary impact m

. .

.

fiscal year 1976 would equal $240 million which
is proVIded for in the Congressional Budget Resolution.
TABLE 1.-U.S. PARTICIPATION IN THE lOB REPLEN ISHMENT AND THE AFRICAN DEVELOPMENT FUND AS PRO·
POSED BY H.R. 9721, 1976-79-BY YEAR
(In millions of dollars)
1976
AuthoriApprozations 1 priations

Appropriations
1977

1978

1979

Cash outflow:
.
40
40
40 ----- ----Interregional capital (pa1d In>--------------------------·
120
•0
200
200
200
Fund for special oparations..•• --------- ----·-·······--,600
25
African Development Fund (AFDF) ......................_ _ _ _ _
_·----------------------------_ _ _ _ _ _ __
a 25
240
240
200
65
Subtotal, cash CMit-----------·--···----------------==7=45========== ==
~liable

capital:
0
0
0
0
lnterregiOIIIII caDitll (lOB)................ ,............
• 930
200_ _ 200
Ordinary capltaf<IOB)..................... ............___6_oo_ _ _
_ _ _200
_ _ __ 0
0
200
200
200
Subtotal, callable resources (108)•• ---------------··--·=,;!;,;•5==30====;"===.o=====:=:====:~
1
200
265
440
a
440
Overall total (I DB and AFD-0-........................
2,275

1
1

1976 Authorizations cover currently planned appropriation requests thro~gh 1979.
.
.
. . .
FSO Appropriations for 1976 (of $275,000,000) are bemg requested. Th1s was authonzed under earlier legislation In

l~he administration requested $15 000 000 for the African Development Fund. The House added $10,000,000 for a total
request of $25,000,000. Although the (ull authorization wo~ld be appropriated in 1976, actual expenditures would be made
in 3 annual installments of $9 000,000 In 1976, $8,000,000 In 1977 and $8,000,000 In 1978. .
.
• Appropriations will not be sought for interregional callable capital. The amounts authomed would ba ava1labl~ to _be
called 1n 3 equal installments of $160,000,000 in _1976, 1977 and 1978, The remainder, $450,000,000, IS the U.S. contnbubon
to a planned additional capital replenishment wh1ch would take place In 1978.
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Mim~ms

Total !DB capital replenishment ................ . .. . ... . . . ......... $5, 300
Total Fund for Special Operations replenishment ....... . ...... _...... 1, 000
Overall total. ........................... . ....... . ......... .

6, 300

U.S. contribution-Authorization:
Callable capital. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Paid-in capital . ... , ..... . ....................... . . .. .. ... ....

1, 530
1201

Total capitiU. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
FSO: !DB contribution........................... .. .. . ...........

1, 650600

Total (36 percent of total replenishment) . . . . . . . . . . . . . . . . . . . . . .
Plus Mrican Development Fund. . . ..... .. . ....... .. . ... ........ .. ..

2, 250
25

Total authorization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

2, 275

U.S. contribution-Appropriation (!DB) :
Paid-In capital (interregional capital) . . . . . . . • . . . . . . . . . . . . . . . . . .
Ordinary capital . ...... . ......... . ... . . , . . . . . . . . . . . . . . . . . . . . . .
FSO.. ... ............................................ . ......
Mrican Development Fund.... . ............................ ...

120
600
600
25

Total appropriations required (59 percent of authorization) . . . . . .

1, 345

U.S. contribution-Actual expenditures (!DB $720):
Paid-in capital (interregional capital). . . . . . . . . . . . . . . . . . . . . . . . . . .
FSO .. ......... .. ................... . ........ .. . . . . • . . . . . . . .
Mrican Development Fund (32 percent of authorization· 55 percent
of appropriation) ....................•....•.. , •.. : . . , . . . . . . .

120
600
25
745

II.

THE INTER-AMERICAN DEVELOPMENT BANK

A. Backgtound and Bank Operations
The IDB was created at the end of 1959 and made its first loan in
February, 1961. Nineteen Latin American countries and the United
~tates were charter members. Trinidad and Tobago joined the Bank
m 1967, Barbados and Jamaica in 1969, and Canada in 1972, bringing
total_ present membership to 24 countries. Member&hip for the
Bahamas, Guyana, Japan, Israel, and ten European countries is
contemplated, and H.R. 9721 authorizes U.S. support for this.
In its fifteen years of existence, the Bank has assumed an important
and growing role in Latin American social and eoonom,ic developmellt
through project financing, technical assistance, development planning
and programming, and the initiation of innovative approaches to
development problems. Because it has the experience and staff to
giv:e U.S. contributions a multiplier effect on development, the IDB
is considered a cost effective development investment.
.The Bank car_ries out its financing operations through two lending
wmdows-ordinary capital and the Fund for Special Operations
(FSO). The IDB also serves as administrator for the U.S. Socia]
Progress Trust Fund, the recently established Venezuelan Trust
Fund, and a number of special funds provided by Canada, several
European eountries, Argentina and the Vatican.
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{1) Ordinary Capital
"The ordinary capital, or "hard" loan window, provides development
1oans on conventional terms. It began operations with governmental
subscriptions of yaid-in capital but now obtains its funds largely from
private financia markets by . borrowing against callable ca:P,ital.
Callable capital represents the contingent liability of the subscnbing
countries which can be called solely to meet obligations of the Bank
to its bondholders, and then only to the extent necessary. It basically
·eonstitutes a guarantee which makes it possible for the Bank to issue
its own securities in private financial markets.
As long as the Bank is able to meet the obligations on its bonds
from the proceeds of loan repayments or from the other resources of
the Bank, (including reserves which amounted to $297 million by the
"'(lnd of 1975) the callable capital will not impose any burden on mem·her governments. IDB callable capital has never been called and this
'Seems unlikely because it would result only from massive and sustained
defaults by borrowers. To date there have been only two defaults of
which only $1.8 million remains unrecovered. Should calls be necessary
they must be a uniform percentage of all member governments'
capital shares, although each member is ultimately liable to the full
amount of its callable capital subscription.
The IDB has recently expanded the market for its bonds to capital
markets worldwide. Out of a total outstanding debt of $1.6 billion
(Nov. 30, 1975) , less than half of the borrowing$ have come from the
United States while non-member, largely European countries, have
purchased bonds worth $912 million, Latm American countries themselves hold $116 million. The Bank has never defaulted on any of its
borrowings.
The current interest rate on ordinary capital loans made by the
IDB is 8% and the maturities range from 15 to 30 years depending
()n the nature of the project. These loans are provided on conventional
terms, similar to those of loans granted by the World Bank and are
repayable in the currency lent. In its first 15 years of operations the
IDB provided $4 billion in loans from ordinary capital to Latin
America. These have been heavily concentrated on helping to build
uf Latin America's economic infrastructure and support the growth
o its agricultural and industrial sectors.
(2) Fund for Special Operati ons
The Fund for Special Operations (FSO) finances economic and
social development on concessional terms. Resources for these loans,
therefore, come exclusively from donor contributions and reserves
(totaling $134 million in 1974), which are maintained to provide a
hedge against possible losses. Latin American local currency contributions to the FSO are used for lending within the contributing country
()r to finance projects in other member countries when project inputs
~an be ·p urchased in that currency.
The interest rate on FSO loans ranges from 1 to 4 percent and they
.a re repayable for periods of up to 40 years including 10 years of grace.
Until 1973 they were repayable in local currency but now must be
repaid in the currency originally lent. In 15 years 4.1 billion in concessional financing has been extended to Latin America through the
FSO.

7
Most FSO loans are made to the less developed borrowing countries
either for projects which, while worthwhile, are unlikely to pay for
themselyes over a short time span or, in the case _of the. poorest countries, for income generating projects which nevertheless initially
require eoncessional financing. The percentage of concessionary loans
made to the poorest Latin American countries increased from 17 percent in 1970 to 53 percent in 1974.
Occasionally FSO loans have been extended to the more developed
countries but usually in local currencies and for non-income generating
p:rojects. The most developed Latin American countries have been
decreasing their FSO borrowing. Venezuela terminated it entirely in
1974 and Brazil, Argentina, Mexico, and Trinidad and Tobago have
agreed to limit their FSO borrowing to local currencies during the
replenishment period.
Over the years loans from the FSO have gone to finance projects
in agriculture, transportation and communications, electric power,
education, water and sewage systems, industry and mining, urban
development, housing, and preinvestment studies. The emphasis
has been primarily on agriculture, education and infrastructure.
(3) Other R esources
The IDB also serves as administrator for special funds provided by
several member and non-member countries (Canada, Germany,
Sweden, the United Kingdom, and the Vatican). The single largest
of these funds is the U .S. Social Progress Trust Fund (SPTF), which
was established in 1961. The last $18 million of the total of $525
million is currently being committed on soft terms for additional
social development projects in the poorest countries. In addition, the
IDB and the U.S. Government are coordinating on programming
the local currency reflows from SPTF loans so as to maximize their
usefulness in financing technical assistance and appropriate activities
related to FSO-funded projects. The IDB also administers a $500
million Trust Fund established by Venezuela in February 1975,
from which loans totalling $83 million were extended in 1975 on terms
similar to ordinary capital loans.
(4) L ending Activities
. In its fifteen years of operation the IDB has provided loans totalling
$8.8 billion, amounting to 40 percent of total development financing
received by Latin America from the IDB, World Bank Group and
AID. This has financed projects involving a total investment of
more than $20 billion. In 1975 alone, IDB loans accounted for 47
percent of official external capital in Latin America. IDB programs
include not only project loans but also technical assistance and training programs. Over the years the Bank has tried to achieve a balance
among loans for the directly productive, the economic infrastructure
and the social infrastructure sectors. Table III shows the historical
sectoral distribution of IDB loans.
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TABLE 111.-IDB DISTRIBUtiON OF LOANS

(Dollars in millions)
Sector

Directly productive:
Agriculture__ --.-,----------------------------------------------------------Eco~~i~~~/r:;t~u~1~~~~- -------------------------------------------------------Social.~~o:;~~~cd'rl'ati~niiiiii~:::::::::::::::::::::::::::::::::::::::::::
Infrastructure:

J~~~J~~~~~~~~e::~::::::::::::::::::::::::::::::::::::::::::::::::::::::::::

1961-74

Percent

672

23

$1,
1, 080
1 570
•
1, 311

i~i

15

n

i

1

t•inv:"tt:--.....-----------· --........ ---.··•·--..... ~--.,:.,..,..... ''•f'
133
2
1
To~:m.......:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::
~~
t
- - 7,-416- - - Tobl..---·-···-· ..--................................. ~....--..... ~+-~-~- ....
J~.t.•
100
p

................

Source: H. Rept. 94-541.
~wo specific aspects of current. IDB len~g policy should be noted:
1) Its attempts to develop and Implement mnovative approaches to
development ~nd 2) its commitme~t .to rural and a~cultural development as a pnmary means of asststmg the lowest mcome groups in
Lat~ A.meri.ca. Both of these criteria have been served through IDB
lending for mtegrated rural development and through cooperatives.
Rural development projects combine health services, education small
fa~er credits, feeder roads, and the provision of potable wate'r. Ten
milliOn more people have potable water today than did five years ago
because of IDB projects. Recently the IDB has concentrated on assistance to cooperatives, providing almost $300 million in loans to
coorerative ~ype instit!-ltions since 1972: Fisheries and industries as
wei as a variety of agncultural cooperatives have benefited from this
policy.
Agriculture has received more Bank lending support than any other
sector. Twenty-three percent of the Bank's total volume of $8 billion
in loans has gone into specific agricultural projects and 40 percent has
had a direct or indirect impact upon this sector. Finall;y the IDB is in
the ~orefront in encouraging Lat~ Am~ica~ integratiOn projects includmg the Acaray hydroelectnc proJect m Paraguay which also
benefits Argentina and Brazil, and the Trans-Andean highway between
Argentina and Chile.
B. Need for New Resources
The ordinary capital and FSO resources of the IDB have totaled
more than $10 billion in its fifteen years of operations, $6.2 billion in
authorized ordinary capital and almost $4 billion in the FSO. The
initial capital subscr!-ption in 1959 was $850 million, $380 million
paid-in and $430 million callable ($40 million was not subscribed).
The FSO started out with $150 million. Replenishments in 1964,
1965, 1967 and 1970 and the entry of Canada in 1972 brought these
resources to their present state.
The United States has contributed a large percentage of these
resources beginning in 1959 with a capital subscription of $350 million
and initial input of $100 million to the FSO. In the most recent replenishment (1970) the United States subscribed $824 million in

ordina.ry capital and gave $1 ·billion to the FSO. Total U.S. participation amounts to 40 percent of the capital and over two-thirds of the
resources in the FSO.
The IDB is in immediate need of additional resources particularly
if it is to continue to increase its lending program at an annual
rate of 7 percent in real terms. Its operational experience has indicated
that this is important in view of Latin American development priorities. Its ordinary capital commitment authority was ·virtually
exhausted at the end of 1975. Approval of most new loans must now
be made in the form of conting-ent commitments pending repleJ;lishment of the Bank's capit.a l resources. The loan commitment authority
of the FSO will be exhausted in 1976 even if the full request for fiscal
year 1976 appropriat~ons of $275 million (authorized in 1971) is
approved.
(1) U.S. Participation in. the IDB Replenishment
The Congress is being asked in this bill to authorize U.S. participation in a new replenishment in the amount of $2.25 billion.
Of this total only $1.32 billion will require appropriations since $930
million is for the new varil)ty of callable capital which does not require appropriation. Actual cash outlay will total only $720 million
over the next four years since $600 million of the funds appropriated
will be used for ordinary callable capital which simply provides collateral for IDB borrowing on commercial markets and does not have to
be paid in. (See Tables I and II). 1
The U.S. contribution to the propos~d total replenishment of $6.3
billion would be only 37 percent m comparison to the 52 percent share
in the 1970 replenishment. In addition to his replenishment the IDB
expects $1.245 billion in additional new resources from non-regional
members and a Venezuelan Trust Fund. The U.S. contribution to
total new resources, therefqre, is likely to be not more than 30 percent .
In addition, 73 percent of the U.S. inp~t will go to capital.subscriptions
and only 27 percent to the soft loan wmdow of the FSO m contrast to
percentages in 1970 of 45 percent and 55 percent, respectively. Thus
the U.S. contribution would decrease in percentage terms and be more
concentrated in the callable capital or collateral category as opposed
to direct payments t o the FSO.
The Latin American countries themselves are contributing substantially more to this replenishment. The total Latin American contribution has increased to 58 percent from only 39 percent in 1967 and
its share in the FSO has increased by 50 percent from that date.
Equally as important as aggregate. amounts is the increase in convertible currency contributions from Latin America. Half of the paidin portion of capital stock subscriptions has always been in freely
usable currencies but this time Venezuela will pay all of its paid-in
assessment in convertible currencies. For the first time in 10 years the
more developed Latin American nations (five) will contribute convertible currencies to the FSO. All of the FSO monies coming from
Venezuela and Trinidad and Tobago will be in hard currencies and
one-quarter of those from Mexico, Argentina, and Brazil. Thus Latin
1 Technically H.R. 9721 autoorlzes the ·p urchase of il36,77'7 shares at $10,000 each tor a
total cost of $1.36 ·btUion in 1959 dollars. The purchase price tor capital (not including the
U.S. contri-bution to the Fund tor Special Operations [FSO]) In 1975 dollars Is fl.M
bllllon.

:S.R. 673---2
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American nations will provide a total of $228.4 million in freely usable
currencies in this round in contrast to $118.2 million in 1970.

This is the only request for authorization in the International'
Fmancial Institlltions category in fiscal year 1976. In addition, there'
are pending appropriations requests which are installments of previous·
authorizations. These include: $275 million for the FSO of the !DB,
$375 million as the first installment of the fourth replenishment of tht>
International Development Association (IDA), and $170.6 million
for the second installment of the U.S. subscription to the Asian Development Bank.
(). Otlur !DB Related Aspects of H.R. 9721
(1} Admission of Non-Regional Members and the Creation of
Inter-&gional Capital Stock
Section 102 of the bill as reported adds a new section 23 to the
Inter-American Development Bank Act which would provide for the
membership of countries outside the Western Hemisphere in the
IDB and creatt'l a new killd of capital stock to increase the usefulness
of their contributions. The Umted States has actively supported
non-regional membership in the IDB since 1970 as a means of more
a.ctively involving other industrialized countries in Western Hemisphere development efforts and facilitating IDB access to capital
markets. The admission of 12 non-regional countries (see Table VI)
will provide $745 million in overall fundin~, $434 million of which
reP.resents an actual cash inflow ($373 milhon to the FSO and $61
rmllion or 16.5 percent of total capital to be paid-in). Although
this would decrease U.S. voting power in the IDB from 40 percent to
less than 35 percent a proposed amendment to the Charter will preserve indefinitely a voting share of 34.5 percent for the U.S. and thus
a veto in the FSO.
·
In order to acquire maximum benefits fromnon-regionalmembershiv~
a new form of capital stock, inter-regional capital, will be created to
allow the Bank to borrow against callable capital which is in currencies
other than the dollar. Traditionally, in order to qualify for the lowest
prevailing borrowing rates in world capital markets, the IDB has used
·Only U.S. dollar contributions to ordinary capital as collateral.
Although U.S. callable capital has never been called, this practice
made the appropriation of callable capital necessary, though the
afpropriations have never been used. Since the regulations for the use
o inter-regional capital do not include the same restrictions on borrowin~, it is not necessary to seek appropriations for the U.S. contributiOn ($930 million) to inter-regional callable capital.
The new arrangement provides that the U.S. will divide its capital
subscriptions between inter-regional and ordinary capital in order to
encourage other regional countries to contribute to inter-regional
capital. Canada and Venezuela will both make their entire subscriptions to inter-regional capital. This will permit the Bank to borrow
additional funds against their capital s:ubscriptions. Furthermore,
this division makes it possible for approximately 20 percent of the
U.S. contribution to inter-regional capital to be pa1d in, thereby
strengthening this new series and maintaining a parallel situation
with the proportion of paid-in inter-regional capit al (16.5 percent) to
which non-regional members will be subscribing. Tables V and VI
provide further information about resources which would be made
available through non-regional membership.

TABLE tV.-PROPOSED lOB REPLENISHMENT FOR 1976-79
(In millions of U.S. dollars)•
Fiscal year-

Total........................

By source:
United States____ __ __________ ___
LatinAmerica___ __ ___ __________
Canada •. •• ------------- ------By window:
OC/IRC____________________ ____
Paid-in .. ----------- ---- --Callable.... ---------------FSO~----~----------·-········

1976

1977

1978

1979

Total

Percent

1, 439.3

1, 639.3

1, 639.6

1, 426. 6

t 6, 144.8

100.0

400.0
957.5
81.9

600.0
957.4
81.9

600.0
957.4
82.1

650. 0
715. 7
60. 9

2, 250.0
3,588. 0
306.8

36.6
58.4
5. 0

1, 290. 9
(110. 4)
(1, 180. 5)
148.4

1, 290.9
(110. 5)
(1, 180. 4)
348.4

1,291.1
1,226. 6
(110. 6).----------(1, 226. 6)
348. 5
200.0

(1, 180. 5)

15,099.5
83.0
(331. ~>-----------(4, 768.0) ••••••••••••
I, 045.3
17.0

==~~==~~~~==~~~~~==~

OC/IRC............................

1, 290. 9

1, 290.9

1, 291. 1

1, 226.6

t 5, 099. 5

100.0

United States___________ ______ __-------------------------------------400.0
400. 0
400. 0
450. 0
1, 650.0
32.4

Paid-in____________________
Callable...... . ..•••. ------Latin America__________________
Paid-in . .. ----------- -----Callable_______ ___________ __
Canada__ ____________ __________
Paid-in_______________ __ ___
Callable____________________

(40. 0)
(360. 0)
825.6
(63. 9)
{161. 7)
65.3
(6. 5)
(58. 8)

(40. 0)
( 360. o)
825 7
(64. 0)
(761. 7)
65.2
(6. 5)
(58. 7)

((40. 0)) ____ _(_ . • ... . ).
450 0
360 0
825.7
715. 7
(<63•• 9)) _____ (_ . . ... . ).
161 8
715 7
65. 4
60.9
(<6.. 6) •.•••.•( . •.. .).
58 8)
60 9

(120. 0) ________ __ __
1, 530. 0>------- ----3,192. 7
62.6
(191. 8) .•••••••••.•
(3, 000. 9) •••••••••..•
256.8
5. 0
(19. 6) ••••••..••••
(237. 2) .•.••...••••

348.4
1, 045.3
100.0
rso...............................========~====~==============~
148.4
348.4
200. 0

------------------------------------600.0
57.4
200.0
200. 0
200. 0

United States•••••••• ----------···---------latin America..................
131.8
Canada........ . ...............
16.6
1

131.7
16. 7

131.7 ----------- 16.7 ------------

395.3

so. oI

37.8
4.8

In addition to authorized and subscribed shares, the replenishment resolutions would create unassigned shares

equivalent to $203,000,000. Thus, total capital shares would be $5,303,000,000 and the replenishment grand total would be
$6,348,000,000.
Source: Department of the Treasury, U.S. Government.

(2) Budget Impact
The actual impact of the authorizations proposed in this bill on the
U.S. budget over the next several years is substantially less than the
total request. Of the $2,250 million authorization request, actual cash
outlays would amount to $720 million ($120 million paid-in capital and
$600 million FSO).
Appropriation of the first $40 million of the three equal installments of paid-in capital and the first $200 million of three equal installments of callable ordinary capital would be sought in fiscal year
1976 and are covered by the second concurrent resolution. Since the
covenants limiting borrowing to the amount of U.S. callable capital
available on demand would not apply to inter-regional callable capital,
appropriations will not be sought for the $930 million proposed for
subscriptions to inter-r~gional callable capital. On the basis of authorization legislation, U.S. inter-regional callable capital would be
backed by the full faith and credit of the United States. Payment of
the paid-m portion would be in the form of a letter of credit, most of
which would not result in cash outlays in fiscal year 1976. An appropriation would be requested in fiscal year 1977 for the first $200 million-of the U.S. contribution to the FSO but only a small fraction of this
amount would result in budgetary expenditures in fiscal year 1977.
Appropriations for the balance of the U.S. contribution to the FSO
would be sought in fiscal year 1978 and fiscal year 1979.
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TABLE V.-cOMPARATIVE SHARES OF NEW RESOURCES AVAILABLE TO IDB
(Dollar amounts In millions of U.S. dollars(
1970-74
Amount
Repleni3flnMint.. ••• -· ·--•• ---. ·--· •• -· •••• -••••• ·-•••

1975-79
Percent

$3, 500 --···---------

United ~tes•••••••• ·--·-------·--------·-·····
1, 824
48.0
Latin America •••••••••••••••••••••••.••••• -...
·1, ~S
44.0
Canada ••••••••••••••••••••••••••• __ •• ----~ •••••••·•••• _ •• ---~-- •••••••• ---

Totat ................................................................................................. ,.

3,803

100.0

Amount

Percent

$6,145 ··--·-·---··-2,250
30.4
48.5
3,588
307
4.2

7,390

100.0

Source: H. Rept.94--541.
TABLE VI.-PROPOSED SUBSCRIPTIONS TO THE lOB BY NONREGIONAL COUNTRIES!
(Expressed in thousands of current U.S. dollars!
lnterr&iional ordinary capital stocks
Country

Paid-in
amount

Callable
amount

Total
amount

operation~

5, 055
5, 055
12,498
5, 392
1~: ~~~
63,092
10.
6~:
4,994
10,157
61,596
61,596
68,725
Japan ....••••••••.-----------------------··--------·
11,340
68,725
s~·m
tletherlands_________________ ________________ ____ __ _
1, 544
9, 361
9, 361
51:439
61,596
10,157
61,596
Spain·---- ------------ --------------------------- -Switzerland........................................
2, 268
11,484
13,752
13, 752
United Ki1111dom......... ...........................
10, 157
51, 439
61,596
61, 596
223_ _ _5,055
Yugoslavia·----------------------------------------_ _ _83_2_ _ _4,_
_ _ _ _5_,_055
Austria •••••••• ----------------------·-------------

832

~=~~~~~<:.:::::::::::::::::::::::::::::::::::::::::
~:..:~~~:::::::::::::::::::::::::::::::::::::::::::
·Italy_______________________________________________

2, ~~

Total •••••••• _..............................

61,475

m

4, 223
10,435
4,499
52, 681
4,173
51,439

Contributions
to fund for
special

311, 237

rJ

372,712

372,712

• These subscriptions and contributions are subject to parliamentary approvals and the IDB expects to receive them by
the end of calendar 1976.
• 1 share equals 10,000 U.S. dollars of 1959, which is presently equivalentto 12,063.48287 current U.S. dollars.
Source: H. Repl94-541.

(2) Membership of the Bahamas and Guyana, in the IDE
Section 102 of the bill as reported would amend the Inter-American
Development Bank Act to authorize the U.S. Governor ·to agree to
amendments to the Bank's Articles of Agreement which would provide
for the membership of the Bahamas and Guyana in the IDB. Their
membership requires an amendment because neither is a member of
the Organization of American States; Guyana because of a border
dispute with Venezuela (who does not oppose its membership in the
IDB) and the Bahamas because of its economic decision not to join.
The United States has an interest in the economic development and
political stability of the Bahamas and Guyana and the Committee
believes that they should be accorded the same treatment in the
Inter-American Development Bank as other Latin American countries.
(3) IDE Lending to the Caribbean Devewpment Bank
Section 102 of the bill as reported would amend the Inter-American
Developmeht Bank act to authorize the U.S. Governor to the IDB to
agree to amendments to the Bank's Articles of Agreement which

would provide for the lending of IDB ordinary capital and FSO funds
to the Caribbean Development Bank (CDB).
An amendment is required because some members of the CDB are.
not also members of the IDB .. Under existing rules this prevents them
from receiving IDB loans.
The U.S. is not a member of the CDB but has loaned funds to it.
through the Agency for International Development. As a small
regional development bank, the CDB is a logical vehicle for financing:
Caribbean development. IDB lending to tlie CDB is viewed as an.
efficient means of channeling assistance to this region without unduly
expanding the membership of the IDB by adding many new Y!"f
small countries. The Committee feels that IDB lending to the CDB 1S
in the interests of the United States as it will improve economic
conditions in the smallest and poorest countries of our neighboring
region, the Caribbean.
(4) Human Rights Amendment
Section 102 of the bill as reported would amend the Inter-American
Development Bank Act to authorize and direct the United States
Executive Director of the IDB to vote against the extension of any
~ist~nce to ~ny cou:r;ttry engaging ~n a consistent pattern of gross
VIo~atiOns o~ m~ernatiOnally recogruzed human rights unless such
assiSt&J?-C~ will directly benefit the n~edy pe.ople in such country. In
d~termJ.DI?g whether a country falls mt? this category consideration
~ll b~ gtyen to the ex~nt o~ cooper.atiOn of such a country in an
mveshgatiOn by appropnate mternat10nal organizations.
Similar amendm~nts were included in the International Developme~t and Food Assistance Act of 1976 and the International Security
Assistance and Arms Export Control Act of 1976. The Committee
views these human rights provisions as measures designed to prevent
the use of U.S. fun~s to oppress rat~e~ than to. assist people. They
would not necessanly be used to elimma.te ass1stance to countries
accused of violating human rights but would help to ensure that funds
go~~ su_ch cou~tries wo~ld be used for development purposes. This
proVISion IS consistent With the accepted procedure for member
countries to influence the policy of international financial instit~tions.
(5) Use of Intermediate Technologies
Section 103 of the bill as reported would amend the Inter-American
Developmen~ Ban~ Act by adding section 29 which would instruct the
U.S. Executive Director to the IDB to propose a resolution to the
Board of Executive Directors which would make intermediate technol.ogies major facets of t~e Bank's development strategy. This resolutiOn would further proVIde that (1) such technologies be developed
and_utilized.as soon as possible in all Bank activities, and (2) that some
proJects usmg them be developed by the end of 1977. The U.S.
Governor would be required to report to Congress after 6 months
about the enactment of this provision and after twelve months about
the progress being made on It.
·
A similar provision was included in the International Development
and Food ASsistance Act of 1975. It is the belief of the Committee
tha;t the experience of more than a quarter century of development
assistance programs overseas has demonstrated that much of the
technology used in industrialized countries is not well suited to the
economies of developing countries. It is too complex too expensive
and does not create the jobs needed to absorb rapidly ~xpanding labo;
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forces. Moreover, it is often inappropriate for liSe on small farms and
in small business enterprises. The Committee believes the use of intermediate technology as an appropriate response to many development problems. Its use should be stressed by international :financial
institutions as well as within the U.S. bilaterol aid program.
(6) Earmarking for Cooperatives
The Foreign Assistance and Related Progrs.ms Appropriations Act
for fiscal year 1975 (Public Law 94-11) earmarked $50 million of the
$225 million appropriated for IDB concessiona.lloan.s to "increase the
productive capacity" and "provide basic housing to rural and urban
citizens at the most economically disadvantaged level."
This earmarking was divided into three separate categories: (1)
"$25 million for responsible cooperatives whose primary purpose is to
increase the productive capacity of the rural and urban Citizens at
the most economically disadvantaged level"; (2) $10 million for "local
credit unions of national or regional federations thereof, whose primary
purpose is to increase the productive capacity of rural and urban
citizens at the most economically disadvantaged level" and (3) $15
million for "responsible savings and loan associations or other mortgage credit institutions, or national or regional federations thereof,
whose primary purpose is to provide basic housing to rural and urban
citizens at the most economically disadvantaged level."
H.R. 9721 as it passed the House of Representatives contained
a provision (Sec. 102) which repealed this earmarking. H.R. 9721
as reported by the Senate Foreign Relations Committee does not
contam Section 102 and thereby leaves the earmarking provision
entact.
The Senate Foreign Relations Committee believes that the promotion of all three of these institutions (cooperatives, credit unions and
savings and loans) by the IDB in Latin America is highly desirable.
Furthermore, it appears that earmarking has helped to influence the
IDB to support cooperatives. In 1975, $138.7 million in loans, $54.4
million from soft loan resources, in contrast to only $127 million in
1972-1974 went t o cooperative-type institutions. In January 1976, $27
million worth of loans were approved for cooperatives or similar institutions. The President of the IDB, Antonio Ortiz Mena, personally
acknowledged the impact of earmarking in a letter t o the Secretary
of the Treasury:
While we have in the past made loans to cooperatives, it
is fair to say that the VIews of your Government together
with the interest expressed by a number of our other member countries encouraged us in the year 1975 to reach the
levels we achiQved.
The IDB has been much slower in responding, however, to the
sections of the earmarking which referred to credit unions and savings
and loans. A $9 million loan was recently ~ven to the Confederation
of Latin American Trade Unions [COLAO] but this was composed of
soft currency reflows from the Social Progress Trust Fund. The only

other way in which credit unions have been included in Bank pro~rams has been through participation in two Mexican programs for
mdustrial and rural development which have received Bank funding.
The record on savings and loans is even worse. They have not received
Bank support since the 1960s when some Social Progress Trust Fund
housing loans involved savings and loans.
The Bank has particularly resisted this portion of the earmarking,
contending that in Latin America, savings and loans are weak institutions which cater primarily to the middle classes and that direct support for housing construction would necessitate major policy changes
which might precipitate the proliferation of earmarking which, it is
f-eared, would transform international financial institutions into holding_companies for trust funds.
The committee nevertheless believes, that the Bank should move
promptly to reassess its past at titude toward savings and loans and
credit unions. I n its opinion not only cooperatives but savings and
loans and credit unions can play an imJ?ortant role in the development
of Latin America. The IDB as the regwn's largest lending institution
should be seeking to strengthen and develop them.
The Committee wants to see solid movement by the Bank toward
the Commitment of its prestige in support of these key institutions.
When this is demonstrated by the allocation of new resources in the
amounts which the Congress has specified, the Committee will then
support the removal of earmarking. Until that time, it is the opinion
of this committee that the earmarking should remain in effect and it
has, therefore, deleted the provision which would repeal earmarking.
(7) The Integration of Women
The Committee notes with concern that only limited progress has
been made in the IDB in implementing Sec. 305 of the Foreign
Assistance Act of 1961, as amended. This provision instructs U.S.
representatives to international organizations of which the U.S. is a
member to integrate women into the national economies of member
and recipient countries and into professional and policy-making
positions within those organizations.
The IDB has a long way to go before it can be said that women are
integrated into the professional and policy-makin~ positions in its
organization (see Table VII attached). For example, m 1975, there was
only one woman in the top four grades at IDB. In 1976, although the
total number of slots in the top four grades increased by four, the
number of women in those grades increased only by one. Although
women make up almost half of IDB's staff, they are about 85 percent
of the lower grades in both 1975 and 1976. I t should be noted that in
late 1975, instructions were given to emphasize the recruitment of
professional women to the IDB and to enhance the upward mobility
of women within the bank. It appears, therefore, that the IDB has
given some attention to the question of hiring practices in the past
year. The Bank has also recently held a one-day conference on women
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and development. This is only a beginni~, however, and the Committee trusts that the U.S. Executive Director to the Bank will
continue to encourag~ the institution to place an emphasis in its
development policies and internal administration upon opening new
po~ibiJities for an expanded role for women in all de'Velopment efforts.
TABlE VII.-INTER·AMERICAN DEVELOPMENT BANK
HEADQUARTERS' STAFF BY SEX, 197!>--1976

Jan, I, 1976

Jan, I, 1975
Category

Female

Executive-Nonclassified:
Managers, deptJty mallllllll----·---------------------·--------·
Division Directors: Grffi'l____________ ___________
l

Ill ale

Female

Male

23
34

24
31

2
55
57
Total •••••••••••••••••••••••••••••••••• ~---•~
Professional :
= = = = = = == = = == = = =
Grade II . __________________________ ----- ____________ ---- ____ •
41
45 - ------------ Grade Ill _________ __ _______ • ___________ : . __ ___ _____ __ ______ __ _
87
82 -- ----------- 144
2
1n
Grade IV·-------------------------------------2
89
11
99
Grade V----------------------------------- ---- 11
49
14
52
Grade V'--------------------------------------9
35
8
28
Grade VII ·--------------------------------- ---12
13
14
13
Grade VIII.----- ------------------------------15
20
31
Ul'
Grade IX--------------------------------------29

=

'l'olll••••••••••••••••••• -----·-------··---

leCJ~ ·

78

477

80

48L

1~~
1~i

1:

1~~
1~~

~r
~~

=========================

~:::::::::::::::::::::::::::::::::::::::

=:{flc::::::;::::::::::::::::::::::::::::

1~

ToiiL.--------·--------~---·"·----------·------43_2_ _ _ _
60_ _ _4-33~---66

TC ctnsultan~---·----·-----·--··-------------·-==~:::'2====::=:18:===:==::o4:====~14=
TGt;l•• -----·--···--··- ----·····--···-··--

513

610

519

618

D. Committee recommendation
The Committee recommends that the United States continue its.
support for the IDB. The Bank is making a. major contribution to the
growth and development of Latin America.
The Committee has long believed that the foreign devel{)pment.
~sistance efforts of the United States shou~d !nclude support for both
bilateral and multilateral programs. In th1s mstance the Committee
believes that the IDB provides an effective and cooperative international approach to the economic development of this important area of
the Third World.
The present bill provides a well balanced combination of regional
burdensharing, new nonregional contributions and U.S. contributions.
The Committee is particularly pleased to note that this year's U.S.
contribution relies more on callable capital and less on direct cash
outlays.

II.

AFRICAN DEVELOPMENT FuND

The African Development Fund (AFDF) is the concessional
lending arm of the African Development Bank (AFDB). In 1964, 33
independent African nations took the initiative and agreed to establish
their own regi{)nal financial institution to assist in eff.orts toward
economic and social development and to promote economic cooperation among themselves. The Bank now has 41 member nations, all
African and $484 million in resources. The Fund is an outgrowth of
the Bank's attempt to involve non-African industrialized nations in
African development. Following 6 years of negotiations, in which the
United States actively participated, too Fund was established in 1973
and inaugurated in July of that year. The United States also provided
techi_li~al assistance in the drafting of the Fund's charter and governing
prOVlSlOUS.

A. African Development Bank
(1) Bank Resowces.-The original authorized share capital ($302
million) of the African Development Bank (AFDB) was increased
in 1973 and 1974, and now totals $484 million. Half of this is to be
paid in and half is callable. As of December 31, 1975, subscribed
paid-in capital of the Bank amounted to $235 million-all fro.m
African countries and all in convertible currencies. {See Table VIII) .
The Bank also has about $13 million of borrowed resources from
Canada, Sweden, and Austria and is continuing its efforts to borrow
at favorable terms from noR..members.
·
The AFDB has used several other techniques t o augment its resources. It has begun to borrow in too EuroclUTency market, and it
placed $13 million in two-year bonds on the markets of member
countries. It hopes to do likewise in markets of industrialized member
countries of the .African Development Fund. I t has also sought
public loans from bilateral sources, in pa.rticular in the Middle East
where concrete results are expected during the course of 1976. The
four OPEC countries who are members of the Bank (Algeria, Gabon,
Libya and Nigeria) hold almost 40 percent of total subscribed capital
and contributed 51 percent of the paid-in capital in the 1973-74
replenishment. Finally the Bank is exploring the possibility of becoming a financial intermediary between poor African oountries and
other Third World countries whose financial capacities permit them to
contribute to development assistance. In this connectiOn the AFDB
will probably adminiSter an $80 million Nigerian trust fund and the
Central Bank of Argentina has agreed to open a $20 million line of
credit to the AFDB.
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'TABLE VIII.-AFRICAN DEVELOPMENT BANK, SUBSCRIPTIONS TO ORDINARY CAPITAL AriD LOANS RECEIVED
AS OF DEC. 31, 1975
(Dollar amounts in millions)

Country

Subscribed
capital

Paid-in
due

Paid-in
Amount in
received loans received

Number of
loans received

$10.2
2. 7
4.8
8.8
. 1.2
0
10.0
7.1
12.1

3
1
1
3
4J
1•
1
tentral African Republic...... . ........
1. 2
·6
1 4
0
~~~~o-si"azia·_-_-_-_-_·_~::::::::::::::::::
~
~
1. ~
4
3
.Dahomey-------------···-----------1.1
·8
:
13 0
1
2
'()
0
:
7
1
0
0
[
a~~~~~~_._._._._~·::::::::::::::::::::::::
~
1. 8
9.6
2
2.4
1
Gambia..............................
8. ~
17.5
1 ~-~
4
g~rnn:a::::::::.~:::::::::::::::::::::
1:8
1. 8
8. 1
2
0
0
Guinea Bissea ••••••••••••••••••••.. --.2
•1
. •. ~
5
Ivory Coast... ................. ..... ..
11. 5
5. 0
10.5
3
Kenya..... . .........................
11.5
5. 0
5. 0
15.1
5
0
0
12.8
6
I
0
0
~~raawc:::::_·_-_-.-:~::::::::::::::::::
~
1. 5
t. 5
12.2
4
Mali................... . . ............
2. 8
1. 4
1J
.7
1
1
2.1
2
7.2
~=~::w:;~===~~~~::::::::::::::::::::
7
2
~.orocco______ _____ __ __ ______ ________
~J
16.7
4
1.7
1
N:=::r&:::.-.-.-~~::::::::::::::::::::::
so.
3o.
11. 8
3
0
0
~:~~~---··················· ········
~: ~
~
I i ~
5
9.3
Sierra Leone:~~=~--~::·:.~:::::: :::::: ::
3. 8
1.1
11.6
8.2
4
3.0
2
Somalia. .................... . ........
1
12.8
1~- ~
4
~!~~naiicc::::::::::::::::::::::::::
i9
•8
.8
4.4
3
9.9
1 ~- ~
3
:::anzania..... ........................
~
~: ~
5.1
2
19.6
T~Ysia:~~~~~~~::::::::::::: :::::::::
1i 2
4. 8
4. 8
6
Uganda... ........ ...................
6. 8
3. 0
I~~
15.2
5
4.8
2
~fj~=~-~~~::::::~:::::::::::::::::::
~
1l~6
I 9. 1
4
14.9
14.1
4
Zambia •.•••••.•..•.•••••••••••••••••_ _ _
19_.4_ _ _-:8.-:-9---::::8:-:.9:---~::-::-----:::Total..........................
469. 3
204.9
176.6
308.2
102
9.1
5
Multinational projects ••••• ------------------ •• ----------------------------------Grand tolll. •••••••••••••••••••••••••••••••••••• ~. --~---·· •••••••••••••••••
317.3
107
Algeria ..• _----------------------·.. .

~~}~~~r~~~~~~~~~~::~~-----~~~~~~~======
tameroon..... . .............. ........
~~~~iiiii.iiluinea:::::::::::::::::::::

$47.8

~: ~
11.5

l:
lf: ~

g

$20.9

$20J

ij
4. 5

1. o

1:

l:

nt

fo

tr~~:j~~=~·:::.::::::::::::::::::::::::

u
u

sg:

5

~-

d

2~ ~

2ijJ

1UJ

1U.

30.2
3:

U

2

U

i:

J:

1 1n arrears. Arreages amounted to $28,000,000.
• Less than $50,000.
Source: Department of the Treasury, U.S. Government

Like other international financial institutions, the AFDB has had
some difficulties with_ arrearages (deficits in paid-.in. capital_) with some
of its member countnes. Part of the reason for this IS the high percentage of total subscriptions which must be paid-in (50 percent in contrast
to the IBRD requirement of 10 percent) and the requirement that the
entire amount be in·convertible currencies. This places a rather severe
burden on countries which are chronically short of hard currency. By
1975 the situation had improved in contrast to 1969 when 40 percent
of pald-in capital had not been received, as of Decemb~r 31, 1975 ~nly
$28 million or 13 percent of payments due were still outstanding.
Egypt which was largely responsible for the deficit, has agreed to a 3
year s~ttlement schedule, as have Ethiopia and Senegal. With the
exception of Libya, the remaining debts are small and come from four
of the very poorest African countries (Chad, Central African Republic,
Guinea, and Togo).

(2) Bank Lendine, Activities.-The Bank's lending activities, which
totaled only $31 million for the four-year period 1967-1970, reached
$43 million in 1973 and $89 million in 1974. Through December 31 ,
1975 the Bank had authorized $317 million for ordinary capital loans
for 107 projects in thirty-seven member countries, mainly in the _public
utilities and transportation secto~ -- The Bank manageme!lt estrmates
that the Bank will make $440 milhon worth of loans dunng the next
three years (1 976-78). As of October 1~75, the B!l-nk's pipel~~ of
prospective projects contained 77 operatiOns, totalling $316 million.
At the end of 1975 the Bank had disbursed 42 percent of the loans it
had committed. This compares favorably with other international
development lending institutions.
.
.
The sectoral distribution of AFDB loans from mcept10n through
1974 was as follows: transportation, 37 perce~t; J?Ublic utilities (i.e.,
electric power, water supply and commumcat10ns), ~2 percent ;
industry and financial institutions, 19 percent; and agnculture, 12
percent.
.
The Bank gives priority to specific pr?jects ~nd groups of projects
involving two or more member countnes which demonstrate clear
efforts toward self-help, mobilize local resources and promote trade
among members. The Bank also makes loans t_o development institutions which relend to medium and small busmessmen and farmers.
Since 1972 all of its loans have been made at 6 percent plus a 1
percent co~ission fee, and with maturities normally ranging from
8 to 20 years plus a grace period of 3 to 6~ years.
It should be noted that although OPEC members _have made
significant contributions to Bank resources they have received only 10
percent of its loans. Libya has never borrowed from the Bank and
Ni~eria . has now disqualified itself from receiving concessional
assistance.
.
.
(3) External Assistance and Bank Management.-Having recogm~ed
that its resources are limited and that it needs to improve the techmcal
skills of its staff the Bank has made a considerable effort to increase
its effectivenes; and that of the Fund through cooperation with
international organizations and bilateral agencies.
This technical assistance has included the use of World Bank
training courses to _prepare some AFDB profes~ion_als, securing the
services of 19 technical experts from other orgamzatwns, and arranging for the assistance of the United Nations ~evelopment Pr?gr~~;m,
World Health Organization and Food and Agncultural Orgamzat10n
in preparing _programs in health and a~~culture. In _aggreg!l-te
terms the AFDB has received about $10 millwn annually m outside
technical assistance to improve its project apl?r~i~al proc~ss. This
includes two grants from AID to finance feasibility studies.. AID
plans to make a further $1.8 million in technical assistance available
in 1976.
.
.
.
Through this technical assistance and its growmg expenence m
development finance, the AFDB has established a successfullen~~g
operation. Both AID and the U.S. Treasury have had op_portumties
to examine AFDB lending operations and a U.S. CongressiOnal group
visited AFDB projects in November, 1975. All of these assessments
have been favorable.
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B. The African Development Fund
In 1966, in recognition of these problems and in an effort to increase.
the involvement of the western industrial nations in African development efforts, the Bank undertook discussions w.irth developed countries
on establishiug a cG>ncessio:nal facility associated with the Bank. After
six years of negotia.tions, and with U.S. assistll.llce in drafting the
charter, the African Development Fund was maugura.ted in July
1973. The flresent members of the Fund are Canada, Brazil, Japan,.
Saudi Arabia, 12 Eu~ropean donors and the Bank itself representing all
of its member countries. ·
Currently France, Australia and the United States are the only
OECD countries which are not members of the AFDF.
The Fund is separate from the Bank and has its own decisionmaking process and financial auton.omy aJthough it sha.res the Bank's
adminiStrative staff and faoilities. Its primary objectives are to finance
concessional, low-illterest, long-term loa.ns, primuily for the economic
and social development of the poorest nations of the Bank, and to
promote regional ooopel"8tion aoo internatianal trad~.
(1) Fund resouJnces.-As indicated on Table IX the t<Jtal resources
of the Fund to date are $152 million, $145 from domor members and
$7 million from the AFDB. The AFDB reco~izes the impm-tance
of concessionallending in a region as_ poor as Amca and is continuing
to seek additional resources for the Fund, through the enlistment of
new membe1!S, the increase in donor subscriptions, 81D.d bilateral l@ans
and grants. The repmishmem.t of too F-und's Cll{>ital resources for the
197-6~1978 period was discoosed in Panis in November 1975, the.
fourth in a series of such meetings.
·
TABLE

First Discussed ...... .
Established . ......... .
Membership ......... .

Total capital . .... ....•
Loans:
Total. ..........•
Countries
receiving.
Characteristics of
loans.

Proposed new
members and
subscriptions.

IX.-.African Development Fund fact sheet
1966, 2 years after Mrican Development Bank (AFDB)
was established.
July 1973.
Canada, Bra11il, Ja.pan AFDB, and 12 European.
countries (Belgium, benmark, Germany, Finland,
Italy, the Nethetl.anEI.s, Norway, Spain. Sweden,
Switzerland, United Kin.gdom, and Yugoslavia).
$152,000,000 in concessional loan 11esources. ($145£)000,
000 from donor nations and $7,000,000 from. AF B).
40 loans totaling $140;000,000 (1974, 1st year of
operations).
Burundi, Chad, Dahomey, Gambia, Lesotho, Mali,
Mauritania, ltwanda, Senegal, Somalia, Sudan,
Swaziland, and Upper Volta.
Overall policy emphasi~ loans to the poorest countries
which require development financing on highly concessional terms. Average annual per capita income of
borrowers was $123. 16 of the loans totaling $60,000,000 went to long-term development projects.
Over half of lending in 1974 was for .agricultural
projects. The 3 largest borrowers (Les0tho, Mauritania, and Rwanda) received 42 percent of total
lending. The 9 MSA countries received 78 percent
of Fund's resources.
Argentina, $2,200,000; Saudi Arabia, $10,000,000 ; and
United States, $25,000,000.

TABLE X.-AFRICAN DEVELOPMENT FUND, STATEMENT OF CONTRIBUTIONS
Percent voting power

Actual membllrs as of Dec. 31, 1975
AFDB·-------·----···------------------···-----·-··---·-··-------

t!~ir-~---~~~:::::::::::::::::~:::~:::~::::::~~~~=~=~=~:::::~:::::

canada. __ --·--------------····-----------------·-·······---·---Denmark•• ----------------------·-------·--········-----·-···----

Subscriptions
(millions)

$7.2

~: ~

25. o

·~r:~~~~~====~~=~~==~=~=~=~~==~=~~~=~=~=~=~~======~~~=~~~~=~~~~=~~

Italy_____________ ··-----------------··--------------·----····---Japan·--------------····---· ---·------··-·-------------------··-Netherlands••••••••••• •••••••• •• ---------··---------- ------·-····

~~i·~raiifa~: :::::::::~:::::::::::::::::::::::::::::::::::::::::
.Spain••••••••• ------··--------····----- --------·--·····--·---·-·-

~~=~iiin·d~~::::::::::::::::::::::::::::::::::::::::::::::::::::

Slf:

m

1.139
8. 632

1~: ~

~: ~~~

2. 2
11.1

. 760
3. 83~
~: n3
2. 866

1

~: ~

.
83
10. o
3. 3

~~:

i

Actual and
prospective
members

Actual
memllllrs

5~:~
1. 032

~: :~5

5.194

m

• 688
~·

z:2. 597
065

m

3. 453

3. 133

~· ~

~·l~ '

~:

~: ~~

United Kingdom.·····--·-----·-·----·---------···--------·····--·
1:139
1' 032
'Yugoslavia•••••••• •••••• -------·----------------·-····------·····_ _ _3_.3_ _ _ _ _ __ . _
1

sub!Qql
• .,. •••••umtea
,-•• ·r1--.----..
---··--··--···-··-·---------_ _ _
r~: _
~ ------~~=~~.
·prospective
memoers:
;.tales•••••••••••••••••••••••••••••••••
_ _ _ _ _ __
Grand total •• "····•·············-··--·---···········-·····--

··----··Tm

167.0 - -------------

100.000

.Source: Department of the Treasuri, U.S. Government.

(2) Fund lending activities.-During the first two years of oP.eration

(1974 and 1975) the Fund made 40 loans totali~g $140 ~illion to

:finance projects predominantly in the area of agnculture. SIXteen of
these loans, for $60 million, have been for long-term 4e~eloi?me~t
:projects such as village wells, roads, ea~t~en dams, and llTlg~tion m
the six drought-affected countries compnsmg the Sahel. The d~sburse
-ments are not at the level of the AFDB because loan comnntments
were initiated in 1974. The projected disbursement rate for 1976 is
:22 percent.
The Fund staff has laid out an ambitious lending program over the
next three years. Management has estimated that during. tl_J.e 1976-78
period the Fund will lend between $3~0 and $385. nnllion .. As ?f
October 1975 the Fund's pipeline contamed .93 proJects,. ~amly m
the agricultural and transport sectors, totaling $304 million. (See
Table XI for more detail on the Fund lending program by country
.and sector.
.
Both the AFDF and the AFDB use their resources to provide financing for. projects and programs which pr?mote t~e !lco~omic and social
.development of their members. The prrmary. distmctwn betwee~ the
lending criteria for the Bank and the Fund IS that the Fund directs
its lending to those countri~s whose econo~c situation .and prospects
require development financmg to be on highly concesswnal terms.
The Bank lends to the wealthiest as well as to the poorest of its
.members. The average per capita income of the countries it has lent to
is $237. The Fund, how.eve_r, restrict~ its lending to the poorest Afric.an
nations. The 13 countries It lent tom 1974 had an average per ca:pita
:income of $123. Nine of them, which are classified by the Umted
Nations as among the "most seriously affected", received 78 percent of
the Fund's resources last year.
.
.
The Bank and the Fund also differ somewhat m the types of proJects
they finance. The Bank has concentrated .its lending pr.imarily in
the areas of public utilities and transportatiOn, although It has also
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extended lines of credit to local development banks and finances some
agricultural projects. Over half of the Fund's lending in 1974, its first
year in full operation, was for agricultural ,Projects. A few loans were
made for transportation and public utilities. Unlike the Bank, the
Fund has not :ffuanced any industrial projects nor extended financing
to local development institutions.
TABLE

XI.-African Development Fund: LoanfJ by country and sector, 1975 1

Coumru and ~~ctor

Amount
(mUlionr)

Botswana, public utilities...................... . . . . . . . . . . . . . . . . . . . . .
Botswana, health.............. . ...................................
Botswana, transportation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Burundi, transportation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Central African Republic, agriculture. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Central African Republic, agriculture. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Chad, agriculture. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Dahomey, agriculture. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Ethiopia, agriculture.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Ethiopia, public utilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Lesotho, transportation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Malawi, transportation.. ..... ...... . ....... ... ..... . ... .. ..........
Mali, public utilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Mali, education. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Mali, agriculture. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . .
Niger, health................. . .... . ...............................
Senegal, public utilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Somali, agricultlll"e. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Tanzania, transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Togo, transportation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Togo, transportation.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Upper Volta, health... ... ............... ... .. . ....... .. ............
Upper Volta, public utilities................ . .............. .. .......

$0. 4
5. 0
5. 6
5. 6
5. 6
5. 6
5. 0
3. 9
5. 6
5. 6
.1
.8
1. 1
5. 6
5. 6
4. 4
5. 6
.6
5. 6
5. 0
.3
5. 0
5. 0

Total.......... .. ........ ..... ... . .........................

92. 9

Totals may not add due to rounding.
Source: Department of Treasury, U.S. Government.
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(3) Voting Provisions in the AFDF.-Voting Provision of the Fund
Agreement.
The two decisionmaking bodies of the African Development Fund
are its Board of Governors and Board of Directors. All the powers of
the Fund are vested in the Board of Governors and, with some limited
exceptions, can be delegated to the Board of Directors. The Board of
Governors' responsibilities include admitting new members to the
Fund, amending the Articles of Agreement, authorizing increases in
subscriptions, and other major policy decisions. The Board of Directors
is responsible for the direction of the day-to-day operations of the
Fund, including making decisions on individual loans.
According to the Agreement Establishing the African Development
Fund, the governors of the Bank also serve as governors of the Fund.
In addition, the nonregional donor countries are each entitled to appoint a governor in the Fund. The Bank, as a group, and the donor
countries, as a group, each have 50 percent of the voting power. The
voting power of each governor of the Fund who is also a governor
of the Bank is proportionate to his share of the Bank's votes. The
voting power of each governor appointed by a donor country is proportionate to that country's share of the subscriptions of the donor
countries.

There are 12 directors on the Board of Directors of the Fund, six
from the donor countries and six from the Board of Directors of the
Bank. Each set of directors holds 50 percent of the voting .Power.
Thus each of the six directors from the Bank controls one-sixth of
the votes allotted to them as a group.
Each of these six directors representing donor countries may represent several donors. The vote controlled by such a director IS based
on the total votes of the countries he represents. If there is a disagreement among them, the director C!l-n split the vote accordingly.
All operational matters before the Board of Governors or the Board
of Directors must be decided by a 75 percent majority of the total voting power of the participants.

0. U.S. Participation in the AFDF
At the time the Fund was fust conceived, the U.S. executive branch
supported it and, subject to congressional approval, promised to contribute if other donor countries did likewise. .In 1967, the United
States indicated that it might contribute as much as $60 million over 3
years if other nations would contribute $90 million. Of the countries
which participated in the negotiations to establish the Fund, the
United States is the only one that has not yet contributed.
Because the United States participated in the drafting of the agreement establishing the Fund, it would have been eligible to be an "original participant" if its initial contribution had been made by December 31, 1974. This would have made U.S. membership in the Fund
automatic and entitled the United States to participate in the election
of directors in May 1975. Because the 1974 deadline was not met, the
terms of U.S. membership are not yet defined and U.S. entry into the
Fund is subject to unanimous approval by the Board of Governors. It
is believed that if the proposed authorization is approved, the United
States will be able to negotiate membership in th.e Fund under terms
similar to the original charter conditions.
· The United States' gro\Ving economic and J?Olitical interest in Africa
and the long-term desirability of assisting m efforts to raise living
standards there constitute strong reasons why the United States should
join this new international financial institutiOn. The African countries
concur in this belief, since the regional institution gives them more
control over the course of their own development. The work of the
AFDF and that of the World Bank in Africa are compl~mentary. The
World ·B ank concentrates on larger, more complex projects utilizing
expertise gained from worldwide operations. The AEDF focuses on
small-scale, basic infrastructure proJects and calls upon the firsthand
knowledge and African experience of its staff to meet problems unique
to Africa.
The Administration is also beginning to recognize the political
importance of U.S. participation in the AFDF. Acting Assistant Secretary of State Edward W. Mulcahy, in his testimony before the Foreign
Assistance Subcommittee, stated :
In the African view, our proposed membership in the
African Development Fund has become a symbol of America's
commitment to African development. [It] provides a
highly visible means to emphasize to the Africans that we
sincerely seek a pragmatic dialogue on the specific problems
of the developing world and joint efforts to dev-elop solutions
in which we can actively participate.
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Because of their responsiveness to the parrticular conditions in
their regions, the Committee believes that regional banks have a
special role in the development process. The United States is not
alone in supporting development banks as an important element of
foreign assistance; smce they are also strongly supported by most of the
other Western countries. For all of these reasons the Committee
believes it is desirable for the United States to make a commitment
to this institation at this time.
The enactment of H.R. 9721 would authorize U.S. pal'ticipation
in the African Development Fund in accordance with procedures
established by the Fund and traditional U.S. policy toward international financial institutions (see sections 202-209 in the bill). It
would also authorize $25 millioD as an initial contribution to the
institution.
This would be the first time the U.S. has joined the concessional
fund· of a development bank without also belonging to the bank. It
would also be the first time that U.S. voting power is not equal to the
U.S. monetary contribution. While the United States will have its
.own Governor in the Fund it may have to share a Director because
.only 6 of the 12 directors represent donors. On the other hand, the
.African Bank is regional and no other non-regional member of the
.Fund (most major European countries plus Brazil, Cana,da, Japan
.and prospectively Argentina and Saudi Arabia,) is a member of
the Bank. Further, after 16 years of existence the Inter-American
Development Bank is only now considering non-regional membel'!'lhip.
While the voting arrangements of the Fund are somewhat unorthodox,
they will help to alleviate the complaint that donors hold too much
]>Ower over the internal economic aecisions of developing countries.
The requirement for a three-fourths vote for all operational decisions
will prevent recipient control of donor funds.
(1) Increase in authorization for the African Development Fund
[Sec. 206]
The original Treasury request for the African Fund was $15 million.
{)n September 24, 1975, Secretary Kissinger told the Organization
-of African Unity (OA U) that the United States would r&.ise its contributiolli' to $25 million. After lengthy internal discussion a.nd consultation with Trea.sury the House of Representatives decided to authorize
$25 million or about 14 percent of total contributions ($177 million).
This decision would make the United States, along with Canada, one
of the two largest donors to the Fund with about 7 percent of the
voting power but would not put the United States in a dominant
p~sition. The original request for $15 million would have given the
United States about 4 percent of the votes and made the United
States the fourth largest donor after Canada ($25 million) and Japan
and Germany (both contributing $16.7 million).
Although appropriations would be requested in 1976, the disbursement of AFDF funds will be divided into three annual installments of
.$9 million in 1976, $8 million in 1977, and $8 million in 1978.
This division will help the United States avoid being subject to
the Fund's maintenance of value provision. Under Article 13 of the
Fund's charter, all members are responsible for the maintenance of
value of their currency holdings during the period after Fund receipt
<Of the monies and disbursement or exchange for another currency.
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The United States has secured an agreement from the Fund management that if its payments are divided into installments they will beconverted u~()n receipt into another currency . In the opinion of the
Committee U.S. participation in the AFDF at the recommended
level should provide this country with enou~h experience in the organization so that a future role in the anticipated replenishment and
on-going activities of the institution can be adequately assessed.
(2) Expropriation Policy [Sec. 210]
As h8$ been U.S. policy in reference to other multilateral lending
organizations, the Executive Director representing the United States
in the AFDF would be instructed to cast his vote against any loan toa country which has taken expropriation action toward or discriminated against propel'ty or businesses which are at least 50 percent
owned by U.S. citizens unless the President determines that (1) good
faith negotiations are under way or (2) an arrangement for compensation has been made or (3) the dispute has been submitted to arbitration. Although past results in negotiating expropriation cases in
Africa have been good, as of January 1, 1975 there were still 24 unsettled cases, eight of which concerned expropriations which occurred
in 1974.
(3) H uman rights
A human rights provision like that contained in Title I for theInter-American Development Bank is also included in Title II. It
instructs the Executive Director representing the United States in.
the AFDF to vote against assistance to countries violating human.
rights unless the aid directly benefits needy people.
D. Budget impact
The full $25 million contribution to the AFDF would need to be·
appropriated for fiscal year 1976. Fifteen million of this is currently
contained in the budget pursuant to the original administration
request. Real cash outflow for 1976 would involve only the $9 million.
installment for that year. Because of the arrangements made to avoid
maintenance of value responsibilities the Uruted States would not
use letters of credit but rather pay the prescribed amounts into the
Fun4 each year. These arrangeme~ts. may accelerate budgetary .outlays m the shortrun but may also elrmmate the need for later mamtenance of value payments.
Procurement of goods and services for projects financed by the
Fund will be from member nations. Thus, when the United States
makes its contribution, it will be eligible not only for the procurement finanoed by its $25 million contribution, but also for the procurement financed by the almost $200 million contributions of all
other donors.
E. Committee recommendation
The Committee on Foreign Relations considers this to be a particularly important moment for the United States to demonstrate to
the African nations that it is indeed concerned about and willing to.
assist in their development efforts. It is clearly in our own interest ,.
both in the economic and political spheres, to become more involved
in African affairs. In the VIew of the Committee, U.S. membership in
the African Development Fund would be an effective means to begin.
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to. accomplish these goals. at a relatively low cost. On the contrary,
failure on the part of Umted States to make this commitment after
6 years of discussions with African countries about the Fund can
only se!ve to complicate the. already. difficult relationship between
the Umted States and the Afncan natwns. The Committee therefore
re?ol?m~nd~ strongly that the Senate authorize U.S. participation in
this mstltutwn.
IV. CoMMITTEE CoNSIDERATION
The Administration: su~mitted its request for ~.R. 9721 in July,
1975 and the House Bankmg and Currency Committee held hearings
at. that. time. The bill was favorably reported by the House Comrmttee m September and passed the House of Representatives by a
vote of 249 to 166 on December 9, 1975. The Foreign Assistance
Subcommittee of the Committee on Foreign Relations held hearings
on H.R. 9721 on January 28, 1976. John A. Bushnell, Acting Assistant
Sec~etary of the Treasury for International Affairs; William D. Rogers,
Assistant Sec~etary ?f State for Latin America and Edward W.
Mulcahy, Actmg Assistant Secretary of State in the African Affairs
Burea~ all test~ed in favor of the bill. The Senate Foreign Relations
Comrmttee considered H.R: 9721 on February 3, 1976 and ordered it
r~ported witho~t amendment by a voice vote. On February 17, the
bill was reconside!ed an~ am~nded to pr.eserve the earmarking of
funds for cooperative credit umon, and savmgs and loan associations
as described above. The bill was then again ordered reported. All of
these actions were taken by voice votes.

V.

CosT EsTIMATE

Section 252 (a)(1) of the Legislative Reorganization Act of 1972
requires that committee reports on bills and joint resolutions contain:
(A) An estimate made by such committee of the costs which
would be incurred in carrying out such a bill or joint resolution
in the fiscal year in which it is reported and in each of the five
fiscal years following such fiscal year.
T~e Committee estimates that the appropriations which are authonzed by this bill (and thereby its budget impact) along with
actual anticipated expenditures for the fiscal years 1976-1979 are as
follows:
(In millions of dollars)
Appropriations
$265
440
440
200

Outlays

~~
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200

increasing the resources of the Fund for Special Operations, and Section 26 ·authorizes to be appropriated $1,199,997,873 for the United
States subscription to the capital stock of the Bank and $600 million
for the U.S. share of the increase in the resources of the Fund for Special Operations. Section 27 authorizes the U.S. Governor to vote for an
additional increase in the authorized callable capital stock of the Bank
and authorizes to be appropriated $450,002,218 for the increase in the
U.S. subscription to the Bank.
Section 102(a )(1). Amends the Inter-American Development Bank
Act by adding Sections 23, 24 and 25. Section 23 would authorize the
U.S. Governor of the Bank to vote in favor of three resolutions of
the Bank's Board of Governors which provide for: (1) Amendments of
the Agreement E stablishing the Bank ·necessary for the creation of
Inter-Regional Capital Stock; (2) rules for the admission of nonregional countries to membership in the Bank; and (3) an increase in
the ordinary callable capital stock of the Bank in conjunction with the
admission of the nonregional m~mbers. Section 24 would authorize
the U.S. Governor to agree to amendments to the Agreement Establishing the Bank to provide for membership for the B ahamas and
Guyana. Section 25 authorizes the U.S. Governor to agree to amendments to the Agreement to provide for Bank lending to the Caribbean
Development Bank.
Section 28 directs the U.S. Executive Director of the IDB to vote
against the extension of any assistance to any country engaging in a
consistent pattern of gross violations of internationally recognized
human rights unless such assistance will directly benefit needy people.
Section 102(a) (2). Amends the Inter-American Development Bank
Act to include Inter-regional Capital Stock in the description of
certain acts not to be taken by the President nor any person or agency
on behalf of the United States unless Congress by law authorizes such
actions. The existing language applies only to ordinary capital and the
Fund for Special Operations.
Section 102(a) (3). Amends the Inter-American Development Bank
Act to include in the description of SEC exempt Bank securities, those
securities which are issued in connection with the Bank's inter-regional
capital; The present laJ?-guage only covers ordinary capital.
.
Sectwn 102(b) provtdes that the amendments made by Sectwns
102(a)(2) and 102(a)(3) become effective when the Board of Governors
,of the Bank approves the nooregional membership resolutions cited in
:Section 102(a)(1) , above.
Section 103. Instructs the U.S. Executive Director of the IDB to
urge the use of intermediate technologies in Bank projects and to
report to Congress about the progress of these proposals.
TITLE II

VI.

SECTION-BY-SECTION ANALYSIS
TITLE I

Sect~ 101. Amends the In~er-American Development Bank Act
by adding SectiOn 26 and SectiOn 27. Section 26 authorizes the U.S.
Governor to vote in favor of two resolutions of the Bank's Board of
Governors increasing the authorized capital stock of the Bank and

Section 201. Title II may be cited as the African Development Fund
.Act.
Section 202. Authorizes the President to accept membership in the
African Development Fund.
Section 203. The President appoints the U.S. Governor and an
alternate Governor for the Fund, and the Governor votes for the
Director who will represent the U.S. in the Fund. The Director and
his alternate if U .S. citizens may receive pay comparable to that of a
Chief of Mission, Class 2.
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Section 204. Annual Reports on U.S. participation in the African
Development Fund will be submitted to Congress in the same manner
as for the other development banks.
Section 205. The President may not ag!ee to additional subscriptions
or obligate the United States to the Fund for new funds or loans
without Congressional authorization.
Section 206. Authorizes the appropriation of $25,000,000 without
fiscal year limitation, to be paid in three annual installments of
$9,000,000, $8,000,000 and $8,000,000.
Sectwn 207. Authorizes Federal Reserve Banks to be depositories-for the Fund if requested by the President.
Section 208. Establishes venue and jurisdiction for civil actions m
the United States against the Fund.
Sectwn 209. The Fund agreement has full force and effect in the
United States, its territories, possessions and in Puerto Rico, including without limitation that portion of the agreement dealing with the
international immunity of the Fund. The United States retains foritself the right to tax salaries paid by the Fund to U.S. citizens.
Section 210. The President shall instruct the Executive Director
representing the United States in the Fund to vote against loans to
any country which has expropriated the proJ?erty of a U.S. citizen
unless compensation has been made, the parties have submitted the
dispute to arbitration, or good faith negotiations are in progress.
Sectwn. 211. Instructs the Executive· Director representing the·
United States in the AFDF to oppose loans to countries engaging
in a consistent pattern of gross VIolations of human: rights unless.
they directly benefit needy people.

by law authorizes such action, no governor or alternate appointed to
represent the United States shall vote for any increase of capital stock
of the Bank under article II, section 2, or article IIA, section 1, of the
agreement of any increase in the resources of the Fund for Special
Operations under article IV, section 3(g) thereof.

VII.

CHANGES IN EXISTING LAWS

In compliance with paragraph 4 of ru1e XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman) :

*

*

*

.

•

•

•

•

INTER-AMERICAN DEVELOPMENT BANK ACT

*

*

..

TITLE I-INTER-AMERICAN DEVELOPMENT BANK

•

•

•

CERTAIN ACTS NOT TO BE TAKEN WITHOUT AUTHORIZATION

SEc. 5. Unless Congress by law authorizes such action, neither the
President nor any person or agency shall, on behalf of the United
States, (a) subscribe to additional shares of stock under article II,
section 3, or article IIA, section fJ of the agreement; (b) request or
consent to any change in the quota of the United States under article
IV, section 3, of the agreement; (c) accept any amendment under
article XII of the agreement; or (d) make a loan or provide other
financing to the Bank, excer>t that loans or other financing may be
provided to the Bank by a United States agency created pursuant to
an Act of Congress which is authorized by law to make loans or provide other financing to international organizations. Unless Congress:

*

*

•

•

•

"'

SECURITIES lBSUED BY BANK AS EXEMPT SECURITIES; REPORT FILED
W ITH SECURITIES AND EXCHANGE COMMISSION

SEc. 11. (a) Any securities issued by the Bank (including any
guarantee by the Bank, whether or not limited in scope) in connection
with raising of funds for including in the Bank's [ ordinary] capital resources as defined in article II, section 5, and article II A , section 4,
of the agreement, and any securities guaranteed by the Bank as to
both the principal and interest to which the commitment in article II,
section 4(a)(ii) , or article II A, section 3(c) , of the agreement is expressly applicable, shall be deemed to be exempted securities within
the meaning of paragraph (a) (2) of section 3 of the Act of May 27,
1933, as amended (15 U.S.C. 77c), andjaragraph (a)(12) of s~ction
3 of the Act of June 6, 1934, as amende (15 U.S.C. 78c). The Bank
shall file with the Securities and Exchange Commission such as annual
and other reports with regard to such securities as the Commission
shall determine to be appropriate in view of the special character of
the Bank and its operations and necessary in the public interest or for
the protection of investors.
(b) The Securities and Exchange Commission, acting in consultation
with the National Advisory Council on International Monetary and
Financial Problems, is authorized to suspend the provisions of subsection (a) at any time as to any or all securities issued or _guaranteed
by the Bank during the period of such suspension. The Commission
shall include in its annual reports to Congress such information as it
shall deem advisable with regard to the operations and effect of this
section and in connection therewith shall include any views submitted
for such purpose by any association of dealers registered with the
Commission.

•

*

*

*

*

•

*

SEc. 23. The United S tates Governor of the Bank i-~ authorized to note
for three proposed resolution.<; of the Board of Governors entitled (a)
"Amendments to the Agreement Establishing the B ank with respect to the
Creation of the Inter-Regional Capital 'Stock of the Bank and to Related
Matters/' (b) "General R ,ules Governing, Admission oj Nonregional
Countries to Member.ship in the Bank," and (c) " Increase in the A uthorized Callable Ordinary Capital Stock and Su bscription-s Thereto in
Connection with the Admi ssion of Nonregional Member Countries,"
which were submitted to the Board of Governors pursuant to a resolution
of the Board of Executive Directors approved on March 4, 1975.
SEc. 24. The United States Governors of the Bank is authorized to agree
to the amendments to article II, section 1(b) and article IV, section 3(b)
of the Agreement Establishing the Bank, as proposed by the B oard of
Executive Directors, to provide .for membership for the Bahamas and
Guyana in the Bank at such times and in accordance with such terms as
the Bank may determine.
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SEc. 25. The United States Governor of the Bank is authorized to agree
to the amendments to article III, sections 1, 4, and 6(b) of the Agreement
Establishing the Bank, as proposed by the Board of Executive Directors,
to provide for lending to the Caribbean Development Bank.
SEc.-26. (a) The United States Governor of the Bank is hereby authorized to vote in favor of two resolutions proposed by the Governors at
a special meeting in July 1975, and now pending before the B oard of
Governors of the Bank, which provide for (1) an increase in the authorized capital stock of the Bank and additional subscriptions of member&
thereto and (2) an increase in the resources of the Fund for Special OperOttions and contributions thereto. Upon adoption of such resolutions, the
United States Governor is authorized to agree on behalf of the United States(1) to subscribe to ninety-nine thousand four hundred and seventy1our·
shares of $10,000 par value of the increase in the authorized capital stock
of the Bank of which eighty-nine thousand five hundred and twenty-si xshall be callable shares and nine thousand nine hundred and forty-eight.
shall be paid-in and (2) to contribute to the Fund for Special Operati6ns$600,000,000, in accordance with and subject to the terms and conditions·
of such resolutions.
(b) There are hereby authorized to be appropriated, withoutfiscal yearlimitation, the amounts necessary for payment by the Secretary of the
Treasury of (1) $1,199,997,873 for the United States subscription to the·
capital stock of the Bank and (2) $600,000,000 for the United Statesshare of the increase in the resources of the Fund for Special Operations.
SEc. 27. (a) The United States Governor of the Bank is hereby authorized to vote for an additional increase of one hundred and eight thousand·
shares of $10,000 par value in the authorized callable capital stock of
the Bank as recommended in the resolution of the Board of Governors
entitled 'Increase of US$4 Billion in the Authorized Capital Stock and·
Subscriptions Thereto'. Upon adoption of a Board of Governors resolution increasing the authonzed capital stock of the Bank by such amount,
the United States Governor is authorized to agree on behalf of the Unitef!States to subscribe to thirty-seven thO'USand three hundred and three sharesof $10,000 par value of such additional increase in callable capital in
accordance with and subject to the terms and conditions of such resolution.
(b) In order to pay for the increase in the United States subscription.
to the Bank provided for in this section, there is hereby authorized to be
appropriated, without fiscal year limitation, $450,002,218 for payment by
the Secretary of the Treasury.
"SEc. 28. (a) The United States Executive Director of the Bank iS;
authorized and directed to vote against any loan, any extension offinancial.
assistance, or any technical assistance to any country which engages in a
consistent pattern of gross violations of internationally recognized h1tman
rights, including torture or cruel, inhumane, or degrading treatment or
punishment, prolonged detention without charges, or other flagrant denial
of the right to life, liberty, and the security of person, unless such assistance
will directly benefit the needy people in such country.
"(b) In determining whether this standard is being met with regard to
t'tctivities of the Inter-American Development Bank, the Committee on
Foreign Relations of the Senate. or the House. Committee on Internatio:wl
Relations, or the House Commtttee on Banhng, Currency and Houstng,
may requ_ire the United ~tates Governor of the Bank .to submit.in w;iting·
informatton demonstratmg that such loan or ass1stance wtll dtrectly
benefit those persons in such country to which such loan or assistance iS:
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supposed to be directed, together with a detailed explanation of the assistance to be provided (including the dollar amounts of such assistance) and
an explanation of how s·uch assistance will directly benefit such persons
in such country.
" (c) I n determining whether or not a country falls within the provisions
of subsection (a), the Senate Committee on Foreign Relations and the
House Committee on International Relations and the House Committee
on Banking, Currency and HOWling shall give consideration to the extent
of cooperation of such country in permitting an unimpeded investigation
of alleged violations of internationally recognized human rights by appropriate international organizations, including the International Committee of the R ed Oross, or groups or persons acting under the authority
of the United Nations or of the Orgamzation of A merican States.".
"SEc. 29. (a) The United States Executive Director of the Bank shall
. propose to the Board of Executive Directors of the Bank the adoption of a
resolution ~roviding (1) that the development and u tilization of lightcapital or tntermediate technologies should be accepted as major facets
of the Bank's development strategy, and (2) that such light-capital or
intermediate technologies should be developed and utilized as soon as possible in all B ank activities. Such resolutwn shall further provide that, by
the clos~ of the calendar year 1977, some projects that employ primarily
such light-capital or intermediate technologies shall be des-igned and
approved.
"(b) The United States Governor of the B ank shall report to the
Congress no later than si x months after the date of the enactment of this
section on the proposal made under su bsection (a), and no later than
twelve months after such date on the progress that has been made with
respect to such proposal.".
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Mr. REUSS, from the committee of conference,
submitted the following

CONFERENCE REPORT
[To accompany H.R. 9721]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill ( H.R. 9721) to provide for increased participation by the United States in the InterAmerican Development Bank, to provide for the entry of nonregional
members and the Bahamas and Guyana in the Inter-American Development Banl&_ to provide for the participation of the United States in
the African Development Fund, and for other purposes, having met,
after full and free conference, have agreed to recommend and do recommend to their respective Houses as follows:
That the Senate recede from its amenaments numbered 1, 2, 4, 6,
and7.
That the House recede from its disagreement to the Senate amendment numbered 3 and agree to the same.
Amendment numbered 5:
That the House recede from its disagreement to the amendment of
the Senate numbered 5, and agree to the same with an amendment as
follows:
·
Omit the matter proposed to be inserted by the Senate amendment
and on page 13, line 2, of the bill (H.R. 9721) immediately after "person," insert the following: and including prO'Viding refuge to indi1-'iduals committing a<Jts of international terrorism such all the hija<Jkitng of an aircraft,
And the Senate agree to the same.
Amendment numbered 8:
That the House recede from its disagreement to the Senate amendment numbered 8, and agree to the same with an amendment as follows:
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In the Senate amendment, strike out "Title IV" and "Sec. 401." and
insert in lieu thereof Title Ill and Sea. 301., respectively.
And the Senate agree to the same.
H. S. REuss,
HENRY GoNZALEZ,

RoBERT G. STEPHENS, Jr.,
PAUL E. T80NGA8,
LINDY (MRs. HALE) Booas,
ALBERT W. JoHNSON,
HENRY J. HYDE,
M aMgers on the Part of the House.
JoHN SPARKMAN,
HUBERT H. HuMPHREY,

GALE

w.

McGEE,

GEORGE McGoVERN,
CLIFFORD P. CAsE,
JACOB K. JAVITS,
HuGH ScotT,
M aMgers on the Part of the SeMte.

JOINT EXPLANATORY STATEMENT OF THE
COMMITTEE OF CONFERENCE
The managers on the part of the House and the Senate at the conference on the disagreeing votes of the two Houses on the amendments
of the Senate to the bill (H.R. 9721) to provide for increased participation by the United States in the Inter-American Development Bank,
to provide for the entry of nonregional members and the ·Bahamas
and Guyana in the Inter-American Development Bank, to provide for
the participation of the United States in the African Development
Fund, and for other purposes, submit the following joint statement to
the House and the Senate in explanation of the effect of the action
agreed upon by the managers and recommended in the accompanying
conference report:
TITLE I-INTER-AMERICAN DEVELOPMENT BANK

The Senate amendments numbered 1, 2, and 4 struck section 102 of
the House bill (and made corresponding technical changes) which
repealed a provision under the heading "Investment in Inter-American
Development Bank" in title III of the Foreign Assistance and Related
Programs Appropriations Act, 1975. The Senate receded to the House.
The Senate amendment numbered 3 amended section 103 of the
House bill to change the word "Governor" to "Executive Director".
The House receded to the Senate amendment.
TrrLE II-AFRICAN DEVELOPMENT FUND

The Senate amendment numbered 5 added a new section, section 212
to the House bill directing the United States Executive Director of
the African Development Fund to vote against any loan to any government which provides refuge to individuals committing acts of terrorism, such as the hijacking of an aircraft. The House hill contained
no comparable provision. Th~ Ho~se. receded to tl_le Sen.ate amendment with an amendment placmg Similar language m sectwn 211.
The Senate amendment numbered 6 added a new section, section 213,
to the House bill stating that none of the funds authorized to be appropriated in the bill shall be granted, loaned to, or otherwise used for
the benefit of the nation of Uganda. The House bill contained no
comparable provision. The Senate -receded to the House.
TITLE III-AUTHORIZATION FOR INTERNATIONAL ATOMIC
ENERGY AGENCY

The Senate amendment numbered 7 added a new title to the House
bill authorizing funds for the International Atomic Energy Agency.
The House bill contained no comparable provision. The Senate receded
to the House.
(8)
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TITLE IV-SWINE INFLUENZA

The Senate amendment numbered 8 added a new title to the House
bill stating that Congress finds that the problems posed by swine
influenza transcend national and political boundaries and that it is the
sense of Congress that the President should furnish assista~.nce to foreign countries and international organizations for the investigation
and planning for the control of swine influenza. The House bill contained no comparable provision. The House receded to the Seriate
amendment with a technical amendment which renumbers the title
and section added by the Senate amendment.
H. S. REuss,
HENRY GoNzALEZ,
RoBERT

G. STEPHENs, Jr.,

E. TsoNoAs,
LINDY (Mrs. Hale) Booos,
PAUL

w.

ALBERT
JOHNSON'
HENRY J. HYDE,
Managers on t~ Part oft~ House.
JOHN SPARKMAN,

HuBERT H. HUMPHREY,

w. McGEE,
GEORGE McGoVERN,
CLIFFORD p. CASE,
JAcoB K. J Avrrs,
GALE

HuGH

ScoTr,

Managers on the Part of t~ Senate.
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lFtintQtfourth Ciongrtss of tht tlnitrd ~tatts of gmcrica
AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the nineteenth day of January;
one thousand nine hundred and seventy-six

Sin Slct
To provide for increased participation by the United States in the Inter-American
Development Bank, to provide for the entry of nonregional members and the
Bahamas and Guyana in the Inter-American Development Bank, to provide
for the participation of the United States in the African Development Fund,
and for other purposes.

Be it erwcted by the Senate and House of Represe'f!Jativea of the
United States of America in Oongress assembled,
TITLE I-INTER-AMERICAN DEVELOPMENT BANK
SEc. 101. The Inter-American Development Bank Act (22 U.S.C.
283 et seq.) is further amended by adding at the end thereof the
following new sections :
"SEc. 26. (a) The United States Governor of the Bank is hereby
authorized to vote in favor of two resolutions proposed hy the Governors at a special meeting in July 1975, and now pending before the
Board of Governors of the Bank, which provide for ( 1) an increase
in the authorized capital stock of the Bank and additional subscriptions of members thereto and (2) an increase in the resources of the
Fund for Special Operations and contributions thereto. Upon adoption of such resolutions, the United States Governor is authorized to
agree on behalf of the United States (1) to subscribe to ninety-nine
thousand four hundred and seventy-four shares of $10,000 par value
of the increase in the authorized capital stock of the Bank of which
eighty-nine thousand five hundred and twenty-six shall be callable
shares and nine thousand nine hundred and forty-eight shall be paid
in and (2) to contribute to the Fund for Special Operations
$600,000,000, in accordance with and subject to the terms and conditions of such resolutions.
"(b) There are hereby authorized to be appropriated, without fiscal
year limitation, the amounts necessary for •p ayment by the Secretary
of the Treasury of (1) $1,199,997,873 for the United States subscription to the capital stock of the Bank and (2) $600,000,000 for the
United States share of the increase in the resources of the Fund for
Special Operations.
"SEc. 27. (a) The United States Governor of the Bank is hereby
authorized to vote for an additional increase of one hundred and eight
thousand shares of $10,000 par value in the authorized callable capital
stock of the Bank as recommended in the resolution of the Board of
Governors entitled 'Increase of US$4 Billion in the Authorized
Capital Stock and Subscriptions Thereto'. Upon adoption of a Board
of Governors resolution increa'$ing the authorized capital stock of the
Bank by such amount, the Uni~ States Governor is authorized to
agree on behalf of the United States to subscribe to thirty-seven
thousand three hundred an~ three shares of $10,000 par value of such
additional increase in callable capital in accordance with and subject
to the terms and conditions o~ such resolution.
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"(b) In order to pay for the increase in the United States subscription to the Bank provided for in this section, there is hereby authorized to be appropriated, without fiscal year limitation, $450,002,218
for payment by the Secretary of the Treasury.".
SEc. 102. Under the center heading "INVESTMENT IN INTERAMERICAN DEVJ<~WPl\fENT BANK" in title III of the Foreign Assistance
and Related Programs Appropriations Act, 1975, strike out all that
follows aftet· "to remain available until ex·p ended" and insert in lieu
thereof a period.
SEC. 103. (a) The Inter-American Development Bank Act (22
U.S.C. 283 et seq.) is further amended as follows:
By adding after section 22 the following new sections:
' SEC. 23. The United States Governor of the Bank is authorized to
vote for three proposed resolutions of the Board of Governors
entitled (a) 'Amendments to the Agreement Establishing the Bank
with respect to the Creation of the Inter-Regional Capital Stock of
the Bank and to Related Matters', (b) 'General Rules Governing
Admission of Nonregional Countries to Membership in the Bank', and
(c) 'Increase in the Authorized Callable Ordinary Capital Stock and
Subscriptions Thereto in Connection with the Admission of Nonregional Member Countries', which were submitted to the Board of
Governors pursuant to a resolution of the Board of Executive
Directors approved on Maroh 4, 1975.
"SEc. 24. The United States Governor of the Bank is authorized to
agree to the amendments to article II, section 1(b) and article IV,
section 3(b) of the Agreement Establishin~ the Bank, as proposed by
the Board of Executive Directors, to provide for membership for the
Bahamas and Guyana in the Bank at such times and in accordance
with such terms as the Bank may determine.
"SEc. 25. 'Dhe United States Governor of the Bank is authorized to
agree to the amendments to article III, sections 1, 4, and 6 (b) of the
Agreement Establish~ the Bank, as proposed by the Board of Executive Directors, to prov·l de for lending to the Caribbean Development
Bank.
"SEc. 28. (a) 'Dhe United States Executive Director of the Bank is
authorized and directed to vote against any loan, any extension of
financial assistance, or any technical assistance to anl country which
engages in a consistent pattern of gross violations o internationally
recognized human rights, including torture or cruel, inhumane, or
degrading treatment or punishment, prolonged detention without
charges, or other flagrant denial of the right to life, liberty, and the
secunty of person, unless such assistance will directly benefit the needy
people in such country.
"('b) In determining whether this standard is being met with regard
to activities of the Inter-American Development Bank, the Committee
on Foreign Relations of the Senate or the House Committee on International Relations, or the House Committee on Bankingl Currency
and Housing, may req_uire the United States Governor ot the Bank
to submit in writing mformation demonstrating that such loan or
assistance will directly benefit those persons in such country to which
such loan or assistance is supposed to be directed, together with a
detailed explanation of the assistance to be provided (including the
dollar amounts of such assistance) and an explanation of ·how such
assistance will directly benefit such persons in such country.
" (c) In determining whether or not a country falls withm the :provisions of subsection (a), the Senate Committee on Foreign Relations
and the House Committee on International Relations and the House
Committee on Banking, Currency and Housing shall give considera-
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tion to the extent of cooperation of such country in permitting an
unimpeded investigation of alleged violations of internationally recognized human rights by appropriate international organizations, including the International Committee of the Red Cross, or groups or persons
acting under the authorit~ of the United Nations or of the Organimtion of American States.' .
(2) By inserting in the first sentence of section 5 after "article II,
section 3" a comma and the words "or article IIA, section 2,"; and br,
inserting in the last sentence of section 5 after "article II, section 2, '
the words "or article IIA, section 1,".
( 3) By deleting in the first sentence of section 11 (a) the word
"ordinary"; by inserting in section 11 (a) after the words "article II,
section 5," the words "and article IIA, section 4,"; and by inserting
in section 11(a) after the words "article II, section 4(a) (ii)," the
words "or article RA, section 3 (c),".
(b) The amendments made by paragraphs (2) and (3) of this section shall become effective upon approval by the Board of Governors
of bhe Bank of the resolutions referred to in section 23 of the InterAmerican Development Bank Act (22 U.S.C. 283 et seq.).
SEc. 104. 'Dhe Inter-American Development Bank Act (22 U.S.C.
283 et seq.) is further amended by adding at the end thereof the
following new section :
"SEc. 29. (a) The United States Executive Director of the Bank
shall propose to the Board of Executive Directors of the Bank the
adoptiOn of a resolution rroviding (1) that t:>he development and
utilization of light-capita or intermediate technologies should be
accepted as major facets of the Bank's development strategy, and (2)
that such light-capital or intermediate technologies should be developed and utilized as soon as possible in all Bank activities. Such
resolution shall further provide that, by the close of the calendar year
1977, some proiects that employ primarily such light-capital or intermediate technologies shall be designed and approved.
"(b) The United States Governor of the Bank shall report to the
Congress no later than six months after the date of the enactment of
this section on the proposal made under subsection (a), and no later
than twelve months after such date on the progress that has been
made with respect to such proposal.".
TITLE II- AFRICAN DEVELOPMENT FUND
SEC. 201. This Title may be cited as t,he "African Development
Fund Act".
SEc. 202. The President is hereby authorized to aocept participation for the United States in the African Development Fund (hereinafter referred to as the "Fund") provided for by the agreement
establishing the Fund (hereinafter referred to as the "agreement")
deposited in the Archives of the United Nations.
SEC. 203. (a) The President; by and with the advice and consent
of the Senate, shall appoint a Governor, and an Alternate Governor,
of the Fund.
.
(b) The Governor, or in his absence the AltRrnate Governor, on
the instructions of the President, shall cast the votes of the United
States for the Director to represent the United States in the Fund.
The Director representing the United States and his Alternate, if
they are citizens of the United States, may, in the discretion of the
President, receive such compensation, allowances, and other benefits
not exceeding those authorized for a Chief of Mission, class 2, wi-thin
the meaning of the Foreign Service Act of 1946, as amended.
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SEC. 204. The provisions of section 4 of the Bretton Woods Agreements Act, as amended (22 U.S.C. 286b), shall apply with resyect to
the Fund to the same extent as with respect to the Internationa Bank
for Reconstruction and Development and the International Monetary
Fund. Reports with respect to the Fund under paragraphs ( 5) and
( 6) of subsection 4 of said Act, as amended, shall be included m the
first report made thereunder after the United States accepts participation in the Fund.
SEc. 205. Unless Congress by law authorizes such action, neither
the President nor any person or agency shall, on behalf of the United
States:
(a) agree to an increase in the subscription of the United States
to the Fund;
(b) vote for or agree to any amendment of the agreement which
increases the obligations of the United States, or which would
change the purpose or functions of the Fund; or
(c) make a loan or provide other financing to the Fund, except
that funds for technical assistance may be provided to the Fund
by a United States agency created pursuant to an Act of Congress
which is authorized by law to provide funds to internatiOnal
organizations.
SEc. 206. (a) There is hereby authorized to be appropriated without
fiscal year limitation, as the United States subscriptiOn, $25,000,000
to be paid by the Secretary of the Treasury to the Fund in three annual
installments of $9,000,000, $8,000,000, and $8,000,000.
('b ) Any repayment or distribution of moneys from the Fund to
the United States shall be covered into the Treasury as a miscellaneous
receipt.
SEc. 207. Any Federal Reserve bank which is requested to do so by
the President shall act as a depository for the Fund, and the Board
of Governors of the Federal Reserve System shall supervise and
direct the carrying out of these functions by the Federal Reserve banks.
SEc. 208. For the purpose of any civil action which may be brought
within the United States, its territories or possessions, or the Commonwealth of Puerto Rico, by or against the Fund in accordance with the
agreement, the Fund shall be deemed to be an inhabitant of the Federal judicial district in which its principal office or agency appointed
for the purpose of accepting service or notice of service is located, and
any such action to which the Fund shall be party shall be deemed to
arise under the laws of the United States, and the district courts of
the United States (including the courts enumerated in title 28, section
460, United States Code) shall have original jurisdiction of any such
action. When the Fund is defendant in any action in a State court,
it may, at any time before the trial thereof, remove such action into
the district court of the United States for the proper district by
following the procedure for removal of causes otherwise provided by
law.
SEC. 209. The agreement. including without limitation articles 41
through 50, shaH have full force and effect in the United States,
its territories and possessions, and the Commonwealth of Puerto Rico,
upon the acceptance of participation by the United States in, and the
entry into force of, the Fund. The President, at the time of deposit
of the instrument of acceptance of participation of the United States
in the Fund, shall also deposit a declaration that the United States
retains for itself and its political subdivisions the right to tax salaries
and emoluments paid by the Fund to its citizens or nationals and may
deposit a declaration providing for reservations on other matters set
forth in article 58.
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SEc. 210. The President shall instruct the United States Governor
of the Fund to cause the Executive Director representing the United
States in the Fund to cast the votes of the United States against any
loan or other utilization of the funds of the Fund for the benefit of
any country which has( 1) nationalized or expropriated or seized ownership or control
of property owned by any United States citizen or by any corporation, partnership, or association not less than 50 per centum of
which is beneficially owned by United States citizens;
(2) taken steps to repudiate or nullify existing contracts or
agreements with any United States citizen or any corporation,
partnership, or association not less than 50 per centum of which
is beneficially owned by United States citizens; or
(3) imposed or enforced discriminatory taxes or other exactions, or restrictive maintenance or operational conditions, or has
taken other actions, which have the effect of nationalizing, expropriating, or otherwise seizing ownership or control of property
so owned;
unless the President determines that (A) an arrangement for prompt,
adequate, and effective compensation has been made, (B) the parties
have submitted the dispute to arbitration under the rules of the Convention for the Settlement of Investment Disputes, or (C) good faith
negotiations are in progress aimed at providing prompt, adequate, and
effective compensation under the applicable pnnciples of international
law.
SEc. 211. (a) The United States Governor of the Fund is authorized
and directed to cause the Executive Director representing tilie United
States to vote against any loan, any extension of financial assistance,
or any technical assistance to any country which engages in a consistent pattern of gross violations of internationally recognized human
rights, mcluding torture or cruel, inhumane, or degrading treatment
or punishmentz- pP&Ion~ detention without charges, or other flagrant
denial of the rigtht to life, liberty, and the security of person, and
including providing refuge to individuals committing acts of international terrorism such as the hijacking of an aircraft, unless such
assistance will directly benefit the needy people in such country.
(b) In determinin~ whether this standard is being met with regard
to activities of the African Development Fund, the Committee on
Foreign Relations of the Senate or the House Committee on International Relations, or the House Committee on Banking, Currency
and Housing may require the United States Governor of the Bank
to submit in writing information demonstrating that such loan or
assistance will directly benefit those persons in such country to which
such loan or assistance is supposed to be directed, together with a
detailed explanation of the assistance to be provided (including the
dollar amounts of such assistance) and an explanation of how such
assistance will directly benefit such persons in such country.
(c) In determining whether or not a country falls within the ,p rovisiOns of subsection (a), the Senate Committee on Foreign .Relations and the House Committee on International Relations and the
House Committee on Banking, Currency and Housing shall give consideration to the extent of cooperation of such country in permitting
an unimpeded investigation of alleged violations of internationally
recognized human rights by appropriate international organizations,
including the International Committee of the Red Cross, or groups or
persons acting under the authority of the United Nations or of the
Organization of American States.
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TITLE IIJ.-.-.:SWINE INFLUENZA
SEc. 301. (a) The Congress finds and declares that( 1) the prdblems posed by swine ~nfluenza transcend national
and political boundaries;
(2) no one country, or even one portion of the world, ca.n
singularly undertake the search for a worldwide solution to the
problems posed by swine influenza;
(3) the global nature of swine influenza demands international
cooperation and coordination in the invesmgation and planning
for effective control of swine influenza;
(4) the Public Health Service of the United States has invited
the World Health Organization of the United Nations and its
·I nternational Influenza Reference Centers to participate in the
investigllltion and planning for the control of swine influenza;
( 5) special collaboration has already been esta;blished among
the United States, the United Kingdom, and Canada for mutual
participation in the investigation and planning for the control
of swine influenza;
( 6) the United States Department of State and the Public
Health Service of the United States have joint programs to provide information to foreign countries on t'he nature and extent
of swine ~uenza and the methods necessary to control it; and
(7) the technology of the United States for the surveillance of
virus disease and vaccine production should be made available to
foreign countries.
('b) It IS the sense of the Congress that the President should furnish
assistance to foreign countries and international organizamons for the
investigation and planning for the control of swine influenza.
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