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INI'ERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

COOPERATION FOR DEVELOPMENT 
BlLTWEEN PUBLIC AND PRIVATE FINANCE 

November 21, 

Excerpts from an address by Robert L. Garner, Vice President /1 tJI 
International Bank for Reconstruction and Development, "j' 

Washington, D.C. i ID8de before the Finance Conference 
of the American Managem.ent Association, November 

21, at the Hotel Roosevelt, New York City 

The World Bank is "helping to set the stase so private investment can step 
out and play its proper role in world economic development," Robert L. Garner, 
Vice President of the Bank, said today in an address before the annual finance 
conference of the American Manasement Association, at the Hotel Roosevelt, in 
New York. 

He sunnned up the Bank's accomplishments to date in providing some of the 
conditions for the growth of private international investment; and he explored 
the possibility- of further encouraaement of private investment abroad through 
the proposed International Finance Corporation. 

Mr. Garner explained how the projects financed by the Bank are helping to 
encourage private initiative by providing some of the basic facilities necessary 
to the growth of private ind1,1stry in the lees-developed countries. These facili
ties include power generation and distribution, irrisation, flood. control, trans
portation, communications and equipment for land clearance, improved cultivation, 
and crop storase. To date the World Bank has loaned about $1,,00,000,000 for 
sane 250 projects located on six continents. Mr. Garner pointed out that the 
Bank operates on a sound business basis and makes repayable loans, not grants. 

In otller ways, the Bank helps to create a favorable climate in which pri
vate business can prosper. It has assisted its member countries in improving 
their financial policies and practices; it has ma.de some loans to private power 
companies; it has participated with private capital in makins other loans; and it 
has lent funds to local investment agencies which, in turn, have made loans to 
private enterprises. 

But, Mr. Garner said, the growth of private investment might be encouraged 
in a more direct way if public f'UndG or;,uld be inveeted in private ventures by an 
international institution similar to the World Bank. 

The Bank itself' is 11m1ted in the emount of direct lend.ins to private fims 
it can do, he explained. In the first place, all of its loans to private fiz,ns 
must be suaranteed by the governments of the countries in which the finns are 
located. This causes reluctance on the part of governments as well as business 
organizations. In the second place, he pointed out, the Bank does not make equity 
investments. '!And in underdeveloped as well as developed countries it is equity 
money that is normally needed for the growth and expansion of private industry, " 
he added. 

"The manasement of the Bank wants to encourage in every way possible the 
development activities of private business," he said, "and at the same time we are 
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keenly aware of the limitations that prevent ue from expanding our direct 
participation in these activities to any marked extent. For these reasons we 
have been interested in the proposal advanced by the U. s. International Develop
ment Advisory Board to establiim. an International Finance Corporation as an 
affiliate of the Bank." 

The IFC, he explained, would help finance private productive enterprises 
through equity investments and loans Without governmental guarantee. It would be 
financially separate from the Bank, its capital to be provided by its member coun
tries, subscribing to non-voting stock. The IFC would invest only in partnership 
with private capital -- either foreign or domestic or a cc:mbination of the two -
and would never participate in undertakings for which adequate private capital 
was available. Management of enterprises would be left in private hands, and 
the IFC would always take a minority porticipation. The IFC would attempt to 
revolve its funds by selling its holdil'.l88 to private investors whenever it could 
do so at a f~ir price. 

Mr. Gerner said that members of the Bank's staff had discussed the IFC 
proposal with the business and financial communities here and abroad. Many views 
have been expressed - - both f avorabl.e and unf'avorable. 

It is not surprising, he said, th.at the first reaction of many businessmen 
is skepticism of a proposal whereby a public institution with government capital 
should ID8.ke equity investments. A natural. reaction is that this is another step 
towards Govercment-in-business. 

On the other hand, a considerable number have expressed the opinion that 
there is a need for a source of capital to which American business concerns desir
ing to establish factories or branches abroad can tum, and that under existing 
conditions the American ID8.rket does not provide such capital. Thia is apparently 
not tru.e so much of the very large corporations as of. those of moderate size • .. 

Furthermore, over the past y:e-ars , Mr. Gerner said, we have had a number of 
indications that some of these business people would welcome the Bank as a partner 
because its experience and contacts abroad have siven it a familiarity with the 
conditions in a large number of countries. 

The fact that the proposal for the IFC provides that it would take only a 
minority participation and leave management in private hands, he explained, greatly 
minimizes the obJections to the source of its capital being public funds, Also, 
the. fact that the Bank has demonstrated its ability to conduct its business on 
businesslike lines, free of' political domination, gives many of those who are 
familiar with its .operations confidence that its proposed affiliate would operate 
on similar principles. 

In conclusion Mr. Garner pointed out that to the extent the flow of' private 
capital abroad was increased, many people hoped that the need for United States 
Government loans and grants might be diminished. 
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Cooperation 
Between Public and 
Private Finance: 
Provi,ding Adequate Capital for Econom;c 
Development and Reconstruction in 
The Foreign Fiel,d 

q Robert L Gamer 
Vice Pf'mdent, International Bank fOf' RecOflStf'UCtwn and Development 
Washington, D. C. 

THE POSTWAR A ITEM.PT to build up the economic and military 
strength of the countries on this side of tlie Iron Curtain, in accordance 

with United States foreign policy, has involved the expenditure in loans 
and grants of many billions of dollars. While we Americans may disagree 
to some extent on the amounts of money to be spent abroad and the 
methods to be used, and while these may consequently be changed from 
time to time, I think it may be assumed that, as a people, we are finnly 
behind the current program. Similarly, I believe I am safe in saying that 
business men are interested in seeing that the necessary financial transac
tions are handled on as sound and businesslike a basis as possible. 

«.I THE AUTHOR 
A graduate of Vanderbilt University, 
Robert L. Garner also studied at the 
Columbia University School of Journal
ism. He began work in 1919 in the 
Educational Department of the Guaranty 
Trust Company of New York and was 
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Guaranty Company, in the Financial De-

partment of the Continental Insurance 
Company, and again as Assistant Treas
urer, Treasurer, and Vice President of 
the Guaranty Trust Company. Mr. Gar
ner has also served as Financial Vice 
President and Director of the General 
Foods Corporation and as a member of 
the Banking Board of the State of New 
York. He was appointed to his present 
position as Vice President of the Inter
national Bank in 1947. 



The International Bank for Reconstruction and Finance provides a 
channel through which private capital may be sent abroad to build the 
basic utilities that will encourage private enterprise. I wish I might think 
it unnecessary to describe the bank's setup and operations, but it is un
fortunately true that most people, unless they have had some reason to 
study the Bank or come in contact with it, have a rather vague idea of 
what it is. In fact, it is often confused with the Export-Import Bank in 
Washington, which is purely a United States Government operation. 

ORGANIZATION OF THE WORLD BANK 

The World Bank, which is an easier name to remember than the 
official one, was set up at Bretton Woods before the end of the war as 
an institution which would be able to supply capital both in countries that 
had been devastated by the war and in areas that were as yet undeveloped. 
It was assumed-and this proved to be correct-that private capital would 
not be available in sufficient amounts for that purpose. 

The basic idea, then, was that this bank would provide capital to 
facilitate projects for which private investment was not available. We 
are not in competition with private capital. Should it be forthcoming, we 
do not enter the field. Moreover, our loans were to be made with the 
understanding that the)C would be repaid. We are not in the business of 
making grants or indulging in philanthropy. 

The setup that was devised is unique in financial history. Each of the 
54 nations wliich are now members subscribed a certain amount of capital 
to the bank. The total amount written on the books is about $9 billion; 
but, as I shall explain, we do not have $9 billion to operate with. It was 
subscribed capital; the various countries participate in relation to their 
size and economic strenl?th. For instance, the United States has con
tributed approximately 35 per cent of the capital; the United Kingdom, 
about 14 per cent; and our smallest country, Panama, about 1/.20 of 1 per 
cent. . 

Each country paid in 2 per cent of its subscription in cash. We then 
had $180,000.000 U.S. dollars, in gold. The next 18 per cent of the subscrip
tion was put up in the form of the currency of the country subscribing, but 
we can use that only with the consent of the country. It is not ours, as is 
the 2 per cent. In otlier words, we have $180,000,000 cash and $1,600,000,000 
in promises. The balance of the $9 billion is in the nature of a guarantee 
fund. We shall never have it to lend, but we can call on it if we need it 
to meet our obligations. 

THE AVAILABLE FUNDS 

The cash from all the members, plus the full use of the United States• 
18 per cent and our profits, has provided us with $812,000,000. Other 
countries have allowed us to use parts of their 18 per cent to the equivalent 
of $93,000,000, and we have outstanding borrowings of about $600,000,000, 
of which by far the largest part has been r-aised in the United States. How
ever, we nave outstanding_ the equivalent of $57,000,000 worth of bonds 
which were sold in Canada, the United Kingdom, and Switzerland, and 
we have sold from our portfolio-that is, sold some of the loans we have 
made-to the extent of about $60,000,000. Most of those loans have been 
sold to investors with our guarantee, but a few have been sold without it. 

It is interesting that, with a fairly moderate cash subscription by the 
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governments, we have been able to sell our bonds to private investors. 
These bonds are backed by all our assets and by unqualified call on the 
various member governments UJ> to the full amount of their 80 per cent 
subscription if we need it in order to meet our obligations. 

To most American investors, the important point is that we have an 
unq_ualified call on the Treasury of the United States up to $2 billion. No 
further legislation is required. The Treasurer would be compelled tofay 
us up to that amount, just as alrivate company would be compelle to 
pay a maturity of its own hon , if we needed the money to meet our 
obligations. 

With this setup, our bonds have been good investments, and they have 
been purchased by savings banks, pension trusts, and other groups in this 
country and elsewhere. 

STABILIZING FACTORS 

Our authority to call on the unpaid 80 per cent of the capital subscrip
tion of the U. S. and other members is very imJ>ortant; without it, we could 
not sell our bonds. We know that. Because this is a new institution and 
the world is as unsettled as it is, we need that stand-by. We hope now 
that we shall not have to use it; and, instead, we are building up our re
serves. We have earned $15,000,000 annually for the past several years, and 
we expect to earn about $19,000,000 this year, plus 1 per cent on all our 
loans, which will be put into reserves. Our reserves now equal $93,000,000, 
a comparatively respectable sum for an institution that has been operating 
for only about five years. 

I am confident in saying that we have had a nonpolitical management. 
We are not governed by political pressure from any government, and we 
operate in accordance with our best judgment, without being involved in 
political considerations. 

No loan can be made except as it is proposed by the management. It 
is then put up to the directors, who vote either for or against it. But the 
directors who are nominated, elected, or appointed by the member govern
ments-and owe their allegiance to those governments-have the final say 
as to whether we can make a loan. And no country can propose a loan. 
The loan proposal must come through the management. 

. It is interesting that our directors act J>retty much like corporate direc
tors. We have a pleasant relationship with them, and we work together. 
They recognize the responsibility of the management, and we recognize 
their duties and responsibilities. 

PRINCIPLES OF LENDING 

Now, what exactly do we do? We make loans to governments; or, in 
case a loan is not to a government, we must have a government guarantee. 
All our loans are for productive pllfROses. In five years, they have amounted 
to $1% billion, a total which is maoe up of 72 separate loans covering 250 
separate products in 28 countries on six continents. 

Power has been the largest single type of project for which loans have 
been made. We have provided funds for power production in 16 countries. 
However, we have also lent money for railways, road construction, com
munications, land clearance, flood control, irrigation, agriculture, and a 
variety of industrial purposes. Up to now, all payments have been made 

3 



as due on our loans; we have had no defaults or delays to think of. 
Our lending principles are the same ones that are applied in Wall 

Street-except that, dealing with countries abroad, we have certain prob
lems that one doesn't have domestically. First, we appraise both the 
country and the project, sending qualified people to get the necessary 
information on the spot. We try to appraise the ability of the country to 
repay the loan in the currency in which we make it. If we make a loan in 
dollars, it must be repaid in dollars. If we make it in sterling, it must be 
repaid in sterling. We try to judge when the country will be able and 
willing to repay the loan. 

We also determine whether the country can. put up a considerable 
percentage of the money for the project. We don't finance all of a project, 
and in general we finance only imported materials and equipment. The 
country must pay for local labor and costs of materials. We want to see 
that it has a stake in the project and that it does all it can to provide for 
construction. 

Furthermore, we want to be convinced that the country has the tech
nical ability to complete the project and to manage it. Sometimes it can 
do that with local people. Very often, we insist that qualified foreign 
engineers, construction people, and others be brought in if we don't think 
facilities are available within the country itself. We must satisfy ourselves 
that the people who are going to do the job are able to do it. 

Finally, we appraise the importance of the project to the country. We 
want to see that it actually is going to build up the economy of the country. 
Therefore we stay away from such things as race tracks, fountains, monu
ments, and presidential palaces-which, I might say, consumed a consider
able part of the private loans that were made in the "Gay Twenties." That 
is one of the reasons why there were so many defaults at that time. 

SYSTEM OF CONTROLS 

We see that our money is well spent. We never give anybody credit 
and simply let him draw the money out. We disburse against bills and 
other documents in just about the same way as a commercial bank, and 
we check to see that prices, qualities, and the like are satisfactory. 

In fact, we go further and see that the money is properly applied 
abroad. It is very easy to buy a generator, send it to X country, have the 
construction delayed either from lack of money or lack of proper handling, 
and see the equipment lie around for four or five years without results. 
We keep up to date with construction and progress reports, just like any 
private company. Sometimes we send our own people to check on the 
work, and sometimes we have resident people-accountants and engineers 
-watching it. We can say, therefore, that we know the purpose of the 
loan, what the money went for, and the progress of the project at any time. 

So far we have not had any case where a p:~tect has fallen down. We 
have had some delays-everyone does occasio y. But our projects go 
forward, and we have not had loans diverted away from projects for which 
we loaned the money. There is reason to hope that our loans will continue 
to stand up well unless conditions in the world become so bad that most 
nations will find it impossible to meet their obligations. 

Bankers say that the criterion of a good loan is whether the money is 
well spent. If it is a bad loan, the money is wasted. We are doing our best 
within our experience and ability to follow that principle. 
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ADVICE AND ASSISTANCE 

In addition to lending, we find we are called on to provide quite a few 
collateral services, such as making general economic surveys of a country 
and giving advice about what types of projects would be best for its 
development. The first one of those surveys was made in Colombia with 
noteworthy results. Also, in looking at these countries, we have often 
discussed such subjects as balancing the budget and establishing the econ
omy on a sounder basis. And, to some extent, our advice carries weight 
with many of them. 

As I have said, our loans are largely for basic facilities-power, trans
portation, anything leading to the better use of the land. I personally 
regret that so much of the power and so many of the railroads in the world 
are in governmental hands. I believe in private enterprise, and I think 
the world would be better off if power projects and the railroads were run 
privately. But the fact is that they are not privately run in most of the 
world, and there is not enough private capital throughout the world to 
expand these facilities at the required rate. And, without the expansion 
of transportation and power, among other things, private industry in these 
countries ( including mining and agriculture) cannot grow. In a sense, I 
think, our helping to develop these special facilities is laying the ground
work for an expansion of private activity. 

BETTER BUSINESS CLIMATE 

Another way in which we are helping in the expansion of private 
financing and business is in trying to develop a more favorable climate 
in various parts of the world for private bus~ess, whether it is local private 
business or American or British private business going abroad. 

I have already mentioned that our articles prevent us from competing 
with private capital and that we make no loans which private capital is 
prepared to make. In addition, we have been able to influence in several 
cases the settlement, by negotiation, of past bonds that were in default. 
That helps to restore confidence in the validity of contracts-and we all 
know that the lack of confidence in obligations is one of the things that the 
world has been suffering from for some years. When we can get a defaulted 
foreign debtor to sit down with his creditor and arrive at a negotiated 
settlement, we have taken a step in the right direction. 

We have always tried to influence countries to improve their financial 
policies in cases where certain regulations make business difficult to con
duct, and we are constantly urging governments to abstain from activities 
that private business can carry on. In short, we are trying in many ways 
-even including loans to private companies-to assist the growth of private 
business and private finance. 

SOME HANDICAPS 

However, to some of us it is disappointing that we have not been able 
to do more directly to assist in the expansion of private industry, both on 
its home ground and when it wants to go abroad. 
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One of the things that has handicapped us is the legal requirement 
that, if we make a loan to a private enterprise, we must get a government 
guarantee. Now, many private enterprises do not want to ask for a govern
ment guarantee. Also, governments are reluctant to give guarantees. They 
will do it for utilities which have a monopoly, but it is difficult for a 
government to give guarantees to one set of business men in the country 
and not to another. Therefore, the guarantee requirement-which is sound 
enough in general-limits our ability to encourage private enterprise. 

Also, we all know that private business is financed lar~ely by equity 
capital, not by loans, and we cannot advance equity capital. I regret that 
up to now we have not been able to be more active in working in actual 
partnership with private enterprise. First, the private enterprise system 
as we have developed it in this country is the best hope for economic 
improvement in the world. The spread of that system, I think, would be 
a wonderful thing for the economy of the rest of the world. Secondly, since 
ours is a private enterprise system, it is unfortunate, I believe, that so much 
of the American money that is loaned abroad has had to go into govern
mental enterprises and so little into the spreading of the private enterprise 
system. Thirdly, the expansion of our foreign trade is going to be of greater 
and greater importance to American business-both in the securing of raw 
materials from other parts of the world, on which we are becoming more 
and more dependent, and in the marketing of our manufactured goods. 

For these three reasons, I believe it is important that, provided it is 
on a sound basis, there be an increased flow of private capital abroad. 

A SUGGESTED SOLUTION 

What more can we do? We have given a good deal of thought to this 
matter, and we were quite interested when Nelson Rockefeller's committee, 
the U. S. International Development Advisory Board, suggested in its report 
in 1951 that an affiliate of the bank-to be called the "International Finance 
Corporation" -might be set up along the following lines: 

The corporation would be under the direction of the bank. It would 
be in a position to participate with private business in enterprises abroad 
where the full amount of private capital was not available, and participa
tion might take place either through loans without government guarantee 
or through equity investments. However, the corporation would never 
accept a majority ownership. It would operate on a minority participation 
basis only, leaving the management in private hands, and it would be the 
policy of the corporation to revolve its funds by selling out either to 
partners or to other private interests when and if it could be done. 

The committee's proposal presents this problem: Capital for the 
corporation would have to be provided, which, it seems to us, could come 
at the present time only from governments-the U.S. Government and per
haps a dozen foreign governments. But the proposal would cert&inly 
have the effect of putting the bank, through its affiliate, in a position to 
act in direct partnership with private business. 

REACTION TO THE PROPOSAL. 

Comment from business and financial people and from government 
circles has been both favorable and unfavorable. First of all, many busi-
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ness men feel that this is just another excursion of government into business. 
On the other hand, there are those who say there should be some source 
of capital for companies that want to make investments abroad-and, at 
the present time, the American market does not provide such a source. 

The large companies, of course, do not feel this lack, but a great many 
medium-sized corporations that approach us about the possibility of setting 
up, say, a new factory abroad ask if there is no way in which we can 
provide a part of the needed capital. Some of them feel that, while 
theoretically the bank is a public institution, with government stock in it, 
the dangers of political interference · would be minimized as a practical 
matter if the prO()osed corporation would take only a junior position, as 
suggested. The bank has contacts and experience abroad, they say, 
which would be helpful in working out projects. But, at the same time, 
others believe it is not lack of capital but unfavorable business climate that 
prevents investments abroad. 

COOPERATION ESSENTIAL 

. It really boils' down to this, it seems to me: To the extent that it is 
desirable to try, on a sound business basis, to stimulate the fl.ow of capital, 
it is better to take a firm attitude and say that we want countries to 
make it attractive for us to come in. . . 

My own judgment is that the negative attitude does not get us , any
where. The theory that, if we will just sit back, foreign countries will 
want capital so much that they will do whatever we ask does not seem to 
work. In the first place, they do not know what to do. Very often, it is 
not antagonism; it is lack of knowing how to work things out. And we 
find that we can get things done if we sit down and discuss matters clearly 
and reasonably. . 

If we of the World Bank had such a finance corporation· and were 
considering going into partnership with XY'Cs corporation and invest
ing in some country, we should want to look at the climate and conditions 
there just as much as a private investor. There.fore, I do not believe it is 
a valid criticism to say that our participation would weaken what incentive 
the country might have to improve its business climate. I think I can 
add that the experience of the Bank supports my view, for it is fair to 
say, I believe, that the Bank has helped some of its member countries 
to improve the situation of private industry. 

In Colombia, for example, at about the time we were making our 
survey there, the Tropical Oil Company's concession expired and reverted 
to the government. It was not a case of expropriation; it was entirely 
regular under the terms of the concession. The government proposed to 
set up a national oil company and operate it, but we advised against that 
very strongly. I do not say we were altogether responsible, but I think 
we had some influence in l!ettinl! the government to sit down with the 
Tropical Oil Company and make a new operating agreement, under 
which the company is managing the facilities and building a new refinery. 
In that case, we saved Colombia from what I think would have been 
the mistake of going into governmental oil OJ>eration, and we enabled a 
good American corporation to continue a profitable business in that country. 

Some people have said that, by getting special favors for companies 
in which IFC had an interest, we should put other companies doing busi
ness in the same country at an unfair disadvantage. Tliat would be true, 
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certainly, if we asked for special favors for a particular company. We 
should ask only for fair treatment, because we should expect fair treat
ment for all private capital in similar conditions. 

A PILOT OPERATION 

A few hundred million dollars of capital would be required to set up 
such an affiliate of the bank as was suggested by the Rockefeller com
mittee. That it could not solve all international financial problems is 
obvious. On the other hand, I think such an effort could be somewhat 
in the nature of a pilot operation to show what private capital can do in 
many countries. 

I am convinced that management comes before money-whether we 
are talking about domestic business or foreign business. The thing that 
is holdin_p; back progress in many countries is not lack of money/rimarily. 
It is lack of management. If we can spread around the worl some of 
the concepts of modern management, whether in production, merchan
dising, sales, or pricing policies, I think we shall be striking a great blow 
for what we believe in and counteracting some of the things that we dis
like in the world-perhaps with more effective results than are achieved 
by many of the other measures that are being taken. Every time a 
good American business concern goes into a foreign country, it brings 
something that is valuable to that country. 

Take the e~rience of Sears, Roebuck in Brazil. The comJ>any went 
down there a few years ago with the expectation that it would import 
about 75 per cent of the goods it sold and manage to get 25 per cent 
made in the country. It is now buying in Brazil 80 to 85 per cent of the 
goods sold in its store. It has created industries in Brazil-which, in my 
opinion, is worth more than a lot of grants and public loans. 

A PLAN WORTH TRYING 

We are not claiming that the spread of American managerial principles 
throughout the world would solve all the problems affecting private enter
prise and private investment abroad. There would be many other things 
needed-treaties and tax incentives, perhaps, among others. But the IFC 
might be a useful tool to try, and it might help a considerable number of 
private firms that are considering the possibility of expanding their busi
ness overseas. And, some people have said, to the extent that we can 
get private capital flowing, there may be some reduction in the amount 
of taxpayers' money that is called upon to be disbursed abroad. 

The World Bank is not committed to this international finance pro
posal. We are still in the process of studying it and gathering reactions 
to it. But we should be willing, if there is enough sentiment in favor 
of our trying it out, to see whether it would work. Possibly it could per
form a service to some sections of business, and it might lead to a freeing 
and opening-up of opportunities throughout the world. 

I do not think it will assure peace. Everybody, of course, wants peace, 
but peace is hard to get. However, the plan could help, I believe, to 
strengthen the economic soundness of various parts of the world and would 
at least be a step away from the troubled state that we are now facing. 
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HOID FOR RELEASE 
in A.M. Newspapers ot Tuesday, 
October 21, 1952. 

FOR THE PRFSS 

Excerpts from an Address by Robert L. Garner, Vice President ot the 
International Bank tor Reconstruction and Development, before the 

Dallas Council on World Affairs, Monday, Oct. 20, l.9S2 . 

These are critical times -- big issues are facing us. They are not going to 
be solved by a few offices in Washington, or Paris, or New Delhi. They 
are going to be solved by the people ot free nations. I don't mean that 
large groups of people can know the details. But they make the broad 
choices: slavery or treed.an; war or peace; squalor or economic progress. 

*** 
This Dallas Council on World Affairs is living proof that a whole community 

can be alive to what's going on in the world. You are not onl.1' aware 
ot the issues -- you can help shape than. This is heartening. Let me 
tell you another heartening thing: whole communities, whole areas in 
many corners ot the earth are becoming alive to the important issues of 
the day. I know this, because I have visited about 2S different 
countries in connection 'WL th my job. 

*** 
I want to talk to you tonight about something positive. Something that is 

ot importance to this city, state, nation -- and to the tree world. 
For want of a better name it is called "economic development." It is 
the positive program which holds the hope of eliminating poverty and 
backwardness in underdeveloped areas of the world, getting rid of the 
rotten earth in which Communism breeds. 

*** 
Americans have always wanted to extend a helping hand; of course we must take 

our share of responsibility. That goes ld th leader~. But there is 
certa~ a point beyond which we should not strain our economy -- in 
the interest of ourselves or anyone else. We mwst follow policies 
which in the long run will be to our interests. That's why I think 
this question of world economic development is so important • . It is 
a means by which undeveloped countries can learn to stand on their 
own feet. And the United States, the greatest industrial count ry in 
the world, will increasing~ need the raw materials and the markets 
which development brings. As an American, I 8Jll interested in world 
economic development because it is in the best interests of America. 

*** 
"Economic development" is all too dull a name for this movement which is 

beginning to make headway in underdeveloped countries. But the 
tangible tacts ot the matter are not dull to the people ot these 
countries. Let me assure you that a new electric power dam, a new 
railroad, or an irrigation ditch which can make a desert bloan -
these are as exciting to people in many parts of the world as a 
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presidential election is to us. You in Texas knoW what I mean ••• 
by "development." You shouldl It's making the most of your 
resources; it's the drive that brings you a better material life. 
It also brings more: seli'•confidence, individual initiative, solid 
accomplishment. That is what is beginning to happen in some of 
these undeveloped countries. 

*** 
The World Bank is just what. it sounds like. It is a bank: and its 

stockholders are S4 different nations. Like any bank, its principal 
job is to make loans. We also give our mariber countries many 
different kinds of technical advice and assistance, because it is 
just as important to know how to use money effectively, as to get 
money in the first place. Let me make one thing about the World 
Bank clear -- and this au-prises many people: The Bank makes net 
earnings . It is an international organization, but it is unique 
among such organizations in that it operates at a profit. The Bank 
operates under its own steam. It pays its own way. Originally the 
u. s. Government, like all menber governments, subscribed to the 
Bank's capital stock. But the Bank is not now dependent on any 
appropriations from any government. We do !!5?! operate on taxpayers 
money. 

*** 
The best way to tell you about how the Bank stimulates economic development 

is to look at four typical World Bank loans and see 'What they are 
doing -- one, a loan to assist agriculture, another transportation, 
another electric power, and the fourth to assist a country• e broad 
development program. (Mr. Garner described loans to Pakistan, 
Colombia, India, and the Belgian Congo .. ) 

*** 
I have chosen these four loans as examples of what we are doing, by and large, 

throughout the world. So far we have loaned a total of about $1-1/2 
billion -- for s:>me 2$0 projects and programs located on s:1.x continents. 

*** 
The equipment lbich our loans are financing comes from manufacturers in 

many different countries. Most of it canes fran the United States. 
You will be interested to know what equipment has come frarn Texas. 
Manufacturers in Texas have supplied such key equipment as, penstocks 
and steam pipes for power plants; fir poles for power transmission 
lines; trucks, tractors, and a variety of parts for aircraft~ Right 
here in the city of Dallas,· businesses have supplied: structural 
steel arri splitting ·saws !or heavy construction; rings, pistons and 
machine tools for indus~. Texas manufacturers have filled orders 
totaling more than $2 million for equipment financed under World 
Bank loans. 

*** 
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Possib~ another step would be to make loans to a larger unit than an 
individual country. Of course nobody can foresee the details at 
this stage. But I am thinking of a new ld.nd of international 
authority such as the one being set up in Europe under the Shwnann 
Plan. This may open opportunities for making sound loans which would 
increase coal and steel production of a continent. 

*** 
Because of the great importance of getting private capital moving into 

development channels, we were asked by the Rockefeller Committee to 
work up a plan for a new body to encourage private investment. It• s 
lmown as the International Finance Corporation. It would participate 
with private investors in equity financing and in making loans to 
private companies abroad without it being necessary for the foreign 
government to guarantee the loan. This proposed International Finance 
Corporation would succeed or fail according to the degree of support 
it received from private investors. Its whole purpose would be to 
give them what th~ want -- more confidence in investing in develop. 
ment projects. Before making further proposals, we are getting their 
reactions. 

*** 
I want to close on this thought: The World Bank is only one instrument to 

encourage world economic development. It is giving, I think, concrete 
assistance - something you can put your finger on. But the main job 
must be done by the undeveloped countries themselves. By their own 
sweat and by their own enthusiasm and vision. We are trying to help 
them in a way which builds riot only dams or railroads; b11t which builds 
also, and mainly, self-reliance and the strength to be tree. 

*** 
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Introduction 
Point Four is a program of action in support of the foreign economic 

policy of the United States. 
It is a two-pronged attack upon economic and social stagnation in the 

less developed countries of the free world. 
It seeks, through direct governmental action, to help the peoples of 

those countries acquire the technical skills they need to improve standards 
of public health and education, increase productivity, and utilize to the 
full their own human and material resources. 

At the same time, it seeks, through the investment of private capital 
in those countries, to broaden the groundwork of industrial development 
so vital to solid economic growth and stability. 

It was this latter facet of the Point Four idea that gave rise to the Pa
cific Coast Conference on Private Investment in International Development. 

The Conference grew out of an invitation extended to the International 
Development Advisory Board by leading San Francisco business and civic 
organizations interested in the investment phase of the Point Four Pro
gram. These organizations, headed by the San Francisco Chamber of 
Commerce, sponsored the Conference in cooperation with the Advisory 
Board, the Technical Cooperation Administration of the Department of 
State, and the United States Department of Commerce. 

The purpose of the Conference was to bring together three groups of 
people who look at the matter of American investment abroad from some
what different points of view: the businessman interested in opportunities 
for productive investment in foreign lands ; spokesmen for other countries 
which are receptive to American capital; and representatives of the United 
States Government who deal, directly or indirectly, with foreign investment 
in the framework of Point Four. 

The meeting was exploratory. It adopted no resolutions, made no 
specific recommendations. But it did bring out significant points bearing 
on the attitudes of potential investors, foreign governments, and the Gov
ernment of the United States. Several useful suggestions were made for 
stimulating a greater volume of American investment abroad. Several 
such suggestions are already being tried. 

Perhaps the most important result of the Conference, however, was 
the fact that, when it was over, there was a sizable body of evidence that 
members of the business community of the West Coast understood Point 
Four far better and were able to perceive the implications of the Program 
for themselves far more clearly than when the Conference began. 



General Summary 
The most significant feature of the Conference 

was the way in which the idea of partnership 
emerged as its central theme. The fact that this 
idea came into prominence through a process of 
free-for-all discussion was evidence both of the 
wholesome spontaneity that characterized the 
meetings and the fundamental importance of the 
idea itself. Neither in the statement issued in 
advance of the meetings nor in the published pro
gram did the word "partnership" appear. Yet 
those in attendance agreed, when the sessions were 
over, that the proceedings were appropriately 
summarized by the San Francisco Chronicle under 
the headline "Point Four Program and the Part
nership Approach-U.S. Capital Must Recognize 
National Sentiments." 

In his summation of the discussions, the General 
Chairman of the Conference, Charles L. Wheeler, 
of the International Development Advisory Board, 
said: "United States investors recognize that na
tional sentiments must be taken into account. 
American capital is prepared to accept the part
nership approach." 

The word "partnership" was used by some 

.. 

Jeakers with reference to all joint efforts to im
ove conditions in economically less developed 
untries. It was pointed out that, even in cases 

where the United States contributed the assist-
ance of technicians and made grants-in-aid for 
equipment to support their work, the emphasis is 
on self-help; and the countries concerned, in ac
cordance with this principle, are always expected 
to put more into the program themselves than they 
receive from us. In a more limited sense-its 
legal sense-the word "partnership" also occurred 
time and again when the employment of United 
States capital in business enterprises abroad was 
under discussion. With every shade of meaning 
between the broadest and the narrowest, the key 
word "partnership" kept constantly recurring. 

In spite of this agreement on the approach that 
should be taken in the promotion of international 
development, there was no attempt by any of the 
speakers to disguise the fact that in putting the 
partnership principle into actual operation there 
were many practical difficulties to be overcome. 

In opening the Conference, Eric Johnston, 
Chairman of the International Development Ad
visory Board, stressed the fact that its purpose 
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was not to enumerate or lament these difficulties 
but to draw from the experience of those taking 
part ideas that would point the way to positive 
methods of dealing with them. It was not intended 
that this Conference, the first of a series planned 
by the International Development Advisory Board, 
should result in the acceptance of any agreed con
clusions, or the formulation of any specific recom
mendations, but rather that it should serve as a 
forum for the presentation of constructive sugges
tions and the consideration of them from different 
points of view. 

The great increases in material production and 
in general welfare wqich could be expected to result 
from the use in the developing countries of more 
advanced techniques and more capital were taken 
for granted. No doubts were raised by any of the 
speakers about the possibilities which exist for 
enormous gains to be made along these lines. The 
basic question to which the Conference addressed 
itself was : How can mutually satisfactory ar
rangements be worked out for the attainment and 
the sharing of the potential benefits? 

It was recognized that the people of this country 
have a very real interest in the improvement of 
conditions in other areas. This was seen to arise 
not only from good will we feel towards those at 
present less well off than ourselves but also from a 
recognition of our interdependence with all other 
countries of the free world in meeting the challenge 
of communism. We wish to see the democratic 
social system prove, as quickly as possible, its all
around superiority. We recognize the part which 
the growing economic strength of the free world 
can play in deterring not only the spread of Com
munist ideology but actual aggression. 

Various speakers stressed, in addition, the 
increasing dependence of the United States on 
imported raw materials. These were accepted as 
obvious reasons why, quite aside from direct re
turns in the form of profits, it must be part of our 
national policy to help other countries in their 
efforts to improve their economic status. 

Just back from an extended tour of 29 of the 
33 Point Four nations of the world, Stanley An
drews, Technical Cooperation Administration Ad
ministrator, said the results of American efforts 
thus far in these countries were encouraging in 
spite of a "not too rosy" picture from the stand-
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point · of "growing nationalism" and currency 
troubles in many countries. In Bolivia, he said, 
the Export-Import Bank has facilitated the in
vestment of 28 million dollars for a highway 
which will open up an area "as big as Texas" and 
that many opportunities for private investment 
exist there. In Peru, he reported, scientists are 
successfully battling jungle country for develop
ment of agricultural land, and in Burma engineers 
are now surveying the possibilities for large proj
ects ranging all the way from paper making (from 
bamboo) to mining. 

"In all these countries," Mr. Andrews concluded, 
"we are approaching, and must continue to ap
proach, the people in a spirit of wanting to work 
with them and to stick with them. That spirit will 
bring great returns for American investment and 
be a good thing for the world." 

The technical-assistance program as it is being 
carried on in the fields of agriculture, sanitation, 
and education met with general approval, but in 
regard to the methods it would be best to employ 
in pushing forward other phases of the program, 
wide differences of opinion were frankly ex
pressed. These differences related mainly to the 
roles which speakers were inclined to assign to 
private business, to national governments, and to 
international agencies. The fact was squarely 
faced that the same basic problems which arise in
ternally in any one country with regard to the divi
sion of economic returns between capital and labor 
and with regard to government participation in 
economic affairs were naturally present in an ag
gravated form when the capital and enterprise 
involved come from abroad into a country whose 
background of experience and whose present cir
cumstances are markedly different from our own. 

Speakers from Colombia were able to point out 
that their country and a number of others had 
enough confidence in the benefits they would get 
from free enterprise and from foreign capital to 
leave the door to investment wide open. It was 
agreed that the situations in these countries could 
be looked on as enlightening and encouraging 
examples, but no pretense was made that they 
were typical. 

Cipriano Restrepo-Jaramillo, Colombian Am
bassador to the United States, said foreign capital 
could be invested in his country with the under
standing that it had the right to make a profit "by 
working for and with the country." He empha
sized his nation did not want grants. Martin del 
Corral, president of the Bank of Bogota, said pri
vate initiative and management were essential to 
the future of his nation. 

Mario A. Mera, president of APICUE ( the 
Uruguayan-American Chamber of Commerce, 
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Montevideo), told the Conference that Uruguay 
has no income tax and promised "fair and prompt" 
payment in the event of nationalization of foreign 
holdings. 

Antonio Carillo Flores, General Director 
Nacional Financiera, of Mexico, said: "Foreign 
capital will receive a fair 'deal when it obeys the 
laws of our country." He stipulated that a condi
tion of dollar investments in Mexico would require 
it to compete with domestic capital. Flores ob
served that he did not think American capital was 
very anxious to go to Mexico unless it received 
special treatment. 

Recognition was given in the discussions to two 
facts of particular significance in their effects on 
the international movement of capital: first, that 
strong feelings exist in most of the developing 
countries favoring the control of economic enter
prises by their own nationals, the use of their nat
ural resources for the development of domestic 
industries, and the fostering of other industries 
capable of supplying goods previously imported 
from abroad; second, that, in these countries, gov
ernments tend to go further than our own in the 
direct operation of economic enterprises (partic
ularly those concerned with the provision of trans
portation and power) and in the regulation of busi
ness activity generally, while doing less to provide 
the stable framework of laws and institutions 
which would enable private enterprises to function 
most effectively. 

Some business spokesmen seemed to be co: 
vinced that the best results would be obtained ; 
the end if the underdeveloped areas were simpA 
allowed to discover through experience how mucP' 
they would gain by making conditions attractive 
for foreign capital. More of them, however, were 
of the opinion that the process could be helpfully 
speeded up by the adoption of a firmer position on 
the matter by the State Department. 

A substantial number felt that the practice of 
giving Government loans and grants to foreign 
countries lessened their dependence on private 
capital and thus encouraged them to maintain a 
more uncompromising attitude than it would be 
possible for them to take without such aid. On the 
other side of the argument, it was pointed out that, 
in the postwar period, the needs of certain coun
tries for resources in excess of what they were 
able to produce for themselves or finance in ordi
nary ways were so pressing that emergency meas
ures were called for. Note was also made of the 
fact that in some of the less developed areas prog
ress might be found to depend on the availability 
of capital for such basic purposes as the building 
of roads, and yet no possibility might exist of their 



obtaining the necessary funds on a commercial 
basis. 

The consensus clearly was that, although Gov
,rnment assistance might still have to be provided 
n certain exceptional cases, the largest possible 

proportion of the capital moving abroad from now 
on should come from private sources. 

Against this background analysis of the over-all 
problems, it became clear that the fl.ow of capital to 
foreign countries in the immediate future would 
depend to a large extent on the effectiveness of the 
machinery available to mobilize private invest
ment resources for this purpose and to facilitate 
their movement abroad. It was a business repre
sentative who called attention to the fact that our 
direct foreign investments are mainly of two 
types: (1) in oil and in other extractive industries; 
(2) in plants set up to make products for which 
markets had been previously developed through 
our export trade. Reference was also made to the 
way in which the International Bank for Recon
struction and Development was able to raise pri
vate capital by the sale of its bonds in this country 
and to make use of the funds thus collected in help
ing to finance railroads and public works in areas 
where a sound business basis for such develop
ments existed. 

Robert L. Garner, Vice President, International 
Bank for Reconstruction and Development, em
phasized· that such loans are made to accomplish 
"only the minimum" required to pave the way 
for future investments by private capital. He said 

a power and transportation, the two chief fields in 
W which loans are made, are such huge projects that 

I usually private enterprise cannot handle them. 
. In these cases, he said, governmental loans fill the 

gap. 
Albert J . Redway, Chief, Private Capital Par

ticipation Division, Export-Import Bank of Wash
ington, added that the first question always asked 
by the Export-Import Bank is : Can the money 
be obtained from private sources? If not, then 
the Bank steps in. "The Bank's function," he said, 
"is completely in your [businessmen's] interest 

. to help in situations where you cannot 
proceed." 

Further discussion revealed the disturbing fact 
that capital needed by developing countries in 
other sectors of their economies was much more 
difficult to obtain. Lack of information on the 
part of United St;ates investors about the oppor
tunities to put their capital to work in these coun
tries with advantage to themselves was recognized 
to be one of the basic reasons for this. Business
men on the spot were urged to assist in appraising 

and making known the possibilities for profitable 
investments in lines other than their own, and 
individuals or groups traveling abroad were urged 
to make their visits long enough to provide a basis 
for similar judgments. Attention was also called 
to the large amount of information on tap in the 
Department of Commerce, which could be used 
to good advantage by prospective investors. 

Several speakers urged that as an incentive to 
foreign investment United States taxes on the 
earnings from them should be reduced or removed. 
In this connection L. Laszlo Ecker-Racz, Director 
of the Tax Advisory Staff of the U.S. Treasury 
Department, said his agency is currently "pushing 
ten or twelve tax treaties, some of which have been 
in negotiation for years," which, if consummated, 
would create a more favorable tax climate. As for 
domestic legislation in this matter, he pointed to 
certain tax exemptions which have recently been 
made for technicians who go abroad to work. He 
also said there is now under consideration by the 
Congress legislation designed to extend to corpora
tions a taxation rule which heretofore has been 
applied only to subsidiaries, i. e., earnings abroad 
shall not be taxed until they are brought back to the 
United States. 

Some of those attending the Conference were 
optimistic about the likelihood of the problems 
being solved by efforts to stimulate individual in
terest and initiative in these ways. Others argued 
that these efforts could not be expected to accom
plish what is needed without some further develop
ment of the institutional machinery for handling 
international capital movements. Particularly 
urgent, in the opinion of many, is the establishment 
of an International Finance Corpor~tjon of the 
type proposed in the report of the International 
Development Advisory Board, entitled Partners in 
Progress, and subsequently recommended by the 
United Nations. 

In his summation at the close of the Conference, 
Mr. Wheeler stressed the following points: 

1. United States capital is moving in substantial 
quantities to areas where conditions are favorable. 

2. The experience of American firms abroad in 
developing competence of local staffs is highly 
encouraging. 

3. American investors are recognizing the value 
of first-hand acquaintance with conditions in lands 
where they might invest. Visits should be long 
enough and should be taken seriously enough to 
provide a firm g·rasp of relevant facts. 

4. As grants-in-aid end, a greatly increased fl.ow 
of investment capital is needed to provide dollar 
purchasing power abroad to avoid a sharp fall in 
trade. 
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5. The imported raw materials need of the 
United States is great and increasing, making 
more critical the need for investment abroad to 
turn the supply of raw materials toward the 
domestic industrial machine. 

6 

6. Present United States tax policy on business 
earnings from abroad affords no real incentive to 
foreign investment. Further concessions ( exemp
tions) might represent less public cost than Gov
ernment loans or grants. 
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Excerpts From the Principal Speeches 
Opening Address by Eric Johnston 
Chairman, International Development Advisory 
Board 

You represent the social force that built 
America-the creative power of American free 
enterprise that made possible the American 
achievement. That force, with its vast resources 
of experience, capital, and skill, must now be put 
to work to help give economic strength and vitality 
to the community of free peoples who share our 
belief in the dignity of man. 

We know that communism thrives on misery. 
But it starves on progress. We must starve it to 
death in every corner of the still free world. 

Many people seem to regard the Point Four 
Program as another "Government give-away," or 
as an adventure in "global do-gooding." Somehow 
the idea has got about that it is an expensive sys
tem of generous handouts to indigent nations, from 
whom we may expect nothing in return but re
crimination and dislike. But Point Four is none 
)f these things, I assure you. Indeed, I think it is 
tnaccurate even to consider it a Government pro-

A gram, for it is considerably more than merely that. 
W Point Four, it seems to me, is an idea as big and 

as broad as American life itself. It is the idea 
that the people of the United States, through their 
own democratic institutions, private as well as 
public, can help the less advanced nations of the 
free world to develop their human and material 
resources as we have developed ours. 

Point Four, as spelled out by Congress in the 
Act for International Development, clearly recog
nizes the traditional spheres of activity reserved 
in our system for public and private initiative. 
Government activities under the act have been di- · 
rected primarily toward the job of helping under
developed peoples to increase their production of 
food and to improve their levels of education and 
public health. These certainly are legitimate func
tions for Government, in line with our basic con
ception of the respective spheres of public and 
private action. 

And, also in line with that conception, Point 
Four relies upon the initiative and imagination of 
private capital for the enormous task of industrial 
and commercial development which must be accom-

plished before the underdeveloped nations can be 
said to have achieved a solid base of economic and 
social stability. It does this wisely, in my opinion, 
because, in the long run, only the continuous flow 
of private investment capital into sound and pro
ductive undertakings in these countries--under
takings profitable to the country itself as well as 
to the investor-can do the job that must be done. 

Our purpose at this meeting is to examine the 
part of private capital in the performance of that 
task. First of all, I suggest that we assume that 
we all know about the obstacles to a larger flow of 
investment capital to the underdeveloped areas. 
I hope that we will concern ourselves this after
noon and tomorrow with the problem of finding 
out how to break these barriers down, or surmount 
them, or get around them in one way or another. 
Let us start out with the attitude that nothing is 
impossible. The situation calls for imagination 
and resourcefulness. 

Second, I propose the empirical approach. We 
are after practical, workable solutions. I believe 
we shall find many of them in the experience of 
hundreds of investors who have found it possible 
and profitable, despite the obstacles, to establish 
successful operations in many countries of the free 
world. 

Third, I would suggest that we regard the United 
States Government as a willing partner in the 
search for ways and means of facilitating foreign 
investment. It is the policy of the Government, 
clearly expressed in the Act for International 
Development, to encourage private enterprise to 
invest in the underdeveloped countries; and I can 
assure you that the agencies of Government con
cerned are eager to provide every measure of 
encouragement within their power. 

Finally, with respect to our discussions at this 
Conference, I hope we will undertake to learn and 
understand the point of view of some of the coun
tries whose development means so much to the 
security and prosperity of the free world. From 
those countries, at our invitation, have come repre
sentatives of government and of business to discuss 
with you the nature of their own problems and the 
opportunities open to American capital. 

One can only hazard a guess at the amount of 
private capital we might reasonably expect to send 
abroad annually. As a possible yardstick, how-
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ever, we might consider the fact that Great Brit
ain, at the height of her world economic power, 
sent as much as 21;'2 percent of her national income 
into foreign investment. Two percent of our own 
national income today would exceed 5 billion 
dollars, but even such an optimist as I would 
scarcely hope that the total will reach that figure. 
But it would seem to be apparent that American 
industry should be able to put a far larger stake 
into the industrial development of the less ad
vanced countries of the world than it is now 
investing. 

The opportunities are abundant. The profit 
potential is good. In many of these countries, such 
as India, Pakistan, and Colombia, for example, the 
climate for foreign investment is good or steadily 
improving as the result of deliberate efforts to 
attract development capital from abroad. Even 
where the climate is reported to be less favorable, 
American concerns appear to be operating success
fully. 

I am convinced that we are on the threshold of 
an era of industrial statesmanship that will see 
American enterprise at work throughout the world 
in new patterns of cooperation with the capital of 
other nations. Those patterns are already begin
ning to emerge from the experience of imaginative 
and constructive American industrialists who have 
found that partnership with the enterprise of other 
lands produces not only profits but friends. And 
in a politically bipolar world, the friendship and 
confidence that grows from working and building 
together for mutual benefit and the common good 
is more important to us than ever before. It can 
be the strongest of the nails that holds the struc
ture of the free world together. 

One of the realities of our time pertains directly 
and immediately to the future of American indus
try itself. It seems to me to remove the whole 
question of foreign investment from the realm of 
the desirable into the realm of the essential. That 
reality is our growing dependence upon foreign 
sources for the supply of raw materials essential 
to the continued expansion of our own economy. 

It now requires something like 21;'2 billion tom1 
of raw materials to feed the gigantic maw of our 
industrial machine, according to the [Paley] Re
port.1 By 1975 it probably will take double that 
amount. Technology, conservation, and develop~ 
ment of new domestic sources will help to keep 
pace with this enormous growing appetite, but 
they will not be enough. The sober fact is that 
we must seek abroad for an ever-increasing pro
portion of the essential ingredients of our indus-

• This five-volume report, Resources /or Freedom, was 
made in 1952 by the President's Materials Policy Com
mission, of which William S. Paley is Chairman. 
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trial production. Our ability to maintain the level 
of our own economy depends on how successfully 
we are able to find and develop new sources of raw 
materials supply. In other words, gentlemen, thr 
chips are down. If there is a question of incen 
tive, it can no longer be phrased solely in terms or 
the obligations of world leadership or of moral 
responsibility for the less fortunate peoples of 
other lands. Our own economic self-interest has 
become inextricably bound up with theirs. 

Let me try to sum up the situation as I see it: 
In the free world there are a billion people just 

emerging from centuries of social lethargy. They 
are the people of the ancient lands of Asia, Africa, 
and the Middle East, whose aspirations for a better 
life have produced the cataclysmic social upheavals 
which rock those regions of the world today. They 
are the people, also, of the young lands of Latin 
America, sensitive of their independence and eager 
for growth. 

These billion people want a greater share of the 
fruits of progress and enlightenment in the modern 
world, and we have the capacity to help them get 
it. They, in turn, have the capacity to help us. 
They own the sources of raw materials supply on 
which our industrial economy increasingly de
pends. More than that, they are a vast potential 
market for the produce of our industry. 

What we do to help them will determine their 
ability to help us; how we go about it will deter
mine their willingness. We must consider their 
interests on an equal basis with our own, in a re
lationship of partnership and mutuality. The~ 
can be our friends ; today they look to us for leader
ship and aid in the enormous tasks confronting 
them. If we fail them, they may turn tomorrow 
to our enemies. 

That brings me to the point I made when I began. 
Whether we fail them depends upon the willing
ness of American private enterprise to turn the 
key of economic development and progress for 
these lands. If we fail them, we shall have also 
failed ourselves. 

Progress Report on Point Four 
by Stanley Andrews, Administrator, 
Technical Cooperation Administration 

In many sections of the world where the people 
do not have our tradition of mercantilism and capi
talism, they are hesitant to invest in their own pro
duction, rather than in trade and barter, the things 
they have been accustomed to. 

We must help them to overcome that hesitancy. 
I feel that private capital should be prepared to 



do 90 percent of the job. This will get things 
started. Let me off er some examples : 

The General Shoe Company of Nashville, Tenn., 
roent into Israel with equipment. The Israeli Gov-

~nment provided land and buildings and owns 51 
vercent. The regular monthly wage is $160, but on 
a piecework basis some of the 230 employees earn 
up to $300 a month. And with just one American 
in charge, the employees, many of whom spoke 
different languages, came in 6 months' time to 
within 4 percent of the normal United States rate 
of shoe production. 

The Technical Cooperation Administration has 
about 1,350 in 35 countries helping local people in 
agriculture, health, education, transport, and other 
fields. This work is making real progress. 

But there is a growing, aggressive nationalism 
sweeping these countries, and there are currency 
troubles because the people are trying to go too far 
too fast. 

We have got to work with the people as partners, 
and I think the countries themselves are going to 
determine the conditions. With a little patience 
and diligence, we can really go to town. 

In Bolivia the Export-Import Bank has lent 20 
million dollars for a highway that will open up an 
area as big as Texas. It has never been developed 
before. In Burma an American engineering firm 
is working with Burmese to develop manufactur
ing projects, such as paper from bamboo. 

An example of how Point Four agricultural 
~xperimentation leads to commercial and indus-

tlJrial activity is the Kenaf project in Cuba. The 
Point Four technical missions there are hard
pressed to keep up with the industrial interest in 
the fiber. 

Kenaf is being developed as a substitute for jute 
fiber which is produced in the Far East. 
. At present the chief difficulties in producing 
Kenaf are insect and disease threats to the plant 
and the high cost of extracting the fiber. Both of 
these problems are being solved. A disease-resist
ant strain has been developed. One company alone 
is investing $500,000 in a mechanical process for 
extracting the fiber. 

In Cuba, particularly, the heartening fact is that 
both local and foreign capital is being employed 
in cooperation. A pattern of contracting for 
the raw material from small farmers is also 
developing. 

In sum, Point Four will accomplish very little 
without the aid of private capital and especially 
the employment of local capital in the area being 
developed; 

Here's How It Looks to Us 
by J. L. Camp, Assistant Director of Foreign Oper
ations, International Harvester Company 

The large corporations and banks which have 
been operating foreign branches and affiliates for 
many years have become accustomed to the numer
ous problems that constantly arise in connection 
with business in one country or another. Such 
problems include shortage of dollar exchange, laws 
controlling dividend remittances, social legislation 
adversely affecting profits, ultranationalistic meas
ures designed to discourage foreign investment 
and in some cases even expropriation. 

Companies like International Harvester en
deavor to analyze carefully every known factor 
before approaching new projects. Even if such 
preliminary investigations indicate that the in
vestment abroad would be attractive, we must al
ways remember there is a great element of calcu
lated risk involved. 

Far be it from me to say that these obstacles 
are not terrifically discouraging, but the point I 
would like to make is that the seasoned export exec
utive, who supervises numerous operations around 
the world, does not permit them to obscure his 
vision of the over-all possibilities that foreign in
vestments off er, both in increased sales volume and 
attractive profits. 

We would certainly welcome a better investment 
climate in many countries. We would also wel
come any accomplishments that might be made by 
governments, including our own, toward lifting 
the ever-increasing restrictions on world trade and 
profitable international operations. The manage
ment of International Harvester is dedicated to 
keeping our company international, as its name 
implies. 

Like most similar companies, our foreign invest
ments originated with the shipping abroad of prod
ucts manufactured in the United States. If goods 
manufactured in the United States could be· mar
keted through distributors . . . ; such an arrange
ment has always been considered most desirable. 
However, in many countries there have been times 
when it was impossible to contract with local firms 
having enough capital, organization, and know
how to get the proper market participation. Con
fronted with a situation of this kind, it has been 
customary to begin studies on whether an affiliate 
should be organized for the purpose of marketing 
Harvester products. If the management decided 
to make the investment, the necessary money has 
been made available, together with American ex
perts in different phases of the business, such as 
accounting, sales, service, and spare parts. 
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The bulk of the organization has been hired in 
the foreign country, and this, as you can imagine, 
immediately has presented the problem of training 
new personnel, most of whom possibly have had 
no previous experience whatsoever with our goods, 
policies, or procedures. 

It might interest you to know that without ex
ception we have been successful in building or
ganizations abroad just as loyal, hard working, 
and efficient as we have in the United States. The 
American know-how is not difficult to teach, and 
we have found that within a few years after the 
formation of the affiliate, local nationals are able 
to take over many of the key positions, permitting 
the return to the United States or transfer to other 
affiliates of some of the American managerial staff 
originally sent to get the business established. 

Very often within a few years after the forma
tion of a marketing affiliate, it is found that there 
are numerous reasons for expanding the operation 
into local manufacture and/or local purchase. 
These factors include embargoes against import
ing certain types of American products, high cus
toms duties, shortage of dollar exchange, local 
availability of cheap raw material and labor, and, 
possibly the most important of all, local demand 
for sufficient quantities of particular and spe
cialized machines to make their manufacture 
profitable. 

When we build a factory the same procedure is 
followed as in setting up a marketing operation. 
A few American engineers, cost accountants, and 
manufacturing experts build an organization from 
scratch, although most of these Americans even
tually are replaced by people they have trained. 
Today Harvester owns foreign factories in France, 
England, Germany, Sweden, Canada, Mexico, Bra
zil, and Australia and also owns sales affiliates in 
19 foreign countries. We feel that these affiliates 
have served to raise the standard of living and 
improve the economies in each of the countries in 
which they operate. 

A few years ago we built a small implement 
plant at Saltillo, Mexico. This little city of 60,000 
people previous to that time had never had any 
industry comparable to our factory. The buildings 
were designed with all the modern conveniences. 
Floors were covered with hard wood blocks for the 
comfort of the laborers, and light and air were 
given special attention. Lavatories, locker rooms, 
and hot showers were of the latest American 
design. Now please bear in mind that practically 
none of these conveniences was required by law, 
but our management feels that we should be at the 
head of the parade in these things instead of just 
doing no more than is required by local standards. 
The happiness and productiveness of the labor at 
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Saltillo has adequately compensated the Mexican 
affiliate for the extra expense. 

The plant produces principally small horse
drawn tools, which are no longer required bv 
farmers in the United States. A steel walkin 
plow, however, to a small Mexican farmer is ... 
great technological improvement over the wooden 
contraption which he was using previously. There 
is no doubt in our minds but what the standard of 
living in Saltillo has improved, that Mexican agri
culture has benefited, and that the entire economy 
of the country is better for our having built Saltillo 
works. 

Our foreign investment, we believe, also in
cludes the men we have sent abroad to train farm
ers in modern agricultural methods and in the 
proper use and maintenance of the machinery. 
Such men are located not only in the countries 
where there are affiliates but also in many of those 
where the marketing is done by distributors. 

You might be interested to know that all Har
vester men abroad are instructed to cooperate 
closely with the people of the Technical Coopera
tion Administration, the Mutual Security Agency, 
American embassies, and any other individuals 
or entities whose mission is to improve the stand
ard of living and the economies of underde
veloped nations. In some instances International 
Harvester has even gone beyond what would nor
mally be considered as services directly connected 
with the sale of the products we manufacture. For 
example, before the Communists took over China 
we financed the establishment of four chairs o1 
agricultural engineering at the University ofa 
Nanking and sent outstanding American profes-W 
sors there to fill the positions. At the same time 
25 scholarships were financed for young Chinese 
agricultural engineers to study in the United 
States. 

A couple of years ago the agricultural specialist 
from our Australian company spent several 
months in the Philippines, helping the Agriculture 
Department lay out and ·organize a large rice
growing project. A few months ago we did a 
similar job in Indonesia, where the problem was 
that of developing new land in Sumatra to which 
some of the overcrowded people of Java could be 
moved. In the last couple of months one of our 
agricultural specialists has been working with the 
local government of one of the more underdevel
oped countries on erosion control and reclamation 
of land heretofore impossible to cultivate. We 
consider all of these to be foreign investments. 

It seems to me that one of the prime objectives 
of organizations like the International Develop
ment Advisory Board, foreign trade groups, for
eign governments, and those agencies of the U.S. 
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Government interested in stimulating additional 
investment abroad is to carry out an extensive 
educational campaign on the true opportunitie8 
which exist for American investors in oversea8 
developments. 

I personally have never believed that the proper 
approach is for the American Government to 
guarantee private capital against expropriation or 
other losses abroad. In the first place, from some 
experiments in that direction, it appears doubtful 
that such a guarantee would result in much foreign 
investment. Secondly, that policy tends to break 
down all the work which we are doing in selling 
the world on the benefits of competition and free 
enterprise. 

I do not remember attending a single foreign 
business meeting during the past few years at 
which the phrase "favorable investment climate" 
was not repeated by several of those present. 
However, one does wonder whether American Gov
ernment representatives abroad and those in this 
country who deal with foreign missions have done 
everything possible to convince the representatives 
of governments interested in obtaining private 
American money that a favorable investment cli
mate is of prime importance. Possibly some of 
our own Government people are not themselves 
sold on the idea. The reason I make this state
ment is because progress in the desired direction 
seems to be much slower than should be expected 
if everyone concerned thoroughly understood the 
facts. 

Latin America Today as a Field for 
Investment 
by John Abbink, Investment Counselor, 
Drumm and Abbink 

The President's Materials Policy Commission 
pointed out in June of this year that currently 
something over one-third the value of the part of 
our gross national product made of metal repre
sents imported minerals. By 1975, the Commis
sion experts estimated, the figure would rise to 55 
percent, more than half, due to depletion of sub
soil resources in the United States. 

The report poses a serious problem with which 
industry and government in this country will have 
to deal over the next few years. The expansion of 
our economy requires raw materials and especially 
minerals in abundance. They can be supplied from 
natural sources; or substitutes for them must be 
found. Latin America has many of the minerals 

our industrial machine requires. The question is: 
Does Latin America wish to make them available 
on a basis that the people of the United States will 
consider equitable? Or will the decision be that 
the development of substitutes and synthetics in 
our research institutions is more likely to cost less 
in the long run? 

Latin America has ambitious plans for develop
ment, but the word "development" has a different 
connotation there than it does in this country. In 
Latin America development means not so much the 
provision of raw materials for export but complete 
local fabrication of the articles people use and wear 
and eat that are made of these raw materials. For 
instance, availability of imported finished copper 
products at many times the price paid per pound 
for the partially refined raw metal exported from 
Chilean mines makes no appeal to the "Chileno." 

These two aspects of the principal economic 
problem in the Western Hemisphere-need for 
raw materials in the North and desire for develop
ment in the South-seem superficially to be easy of 
solution. Actually they are not, because they are 
more dissimilar than they appear to be. 

Extraction of raw materials requires great 
amounts of capital for expensive equipment, con
centrated in large units often established in remote 
areas and not easily movable. The proportion of 
wages to total value in the resultant product is 
usually small and the economic benefit to the host 
country hard to demonstrate. Fabrication of 
these raw materials, on the other hand, demands 
relatively smaller amounts of capital to provide 
machinery that can usually be moved, employs 
more workers per unit of output, and produces 
articles that go directly into the market place, thus 
providing tangible evidence of local benefit. 

Just as there are· essential differences between 
the products of extractive and fabricating indus
tries in Latin America, so are their problems 
varied. The chief danger to the raw-materials 
producer has always been and still remains that 
of expropriation, or its more subtle twin, confisca
tion, which results from deliberate or short-sighted 
regulation and is often the fate of public-utility 
enterprises. The announcement by the Peron
inspired Paz Estenssoro, usurper of the presidency 
in Bolivia, that the tin-mining industry is to be 
seized by October 1 awakens grim recollections of 
the oil controversy in Mexico 15 years ago and 
must discourage every friend of Latin America in 
this country. It suggests that Bolivia will cut as 
little figure in world tin production in the future as 
Mexico now does in supplying petroleum, despite 
the brash agreement by an Argentine group to 
erect a tin smelter in La Paz. Argentina at present 
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possesses neither the capital nor the technical skills 
to make good on this offer extended, I am sure, to 
complicate a settlement of the controversy. 

The recent threat by Chile to embargo shipments 
of raw copper unless a larger proportion was set 
aside for sale by the Chilean Government in "free 
world markets," which is a euphemism for the 
world black market that has existed for some years 
in this commodity, is another instance of the threat 
to raw-materials producers in Latin America. 

For several years now my associate and I have 
been urging United States interests which have 
huge investments in Latin America in operations 
of this type to recognize their vulnerability and to 
do something positive about it themselves, rather 
than to rely negatively on diplomatic intercession, 
which has proven ineffective. One such plan is the 
use of smelter gasses for the production of f erti
lizer, badly needed everywhere in Latin America. 
Another is the encouragement of local capital to 
join in, and eventually to own completely, an enter
prise to fabricate copper products, not only to sair 
isfy the demands in the producing country but for 
export to neighboring countries. Still another is 
an off er to make engineers and technicians from 
their local operating staffs available at stated 
intervals, say once a week, for consultation with 
and advice to local entrepreneurs and small busi
ness establishments which have difficulty in obtain
ing this type of help. A mechanical engineer or 
chemist in an oil company in Venezuela, for in
stance, could be of great help in solving simple 
problems in neighborhood plants too small to be 
able to afford the fees consulting engineers must 
charge. 

Several of these suggestions are now being 
implemented. Had they beetl in effect from the 
very inception of these extractive ventures in Latin 
America, political opportunists would have a much 
more difficult time in promoting expropriation or 
confiscation. Their cost is a fraction of the 
amounts investors must spend to protect their 
interests once the threat to expropriate becomes 
reality. They aid in promoting an atmosphere of 
community cooperation and help to dispel subver
sive charges of completely selfish depletion of local 
resources. 

Problems of investors in the kind of develop
ment Latin America wants are of a different nature 
entirely. In a report prepared last year by the 
National Industrial Conference Board, Inc., for 
the President's Committee for Financing Foreign 
Trade and based on replies from interests both 
large and small comprising about 55 percent of 
total investment in Latin America in this type 
of enterprise, the following chief obstacles to 
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development financing in the area were cited in 
the order of their importance. 

1. Export or Import Quotas. Investments in 
manufacturing in Latin America by United States 
interests usually begin by the assembly of im
ported components. Their very existence depends 
upon a steady flow of these parts from mass pro
duction lines in the United States, established to 
reduce costs. To decide arbitrarily and at an unin
formed political level that these components must 
be produced locally by setting quotas for imports 
often raises costs, reduces quality, and inhibits 
growth. In some instances import quotas have 
forced abandonment of the enterprise. 

2. Limitation on Remittances of Profits. The 
theory is widely held in Latin American political 
circles that limiting the transfer of profits will 
induce diversification of investment into unre
lated fields. This notion disregards entirely the 
circumstance of stockholder responsibility, with 
which corporate executives in the United States 
are faced, and results not in added investment but 
in sterile bank balances that contribute to infla
tion and promote unorthodox financial trans
actions. 

3. Burden of Social Security Legislation. The 
desire for old age security is universal, but in some 
parts of Latin America it has become an obsession. 
One company representing United States invest
ment in Latin America estimates the burden of 
social legislation to be 38 percent on wages and 12 
percent of salary payments, a major item of oper
ating costs. It should be added, however, that ~ · 
this burden falls equally upon enterprises locally W 
capitalized, though ~ompanies may not always be 
as meticulous in conforming with established reg
ulations as are those representing overseas invesir 
ment. 

4. Control of Capital Movements. This obstacle 
is usually an extension of the theory on limitation 
of remittance of earnings, and it serves to repel 
rather than to attract investment. It is justifiable 
for the control of speculative funds but discourages 
legitimate business transactions. 

5. Multiple Exchange Rates. This is a device 
in the political control of finance that has been 
tried in many countries and has always created 
more problems than it solved. Hitler's Germany 
is its most conspicuous modern example, and 
several Latin American countries have been ex
perimenting with it. Unhappily, the Brazilian 
Congress is now debating a measure that would 
not only· create multiple rates of exchange but 
also provide unwise measures for the transfer of 
capital and rigidly limit remittances of profits. 
If the bill passes, it will prove a severe hindrance 
to Brazilian development. 



6. Lack of Trained Native Personnel. Emo
tional nationalism in Latin America is chiefly re
sponsible for this obstacle, which assumes that 
an inadequately prepared artisan or technician 
::an improvise his way into complicated industrial 
processes. It arises from the higher rates of com
pensation commanded by more competent and 
more experienced employees from overseas and 
results in rigid immigration regulations. 

7. Lack of Transportation Facilities. 
8. Inadequate Power Supply. 
I group these two obstacles because they both 

result from the fact that, until recently, all trans
portation and power-producing equipment in Latin 
America was imported. There were no local 
sources of supply for rails, locomotives and cars, 
trucks, or generating and distribution equipment. 
Some progress has been made to overcome this 
deficiency during the past few years in several 
Latin American countries, though the facilities 
established are not yet adequate. 

It is particularly noteworthy that inadequate 
transportation and power facilities combined
problems to the solution of which most of our 
public funds and technical assistance are now 
being devoted in Latin America-are represented 
in this report as being less of an obstacle than 
either the quota question or the limitation on the 
remittance of profits. Note also that the six most 
important obstacles cited arise not specifically 
from meager financial resources but, directly or 
indirectly, from ill-advised social and political con-

a siderations. The fear of expropriation or confisca-
9f;ion does not appear to be a decisive factor in the 

type of investment Latin America has indicated 
she wants. 

Reflecting on the situation with regard to invest
ments in Latin America, as expressed in these 
obstacles cited by investors themselves, tends · in
evitably to the conclusion that our approach to the 
solution of economic problems of the hemisphere 
needs more forthright leadership than it recently 
has had. Individual investors are helpless in op
posing misguided political trends. Even as a 
group they need the sympathetic and thoroughly 
understanding assistance of all the force official
dom can muster in overcoming the important, 
rather than the relatively unimportant, roadblocks 
to economic development. In no area of our top
level foreign policy planning has sterility of 
thought been so manifest as it has in our hemi
sphere approach. Observers both in Latin Amer
ica and in this country have commented on the 
change in the official attitude of the United States 
that has taken place since the war, lending sub-

stance to the impression in Latin America that 
we are friends only when we need friendship. So
lution of political and economic problems in other 
parts of the world will prove an empty triumph 
indeed if it comes at the expense of disorganization 
in the Western Hemisphere. 

I suggest that the occasion for a more forthright 
approach to the solution of hemisphere economic 
problems might be the meeting next year of the 
tenth inter-American conference, which is spon
sored by the Organization of American States and 
which is scheduled to convene in Caracas late in 
1953. Effective leadership by the United States 
in this conference, if adequate preliminary prep
arations were made, could go far toward redress
ing a situation which seems to be getting out of 
hand. 

The idea of tax abatement on corporate invest
ment overseas is not completely new. Britain 
has employed it for years as a stimulant to private 
foreign investment, as have other European coun
tries. As concrete evidence of the desire on the 
part of the United States for development in Latin 
America, I suggest, moreover, that our delegates 
to this conference be authorized, after consulta
tion with the appropriate congressional commit
tees, to off er complete abatement of taxes on 
United States corporate investments in Latin 
America under certain circumstances. In return 
for this tax concession we must negotiate, country 
by country, and could obtain from most of them, I 
feel sure, procedures which might not entirely 
eliminate the evil of expropriation but would as
sure more equitable treatment than our investors 
now receive over the whole range of obstacles to 
investment in Latin America that arise from polit
ical considerations. 

Abatement of taxes in the United States on in
come derived from corporate Latin American in
vestments would stimulate private enterprise in 
the development of the hemisphere and be concrete 
evidence of the sincerity of official pronouncements 
on the issue of private versus public financing. 
Only industry itself in the United States can ful
fill the desires of Latin America for industrial 
development; no government of which I know has 
any competence in this field. In spite of my ad
miration for the Point Four Program as a states
manlike concept, I submit that it will fall far short 
unless private industrial enterprise is invited to 
take its proper place. Inability to provide the 
kind of assistance overseas countries want most, 
help for industrialization, illustrates the essential 
weakness of the present Point Four organization. 
In spite of the congressional mandate in the Point 
Four legislation, that the assistance of private en
terprise must be sought and encouraged, little has 
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been done to satisfy the overseas desire for indus
trialization beyond the perfunctory establishment 
of an industry division. 

A whole year may be too long to wait in demon
strating to Latin America that we have a sym
pathetic interest in her desire for industrializa
tion. In the interim, I suggest we take advantage 
of an asset that is available to us now. In every 
country in Latin America there is a group of men 
representing· United States business interests. 
Many of them have spent their entire business 
careers in the area. Often they know local con
ditions better than our diplomatic representatives 
do, because they are not transferred so frequently. 
Moreover, they have been thoroughly trained in 
the techniques of business in the United State::; 
and are able instinctively to analyze business op
portunities and pitfalls which sometimes escape 
a political officer. 

Organization of a small committee of such men 
in each Latin American country, to which local 
requests for industrial help could be referred for 
recommendations, would provide help beyond any
thing that has been available thus far in technical 
cooperation. Their decisions need not be final, but 
their assistance could be invaluable if only to in
sure that proposals are made in terms that permit 
intelligent and definitive analysis. 

Preliminary discussion and advice from local 
groups of engineers and administrators trained in 
the United States would eliminate much of the 
frustration and disappointment that is the experi
ence now of Latin Americans interested in indus
trial development. Once a project had passed this 
local screening it is probable that members of such 
committees could suggest investors, individual or 
corporate, who could provide industrial technical 
assistance on a royalty or partnership basis. 
Advisory committees, made up of United States 
industrialists resident in each country under the 
chairmanship of the Technical Assistance repre
sentative, if he is capable, would help to fill a serious 
gap that now exists in the Point Four Program. 

If this presentation of Latin America as a field 
for investment seems weighted on the side of 
pessimism, I assure you that is not my intent. The 
opportunities are there, in spite of obstacles that 
have been permitted to grow until they obscure 
constructive circumstances. The United States 
needs Latin America as an ally, as a supplier, and 
as a market just as badly as Latin America needs 
help for development. Faced with this premise, 
men of determination and good will on both sides 
of the Rio Grande will find a way of mutually 
advantageous cooperation, unless they are delib
erately held in check. 
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Oil Exploration and Development 
by J. T. Duce, Vice President, Arabian-American 
Oil Company 

We are discussing today Point Four. The con, 
cept is not new; it was simply given greater force 
and clarity by President Truman in his inaugural 
address some 4 years ago. But it is an old concept 
of which there are many examples about the world. 
It is peculiarly American in that it shows our faith 
in the American system-faith in the ability of 
man, given the opportunity to improve himself, 
to conquer his environment and to make the world 
better for having passed through it. 

Let us go back some 35 years ago. The great 
war those days had made plain one thing-that 
national defense of the future was tied closely to 
the new engines powered by oil and its products. 
The planes and the tanks, the trucks and the cars 
were to furnish the motive power of war and, by 
relieving man of some of the limitations of time 
and space, were to change the world. The oil com
panies were urged to search to the ends of the earth 
for oil for tomorrow. 

It seemed to me a patriotic endeavor and it had 
other rewards than the purely financial ones, for 
when one found oil in foreigrt countries it was 
often where the people were desperately poor. 

With the advent of the American oil men, new 
towns arose, sanitary methods were introduced, 
wages were raised, and life expectancy rose. 
However, the search was not easy. 

I well remember Barranca Bermeja in the Mag
dalena River Valley, amid its swamps and jungles. A 
0rtne people who lived there, all had malaria and W, 
hookworm. Wages were 50 cents per day. Life 
expectancy was only 33 years. Many of my Amer
ican friends did not believe that a large producing 
and refining operation could be carried on in such 
a place. A great oil executive told me no man 
could build pipelines through those swamps. But 
the geologists found a great anticline-the job of 
finding oil was done; the swamps were oiled, and 
the malarial mosquito vanquished. Men were 
cured of their hookworm; wages were raised, and 
men trained in the modern mechanical skills. 
Homes and hospitals were built, and the pesthole 
became the healthiest town in the lower Magdalena 
Valley, while the oil came down the Andean pipe
line to the sea and into the trade of the world. 

I have seen many similar things happen about 
the globe-in the swamps of Venezuela, in the 
deserts of Peru, in the Near East, and in the jun
gles of Sumatra. 

In 1933 on the desolate and sun-swept coast of 
Al Hasa, some four Americans landed. The coast 
had a reputation for fierce inhospitality, coupled 



with a ruthless climate. Its diseases were hunger 
and malaria. 

It is now some 20 years later, and the basic wage 
'n Al Hasa has multiplied 10 times, hospitals have 
>een constructed, 20 thousand people find employ
ment, new and sanitary towns have sprung up, 
railroads and ports have been built, the burdens 
of Government financing have been eased, and this 
year the Government of the desert Kingdom of 
Saudi Arabia relieved the pilgrims to Mecca of 
the dues which they have paid from time immemo
rial. Further, thousands of men have been in
structed in all sorts of trades and arts and have 
taken those skills into the remote parts of King 
Ibn Saud's desert kingdom. And the process has 
just begun. 

What has this cost the United States Govern
ment? It was alleged by some imaginative gentle
man that the United States Government had spent 
100 million dollars in Saudi Arabia. This, of 
course, included loans which have since been re
paid and advances by the British Government. 
But let us suppose, by stretching our imaginations, 
we could conclude this figure was right. The 
United States Government has already received 
more than this in taxes. So this is Point Four 
without benefit of aid from that much overbur
dened person, the United States taxpayer. 

')pportunities and Problems 
,y S. Amjad Ali, President, United Nations Eco

a;omic and Social Council, and Managing Director, 
~ akistan Development Board 

It would be no exaggeration to say that peace 
and war, recession and full employment, human 
rights and dignity are interrelated with the devel
opment of underdeveloped countries. 

Most of the countries in Southeast Asia were 
until recently under foreign domination. Euro
pean rulers tried to develop these countries during 
their sovereignty. Initially this development, by 
and large, was to provide raw material for manu
facturers in their own countries. Ports and com
munication systems were established to facilitate 
.the export of their materials and the import of 
consumer goods. In the beginning of the century 
some consumer goods industries were established 
by private enterprise of the ruling countries. A 
number of textile mills, cigarette factories, oil 
mills, and the like came into existence. On the 
agricultural side impetus was given to increase the 
production of raw materials, some of which were 
required by the ruling countries-rubber in Ma
laya ; tea in India, Pakistan, and Ceylon ; cinchona 

in Indonesia. It would be unfair not to acknowl
edge the fact that countries like mine did benefit 
from such development. 

After World War I the flow of private capital 
to the countries of southeast Asia was not of the 
same volume as in the prewar period. After World 
War II the flow of private capital from Europe 
dropped down to a trickle. As regards American 
private capital, the volume, compared to that of 
European private capital, has been smaller still. 
This, of course, does not include investment in oil, 
which is certainly not an investment for purely 
commercial purposes. 

Most of the countries of Southeast Asia have 
attempted, on a cooperative basis, to initiate a 
development plan. This plan has now taken the 
name of the Colombo Plan. The countries of Asia 
which are participating in the Plan now include 
Ceylon, Cambodia, India, Pakistan, Nepal, Viet
nam, and the United Kingdom territories of Ma
laya, Singapore, Sarawak, and British Borneo. 
Non-Asian participants are Australia, Canada, 
New Zealand, the United Kingdom, and the United 
States. 

Development programs have been prepared by 
Ceylon, India, Pakistan, and the United Kingdom 
territories. These countries have about one-third 
of the entire population of Asia and about one-half 
the Asian population outside of the Chinese main
land. The programs were first submitted in late 
1950 and have since been considerably revised and 
are still in the process of revision. The original 
estimates of the total cost of the development pro
grams in the public sector for Ceylon, India, and 
Pakistan and for Malaya and British Borneo was 
5.2 billion dollars over a 6-year period. Of the 
combined total cost, about one-third was for agri
culture, another third for transport and communi
cation, 6 percent for fuel and power, 10 percent 
for mining and industry, and 18 percent for social 
services. It has been quite apparent that the Co
lombo Plan is a very modest effort to achieve eco
nomic development for the areas participating in 
the Plan. It has also been agreed that the under
developed countries in this Plan cannot find the 
finances from their own resources even to complete 
this modest Plan. This is more true today than 
it was a year ago, when prices of commodities were 
high and the foreign-exchange earnings and reve
nues of these countries were higher than what they 
were before the advent of the Korean war. Since 
October last year the fall in prices of raw materials 
has considerably reduced the foreign-exchange 
earnings of these countries and has also affected 
the revenue incomes. Consequently, these coun
tries do not have the same amounts, either in for-
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eign exchange or in internal currencies, which 
they had last year for development purposes. 

I would not attempt to narrate the opportunities 
which are available in the countries of Southeast 
Asia for foreign investment. The Colombo Plan 
reports give in detail the targets set by each coun
try. The industries include manufacture of tex
tiles, chemicals, cement, paper, cardboard, leather, 
jute, mining, fisheries, steel, and nonferrous 
metals. 

Indonesia has first to reconstruct its damaged 
industries and then utilize its great natural re
sources. This country offers many opportunities 
to develop a number of industries . . . 

Opportunities in the Middle East for investment 
are vast and diverse. The development of oil 
needs no amplification. I would, however, men
tion that the Middle East exported 18.3 percent 
of the world's crude petroleum in 1950, excluding 
Russia, but its people are still living at a very low 
standard. The average per capita income for the 
population of some hundreds of millions is around 
$90, as compared with the world average of about 
$230. I would also like to mention that there is 
a vast scope for utilization of byproducts of the 
petroleum industry which may be engaging the 
attention of the oil companies working in these 
areas, but so far very little has emerged in a tangi
ble shape. 

Egypt has developed its agriculture to a remark
able degree. The yield of cotton in this country 
is, I believe, one of the highest in the world. Along 
with its agriculture it has also developed certain 
industries such as textiles, cement, chemicals, food 
processing, and cigarettes. Egypt, apart from its 
resources of oil, also has certain minerals such 
as phosphate rock, low-grade manganese ore, and 
iron ore. The exploitation of these wait the avail
ability of finance and know-how. Egypt is a very 
large importer of fertilizers, and although it has a 
phosphate factory, still it has to import an equiva
lent quantity of about 50,000 tons a year for its 
farmers. Sugar production in the country i8 
about 200,000 tons a year, and still Egypt imports 
from abroad. Apart from possibilities of :fer
tilizer; iron, copper, sugar industries, canned food 
and fishing industries are also available for in
vestment. 

Syria also offers opportunities of further de
velopment in canning, tanning leather, and cold
storage industries. The right type of grass is 
available for paper mills, and the Government is 
anxious to develop this industry. 

I 
Iraq is engaged in flood control to extend the 

area of cultivation. It has also other schemes to 
utilize its waters for the purposes of hydroelectric 
power and irrigation. Fertilizer, cement, sul-
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fur, and carbon black are industries which re
quire development; the raw materials are avail
able. Certain consumer-goods industries, such as 
soap and glass, are badly needed. There are de, 
posits of copper, iron, zinc, chrome, and salt, bu1 
it requires further investigation to ascertain the 
quantity and quality before they can be commer
cially exploited. Saudi Arabia's oil is a proven 
source of wealth, but its mineral wealth is still 
untapped and offers great opportunities to private 
enterprise. 

Iran is associated largely with oil wells and car
pets, but there are possibilities in this country 
which have remained unexplored up to the present 
time. The Government of Iran had engaged a 
well-known firm of American consultants who have 
produced voluminous reports on the possibilities 
and potentialities of industrial development. Tex
tiles, cement, sugar, chemicals, iron and steel, and 
minerals are all there to be developed. 

Afghanistan is building new highways, a dam 
for irrigation, and generating hydroelectric power. 
Its mineral wealth needs exploration and exploita
tion. 

By far the most important aspect of develop
ment in Asia and the Middle East is the develop
ment of agriculture. There is more scope in this 
field, and improvement would show quicker results 
than in any other field. Most of the progressive 
countries of Europe went over from bullock to 
horse and from horse to tractor. We are still in 
the bullock stage of agriculture. I have advocate< 
on a number of occasions that a detailed study i: 
required to ascertain in what spheres of agricul-A 
ture a change can be made so as to reach theW 
ultimate goal of the tractor. In my country the 
tractors now being used are all imported, including 
every spare part and implement. Apart from other 
things, and even if the other problems related to 
the change over could be solved, such as employ
ment of labor released on account of mechanized 
agriculture, larger holdings, and so forth, the 
question of finding foreign exchange to import all 
components of agricultural machinery is not easy. 
Private enterprise could take an initiative in this 
respect. 

The general belief of manufacturers of the West 
is that they have produced agricultural machinery 
after years of research and study which should 
be suitable to conditions anywhere in the world. 
I do not agree with this point of view, for I believe 
that modifications are very necessary to suit dif
ferent conditions. Mechanized farming in all its 
operations is economic in the United States or 
Canada, but the question is: Up to what point 
would it be economic in Asia with cheap labor, little 
know-how, high cost of repairs and replacements, 



inadequate foreign exchange, high cost of oil, and 
small holdings? It is therefore necessary to study 
up to what point initially the introduction of 
mechanized farming would be economic and, also, 
what particular types of tractors and implements 
would be suitable for the areas concerned. Pri
vate enterprise could study the problems of mech
anized farming related to the conditions in the East 
and with their vast experience and up-to-date 
know-how evolve equipment which would be eco
nomically suited to those conditions. 

Most of the areas in the East have natural re
sources for the manufacture of fertilizers. There 
is a great need of fertilizers, and here again pri
vate enterprise can successfully operate in manu
facturing fertilizer and thereby help the increase 
in the yields of agricultural produce. 

The evolution of machinery in industrial coun
tries has been to a very great extent directed to
wards two factors: firstly, to reduce the cost of 
labor and, secondly, to increase output. It is, of 
course, obvious that to produce cheap cloth a big 
textile mill is necessary, and we, in Pakistan, have 
trebled our spindles within 5 years. The employ
ment of labor, however, is not correspondingly 
high. The industries which are developed do not 
and would not employ all the surplus labor availa
ble; therefore, whereas industrialization will pro
vide goods for the people, such as textiles, it is 
necessary, indeed imperative, that the surplus 
available labor must be put to work. 

This, to my mind, can only be done economically 
if small and simple units of machinery are installed 

A in villages throughout the East. Compared to 
W highly developed units they may not sound eco

nomical, but when the factor of labor costs and 
low capital outlay is considered it may become 
economical, because the peoples in villages would 
be working these machines in their spare time, 
and, furthermore, no housing, and so forth, would 
be required for them. 

I once again repeat that the most important 
problem in the densely populated East is the use 
of its peoples for productive purposes. In a free 
society this is the most difficult thing to achieve. 
But it has to be achieved if this free society is to 
live and continue. This should not be viewed with 
any apprehension by manufacturers in other parts 
of the world. This utilization of labor is not to 
compete in the free markets of the world but to 
increase productivity in the country and achieve 
some sort of living standard for its peoples. 

In 1949 the Government of Pakistan established 
an Industrial Finance Corporation to provide loans 
to existing industries for their expansion. This 
corporation was also financed by Government, with 
9 million dollars as capital. The board of this 

' 
corporation is manned by businessmen and bank
ers. Late last year the Government created the 
Pakistan Industrial Development Corporation. 
This corporation was brought into being to pro
mote industrial development. The Industrial Fi
nance Corporation was only limited to financing 
existing industries or their expansion, and the 
finance was provided in the shape of loans. The 
Industrial Development Corporation was to par
ticipate with private enterprise in equity capital. 
The Government, realizing the slow pace of in
dustrial development and in certain industries 
seeing little progress, felt the necessity of creating 
this corporation so as to promote such industries 
and also provide incentive to private enterprise. 
For instance, East Pakistan has very large forests 
of bamboo, which were examined by two firms 
of consultants from Sweden and Canada and 
proved ideal for the manufacture of paper. No 
private concern was prepared to undertake the 
establishment of a paper mill, and so Government 
decided to embark on this venture. This paper 
mill is now being built. The company is being 
managed by the Pakistan Development Corpora
tion, and the shareholding so far is entirely Gov
ernment. It is, however, hoped that some of the 
shares will be taken up by the public as soon as 
the paper mill starts to function, which is expected 
to be early next year. 

Pakistan grows 75 percent of the jute of the 
world. It did not have a single spindle to convert 
this jute into either burlap or jute bags. The 
high prices of jute manufacture were of great 
alarm and concern to my Government. This level 
of high prices was encouraging the use of substi
tutes, and therefore the Pakistan Government con
sidered it imperative to protect its jute growers 
by establishing a jute industry in the country. 
Ten millions are engaged in the cultivation of jute, 
and therefore it was highly desirable that this sole 
means of livelihood of so many millions of its in
habitants should be safeguarded. There was verv 
little response from private investors, except on~ 
family which came forward to put up a jute mill. 
Since the creation of the corporation a number 
of private firms have entered into agreement with 
the corporation to start jute mills. One private 
concern has subscribed 50 percent of 20 million 
dollars' total capital. The corporation had under
written 50 percent out of which 25 percent has 
been invested by the public. The management of 
this concern is in the hands of the private firm 
who has subscribed 50 percent of the capital. Sim
ilar arrangements have been entered into with 
other private concerns who are managing the jute 
mills, although as much as 50 percent, in some 
cases, is the shareholding of the corporation, which 
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is Government money. This is not restricted only 
to the jute industry; the corporation also provided 
similar finances in case of cement and chemical 
industries. 

Wherever private enterprise is willing to start 
an industry but cannot do so with its own or pri
vate investment resources, the corporation comes 
forward to subscribe part of the capital. The 
policy of the Government and of the corporation 
is to liquidate its holdings in the companies where 
it has participated as soon as private investment 
is available. The money so recovered would go to 
finance other industrial enterprises. So far the 
commitments of the corporation are to the magni
tude of 75 million dollars. This figure does not 
include plans but projects which are materializing 
and for which the machinery has been ordered. 

The Pakistan Development Corporation is also 
negotiating with foreign companies to establish 
ship repair, machine tool, and pharmaceutical in
dustries. Generally the arrangements are that the 
foreign concern finds the machinery which is their 
part of the shareholding in the company, and the 
corporation finds the local expenditure which con
stitutes their part of the shareholding. The man
agement is left in the hands of the foreign concern, 
but the corporation has representation on the 
Board of Directors, reflecting the percentage of 
its holding in the company. I could also cite a few 
examples where private interests have gone into 
partnership with foreign concerns without the 
help of the Government or the corporation. My 
own family has participated with the well-known 
firm of Lever Brothers in the manufacture of soap 
and edible oils. The management is with Lever 
Brothers, and we have representation on the Board 
of Directors. 

It will, therefore, be observed that Pakistan has 
demonstrated in actual practice the desire to en
courage foreign private investment. This is not 
only confined to Pakistan. Ceylon and India have 
similar concerns where foreign and indigenous 
capital has gone into partnership and established 
industries. 

Put in simple words, what the countries in the 
East require is industrialization and investment 
of foreign capital but with the paramount, over
riding consideration that the best interests of the 
country should come first, not those of the foreign 
investors. This does not mean that foreign invest
ment should be philanthropic or should not derive 
legitimate profits. Most of the countries in the 
East would like participation of indigenous capital 
with foreign investment. They would guarantee 
the remittance of dividends. They would also as
sure the remittance of capital if the investment 
is purchased by local interests, this depending on 
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the economic conditions of the country at that time. 
Perhaps it would be difficult for a country to allow 
export of the equivalent of the foreign capital 
invested in one year, but the country could cer
tainly be in a position to permit the remittance if 
spread over a period of years. 

In regard to nationalization, most of the coun
tries in the East have defined the fields of state 
and private enterprise. Utility services, such as 
railways, telegraph, telephone and radio, are in 
most countries state-owned enterprises. Hydro
electric installations, again, in most countries are 
in the hands of private capital; in others state
owned. The defense and armament-producing 
factories are mostly state-owned. A vast field of 
industries other than I have mentioned are left to 
private enterprise. The apprehension of nation
alization is therefore greatly minimized in view of 
the spheres having been divided among state
owned and private enterprise. In certain coun
tries, like my own, where private capital is not 
available the state has taken the initiative to set 
up industries with Government capital, but the 
policy is to reduce the holding of the Government 
when private capital is available and to completely 
hand over to private enterprise when private capi
tal is in a position to take over the industry. 

Almost all the countries in the Middle East and 
the Far East have given their attention to the im
provement of the living conditions of their peoples. 
It is more true in the case of the countries like mine 
who have enjoyed independence since 1947. The 
peoples of these countries rightly expect freedom 
from want and hunger, along with the freedom e 
which has come to them politically. The govern
ments of these countries, since their independence, 
have striven in this direction. National planning 
and efforts to mobilize indigenous capital have 
been their first consideration. They have simul
taneously tried to stimulate international organi
zations like the United Nations, the International 
Bank, and the International Monetary Fund "to 
helpthem in their efforts of economic development. 
They have also approached the developed countries 
bilaterally to extend their facilities of know-how 
and finance, to accelerate the pace of development. 
The Colombo Plan is the result of such a corporate 
effort on the part of the members of the Common
wealth and the United States. 

I would like to emphasize that most govern
ments, in spite of the limited resources at their 
disposal, are doing all they can to ameliorate the 
living conditions of their masses. They are fully 
alive to the fact that it is the responsibility of the 
country to make every effort it is capable of and 
not look to outside help for this development. But 



it is a task beyond their resources. With no for
eign investment the peoples of Asia will be poorer 
than they are today. Believe me when I tell you 
that they are very poor. When a child in winter 
cannot leave the family bed until the sun is out 
and can provide warmth for its naked body, pov-

. erty has reached its lowest ebb. 
It is, therefore, apparent that if the peoples of 

the underdeveloped countries are to have enough 
to eat and some clothing and better housing, 
greater efforts will have to be made in accelerating 
economic development. 

Appreciating these facts, the majority of the 
members of the United Nations came to the con
clusion that the efforts of the Inte.rnational .Bank 
to finance development should be supplemented by 
other :finance-providing institutions. · After years 
of study and discussion, two proposals have 
emerged which I would like to mention. The first 
is to provide international machinery to encourage 
private investment in underdeveloped countries. 
This proposal has taken the shape of the Inter.na
tional Fina.~ Cor.iwration. The second proposal, 
which is still in its embryonic form, is the Inter
national Fund. It was felt by the majority of the 
members of the United Nations that an Interna
tional Fund is required for the purpose of provid
ing grants-in-aid and low-interest, long-term loans 
to underdeveloped countries in order to help them 
to accelerate their economic development and to 

finance non-self-liquidating projects which are 
basic to their economic development. The Eco
nomic and Social Council appointed in June this 
year a committee of nine to draw blueprints of this 
International Fund and submit it next year to the 
Council. 

The International Finance Corporation was 
originally advocated by the International DeveloP
ment Advisory Board in the report, Partners in 
Progress. It was adopted by the United Nations, 
and the International Bank for Reconstruction 
and Development was asked to formulate a detailed 
proposal and submit it for the consideration of the 
Economic and Social Council. The Bank submit
ted the proposal in the shape of a document which 
was examined by the Council in June of this year. 
The Council has requested the Bank to prepare a 
blueprint, consult its member governments and 
other interests who are concerned with the flow of 
private capital to underdeveloped countries, and 
report to the Economic and Social Council the 
progress which it has made in this direction. 

The establishment of this Corporation should 
provide opportunities to private investors who are 
now hesitant to move to far-away countries. The 
international character of this Corporation should 
be an added safeguard to private investors, and 
I hope that the investment community in this coun
try will lend its support for the early establishment 
of the International Finance Corporation. 
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"THE WORLD ll.A..~1 S CONTRIBUTION TO DEVELOrMENT" 

In Washington, conferences come under the head of basic industr.,; to 

those of us ,,•ho live in these parts they are no novelty. Nevertheless, it is 

im~ressive to see serious oinded peo~le from all ~arts of the country come 

here and take time to broad.en their understaJ1ding of develotment Problems. 

Promotin~ eC'onomic develo1.)lllent is the main bu.sines~ of the World :Ban!c. 

We believe in it. ''le do our part mainly b:, lending money. Some neonle, I 1m 

sure, consider that we are too hard-boiled in our lending: however• "'e are con

vinced that a substantial share of develollnent can be accomnlished by a"Pr>lying 

the proven methods of investment banking. Therefore, I am going to tell you how 

we ,-$0 about our busi::iess and then make a few observations on some of the facts 

and fantasies concerning develoPl!lent - as _we have come to see them. 

Since the spring of 1947, the Bank has loaned $1,300,000,000 in 26 countries 

The first loans wer9 made to help carry eut the postwar reconstruction of 

Western Europe. However, i,-hen the Marshal.l Plan ,.,ent into operaUon in 1948, the 

Bank turned to its long-term job, the financing of devele-pment .:.._ and since then 

1 t haa loaned $800 million in this field. Primaril y , this mone:v· has helped pay 

the foreign-~xchange costs of basic facilities~ electric power; transportation~ 

railroads, roads, ports ; communication; irrtgation and flood control; land 

clearance; g rain storage. We have also financed the purchase of agricultural 

equipment, and machinery for factories and mines . 

Let us, by "''8.Y of illustrating our methods, trace the etor.r of the Bank 

and Colombia. 

\ 
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In 194,8, at the requeBt of the Govern ent, the ~ank sent a mianion to 

Colombia to investigate pover and agricultural projects; and eventuall~ we made 

three loans. 

However• the members of the mission realized that there ~'as need for a 

broader apProach to Colombia's development nroblem. It ,.,as not enou.gh to look 

at one city's need for power, one valley's need for tractors, one area's need 

for roads. It seemed clear that what i,,as needed was an inventory of the country's 

resources as a whole, followed b7 a long-range program for development, •"1th a 

selection of the projects that ehould be undertaken first. 

Accordingly, the Bank erganized a 16-man mission to study the Colombian 

economy as a whole and to present recommendations. This ,,•as the first of the 

general survey missions sponsored bv the Bank. Since then we have sent such 

miHions to Turkey, Cuba, Iraq, Guatemala,. Ceylon. SurihaJll and Jamaica.. The 

Colombia m~asion included experts on transr,ortation, induatl'Y', agriculture, 

health and welfare, government~l or~aniza.tion and finance. It spent five months 

in Colombia, and another f1 ve months analydn& inf ormati911 and preparing a 

report, ,,•hich "'as made public . 

Economic reports all too often are a mission's last will and testament -

soon to be forgotten . And I am Nilling to admit that some of our mission reports 

have contributed more to economic 11 tere.turo than to economic develoument. :But 

the Colombia report is one that did get practical results • 
. 

First, the Colombian Government set up a non,-pe.rtisan Committee on 

F.conomic Development com~osed of eminent citizens_... not government officials -

to adviee the Government on a.ctio~ to be taken. This Committee worked for 

ne&rly a year, It endorsed most Qf the mis~ion's 1ecommendations and added some 

of its own. The Government responded b;r taking positive action. The Peso "-'&B 
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revalued to a more realistic basis. Import and exnort controls were largely 

abolished. And the budget ,,•as brought into balance.. To hel-p carry out one 

of the ~ission1 s most iml;)Ortant recommendations, for the extension and 

maintenance of the Principal highwa..ve, the Government agreed to put up · ~-. 1 ~ 

pesos ecurt~en:Uto( $28 Million to cover the local costs. The Bank loaned 

$16,5 million to coTeT the costs of imported equipment and services of 

foreign contractors, and today a good start has been made toward building a 

sy-stem of modern highwa,vs and training Colombians to keep them in repair. 

Experts are no~· eompleting a study, under the Joint sponsorehiy of the 

Government and the Banlc. of the railways and air~ort facilities of Colombia, 

to afford a basis for their reorgani~ation and more efficient management and 

operation. It may ~ell be that capital expenditures for extensions and new 

equipment will be financed, in part, by loans from the Bank. 

A basic recommendation of the economic survey ~ras tMt there be set up 

directly u.nder the President a planning office to proTide a continuous revie~ 

of the develoi:ment nrogram And to ad.Tise on ~riorities. Such B.11 office has 

Just been organized and the Bank is assisting in securing expert advisors 

and in develoPin& procedures. 

Thie story of the :Bank's work in Colombia shot,•e the basic Pattern of 

its operating methods. It is a pattern of advice backed up by money. 

Frequently, the advice is hard for a country to aceeut imd follow. But most 

countries with whom . ,.,e have worked know that the Bank1 a first interest is 

the economic strength and well-being of its members; and by Md large our 

advice ie given considerable ~·eight. 

As we investigate projects before melting loans and assist our borro,"ers 

in carrying out projocts after loans are made, we are able to help them by 
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providing a wide variety of practicAl assistance. In Bangkok our engineers 

advised the port authorities on the most suitable dredge for deenening the 

channel. In El Salvador one of our men helped to set up and market an issue 

of bonds to finance the local cost of a new power -olant. In Ethiopia. one of 

our missions helped to organize an autonomous authorit~ to mana.,g;e road 

construction and maintenance, and an industrial bank to finance industry. 

These are only a few e~~les of the kind of advice furnished by the 

Bank as part of its da;-to-d~ operations. In its six years of dxistence the 

Bank has sent over JOO missions of one kind or another to its member countries~ 

and most of them have given technical assistance of some kind, in addition to 

lRYing the basis for lo~ns by the Bank. 

I should explain briefly where the Bank obtains the money it lends, 

First• there is the capital paid in by our member governments~ and this 

aroounte to ~1,68? million consisting of ?J? million U.S. dollars and the 

equivalent in other currencies of some $9.50 million. Of this we have loaned 

about $84<> million; the remainder can be used only ~1th the consent of each 

subscribing goverr.ment. Second, we have made a profit of more than 

$55 million. For additional funds, we must borrobr by selling the bonds of the 

Bank in private markets. So tar• ~e have sold the equivalent of about 

$450 million~ $400 million in the United States and the balance in 

s,:itzerland, the United Kingdom and Canada.. By selling its bonrls to private 

investors to obtain funds for lendin~, the Bank channels private capital into 
out 

develoment financin& thrC1Uf!)l/ the ,-,orld. I "'ould like to stre9s this point -

the Bank must convince the private investors who 'buy its bonds that it is 

operating on sound banking Princi 1'les. Othe?"'•ise, ,.,e might be cut off from 

one of our main sources of funds for lending. 
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In the years since the end of the war there haa been increasing 

consciousness ot the economic and political dangers of a world divided 

b~tween those who are benefiting from the industrial techniques and 

scientific knowledge of the twentieth century 2:Uld those who live in Dlieery. 

There 1s a widespread urge that the. whole process of development be stepped 

up to a much faster pace. This is good. But it is also important to 

understand clearly .the nature and magnitude of the obstacles standing in the 

way of development. Unless these are given full weight, the whole development 

effort may well ge crippled by fruijtrated hopes. 

If the development effort ie to be based on a solid foundation of 

realistic thinking, we must avoid certain romantic fallacies. Of these 

fallacies, a few are particularly dangerous: 

First is the idea that development would be easy if only enough money 

could flow into the undeveloped countries. This is an alluring idea, but 

large amounts of money can be spent without producing any economic advantage. 

It can be spent on showy projects -- costly steel mills in countries that 

might better learn first to make shovels and plows; or on airplane 

factories where simple repair shops are more appropriate; or on hospitals 

where no provision has been made for doctors or nurses. Ill•directed 

investment funds can enrich big land owners and functionaries and leave 

the people as poor aa ever. They can fall into the hands of those who have 

a talent for collecting h~d currency and giving it safe conduct into foreign 

banks and investments. To be sure, most undeveloped countries need more 

investment capital, but to make the money count they need first better 

economic programming and better organization of their institutions. They 

need industries produeill$ consumer goods so that their people will have 

something to work for. They need land reform and tax reform. To spend 
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·money economically and cree.tively for development is a hard task~ and it 1e a 

de.ngerous idea that money alone can do the development job. Manae;ement -

careful planning and good op~ration -- is more essential than money. 

A second fAlla.cy is that the job of develo~ent cen be done in a few 

ye~rs, Develor,ment is a stat e of mind. Peo~le have to eevelop themselves 

before they can change their physical environment; e.nd this is a slow 

~rocess. It must grow like a tree and cannot be forced like a rose in a 

hethouse. It involves changes in relations bet,,,een classes and. races. It 

requires the ~provement of ~overnmental organization and o?eration; the 

extension of social institutions~ schools, courts and health sel"Vices. 

These things take much longer than the building of factories and railroads 

and dams. The easiest problems are those to be solved by the engineers, 

Habits of thoqght and of conduct are the most stubborn obstacles to develop,

ment. They cannot be pushed out ef the way ~1.th bulldozers. 

A third fallacy is th,i.t the task of world development can be undertaken 

as a crisis operation. One gets the impression that many peonle think the 

development effort should be operated as a fire de-pa.rtment: that when a 

Poli tica.l or social fire breaks out in some Part of the world, the :f'1 re 

trucks should r.1sh to the spot immediately with economic aid. I believe this . 

is a dangerous approach. lt can only raise false hopee !or results which 

cannot quickly be achieved. Development ie not an emergency and it is 
. 

dangerous to consider it as such, Aid to stamp out Pla8Ue or to meet the 

effects of a famine can be hAlldled on an emergency basis - aid for economic 

and social development cannot. 

I do not ~~sh to belittle the sincere concern of many good people 

for the welfare of others. Such feeling is admirable. :But I gravely doubt 
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that humanitarian sympatey is a solid basis for 1,•orld develo}nent. 

Responsibility for giving economic assistance should be undertaken only in a 

nation's o,,'n legitimate self-interest - including 1 ts interest in helping 

to build the kind of "'orld 1n which it will be both safe and satisfying to 

to live. 

The idea ef world develo:oment is one of the most constructive and 

hopeful ideas of our times. '.'le in the :Bank believe that deTeloTJment will 

make sound progress - without destroying the hopes that have been raised -

if all of us remember some of the minimum conditions of progress: 

1. In order to develo-r;,, a nation must h;:i.ve a will to develop. 

1._r1thout this will no amount of external aid will get the desired results; 

with it a. nation can move steadily ehead "'1th a reasonable amount of heln 

from others. 

2. The leaders a.nd the -peol_)le of a. country must find ways of creating 

some de&ree of nolitical stability, so that development nlans which are made 

in one year will not be thrown overboard in the next. 

3. A country's development must be carried on in terms of its actual 

resources and the nature of its people - not in terms of some imported ideal. 

4. Means must be found to give individu.als an incentive to 1o.rork and 

to create, and these incentives should extend to all classes of people, not 

only to the favored few. 

5. Countries needing capital should take positive steps to create 

confidence in the minds of foreign investors - confidence 1n the count?71 s 

intention to repay -- confidence in its willingness to treat foreign capital 

fairly~ and confidence in its ability to use money wisely to increase 

productivity. 
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6. And :finally, each country must acce'Ot the Priinary responsibility 

for its own progress - and. be willing to Pay a price - in effort and in 

self discipline -- to get it. 

If these minimum conditions of progress &re provided -- and given 

eome common sense and much ha.rd i,•ork - the nations of the "lorld can 

together create conditions ~der which people can live ,dth measurably 

increasi~ hope for a better we::, of life. 



ADDRESS :BY RO:BERT L. Gl\RNER, VICE PRESIDENT OF THE 
INTERNATIONAL B.AJl'!K FOR RECONSTRUCTION AUD DEVELO.PMF,NT, 

AT THE FIRST JOINT COla'ERE?WE OF CORRESPONDEHT BANKS, SPONSORED :BY 
THREE NATI01-J.AL lW:T'JCS OF MEMPHIS, HOTEL PEABODY• MEMPHIS, T.ElmESSEE, 

. OCTO:BER 18~ 1951, );JO P.M. 

HOW nm *NTERNaTIONAt, BANK MAKES ITS LOANS 

I feel at home here today. 1· was born and spent my early years in 

Mississippi, and went to school and college ixi middle Tennessee. As a 

trustee of Vanderbilt . I have kept an anchor in this state. To you 

.bankers I speak as one who has snent most of my life in banking and I 

think we can agree that the job of bankers is to wt mc,ney to ·work, 

Within the lifetime of most of us here today, the South has progressed 

from an econosdca.11:y undeveloped area to one of the most rapidly improving 

sections of the United States. Thro'Ugh investment of both local funds 

and funds from outside the region. we have seen . the South become more 

productive with resulting greater wealth and better living standards f'or 

most of' the people .. 

We know what money can accomplii:,h if it is soundly invested. 1·/e 

also kn.ow what can happen, at home or abroad, when nei 'ther the investor 

nor the borrower weighs carefully the economic soundness of projects and 

the ability to repay loans. We remember the reckless enthusiasm "'1th 

which American private capital was invested abroad in the 20 1 s _. how our 

investment b~ers sold issues of foreign governments, states, cities and 

~rivate companies, often without much regard to their purnoses nor to 

P.rospects of repayment. Some bankers a.nd some investors had serious 

doubts about such practices but. in general, American investors bit hard •. 

There was some sound lending and eound borrowing, but the bad loans are 

sti.11 remembered and ,,•ill be remembered for yea.rs to come. The:i, helped• 

along with many other things, to destroy confidence in the international 

flow of cani tal- in all forms. '.'le, in the International :Bank, a.re trying 

• 
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to help build up · practices which will restore that confidence. Tod~ I 

shall talk about some of our principles and operations and i ndicRte how 

we are attempting to put sound banking principles into practice in 

foreign lending. 

First-.. I want to explain where the Bank gets its money. The capital. 

stock. su.bscri bed by its 50 me]llber· governments, amounts to $8.4 billion. 

That is a lot of money, but most ·of it is a commitment on pa~er, not 

money in the bank·. Let me illustrate. 

In August Sweden Joined the Bank and subscribed to 1,000 shares of 

stock at a par value of ·$loo million, T,-.•o ·:oercent or $2 million was paid 

in actual u.s-~ dollars; eighteen percent·, equal to $18 million; was pa.id 

in Swedish kronor. The remaining eighty riercent is on our books as a 

pledge by· $,,•eden on which we can call ~f the Bank needs funds to meet its 

own obligations. In other words, four-f i fths of S8.4 billion cit capital 

stock is in the nature of a gua.rantee fund which backs up the bonds which 

the Bank itself sells to private investors. The U. S. liability to this fund 

is 32.5 billion. This means that our bonds are in effect backed by the 

U. S. Treasury up to that amount. 

The portion of our s1,1bscribed capital that we m~ use for lending is 

the two percent subscription in gold or dollars and the eighteen percent 

in the currencies of other member countries. The two percent presents no 

problem e.nd we may lend it w1 thout restriction,. However, the eighteen 

percent can be used only with the consent of each member country. So fare 

we have loaned all of the eighteen ~ercent subscription of the U. S., 

$570 million, a.nd ~e have received consent of other countries to use the 

equivalent of S41 million of their subscriptions. 

Our total loans are about Sl.2 billion in 24 countries. Of this 
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the greater pa.rt has come out of our capital and earnings and the balance 

through the sale of our bonds in ~rivate finance markets -- ~400 million in 

the u~s. and the equivalent of SJ6 million in Switzerland and the Uni tedlolgdoi::. 

We shall continue to go to the markets as required for money to make 

new loans. h'e have been able to sell our bonds in part because of the 

commitments of member countries backing our o'bliga.t!ons. However, I believe 

that~ in large part~ ou.r bond issues have been successful because Private 

investors have developed confidence in the Bank's opera tions and in the 

way it follows up the use of its loans. lncidentally-, all int~rest and 

principal due on our loans to date have been paid on the dot~ 

I think _it is useful to outline the setup of the Bank, Our manage

ment and staff is out of politica, We serve the Banl~, and are not subject 

to direction by any government official. The staff is selected and 

controlled entirely wit~in the Bank. No loan can be considered by our 

director~ unless it is recommended by the president of the Bank, These 

directors, appointed or elected by our stockholding member governments, 

approve all loans a.nd ot~er major actions like the directors of your banks. 

In practice our m~ement and directors operate together just about the 

same as in th$ private banks and cor1'Jorations with ,,•hich I have been 

connected~ 

We do not make loans for political pur:r:,oses. 

When the :Bank was first set up it was thought of Primarily as helping 

to finance the rebdlding of "'ax,.,.torn countries of Europe, In 1947 our 

first loana of nearly $500 million were made to France, Derunark, the Metherlan< 
and 

/tu:xembau.rg, They helped to finance po,,•er1 merchant shipping, steel mills, 

railroads and critically- needed materials and capital equipment of many 

ki1:1ds.. The loans were made before the Marshall Plan was in operation a.nd 
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at a time when Europe was in critical need of help. 

However, for the past three years we have devoted most of our 

~ttention to the development of underdeveloped countries stretching from 

Iceland to India, Thailand and Australia; from Finland to Turkey; 

Iraq, Ethiopia and the Belgian Congc.,: and from Mexico down the length of 

Latin America. Our loans have helped to :finance po,,•er, communications, 

pt>rts, railroads, high,,,ays, flood control, irrigation, land clearance; 

agricultural implements, grain storage, timber Pfoduction, mining and a 

variety of industrial enterprises. 

How do we go about our lend:t.ng business? First, we look at the 

country~ Can it and will it repay? :·.'hat kinds of projects will do the most 

for its development? Certain loans will directly increase exports and 

provide foreign exchange to meet the loan charges. Ho,,,~ve~; many projects 

such as power plants earn no foreign exchange, but with more power can 

come new industries, new exports, and increased ability to service loans . 
. . 

Our basic lending principle is this -- the loan must be Productive ..... it 

must strengthen the country -- and '"e must be convinced that it will be 

repaid. When ,,re are satisfied on these basic points, we examine the project 

in detail. ls it economically, financially and technically sound? Finall~, 

if a project meets these tests and we make a loan, we assure ourselves 

that the money goes where it is supposed to. 

It1 s a sound old maxim that the first step in ~etting a loan repaid 

is to be sure that the borrower makes good use of it. 

Another basic prineinle is to be sure that the borrower does his 

share of the Job. Ordinarily, ,,•e furnish funds only for foreign exchange 

needs, with the borro,,•er providing for the local costs.. In any case, our 

loans are only a part of the total investment . ,.,e only help those who 

are willing to help themselves. 
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Fu.rthermore, we try to get all the facts. We study the country and 

the project on the ground. I personally have visited more than 25 countries 

to form general impressions and discuss questions of policy. Missions 

consisting of loan officers, economists, engineers and other technicians 

have s~ent protracted periods in some JO or ~O countries. In addition 

to use of our own staff, many of our projects have been studied, engineered 

and supe~vised by some of ~he best technical people i~ the world • . 

The first developnent loans we made were to Chile in 1948. After 

study, we decid_ed t_hat. Chi_le ,,,ould have sufficient dollars to service the 

proposed lo~s and :that hydroe;ec.tric power and agricultural equipment 

~tood high on the list. of ~hinge the country needed. But there was one fly 

in the oin~men~. Chile _,.,a.s in default on outstanding bonds. W'e cone!.dered 

tha.~ the country's attitude towards ~rior debts was an im11ortant factor in 

its credttworthiness. We k;new that many investors to whom we wished to sell 

our bonds were critical of the defaults. lfe explained these things to the 

Chileans. They sat down with the bondholders' committees and worked out a 
.,. ' ' . 

settlement, and we made our loans·. In this and im other cases we believe 

,.,e have played a part i~ rebuilding the v~idi ty of international 

contracts. 

Another South American country, Col~bia., illustrates a different 

approach • . Again we made loana for power and agricultural equipment,' but 

in our negotiations ... ,e and. the Colombians were both eonscious of the 

impoJ'tance of looking at their whole economy. 1\lhat were the lines along 

which it should develop? What were the most important things to do first? 

Out of the discussions crune a 16-JI4lll mission, organized by the :Bank in 

1949, to look A.t Colombia as a whole. Thia was c·.ll' first attempt at a 

comprehensive wrvey, and subsequently ,.,e ha.ve sent similar groups to 
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Turkey; Cuba~ Iraq~ Guatemala and Ceylon. This Colombian mission included 
. . 

speci~ists on roads, railroads, water,.,eys, aviation, heal th and ,.,elf are, 

agriculture, governniental orga.nhation a.nd finance. They spent about 

five months in Colombia and an equal period was required to analyze their 

°iindirigs and publish a report. Then the Colombian Government set up a non

partfsan Economic Development Committee of eminent citizens (not govel'Dlllent 

officialij) to study this report and advise the Government on action to be 
.. 

taken.· This committee wo:rlted for nearly a year. The result· was endorsement 

of most of the mission's recommendations, followed by positive action by the 
f 

Government in a number of fields. For instance, the peso· has been revalued to 

a more realistic basis, import and export controls have been largely abolished 

a.nd the budget ·has been brought into balance. A program to rebuild, extend 

and maintain the principal hj.ghwey:s was accepted by the Government~ They 

arranged to contract the w~x-k with five first-class American construction 

.firms, and the Bank ma.de a loan of $16.5 million to cover the eo~t of 

construction· equipment and fees. The Colombians are supplying the local 

funds estimated to equal $28 million. It appears that for· the first time 

the country will have a system of well-built roads and Colombians will be 

trained to maintain a%ld extenQ. them. 

With the road program '2?lder way. we have been asked by the Colombians 

to consider the financing of a missing link in the railroad system and to 

secure for them experts to work out a new setup and management fo:r the 

railroads and a ground organization for civil aviation. Within the cOllling 

weeks ,.,e are sending down a partner of an important invest111ent banking firm 

to study with the Colomblans the development of seC\l,r ity markets and of 

institutions to assist in lo~term fin8.llc1ng of all types of private 
. . 

enterprise. These are indications of how we are supplementing our loan 
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operations wi t}-4 assi .,tance in the f!8l.P.S of organization, management and the 

promotion of private ,apital activities, 

El Salvador is the smallest country in Central America., depending 

e1most entirely on coffee. They have no coal, no oil, And the forests have 

been cut down for fuel. Only with ~roelectric power can they hope to 

develop and diversify their economy. One of our leading American engineering 

firms worked out plans for a power project on the Rio Lempa.. Revenues from 

coffee exports "Provide dollars to service a loa.n. We were prepared to make 

it. However, the Government wished to be sure that its own people looked 

favorably upon incurring a fore:t.gn debt. Before concluding the loan,. it 
I 

appointed a committee of six private citizens and three govenunent officials-

This committee reported. favorably and the loan contract of $12.5 million waa 

signed. However, a condition of the loan was that the Rio Lempa authority 

would raise the additio~ amount of peaos needed to pay t~e local costs. 

They asked our help and we loaned our Director of Marketing to assist Jn 

setting up a bond issue equivalent to $5 million, nearly half of which was 

subscribed by local private investors - something new in that country. 

Well eng!neered and financed, the proje~t is now on its way. 

The loans I hav~ described so far have been made to government agencies. 

1'!e have also been able to make certain loans to "Private corporations, ,.,1th 

the guarantee of their respective governments. 

For many years all the power in Mexico City- . and surrounding area was 

supplied b-.r the Mexican tight and Po"1er Company, largely owned by- Canadian, 

EJ:1€lish and Belgian investors. During the 301 s the company could not secure 

sufficient capital to expand ~ts facilities to keep up with the rapidly 

rising demand. Therefore, the Me~ican Governmeni in 1938 set up a Federal 

Elect ricity Commission to build generating facilities, most of the power to 



-8-

be sold to Mexlight for retail distribution. In 1948, both the company 

and the commission applied to us ·for loans. · The company ?8,d a complex 

and unsatisfactory financial setup which, in our opinion, required 

reorgtl,Jlization. Moreover, the rates which the company had been allowed 

,.,el'e· ·inadequate to support its expansion. As the result of our advice, 
. .. 

the company· wa.s reorganized, more adequate rates were granted by the Mexican 
' . . 

Government and· we made · iwo loans totaling $50 million. one to the company . .. 
.~ ! 

and the other to the commission. Mexico's power facilities are rapidly 

being ~xpanded through a combination of public and Private organizations. . . . ~ 

Fu.rthel'Jll,Ore, as a means of encour~i?Jg private investment, we arranged . . 

with f.ive of the ·leading private banks in Hexico to set \JP a consortium to 

which we·· granted a credit of $10 million. This · is being ~sed to provide 

dollars for the import of eauipment for the expansion of Mexican manufacturing 

industries, to which the banks will advance required peso loans. 

· .. ln 'Brazil we aiso made two loans of $90 mil],ion to the privately 

o,.ined :Brazilian Traction, Light and Power Company, one of the best utility 

companies in the world, as part of a $200 million expans~on program. 

· No"' let• s take a jump to te.at Africa. ~n 1950, in response to an 
. . 

application fi-om Ethiopia for a loan for a variety of purpqses, we . . . 
sent a 7-man team to study the country. The first thiDg our people 

discovered was the virtual impossibility of traveling on Ethiopia's 
" . 

roads. Ten years ago Ethiopia had an excellent road system built ~Y the 

Italians duri11g ·their occupation, but after the war the' roads went back to 

nature. One afternoon at fou.r o1clock our mission started out to visit a 

coffee ·collecting center twent~fi ve miles frOl'll the city of Jimma. After 

two hours they had gone three miles and the jeell was mired do~,n. Directly 

ahead was a Fiat truck aleo mired down. The driver of the truck advised 
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them that the not111al time for the 25-mile trip was from three to five days. 

Thereafte r they made most of their tra.vels by air.· 

Communications are even worse: In a country one-half a&ain as large 

as Texaa and with a population of over 12 million there are some 1700 

telephones~ 1200 of them in the capital, Addis Ababa~ Peo~le wait four 

<, r five days to put through a call to the provinces. 

Passable roads are necessary if farmers are to send their oil seeds• 

coffee~ hide~ and cereals to market within the country and abroad. Impro~ed 

communications are necessary in order to maintain contact and do business .. 

We made three loans to Ethiopia, totaling $8-1/2 million, for road 

cOttetruction,: for teleconmn.uiications and for a development bank• The key 

problem in ali of these situa.tfons was to assure proper management,: Md 

we saw to it that a road autborit7 and a tel~communications authoritr 

were set up,, ea.ch headed 8lld staffed by an adequate number of competent 

Americans.· The development bank, ,,,hich is to grant credits to private 

industry; he.s retained a well--qualU'ied. Eu.ropea,n banker as i is executi'l7e head. 

Ethiopia is a primitive country• but with rich resources. It has a 

temperate climate and a vast ~lateau covered with f ertile topsoil; it 

looks lilce Missies1PP1 delta land. ~ouie parte of the country yield three 

crops a year. There are indications of considerable minerals in the 
. 

The lakes and rivers can be sources of power. With money t rom 

our loans and the willingness to accept foreign advice and management, 

Ethiopia is in a position to move. forwal'd. 

Lr3.st month we· made quite a different kind of loan to Belgium and the 

Belgian Congo; The Congo, too, is an undeveloped country; but under the 

skillful control of the :Selfiane 1 t has already become a large producer of 

copper and other strategic minerals~ Since the war the :Belgians have 
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developed a program for the all-around development of the colony-. In th~ _ten . . 

years 1950 - 1959, the Government expect~ to spend the equivalent a£ $66o 

mil.lion for land and river transportation, ports, electric power, hOUS.in8, 
·. ' . . . . . 
• • • ~ • • .. • • • • ? 

_9chools and other public services. These develoinents ".1111 pa.ye the way for 

_an tnn~w of .I?rivate capital into u,~ning, industry and agriculture. The 

effect of all this development "'111 be to cause ad.di tional demand for all 

typ~s. or goods • . Some, of c~rse, will b~ ~roduced locally, but in a large 
: . . . . . . 

measure reliance will have to be olaced on additional imports and it is t~es~ 
. . ·i. . • - . . · ... 

imports which our loan of $40 million to the Congo will help to provide for. - ,, . . .. . . . ., . . ' . 

It will be used to pay for importe of all kinds~ capital goods used 
' • I ' • • 

_direc~ly for de~elopnent, ra,,, materials for new factories and consume~ g~ods 

to mee_t the demand caused by higher employment and wages. 

... In ad.di tion, Belgium will manufacture most ~f the equipment for the 

Congo development program - requiring Belgian imports of raw materials. Our . . ... 

$JO m~llion loan to the Mother Country will assist in financing these imports . . . . . . .... 
as well as the purchas~ of consumer goods to offset infl~tiona~ ef~ects. 

The Bank's mission which visited the Congo this spri!lg reported that .. . 

the development plans .are well laid out and competently administered... We 
'. 

thus fee; Juetified in ~arying the usual pattern of our lending to meet tpe 

needs of this particular ease. 

Ln.st week "'e signed a loan equal to _-328 million to Yugoslavia. This 

transaction has been long under consi~e~ation. Two years ago we sen~ oµt 

a mission headed by our present Loan Director, in~luding engineers, trans

portation and mining speci alist~ , economists and others . They h:ad the 

chance to mov~ about freely and see the c~t~ 1~ detail. Q'b!,i~s:iy, 

there have been manY: Problems to solve in connection w1 th thi~ loal:l, 1:>u:t 

muc? has 1:18,pPen~d 1n these t~o years. ~hich in our opinion has justified it. 
. . 

The governments of the United States, the. United Kingdom and France have agreed 
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to make substantial grants to Yugoslavia for her immediate requirements 

·:over the next twelve or eighteen months, thus putting in the ·equivalent of 

;· equity money. The Yugoslav Government has taken ·our advice as to ·the l:mits 

of a · practical :development program in which she expects to ,pend ~he equivalent 

· of $200 million in foreign exchange in the next three or four years. The 

<:otmtry ha.s already done quite a Job of repairing the damage from the_ war:a.t,.d, 

. -~ addition, has got under we:, a variety of new projects. · Ma.ey, of these old 

and :new enterprises require relatively small ad.di t!onal. imports ot eq-q.iJ!l!Jent 

; .. t-o bring them into prOduction or to increase their output. Our loan \nll 
• 

. turnish key 1 teins needed to complete some thirty projects widely spread· 

·: throughO\\t the country• Th~y include coal and metal tninin&• power, key. 

railway su.ppliee; salt production, ,,,hich feeds ·tl_le addition to ·a soda ash 

pla:nt. which in turn will supply the ~p. pa.per and glas·s factories .. : 

More kraft pa.per production will. provide bags for the ex"C>andecl cemen~ mill, and 

so· on. B1 furnishing $28 million ,.,orth of equipment, we will make it possible 

to improve Yugoslavia's foreign exchange -position by something in the . 

neighborhood of $60 million a year. An unusual feature of this loan is ' that 

it will probably reo:ulre no dollars. Yugoslavia's trade is now largely with 

Western 3u.rope and it is in a better position to repay a loan in European 

currencies than in dollars. We therefore made the loan in sterling, Belgian, 

French and S,dss f~cs, Netherlands guilders, Italian lire, and Danish kroner. 

I think you wtll be interested to know that our staff members who have 

worked with the Yugoslavs have been impressed by the high. caliber of their 

engineers and the coneide~ble skill w1 th ,.,hich their projects have .been · 

developed. Fui-thermore, they readily acce-pted every arrangement which we 

proposed for close consultation regarding theiT futu~e borrowing, development 

plans and cheeki~ . of the use o! our loan proceeda. 
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I have tried b;r these varied illustrations to show how the Bank is 

doing · its job • . Accepting the risks. which· are ·inherent in tod~1 s 

troubled world. we are getting all available information; using: the best 

bra.ins and experience we can find, and 'applying sound principles and 

practices to this lru.sinese of :t'oreigp. ' lending. He are supplelllenting our 

loans ,dth advice, and ··in some cases condiUoning them on improvements 

in financial prac,ices and the introduction of bette~ .management and 

technical methods .. · We are insisting on a maxim\lJll of effor.t from our 

borrowers. 

Al.reQ.dy our loans are producing results in the 'form of more food, 

mo!'e pawer. to tu-r:n the wheels of industry, and improved railroads and 

highways and ports, to speed the mov~ent of goods within ·o.ountr1es and into 

the sti-eam of internati~nal trade. Tfe are putti:Qg monelt to work to get 

more produetion. . We are. I believ~, helping to bring bett·er ·standards ·ot 

living _and gre~t~r econom.ic· strength to people wh.o ·,,ant a free and· a 

materially better life for themselves. 

P 5l63 
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I am glad of the opportunity of beins with many old friends here this evening, 

and to join with you in your observance of Pan American Week. As you know, the 

Foreign Ministers of the American Republics have just concluded a full-dress con• 

ference in Wash1Dston. The countries to the south have agreed to take on larger 

responsibilities for their own defense, and to stress production of raw materials · 

useful to defense. The United States, for its part, has agreed to give as much help 

as it can, in the form of goods and technical assistance, to further economic pro

gress in these countries. Economic development is considered to be an important 

part of Hemisphere preparedness. 

"Economic development also is the main business of the World Bank. We function 

as an international bankins corporation, and most of the Hemisphere countries are 

members and stockholders. Our first loans to less developed countries were made in 

Latin America a little· over three years ago. Since then, we have invested about a 

quarter of a billion dollars in that part of the world. Most of the funds although 

not all -- have been provided by the United States stock subscription or frcm the 

sale of our bonds in the United States. As some of .you know at first-hand who have 

been suppliers to our borrowers, a large part of what has been lent has been used to 

pay for A;ner1can equipment and services. 

When we look today at the Republics to the south, we see both p~oblems and op• 

portun1ties. In spite of grave tensions in the W'orld, there are some basic factors 

in the economic situation which are favorable. Even before the spur of Communist 

aggression in Korea, world production and trade had risen above prewar levels. The 
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Latin AI!leriean countries shared in this achievement. As long ago as last ewmner, 

although they were importing heavily from the United States, they had been able to 
ilnmediately 

eliminate the heavy trade deficits they had run with this country in the years/fol-

lowing the wr. 

The events in Korea have tended to add more plus signs to this arithmetic. 

Alm.oat all of the southern Repub~ics are now getting record prices in the world 

' market for their foodstuffs and raw materials. The prosperity they were beg1nning 

to reach in 1950 has now been coDll)ounded by the economic consequences of Conmituiist 

aggression. 

This ~rosperity, pleasant thoush it is in some respects, has highlishted a 

basic wealmess in the economy of many Latin American nations. As you well know, 

most of them are dependent on only two or three products for their national liveli

hood. Obversely, for supplies of many important manufactured items, they are de

pendent on imports from abroad. They are particularly vulnerable to fluctuations 

in world trade. When there are merely clouds in the economic picture elsewhere, it 

is likely to be raining in Latin .t'unertca. 

The now prosperity in Hemisphere countries is now beginning to build up pres

sures which may become dangero~s. In most of these nations, the immediate problem 

requiring courageous and vigorous action is that of inflation. The problem will be 

eased to the extent that I.atin Alnerica is able to sustain imports of consumer goods 

and productive equi:pinent. There is some promise of obta;tning the latter, at least, 

in the policies which have been enunciated by the United States Government. There 

is also bope in the fact that European manufactures continue to be in good supply, 

and at competitive prices. But the governments to the south of us will themselves 

have to take :primary resonsibility for dealing with this problem of inflation. This 

is a time when they will need extra portions of toughness and skill, in taxation 

and other measures, to keep their economies in balance. 

At the same time I aa I said a few moments ago I this· seems to me to be a time of 

exceptional opportunity. The srowtll of foreign e~change earnines, and the potential 
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increase of savings that can be made from enlarged a.omest:!.c income, provide new as• 

sets for investment in sound economic development. The situation has features which 

should be attractive to fo~eign investors: the improved earnings of these countries 

have increased the creditworthiness of borrowers in Latin America, and have reduced 

the problems dt monetary exchange whi~h have been a deterrent to private investment. 
I . . 

Now; it seems to me, is the time when steps should be taken to broaden the pre-

sent prosper:tt1 of the Hemisphere countries into a future of greater economic eta-

• bility. '1'111~ tuti.ire can be achieved if investment is so applied as to increase the 

variety of I.a.tin American production, to nurture domestic agriculture and industry 

where this can be done efficiently, and, 1n short, to put th~se countries on a 

broader economic base with a rising standard of living. If this could be accompanied 

by an increasing political stability we might confidently expect a sounder partner

ship, in both diplomacy and business, between them and the rest of the free world. 

With that preamble, I would like to turn now to what the International l3ank is 

doing 1n Latin .America. Our objective is to broaden the economic base on which the 

Hemisphere countries operate. We try to assist these countries in two practical 

ways. In the fi~st place, we provide some of the development capital they need --
other 

we make loans to governments, and to/borrowers in Latin .America, for projects of a 

p;i-iority na;ture. In the second place .. - and this is becoming increasingly important 

-- we advise member countries on their develo:p?11ent programming in general. When 

governments so request, we help them to get competent technical assistance in work

ing out a broad program of economic development which is in line With the counteyra 

needs and capabilities. 

Now, as to loans~ Up to the present time, the Bank has loaned $260 million in 

Latin A?llerica. By and large, the purpose of these loans has been to help provide 

basic facilities necessary for increased production. They are financing the import 

of equipment needed for key projects, for projects which can have a catalytic effect 

on many different sectors of a country• s ~conomy. In moet Ia tin .American countries, 

a basic need 1s for elec~ic power, and th~ bulk of our loans has gone for power 
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develo!)ment ... in Brazil, Chile, Colombia., El Salvador, Mexico and Urugu.e.y. We have 
, 

also made loans tor expanding the telephone systems in Brazil and Uruguay, for the 

1lllport of modern asricultural machinery into Chile and Colombia; for assisting small 

and medium-sized businesses in Mexico; and for building up an efficient system of 

highways in Colombia. 

The chain effect which a Bank loan may have is shown by a few examples. Let's 

look first at a project we are helping to finance in a Central Al!lerican country .. 

El saJ.vador. The Bank r.qade a loan of some $12-l million to a government age~cy in 

J!3. Salvador tor hydroelecttic development. This project will double the country's 

supply of electricity. 

The loan became effective last Septe~ber. Now the site of the project is a 

sraphic picture of how a blueprint comes to life. On the banks of the Rio L8lllpa, 1n 

an area which was formerly wilderness, a busy labor camp is in operation. Some 2,00C 

men are at work erecting the ~ and building the power plant, w}lich will be t unneled 

into solid rock. They are operating the heavy equipment which the Bank's loan has 

financed -- cement mu:ers, traotors and so on -- whioh has been brought to the area 

over a specially constructed access road. Our staff members who recently visited the 

project report that it is getting along on schedule. 

'What will be some of the effects of this projeot'l The new power will fill the 

heavy existing demand of established indust;r:1.es, and in anticipation of increased 

power supply, construction has already begun on El Salvador's first cement factory 

and first big fertilizer plant. And a new bank, which will concern itself with the 

improved investment opportunities which are expected to r esult from the increase in 

power, he.a been opened in San Salvador, the capital city, 

Increased power will also facilitate irrigation through the use of pumping sys

tems, and so aid agricultural production. It Will also allow the substitution of hy

droelectric power for more expensive diesel units, ap.d thus save foreign exchange by 

reducing the need f>r importing oil,. An indirect, but 1mportant effect, will be to 

improve ]1 Salvador's transport ~ystem. The new access road which has been cut 
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throush to the dam site will be extended to the Honduran border, and will form en 

important MW :link in the inter-American road network. 

There will be social effects, too. At present such a common necessity as water 

is scarce in El Salvador's cities. The new power supply will make possible adequate 

water as well as lighting for schools, public buildings and homes. 

This gives you a rough idea of how one loan can a:ffect many :phases of a coun

try's econOIJzy" and living standards. I think the Rio Leinpa project will be an im

portant factor in meeting El Salvador's greatest need -- the diversification of her 

economic life. 

In a vastly larger CO\l?ltry -- Brazil -- the Bank has made two loans amounting 

to $105 million. The bulk of this is for development of hydroelectric power. Here 

again, the effects at these loans will be to meet a heavy backlog of demand from 

existing industries and also to turnish power for new industrial and agricultural 

uses. With regard to ultimate uses, our two power loans 1n Brazil present an 

interesting contrast. 

Our largest loan was made to the Brazilian Traction, Lis}lt and Power Company 

which is a well-managed private concern. It is financing equipment needed for some 

very bold engineering operations, 1ncluc11ng the diversion of rivers and construction 

of a series of dams and reservoirs. ~razilian Traction serves the areas of the 

capital, Rio de Janeiro, and Sao Paulo, the "Chicago" of Brazil. These are the 

most highly industrialized, and the fastest developing areas in Latin lllller.lca, con

taining a heavy concentration of Brazilian industry. But if their srowth is to con

tinue, added power supplies are essential. The company's expansion program therefore 

calls for increasing the generating capacity in these areas by 50~. 

Our other power loan in Brazil was made to a publicly owned body, the Sao 

Francisco H~oelectric Company, for a project in an entirely different kind of area. 

It calls for cont"bruction of a power plant on the great Sao Francisco river in the 

northeastern section of the CO\llltry -- the hump of.Brazil which juts out toward 

Africa. The interior of this region is largely undeveloped. The generating capacity 
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pJJ"Ovided by our loan will:meet th~ existing demand for power in the coastal cities 
I 

of the area. Additional geners.tpi-s which c~ be installed in the future can ~e ~ 
basis for considerable eJCI)ans1on of both agricultural and industrial activity on the 

coast and in the hinterland. This project is an important part of the Brazilian 

Government's general development progralll. 

Taken tosetller,. our two x,ower loans to Brazil may be eJCI)ected to have sub

stantial effects on the expansion and diversification of Brazil's economy. 

I would like to give you an example of the effects of another type of loan, in 

Colombia, for the purchase of mode:rn agricultural machinery. We made this loan to 

the Agricultural, Industrial and Mining Bank, an,1 agency of the Govermnent. 'Ihat 

bank, in turn, is selling this equ1pnent to individual farmers throus}l.out Colombia. 

Some of our staff members have just been down to see how this procedure is working. 

They found that the m,achinery is beins used in an eff'octive lll8Ililer. The bank 

is not only eelling equipment to farms where it is badly needed, but has set up 

travel1ng schools which train the farmers in the operation of this equi:pment. 

As a result, some agricultural areas in Colombia are setting into mecher..ized 

production. In~ one area on the northern coastal plain, inodern method.a are beins 

applied to the production of a crop which is still new to Colombia -- cotton. This 

region looks like the frontier boOJ11 communities of our early days. 

Now, I don~t mean to imply that the International Bank can lend these countries 

economic progress, any more than you gentlemen can export it to them. The most 

either of us can do is to help countries and businesses that are doing the!.r best 

to help themselves. The Bank is insistent on this point. The $260 inilllon we have 

lent in Latin Ame~ica, for instance, would not have been made available had not the 

borrowers, in each case, been will1ns to assume a major part of the responsibility 

for the success of their projects. On the whole they have put up the equivalent of 

$1.40 of their money, in both local currency and foreign exohange, for each $1.00 

the Bank has loaned. 
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Sound economic devdopment requires that domestic resources be intelligently ap• 

plied. We do not think that important and steady progress can be made in Latin 

America by any hunt-and-peck approach. For that reason, j;he Bank always looks at 

individual develop!Xlent projects witbin the general perspective of a country•s whole 

economy. We want to know that the projects are of funq.ronental importance .... that 

they will not require capital and human effort that could better be spent ~n some 

other undertaking. We want to lmow that a country's economic polioiee are such as 

to euppox-t progress, and to provide a favorable environment for the individual 

1>roJect. 

This is a point of view which we constantly urge on our member countx-:!.es. We 

have been glad to cooperate with a number of I.a.tin American nations in maldng really 

comprehensive studies of their economic potentialities and problems. To Colombia, 

Cuba and Guatemala, we have sent m,.ssions of experts, sponsored jointly by the Bank 

and the governments of these countries. These missions have thoroushly investigated 

the eoonom:1.c situation in order to write a general prescription of what is feasible 

and practical to improve production and living standards. 

The findings of the ColOlllPian JDiesion, as you know, were :published last fall; 

a non-partisan cOimllittee of eminent Colombians was appointed to recommend specific 

measures based on the m1esion1s findings; and some of these recommendations -- in

c1uding healthy measures against inflation ... have already been put into effect. 

The work of the Cuban and Guatemalan missions is . nearing complet:1,on, and you will 

have a chance to look at their reports within the ne:x.t few months. 

So far, I have been talk:tns chiefly about what the :Bank and its member govern

ments can do, and are doing., to provide what basically are the foundations of in• 

dustry. Obviously there has to be buildipg on these foundations. Ultimately, there 

have to be faotor1es to use the power., plants to process increased agricultural out• 

put, and goods to be moved by the improved transport systems. 

This 1s a field which lllUst be occupied by private enterprise and private in

vestment. As f'a?' as the Bank 1s concerned, this is an illl,'Portant r.-• pe:rhaps ~ most 
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important-· factor in the whole business of economic development. The Bank can 

act, and governments can act. But they can provide no substitute for individual 

initiative -- for the farmer willing to 1ncrease production by improvement of his 

crops and his stock, for the business men who knows that he can make a reasonable 

profit by providing a better product. Nor could the Bank and all its':lmember govern• 

ments ever match the immense capital resources at the disposal of private institutionr 

and private individuals. 

We in the Bank have been interested in working out ways to assist private bus

iness enterprises 1n member countries. Under our charter, we can make a loan to a 

private concern only if we obtain the guarantee of the borrower's sc>vernment. We 

have made such loans to large private power companies, but we are also working out 

ways of financing relatively em.all bus1neseee through local credit institutions. 

In Mexico! think we have developed an effective method of aiding the small 

business man. We have opened a credit to a consortiUin of eight private Mexican banks 

and Naeional Financiera, the official financing agency of the Mencan Gover:cment, 

which will be used to purchase imports which vari~a businesses nee~ to carry °"1,t 

their expansion p~grams. Our funds will be re-lent by the Mexican banks to pri

vate conoec!me;the banks themselves Will provide such loc~l-currency financing as 
desirable 

may br/. Under this arrangement, the conaorti\Ull relieves the International :Bank of 

the burden of screening a multitude of small loan applications . Individual borrowers 

may :receive loans from the consortium ranging from $25 ,ooo to $1 million. Here 1a a 

case in which we are ·actins on OUJ;" belief that the efforts or both small and medium.

sized business entel".Priaea can add up to something sianificant in the economic 

develo:l)Illent of a nation. 

But beyond what the Bank can now do to aeaiat private business, one of the main 

needs of the Latin American countries is for an adequate suppJy of equity capital, 

of direct investment frO!ll sources both at home and abroad. Some very interesting 

reconmendat1ons for meetins this need were made recently by the International Develop

ment Advisory :Soari, headed by Nelson Rookef eller. The report of thi(l Board suggested 
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the establishment of a new International Finance Corporation, to be set up as a sub-

sidiary of the International Bank. As outlined. in the Rockefeller Report, this cor

poration wculd make equity investments abroad, in participation with private investorE 

and also wou1d make loans to private enterprises without a government guarantee. 

We feel that the obJectives of this proposal are both sound and important. At 

the present time, of' course, the Bank camiot, under its charter, use its own f't.mds 

for such investments. But if the United States Government and other governments are 

willing to furnish capital for such a coEl!)orat1on, we would be glad to study the 

matter of broadening our operations to take in this type of activity. 

Personally, I feel that an operation of this sort could be a great stimulus to 

the flow of private oapital -- .American capital., Europeall capital, and capital in the 

developine countries themselves. I think the prQspeot of operating, as it were, in 

partnership with the World Bank would be an attractive one to many investors. A 

corporate instrument of' this kind, I think, could be of great assistance to the 

development process in Latin America. 

Even in the absence of any sucJ;i instrument, it seems to me that direct invest

ment can and shou1d become of increasing importance in Lat:tn America. Ae you know, 

there has been a fair 8lllount of foreign equity investment 1n this part of the world 

for many years. It has gone prilnarily into the production of raw materials, a,,.1ch as 

oil, metals and so on, but also into manufacturing industries. 

The history of such equity investment shows some rough spots. The depression of 

the 19301s, - With the crash of cODlI!lodity prices, the defaults on loans, and mutual . 
hostility between business and government - brought to focus an antagonism toward 

foreign investment. The fact that there had been careless lending 1n the '20e - bad 

loans that made even the good ones difficult to repay - certainly did not help matterE 

As a reeult of all these factors, legislation we.a passed in many La.tip American coun

tries limiting investors• rights and generally restricting foreign investment. At 

the eanie time, otller measures, such as the nationalization of utilities, added to 

general dissatisfaction on the part of .Americ8ll capital. 
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I think one hopeful sisn is the way in which this situation eeems to be clear

ing up in a number of countries. A gradual change has taken place in the general 

attitude of Latin .America towa.J;'d eqi.uty investment. There is a growing realization 

in many of these countries that direct foreign investment can be of great value to 

their dev.el.opnent. We have had assurances of more favorable legislation in various 

countries deallns with such matters as transfer of profits and general investors: -., 

rights. The climate in Latin America ie becoming far more receptive toward foreign 

capital. I am confident that the possibilities for fair and equitable treatment of 

such capital are improving. 

In short, although Iatin ·America continues to have its basic economic problems, 

it also has its opportunities. Let me assure you that the International Bank, fer 

its part, will act to develop and increase these opportunities in every way that i~ 

can. 

Now in the few minutes rema;t.nins, if the Iatin American 4elegates will bear 

with me, I should like to g1ve you a very quick descr;l.ption of the more general oper-

ations of the Bank. We have been in business about five years. We have already 

made a substantial amount of loans - the total now comes to approxilnately one bil• 

lion, one hundred million dollars. These loans, as 1n the case of the Latin Am.ericai 

examples I have given you, have been made for the purpose of increasing production, 

deve1opine resources and raising standards of living. They are devoted to these 

purposes in widely separated areas of the earth. 

Our loans have been lllade in 20 of our member countries on five continents. Our 

total portfolio, naturally, :ts more varied than the Latin American part of it which 

I have been diecue~ing with you. In Western Europe, we have helped provide f1nancin( 

for broad national programs of postwar reconstruction and recovery, involving many 

different kinds of enterprise -- agrj.oulture, shipping, rail transport, steel manu

faeture and so on. In the less developed countries, we have been concerned with such 

projects as highways 1n Ethiopia, flood control in ~q, power development ;t.n India 

and :trrigation in Thailand. 
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In Turkey, there is a rough parallel to our consortium opeX'ation in M$xico; 

we have helped capitalize a new and privately owned industrial devebp:tnent bank in 

Istanbul which 'Will o:pera.te for the benef1 t of smaU and medium-a!zed ente:rprise. 

To both Tul:'key and Iraq, we have sent comprehensive survey missions like those that 

have visited Colotnb1a, Cuba and G1,16temala. 

The Bank ia functioning ~ore end 1110re effectively in a kin4 of .broad partner

ship with p~vate capital. In 1950 for the first time, po~ions of our ldans were 

sold to private il'lVeetors vith~ut our guarantee... A feature of oui- recent tt-ensport 

loan to the Vnion of South Africa wa.s the s1multaneous aotion taken 'by a group of 

.American banks to provide financing to the .Union gove~nt_for purposes related to 

that loan. 

Our own dollar bonds have been well established in the American securities mar,• 

ket. We have sold 300 million dolla:t:"S' vorth; and as some of you kn.ow, the demand 

of investors for our 50•mil11on dollar 1ssue of last February substantially exceeded 

the supply. An interesting feature of t}l1e particular issue -was that $3 million of 

bonds we~e bought by investors outside the United States.· Furthermore, a total of 

more than $20 million worth of OUJ:" bonds have been purchased in Europe, Ia.tin J\!!!erica 

and Asia, predominantly by cen,tral banks. 

We have been exploring and indeed, have had some experience in, foreign markets. 

We have placed two issues, for the Swias•franc equivalent of a littl$ more than $10 

million in Switzerland. At an appropriate time, and. as our needs require, we in• 

tend to enter other markets outside the United States. We also intend to be irt the 

American market as often as OUl' lending operations make it necessary :f"or us to raise · 

new dollar funds, perhaps two or three times a year. l3arrlng unforeseen eventu• 

alit1es, I think both the Bank and its borrowers may rely on a continuous flow of 

funds from private investors, in the United States and elsewhere. 

Gentlemen, I would like to close by stating what, to me, is a very strong 

belief• This matter of sound economic development is of the utmost importance --



.. 12 .. 

/ 
to the United States, as well as to the underdeveloped nations. The entire free 

world is facing the blatant challense of aggression. We are buildins up our mili

tary strensth to meet this challenge. This is an urgent task: I believe that 

economic development is an ~gent matter., too. It will,! think., play an im:Portant 
1 

part in our defense. One of the most effective ways to meet this threat of the 

totalitarians ia to help the millions of people in the underdeveloped areas to in

crease their human and material resources, to achieve a better way of 1.1.te, and 

gradually to reach a more responsible and stable political and social balance. It 

is a slow process. It should be handled on a businesa•~llke., realistic basis, whfoh 

demands that these people do all they can for themselves "8 the condition of outs:!.d~ 

aid. 

I believe that development, measured by these standards, can go forward side by 

side with rearmament. It is not a question of "either -- or." The productive cap

acity of the United States, and ot the industrial nati o~s o~ the West, is great in

deed. Fra.n an over-all point of view, ~ aru confident that we can produce ade~uate 

su.ppliea of :mate:t'ials needed. for both m111 Ji;aey daf ens a and for a reasonable amount 

of economic ~velopX!l8nt. I believe that such develorm~nt can be an important factor 

in the present struggle of t!le free world against ·its enemies. 
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BANCO INTERNACIONAL DE PZCONSTRUCCION Y F01.1ENTO 

DISCURSO PRONUNCLillO POR RQBERT L. GiJWER, VICE?RI:SIDENTE 
DEL DANCO INTERlt"i.ClOIIAL DE ID;CONSTRUCCION Y :B'OMENTO 

ANTE IA 11 FOI/EIGN TRADERS ASbOCIA'l'IOI'l" 
EN FILADELFIA, EL 13 DE ABRIL DE 1951. 

Me complace hallarme aqui esta noche en compam.a de muchos 
viejos amigos, y unirme a uetedes en la observancia de la Semana 
Panamericana. Como ustedes saben, los Cancilleres de las Republi• 
cas Americanas acaban de concluir una reunion en liashington. Los 
paises al sur de los Estados Unidos ban convenido en as1.llUir mayores 
responsabilidades para su propia defensa yen acelerar la producci6n 
de materias primas utiles para ese fin. Los Estados Unidos, por su 
parte, han convenido en dar ouanta ~da puedan en forma de bienes 
y asistencia tecnica, con miras a incrementar el progreso econ6mico 
de esos pa:!.ses. El desarrollo economico esta considerado como parte 
importante de la preparaci6n del Hemisferio. 

Ese desarrollo econ6mico es tambien la principal tarea del . 
Banco llundial. Nosotros funcionamos como empresa bancaria interna
cional y Im,1chos de los paises del Hem:i.sferio son socios y accib
nistas del Bar.co. Nuestrcs primeros prestamos para paises sub
desarrollados fueron hechos a la .America :t,a.tina hace mas de tres 
anos. Desde entonces, hemos invertido mas de 250 mil!ones de 
dolares en este sectqr del mun do. Muchos de · las f ondos ... aun 
cuando no todos - han salido de la suscripci6n de capital hecha p~r 
los Estados Unidos ode la venta de bonoe en este pa!s. Como lo 
saben aquellos de usted.es que han sido abastecedores de nuestros 
prestatarios, buena parte de los prestamos han side usados para 
pagar equipos y servicios norteamericanos. 

Al pasarle revista a las republicas hermanas, se perciben 
a la vez problemas y oportunidades. A pesar de las graves ten
siones del mundo, hay algunos factores basicos de la situacion 
econ6mica que son favorables. Aun antes del avance de la agresion 
comunista en Corea, la producci6n mundial y el conercio hab!an 
llegado a niveles superiores a los de preguerra. Los pa.ises 
latinoamericanos tienen parte · en ello. Ya a mediados del a.no 
pasado, ya pesar de q~e estaban importando intensamente de los 
Estados Unidos, estuvi~ron en posici6n de eliminar las deficit 
del comercio en que habian incurrido, con relaci6n a los Estados 
Unidos, en los afios posteriores a la guerra. 

Los sucesos de Corea han aumentado aun mas estas cifras. 
Casi todas las republicas del sur han logrado precios mas altos 
para sus productos agricolas y sus materias primas. La prospe
ridad que habian comenzado a lograr en 19.50, ha venido a su.f'rir 
ahora las consecuencias economicas de la agresi6n comunista. 
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Esta pros;,eridad1 por placentera gue sea en alguno_s as
pectos, ha hecho resaltar la debilidad basica de la economia 
de muchas de las nactones latinoamericanas. Como ustedes bien 
lo saben, muchas de ellas dependen para la subsistencia nacio
nal de solo dos o tres productos, Por el contrario, para los 
suministros de muchos importari.tes elementos m.anufacturados, 
depend.en de las importaciones. Son particularmente vulnerables 
a las fluctuaciones del mercado mundial. Cuando apenas hay 
nubes en el paisaje econ6mico en otras partes, lo probable es 
que ya este lloviendo en la America Latina. 

La nueva prosperidad de los paises del Hemisferio ha 
comenzado a incrementar ciertas presiones que pueden llegar a 
ser peligro~as. En la mayor!a de ellos, el problema irunediato 
de la inflaoion requiere una accion vigorosa y valerosa. El 
problema. ha de ceder hasta el punto en que la America lia,tina 
pueda rnantener stls importaciones de bienes de consumo y de 
equipo productor. Hay alguna perspectiva favorable para ello, 
por lo menos a la luz de la pol!tioa recientemente enunciada 
por el Gobierno de los Estados Unidos. 

Tambien infunde esperanzas el heeho de que las manu
facturas europeas contin~an en buena proch,tccion a precios de 
competencia. Pero los gobiernos del sur han de asumir ellos 
mismos la prtmordia..1 responsabilidad de enf~entarse al proble~ 
ma de la inflaci6n. En los tiempos que corren, han de necasiw 
tar especial. enduranza y habilidad en cuanto a impuestos y 
otras medidas para raantener equ;i.libradas sus economias. Al 
mismo tiempo, · como lo dije hace pocos momentoa, esta apoea 
parece presentar oportunidades excepci onales. Del crecimien
to de las ganancias en cambio exterior y del incremento poten
cial del ahorro puede resnltar el enr;.quecimiento de la :renta 
nacional, que provean nuevos haberes de inversi6n y un sano 
desarrollo econ6mico. La situacion t i ene aspectos at rayent es 
para los inversionista~ extranj eros: Las ma~,rores ganancl as 
de estos paises han venido a robustecer el credito de los 
prestat.arios de la Ame~ica Latina y han reducido los proble
mas de cambio que han sido uno de los i nconvenientes para 
las inversiones privadas. 

Creo yo que ha llegado el momento en que deban darse 
los pasos necesarios para incrementar la actual prosperidad 
de los pa:!ses del Hemis.f erio hacia un futuro de mayor estabi
lidad economica. Esto podr!a lograrse si las inversiones 
nuevas se aplicaran a aumontar la variedad de la producci6n 
latinoamericana; a incrementar la agricul.t1.1ra y la industria 
locales donde ello sea posible; y, en breve, a colocar estos 
paises sobre bases econotid.cas mas holeadas con el levanta, ... 
miento del nivel de v:ida. Si esto pudiera ir acompanado de 
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una mayor estabilidad politica, podr:!amos confiar en que nues
tras relaciones, tanto en la diplomacia como en los negocios, 
han de nejorar entre ellos y el resto del mundo . 

Con ese preAmbulo, quisiera volver los ojos hacia lo que 
el Banco Internacional esta haciendo en la Am~rica Latina. 
Nuestro objetivo es ensanchar la base economica sobre la cual 
trabajan esos paises. Estamos empenados en ayudarles en dos 
formas practicas. En primer termi.110, proveemos parte del 
capital que necesitan: hacemos prestamos a los gobiernos y 
a otros prestatarios de la America Latina para proyectos 
urgentes. En segundo termino, - y esto crece todos los d:!as 
en importancia - aconseja.m.os a los pa:!ses en la elaboraci6n 
de sus prograrnas generales de fomento. Cuando los gobiernos· 
asi lo solicitan, les ayudamos a conseguir a.yuda tecnica com~ 
petente para elaborar sus programas de desarrollo econ6mico, 
de acuerdo con .las necesidades y capacidades naci~nales. · 

Toquemos ahora el punto de los emprestitos. Hasta el 
momento, el Banco ha prestado 26o millones de d6lares en la 
America Latina. En general, el prop6sito de estos prestamos 
ha sido ayudar a crear·las facilidades basicas necesarias para 
aumentar la producci6n. Los pr6stamos estan financiando la 
importaci6n del equipo que se necesita para proyectos clave~, 
para proyectos que pueden tener un efecto catal!tico en muchoe 
sectores di!erentes de la econom!a nacional. En muchos pa:!ses 
de la Ant6rica Latin~ es fundamental la necesidad de aumentar 
la producoi6n de tuer;i electrtca y buena pc»"te de nuestros 
prestamos han sido a ello destinados - en el Brasil, Chile, • 
Colombia, El: Salvador, ~xico y el Uruguay. 

Tambien hemos hecho pr&stamos para expandir las red.es 
telefonicas del Brasil y el Urug~ay; para la importaci6n de ma
quinaria agr!cola moderna a Chile ya Colombia; para ayudar· a 
los industriales medianos y pequenos en Mexico; y ·para cons
truir una red eficiente de carreteras en Colombia. 

Algunos ejemplos pueden ilustrar el efecto ·de cadena 
que un prestamo del Banco puede tener: Tomemos por caso'un 
proyecto que estamos ayudando a financiar en El Salvado~. 
El Banco hizo un pr&stamo de al.rededor de 12 1/2 millones a 
una agencia de ese gobierno, para fuerza el,ctrica. El pro
yecto dup~ioarA la producci6n de electricidad en el pa!s • . 

El prestamo se hizo efectivo en septiem~re pas2.do. 
El sitio del proyecto es un ejemplo grafico de c6:r.o ,m plan 
puede convertirse en una realidad. En las riberas del Rio 
Lempa, en una Area que antes era la selva inhabitada, hay un 
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campamento en plena actividad. Como 21000 obreros estan empe
fiados en la construccion de la presa·y de la planta electrica 
que esta siendo cavada en plena roca. Estos obreros manejan 
el equipo pesado que el prestamo del Banco ha financiado -
mezcladoras de cemento, tractores y demas - que han sido lle
vado al 4rea por una carretera construida especialmente con tal 
fin. 

Los i'uncionarios del Banco que estuvieron alli. reciente
mente in!orman que todo marcha de acuerdo con el program.a. 
icuales seran algtUtos de los efectos del proyecto? La nueva 
fuerza electrica suplira la demanda atrasada de las industrias 
ya establecidas, y, en anticipaci6n de un abastecimiento mayor 
de electricidad, ya empez6 -1a construcci8n dei la primera · 
planta de cemento y de la primera planta de abonos. Yun nue
vo Banco que se preocupara especialmente de las oportunidades 
de inv~rsi6n, que han de surgir, ha sido establecido en San 
Salvador, la ciudad capital. 

El aumento de fuerza el~ctrica facilitara la irrigaci6n 
mediante el uso de sistema de bombas, con lo cual, a su turno, 
se aumentara la producci6n agricola. Tambien podran montarse 
nuevas unidades diesel con la economia de cambio extranjero 
resultante de la reduccion en las necesidades de irnportaci6n 
de petr6leo. Un efeoto indirecto, pero iroportante, ha de ser 
la mejora de transportes salvadorefios. La n~eva carretera 
que va al sitio de la presa ser! extendida hasta la !rontera 
con Honduras y sera un eslab6n mas en la red interamericana 
de carreteras. 

Tambien producira el prestamo resultados sociales. Hoy 
por hoy, una necesidad tan corriente como la del agua escasea 
en muchas ciudades,. La nueva planta electrica har! posible 
mejorar las aguas y el alumbrado de las escuelas, los editi
cios p,.~blicos y los domicilios. E~to dara una idea de con
junto de c6mo un e.."Iprestito puede afectar muchas fases de la 
economia de un pais y su nivel de vida. Yo creo que el pro
yecto del Rio Lempa ha de ser un factor importante para 
resolver la principal necesidad"salvadorefia que es la diver• 
sificacion de su vida econ6mica. 

En un pa!s mucho mas grande, el Brasil , el .Banco ha 
colocado dos prestamos que montan a ~l05 millones. En su 
mayoria este dinero esta destinado al incremento de fuerza 
electrica. Aqui tambien los efectoa de los prestamos han de 
ser el abastecimiento de una demanda atrasada de las indus~ 
trias ya existentes y tambien el suministro de fuerza elec
trica para nuevos usos industriales y agricolas. Por lo que 
hace a su uso final, los dos prestamos hechos al Brasil 
ofrecen un contraste interesante. 
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El principal. fue hecho a la Brazilian Traction, "Light and 

Povrer Co •. , una entidad particular muy bien administrada . Se des
tin6 a financiar la adquisici6n de equipo necesario para ciertas 
atrevidas obras de ingenieria que incluyen ·el desvio de las aguas 
de algunos rios y la construcci6n· de una serie de exclusas y lagos 
arti!ici~les de almacenaje de aguas. La Brazilian Traction sirve 
las areas de Rio de Janeiro y tarnbien de Sao Pablo, el Chicago 
del Drasil, . que son los centros mas industrializados y de mas 
rapido desarrollo en toda'la America Latina donde esta concentra
da la industria brasilena. Y si su crecimiento ha de continuar, 
~ores seran las necesidades de fuerza electrica. El progra~a 
de e~Jansi6n de la compafiia, .por consiguiente, .trata de lograr 
un incremento del 50 por ciento en la capacidad generadora. 

El otro prestamo para desarrollo electrico en .el Brasil. 
fue hecho a una entidad publica , la Compan!a Hiclroelectrica de 
San Francisco, para un proyecto en una regi6n completamente dis
tinta de la interior. . Alli sera preciso construir una planta de 
fuerza s6ore·e1 gran R!o San Francisco, en la parte nordeste· de 
la republica . El interior de esta regi6n esta muy poco desa
rrollado. La nueva fuerza ir! a suplir las demandas de las 
ciudades de la costa • . Los generadores adicionales que puedan · 
instalarse en el futuro seran la base para una expansi6n consi
derable tanto de la actividad agricola c01Jo la industrial en la 
costa yen el interior. El proyecto forma parte del programa 
general de f~nento del gobierno brasileno. 

lii.rados en conju.nto I los dos prestamos , que hemos hecho 
al Brasil han de tener gtande influencia en la diversificaci6n 
de la industria nacional. 

Quisiera dar a ustedes tambi~n un ejemplo de los efectos 
producidos por otros tipos de prlstarn6s~ en Colombia, para la 
compra de maquinaria agricola moderna . El cre~ito se conce- · 
dio a la Caja de "Credito Agrario Industrial y Minero, una agen:. 
cia del Gobierno • . La Caja, a su turn6, vende el equipo a agri
cultores individuales de todo el pa!s . Aleunos de nuestros · 
funcionarios han e~tado sobre el terreno observando c6mo fun
ciona el asunto . Ellos nos info!'!iia!l que la. maquimu:ia se usa 
en forma muy efectiva. La Caja no solo esta vendtendo equipo· 
a los agricultores en las regiones donde se necesita de urgen
cia, sino que ha r.ioni;.ado e:reuelas m6viles para ensefiar a los 
a~icultores el manejo del equipo. 

Como resultado, algunas areas agr!colas de Colombia han 
sido convertidas a la producci6n y mecanizadas . En un area de 
las sabanas del norte, los meto~os modernos han sido aplicados 
a la producci6n de algod6n., cosecha todav!a· nueva en Colombia. 
Hoy d!a eata region recuerda el auge de las coniunidades dis
tantes de los Estados Unidos hace alglin tiempo. , 
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Pero ello no quiere decir que el Banco Internacional pue
da prestarle a los paises el progreso econ6mico que necesitan, 
asi como ustedes no pueden exportarselo. Lo masque podemos 
hacer, tanto ustedes como nosotros, es ~'Udarle a los paises 
y a las empresas que se preocupan de su propio progreso. A 
este respecto, el Banco es muy insistente. Los 260 millones 
prestados en la America Latina, por ejempJ.o 110 hubieran sido 
puestos a sus 6rdenes silos prestamistas, en todos y cac'!a. 
uno de los casos, no hubieran estado dispuestos a asumir la' 
mayor parte de las reeponsabilidades en el ~xito de los pro
yectos. Por regla general, ellos han invertido el equivalente 
de $1.40 de su propio dinero, tanto en moneda local como en 
cambio exterior, por cada Jl que el Banco les ha prestado. 

Un sar-o desarrollo econ6mico requiere que los recursos 
internos sean inteligentemente utilizados. No creemos que 
pueda lograrse un progreso importante y sistematico en los 
paises latinoamertcanos por procedim:ientos improvisados y 
carentes de metodo. Por ello el Banco estudia los proyectos 
aislados a la luz de su perspectiva general dentro del todo 
de una economia nacional. Nos gusta estar seguros de que los 
proyectos son de importancia fundamental - que no han de re
querir ni capital ni esfuerzo hwnano que podrian emplearse 
mejor en otras em,resas. Nos gusta convencernos de que la 
politica economica de un pa.is determinado es progresista y 
que crea un ambiente favorable para un determinado proyecto. 

Este es un punto ' en el cual insistimos constantemente 
con los paises miembros. I'fos ha complaci'do coo,erar con 
varios paises latinoamericanos al hacer estudios comprensi
vos de sus potencialidades y probabilidades economicas. A 
Colombia, Cuba y Guatemala hemos enviado Misiones de expertos 
bajo el patrocinio conjunto del Banco y del respect;i6o Gobier
no. Estas lJisiones han investigado pormenorizadamente la 
situacion economica para hacer una prescripci6n general de lo 
que es factible y practico ·de realizar para mejorar la pro
duccion y el nivel de vida. 

El In:forme de la Mision enviada a Colombia, como uste
des saben, fue publicado a fines del aflo pasado; un Comite 
bipartito de eminentes colombianos fue nombrado para reco
mendar medidas especificas basadas en los estudios de la 
Uision, y algunas de estas recomendaciones - inclusive algu
nas sanas medidas contra la inflaci6n - han sido pµestas ya 
en marcha. El trabajo de las Misiones enviadas a Cuba y 
Guatemala est! proximo a terminarse y dentro de pocos meses 
ustedea podran estudiar los informes por ellas rendidos. 
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Hasta ahora, he venido hablando principalmente de lo 
que el Banco y los gobiernos miembros pueden hacer y estan' 
haciendo para proveer lo que b~sicamente constituye elf~~
damento de la industria . Es obvio que algo hay que cons
truir sobre esos i'undamentos . En ultimo termino, tiene que 
haber fabricas que usen la fuerza, plantas que procesen la 
mayor productividad agricola y mercader!as que recorran las 
redes de transporte ya mejoradas . ~n estos campos de accion 
las inversiones y la iniciati va corresponden a las empresas 
privadas . Por lo que hace al Danco, este es un aspecto im
portante, quiza el mas importante , de todo el proceso de 
desarrollo economico. El Banco puede poner su parte y los 
gobiernos la suya; pero ni uno ni otro pueden substituir la 
i niciativa individual - para que el campesino aumente su pro
duccion con la rnejora de sus sembrados y de sus ganados; para 
el hombre de negocios que sabe que podria lograr mayores ga
nancias si produjera un articulo mejor . Tampoco poclr!an m. 
el Banco ni los oaises miembros rivalizar con los inmensos 
recurses de capital a disposici6n de las instituciones pri
vadas y de los indiViduos . 

Nos hemes preacu"!')ado mucho en el Banco de hallar la 
manera de ayudar a las em,resas privadas en los paises miem
bros . De acuerdo con la Carta , s6lo pode~os hacer prestamos 
a empresas particulares si obtenemos la garantia del gobier
no respectivo . Hemos'hecho ,restamos de esta clase a 8ran- · 
des empresas privacas . Ahor~ nos preooupamos de ver c6mo po
demos poner el creditq al alcance de laa empresas pequefias a 
traves de instituciones locales de credito. 

Creemos que en I~xico hemos llegado ya a una buena 
formula para ayudar al pequeno hombre de negocios. Hemos 
abierto un crocli.to a un consorcio de ocho bancos mexican6s 
ya la Nacional Financiera, agencia oficial del Gobierno. 
Esta linea de credito sera usada para !inancil;U' las impor~ 
taciones necesarias para que las empresas de negooios puedan 
l levar adelante sus programas de expansion. Nuestros fondos 
seraire-prestados por los bancos mexicanos a entidades pri
vadas y los mismos bancos de I~xico se har4n cai"go de finan
ciar las sumas en moneda local necesarias para complementar 
las empresas . De acuerdo con este arreglo, el consorcio 
rel eva al Banco Internacional del trabajo de analizar un 
crecido numero de pequefias sQlicitudes de prestamos . Los 
prestatarios individuales obtendran del oonsorcio cantidades 
entre ~25,000 y ~.>l, OC0,000. Nos ha llevado a realizar esta 
operaci6n el convencimiento de que las empresas pequefias y 
medianas pueden contribuir en forma signi!icativa al desa~ 
rrollo econ6mico de un pais . 
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Pero ademas de lo que el Banco puede hacer en la actua
l idad para ayudarle a las empresas privadas , una de las prin
cipales necesidades de los paises'latinoamericanos es obtener 
suficientes cantidades de capital de inversi6n, 'procedentes 
tanto del extranjero como del interior del pais . Algunas re
comendaciones interesantes en extreme para llenar esta necesi
dad fueron hechas recientemente por el International Develop
ment Advisory Board que encabeza i.Jelson Rockefeller . tl inf or
me de este grupo sugiere el establecimiento de una nueva Corpo
raci6n Financiera Internac:i.onal. 1 a manera de subsidiaria del 
Banco Internacional . Como lo dice el informe de Rockefeller, 
esta corporaci6n haria inversiones directas en el exterior1 en 
participaci6n con inversionistas privado5 y tambien haria pres
tames a entidades privadas sin la garant!a de los gobiernos . 

En nuestro sentir los objetivos de esta propuesta son a 
la vez acertados e importantes . Desde luego , el Banco no puede, 
actualmente, de acuerdo oon la cai~ta, usar sus fondos para e~ta 
clase de inversiones; pero si el Gobierno de los Estados Unidos 
y otros gobiernos desearan suministrar el capital para una cor~ 
poracion de esa !nctole, r.os proporcionar!a el mayor grado estu~ 
diar la rnanera de ampliar nuestras operaciones incluyendo esta 
clase de actividades . 

Personalmente , yo creo que una operaci6n de esta clase 
habra de' constituir un gran estimulo para el flujo del capital 
privado - capital americano, europeo, y de lo~ mismos paises 
por desarrollar. Crea que la perspectiva de tra'bajar con el 
Banco Lundial como socio es atrayente para rnuchos :uiversionis~ 
tas . Un instrumento de coo~eracion de esta !ndole , en mi sen~ 
tir, ser!a utilisimo para el proceso del desarrollo latinoame
ricano. 

Aun sin tal instrumento, me parece que las inversiones 
directas pueden y deben crecer en importancia en la America 
Latina. Como ustedes saben, desde hace anos, ha habido una 
apreciable cantidad de inversiones de capital privado en este 
sector del mundo . En primer termino, el capital se dedico a 
la produccion de materias primas tales como petl'6leo, meta!es, 
etcetera; pero tambien busco las industrias manufactureras • .. 

'La historia de estas inversiones tiene p!ginas lamen
tables . La depresi6n de 1930 - con el desastre de los precios , 
la moratoria de los emprestitos y la hostilidad mutua entre 
los hombres de negocios y el gobierno - produjo un antagonismo 
hacia la inversi6n extranjera. El hecho de que se coneedieran 
pr~stamos descu.idados en la decad.a de los 20 ~ malos emprestitos, 
que hicieron que aun los buenos fueran dificiles de pagar - , no 
contribuy61 en verdad, a facil:itar el problema. Como resu.ltado 
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de todos estos tactores, auehos pa!ses latiaoamerieanos toma
ron medidas limitativas de los derechos de los inversioni$tas 
y, en general, restringieron las inversiones extranjeras. 
Asimismo, otras medidas tales com& la nacionalizacion de las 
utilidades, eontribuyeron al descontento general por parte del 
capital estadinense. 

Pero creo que hay motives para el optimismo al ver la 
manera·como la situacion parece estar aclar!ndose en muchos 
paises. Vn cambio gradual se ha verit'icado en la actitud de 
la America Latina hacia la inversi6n directa. Las gentes se 
dan cuenta paulatinamente m!s clara de que la inversi6n direc
ta extranjera puede ser de gran valor para su desarrollo. Se' 
nos ha asegurado que varios paises a~o?taran legislaci6n tavo-
rable con respecto a asl,1.ntos tales como la exi,ortaci6n de· 
utilidades y los derechos generales de los inversionistas . 
No hay duda de que all! ha mejorado el cl!ma receptivo del 
capital extranjero y yo ·contio en que las posibilidades de 
un trata,u.ento equitativo y Justo de ese capital han de mej or~. 

En breve, a pesar de que la America Latina continua te .. 
niendo problemas eoon6micos b!sicos, tamb!en presenta oportuni
dades. Pueden ustedef e.star seguros de que el Banco Interna
cional, por su parte, ha de trabajar constantemente para 
desarrollar e incrementar estas oportunidades. 

Ahora, y para concluir, quisiera que los Delegados de 
la America Latina me presten su atencion para hacerles una 
descripcion de la forma como el Banco !unciona , en general. 
~stamos en el quinto afio de nuestros trabajos. Hasta el pre• 
sente hemos hecho prestamos en cantidades su.stanci ales que 
suben aproximadamente a 1,100 millcne& de dolares. · Estos 
prestamos, como en el caso de los ejemplos que he dado de la 
America Latina, han sido hechos con el :_:>roposito de incremen .. 
tar la producci6n, desarrollar los recursos naturales y levan
tar el nivel de vida. A estos prop6sitos han sido encaminados 
los pr~stamos hechos en areas en todos los rincones del mundo. 

Veinte de los paises miembros en cinco continentes estan 
utilizando nuestros prestamos . En otros continentes hemos he• 
cho pr~stamos de indole r.ruy diferente a los de la America 
Latina. En la ~uropa Occidental contribuimos a financiar 
amplios proGramas nacionales de reconstrucci6n de postgue:rra 
que han abarcado muchas empresas diversas - agricultura, nave. 
gacio~, transporte ferreo, manufacturas de acero, etcetera. 
~n paises menos desarrollados nos hemos ocupado de proyectos 
tales como las carreteras de Etiop!a, el control de inunda
ciones en Iraq, el desarrollo hidroel~ctrico de la India, y 
la irrigacion de Tailandi.a. 
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En Turqui.a hem.os creado un consorcio un tanto .similar al 
e$tabl-ecido en l:iexico; her.ios .ayuda:clo en la capi-talizacion de un 
nuevo b.anco privado para el desarrollo .industrial en Jstambul., 
que ha de ·ru.'lcionar en beneficio de las empresas de tip·o .rnedio 

.Y pequefio_. 

Tanto .a Turquia como .a Iraq, hemos enviado i-Iisiones para 
estudios comprensivos parecido.s a las que enviamos a Colombia-, 
a Cuba y _a Guatemala. 

El ·Banco funciona cada vez ·ni!s en una espeeie de arnplia 
asociaci"6n con el capital privado.. En ·1950, por la primera ve.z., 
pa.rte de nuestros prestamos -fueron vendidos a inversionistas 
privl;ldos sin nuestra garantfa. Un aspecto-intere_sente del pres.;. 
tamo que hicimos recientemente a la Union ci,e Sud Africa para 
transporte~ fue la acci6n s:l.Imtlt!nea tomada P,Or un grupo de 
banqueros americanos para !inanciar en la Union·ciertos pro
yectos del gobierno relacionados con el nuestro .• 

l'fues-tros bonos en dolares han conquistado ya un mercado 
seguro en los Estados Unidos. Hemos colocado JOO millones de 
d6lares; y, como alg\Ulos de ·ustedes saben, . la demanda de los 
inve~sionistas para la em.i.si6n de 50 rnillones de dolares en 
!ebrero pasado, sobrepas6 en mucho la oferta. Un aspecto inte~ 
re"Gante de esta emisi6n fue que 3 millones de bonos fueron com
prados por tnversionistas de fu~ra de los Estados Unidos • 
.ft;Qenras, un total de mas de 20 millones de bonos nuestros han 'sicio 
colocados en ~opa, en la America Latina yen Asia, en su ·mayo
r!a entre los Bancos Centrales. 

Ilemos venido ex,lorando y creemos tener ya alguna expe-
. r;i. encia en los mercados extranj eros .• Hemos colocado dos emi
s;iones en Suiza, en francos suizos, equivalentes a Wl poco mas 
de 10 fllillones de d6lares. A su d.ebido tiempo; y a meclida que 
la~ necesidades as! lo requieran, hemos de intentar la .venta 
de otras emisiones fuera de los Eetados Unidos. T~nbien nos 
proponemos acudir al mercado americano cada vez que nuestrae 
operaeiones de prestamos lo hagan necesario para aumentar las 
disponibilidades en dolares. Esto ha de ocurrir una o dos 
veces por ano. A menos que hayan circunstancias. imprevisibles 
hoy, yo creo que tanto el ~nco como sus prestatarios pueden 
conf'iar en un flujo continuo de fondos de los inversionistas 
privados, tanto en los Estados Unidos como en otros pa!ses. 

Quisiera terini.nar relatando algo que para mi constit-uye 
una firme ~reencia. Esta cuesti6n de lograr un $ano desarrollo 
ecQnomico es q.e la mayo~ i!?t!)ortanci.a1 tanto para los E-stados 
Unidos como para los puses subd.esarr6llados. Todo el mundo 
libre esta hoy expuesto a la agrest6n. Estamos incrementando 
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nuestra preparacion militar para afrontar el reto y eso es 
tarea urgente . Yo creo que el desarrollo economico tambien 
es cuestion urgente y creo que ha de desernpenar un papel impor
tante en la defensa . Una de las formas mas efectivas para 
contrarrestar el peligro totalitario es la de ayudar a millo
nes de eentes en las areas subdesarrolladas a incrementar sus 
recurses hurnanos y materiales, a conseguir una vida mejor, y 
a llegar gradualraente a un equilibria mas responsable y esta
bilizado en lo politico yen lo social . Todo esto im~lica un 
lento proceso que debe ser manejado con criteria realista, que 
hace imperative que todos hagan su esfuerzo ma.ximo como requi
site para recibir la ayudq exterior . 

Yo creo que el desarrollo , mediante·estas medidas , 
puede seguir adelante al "par que al rearme . Nose trata de 
escoger entre uno y otro. La capacidad productiva de los 
Estados Unidos y de las naciones industriales de Occidente 
es rnuy grande, en verdad, desde un punto de vista general . 
Yo confio en que hernos de poder producir cantidades adecuadas 
de los materiales necesarios tanto para la defensa militar 
como para el desarrollo economico . Yo creo oue ese desarro
llo es factor importante en la lucha en que esta empenado el 
mundo libre contra sus enemigoe. 

-FIN-
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Summary ,f'or .the Press of Speech ~ Robert L. Ge.rner_, -Vice-President 
of the International Bank fo·r ... Ree9netruction and Development, to the 
Fifth Mississippi Valley World. Trade Conference, New Orleans, .La, 

• . 1 I I ' ii . , AJa:r,~l, i}.. ,J,9SQ,, ~"'P.M • . , ... I I I., "I . # ; • 

New Orleans, April Zl; C~pital investment .tor increasing prod~tion . . · . . . 

throu«hout the wo:rld 1e·· of ·vital importaiice to the future of foreign trade, 
. . . 

Robert L, Garner, Vice-President of the Internationel l3ank for Reconstruction 

and Development, said here today. Mr. Garner spoke before the Fifth Mis-sinip~i ... 

Valley .World Trade Conference, at the Roosevelt Hotel, on the Internatione.l Bank's 

role in f oreign trade • 

. Historically, Mr. Garner said, increased investment in the development or 

rehabilitatio~ of a country's productive resources brif18S about a higher level 

of domestic trade and of trade ~:l.th the rest of the world. . He . said this ' is ··suP

ported by the fact that increased production raises living standards, which in 

turn stimulates the demand for and the purehe.Qe of goods and services both at 

home and abroad. In addition, the ability of a country to me.et the f _oreign e~ 

change costs of its imports is improved through the initiation or expansi~n of 

production of goods 8lld services with a market in other countries. 

One of the principal.· ·purposes of the InterJlB.tiona.l Bank, he po.inted out, is 

the promotion of e. long-range be.l P.need f.Towth of trade. The :Sank' s interest in 

trade, be decla~ed, is not confined to one or . a few countries but is world-wide 

in scope. ln working · toward its objectives, Mr. Ga.rne:t' added, the :Sank makes 

direct loans out of its own resources to aid in the recQnetruction and development 

of its fortr-seven member ·countr1ee. It also encourages and assists similar in

vestment by private investors. 
. . 

World ~ank loans, he stated, are llmi~ed to specific pr~jecta fQr pro-

ductive purpcsee, and are not general· crodits. A total of twenty-tov.r loana 

a.mounting to · ~bout $744 .million have· been made by the Bank in thirteen countries 



- 2 - . 

since its first loan was made three years ago. Proceeds from these loans have 

been used by the borro~ers to purchase and import equipment for such basic in-,., 

dustries as steel, electric power, railways, shipping and .air transport • . Machine 

tools for production of finished products, and agricultural machinery, . also have 

been bought with Bank loans, In discussing the purposes to which the Bank's 

loans have been put, Mr. Garner noted that the reconstru~tion and development of 

basic production, on which further development may be built, has been one of the 

major aims of each commitment. 

As an example of how the Bank's loans affect foreign trade, . Mr •. Garner cited 

a $12,~ million loan to Finland, A major part of the loan, he seid·, . is being 

us.ed by Finland to modernize and reconstruct her woodworking industries, on· which 

the country relies for the principal part of her foreign e~change earnings, 

Mr. Garner pointed to the twofold effect of .. this loan on trade, whic~ by helping 

to increase the efficie~cy and outpu.t of Finland's. woodworking industries · is . 

increasing the .country1 s export potential and its ability to pay for imports • . . . . 

The 1lank1 s loans also have a more immediate effect on international trade, . 

Mr. Garner . observed. Financing by the Bank covers the· foreign exchange costs 

of the purchase and importation of goods for productive projects in member · 

countries where the Bank has made loans. The largest percentage .of loan dis

b.irsen:enti, have been spent in the United States , but Bank funds have flowed into · 

many other .countries as well, . 

Mr. Garner said that the Worl d Bank is doing its share to increase world 

productio~ an~ trade, 9ut that much more capital investment. is nee~ed than the 

Internatio~l Bank can supply. Equity capital investment ·from the United States, 

he dea.lared, is particularly. necessary to increase production to a satisfactory 

level abroad.. Without suoh an t:ricreaGC) in prod.uc;tion and. an op:por~ity for .. 

other_ countries to COil_ll'ete in .our marketP, Mr, .Garner .contended, ~ t m~ be 

impossible to overcome the enormous . trade imbal8ll<t$ between the dollar area end 



• ... ~ -
the res..t. of the woi-ld without a llerious breakdoWl'l;. in the ti.ow of exports from 

the United States. If we wish to %!'$main a ,reat tr~ding nation.,. then· the 

United States must import on a high..er peacetime level than. ever- before,. becaue.e 

witho"Q.t a high level of iniporte to make exchange available to other countries 

we canno·t poseibly maintain a high level of export&. Mr , Gar?).er as13erted. 
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INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

Address by Robert L. Garner, Vice President of the 
International Bank for Reconstruction and Develop
ment, before the Congress of American Industry 
National Association of Manufacturers, Wednesday, 
pecember 1, 1948 

FOCUS ON WORLD FINANCE 

To find a focal point i..~ world finance one naturally gravitates to the 
strongest financial power -- the United States. Because of its preponderance of 
resources -- financial and eeononu.c -- the effect of its policies and actions 
radiatesthroughout the world and influenceSevents everywhere. The United States 
wage and price level, the tug between inflationary and deflationary forces, taxa
tion and the federal budget, the rates of capital expa~sion -- all of these and a 
multitude of other factors have a decisive impact both at home and abroad. 

· However, in order to bring a focus to bear, I shall today deal with the 
effect on world finance of the one question which in my judgment is of overriding 
importance -- the relationship between what America buys and what it sells abroad. 

The course o.f American foreign trade is part and parcel of the developments 
in domestic economy and in foreign pollcy; it will have a vital influence on 
recovery in Europe and on the rate of economic development in Latin America and the 
East; it ties into national security. Let us take a look at it, using round 
figures for the sa~e of simplicity. 

In 1947, a world short of all manner of things bo~ght i9-l/2 billion 
·dollars of American goods and services, whereas the rest of the world sold to this 
country only 8-l/2 billi.on dollars. 'rhis ll billion dollar gap represented the 
"dollar shortage" which has become a byword in f!Very tongue. 

You can't balance 8 against 19, yet we all Juiow that the total of assets 
and liabilities must somehow balance. In 1947 the balance was arrived at by othe~ 
countries turning over to the United States 4,-l/2 billions of their gold and dollar 
assets and receiving grants and loans from the United States in the amount of 6-1/2 
billions. 

In 1948, it is indicated that United States exports will be reduced to the 
neighborhood of 17 billion dollars and imports will incTease to about 10 billion. 
The gap is l'l8rrowing, but still' lO does pot balance ,~inst 17~ The deficit is 
being covered primarily by ERP and other ·foreign aid, and by the liquidation of 
further gold and dollar holdings of the other co\ttltriee, 

How long can this ·go on? Foreign owned gold and dollar investments are 
near the~ of the barrel, and it seems unlikely that the United States Govern
ment will or shou1d contin~e over a protr,cte9 period to provide extraordinary 
assistance to the rest of the world of the IQ..nd and in the amounts now being 
furniQhed• · 
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There are onl.yi three ~ys that in t~e long run a balance between what 
America buys and sells ean be struek, and in practice the balance will probably re
sult from a combination of all·:.three • . The · first is by an increase in American 
imports, . b~th goods and services, from the rest of the world. The second is by a 
decrease in American exports. Tne third is by the flow or United States funds. 
abroad. Let us consider each or these. · · . 

First as to American imports. This country is now at its highest level of 
prosperity. Because of lower American tariffs, greater s1,tpplies or foreign goods 
and the increased spending of tourists, ,the value or .American imports will, .as I 
have indicated, probably be in the ne!ghborhood or 10 billion dollars this year. 
But this figure of 10 is still a .long way from the · l7 ot exports. It seems clear 
that unless. there are further changes in the tariff level and in the traditional 
American attitude towards imports, the balance or trade in the future is more apt 
to be reached by a drastic reduction in the 17 billions of exports than by an 
increase in the 10 billions of imports~ !et ·approaching a balance at a high figure 
rather than a low figure wol.lld appear to be ip the interest both ot the United 
States and the rest or the world. , · 

Letts take a look now at Am~rican exports, the second factor in the trade 
balance. We all say that Europe should increase its production. No disagreement on 
that. Also, we agree that Europe must increase its exports. Do we realize, how
ever, that at least for the near term, such an increase in production will reduce 
the amount .of .American exports to Europe? Likewise, do we realize that tnareased 
European exports to other countries will replace certain goods now being supplied 
from the United States? Currently, when the domestic demand for steei, agr4ultur
al_ implements and certain other equipment is in e~cess of the supply, it may be to 
American advantage to keep these things at home, b~t this country is now beginning 
to produce a surplus of certain typ~s or goods and any reduction in foreign demand 
wtll not be welcomed by those who have such goods. to seil. In fact, we are .already 
seeing evidences of attempts to ·use ERP funds to absorb these surpluses, both 
agricultural and industrial, whether or not they are what Europe needs most from 
the United States to speed its recovery. ERP was set up with taxpayers dollars to 
give Europe a chance to get back on its own feet. , It makes no sense to use these 
dollars except for those things most essential to this purpose. 

To Ameriqan ears tbe word discriminat:l.on has an ugly sound. Theoretically 
at least, opinion favors nondiscrimination in trade. But let •s be realistic. Most 
of us have to d:l.seriminate or, to put it another ~Y, be selective in our perso:QSl 
trading habits. Grocery bills and repairs to the house must sometimes take pre
cedence over a new car or a mink coat. So the wife as well as the :furrier may 
clailn that they are be:l.ng discriminated against. · S:lmilar necessity faces the coun
tries which today have many needs and desires and relative].y few dollars. If they 
are to inove towards balancing their trade, par_ticularlY in the dollar area, they 
must selectively control, that is discriminate, as to what they buy and where thq 
buy it. . 

lt is true that the relative balance of international trade and finance in 
the last century was achieved with a mininlum of controls. This was largely because ., 
Great Britain, the dominant trading nation of the world, found it to her .interest 
to promote imports as well as exports and to send a tremendous and steady flow or 
capital abroad. The international financial and econom1,.c machine ran with suffici-
ent ~oothness to enable a practical balance to b$ obtained through the market 
place. Unfortunata.y, today no sueh 11$tural oalan~e appears ;tn the offing. The 
damage and dialocations ·from the wa~ en~ from the lack of a real post-war peace have 
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been so ·great that under existing circumstances it seems necessary for countries 
which are short of dollars arbitrarily to limit their dollar purchases to essential 
goods they cannot buy elsewhere and in amounts for ·which they have dollars to pay. 
Call this d~scrimination i.f you will, but it is no greater than that which would 
accompany a customs union or preferential tariff area within Western Europe, which 
seems to be ardently supported by American opinion. 

Some of the criticisms of dis~imination are contradictory. l recently 
read an article which began by complaining bitterly that certain European countries· 
are discriminating against some American goods. A bit later on the author ~om
plained that these same countries are spending dollars furnished by America for 
luxuries instead of for food and equipmento We can't have it both ways. 

However, even assoming the most prudent foreign buying in American markets, 
it seems hardly in the cards to 8Jq)ect. an absolute balance or American foreign 
trade in the forseeable future~ Economically, America has so much and produces so 
much compared to any ·other country or area that for some time American exports 
will tend to exceed American imports.- · At the best, any substantial increase in 
the present high volume of American· imports will probably be gradual. To force a 
balance by drastic cuts in American exports would probably have a substantial 
effect on the economy and be resisted by IIJB.ny people in industry, agriculture and 
labori A complete closing of the gap in trade in a ehort period may prove to be 
both economically undesirable and politically unfeasible for the United States. 

Now to consider the third metho~ by which foreign trade is balanced. So 
long as a gap continues, it must be covered either by ~traordinary assistance from 
the United States Government or through the ·export of private American capltal. In 
the past, wealthy nations have exported capital a~d in general they have received 
substantial benefits, 

We in the International Bank see many projec'ts, particularly in the under
developed areas, which would be attractive to private investment if' the general 
political and economic climate should improve, and one of our principal purposes is 
to stimulate such investment. Our own resources provide only a small part of what 
is neededo The Bank can, however, act as a trail blazer for private capital and 
through helping its member countries put their eoonomic and financial affairs on a 
more stable basis promote a climate in which such investment may prospe~o However, 
I must say that the amount of private American capital which can be expected to 
flow abroad during the next decade will not cover a gap in the balance of trade of 
the present size . .. Unless public funds in .large amounts continue to pay for exports, 
the volume of American exports and imports must come closer together~ 

The American willingness to help less fortunate peoples abroad, as evidene>
ed particularly by the European Recovery Program, springs from generosity typical 
of this country. But generosity alone can wear ttfJelf out. The question whether 
the foreign aid policies are justified on the grounds of American security involves 
political and military matters on which I should not speak as an officer of the 
International Bank. · · 

I shall merely say that in my opinion ERP is a measure of intelligent aelr 
interest and that no one should expeqt this couPt?7 to cpntinu& to bear the heavy 
burdens involved in foreign aid e~cept as the people believe that it protects and 
promotes their own well-being -- their economic and financial interests and their 
security. 
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·However, I do wish to emphasize the practical neces.sity of' working out a 
. solution to the balancing of foreign trade-and finance along lines w}i!eh are in 
accord wit~ and not contrary to the basic objectives of U~S. foreign policy •. How 
it is ~one will greatly affect conditions in this country-and the cotn'se of events 
overseas. 

. . 

Now to summarize. The · United Statee i·s 1;ielling abroad a tremendous. volume 
.or goodsi 'due to the preponderance qf its own production alld to abnormal postwar 
demands. It is buying from ~broad much lees than it sells. The difference is. 
being paid for by funds largely supplied by the gove:rl'JIJfent out or th~ pockets or 
the taxpayers. 

If the. United States· 1s not· to continue :t,c, give away great amounts or the 
products or its fields and factories,. it must approach a closer balance of its 
foreign trade. It can either buy111Uch more or sell much les~ _or do some o~ both.. 

. . 
Increased imports ·w111 compete with s9me of the produc~J which you.make, 

and at least in the short run, may adversely affeQt the busine~s .of some ot you~ 
On the other hand, every dollar of additional goods purchased in this country from 
foreigners means that they have .another dollar to spend for .American goods. So as 
a group you will probably benefit. 

American industry believes gener~lly in high vQlume anq cc»npetition~ 
Probably the greatest good tor the greatest numbe+ lies in approaching~ balance 
of tre1de, not at a low but at a high level. If thl19 is achieved, · it may not only 
help to maintain our prosperity here, but it wili assist tbe rest of the world to 
regain financial and economic stability·. fhis is ·my justifieation fpr treating 
the trade balance of Am,rica as a focus or world ti.nanee, · 



AMER l·CAN LIFE CONVENTION 
An association of more than 200 legal reserve life 
Insurance companies of the United States and Canada 

230 NORTH MICHIGAN AVENUE, CHICAGO 1, ILLINOIS TELEPHONE • CENtral 2264 

A· 
Ne/ease ______ 1_L_~_.M_ •• _M_o_nd_a_y_._o_c_t_ob_e_r_4_._1_9_4_8 

DIGEST of a.ddyess - ROBERT L. GARNER, 
Vice President, International Bank for 
Reconstruction and Development, '\Washington, 
D .( ., at the 43rd Annual Meeting of the 
American Life Convention, Edgewater 
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Chicago, Ill., Oct. 4--The real measure of the International Bank's 

effectiveness may be less in the amount of money it lends than in the work it is 

doing to encourp.ge suitable conditions for private investments abroad, Robert 

L. Garner, Vice President of the Bank, told the 43rd annual meeting of the 

American Life Convention here this morning. 

"In all of our discussions we f8t'l!lphasize that the major effort in the 

development of any country must be made by that country itself", Mr. ~arner 

said, .. both in the handling of its own affairs and in supplying the major part of 

the capital required. It is our firm conviction that private capital must be looked 

to for most of the necessary financing and we accordingly urge the development 

of conditions in the country which will attract foreign private capital, particularly 

in the form of equity investments. Such investment has the specific advantage 

of providing not only funds but the necessary technical and managerial skills 

as well. 

"We are exploring every opportunity open to us to facilitate the flow 

of private foreign capital whether by financing part of the cost of a project, the 

(more) 
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rema'inder of which is to be financed by private investors, or by granting limited 

guarantees such as a guarantee of the transfer of interest. V.'e hope to be able 

to conribute to the international flow of private capital by encouraging the 

development of principles and practices which are fair both to the foreign invesi!os 

tors and to the countries in which investments are made. 

"So far, the International Bank has made a modest but satisfactory 

profit. It has succeeded in operating free of political pressures and we are 

confident that .the securities issued by the Bank or sold with its guarantee 

represent prime investments for insurance companies and other institutions. 

Vie. feel justified in taking considerable satisfaction in the solid if modest accom

plishments of the Bank towards assisting in the reconstruction of the war-dev

astated nations of the world and towards stimulating increased production of 

goods which the world urgently needs." 

In reviewing the Bank's history since its· beginning in Bretton Woods 

in July, 1944, Mr. Garner termed the Bank more a "long term investment com

pany" than a bank in the usual sense. He said that its first loans were all made 

to governments or to government corporations but that recently it had made its 

initial loan to private enterprise. The borrowers were four Dutch shipping 

companies and the Bank's loans enabled them to purchase six merchant ships. 

"Although the Bank expects to push forward with additional loans in 

Europe," Mr. Garner declared, "we believe that the emphasis in our operations 

in shifting towards the undeveloped areas -- Latin America, Asia, Africa and 

the Middle East. The problem of development in these areas is both a fascinating 

and a. difficult one, to be measured in decades and not years. The inherent 

(more) 
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difficulties include the lack of economic, financial and in some cases political 

stability; the lack of local capital, of technical skills and of trained management 

and a lack of realistic planning. To overcome these difficulties requires much 

m<?re than making available large amounts of foreign loans. 

16 The essential requirements for European recovery are far beyond 

the capacity of the Bank to finance and substantial assistance from other sourc;es 

is necessatty. This assistance is granted in the form of the European Recovery 

Program which in ~y judgment is at orxre farsighted, daring and realistic. We 

are, of course, in close consultation with the Economic Cooperation Adminis-

tration to determine how Bank loans may best supplement the ERP program. 

"Since ERP funds are being used primarily to furnish urgently needed 

food, fuel and raw materials, it appears pl"obable that our role will be primarily 

-
that of financing capital equipment imports for purposes of specific productive 

• 

projects. We believe that a number of sound loans of moderate size can be worked 

out in certain of the countries participating in the recovery program • 

.. During the early summer I spent six weeks visiting a number of 

countries in Western Europe. Much has been_ accomplished in physical recon

struction and increase of production. It is a striking fact, however, that although 

industrial output in most of these countries has approached or exceeded pre-war 

levels, they are far from having achieved recovery. 
' . 

"In the post-war Europe, pre-war standards of production and b .ade 

are almost irrel-eva.nt. 'What is needed, I am convinced, is a fundamental and 

far-reaching readjustment in the entire structure of Europe's economy. There 

(more) 
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must be new and bold concepts if Europe's fundamental wealtnesses are to be 

corrected and new sources of strength to be provided. I believe one might say 

that the basic objective of ERP is to enable Europe by .its own efforts to achieve 

just such adjustment of its trade and productive mechanism." 

END 
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THE INTERNATIONAL BANK - ITS FUNCTIONS AND LENDING POLICIE:s 

Address by Robert L. Garner, 
Vice President, International 
Bank for Reconstruction and 
Development, at .Alllerican Life 
Convention .Annual Meeting, 
october h, 1948 

The International Bank for Reconstruction and Develo:EDent was set up at 
Bretton Woods in July 1944. It was organized with headquarters in Washington 
and began its loan and borrowing operations in the swmner of 1947. Its purpose · 
is to provide financing for productive purposes, to assist both in the recon
struction of war damaged countries and in the development of the resources of 
the less well developed areas of the world. 

This Bank represents a unique operation in international finance. It might 
more accurate]Jr be called a long tenn investment company rather than a bank in 
the usual sense. Its authorized capital of some $8 billion is subscribed by J:ti J/ 7 
governments lrlrl.ch include all the more important cowitries llith the exception of 
Russia, Sweden, Switzerland, Argentina, Germany and Japan. H01rever, the Bank is 
managed along the lines of a private enterprise, and not as a political organiza
tion. Each stockholding government is represented by a Governor, usual]Jr the 
Secretary of the Treasuiy, Finance Minister or Head of the Central Bank. Last 
week the Board of Governors held its Third Annual Meeting in Washington. 

Al.most all the powers of the Governors have been delegated to the 14 
Executive Directors of the Bank. The five largest stockholders -- United states, 
United Kingdom, France, China and India - each appoint one Executive Director, 
and the remaining Directors are elected b.r the other member countries. The 
voting power or each Director depends primari]Jr upon the size of the capita1 
subscription of the countzy or countries he represents. 

The management is made up of a staff of some 400 people representing 23 
nationalities headed by President John J. Mccloy, the fonner Assistant Secretar;y 
of War. The staff is not subject to BIJY' governmental controls, owes its allegiance 
onl.¥ to the Bank, and has been selected on the basis of merit without regard to 
political influence. It is the responsibility of the management to operate the 
Bank and to develop recommendations on loans and on other important matters for 
the approval of the Directors, just as in the ordinary corporation. 

As to the capital of the Bank, the total subscribed amount is the equivalent 
ot $8,336 million. Only 20% or $1,667,000,000 ot this, however, can ever be used 
for lending. This is made up as follows. Ea.ch member countr,y paid in 2% of its 
subscription in actual dollars, which, disregarding certain small authorized 
defements, amounts to $166,000,000. In addition, each member has put up 18% in 
its own currency. Thus the 2% of all the members plus the 18% of the United 
States provides us, again disregarding the defementa, a paid in dollar capital 
of 1738,ooo,ooo. In addition, the members other than the United states have paid 
the equivalent of $929,000,000 in their own cu?Tencies 0 This combined amount, or 
the equival.ent of 11,667,000,000 represents our potential loanable capital. How
ever, the Bank cannot actual]Jr use the 18% portion of any member's capital sub
scription except with its consent. Up to the present the United States has made 
avail.able its full amount and Be1gium a token amount equivalent to $2 million. 
The difficult financial position of most countries accounts for the fact that 
they have not yet made the 18% portion of their capital available, but we are 
hopefl.'1.1 of gradualq getting the necessary additional consents. 
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The 80% balance of the capital, or the equivalent of $6,669,000,000, is 
aTailable on call of the Bank for the sole purpose of meeting its own obligations. 
Thus we have as a protection for the Bank•s securities the obligation of 47 member 

·countries to put up the equivalent of more than six and a half billion dollars if 
it ever shouJ.d become necessary. Of this, the obligation of the United States is 
$2,540,000,000. The Bank has an unconditional. call on these funds. Thus the 
bonds issued by the Bank have behind them extraordinazy protection. 

I wouJ.d now like to review brief~ the operations of the Bank. 

In the first place, we have supplemented our loanable capital funds by borrow
ing $254 million. As you know, in Ju]J' 1947, we sold two issues of bonds in the 
United States for a total of $250 million. Early this year, we also sold to the 
Bank tor International Settlements in Bule, SWitzerland, an issue of SWiss franc 
bonds equivalent to about $4 million. In addition to these borrowings, we recently 
sold to a small group of commercial and savings banks, with our guarantee, $8.1 
million of obligations of Dutch shipping companies which we acquired as a resuJ.t 
of a loan to those companies. This latter operation is interesting in that it is 
the initial sal.e of obligations guaranteed by the Bank. We believe that this type 
of financing is subject to considerable expansion. 

we now have capital on hand of about $475 million. We do not expect to 
borrow large additional amounts until funds are actually needed. We believe there 
are possibilities of seJJing both dollar and local currency securities abroad, as 
well as of making sales in this market from our portfolio. Therefore, it is probable 
that the Bank will not make frequent offerings of its own bonds in this market. 

On the whole we consider that the market record of our bonds has been good. 
There has been a broad distribution of them among institutional investors. In a 
number of states legislation was :required to legalize investment in the bonds on 
the part of ccmnnercial and savings banks, insurance companies and trust funds. 
Beginning ear~ in 1947, the Bank undertook a program to secure the necessary 
legislation and at present the securities are eligible for all national banks and 
for other coJIDD.ercial banks in 41 states and the District o:t Columbia; for savings 
banks in 22 states and the District of Columbia; for insurance companies in 32 
states; and for trust funds in 28 states and the District of Columbiao This most 
satisfactory result was obtained with the valuable assistance of the investing 
institutions themselves and we in the Bank are most grateful. for their cooperative 
help. There are still 16 states requiring legislation to legalize -our bonds for 
insurance companies. We u;pect to continue our efforts to get the :required legis
lation and ask that you who represent insurance companies in these states give us 
your assistance. 

I would now like to outline brie~ our loan operations. 

We have loaned a total. amount of $509 million - $250 million to France, 
$207 million to The Netherlands, $40 million to Denmark and $12 million to 
Luxembourg. In ad.di tion, we have made a camntl. tment of $16 million to Chile which 
is awaiting the ratification of the Chilean Congress. Our first loans were all 
made to governments or to government corporationso Recently, however, we made 
our initial 1:-oans to private enterpriseo The borrowers were four Dutch shipping 
companies and our loans enabled them to purchase six merchant ships. The loans 
are secured by ship mortgages and are guaranteed by The Netherlands Governmento 

The loan to France and the first loan to The Netherlands might be called 
general purpose loans. They were made to provide for the purchase of materials 
and equi::pment ranging from steel, coal. and cotton to rolling mills, machine tools 
and ships. However, I wish to emphasize that the proceeds of these loans were 
paid out only upon satisfactory certification of expenditures for the purchase 
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of the specific goods or services authorized in the loan agreemento In effect, we 
pq against properly authenticated vouchers. Furthermore, we verify through our 
field representatives in the borrowing countries that the goods are actua.l.zy" used 
for authorized purposes. 

our lending policy is tending towards loans for specific projects -- for ships 
to the Dutch companies and for hydroelectric plants and agricultural equipment for 
Chile, for instance. We now have a number of such loans in various stages of 
negotiation. By and large these loans will be for moderate amounts. 

Our loan procedure usual]J" begins with a preliminary discussion llith the 
potential borrower. If the general situation of the count:cy and the suggested 
project appear promising, we send a mission from the Bank to stuczy-· the situation 
at first hando such a study embraces a survey of the economic, financial and 
related conditions in the countiy, as well as anal.ysis of the economic and tech
nical aspects of the project itself. For this purpose we mq employ outside 
engineers and other technical experts. When the required information is developed 
all aspects are careful]J considered by the Bank management. It may be that in 
our opinion certain actions are required. on the part of the borrowing countiy before 
a loan commitment can be made -- such as financial reform or measures to check 
inflation. We take every care to see that the policies and actions of the country 
are such that our loan will be re~ productive and repayable. 

There has been criticism that the Bank is too conservative in its lending 
policies and that it moves too slowly. We believe, however, that both from the 
standpoint of the Bank and the borrower loans do more ham than good unless they 
are made for economical]J productive purposes and for projects which are caref~ 
wolked out. All of this requires timeo We do not intend to be hurried into ill.
considered loans. 

What of the future of the Bank? Up until now the majority of our loans have 
been made in Europe and we believe that they have definitely contributed to in
creased production. However, it became apparent last year that the essential 
requirements for European recovery were far beyond·the capacity of the Bank to 
finance and that substantial assistance from other sources was necessary-. That 
assistance has now been granted in the fom of the European Recovery Program - a 
program which, in m:, judgment, is at once far-sighted, daring and realistic. We 
are, of course, in close consultation with the Economic Cooperation Administration 
to detennine haw Bank loans mq best supplement the ERP programo Since ERP funds 
are being used primarily to furnish urgently needed food, fuel and raw materials, 
it appears probable that our role w.i.11 be primarily that of financing capital 
equipment import.a for pu.tposes of specific productive projects. We believe that 
a number of sound loans of moderate size can be worked out in certain of the 
countries participating in the recovery program. 

During the early summer I spent six weeks visiting a number of countries in 
Western Europe. Much has been accomplished in pqrsical reconstruction and increase 
of production. It is a striking fact, however, that although industrial output in 
most of these countries has approached or exceeded pre-ll'ar levels, they are far 
from having achieved recove:cy. In the post-war Europe, pre-war standards of 
production and trade are almost irrelevant. What is needed, I am convinced, is 
a fundamental and far-reaching readjusunent in the entire stNcture of Europe's 
econ~. There must be new and bold concepts if Europe•s fundamental weaknesses 
are to be corrected and new sources of strength to be provided. I believe one 
might sq that the basic objective of ERP is to enable Europe by its own efforts 
to achieve just such a readjustment of its trade and productive mechanism. 
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Although, as I have said, the Bank expects to push forward with additional 

loans in »irope, we believe that the emphasis in our operations is shifting towards 
the underdeveloped areas - Latin .America, Asia, Africa and the Middle East. 

The problem of developnent in these areas is both a fascinating and difficult 
one. In the first place, it is a slow process to be measured in decades not years. 
The inherent difficulties include the lack of economic, financial, and in some cases 
political stability; the lack of local capital, of technical skills and of trained 
management; and a lack of realistic planning. To overcome these difficulties requires 
much more than making avail.abl.e J.arge amounts of foreign loans. However, there is 
no question of the jJn,portance of a steady development of the resources of the under
developed countries, from the standpoint both of those countries themselves and of 
the world econ~ as a wholeo The Bank can, and I believe will, be an important 
factor in this process. 

The Bank's approach to the problems of its underdevel.oped member countries 
mfq be described in general terms as follows. In the first place, we attempt to 
convince the member government of the importance of working out an overall develop
ment program to avoid wasteful and uneconomical projects. Such a program, we point 
out, should be based on the country's existing natural resources, its location, 
climate and type of population, and the financial and administrative resources 
which it has available. We emphasize the importance of starting with modest projects, 
particularly those which will result in the greatest increase in production and trade 
in relation to the size of the investment. We are prepared to undertake upon request 
a broad investigation of the conditions in any member countr., to provide the basis 
for general conclusions as to that countiyts developnent needs and possibilities 
and the measures required to overcome the existing obstacles. We have alrea.d;y made 
such investigations in a number of countries and others are under wa;;y. We are pre
pared to provide impartial counsel in helping the coUlltiy work out a sound programo 
We are also willimg to recommend qualified independent experts in agriculture, 
industry, engineering and finance. 

• In all of our discussions we emphasize that the major effort in the developnent 
of any country must be made by that country itself,' both in the handling ot its own 
affairs and in suppl.3i.ng the major part of the capital required. It is our fi:nn 
conviction that private capital must be looked to for most of the necessar,y financing 
and we accordingly urge the devel0pment of conditions in the country which will 
attract foreign private capital, particularly in the torm. of equity invesunents. 
SUch investment.:has the specific advantage· of providing not o~ funds but the 
necessary technical and managerial skills as wello 

We are exploring every opportunity open to us to facilitate the now of private 
foreign capital 'Whether by financing parl. of the cost or a project, the remainder of 
which is to be financed by private investors, or by granting limited guarantees (for 
example, a guarantee of the transfer of interest), or b)" other means. And, final.q, 
we hope to be able to contribute to the international tlaw of private capital by 
encouraging the development of pr.l.nciples and practices llhich are fair both to the 
foreign investors and to the countries in which investments are made. 

It m.zy- well be that the real measure of the Bank•s effectiveness w:i1l be less 
in the amount of actual. loans which it makes than in the success it attains in 
promoting a realistic and constructive approach to development problems on the 
part. of its members .and in fostering greater confidence among those who have money 
to invest abroad. 
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In sunmar,y I 'Wish to sq that we believe that the IntemationaJ. Bank represents 

a sound concept of mobilizing internationaJ. capital to make loans, for productive 
purposes, which can be repaid. We are attempting to conduct the af:f'airs of the 
Bank on a business basis. So far we have made a modest but satisfactory pro:f'it. 
We have succeeded in operating the Bank free of political pressures. We are con
fident that the securities issued by the Bank or sold wl. th its guarantee represent 
prime investments for insurance companies and other institutions. .And, final]Jr, 
we feel justified in talci.ng considerable satisfaction in the solid, if' modest, 
accomplishments of the Bank towards assisting in the reconstNction of the war
devastated nations of the world and towards stimu1ating increased production of 
goods which the world urgently needs. 



THE IlffERHATIONAL BA.BK - ITS FUNCTIONS AND LENDING POLICIES 

A.dd.rNs qr :Bobert L. Gamer, 
Vice Prnicitmt, Internatd.onal 
Bank tor llecon.atNc.tion and 
Dffel. t , at .American We 
Convmtion AnnUal. Jleeting, 
ootober 4, 19h13 

Tba llltemational Bank tor :bconatiuction and J)ffe].opaent waa aet up at 
Bntton 1Jooda iD Juq U4Ji. It na organized 'WJ. th h~ in Wuhington 
am 'bep.n ite loan and borrowing operations 1n the summer ot 1947. It• purpoae 
1a M pl'O'Vidt9 financing tor productive puzpoa .. , to uaiat both 1n the reoon
st,rw,tion of war damaged oountri• and ill that ot the resources ot 
the lua ...U. d.eftlopecl areu ot the world. 

Thia Bank :repreaenta a uniqa operation. 1n int.ernatioul tinanc • It 111.ght 
more u~ 1- oaJ led a long term inveetaent OOPIP#V' rather than a bank in 
ti. uauaJ. aenae. Ita author.1.ud. capital ot some $8 billion 1a subllarJ.bed qr~ lf7 
governmenta which include all the more import.ant. countr.1.ee w.1.~ the a.ception of 
Russia, 8Rden1 SWS.~Mrland, Argatd.na, ClemarV' and Jap Banver, ~ Bank 1-
managed along the linea of. a pri.ftt entepr:t.ae, and not aa a politioal Oll'I._...,. 
t1on. Euh atockhoJ.cl:1na gcmamment 1a NprNented. • a Ooftnor, una1]f' ta. 
88Cl'etax7 ot the TJ9UU17, J'iDance Jliniater or Head of the Ccntnl Bank. Lut 
week the Board ot Governors held 1 ta Third AmUal JINting 1n 'lub:1ngton. . 

Al.moat all the powers ot the OOVU'DOn ha.Te been clelApted. to the 11' 
Encutive Direot.ors of the Bank. The five larpat atockhol.d.C'8 - United statea, 
United~. 1rance, China and India - each appcd.nt one Exeoutive m.nctor, 
and the ND111 rd ng Direct.on are elected l\r the other member countr:l... The 
voting powar of Mch Dintctor depends pxturJ.q upon t.he aiN of the cap:lt.al 
Rbacr.l.pt.ion of the count,r., or countr.Lea be repNNnta. 

'l'lle managaant 1a made up of a ataf't ot aame 400 people repre1anting 23 
nationali\iu beaded bJ" Prea:l.dant John J. JlcClo,y, the tomer Aaaiatant Sec1'9tar., 
o£ war. The atati' 1a not subject, to llffT gcmtrment,al oonuola, oau it• alJ.,Saoe 
anlT to the Bank, and hu been Hleotecl on the buia ot merit without i.gaid to 
political intlun.ce. It 111 the mibility ot the manag .t t-o operate the 
Bank and to develop recomMnrlationa on loana and on other illpo~t matten tor 
the appnmal of the D.l.ncton, jun a.sin the onl1.nai7 corporation • 

.u to ~he eaplt.al ot the Bank, the total subscribed amount 1a the equi~ 
ot $8, J.36 111J11cm. Oll.11' ~ or tl,667,0001 000 of thl.a, however, can ever be usecl 
tor lending. 1'.h1a 1a made up as .toll.on. F,acb member country paid in 2% ot ita 
aubaoription ill actual dollars, whichJ di ngarding certain -1l autho:d.Nd. 
cleteaente, amounts to $166.000,000. In additim., each mem.be:r baa pa up 18% in 
ita own currency. Thu the 2% of all t.be asaben plua the l8j of the Vnitecl 
statu pl'O'lidee ua, -aain d1angar4ing \he deferments, a paid 1n dollar capital 
ot 1738, 000,000. ln addition, t.he ebera other than the UJlited stat.a h&1fe pa.1.4 
ti. equivalent. ot $929, 000, 000 1n their own curnmci • Thia combined mt, or 
the *l\dftlent of $1, 667, 000, 000 Npl'Ucmta our potentiAl loanable oapitaJ..., Ha
ner., the Bank cannot act~ uae the 18% port.ion ot 81\1 mmber• • oapital n.b
aoriptj.on acept w:1.th it• consent. Up to the pruent the United States baa made 
&ft:l.lable its .tu11 amount and Belg:l.ua a token amount equivalent to $2 million.· 
The difficult financial poei\ic:m of wt count.rl.u accounts for the tact that 
t.beT haft not ;,wt. made the 18• port,i.on ot their capital. avad l abl •• but we are 
hopeh1 ot ~ getting the neceaaar.r additional conaenta. 
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The~ balance of .the capit.ai, or the 81pivalent of 16,669,0001 000, 1a 
available on call ot the Bank tor the aole purpoue ot meeting its own n i • 
Tma we haft u a pJ'Oteot,ion for the Bank•e aeourit.ies the obliption of 47 mcber 
comitrin t pu.t up the equivalent ot more than a1x and a halt billion dollars it 
it ever abould become neoeaaa.ry. or this, the obligation ot \he Ul'l'ited States 1a 
t2.SL.O,ooo,0>0. The Bank bu an uncond.itional call on these funda . Thua the 
bOnde issued by the Bank haft behind tha extraol'dinar7 proteot,ion. 

I would now like to ren.ew b1"1ef'lr the ope:ratLou of the Bank. 

In the tirat plw1 • haW aupplaum:ted our loanabl.s oapital fund.a bo:rJ"Olll,,,w 
ing Sl. .Ulion. ,.. ;you know, in Ju:q 1'47• w "1d tw ieauee of bondB 1a the 
United States for a total of t2SO million. Barll' tbla ,-r, w also aold to the 
Bank ror Intemat.1.onal Settlaent. in Bule, SWJ.ts.rlandt an iaaue of Std.11 tranc 
bonda equivalent t.o about ._ m:Ul1on. In addition to theae lx.u:nnr1np, n reca.tq 
sold to a small group of OCllll18reial and aa'Vinp banks, with OIi.i" pannteet $8.1 
mUllon ol obligations of Du.t.ch abipping compan1ea 1'hich we aoquind u a l'UUlt 
of a loan to those oompam.•• Thia latter ope.ration 11 intel'1111ting in that it 1a 
the initial. •ale ot oblipU..o guaranteed 'by t.he Bank. We believe that thia typt 
ot financ:bag 1a 8Ub~ect to OCIUiderable cq,anaion. 

we now haft cap.1.t.al on band of about t47S million. We do not -,.ct to 
boJ"lW' large additional. aJIOlmt8 until f'und.s are aotuaJ.q need w. beli.,,.. ther9 
are poeaib111t1es ot aelUng both dollar and local. our.renc., eecuriti• abro&cl, aa 
...U u of making Ale• in 'thia market .t'nn our porltolio. Therefore, it ia pl'ObablA 
that the Bank will not JUiee frequent o.tf'en.nge ot ita own bonde in \hia maxket . 

On the whole o consider that the marlcft record ot our bond.a bu bee good.. 
There bu been a broad cliatr.l.bution o£ thaa among inatltutional invNton. In a 
number of etatea legialaticm as required to legalue 1nvutunt 1n the bond.a on 
the part of cam rm.al and eaT.t.nga banke, inau.nmce compamea and truat tunda. 

· Begim,Sng earq in 1947t ~ Bank undertook a program to aecure the neceasU7 
legislation and at pruent the eecuri t.iea are elig:lble tor all national barlka and 
for other rm.al banka in U stat.es and. tba Dlatl'!Lct oS Colllllbi&J tor aav:t.np 
banks in 22 states and the Di.tr.Let of OC>llabi&J tor inaunmoe campaniea in l2 
atataJ and for tl'Wlt funds in 28 .tatea and the D1striot ol Co.l.mlb.1 Thie wt 
aatiatacrtory :reaul:t was obtained. with the valuable ueiatance Gt the 1nvest1Jae 
institutions thauelwa and we 111 the Bank are moat grateful tor their coopend;i 
help. Then. are 8t.1ll. 16 lftatN requiring l-1.alation to lega]iae our bonda tor 
inauranee companf.•. we eat t,o continue our etforla to pt tbe requincl legi.e-
lation and that 7ft no repruent inau.rance ccnpan1 •• 1n these atatea gt. ft u.e 
your usiatance. 

I wuld now like to outline 'bri.~ our loan o,e:ratioaa. 

lf• have loaned a tot.al -.ount of 1$09 mil Ji on - $2SO ld.ll1on to rnnce, 
$207 ldll1on to The letbaJiand11 t40 nUJ1ota to and 112 million to 
L~. In addi\lon, we haft m.ade a eCIDlld..tment of t:L6 Jl1.llion to ChUe which 
ia aniting the rat.Uio&tiOD ot the Chilean CcmCna ·: Olu" f1:rat loan.a were all 
made to ~- C/l' t.o CO:tpOra: ' ' Beoentl.T.;, howeftr,- W made 
our initial loan.a to private enterpr:S.ae •. !ha borrowers were four })itch shipping 
ompm:d u and our loana enabled tb8l to pul'Qbaaa a1x merchant ships · The .-..1,111 

are aeaured. • ship mort.gagu ar¥1 are gaanmt;eed b7 i'he ?letherlande ·Cl<mn."rlmem • · 

The loan to Prance and the tirat loan to The letherlande might be called 
general purpoee loans. Tbq were ma to pn,ri.de tor the purchaee ot ma\eri.al.8 
and equipnent ranging trom ateel., coal am eottan to 1'011:!na llilla, machine too.la 
and ehipe. Honver, I w:l.ah to empbaaise that the proceada of thue loane were 
paid. out cmq upan eatia.taotory oerUtication ot apend1 turu tor the purchua 
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of thl epecifio gooda or Nn'ioea authorise4 1a ~he loan agl'N1181lt. In et.t:ect. n 
pq aga;t net properly autheuUcatecl vouchers. hrt;hemore1 • TU".ltT through our 
field repl'98entativea in the bol'l'01fing countries that t.he good.a are act~ uaed 
for author.lied pul'pOllea. 

our lancl1ng poliq 1a tending tOIIU'ds loans tor epec1fic pro~ a. - tor ahip• 
tot.be Dutah oampaniu and for bfdX'Oele~l"io plant• and apiaultval equipa.ent. for 
Chile, for inatance. We now have a number ot such 1oana in var.Loua stages ot 
negotiati IV' and. large \hen loans ld.ll be tor moderate amounta. 

Our loan ~ usu.allT beglna 111th a ~ diecuall1.on w1 th the 
pcat;ential bozrower. If the g 1'81 81tuat1on ot the ooant17 and the suggeeted. 
ps,,jecst appear prcm.$1ng • send a mission trcm. the Bank to atud;r the situation 
at tint hand. sw:h a embraces a 8\ln'eJ' of ~he eocmoad a, financial and 
related condit.iona in the oomitry1 _ as 1l'ell as ~• of the economic and tech- · 
nical upeot.s ot \be project itaeJ.r. 'lor tb:l.a purpose we mq eplo.y outside 
engineer, md othar teobnical a::pert.a . 1'hen the required information ia da'nl.operl 
all aapecte are ~ oouidered . IV the Bank management. It. mq be that in 
our opim.on oel'tain actions are required. on the part of the boft'O'll'ing oount17 be:ton 
a loan eaanitaent can be made - auch as f.1.nancial reform or measures to check 
inflation. .. take fl'fffT care to see ~bat the pol:hd.ea and aet.i.cma ot the aomvr 
an auch that our loan will be ~ productive and n,a;,able. 

Then bu been oritici• that t.he Bank ia too conaenative in its lend1na . 
palic.1.ea and that it movee too al.cnt:l1'. We beliffe1 ... ,.1', that both trca the 
atandpoint o:t the Bank and t:ti. borrower loana do mo ham tho good uni.a• the, 
are made tor eoo.noni cal.q prodw:stive purpoaea and for proJeot• which are .oaratu:l.q 
Rlked oui. ill ot \his reqm.ru t.1.me-i We do not intend to be hurrl.ed into ill-

.-1 
conaid.ered. loana. 

What of the future ot ti.. Bank? Up until now the major.Lv of our lc,ana haft 
been made 1n Europe and we beline °'bat the¥ ha defini tlq' contributed to in• 
cmtaaed p.rodu.otJ.on. JJoalftr., it became ~ lut yea that the naential 
requireamt.a tor Eu.ropean recover,y were tar 'beJond the ctapaciv ot the Bank to 
tiaanoe and that subatantial uai.atance 1'rm ot sources wu neoea•ary• That 
asaiatanae hu now been gnnted in the fona ot t.he h1'opean iscovQI')" Pro - a 
program. which, 1n JV jU,.'lparlt, ia at once tar-a:Lghttd, dart ffC and realistic. lfe 
are, ot oou.rae, u cloae couultation with the Economl.c OOopen.tion Adm1Jd.atration 
to ml.ne how Bank: loans sq beet •~ the lmP program. Since ERP tutlda 
are being uaed pr.l.urJ.q to .tmom..h ~ needed food, fuel and rn material.a• 
it appears probable that our l'Ole w.l.ll be pr.l.marl.q that ot :Cl nano1.ng oapi tal 
equipment ·11nporh for pl,UJ>oaea Gt epecttic pn)dw;tlve proj °"'• N1i that 
a number of sound loana ot 1DOderate size can be •riced out in certain ot the 
countries part.ic:1pating 1Jl the Neoft17 um·nai:i,~ 

Dur.Lng the q summer I spent e1x neka _'f1a1tirlg • mmber of oountr.l. • in 
Western Europe. Jll1ch baa bee heel ill ·p1,yucal reconatruetion w iacreas• 
ot production. It 1• a •~ tact, hanftr1 that although ind~ output in 
aoet of tbaae o~r.tes baa approa · or exceeded p....-ar J.effla, t.i., are far 
traa having uhieved recove17. In the r IUJ'ope, p atanc'.tQlda ot 
prod.uoticm and trade are almost irrel.ffant. What 1• needed. I a conv:lnced., :La 
a tundmaental. and tu-.nachiDg Nadjuetaaent 1n the eat!re. atruc:ture ot Enrope•a 
econarsv. There must be new and bolA co110epta it Bul"ope' a tu.nd111ent&l weaknautte 
are to be aorNct.oci and new sources of atrengih to be p~ · . I 'believe one 
might eq that the baaio ot,Jecrtiw 0£ EBP ia to enabl Bunpe D.1-' iU 'd'ft 
to aohieve ju.st IUCh a ~ of it.a trade and p~ve · · 
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Althou&b, as I haft lflL1d. the Bank apecta to pull forward. w1 th additional 

loans in ~ . • believe that the ernphu:111 in our operationa 1a .idtt.ing towuda 
the underdeftloped. areas - Latin J"loa, Aid.a, ilrloa and the Mi~ Jut. 

The pl"Oblaa ot deYe\opllent 1a these area.a ia both a fucinatillg and diffieult. 
one. Il1 the first. plaoe, it u a al.ow proceaa to be meu\U'llld in d.ecad.ea not ;veara. 
T'b8 inheftn1; ditficul.U include the laalc of eoonazd.c, finana:Lal., and in some cases 
political ~abilit.J'J the lack of local capital. of teabui oal ek:1 JJ • and ot traiD8d. 
managementJ and a lack ot reali tic plamdng. 'to overcome the• di!tiault.iea · r .., 
much aore thau mak:S'Qi a'Rilabl.e amounts of fo?'eip loan.a. Hownw, there 
no quetion ~ the importance of a steady developll8Zlt ot the resources ot the umtu
dffeloped. countrua, tram the atandpoin.t, both of thoee countriea tlwlMlves and. of 
the world •COllODV u a wb.ole. The Bank can, and J bel.1.-n wJ.ll., be an illportant 
factor in thia process. 

The Bank'• appl"Mch to the probl.E1118 of ita underdeTe.loped maabar oountriea 
aq be d8acr1beci in nl tcmna as fol.lc:nre. In the .tirst p , w ~ to 
convince the member gove:rmant of the DlpC)l"hnee ot working out an overall. devwl. 
unt program to avaid waste.ful and unaconamical projeote. SUch a program• we paint, 
out, should be baaed on the oountlT'a ed.ating natural reaouroea, it.a locat:L , 
cl.1111ate and t,,. ot popalation• and the tinanoial and adld.niatrative resources 
which 1t. bu afti.lable. tmphui,ze th• mporunoe of narting wi:t,h modest proJeota, 
pe.rlicul.u'q those which will re8ul.t 1n the greateat increaae 1n p:t'Od:u.c1i1.on am trade 
in relati.OD to the aiH of the invut.aent. We are pntpal'WICl to und.ertap upoa ~ 
a broad ilrf'enigation ot the condit.1.one 1n 11111' aaaber caunti:, to pron.de the bu1a 
tor general conclusiona u to t.hat aount.17• a d.evelopaent needa and a1 b1l1 ti.ea 
and the meuures nquirecl to O"Nroaaie t.he ex:Lating obst.aclea. We haTe ~ mada 
•uch lnvaetJ.p.tiona in a m.mber ot count:dee and others are under 11Q'. We are P"
pared to pNV1de iJapartial couuel 1n helping the count17' work Ol1t a aound program.. 
We an al.llo w:1111,sg to reC011'1Hnd qualifted. indepeadent aper\a in agrlcul.1.: 
tndwrlr::,, ~ and f'inanc..-., 

In all of our diaauasiCIIDII n aphuiae t,hat the major ettorl in t.be dffelopun.t, 
t4 erq 0011:rmr,y awrt. be made 'tr tbat coUlltzy :1 taelf, ,both u.. the ban4ling ot it. mm 
attain and in ~ the major part ot the capit.al. i"8q'Qi.red.. It 1• our fil'll 
conviat:Lcm t.hd private capital JIN8t be looked to tor a.oat of \he neceea&17 tinanoing 
and we aeaontlngq urse ~ ~ ot oonditiona ia the COUftt.17 whioh will 
attn.at !ON.ign pd.vat.. capi.te.1.1 puticularl,1' in the form of equity inveatm.erita. 
SU.ch iaY..talent. baa the apec:U'io ;ftlltage of pl'OT.l.d:l.ng not cmlT tlmda but, \be 
neoeaaar;r technical and manager.I.al aldJJ.a aa well . 

We de aplering ""''r'T opportunit;f' open t.o ua to taoUitate the flow ot pr.inte 
toreip ~tal llhether 'by f1nan 1ng part, of the coat ot a project, the ftDLain.4er ol 
which 1a to be financed. b7' prJ;n.te invutors. or b7 granting limited guarant.eea (for 
...,p1.e1 a guarantee o! the transfer of interest}, <*' b;r et.her means. .And. n.nall;r; 
n hope to be able to contribute to the imemational. tlmr ot print.e oap1tal )7 
eDCOUl"8ging the de'Nloj'il81t 0£ pr.l.nciplu -1 praotioea wbi.ch are fair both to the 
foreign invuto:ra and to ta. countries in which iaveataents are made. 

It sq nll be that the real measure ol the .Bankt's etteotiveneae will be le•• 
in that amount of actual loans which it m.akea than in the success it att.ai.ml iD 
pl'OIIOting ·a realistic and constructive approach to,d.ffelopaent pn>blau on the 
part, ita membera and in toateri.q gNater oo.ntidenoe among those who have monq 
to 1J:mt8t abroad. 
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In tNmllUU7 I wi.eh to aq that we believe that the International Bank repreeenta 

a sound. eoncept of mobiliai11g in'bernational capital to make loans, for procblctive 
purpoaea. which can be repa:1d.. we ara aii1*lpting to conduot the affain of the 
Bank on a buainea.s bu:Ls. so tar we have made a modat but aatistaot017 profit. 
'I• hoe euceeecied in operatillg the Bank tree ot politicu prusuna. We are con
fident th.at ti- securitiee issued. 'b1' the Bank or aold • th its gw&l'lllltee flrp1'98ant 
priat inveat.ment.s for insurance oanpazd ea and other institutions. A!l41 f1D.al.q, 
n teel. jwsti.tiecl in tak:Sng conaid.erabl.e aatJ.afaotion in the solid, it udeat, 
accampliahaents of u. Bank towards auining in the reconstruction of the war
dffutated nations of the world and towards st1mulat1ng incre&Hd uct.l. n ~ 
goods which the world ~ needs. 
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The following information, included in Mr. Garner's recorded broadcast over 

B.B.C. on 2nd July, has been received from the Public Relations Department: 

As we have travelled, we have been impressed with how much has been accom

plished in repairing the heavy pl\rsical destruction of the war. London looks much 

improved from my previous visit twenty months ago. Paris in the springtime is 

again a beautiful and lively city. More important, railways, ports and factories 

have been repaired or re b.dlt. Particularly notewortey has been the accomplish

ment in France, Holland and Italy in getting back into operation railway systems 

which were fearfully damaged. Thousands of totally destroyed bridges have been 

rebuilt; damaged and destroyed tracks relaid and, despite the shortage and bad 

condition of much of the rolling stock, a greater volume of traffic is now being 

handled than before the war. Factories which were masses of rubble are again in 

production; and in them men and women are busy turning out steel and ships and 

textiles and the countless other goods needed everywhere. From early moniing until 

darkness one sees fanners cultivating the fields which promise an abundant harvest. 

Additional aid from .America under the Marshall Plan is begirming to flow. 

All of this is good; but in honesty and frankness I have to question whether 

it is enough to ensure sustained and lasting recovery. At every tum we have been 

impressed with the fact that recovery in each count:ry depends on recovery in all, 

and that trade between them must flow in increasing volume. 

However, despite the gains of the past three years, the trade of eve:ry country 

is heapered by" countless restrictions. The money of one country cannot be exchanged 

for the goods of another, and the movement of goods am of people is barred at 

every national border. Badly needed British·machinery cannot be purchased on the 

Continent. French steel production is suffering from lack of British and Gennan 

coal; timber to rebuild British houses is lacking because the Scandinavian countries 

carmot buy sufficient supplies from the Continent. 

What is the solution to this critical problem? I can only say that as I have 

talked to people in eve:ry country which we have visited, I have found a strong con

viction that the only solution is in greater unity within Europe. Many say that 
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customs unions will help, but that they alone are not sufficient. I have been sur

prised to find how widespread and strong is the conviction that tor the countries of 

Western Europe, including the United Kingdom, the on.J.y real hope of prosperity lies 

in the separate countries getting together, call it federation or whatever you will. 

As an observer from across the Atlantic -- and may I say that I am not speaking 

as an American but as the Vice President of an international organization - the amount 

of support tor such a combination is the most significant development which I have 

observed in Europe. The difficulties are admittedly great. Some see these diffi

culties and say that they cannot be overcome. But the fact is that we have found 

many men in Eng.Land and on the Conti nent who insist that the need is so urgent that 

the difficulties must be faced and the objective attained. 
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~OME ECONOMIC ASPECTS, OF THE INTERNATIONAL SITUATION 

Nearly three years have passed since the end of the war in E\µ'ope and 
they have seen a steady dec+ine in the high hopes which many entertained for peace, 
s eourtty and rapid economic recovery. In recent weeks international difficulties 
have risen almost ta the point of crisis; and the political, economic and mi litary 
decisions ~e·now face will have mom~ntous consequences for good or ill, It is 
important that the issues be clearly understood, that we see current pr~blems in 
their proper proportions, ~stort.ed by sentiment or hysteria. 

Inevitably it is a long, hard task to reestablish political stability and 
carry out econOI!lio r~oonstructi9n after a great war• as we of the South kl)ow so 
well fr~ our own history, ~n the present situation the difficulties have been 
greatly aggravated by unforesee~ natur~ disasters and by failure of the inter
national cooperation on which we had relied. Nevertheless, serious as the situa
tion 1a ~ and I have no wish to minimize its gravity - it is not without some 
favorable elements. 

My purpose tonight is to try to present a balanced appraisal of the inter~ 
national economic picture. ' I stress the eeonomic side not because I consider it 
more important than the political and ~lit~ry factors in the situation, but be
cause it ia closer to my own experience. In fact, ot 9ourse, politics and military 
strategy are closely intertwined with economic problems in this task of world 
reconstruction! 

During most of the time since th~ wa+ endeq our attention has inevitably 
centered on Europe, from which .t\Jn~ricans have derived so much of their po+itical 
and social system and to which they are bound by ~o many ties of a common heT1tage. 
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But the importance of Euro!)8 is not merely sentimental. F~r eenturiea past its 
eeonomie and political influence has extended in ever vide~ng circies over the 
world. Western Eu.rope provided the resources to start modern development in 
America, Asia and Africa, and became the major eenter nf international trade. Now 
the preponderance of strength has shifted elsewhere~ to the United States and the 
Soviet Union - but a united and stable Western ~ope could still serve as an 
important faotor in the balance of wnrld power. And with restored productivity it 
could again be a vigo1:·ous force for expanding and stei~lidng the whole wor:l.d 
economy. · 

~t would be inadequate, indeed impossible, merely to re~tore the prewar 
economic pattern in Europe. It was clear even before 1939 that the European 
economy, divided into small and often µ,1efficient economic units, and in many cases 
using obsolete productive equtpment and methods, could not hold its leading posi~ 
tion. Even then Europe was living partl.y on the fat from previous centuries~ ~n 
income from foreign investmen~, on colonial produce, on remittances from inm4-grants 
to the new world, and the like. Thi.a gradual and genteel dec~ina might wel~ have 
gone on for quite sometime except for the two World Wars. As a di.rect result ."r 
the recent Wal' mo-st or Eu+-ope's over~eas eapital ),ISS wiped out, J11Uch of her 
shipping and industrial plant were de.ma$ed ~r destroyed., her prod~ctive power was 
crippled for many months, her ·control over important e0lonial possessions was 
broken, and her eo~reial tie5 with the rest of the world were disrupted, 

The Western Euro~n eou.11tries are ;'ather like a group of fainous old 
manuf'actilring and trading compe,nies, long leaders in their field, whose produ.eti()n 
and merchandising methods have lagged behind some of their newel' competitors, but 
who nonetbele-ss have held an importa~t position in the trade because of their high 
reputation and excellent eontacts. Suddenly, they are struck by a s~ri&s· nt 
dtsa.sters, whl..oh daniage essential equipment, 1(.lpe out their savings and force many 
of their l..ong-time customers to turn to new si,ippllers. Tbeir ~utstandi.ng reputa.
ticn, their knowledge of the business, their still-valuable pl~nta wiil. not 
SU.ffi.ce --to get back j.nto effective, profitable comp~tition witbout a reorganization 
of their c~pital. $tru.oture, rationalization of ~r p~~etive system and pl'()
visi.on of enougll new money tc put them on a -soundfbo~,. 

T~t, by and :+arge, is. Europe 1s pos;ltion. ln tM neeessa-ry· ~ganization, 
the· Unit.,,d -St;lft&s7 throug1' ERP, is playing the ~lee! a realistic inve~tor,,.. who 
evaluates the ass-eta, approves the reorgan.i;ation plans, and provides the necessary 

·-.nev-1n<!>ney • . . 

In concentrating on Europe's present difficul.Ues, it is easy ti!> under• 
value -th1, ·very substantial assets that the 16 Marshall Plan countries still 
poseiess! They have some 270 million highly akilled..pEK>ple, with educational back
ground and ·technieal know-hov ·surpa.ss«i only itl the_ United States, tr anywhere. 
They h~ve great traditi(Dn~ ofJ4r-S~ _repree-entaUve government, a 
rich culture, and a wide exparience in the commer · ~evelopment and polJtical 
administration or a large ~rt of the world. Their b productive capacity, in 
spite of all the damage caµsed by the war,. compare~ fa ly with that of the 
United States. None (!)f tbb European eouniries, perhFp·, can b)T itself ~the 
po$ition or world lead~rsh:\.p which several or them h ·held !n the past, but 
col.leetivel.y thef are one of the two weaithiest and ost p~V& areas "'n 
earth. 
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During the past three years the European peoples have demonstrated 
their will and their ability to work bard, to endure privation, and to 
m~ke effective use of their material assets for ·reconstruction. The extent 
of their accomplishments has not, I think, been fully realized in this 
country. In spite of the terrible destruction of railroad bridges, 
marshalling yards, rolling stock·and other facilities, for example, th~ 
European railways carried more freight in 1947 than in 1938, At the middle 
of 1947 Marshall Europe was building ships at a rate al,most 50% above the 
prewar level . Their electric power output in 1947 was 31% greater than 
prewar. Even coal production on the Continent had climbed back frOJn J.J.% 9f 
prewar in 1945 to 88% by last October. 

I could give you mapy IllOl'e specific examples, but it is enough 
to say that despite a11 ·obataeles ind~~trial production in Great B1·itain, 
Belgium and SQandinavia was running at a higher level in 1947 than in 
19)7, that France and The Netherlands were cloee to prewar levels . Ho~ 
ever, in Italy, Austria and Gennany production .was still s~bstantially 
below prewar. · · 

There have been mistakes, many of thelll-Tourisound fiscal practices, 
ineffectue.l aetion to curb inflation, Communi~t-inspired strikes, an<;i . so 
o~. But on balance the picture is one of courageous, determined and 
effective ijotton, supported by generous American aid, without which the 
Eu?-opean effort~ would have been un&vailing, 

. In spite of this substantial advance since VE-Day, Europe is ~till 
far from fully recovered from the wounds or war. Four factors in parti~ 
cuJ.ar have re~rged its convalescence . · · 

The rirst was an act of God - the weather. Both th~ cold and 
snow of the winter of 1946-47 and the heat and drought of the follow:!ng 
summer were of record severity. As a res'Ult Western Europe's slim fuel 
reservea were exhausteq, her 1nc,ustrial a~d power outp~t curtai led, her 
grain crop for 1947 only 61% or the prewar averare, and her need f9r foreign 
su~plies greatly increased. 

The second adv~rse atrcwn,tanc~ has been the widening political gulf 
between East and West, which slowed the revival Qf the historic exchange ot 
Western Europe's manufactured goods for food and raw material~ from the countrie~ 
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now in th~ Sovi~t bloc~ No substitute supplies from the Western Hemisphere 
could fully rep1aee food from the Danube granary, coal from roland, Finnish 
timber products • ~nd other Eastern ~opean goods . Success of EBF may depend 
in con~iderable part upon some revival of this trade between East and West in 
Europe . There are many difficulties involved - the disruption of transpor~ 
facilities , exchange controls which impose almost a barter system, and the 
increas ing rigidity of trade restrictions at the Iron Curtain. Russia 
apparentiy is t r ying to redfrect much .of the trade of her satellites away fro~ 
the West and thus shield them from possible contamination, but there are strorig 
natural and histor·ical ties between the economies of East and West which ma.y 
prevail ~ver political pr~ssures. 

There is danger that Americans , in their natural concern about the 
"cold war 11 , . may act to cut · off the excr..a.nge of goods between the Western 
nations and Eastern ~urope , includi ng the Soviet Union. Certainly it makes 
sense to prevent exports which are required for ERP or other necessary purposes , 
or which would increase the military strength of the Sovi et bloc relative to 
that of the West ; bt+t such restrictions shoul4 be .applied with care , for 
Western Jnur ope , and the United States too , obtain va];i.lable ms.terials from 
Russia and her satellites . I t i~ worth remenberi:ng that even during the war , 
contacts between the .,t\llies and Germany were not entirely cut off . ;Prisoners 
were el;changed , and the_ Allies. even got a few strategic materials from ·oehind 
th_e enemy lines - sue~ as jewel bes.rings for air plane instruments from isolated 
Switzer land, and special silk bolting ctoth from Northern italy, The neutral 
countries in Europe were allowed t o import food and raw ~.aterials , which doubt
less contri.but ed in some ways to those countries I exports to enemy nations ... 
but the reciprocal benefits were well worth the r isk, I believe similar 
criteria must be used now, to weigh the relative advantages and disadvantages 
for Western Europe of each transaction, 

?he third p~oblem retarding l!luropean recover y has been the slowness of 
Germany' s eoonom:!,.c 1·evival . Germany, and the ai.mr in Fticulttr , has long 
been the heart of the Eur 9riean economy. The continued. low level of German 
pr oduction ha.s made i t impossible for the neighboring countr ies to obtain 
adequate s~pplies of coal , steei , chemicals and machine~y, or to sell food, 
:raw mate:rials and nnnufact\+l'ed products in the Ge;rman market . Even apart from 
the physiea.l de$tructio~ c'.lused by the wnr , German recove.-:y was hampered by 
the widening split between ~ast nnd West and the ~owing confusion, indecision 
nnd insecuritt of Four Power nd.ministrntion. ·The r ecent u.nif;cation of the 
western zones nnd their int egrn. tion into the ERP incren.ses the hope that this 
areo. may once ngn;n Qeconw rt functioning _ pe.rt of Europe 's economy. Those 
developments rep!'.esent n grent concession on the part of tho Europea n cou,.'1.tries , 
a major victory ovor their nntu.rr1l fe,,rs , fo r the memo,:,y of !1az1 aggression is · 
still fresh in their minds. · 

i1he fourth blow to the progress of ]luropean recovery en.me ·with the 
.failure of storUrig eonvertibility la.st July ~ 'Xhe weakness Qf the British 
pound and t he o.cuto thort.,.ge of dollars elsowher e mr.d.e it i mpossible fo:r 
.i3ri tain t~ kct'p on giving dollars ~o bolders of :pound$ for more th,;,,.n a tew 
days ; the old restrictions nad to oe ~eimposed, Thus o~e of the chief objective 
of the British loan of 1~46 had to be abnndoned, und the dollar shortngG in 
oth,er Europe::.n countr i oe beca,me ~ven mvr1c M1,1te . 
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The effect of these developments · w~s to set back pr oduction and prevent 
a revival of the normal flow of commerce , upon which Western Europa, nore than 
any other area of comparable size, is dependent. It ~s proved to be a much 
simpler task to repair. physical damage than to restore the delicate nervous 
system of trade , within Europa and with overseas areasi which took so mD.ny 
years to develop. O~e of the chief aims of EBP must be not only to restore 
Western Europe 1s ca~acity to produce, but also to bring about a real revival 
of its commerce~ which :requires vigorous action by the European countries 
themselves to lower customs oa:rriers , remove othe?' trad,.e restrictions and 
stabilize currency values . None of these steps ~s impossible, 'bilt they all 
require time ; -and they are intimately tied up with the resto1!l.tion of production 
an~ internal stability in the various ;@u.ropean countries . 

The economies of all these nations are closely related. Recove~y rrny 
proceed at a different po.ee in different countries , but basically the recovery 
of each depends on the recovery of ~ll; that is why Western Europe must be 
reor~nized as a .whole . lndividuRlly ~hey cannot achieve a staole 3conomic 
'balance ; collectively their assets are enormous and ~heir prospects hopeful . 
I ndeed the main reason for giving them nid lies not in their weakness but in 
their inherent strer:..gth . · 

· ln saying this t do not mean to s~ggost tpnt s~ccess of the EBP is 
aesurei. ~pproval by Congress is only the first step~ The hardest pa~t is 
still to come . Far~reaching measures of €conomic unification and reform will 
have to 'be taken in the ptt.rtioil)<;ting co-u,ntries - measllres to stn'bilize their 
currencies and financial affairs , to stem inflntion, to get rid of inefficient 
"business and l.abor practices tho.t have grown up over many yo-::i.rs , to lower trRde 
barriers nn4 eventually t o achieve an economic unionr Many vitnl aspects of the 
Program wtll be ~pQpl,l.1.ar ; some will injure strong nnd articulate vestod 
interests; and ~ll of them will be misrep:rescnted by its opponents . The first 
fresh enthusiasm for the Progr~m is sure to wane , even among its strongest 
support ers , as unforeseen problems arise nnd. optimistic hopes are not always 
fulfilled, it Will not be easy to keep ~live , throug)1. fo:ur yenrs of h~,rd work 
t.md austerity, the high purpose a.nd sense of u:irgency which have brought f.'..bout 
suoh encouraging action durir..g tha past few months, it will be hard to keep 
the administr~tioµ of the Program keen and vigorou$ , free of entnng"Ling red 
tape a.nd unimaginative routine. It wUl ofte~ be hal'd also to :prevent the 
nec.easary international negotint~ons from boggiri.g down in petty haggling .. 

Puol~c support in Europe , a~d also in the United States , must th.er~ 
fare be focussed upon a single common aim which is emergi~g with gi-owing 
clarity~ to provide a firm economic b~se for real EUl'~pean unity. ~he 
Recovery frogram II!t+St be so planned and administered as to serve as a constant 
incentive and means of persuasion toward this end! . That is its great hope and 
its great promise~ 

~he ideal of Europe~n unity has insplred philosophers and st~tesmen since 
the Middle ,Ages . JJ:he present crisis , if it provtdes the pressure nzeded to 
m.ake this ideal attainable, may yet be judged a blessing in disgtJ.ise . 
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It is in Europe that the basic issues we face today are posed in 
clearest and most urgent form, ·but Europe ' ? problems cannot be solved apart 
from the rest of the world. · The EEP countries cannot be self- supporting 
unless they can sell their pr oducts abroad, and buy the food and raw 
materials they need from Ea.stern Europe, and from Latin America and Asia , 
us well as from the United Stntes a.nd Canada, So long as the ability of 
these n.reas to produce and to buy is crippled by economic or politicai 
distntegrntion1 the foundations of Europete economy - and the American 
economy as well - will ~eir¥~in insecure. 

But the fact is that ~ope and the rest of the worl d are so 
interdepe~dent that ~~e European .Recovery Program is also· a Latin Americ~n 
Recovory Program~ and to a lesser extent also a Recovery Prog,:-am for the 
Fnr East , the Middl e East, ~nd Africa~ for only through recovery in Europe 
can interDD.tional economic stability be restored, Revival of European 
production nnd buying power will benafit these other ar~as nt once by. 
inc~oasipg suppli es of the mnnUfact ured goods , especially capital equipment , 
which they need, o.nd by restoring a principal market for their exports . 

. . 

'l'he benefit in some er.sos is even m9rc direct ; the EBP as p;resonted 
to Congress envisages vory ln.rge 11off-shore 11 puroha.sos - th'lt is, purchnses 
from other countr ies thnn the United States . Of the $5 . J billion approved by 
Congress for the first yenr of ERP ~ it is cstimntod thnt some $2 billion will 
be spent outside the United States , mo.i nly in t~tin Amoricl\. These funds will 
be used to b\cy' grain from Cnlll\.d...~ ~nd Argentina: , sugar from Cub.'.l , !~ts and oils 
from ]rai,il , oil from Venezuela Md the Middle East , nitrates from Chile , o.nd 
tho other :products needed, for · ,.,_ modorn econo1I1y . Not only wUl this relicv~ the 
pressure on American suppltcs , but it will provide the otper supplying countries 
with the dollars whico. hnve now booomo the principal medium of world trade . · 
The dollars spent abroad will all fl~w back to the United StateB eventually, 
but in the course of their wanderings they will irrigv.te the pnrched economies 
of raaey nreas . 

1'hc 'lµ'gent mm. oritictu nature of. this problem of reconstruction is 
reflected not on;Ly int~ EEP 1 but ~lso in the fnct that all but one of the 
loans so fnr made by the Inter~~tional Bank have been to European countries~ 
In the long ru.n~ however , the other aspect of the Bo.nk' s responsibility - thnt 
of promoting economic development - is oven more significant . The world can 
achieve and Jiv.-:?.intain a. stable economic bnlo.nce only if the volume of 
production and trfl.dc is cons·idero.bly higher in the yea.rs to come th.'ln it wn.s 
before the wnr; and that will be possible only if the prod~ctive c~pncitf of 
less advanced countries - in iti.tin ,A.m~ricn. , in the l-fiddlo n.nd. Fnr E11,st n.nd tn 
the colonial nreas of Afri,c~ - nre much more fully dcv~loped, 

For the po.st few months the Intern,~tion,~l Bank: has been explo~ing 
r~ther oxtensivelr the needs and poss\bilitios of internn.tion,~l economic 
development , 'l.'he needs 11+e shown in the low living ~tnndr•.rds , the inefficient 
nothods of produci,ng and. disti-ibuting goods , the wr1.ste of rnnnpower and 
resources which characterize economic lite in most of the world. We know 
fro~ experience tbnt these conditions could often be l'!l'U.Ch ir.tpro~ed by 
realistic use of capital, modt;rn technicnl knowledge ::1.nd mn.nfl.goment tcchniquos., 
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and proper training for workers . Possi bili tics for development exist in 
almost every country: arable land can be extended through irri~.tion; 
crops can be greatly increased by fertilizers and better tools - even by such 
a. sir.iple ioprovement as substituting steel plows for primitive pointod sticks ; 
tho output of consur.ier goods can be expanded by developing s i npl e industries ; 
raorc coal and other minerals can be produced by oech2.nizing some of the 
nining pr ocesses . All these ioprovements wtll contribu~e di rectly to higher 
living standards in economically 'backward countries , and to larger ~nd more 
st~blo worl d trade . 

Oonmunist propagandists have built up a vociferou13 foll owing 111 nt..".'.!-:Y 
undcrdovcloped countries by painting a utopian prospect of potential ndvnnces 
under a Co;::u:ronist regi~e ·and by assailing the actior-s and motives of privnte 
cnpi tal , and foreign capital in i,art iculn.r . But sound economic d,cvolopment 
can.,ot be achieved merely by wishing for it , nor by ~dopting some nttractive 
ideology, It r equires hard work~ reaU.stic thinking, and the estnblishncnt 
of local conditions which r.iake for econonic stnbility 4nd provide ~n incentive 
for productive invostnent . Sound developncnt in Lntir. Ancrica , Asia er Africa 
today depends basically on the efforts of the pcaple of those areas~ just as 
the devclopoont of the United $t~tcs wna nostiy th3 work of .,l\ncricnns. Eut 
inported capital and t ochnic~l e~orience can help to 1'\.:~ke the process oaeier 
nnd faster , as it did fo~ the United States a century ago . 

Dovelopoent of econonic~lly bnokwfll'd nrens i~ ~ot n .u:ittcr of concer n 
to those areas alone; it is no less i riportant to the long run well~boing of the 
Unttod Stntes . This country tis the grcntest eco:ior.1fc power fn the w·orld'"ms a 
vi tn.l interest i:r. develop!ng nore o.buncw.nt sources of supply for the l':1.:".'.t er-inls 
it needs a?W,. wider rnnrkets !or the goods it ha.s to sell • Moreover , sound and 
productive investnents should po.y dtvidends directly if tho world can bo 
establi$hed and r:nintained on a fairly even keel . 

~ ha,ve been stl'Uek by the parallet bet ween the position of the 
United States todny and tbP.t of Great Britcin in tho years after the 
Nnpoleo~ic Wars ~ Briti.sh indust:ry was thon ruch f:lrthor advanced than thDt 
of any other country. The Royal Nnvy1 s do~ination of the sens r.ID.de it 
possible for producUon and trnde to dovelop abroad in relative safety. 
Brit~inls political inter osts were best served in general by support of 
freodoo-,.secking ele~ents abro~d, ~nd. p0Thnps nost inport~pt of all , her 
exports of capit~l st~rtcd the development of ~griculture , ra ilways, oines 
and f~ctorios on the ~·a.ropoan continent nnd in Ancric~, Asia and Africa, nnd 
s~arkod loc~l initiative to continue the process . British ~nagenent and 
t cclmtcnl ''know-how" were e:,i:pQrt ed to every corner of the world, and sti '1ul.ated 
the growth of loca.J,. i mront:l,vo110ss o.nd orgrmizing ca:!'n.ci.ty" 
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The political and social consequences ot the ext~rdinary economic growth 
were equally important. The conditions under.which ~t took place encouraged 
individual initiative and permitted increasing personal f"reedom • . The phenomenal 
growth of product:l.on and trade inspired confidence in the soundness of liberal 
ideas and institutions, and faith in the certainty of social progress. Inter
national conflicts were localized and peace settlements were moderate, since it was 
in the interest of all to get back to business as quickly as possible. There 
developed an increaein.slY. complex ~abr~<? of collaboration among individuals of all 
nationalities, across national frontiers • . A. gro'Wing commun~ty of lnterest seemed 
to be in formation, uptil it was disrupted by the parallel growth of political 
nationali S111. · 

If peace can be preserved it may not be too much to anticipate a new 
spurt of develo:pnent comparable in magnitude to that or the last century, 'With 
si,milarly impressive political and ps1chological benefits~ 

The conditions of international development; of course, are not the same 
today as they were then. It is now a more difficult undertaking in many ways: it 
involvee heavier investments and greater risk of fOss; it .is hampered by the self
conscious nationali~ of most under developed co'Untri~s and by IllUch 'Wider govern
ment intervention. But the sums nvailable for development now are much greater 
than they were in the early 19th century, and our economic and technical knowledge 
has advanced enormously. · 

We who are connected with the Inte:M'ational Bank hope to play an important 
and constructive role in this process. All of you, no doubt, have read and heard 
a good deal about the .Ban~, and I shan't .go into mueh detail about its work. But 
there are one or two aspects of its e~t-up and operations that seem to me to be or 
particular interest. 

In the first place, the Bank is an international institution, O'W?led by 
the 46 member goveTnments. Unlike ·some .other international bodies, however, it 
bas the power to take action and not merely to make reccnnnendations. It has funds 
of its own to lend, and the authority to ·l:>orr°"' more. Its staff is international, 
with m~mbers from 23 different co'LU\tries, but in their work they owe no respon~ 
sibility to their respect ive gov~rnments - on.i, to the Bank itself. A Board c,f 14 
Exee~t!ve Directors, each repree~ting one or more of. the member governments, sets 
the policies and passes on ~ajor decisions, but 'the initiative in all operationa 
is ta~en by the Bank's international staff. Decisi,ons of the Board are Dl8de by 
majority vot.e, each di:r&ct or having a different number of votes depending on the 
amount subscribed to the Bank's capital by the patio~ or nations he represents, 
So far, however, we have had no dissent~; the aank's staff ha$ received wonderful 
support from the directors ?tall nationalities • . 

Another important aepeet of the Bank is its method of financing. It will 
draw on private investment funds for most of its loanable ·resources by ~elling 
Bank bonds, 'With all member goverhme:nti:J guaranteeing these bonds to minimize the 
risk to private investors. to be more p~ecise, the system works thia way: All the 
member governments have subscribe4 to the Bank's capital in varying ·amounts 
according to their means. The total ot these subscriptions is something over $8 
billion, of which the United.States share is a little more. than $3 bill.ion. But 
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•nly 20% ot each cotmt:ryts subscription ~ad to be paid in, bf which one-tenth, 
er 2% of the ·~otal, was payable in gold or dollars and the rest in the respective 
local currencies. In effect the capital funds imnlediately available for lending 
are confined to the 2% paid by all members in gold or dollars plus the 18% paid 
in dollars by the United States, a total of about $730 million. The other 80% 
or the capital subsqriptJ,on provides the guarantee fund for pr!vate buyers or 
Bank bonds, 

By this kind ef arrangement it is posdble to channel private capital 
into international investment on a broad scale and a soUnd, well-informed basis. 
The goverlll!lent guarantee makes our bonds good investments, even for relativelr 
Slilall or cautious investors. And the necessity for O\lr going into the Dl8;rket 
fw the major part of the Bankts funds h.elps to ensure that we Yon 1t stray very 
far from e~onomic realities. 

The third poin~ that I'd like t() stress about the Bank is the advantage 
it derives from its ~nternational character. It is not an arm of any gover~nt, 
but is responsible ultimately to all 46, Its loans are made, therefore, on an 
objective, ~political basis, taki~g into aqcount not only tbe profitability 
of the particular project it is asked to finance but ~e .effect of the loap on 
the borrowing country's economy as a ·whble and releva.nt int~rnational factors 
as well. 

At the same time .the Bank has greater prestige and authority than any 
private institution could have; si"c~ its interests are i dentical with those of 
its members the latter have conf1d~nce in its objectivity. The Bank is therefore 
in a strong position to instst on condittons necessary not only tQ safeguard 
1t$ loans, but also to m,:ke them eff~ot:i.ve--eonditi.ons which might be r esi~t~ 
as an invasion of sove~eignty if they were imposed by another government or by 
p~ivate investors. 

The Bank cannot and does not expect to carry the ~P burqen of financing 
development. The principal contribution must come, of course, from capital · 
resources right within the country concerned; and one of our ma.in aims is to have 
underdeveloped countries make eff ective use of local. funds and increase the rate 
or savings for p~oductive uses. Even r~r international financing the Bank is no 
substitute for p~ivate capital~ On the eontrary, our purpose is to blaze the 
trail for privst~ finPncing. Bt reduatng some Qf the risks w~ch now inhibit 
int~tional lending and tmteettnent, ~e hope to start private capital flowing 
in amounts far ~eater than we dou1d hope to p~ovide. 

l Should 1i~e, in. conclusion to atres$ one poi nt which i believe has 
been impl.icit in all! have said to;;l.gnt. The United States qccupi ee a position 
of unparal.:,..eled wealth and· power in the world .today, and ~as bee~me for millions 
of people the only hope of . escape from growing misery and ultimat e chao·s or 
enslav~me~t. Thi$ pr$eminent pe$ition :imposee a tr~nendous responsibility upon 
Americans, a rasponsibtlity which we cannot pr operly discharge unless we face 
t oday' s crucial iss~es calmly a~d reali sti ~ally, The isolati onist's complacency 
and the sentimental,.is~ of the world~wid~ welf~re worker are equally immature and 
d~erous. To get through this troubled peTiod into a new era of peaceful grovth 
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and prosperity will require American leadership of unusual quality, backed.by 
an alert and intelligent public opinion • . T~ere are some ·who believe that 
democracy is too decadent, too divtded, too indecisive to ·compete effectively 
with the newer totalitarian religtons, l, fo?' one, do not believe it. We need 
to reaffirm the ideals and purposes that we have sometimes taken to~ much for 
granted for it is in ~ts democratic faith, even more than 1n its physical power, 
that the strength ~r .Amerioc lies. 

*'************"'** 
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THE INTERNATIONAL BANK AND THE WORLD'S e NEED FOR MORE PRODUCTION 

Out of his long experience in problems of international finance, 
Tom McKittrick has given us a most able analysis of the European 
situation. With this as a background, I shall tell you something 
of the operations and policies of my institution, the International 
Bank for Reconstruction and Development, and discuss its rela
tionship to the problem of rebuilding p;roduction, trade and finan
cial stability in Europe. I shall also touch on the related subject 
of development of some of the resources of other parts of the 
world. I trust that you will bear with me if to some extent, and 
for purposes of emphasis, I tread on ground covered by the previ
ous speaker. 

The Bank is now an operating institution, and I believe that 
it is proving to be an example of practical international coopera
tion. After considerable delay it is now performing the work for 
which it was created, the making of loans for productive purposes. 
Our Second Annual Governors' Meeting was held in London last 
month and was attended by the Finance Minister or some com
parable official of each of our 45 member nations. This stock
holders meeting was handled expeditiously, carried out its sched
uled program of formal action, and provided an opportunity for 
useful informal discussion and exchange of views. 

Our Directors, now 13 in number, have been giving conscien
tious and intelligent attention to the work of the Bank, acting on 
matters of policy, loans and other major problems quite in accord
ance with the general role of corporate directors. These men of 
different nationalities and diverse interests and viewpoints have 
given splendid backing to the management, and there has never 
been a formal division in the Board on any question on which 
it has acted. This is not to infer that there are no differences of 
opinion. We have frank and sometimes spirited discussions and 
a thorough consideration of various points of view, but up to 
now it has always been possible to arrive at decisions which have 
received the full support of the Board. 

Our staff now consists of about 370 men and women of 20 
different nationalities, and includes a remarkable diversity of 
training and experience now working together with business
like efficiency. As you know, John J. McCloy, formerly Assistant 
Secretary of War, assumed the presidency in March and I became 
Vice President and the General Manager. 

l 



Since M,ay of this year, the Bank has made four loans-$250 
millions to France, $197 millions to the Netherlands, $40 millions . 
to Denmark and $12 millions to Luxembourg, a total of $497 e 
millions. These loans are for the purpose of supplying equipment . 
and materials to increase production. They are providing urgently 
needed supplies and should be of substantial aid to the borrowers 
in building up their output of goods. 

We have provided for close supervision in the disbursement 
of funds, making payments only against carefully checked docu
ments. Furthermore, our 'representatives in the borrowing coun
tries are closely checking to insure that the goods purchased with 
our funds are actually used for the productive purposes agreed 
upon. In this manner we are taking care to avoid some of the un
happy experiences of certain foreign lending in the past whereby 
proceeds of loans were used for non-productive purposes or other
wise diverted. 

One of the interesting elements of our loans are provisions that 
the Bank be supplied with a fl.ow of pertinent information re
garding the economic situation and developments in the borrow
ing countries, and for continuing consultation between the gov
ernments and the Bank on :financial and economic matters. I am 
frank to say that it was not easy to get these principles of super
visiorr and consultation accepted in our earlier negotiations. How
ever, they have been accepted on the sound ground that the Bank 
is a cooperative international institution in which the borrowing 
members have both a financial interest and a voice, and that the 
Bank can therefore properly exercise these functions without in
fringement on the national sovereignty. 

we are now in various stages of discussion with other member e 
countries regarding their economic and :financial plans. It is our 
belief that we can be of practical assistance to many of our mem-
bers in the study of their economic problems and in helping to 
develop realistic programs of reconstruction and development. In 
general, it will be our policy to assist in the diagnoses of problems 
and the development of broad plans. As to the detailed working 
out of such plans, such as a revision of the tax structure or the 
development of a power project, we will be prepared to advise 
the member government on the selection of private technicians, 
engineers or other experts. 

Without taking time to go further into this aspect of our opera
tions, I can summarize by saying that it is our hope that the Bank 
can be a constructive influence in promoting sound economic and 
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financial measures and that it can supply practical aid and advice 
. with respect to both policies and techniques. e On the other hand, it is essential that we recognize the Bank's 

limitations. There has been much misconception that the Bank 
has $8 billions of funds at hand out of which to make loans. The 
facts are these. The subscribed capital of all the 45 member na
tions does add up to something in excess of the equivalent of 
$8 billions. However, only 20% of this is paid in or ever will be 
paid in for the purpose of making loans, and of this paid in capi
tal only about $725 millions is in United States dollars. This is sig
nificant because, as I am sure you realize, the present demand is 
almost entirely for dollars to buy goods primarily in the United 
States. Furthermore, we can lend our capital only with the con
sent of the nation whose currency is involved. Today, unfortu
nately, there are few countries other than the United States which 
are in a position to give such consent. With the exception of the 
equivalent of $2 millions of francs made available out of its sub
scribed capital by Belgium to cover the purchase of railway 
equipment by Luxembourg, all of the loans that we have made 
up to date have been in United States dollars. 

In order for the Bank to obtain additional dollars for the pur
poses of lending we must sell bonds to private investors, and 
under existing circumstances, predominantly to investors in the 
United States. AB you may recall, we sold our first issue of $250 
millions of bonds in July. 

The bonds of the Bank have behind them, of course, all of our 
assets, including our loans and the unqualified right to call upon 

_ all of the member governments for the unpaid 80% capital sub-e, scription. We have tried to make it abundantly clear, but it bears 
repetition, that in the event it is needed to meet the Bank's obli
gations, the United States Government is committed up to a total 
of $2~ billions, irrespective of whether the guarantee is met by 
any other member nation. Thus, up to this amount, the bonds of 
the Bank are covered by the full faith and credit of the United 
States. Without in any way inferring that the obligations of the 
other members will not be effective, we recognize the fact that at 
the present time the American investor is looking primarily at the 
protection provided by the obligation of his own government. 
Based on this obligation, it is now possible for the investor in 
America to make his funds available for world reconstruction 
and development with adequate protection. 

We are conscious of the question in many minds as to whether 
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the Bank will have resources sufficient to do its proper job. In 
this connection, it was an obvious misconception to believe that 
any one institution could provide all of the funds necessary to re-
pair the damages of war and develop the untapped resources 
of the world. Furthermore, we must recognize that the present 
situation is more acute than could have been foreseen when the 
Bank was created at Bretton Woods in 1944. Not only was the 
physical destruction greater than was realized, but the dislocation 
of production, trade and the very life of hundreds of millions of 
people has been more profound and widespread. 

Recovery would have been difficult enough if, when the fight
ing ceased, the world could have united in its efforts for recovery. 
Instead, there is a deep and virulent division, with the Soviet bloc 
in opposition and hostile to almost every effort which is being 
made outside its area to rebuild productivity, trade and stability. 

And, finally, much of the current disappointment at the pace 
of recovery, including criticism in some quarters of the limited 
amount of loans made by the Bank, arises from the fact that 
many hopes were too high; that it was too much to expect that it 
would be possible to foresee and provide for quick recovery from 
the most destructive war in history. We should not lose sight of 
the fact, which Tom McKittrick has mentioned, that it took 7 or 
8 years after World War I for Europe to reach a reasonable resto
ration of its industrial and agricultural productivity. 

In addition to what the previous speaker has said regarding 
the needs of Europe for food, for materials to run its industries 
and for the restoration of financial stability, I would like to em-
phasize a few additional factors affecting recovery. . 

Manpower is a bottleneck in Europe. There is a shortage of e 
labor to perform the urgent tasks. This shortage could be met in 
part by more efficient utilization of labor, by reduction of the 
number of people unnecessarily employed in governmental and 
other non-productive pursuits, and by a greater mobility of man
power, in part across national borders. Moves toward the solution 
of this problem must be made by Europe itself; the problem can-
not be solved by loans from America. 

The requirements for capital goods to rebuild, modernize and 
expand productive facilities constitute the field in which the Bank 
is most concerned. Even for this category of requirements our 
funds cannot be sufficient to do more than 611 the most pressing 
needs. The estimate in the Paris Report on the Marshall Plan is 
that $3,100,000,000 of industrial capital goods are required over 
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the next four years. We have not yet gone far enough in our 
studies to justify an opinion on the reliability of this estimate, but ewe are obviously giving close attention to it 

I think we must all realize that the Paris Report is merely an 
economic prediction. Covering the period of four years, it is 
necessarily general and lacking in preciseness. The form, the tim
ing, the conditions, the means of implementation, all must be 
worked out. In Washington and elsewhere a tremendous amount 
of work is being done on every aspect of this problem and we in 
the Bank, in close cooperation with many other agencies, are at
tempting to develop answers to the many questions. 

At the present time it is impractical to judge the validity of the 
estimates which have been submitted. Subject to much more de
tailed and continuing studies, I find that most of those familiar 
with the problem are in agreement that Europe requires substan
tial assistance if she is to increase production and regain stability; 
that it is essential that the assistance rendered be not too little, 
but that also it not be so much as to relieve Europe of making its 
own maximum effort. Aside from the amounts involved, I think it 
is fair to say that Secretary Marshall's invitation to the European 
countries to study and state their needs and the consequent Paris 
Report are something unique in history. No country ever indi
cated a willingness to consider doing so much for the general 
good without tangible quid pro quo. It is an example of positive 
leadership based, I believe, on the realization of America's vital 
self-interest in world recovery. It is noteworthy to contrast this 
attitude with that which existed after World War I. 

On the other hand, I think Americans should recognize the 
- accomplishments of the Paris Conference in agreeing upon a frank 

analysis of Europe's economic ills, and of facing up to the steps 
which Europe must take to correct them. Skeptics may say that 
these are merely pious expressions of good intent, without evi
dence of determination to put them into effect. Realists certainly 
will demand that the undertakings be put in more concrete form 
and that specific action by the European countries individually 
and collectively to carry them out must accompany the granting 
of aid. But with all these qualifications it seems to me that real 
progress bas been made on both sides of the Atlantic towards 
facing up to the gravity and realities of the situation. 

'4 

Perhaps in the last analysis the success or failure of the Mar
shall Plan, the recovery of Europe, the chances of an escape from 
another war and the security and well-being of America depend 
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on intangible factors. Will there be the bold and constructive 
leadership both here and abroad to meet and solve an unprece
dented problem? Will the people of America grasp the basi~ 
issues, will they have the maturity and firmness to unite behind 
their leaders, not in an emotional splurge of generosity but in a 
determination to adopt and follow through a consistent, realistic 
policy? This will probably not bring them gratitude and thanks 
but criticism from many quarters and an attack on their motives. 
This is hard for Americans because they wish to be liked, they 
want to be good fellows, they welcome a pat on the back. But 
they cannot afford to be swayed from their determined course by 
irritation at harsh words directed at them by those who are igno
rant or hostile. Leadership cannot always be popular, but it must 
be effective. 

For the people of Europe the test is even more difficult. After 
a terrible battering in two world wars and a diffi~lt interval be
tween, they are poor, weary and discouraged. Will they respond 
to America's aid by working harder, by continuing sacrifice, by 
willingness to pull together? Will their leadership have the vision 
and courage to take the hard measures necessary to increase pro
duction, to move towards financial and political stability, to dis
card some of their traditional methods and to lay aside some na
tional susceptibilities. 

I fully concur in the emphasis which Tom McKittrick has 
placed on the urgency of restoring financial stability, on restoring 
confidence of the peoples in their own currency. Without this, no 
sustained recovery is possible. This is one of the most difficult 
problems of reconstruction. It must be worked out in connection 
with provision for a reasonable minimum supply of food and A 
other necessities of life and for increasing productivity. In cer- W 
tain countries it will probably require stabilization credits, to back 
up firm measures of internal financial reform: 

To many people it also seems probable that Western Europe 
cannot attain a reasonable standard of life, irrespective of the 
amount of outside assistance, unless there is a reduction of bar
riers to the flow of trade between the constituent countries and 
greater integration of their economies. Broken up into the tra
ditional small trading areas, it is not possible to take full advan
tage of modern technology, and without better technology, with
out full use of the best know-how in every line, Europe may not 
be able to reach an acceptable level of productivity nor to pro
duce goods at costs which will be competitive in the markets of 
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the world. This is recognized in the Paris Report; to translate the 
thought into accomplishment will be a real test of statesmanship. 

- Returning now to the specific role of the Banlc, I wish to reiter
ate that the Banlc cannot act as a stop gap for emergency aid. We 
cannot provide food and other sustenance items. It seems quite 
clear to us that further large scale loans for productive facilities 
must be integrated with what may be provided under the Mar
shall Plan. Even so, the Banlc cannot supply the funds for all that 
is required in this category. We can only be a trail blazer, at
tempting to meet the most urgent and critical needs, in the hope 
that in increasing degree private capital and industry will step 
into the picture. I was invited to meet last week with a group of 
New York business men to discuss how private industry might 
work with the Banlc in the development of direct industrial invest
ment in Europe and elsewhere. As a result of our preliminary 
talks we agreed to work together in developing methods whereby 
private investment might participate in some specific reconstrue,~ 
tion projects. 

We in the Bank realize that we must not permit the urgency 
of European problems to interfere with our activities regarding 
the sound development of the resources of our member nations 
whose economies are less fully developed. Of such areas, perhaps 
Latin America is especially important to many members of this 
audience. All of us are aware of the great resources of materials
copper, tin, iron ore, timber, oil-to mention a few-which in in
creasing degree are essential to the needs of American industry in 
peace as they proved vital during the war. On the other hand, 
there is a huge potential market for imported goods in this area. e To an even greater extent than in Europe, the amount of its 
own funds which the Banlc may have available for loans in con
nection with development in the still economically underdevel
oped lands outside of Europe can only be a small fraction of what 
will be required. Experience shows that the sound progress of 
underdeveloped areas has been the result of a combination of 
their own resources and manpower with the capital and know-how 
from the more mature and economically developed nations. Per
haps the most striking example of this is the United States of 
America itself. It appears obvious that Latin America and other 
underdeveloped areas must rely primarily upon private foreign 
capital and business to assist in their development. 

However, the capital and know-how will not be available un
less favorable conditions exist. Where, as in the case of a number 
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of Latin American countries, credit has been impaired through 
failure to meet obligations, steps must be taken to restore thi.A 
credit. These countries must put their financial houses in ord. 
to create the necessary confidence. They must offer a fair deal to 
foreign capital and management, at the same time that they insist 
that the latter refrain from the exploitation which in the past has 
not been unknown. Perhaps as an international organization the 
Bank may be of help to these countries in taking the necessary 
steps. 

The experience of American business in Latin America and 
elsewhere abroad has been neither all black nor all white. Some 
companies have suffered losses, but many others have profited 
well. In the undeveloped areas high profits are the accepted re
ward for successful enterprise. 

Unquestionably there has been suspicion and even hostility 
towards foreign capital and enterprise in some of the Latin Ameri
can countries. However, there are signs of reversal of this attitude 
and an increasing desire on their part to encourage American 
business and capital to come into their countries on a fair and 
equitable basis. We in the Bank are most desirous of encouraging 
and assisting in this process. 

Certainly there are none in this audience who can ignore the 
critical state of world affairs. It may be no exaggeration to say that 
the problems and perils ahead are greater than modem civiliza
tion has ever faced. It is easy to yield to fear and discouragement 
However, it is in the American tradition to meet dangers with 
bold and practical action. The stakes are high-perhaps no less 
.than the continuance of private enterprise and the maintenanc. 
of our democratic way of life. W 
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THE INTERNAT!QJiAL ;§:M'X AND THl!; WORLD'S N@) fOfl MORE PRODUCTJ;~ 

Out of his long experience in problems of international finance, Tom 
McKittrick has given us a most able analysis of the European situation. With 
this as a background, I shall tell you something of the operations and policies 
of my institution, the International Bank for Reconstruction and Development, 
and discuss its relationship to the problem of rebuilding production, trade 
and financial stability in Europe. I shall also touch on the related subject 
of development of some of the resources of other parts of the world. I t~st 
that you will bear with me if to some extent, and for purposes of emphasis, I 
tread on ground covered by the previous speaker. 

The Bank is now an operating institution, and I believe that it is proving 
to be an example of practical international cooperation. After considerable 
delay it is now perfo~ng the work for which it was created, the ma.king of 
loans for productive purposes. Our Second Annual Governors Meeting was held 
in London last month and was attended by the Finance Minister or some compar
able offici~l of ea.ch of ou;r 45 member nations. This stockholdc+s meeting 
was handled expeditiously, carried out its scheduled program of formal action, 
and provided an opportunity for usoful informal discussion and exchange of 
views. 

Our Directors, now 13 in number, have been giving conscientious and 
intelligent attention to the work of the Bank, acting on matters of policy, 
loans and other ~jor problems quite in accordance with the gcperal role of 
corporate directors. These men of different nationalities and diverse in
terests and viewpoints have given splendid backing to the management, and 
there has never been a formal divisiqn in the Board on any question on which 
it has acted. This is not to infer that there are 110 differences of opj.nion. 
We have frank and sometimes spirite4 discussions and a thorough consid0ra.tion 
of various points of view, but up to now it has always been possible to arrive 
at decisions which have rcooived the tull support of the Board. 

Our staff now consists of about 370 men and women of 20 different nationali
ties. They include a remarkable diversity of training and experience who are 
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working togsther 'With businesslike efficiency. As you lalow, John J. McCloy, 
formerly Assistant Secretary of War, assumed the pr esidency in March and I 
became Vice President and the General Manager . 

Since May of this year, the Bank has ma.de four loans - $250 millions to 
France , $197 millions to tbe Netherlands, $40 millions to Denmark and $12 
mi l lions to Luxembourg , a total of $497 millions . These loans are for the pur
pose of supplying equipment and materials to increase pr oduction. They are 
providing urgently needed supplies and should be of substantial aid to the 
borrowers in building up their output of goods. 

We have provided for close supervision in the disbursement of funds , 
making payments only against carefully checked documents . Furthermore, our 
representatives in the borrowing countries are closely checking to ins:urc that 
the goods purchased with our funds arc actually used fo~ the productive pur
poses agrocd upon. In this manner we are taking care to avoid some of the un
happy experiences of certain foroign lending in tho past whereby ~oceods of 
l oans were used for non-productive purposes or otherwise diverted. 

Ono of the ;1.ntoresting elements of our loans are provisions that the Bank 
be supplied with a flow of pertinent· information regarding the economic situation 
and developments in the borrowilig countries, and for co11ti~1:rl.ng consultation 
between- the governments and the Bank on financial und ec•-•!.'c:Jlic matters, I am 
frank to say ~hat it was not easy to get these principles of !Upervision and 
consultation accepted in our earlier negotiations . However, t.hcy, ha.vc been 
accepted on the sound ground tha.t the Bank is a cooperati1rc international 
institution~ which the borrowing members have both a financial interest and 
a voi~~ , and that the Bank can therefore properly exercise these functions 
without infringement on tho national sovereignty. 

· We arc now in various stages of discussion with other member countries 
r egarding their economic and financj.al plans. It is our belief that we can 
be of practical assistance to many of our members in the study of their oconomic 
probl~)Ils and in helping to develop realistic programs of reconstruction and 
development. In general, it will be our policy to assist in the diagnoses of 
problems and the development cf broad plans. As to the detailed working out of 
such plans , such as a revision of the tax structuro or the development of a 
power projcct1 we will be prepared to advise the member government on tho 
selecti on of privato technicians , engineers or other experts . 

Without taking time to go further into this aspect of our oporat:i.ons, I 
can summarize by saying th.a. t it is our hope tll8. t the Bank can be o. construo'ti vo 
influence in promoting sound economic and financial measures and that it can 
supply practical aid and advice with respect to both policies and techniques . 

On the other hand, it is essential that we recognize the Ba.nk l s limi~ations. 
Ther e has been much misconception that the B~ baa $8 billions of f'tulds at hand 
out of which to make loans . The facts aro these. Tho subscribed capital of all 
the 45 membor nations doe~ add up to something in excess of the equivalent of 
$8 billions. However, only 20$ of this is paid in or ever will be paid in for 
tho purpose of making loans, and of this pa.id in capital only abou.t $725 
millions is in United States dollars. This is significant because , as I am 
sure you realize, tho present demand is a.J.m.ost entirely for dollars to buy 
goods primarily in the United States. Furthermore, we can lend our capital 
only with the consent of the nation whose currency is involved. Today, un
fortunately, there are few countries other than the United States which are 
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in position to give such consent. With the exception of the equivalent of 
$2 millions of francs made available out of its subscribed capital by Belgium 
to cover the purchase of railway equipment by Lmtembourg, all of the loans 
that we have made up to date have been in United States dollars. 

In order for the Bank to obtain additional dollars for the purposes of 
lending we must sell bonds to private investors, and under existing circum
stances, predominately to investors in the Ur.ited States. As you may recall, 
we sold our first issue of $250 millions of bonds in July. 

The bonds of the Banl: have behind them, of course, all of our assets, 
including our loans and the unqualified right to call upon all of the member 
governm.ents for the unpaid 80% capital subscription. We have tried to make 
it abundantly clear, but it bears repetition, that in the event it is needed 
to meet the Bank's obligations, the United States Government is committed up 
to a total of $2-1/2 billions, irrespective of whether the guarantee is met 
by any other mcrnbcr nation. Tlms, up to this amount, the bonds of the Bank 
are covered by the full faith and credit of the United States. Without in 
any way inferring that the obligations of the other mambem will not be 
effective , we recognize the fact that at the present time the American investor 
is looking primarily at the protection provided by the obligation of his own 
government. Based on this obligation, it is now possible for the investor in 
America to make his fun~s available for world reconstruction and development 
with adequate protection. 

We are conscious of the question in :many minds as to whether the Bank will 
have resources sufficient to do its proper job. In this connection, it was an 
obvious misconception to believe that a..~y one institution could provide all 
of the funds necessary to repair the damages of war and develop the untapped 
resources of the world. Furthermore , we must recognize that the present 
situation is more acute than could have been foreseen when the Bank was created 
at Bret ton Wooqs in l944. Not only was the physical destruction greator than 
was realized, but the dislocation of production, trade and the very life of 
hundreds of millions of poopl0 has been more profound and widespread. 

Recovery would }w.vo been difficult enough if, when the fighting ceased, 
the world could have united in its efforts for recovery. Instead, there is 
a deep and virulent division, "11.th the Soviet bloc in opposition and hostile 
to almost overy effort which is being made outside its area to rebuild 
productivity, t rade and stability. 

Ancl, finally , much of the current disappointment at the pace of recovery, 
including criticism in some quarters of the limited amount of leaps made by 
the Bank, arises from the fact that many hopes wore too high; that it was too 
much to expect that it would be possible to foresee and provide for quick re
covery from the most destructive war in history. We sho\lld not lose sight of 
the fact, -which Tom McKittrick baa mentioned, that it took 7 or 8 years after 
World War I for Europe to reach a reasonable restoration of its industrial and 
o.gricultural productivity. 

In addition to what the previous speaker has said regarding the needs of 
Europe for food, foT materials to run its industri es and for the restoro.tion 
of financial stability, I would like to emphasize a few additional factors 
affecting reeovery. 

Manpower is a bottleneck in Europe. There is a shortage of labor to per
form the urgent tasks. This shortage could be met in part by more efficient 
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utilization of labor, by reduct~on of the number of people Ullllecessarily em~ 
ployed in governmental and other non. p_roductive pursuits, and by a greater 
mobility of manpower, in part acr oss national borders. Moves toward the 
solution of this problem must be made by Europe itself; the problem cannot 
be solved by loans from America. 

The requirements for capital goods to rebuild, modernize and expand pro
ductive facilities constitute the field in which the Bank is most concerned. 
Even for this category of requirements our funds cannot be sufficient to do 
more than fill the most pressing needs. The estimate in the Paris Report on 
the Marshall Plan is that $3 , 100,000,000 of industrial capital goods arc re
quired over the next four years. We have not yet gone far enough j_n our studies 
to justify an opinion on the reliab:i,.lity of this estimate, but we are obviously 
giving close attention to it. 

I think we must all realiie that the Paris Report is meroly an economic 
prediction. Covering the period of four years, it is necessarily general and 
lacking in preciseness . The form, the timing, the conditions, the means of 
implementation, all must be worked out . In Washington and elsewhere a tromcndous 
amount of work is being done on every aspect of this problem and we in the Bank, 
in close cooperation with many other agencies, are attempting to develop answers 
to the many questions . 

At the present time it is impractical to judge tho validity of tho estimates 
which have been submitted. Subj_ect to much more det(;l.iled and continuing studies , 
I find that most of those familiar with the problom arc in agreement that Europe 
roquires substantial assistance if she is to increase production and regain 
stability; that it is essential that the assistance r endered be not too little , 
but that al~o it not be so much as to r€licve Europe of ma.king its O'Wl'l maximum 
effort. Aside from the amounts involved, I think it is fair to say that 
Secretary Marshall's invitation to the European countrios to study and ~tate 
their needs and the consequent Paris Report arc something unique in history. 
No country evo~ indicated a willingness to consider doing so much for the 
general good without tangible quid pro quo. It is an cxa.mplo of positive 
leadership based, I believe , on the realization of America's vital self
interest in world recovery. It is noteworthy to contrast this attitude with 
that which existed after World War I. 

On the other hand, I think Americans should rccognizo the accomplishments 
of the Paris Con!orcnco in agreeir.g upon a frank analysis of Europo's economic 
ills, and of facing up to tho steps which Europe must take to correct them. 
Skeptics may say that these are merely pious expressions of good intent, with
out evidence ot determination to put them into effect . Realists certainly will 
demand that the underta.lcings be put in more concrete form and that specific 
action by the European countries individually and collectively to carry them 
out llRlst accompany the granting of aid. But with all these qualifications 
it seems to me that real progress has been made on both sides of the Atlantic 
towards facing up to the gravity and realities of the situation. 

Perhaps in the last analysisi the success or failure of the l'JB.rshall Plan, 
tho recovery of Europe, the chances of an escape from another wur and the 
sectn"ity and well-being of America depend on intangible factors . Will there 
be the bold and constructive leadership both here and abroad to meet and solve 
on unprecedented problem? Will the people of America grasp tho basic issues , 
will they have tho maturity and firmness to unite behind their leaders, not 
in an emotio?ll;l.l splurge of gonorosity but in a doto;,nination to adopt and fol low 
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through a consistent, realistic policy? This will probably not bring them. 
gratitude and thanks but criticism from many quarters and an attack on their 
motives . This is hard for .Alnericans because they wish to be liked, they want 
to be good fellows, they welcome a pat on the back. But they cannot afford to 
be swayed from their determined course by irritation at harsh words directed 
at them by those who are ignorant or hostile . Leadership cannot always be 
popular, but it must be effective. 

For the people of Europe the test is even more difficult. After a terrible 
battE:lring in two world wars and a difficult interval between, they are poor , · 
weary and discoure.ged. Will they respond to America ' s aid by working harder, 
by continuing sacrifice , by willingness ~o pull together ? Will .their leader
ship have the vision and courage to take the hard measures necessary t~ increase 
production, to move towards financi al and political stability, to discard some 
of their traditional methods and to lay aside some national susceptib;i.lities . 

I f'ully concur in the emphasis which Tom McKittrick has placed on the 
urgency of restoring financial sta.bili.ty, on restoring confidence of the 
peoples in their own currency .. Without this , no sustained recovery is possible. 
This is one of the most difficult problems of reconstruction. It must be worked 
out in conpection with provision for a reasonable minimum supply of food and other 
necessitiei of life and for increasing productivity. In certain countries it will 
probably require stabilization credits, to back up firm meastU~es of internal fi
nancial refonn. 

To many people it also seems probable that Western Europe cannot e.tte.in a 
reasonable st~~dard of life , irrespective of the amount of outside assistance , 
unless there is a reduction of barriers to tho flow of trade between the 
constituent countries and greater integration of their economies . Broken up 
into the traditional small trading areas, it is not possible to take full ad
;vdntagE:l of modern technology, and without better techno)l;ogy, without full use 
of,.tho best lmo-w-how ill every line, Europe may not be able to reach an acceptable 
ievel of productivity nor to produce goods at costs which will be competitive in 
the markets of the world. This is recognized in the Paris Report; to translate 
the thought into accomplishment will be a real test of statc~nship. 

Returning now to the specific role of the Bank, I wish to reiterate that 
the Bank cannot act as a stop gap for emergency aid. We cannot provide food 
and other sustenance items . It seems quite clesr to us that f"urther large 
scale loans for productive facilities must be integrated with what mny be pro
vided under the Marshall Plan. Even so, the Bank cannot supply the funds for 
all that is required in this category. We can only be a trail l:flazer, attempt
ing to meet the most urgent and critical needs, in the hope that in increasing 
degree private capital and industry will step into the picture . I was invited to 
meet last week with a group of ~ew York business men to discuss how privat~ in
dustry might work with the Bar.Jc in the development of direct industrial invest
ment in Europe and e~suwhere . As a result of our preliminary talks we agreod to 
work together in developing methods whereby private investment might pa.rticipate 
in some specific reconstruction projects . 

We in the Bank realiie that we must not permit the urgency of European 
problems to interfere with our activities regarding the sound development of 
the resources of our member natior1s vthose economies are less fully developed. 
Of such areas, perhaps La.tin America is especially :important to many members 
of this audience. All of us are a.ware of the great resources of I!la.terials -
copper , tin, iron ore , timber , oil - to mention a few - which in increasing 
degree are essential to the needs of American industry in peace as they proved 



vital during the war. On the other hand, there is a lmge potential market for 
imported goods in this area. 

To an even greater extent than in Europe, the amount of its own funds which 
the Bank may have available for loans in connection with development in the 
still economically underdeveloped lands outside of Europe can only be a small 
fraction of what 'Will be required. Experience shows that the sound progress of 
underdeveloped areas has been the result of a combination of their own resources 
and manpower with the capital and know-how frOJn the; more mature and economically 
develoyed nations. Perhaps the most striking example of this is the United 
States of America itself. It appears obvious that Latin .America and other under
developed areas must rely primarily upon private foreign capital and business t~ 
assist in their development. 

However, the capital and know-how will not be available unless favorable 
conditions exist. Where, as in the case of a number of Latin American countries , 
credit has been impaired through failure to meet Qbligations, steps must be taken 
to restore this credit. These countries must put their financial houses in order 
to create tho necessary confidence. They must offer a fair deal to foreign 
capital and management , at the same time that they insist that tho latter refrain 
from the exploitation which in the past has not been unknown. Perhaps as an 
international organization the Bank maybe of help to these countries in ta.king 
the necessary sto,s. 

The experience of American business in Latin America and elsowhcrc abroad 
has been neither all black nor all white. Somo companies have suffered losses, 
but many others have profited well. In the undeveloped areas high profits are 
the accepted reward for successful enterprise. 

Unquestionably there has boon suspicion and even hostility towards foreign 
capital and entorpriso in somo of the I.atin American countries. However, there 
aro signs of reversal of this attitude and an increasing desire on their part to 
encourage American business and capital to come into thoir countries on a fair 
and equitable basis. We in the Bank nre most desirous of encouraging and assist
ing in this process. 

Certainly thvre arc none in this audience who can ignore the critical state 
of world affairs. It may be no exaggeration to say that the probloms and perils 
ahoad are greater than modern civilization has evor faced. It is easy to yield 
to fear and discouragement. However, it is in tho American tradition to meet 
dangers 'With bold and prac.tical action. The stakes arc high -- porho.ps no less 
than the continuance of private cntcrp~ise and the ma.intonance of our democratic 
Wo:J of lifo. 
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In an address today before a luncheon rreeting of the Asspciation of 

National Advertisers in Atlantic City, Mi~o Robert L. Garner, Vice 

President of the International Bank for Reconstructior. and Development, 

emphasized that American resources and productive capacity impose a 

great responsibility on Americans, and at the same time open up a vast 

opportunity for leadership in world reconstruction and devE;l;J.opment . 

He compared Americats position now with that of Great Britain in the 

century after the Napoleonic Wars, when British foreign investments 

fostered world-wide economic grovrth at an unprecedented rate~ 

Mr. Garner strongly conten~ed that .L\.r.:erica can fill this role only 

if her people renew their faith in democratic idealso He emphasized 

that these ideals involve an appreciation not only of individual dignity 

and initiative but also of coope~ative effort and common sacrifices~ 

Many people abroad, he said, tend to think of the American economy in 

terms of the exploitive capitnlisrn of an earlier day_, and thus feil 

totally to understand that modern production techniques and industrial 

organiz~tion n:ake pocsi:ile higher living sta11dards ru,.d greater opportuni

ties for the mass of the pec~le than hnve evor been known clscwhereo 

Recognizing that many people abroad resent their dependence on 

AJncrican aid, or believe that it is motivated by fear of depression or 
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cl.esirc to dominate tho world, Mr. Garner argued that 1Jnerica carmot afford 

to be swayed by irritation at criticism and misunderstandings . The real 

issue, he said, is not whether J,.mericans should be generous to people 

in distress but whether the interests of the United States o.nd the 

world require American action to restore sound and productive economy 

in war-ravaged areas . This question must be answered in the affirmative, 

he asserted, not only because international stability and prosperity are 

necessary to the military and political security of the Un:l.ted States,· 

but also because an increase :in the volume of production and trade in 

the rest of the world is tndi~pensablo to l'\mericat s ovm well- being. 

Mr. Garner cautioned agai~st underestimating the progress townrd 

recovery already achieved by Western Europe, but ho stressed that the 

prob1'$ of reconstruction is more d.;tfficult than was anti~ipatc~ and 

that without further assistance the p:- esent gains would be lost, The 

most critical spots~. h~ stated, arc Fronce, Ita~ and Germany. 

Mr. Garner described the Marshall Plan as a sound analys:l,s of 

Europc ts problems but pointed out that much remains to be done to fill 

in this framework and define proper methods and conditions to implement 

its purposes . Ho outlined seven basic essentials for sound European 

recovery: assurance of minimum food requirements ; increase in food 

production; obtaining essential raw materials; provision of equipment 

needed for repair, moderniz~tion ::ind expansion of industrial facilities; 

financial. stabilization mo~ures ; integr~tion of production and trade; 

ond more efficient use of manpovvcr. Ho anphasi~ed especially that 

recovery is handicapped by the old pattern of small production and 

trading areas . Modorn industrial toehniqu~s, he stated, can operate most 
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effectively when economic boundaries nre reduced or elim:i,natedo 

In conclusion Mr. Garner stressed the need for leadership both 

in Europe and the United States. The fullest public understanding and 

support will be required, he stated, to carry out America's role in the 

world today. He called on American advert,isers to give all possible aid 

towar.d enlisting such support . 
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The United States has fought two World wars within 
one generation. Therefore, it seems unnecessary to argue that 
the people of this country have a vital interest in what happens 
in other parts of the world. Before this audience I shall take 
that for granted. 

I need not dwell on the effectiveness of this country in 
both wars. Its productive and organizing power, supporting 
the fighting qualities of its own troops and those of its allies 
assured the victory. 

Now the same strength, the product of private enterprise 
and initiative working within a political system of free men, 
is equally needed to enable the world to get back on its feet. 

Built up instead of damaged by war, the productive 
resources of the United States are incomparably greater than 
those of any other country. Because of this unique position, 
the United States is able to take the lead in the financing neces
sary to restore the production and trade of the world. 

But there is a further question frequently posed, is it to 
America's interest? A full discussion of this subject would 
lead beyond the limits of my time with you today. However, 
it is my own deep conviction that the revival of production and 
the increase of trade throughout the world is essential to the 
welfare and security of this country. As the richest nation, it 
has the greatest stake in general prosperity; the most to lose 

· from disintegration and despair. 

But can the job be done? Can the world recover, or 
will the loans by the United States and others be futile? 

Certainly the road upward will not be easy. But every
where there are stout people who are working hard to build 
better lives for themselves. There has been noteworthy pro
gress in restoring shattered transportation, in increasing the 
output of coal and other vital materials, in getting damaged 
factories back to work. 

However, there is urgent need for more coal, steel, con
crete; for all types of machines and equipment; for fertilizers, 
seed, breeding stock; for raw materials to supply the factories; 
for the many things which are available only outside the 

1 



national borders. Buying them requires foreign currencies, 
particularly dollars. 

To meet, in part, this need the International Banlc was 
organized. "This institution, in which the United States Govern
ment is the largest stockholder, represents a cooperative effort 
of 44 member countries to supply loans for productive purposes
to buy essential goods such as those I have mentioned above. 

· The Charter of the · Bank was written at Bretton Woods 
and authorized by the Congress of the United States and by 
the governments of all the other member nations. It provides 
that all loans made by the Bank shall be for rebuilding and 
modernizing war damaged economies, supplying essential 
materials and developing the resources of its member countries. 
Its operations will be directed solely to stimulating production 
and commerce. 

You in this audience control billions of dollars of the savings 
of millions of Americans. We in the International Banlc look 
to you savings bankers as one of the principal sources from 
which we hope to secure funds to carry on the work for which 
the Bank was organized. I shall tell you briefly something 
about tlie Bank, what it is supposed to do, and how the man
agement expects to do it. 

The member countries own the stock of the Bank, 
$8 billion worth, and each votes this stock through a Governor. 
Most of these Gove.l"Dors are Finance Ministers of their coun
tries. In the case of the United States, the controlling body 
is the National ·Advisory Council consisting of the Secretaries 
of the Treasury, State and Commerce, the Chairman of the 
Federal Reserve Board and the President of the Export-Import 
Bank. 

The stock is distributed between the member countries 
on the basis of their size and economic resources, with the 
United States holding 40%. The stoclcholding members are 
represented in the Bank by 12 Executive Directors. The five 
largest stockholders each have one Director and the others 
are elected by groups of countries. These Directors, or their 
Alternates, give their full time to the business of the Bank. 
However, their functions are to decide on policy and not to 
manage the Bank. 
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The management follows the ordinary corporate form, 
with a President, a Vice President, and heads of the various 
departments. As you know, John J. McCloy, former New York 

.lawyer and Assistant Secretary of War, assumed the Presidency 
on March 17. At the same time I became Vice President and 
the executive ·officer to function as general manager of the Bank. 
Eugene · R. Blaclc, formerly Vice President of the Chase Nat
ional Bank, was nominated by President Truman and confirmed 
by the Senate as American Executive Director. 

We found that the Bank was well organized with a staH 
of some 200. The key personnel represents an experienced 
group drawn from various countries. For instance, of the heads 
of the eight d~partments into which the organization is divided, 
four are American, two Canadian, one French and one Dutch. 
All these men, as well as the remainder of the StaH, have been 
carefully chosen solely on their record of experience and per
formance. 

It is our furn intention to develop an organization which 
shall be as capable and efficient as that of any other institution, 
private or public. So far there has been no pressure, political 
or otherwise, regarding the selection of our staff, and I am con
fident that there will be none. 

The most prevalent misconception concerning the Bank is 
that it has $8 billion on hand available to loan. The facts are 
these. Of the $8 billion issued capital, 2ai is paid in, or will be 
in the coming few weeks. This is the entire ainount that the 
stockholders will pay, unless the Bank requires funds to meet 
its obligations. In other words, for each one dollar { or its 
equivalent in other currencies) paid in, $4 or its equivalent, is 
on call to protect the obligations of the Bank. If needed, the 
Bank is required to call for these guarantee funds. The United 
States has paid in $635 million and is committed to pay up to 
a maximum of $2,540,000,000 additional upon call from the 
Bank to cover liabilities. 

Except for 2% paid in gold or U. S. dollars, the capital 
subscriptions of each member can only be loaned by the Bank 
with the member's consent. At present, only the United States 
has given this consent. Therefore, under existing conditions, 
the Bank will have available to loan only its $725 million of 
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capital and such additional funds as it may borrow in the Amer
ican market. Furthermore, we realize that the investors in the 
Bank's bonds. will for a time give preponderant weight to the 
dollar guarantee of the American Government. 

The question is asked why the United States alone has made 
available its subscribed capital for loans. The answer is that 
most of the other countries, two years after the end of the war, 
are simply not yet able to make loans. However, we consider 
it of the greatest importance that as rapidly as each country gets 
over the hump in its economic recovery it will make available 
its subscribed capital, and that within a reasonable time the 
currencies of the stronger member countries will be added to 
the loanable funds of the Bank. Furthennore, we look forward 
to the time when the bonds of the Bank will find a ready sale 
among investors in other countries. It is only fair to point out 
that certain countries, notably Canada and Great Britain, have, 
since the end of the war and before the Bank has started loan 
operations, made substantial direct loans abroad and have thus 
already done much to stimulate production and trade. 

A question which inevitablf arises in any discussion of the 
lending of dollars abroad is whether the borrowers will be able 
to get the dollars to service the loans. This is really the $64 
question which must be faced regarding any loans made from the 
United States-whether directly by the Government, through the 
International Bank, or through the private investment market. 
The United States has become the great creditor nation of the 
world. Its wealth and economic strength is at present so pre
ponderant that for a time it alone ~ supply the capital necessary 
to restore productive facilities in many other nations. Now a 
creditor nation is like any other business capitalist. It is like 
your savings banks, the insurance companies, the large private 
investors. It puts its money to work and expects to have a fair 
return on its investments. 

If capital is loaned or otherwise invested wisely it should 
enable those who use it to produce goods and services and sell 
them and make profits out of which they can pay a fair rate to 
the o~ers of such capital. 

The International Bank intends to lend funds for such pro
ductive purposes. For a time it will lend predominately United 
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St.ates dollars. The borrowers will produce goods and in the end 
the· United St.ates must buy sufficient goods from the rest of the 
world to enable the other countries to pay a proper return on the 
capital which they have borrowed in this country. 

We believe that, looking to the future, the United States can 
advantageously buy raw materials and goods produced by others 
in sufficient amounts to enable borrowers to make the required 
payments. As more countries recover their ability to sell and to 
buy and the total of world trade expands; the result will be a 
greater supply of ~ currencies, including dollars. 

Now let us turn. to the more specific operations of the Banlc. 
What sort of policies and practices are we going to follow in 
operating the institution? 

Briefly, the objectives of the Bank are to make productive 
loans which will aid in ·the reconstruction of devastated countries 
and in the development of sound economic projects in under
developed areas. Obviously, it would be impossible and inad
visable for any one institution to provide all of the funds which 
are needed. One of the basic principles of the Bank is to blaze 
the trail in the postwar world and thus to encourage and justify 
private capital in following along. This trail blazing is neces
sary. As the world struggles to recover from the effects of the 
war there are certain rislcs arising from general political and 
economic instability which private capital is not yet in position 
to accept and the amounts required are too large to be quickly 
mobilized privately. We hope and believe that the loans which 
the Banlc shall make will be of vital assistance in the process of 
recovery, and that within a measurable time conditions in many 
parts of the world will be sufficiently improved to induce private 
investors to place their funds directly. 

The Banlc·s loans in all cases will be made either to the 
governments of the member countries, or to enterprises situated 
within them and guaranteed by the member governments, by tbe 
central banlcs or by other comparable official organizations. The 
Bank is also authorized to participate in and guarantee such loans 
made by others. In other words, we have considerable flexibility 
as to the form in which we supply credit, but whatever the form, 
we shall imist that the purposes for which our funds are used are 
constructive, practical and essential to building up the production 
and trade of the borrowing countries. 
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Furthermore, we are required to pay due regard to the 
probability that the loans will be repaid. I can assure you that 
we are conscious that the funds we supply are loans; they are not 
gifts. 

We hear much in these days concerning political loans. As 
ordinarily used, I think this means loans which are for some pur
pose other than economic. The proposed loans to Greece and 
Turkey are in this category. It has been frankly stated by the 
United States Government that these are in effect grants for pur
poses beyond the economic development of these countries. This 
type of loan is completely different from the economic purpose 
loans for which the Bank is designed. The Bank has no inten
tion of, in fact it is prohibited from, engaging in any such non
economic loan operations. 

Regarding the applications for credit which are presented to 
us we are attempting to ·give first consideration to the most urgent 
needs. Basically we are seeking to eliminate bottleneclcs and to 
help restore and expand productive facilities which will contribute 
most to the healthy revival of the individual country and of 
world economy. 

We have adopted the principle of successive advances. Stated. 
simply it is, that we shall make a loan for pressing needs to a 
deserving borrower, and be willing to give consideration to further 
advances as the borrower demonstrates that it is making good use 
of the funds and can show need for additional loans. 

This sound principle is further made necessary by the pres· 
ent limited loanable funds of the Bank. Certainly, we can only 
lend what we have. 

There are no illusions among us in the Bank that we can save 
the world. We can help only those who help themselves. 
The future of every country must depend primarily on its own 
willingness to work hard and to use to the full its own resources. 
In all of the applications which we have studied to date the 
funds which we may be willing to supply will only fill a small 
portion of the total needs of the borrower. The greater portion of 
funds and of materials, and practically all of the manpower, must 
be produced w.ithin the countries' own borders. We should help 
only if we are convinced that the people of the country will make 
their maximum effort. 

6 



It is obvious that full economic recovery and development 
cannot ta1ce place without an increase in the free flow of credit 
And credit is based on confidence-on not only the ability, but on 
the will of people to pay their debts and meet their obligations. 
Therefore, we feel that it is necessary to ta1ce into account, among 
other factors, the credit record of the potential borrowers who 
come to us and to appraise fairly the effort they have made and 
are making to pay their existing debts. We have a great interest 
in all steps which tend to develop a high regard for the sanctity 
of contracts. 

It is our responsibility in the Ban1c to see that the proceeds 
of our loans are used efficiently for the specified purposes for 
which the funds are borrowed. We shall therefore ta1ce the neces
sary steps to supervise the expenditure of the funds to insure 
that they go for the agreed purposes. 

We fully recognize the importance of having proper engineer
ing and other technical skills employed in the projects for which 
the Ban1c makes its loans. Therefore, we shall talce care that, 
both in the preparation of projects and in their execution, there 
is full utilization of modern "know how." We trust that emphasis 
on this point will assist in making the dollars we lend fully pro
ductive. 

It is obvious that our interest in our loans will not cease when 
the money has been spent. We have no intention of attempting 
to set the Ban1c up as an economic czar, but we do intend to throw 
reasonable protections about our loans and to follow closely all 
developments which affect the economic and financial progress . 
of our borrowers. We shall set up in the agreements which we 
make provisions that the borrower sba]l not give preferences to 
any of its other creditors to the detriment of our loans. Further
more, we shall expect to maintain close relations between the 
Ban1c and the borrowers, based on confidence and a spirit of 
mutual cooperation. We believe that the r-elations between us 
must be broader and closer than the ordinary relations between 
a creditor and a debtor. Therefore, we shall expect full exchange 
of information and opportunity to consult and advise with each 
other with regard to all matters of mutual interest. 

I have attempted to outline above the attitude of the manage
ment of the Ban1c. We believe that it will enable the institution to 
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meet in a substantial way the needs which it was set up to serve, 
yet always bearing in mind that we shall be lending primarily 
private funds which we have an obligation to prote<:t. 

We shall attempt to make sound loans which will pay out. 
It is our hope and belief that we shall not need to call on the 
guarantees of the member governments-but they are there as an 
insurance policy which in any event should protect from loss the 
investors in the bonds of the Bank. 

In justification of this statement I wish to refer to a study 
which has just been completed by the Bank covering the record 
of United States investors' experience with foreign dollar bonds 
following 1920. Such loans incluqe bonds of non-member coun
tries like Germany, as well as municipal or corporate bonds which 
were not guaranteed by their governments and thus would not 
have been within the eligibility requirements of the Bank. We 
have .thrown them all in, in order to take the worst possible 
picture. For good measure we have added the Russian and 
Mexican bonds which were in default prior to 1920. 

!t is not necessary to emphasize the unfortunate character of 
much of this lending-the lack of careful analysis of many loan 
applications; the diversion of some of the funds to non-productive 
use; the high rates of interest which increased the burden on the 
borrowers. Assuming aH of these conditions and supposing all 
of the loans had been guaranteed by the International Bank as 
it is now constituted, how would the investors in these foreign 
bonds have fared? · 

On all outstanding bonds in default the Bank could have paid 
the holders at the rate of 6% interest and 41 annual amortization. 
Up to the beginning of World War II only about 15% of the total 
capital funds of the Bank or slightly over one-third of the United 
States subscription a_lone would have been required fo carry this 
service. li the Bank would have chosen then to call the remaining 
$1.6 billions of unamortized defaulted bonds, only about 36% of 
the total capital funds of the Bank would have been required, or 
90% of the United States subscription. li, on the other hand, the 
Bank would have continued to service all defaults, including the 
new defaults of enemy countries, at 6% interest and 41 amortiza-

. tion through the five years covering the war period, the investors 
would still have been ·protected. The Bank could have carried 
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the service on all of these defaulted loans and paid off the balance 
outstanding in 1945 by using only 40$ of the total subscribed 
capital. The subscription of the United S~tes alone would have 
been sufficient to have done the job. 

I repeat, we shall attempt to make sound loans which will 
pay out, and in addition, the bonds of the Bank will be protected 
by an insurance policy of tremendous strength. 

9 
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117l1L"S IS THIS IUT.SRN:_rrroN:.L B:.NK11 

The United States has fought two Vlorl d wars within one generat:uon. 
Therefore, it seems unnccessazy to argue that the people of this country 
have a vital interest in whc:,t hap:iens in other parts of the world. Before 
this audience I shall take that for granted. 

I need not dwell on the effectiveness of this co,mtry in both wars . 
Its productive and· organizing po,1or, sup)orting the fighting qualities 
of its 01m troo:)s and thos~ of its allies assured the victory . 

Now the sc:·me strength, tho product of IJrivate enterprise and initiative 
working within a poli ticc1.l 5y3tcm oi frc:e r:icn , is equally ncl~dod to enable: 
.t::c w•:irld to get b~ck on its f"ct , 

Built up instead of dama3cq by war, tho productivfil rcsourc~s of the 
Unit~d States aro incCh~parably grcat8r than thoso of any other country. 
Because .of this unique position., the United States is ablG to take the 
l0ad in the fincncing necessary to restore the production rind trudo of tho 
world . 

But there is a further quQstion frequently pos~d, is it to 1J11Grica ' s 
intc..rcst? ~ full discussion of this subject would lc..nd beyond the linuts 
of my timo with you today. However, it is rrry own dcup conviction thnt 
th-:,; rovi vr.1 of production .:md the incr©~so of trndo throughout the world 
is ossE.mtin.1 to tho wclfaro e.nd sc::curi ty of this country, .. s tho richest 
nation, it has the:: gr~ntost stnkc in general prosperity; the most to lose 

·from disintegration D.nd duspair. 

But crn the job bc.: donc.:? CM th(.) World rccovc.r, or ;rlll the loans by 
the United Stntus r..nd oth;...rs bu futilo? 

Cc.;rtd:nly the rand upwr.rd will not be cnsy • But GVOrywhuro there · 
nro stout pcopk who 2ro working hr.rd to build bctt;...r livos for tbo:r!lsclvus . 

· There hns bt..cn notoworthy progrc.:ss in restoring sh.'.'.ttcrc..d transport~.tion, 
in increasing tho output of conl nnd othc..r vital mat~ricls ; in g~tting 
damaged f~ctorics bnck to work. 
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Hortcver, there is urgent need for more co~l, steel, concrete; for ~11 
typ(;s of m,".'.chincs cind equipmunt; for fcrtiliz<.1rs , s1..:od, brced:i.ng stock; for 
ra.vr mr..te;ri~ls to sup. ly the f e.ctorics; for the Jr,Emy things which ;,.r(; r.vcil
!'1.bl<.:.i only outsid-.; the rir.tion.:i.l borders . Buying th~m rcquir0s foreign 
curre;ncics, particularly dollnrs . 

To moc.t , in pt>.rt, this need the Intcrnr..tiontl Bcnk iVc:S orgnnizcd. 
This institution, in which the United Stntos Govornmc;.nt is the l~r~ost 
stock~1oldcr, represents r. coopcrnti vc cff ort of 44 mcI!lbcr countries to 
supply lonns for productive purposes ... - to buy essential goods such r.s 
thoso I hr.vc mentioned ~bovc . 

Tho Chc.rt.:-r of th0 I3mk wns writtcm l'.t Drctton Woods ~nd authorized 
by th~ Congr0ss of tho United St~tcs and by the gove;rnmcnts of all the 
other member nations ~ It ·provides that all loMs me.de by the Be.nlc she.11 
be for robuilding and· modc..rnizing wc:tr drunagcd caconobi es, i;t1~p~1.nc 
csscnti nl mntcric.ls nnd dovoloping thl: resources of its member countries . 
Its opcro.tions will be dire:ctcd solely to stimulating production md 
conune;rcc . 

• You in this ~udiunoc control billions of doll0.I's of the savings of 
millions of :.moricc.ns. Vie in the Intcrnationnl B~nk look to you snvings 
bE'nke,r s D-S on0 of the principr.l sourcuo from which we hope to s,.,cure funds 
to carry on the work for which the Br:nk was orgruiizod. I shcll t~ll you 
briofzy something .:i.bout the: Bo.nk, whnt it is supposc..d to do, and hov1 tho 
m~n~gcmcnt cxpc..cts to do it . 

The member countries ovm the stock of tho Brt!lk, ~8 billion worth, end 
or.oh votc..s this stock through c. Govcirno:r . Most of thoso Governors c.rc 
Finrncc 1:i.nistvrs of tht..:ir countries . In tho c~~c.: of tho Uni tcd St;:,.tcs, 
the controlling body is the Nn.tionr.l Ldvisory Council consistin3 of thu 
Sccrctr.rics of th1..1 Treasury, State Md Conunorcc, tho Chaimr.n of the 
Federal Roscjrve Bor..rd .;_ncl tho Prosid(.;nt of the a:port ... Import B~.nk. 

The stock is <listributC;d between the mcmbur countries on tho b2sis 
of their sizu ~nd ucofiomic resources , with the Unitua ·Stntcs holding 40%. 
Tho stockholding members ~re r~pr~s~ntod in the Bn.nk by 12 :E.xccutivo 
Directors . The 5 largest stockholders <..r.ch hnvc one Director mid the 
othc .. rs l'.rc: clcctod by groups of countries . The;so iJircctors, or thd.r 
.:ltc..rn::.tct;, civo thuir full timu to thrJ businuss of the D;:,.nk . How0vcr, 
thdr functions c'.rc to d0cido on policy .::nd not to mc.nr.6c thu Bmikf 

Th~ mrmt'.'.g..:mcnt follows the ordinar., corpor~tc fonn, vrith ~ President, 
.'.'a Vice President, end hctids of the v:i.rious dc..p.:rtmunts . .t.s you know, 
John J . Mccloy, fo:rnwr Nt.:.w York lr:wycir c.nd · ssistr.i1t Sccrcte.ry of 1'k.r, 
c'.lssumcd the Presidency on 1fo.rch 17. f.t thw srmo time I bocrllie Vice; 
Prosidc.mt end the c.xocuti vc officc.r to function 2.s gcnor~l manc.ger of the 
Bnnk, Eugene R. Blr'.ck, fo:nncrly Vico Preside.mt 0f' the Chr,sc N~tionr..l 
Br.nk, w.:-.s n:>niin.".tt..d by Proside;nt Trumr.n rnd confirmud by the Scn.'.l.tc [l, s 
lJncric[m Ex,.;cutiv(i Dire~tor. 
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We found that the Bank was vrell organized with a staff of some 200. 
The key personnel repr esents~ experienced group drnwn from various 
countries . For instance, of t,ho heads of tho eight dop.1rtmonts into which 
the orcr..nization is divided, four nro i'imcrican, two Canadian, one French 
end one Dutch. ,~11 those men, as WC;ll as tho remainder of th~ Stnff, have 
boon carefully chosen solely on their r oc?rd of cxpc..rionco and pr,rformancc . 

It is our firm intention to d1:..vclop an organization which shall be 
r.s capnblo 11nd c..fi'icicnt as that of t!.rrJ other institution, privatl. or 
public . So far there has be.en no pressure, political or otherwise, 
rognrding the s~lcction of our st~ff, raid I run confid0nt thct there rrill 
be none ~ 

Tho most prevalent misconception concerning tho Bunk is th~t it hns 
ia b:illion on h:md available to loan. Tho fects nrc th._s c.. , Of tho .;i;8 
billion issued cc.pitul, 20% is pnid in, or will bo in tho coming few weeks. 
This is tho 0ntirc runount that the sto~kholdcrs will pny, unless tho B~nlc 
rcquirc.:s funds to meet its obli~ntions . In other words , for e.:i.ch on~ 
dolln.r (or its cquivnlcnt in other curruncics) pr:.id in, $4 or its cq\livnlcnt, 
is on call to protect the obligc.tions of the Br.n.k, If ncodcd, the Bnnlc is 
rcquire:d to cllll fur th~se guarru1tcc funds . Tho Unitod Sktos has pr.id in 
~635 nillion and is committed to pny up to~ mc.ximun of ;2, 540, 000, 000 
ndditional upon cnll from th'-- Bnnk to cov0r lic.bilitios . 

Except for 2% p~id in geld or U, S. doli~rs , the c~pitnl subscriptions 
of cc.ch mombor cmi only be l,n~nE..d by tile Bc:nk with thl.: me,mbi,;;r ' s consent, 
.i~t prcsont, o~ the Unitoo Otntcs h.c~s givon this consent. Thorc.:.forc, under 
existing conditions , the &nk will h:-.vc r vtllr.blo to 10<1.n only ite }725 
mil lion of c~pital md such ~dditional funds ~sit mr.y borrow in the 
1.r.icricr.n r.mrkct. Furthermore, 1ru rcr.lizc th.::.t tho investors in tho Bc:i.n!:J s · 
bonds ,;d..11 for n tine give preponderant Yl!.!ight t o tho dollcr gi.ir.r~ntoo of 
tho i.ncricM Government . 

Thu question is ~skcd why the United Stntcs nlonc hns me.de nv~il~blc 
its subscribud ccpital for lor.ns . The o.nswt.-r is that most of the other 
countries, two ycn11 s o.ftur tho end of th,~ wnr, n.rc sir.iply not yet r-,blc to 
:raclcc lonns . However, wr; c:.m~ i.dcr it of tht3 grontcst importruic1.; thnt r.s 
rapidly r.s cc.ch country ~cts ov,.;r the hump in its E.:conor.dc r ecovery it 
will :r.inkc avail.:i.blc its subscribed ce.pitcl, r.nd thc.t within a rcnsonnblc 
tino the currencies of thu strong0r mcmb0r countrios will be .:1ddod to the 
loc.nablc funds uf tho Br . .nk, Furthcnnoru, we.: look fo?'W'.:i.rtl to the timo wht..n 
tho bonds of th..:.· Br.nk will find ~ r.:.ndy sale mong investors in otht!r 
countri .... s . It is only fcir to point out thrt Ctjrta.:i.n countrios, notc.bly 
Cnnn~c and Oruat Britnin, h~vc , since tho end of tho wcr and bqf~rc thu 
Bnnk hQs sturted lon.n opcrdions , nr·.d~ substnntir..l direct lonns cbro<'-d c'.:l.nd 
have thus alr0ndy done nuch to sti~ulato production nnd trade . 
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l .. question which incvi tably ~rises in miy discussion of the londing 
of dollars nbroc.d is whether the borrowers will be c..blc to got the dollnrs 
to s~rvicc tho lo~s . This is rcclly the J64 question which nuat bo fri.c~d 
rogc.rding cny lomis r:1.?.dc from the Uni tcd Stntc.s - whether directly by the 
Govcrrn::lcnt , through tho Intornntioncl Bc.nk, or through thG privntt: invost
?.}cnt n.:-.rkot . The Unitod States ha.a bccor.io the grc=-.t creditor nation of 
tho world, Its r.cru.th c.nd cconor.iic strength is r.t prcsc:nt so prcpondcr~nt 
that for o. tin" it ~lcnc cc.."l supply tho cc~pi tr.l ncci,;;ss:-.ry to rostorc pro
ducti vc f ncili tics in Ot'.Ily other n.:,.tions . Hmv c. cr<.-c.li tor n['.tion is likti 
r-ny oth•:,r business 0[1.pi tnlist . It is liko your savings bv.nks , tho 
insure.nee cooprutlos , the l nrgc privr.tc inv~stors . It puts its nonoy to work 
ruid expects to h~vc ~ f.:iir return on its invc.st~cnts . 

If cr:.pitn.l is loc.ncd or othorniso invcstc.:d wisely it should enablo 
those who usu it to produce goods c.nd se:rvic0s r.nd sull then ru1d r.wko 
profits out of vrhich they cv.n pcy n f.:i.ir rate to the .::,vmcrs of such cnpital . 

Tho Intornr.tion.'.'..l BGn!c intcmds to lend funds for such producti vo 
purpos.cs . F9r n tiuu it will lend prcdomin~tcly Unitud Stntcs dollnrs . 
The borronors Yr.ill produce gQods :-.nd in the end thu Uni tcd States nust buy 
sufficil:.,nt goods froo the rLst o! thl: world to on~blc the.; othor countrii.,s 
tv pcy r. prupc.:r return on the capitcl which they h:.-.vo borrow<.;d in this 
country. 

We bolicvc th.:-.t , loqldng t,.., thu ;futuro, thu Ur.itcd Gto.tcs cnn !1.dvmi
tn.gcously buy raw nc.tc.;rials .:'..Od g,:,Ou.s producod by othors in sufficient 
mounts to tmttblc borrow~ra to t1oko tho rcquirod p::yr.umts . Ls r.ioro 
countries rvcovc.:r th~ir cbili t7 tc.i St:ll r.nd to buy ;,.nd th1.; total 0£ rrorld 
trr;.c!t uxp~nds , the r esult \'Till be a gro~tcr supply of r.11 currt.:ncic.s , 
including d-.:,llr.rs . 

No.v lt t us turn to tho morQ specific op..,rc.ti~ns of the l1..'1Ilk . Wh:-.t 
sort of policies r.nd practices ,"'.re we; going to follow in opor:;tinB tho 
inst itution? 

Bri~fly, the objcctiv0s or the B,~k ~re to nnk<.- productive lor.ne 
which vdll nid in the r(1construction o:f dovr.stntt,d countries end in the: 
dcvclopr.iont of so:..ind economic projects in undcrdcvt;l op .. id r.ru<'..s . Obviously, 
it would bo inpossiblo ;:,.nd in.:-,dvisablu for ariy on~ institution to provide 
ru.l of the. funds vrhich r.r~ nccdc~. One of the br..sic principles of tho 
Brn!c is to blci.zc the trdl in thu ?Ost,;;c.r -rrorld r:na. thus to cnco.ir.:i.i;c 
~d justify pri.v<'..tc c.'.".pitnl in followinc ~long . This tr.~.il bl.:.zing is 
ncccssc..ry. : s the. vrorld strugglus to r0cc;,v0r fron the vffocts of the 
wc..r there c.ru cert['.in risks nrising fr)n gcncrul politiccJ. nnd cconm:;ic 
inst.i.bili ty which pri vr.to cc.pi tal is not yot in p0si tion to ;:,.ccc.:pt r.nd 
the c.nounts rwquir-.:d c.r1.; to.o l<'-rgc to be quickly n.)billzod pri vc.t.::ly , 
1ilc hope <'..nd bt;;li(..vc. th;·.t tho loe.ns which tll.1:1 Bn.nk shn.11 n~c Ylill be 
of vital r.ssist:-'.ncc in tho process of rec:,',v:ery, c:.mi thr.t within n 
ncr.surv.blc: tin1; conditlcns in nmv p,Jrts cf ·, th1.; Y{.Jrld will bt: sufficis;?ntly 
inproved to induce priv~tc investors to plcce thoir funds directly, 

• 

• 
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Th0 Bc!!.:uc ' s loruis in .:?.11 c~.sus will be. tmdo dthor to the govcrrl!:10nts 
ot tho nE;.?nbor countrlos , o"r to enturprisos situated within them r.nd 
gu.'lrnnt1.;0d by the r.cubor govornnonts, by the contrcl. bcnks or by other 
c01:i.pD.rnblc 0ffici1J.l org~zc.tions , The Bank is tlso nuthorizod to pri..rti• 
cipnto in c'.l!ld gunrruitcc such lo~ms r:mdo by others . In other words , we hnvc 
consid~r.::blc fle:xibility D.S to the fom in which w~ supply" cr1.;dit , but 
whc.tcvor the. fem, we shtll insist thd "t,hc purpos -.:s for which 'our funC:s 
ere us~d ~re constructive, pr acticnl nnd c.ssonticl to building up tho 
production nnd trc.do of tho b9rrowing countrius , 

Furthcmorc, W'C nro r~quircd to pey due rcenrd to thu prob,:.billty thr.t 
the. loans will bu repaid• I can nssurc you tht'..t we nro conscious thn.t thL: 
funds we supply ere locns ; th0y ~re not gifts . 

We hcnr nuch in th'-SC dc.ys conci;;rning politic~l locns . Ls ordinarily 
used, I think th:-.t m .. cns l0Ms whioh ar~ i'or s0I:1c purpos(; oth0r thc.n ocononic. 
The proposud lo:.ms to Greece nnd Turkey ~.re in this c.i.tt::;orJ, It h~s been 
fr~nkly stl~tod by tho United St<1.tcs Govcrw..t:nt thr.t th(.)sc nrc in cff0ct grants 
for purposes bL:yond th~ ccono11ic dovclopn~nt of those countri~s . This type 
of loM is conplctcq diff..:.ront fron the ucono:-.li.c purpose lor-ns for which 
the Bcn.~ is dGsignl-d . 1'hu Bank h.:i..s r,o intention of, in f.'.'.ct it is pro ... 
hibitc..'<i frvn, cngc.ging in r.ny sucl:. n,:,n..~cono.:-..~.c lor..n opc:ro..ti0ns . 

Rcg.:trding · th-..: c>.pplic:1.tion:s for cr~di t which r.re.: pr(.;sLntcd to us we 
ti.rL: t'..ttcnpting to give first consider· tion to the :iost ur~cnt nocds . 
B['.sictlly we.. 1:ro scdd.n~ to ~lini!ll'to octtl.::ncc!cs o..nd to hcl!) rc.st0r0 2.nd 
c=-::p.:tnd productive fr.cillti~s wtic!, ·,rill contribute: r.10st to thu hc::..lthy 
re.vi vr..l of th(. indi vidutl cou.nt:cy :-..nd of 'irorld <.:conur:iy. 

ilc h.'.'.vo l'..d.optod the principle.. of successive cdvr..nccs , Stnte:d s1J..i1ply it 
is , tho..t wu shall r.!nko n l,Jr-.n for pressing ncccls to n. deserving borrow(,r, 
c.nd be wiltine to give considerr .. tion to furth,,r r.dv[mcos o.s tho borr:>wor 
dcnonstrPtcs th:.1.t it is r.~cldnG good use cf the funds n.nd can show· :1<.:ed for 
addi tion<1.l lo.1!1s . 

This sound principle is furthc..:r nn.dc ncc1.;ss<-'.ry biJ tho present lini tcd 
loc.nr.blc funds of tho .6DI1k. Ccrt.:tinly, we c~ only lcnci whut m.:: h::-.ve ~ 

Th0r(; ~ro no illusie:ns vnong us in the Denk th~;t we cP..n sc.vc the world, 
Yfe Ct'n only holp onl;r t:-.oso who h(.)l:, thcr:-.s_lvus . The future of tvvry 
country r.:ust d ]pend. prirw.rily" on its mm mllinzncss to vrork h::.rd nnd to 
use to ,th..; full its mm rcsourcos ~ In c.11 of t!1c npplicc:'.tions wtd.ch vrc 
have studied up to d.:-~to thG fur1ds Yrhich wu r:.ey be willini t.) supply will 
only fill a snnll porti<.ln of tro tot.t.l needs of the borrom:;r. The crcatcr 
porti0n of funds D.nd of r"Jo.tcrit.ls , ~'1d prnctic<llly r..11 of the nc.npowcr , 
nust bo produced vrithin the cuuntric.s ' ovm bordc.;rs . Fi0 sho1.1ld help chly 
if we nr0 convinct:;;d th::.t the p~oplc of tho c ountry vdll n&.c their r..il'xir::un 
effort . 
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It is obvious thr.t full econor.dc recovery .:·.nd duvelopmc:it cnnn.Jt tnkc 
plncc without c.n incrcr.su ~n tho free flow of crcdi t . ..nd crodi t is b=tsbd 
on confidence -- on not only tho nbility, but on tho will of people to pey 
their debts r.nd r.c.C;t thdr obli:ntions . Thcrc.fcrc, we fc.cl th~t it is 
nccossr.ry to truce into n.~count , t.."nong oth\.,.r fnctors , thu cr(;di t roc,Jrd of 
thc.1 potc.ntir.l borronc.rs ;vh.:, cor.10 to us end to appraise fcirly the 1,.;ff crt 
thoy hr.vc rmdo nnd r:.ro r:mking to .pey thdr oxistine u(,bts , :',o h~vo c grc.c1t 
intt.:rost in ."\ll ste.;ps which tend ta develop n high rt.:g::.rd for thL sanctity 
of contracts . 

It is our rosponsibility · in tho Dl'nl( to sco -t!mt tho procwcds of our 
loc.ns ~ro used ;:;fficiontly f;.;r the spccifL .. ~d purpos<..s f..Jr r:hich the funds 
r.r~ borrowe;d 4 •• ·c sl-.cl.l thl;rufor~ t~~ the nc.c.:.ssr~ry stc.:ps to sup,;rviso th;:; 
C;xpcndituru of the. funds to insure: th· t they go for the r.eruJd purposes , 

We fully r(;;cognizud tho 1J:1portr.ncc. of hnving proper engineering .:-nd 
oth,.,r tcchnicr.l sldlls f....:nployc;;:d in th1.; projects for which the: Brnk r:iclccs 
its J.oruis . Thcrof ore. , we shrill t:i.ko c.:i.r0 thl'.t , bJth in th(. prc.:pr.r~tion of 
proj~cts c.nd in thoir ~xc.cution, thi,:ro is full utlliz.?.tion of nodc:m "know 
how" . We trust th".t cnphnsis on this point will ~ssist in t!cld.ng the 
dollQrs we lLnd fully prcductiv1; . 

It is obvious th-i.t our inti.rest in our loruis will not cease ,m<.,n the 
noncy hr-.s boon spent . We have no intontion of c.tte:npting t0 set· ti:c · D~!~ ~, 
ns .:tn oconoz:i.ic czar, but we do int..::nd to throw re,;nsan,?..blc protection about 
our lo~ns and to follov{ closely ~ll ct~vclopncnts which nffvct th~ c.c~nor.iic 
and finr.ncic.J. progress of our borrm·,...,rs . We: shall set up in the ,"l::;ruoncnts 
which w1..; r.rnk~ provisions th.1t tho bv?Tow~r sho.11 not gi Vl: p1•of wrcnc(;s to l'.ny 
of its oth<.,r ere.di tors to the ddrinont of our lor.-·.ns . Furthcmor~, ·we, shall 
m"--pect to r1nint~in close rcl.:-.ti:.ms bc.t·(:c.:cn the B~.nk c.nd the borr:,wc.rs , bt.scd 
on confidunco and c. spirit of nutual coopGration . Wo believe th~t tho 
rol-:..ti·::ms bctwuon us nust bo broc.dor ::md closc.r th,:,.n thi.: ordinnry rc.;;ll'.tions 
betwcn TJ. cr(,:ditor e.nd ~ debtor. Th<.:rd'or~ , we sh;.-.11 i;;XJX,ct full cxch:-:n3c 
of inf'omation c!'.nd opportunity t::> consult and ad.vis~ with e,nch ot~1cr with 
rq~nrd to nll natters of :iutunl intcrust . 

I hnvc attcnptod t o outline Rbovc tho nttitudo of the;: nr.nagcr1<.:nt of tho 
Bnnk . ¥le bcliovG tht•.t it ,·till c:n.'.".blo the, institution to noot in n substr.r.tinl 
Ytey' th~ n-.:1;ds vrhich it ·rms s ... t up to s ... rvc , yot e.l ;eys bonrin~ in 1:dnd thr.t 
wo shall be lc.ndinc prir:mrily priv:-.to funds which ~·re h;,.ve; r-..n obli.:;cticn to 
protoct , 

We shall nttcr.1pt to 1:--:rJcc sound l:>r.ns which will pcy out , It is our hope: 
and belief that Wl: shc.11 not need t0 cc.11 on th1.; ~ar.:i.nt t:cs of th0 nc:ubcr 
governncnts -- but they ar0 thcro as ru1 insurnncc policy which in c~y event 
should prott.:.ct fron. loss the investors in thl.: bonds of the Bcnk. 
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In justificntion of this statoncnt I wish to rof 0r to a study which hc.s 
just been cor.1plctod by thu Dnnk covorin3 tho record of Uni tc.:d Str.:.tcs 
invustorD 1 uxp~ricncc with foreign dollar bonds followin& 1920. Such lor.ns 
include bonds of non- ncnbcr countries like Gcrr.mny, as well ~s municipo.l or 
corpor.::.tc bonds which we.re not gunrnntocd by their govorn::mnts n.nd thus · 
would not hnvo been within the eligibility roquiro'l:'lonts .of tho Br..nk. We 
hv..vc throrm then nll in, in order to take-, the vrorst possible picture: . For 
good non.sure wo hnvc addc:d the Russinn and lfoxi.can bonds which were in 
default prior to 1920. 

It is not nocoss,:,.ry to cnphctsizo the unfortunnt1:J ch.:iro.ctor of nuch of 
this l ending -- th..: lo.ck of c~c.ful onr.lysis of nltey loan npplicc.tions ; 
tht; diversion of sonu of tho funds to non-productive use; the hic;h r ates 
of interest which incrc.,o.scd tho burdl;)n on the borrow.:.. rs . t,ssunine nll of 
these conditions nnd suppcsine nll of th~ l oans hnd b0on su~r.:.ntood 
by th,:; Inteirnntionnl Bnnk <'-S it is now constituted, how would tho investors 
in these fordgn bonds h,:,.vo f~.rcd? 

On ~11 outstc.ndine bonds in dofo.ult tho B:mk could hc1vc pc.id tho holders 
t'..t th0 r,'.lt~ cf 6% intore:st nnd 4% r.nnuo.l nnortization. Up to tho bciginning 
of World ~-.:..r II only :1baut 15% of tho tot.'11 c:1pitc.l funds of tho Bcnk or 
slightly ovvr ono- third of the Uni tod St:;tos subscription r.lonc! would h~ve 
been r0quiro<J. to cr.rr-f this soMrico . If tho Bn.nlc would h~.Vt'l chosen then to 
cell the ronaining ~1.6 billions of unro.1ortiz~d dcfnultod b~nds, only about 
36% of tho tot~l c~pit~l funds of the B~nk would hnvo boon r0quirvd, or 90% 
of the United Stc.tcs subscripti()n . I.f, on the other hnnd, tho B:mk v1ould 
hc1vo continued to ~crvico t'.ll dc.f ~ults , including thu n<..;W cil:·fr..ults of cnc:-:zy
countrios, nt 6% interest mid 4% ~~artization thrc.;u3h tho five yccrs 
coverine tho wc..r period, the investors would ::;till h!"·.vo bcci1 protected. 
The Bnnk could hr.vc o.'.:.rrl0d thv s0rvice: ';)n i'..11 of those dvfnultod lor.ns 
nnd pn.id off the br.lu1co outstrmdir.6 in 1945 by UDing only 46~-t of tho t otul 
subscribed c.:!.pi tr.l. Tho subscription of tho Uni tt.)d St.~tcs a.lone would hr..vo 
been sufficient to hr.vo done thv job, 

I rc.:pc.:c.t, wo shnll ~ttonpt to nclcc sound lonns which will p~.y out, c.nd 
in addition, the bonds of the Bnnk ·will be prot(;ctc.:d by r.-.n insurnncc policy 
cf tr01.~cnQ0us struneth. 
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IN THESE BEAUT I FUL ANO PLEASANT 

SURROUND INGS IT SEEMS UNGRACIOUS TO 

RECALL THE DI FF ICULT IES AND DANGERS 

WH ICH PLAGUE THE WORLD . HOWEVER , WE 

CANNOT ESCAPE THEM . 

THE UN I TED STATES HAS ~UST EMERGED 

AS A VI CTOR IN A TW IN WAR . IT HAS 

DEMO STRATED AN INCOMPARABL~ PRODUCTIV I TY , 

TREMENDOUS VI TAL ITY ANO I TS TRAulTIONAL 

COURAGE ANU F IGHTING SK I LL . TH PEOPLE 

OF TH I S COUNTRY HAVE NOW .PROBABLY THE 

HI GHEST STANDARD OF L IVING EVER KNOWN . · 

BUT AM IDST TH IS ACTIV I TY ANO GOOD 

L I VING , GRAVE ANO VEXING PROBLEMS REAR 

THE I R HEADS -- THE HUGE DEBT AND HIGH 

TAXES , DANGEROUSLY INCREASING INFLAT I ON, 

AND THE TRCUBLED LABOR SITUATION . 

PERHAPS OVER - SHAUOW I NG THESE TROUBLES , 

TO 
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TO MANY AMER I CANS , I S THL GRlM P I CTURE 

OUTS IDE OF OUR BORDERS . AF W SHORT 

YEARS AGO THE THREAT TO THE AMER I CAN WAY 

OF L I FE WAS REPRESENTEO BY GERMANY AND 

vAPAN . THEY L IE DEFEATED ANO IN RU INS 

BUT THE STRUGGLE HAS NOT ENOEO WI TH THE I R 

DEFEAT . NEW . PERHAPS GRAVER , THREATS TO 

NAT I ONAL SECUR I TY . INO I VIOUAL L I BERTY AND 

PR I VATE ENTERPRISE HAVE ARISEN . 

OUTS IDE OF THE I RON CURtA I N -- AND 

PERHAPS ' FOR MI LL I ONS OF INDIV IDUALS 

BEH IND I T -- GOVE NMENT ANLJ · OPLE LOOK 

UPON AMER I CA AS THL GREAT HGPE FO 

RES I ST ING THL SWEEP a= POL I CE STATE 

METHOus • . ONE OF THE. GREAT uUEST I ONS 

TODA Y I S WHETHER THE UN I TED S)ATES CAN 

~UST I FY TH IS HOPE -- WHETHER I T CAN 

CONTINU . 
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CONT INUE TO DEMONSTRATE THAT OEMOCRACY 

ANO FREE ENTE.RPR ISE PROuUCE THE STRENGTH 

TO OEFEN THEMSELVES , AND PROV IDE FOR 

THEIR PEOPLE A BETTER L IFE THAN I S 

PROV IDED BY EITHER COMMUN I SM OR SOC IALISM . 

NO GREATER CHALLENGE HAS EV~R FACED 

ANY NATION , AND UPON NO SEGMENT OF THE 

PEOPLE DOES THE RESPONSIBILITY FOR MEETING 

TH IS CHALLE.NGE. RE.ST MCRE. HE.AVI _LY THAN 

UPON THE LEAOERS OF BUS l N~S~ ANu FINANCE , . .. 

OF WH ICH TH IS GROUP IS R~PRESENTAT I VE . 

I SHALL NOT ATTEMPT TO DI SCUSS 

THOSE FACTORS WH ICH MAY AFFECT AMERICA - S 

INTERNAL STRENGTH NOR DWELL ON THE 

POTENTIAL THREATS TO IT -- SUCH AS THE 

GROWING SP I RAL OF INFLATION ·ANU Tr£ 

CONFL ICTS ANU MISUNuERSTANOINGS BETWEEN 

MANAGEMENT ANO LABOR . HOWEVER , I 00 

WJSH 



- 4 -

WI SH TO DI SCUSS BRIEFLY THE PART THAT 

BUS I NESS LLAOERSH I P MAY PLAY IN SOLV I NG 

THE PROBLEMS WH I CH AR ISE FROM AMER I CA - S 

RELA T I CNS WI TH THE REST OF THE. '1/0R LO. 

THERE SEEMS L I TTLE O OUB T THAT THE 

AMER I CAN PEOPLE IN GENERAL HAVE COME TO 

REAL I ZE THAT THE I R COUNTRY IS NO LONGER 

PROTECTED FROM WHAT HAPPENS OUTS I DE I TS 

BORDERS . I T APPEARS THAT , BY AND LARGE , 

THEY BEL IEVE THAT THEY SHOULD DO WHAT I S 

NECESSARY ANO PRACTICAL TO HELP THE 

COUNTR IES DEVASTATED BY THE WAR TO GET 

BACK ON THE I R FEET . HOWEV~R . THEY DEMAND 

THAT THEY BE GIVEN THE FACTS AS TO WHAT 

I S NECESSARY , ANw BE ASSUREu THAT THE 

FURTHER HELP WH ICH THEY MAY ~XT~NO. I V~S 

PROM ISE OF ACCOMPL I SH I NG ITS PURPOSE . 

BAS ICALLY THE· JOB OF EUROPE IS TO 

REV IVE 
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REV IVE PROuUCTlON ANO TO RESTORE 

F INANC IAL ANO . POLIT ICAL STABIL ITY. 

LEADERS OF AMER I CAN BUS I NESS A Nu F I NANCE 

HAVE MUCH TO CONTRIBUTE IN THE SOLUT I ON 

OF THESE PROBLEMS . IN THE F I RST PLACE , 

AMER I CAN INDUSTRY HAS AN INCOMPA \ABLE 

KNOW - HOW IN PRODUCT I ON . ALSO , AMER ICAN 

FINANCE CONTROLS FUNDS WH ICH CAN PLAY A 

VI TAL PART IN F I NANCING THE PURCHASE OF 

MATER I ALS WH ICH ARE ~SSENTIAL TO THE 
• 

INCREASE OF PROuUCTIO . 

PERHAPS I CAN PO I NT OUT SOME OF TH 

LINES ALONG WH ICH PR IV ATE AMER I CAN 

BUS I NESS ANW FINANCE CAN HELP IN INTER 

NAT I ONAL ECONOM IC RECOVERY BY DISCUSSING 

BR IEFLY THE OP - RAT I ONS AN POL IC I ES OF 

THE INTERNATIONAL BANK FOR RECONSTRUCTION 

ANO DEVELOPMEN T. 

AS 
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AS YOU KNOW , TH IS BANK WAS ORGANIZED 

IN 1944 AT BRETTON WOODS . I TS EIGHT 

BILLION DOLLARS OF CAP1TAL IS O 'NEO BY 

FORTY - FIVE NATIONS , 1TH THE UNITED STATES 

SUBSCRIB I NG AB UT 38 PER CENT . ITS BOARD 

OF -OVERNORS , HICH OPLNEO ITS SECONO 

ANNUAL ME~TING TOuAY IN LONDON , IS A~E 

UP OF F I NANCE M I N I S TERS OR COMPARABLE 

OFFIC IALS OF THE MEMBER GOVE NME:..NTS . I 

MIGHT MENTION THAT THE ANNUAL REPORT OF 

Tt-£ BANK HAS B£CN RELEASED TODAY , AND 
. 

COPIES HAVE BEEN MAI LEO TO THE MEMBERS 

OF THE NEW ENGLAND COUNCIL . 

THE BANK HAS A BOARD OF DIRECTORS, 

NOW TH I RTEEN IN NUMBER , F I VE OF WHOM 

REPRESENT THE FIVE LARGEST STOCKHOLDERS 

ANu EIGHT R~PRESENT GROUPS OF SMALLER 

MEMBLRS . I TS MANAGEM£NT IS SET UP ALONG 

CONVENTIONAL 
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CONVENTIONAL CORPORATE LIN~S. A FEW 

MONTHS AGO THE PRESluENCY WAS ASSUMED 

BY MR . JOHN J . MCCLOY , FORMERLY ASSISTANT 

SECRETARY OF WAR , ANO I BECAME VICE 

PRESJDENT . 

OF THE EIGHT BILLION DOLLARS CAPITAL , 

20 PER CENT HAS BEEN PAID IN FOR THE 

PURPOSE OF MAK ING LOANS . THE BALANCE OF 

80 PER CENT WILL BE PAID IN ONLY UPON 

CALL IN THE EVENT IT IS NCbESSARY TO PRO-
~ 

TECT THE OBLIGATIONS OF TH - BANK . THE · 
. 

AMOUNT PAID I N INCLUDES ABOUT 730 MILLION 

AMER ICAN DOLLARS . THE REMAINDER IS IN 

THE CURRENC I ES OF OTHER MEMBERS . 

BECAUSE AMER I CA HAS SUCH A GREAT 

PREPONDERANCE OF THE GOODS . WHICH OTHER 

NATIONS REOUIRE , THE RE UESTS TO THE 

BANK FOR LOANS HAVE BEEN ALMOST EXCLUSIVELY 

Fffi 
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FOR AMER I CAN COLLARS . THUS , AS A 

PRACT ICAL MATrER , THE LOANABLE FUNDS 

AVA I LABLE TO THE BANK CONS IST OF ITS 

730 MILL I ON DOLLARS OF PAID IN CAP I TAL 

PLUS 250 MILL I ON DOLLARS RA ISED THROUGH 

TH SALE I N JULY OF ITS OWN BONDS TO 

AMER I CAN INVESTORS . OUT a= THESE FUNDS 

I T HAS WITH IN THE. PAST FEW MONTHS LOANED 

4 7 MI LL I ON DOLLARS TO FRANCE , HOLLAND . 

DENMARK ANO LUXEMBOURG . 

ADu lTI ONAL LOANABLE FUNDS MUST BE 

RA ISED THROUGH THC SALE OF BONDS TO 

INVESTORS , AND FOR A TIME SUCH SALES 

WI LL NECESSAR ILY BE LARGELY TO AMER ICANS. 

AS OTHER MEMBER NATIONS RECOVER THE I R 

PRODUCT I VITY ANU FINANCIAL STRENGTH 

TH I R OWN CAP ITAL SUB C lPTIONS SHOUL 

ALSO · BECOME AVA I LABLE FOR LOANS . 

THE 



- 9 

THE LOANS OF THE BANK MUST BE FOR 

PRODUCT I VE PURPOSES , THAT IS , TO PROVIDE 

EQU IPMENT AND MATLRIALS TO R~BU I LO THE 

PRODUCT I ON OF THE WAR DEVA~TATED MEMBER 

COUNTR I ES AND TO CREATE NEW PRlOUCTIVITY 

I N THE LESS WELL DEV LOPEU NATIONS . WE 

ARE MAK I NG LOANS WI TH CARE , ALWAYS 

BEARING IN MI ND THAT WE EXPECT THEM TO 

BE REPA I D I N FULL . 

THUS YOU WILL UNuERSTANO THAT EV~N 

IF THE LOANABLE FUNDS OF THE BANK WEE 

NOT L I MI TED , AS THEY ARE , I T COULD NOT 

DO THAT PART OF THE RECONSTRUCT I ON u OB 

WH I CH INVOLVES PROV I DI NG THE NECESSARY 

FOOD ANO OTHER SUSTENANCE GOODS WH I CH 

CERTA IN OF THE WAR DEVASTATED NAT I ONS 

NOW DESPERATELY NEED • . OW TO F ILL TH IS 

NEED IS NOW THE SUB~ECT OF I NTENSE STUD Y 

60TH 
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BOTH IN EUROPE AND IN WASHJNGTON . 

I T IS CLE,\R THAT Tt'iE BANK - S LO"'NS 

CANNOT FINANCE ALL THAT EUROPE REALLY 

NEEDS OF THE .TOOLS ANO MATERJ LS ES~ENT IAL 

FOR THE INCREASED VOLUME OF ~RODUCT I ON 
/ 

WH I C~ I T REQU I RES . . HAT THE BANK CAN 00 . . 
-

I S TO MEET 1HE MOST URGENT NEEDS , SO 

THAT AS THE INCREASEO OUTPUT OF GOODS ,· 

FORMS A BASIS FOR THE GROWTH OF TRADE ANO 

THE RE - ESTABL I SHMENT OF GREAT£R FINANCIAL 
• 

STAB I LITY , PRIVATE CAP ITAL CAN GRADUALLY 

TAK~ OVER THE FINANCING OF PRO UCT I ON ANO 

COMMERCE. . 

EUROPE- $ NEED FOR AMER ICAN DOLLARS 

I S BAS ICALLY THE NEED FOR AME.R JCAN GOOOS 

TO F ILL THE GAP UNT I L EUROPE CAN RESTORE 

I TS OWN PRODUCT I ON . TO TH I S RESTORAT I ON 

AMER I CAN INI T IAT I VE , KNOW - HOW AND METHODS 

CAN 
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CAN MAKE A GREAT CONTRIBUTION . IN 

PART TH IS MAY COME ABOUT THROUGH 

GOVERNMENTAL AGREEMENTS . HOWEVER , WHAT 

I WISH TO EMPHASIZE HERE IS THAT 

INDIVIDUAL COMPAN IES , IN THE SOUND 

DEVELOPMENT OF THE I R OWN BUSINESS ANO 

EXPANS t ON OF Tt-iE IR MARKETS , MAY 00 MORE 

THAN ANY .iOVE.RNMENT AGENC I ES TO SPRCAO 

THE BENEFITS OF AMLRICAN SKlLLS ANO 

EXPERIENCE . 

A SUBSTANT I AL NUMBER OF AME.R ICAN 

COMPANIES ARE ESTABL ISH ING NEW FACTORIES 

AND ACQUIRING I NTERESTS IN COMPAN IES IN 

ENGLAND ANO ON THE CONT INENT , ANO THUS 

I NTRODUC ING INTO THESE COUNTRIES AMER ICAN 

CAP ITAL , M~NAGEMENT ANO PRODUCT ION 

TECHN IQUES . THESE I NVESTMENTS ARE 

BUS I NESS VENTURES BY H FO HE.ACED MEN WHO 

&E.L l t..VE 
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BEL I EVE IN EUROPEAN RECOVERY, Nu ARE 

EXPECTING TO GET A FAIR PROFIT OUT OF 

THEIR MONEY AND EFFORT . 

MANY OF THE COMMc.HC I ,· L BANKS IN 

TH I S COUNTRY HAVE HAD A LONG EXP~RIENCE 

IN F INANC ING FORL I GN TR OE , UNT I L TH IS 

BUS INESS WAS GRE~TLY RESTR ICTED DUR I NG 

THE DEPRESS I ON OF THE 30- S . THEY HAVE 

BEEN SLOW TO RESUME TH IS BUSINESS IN 

THE POS TWAR PER I OD . DESP ITE THE ECONOM IC . .. . 

ANO POL I T I CAL U CERTA INT I ES I NVOLVED , 

THE BR I T I SH BANKS ARE CARRY ING ON A 

LARGE VOLUME OF F INANC ING INTERNAT I ONAL 

TRADE , ANU IT VOULD SEEM UNFORTUNATE IF 

THE BANKS IN TH IS COUNTRY HLLu ALOOF 

TOO LONG FROM TH IS TYPE OF NORMAL BANK I NG 

BUS I NESS . 

AMER I CAN BUS I NESS ANO BANK ING HAS 

BEEN 
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BELN BUILT UP ON THE ~ASIS OF INITIATIVE, 

OF TAK ING R~ASONABLE BUSINESS RISKS , AND 

OF Ot..·AONSTRA TI NG I NGEf' U I TY ANu BOLDNESS . 

TH I S IS A PART AND PARCEL OF THE AMER ICAN 

FREE ENTERPRISE. SYSTEM . 1·s IT TOO MUCH 

TO EXP~CT THAT IT CONTINUE TO SHOW THE 

SAME CHARACTERISTICS I N THE PRESENT 

PERIOD? 

THE INTERNATIONAL BANK IS CHARG 0 

NOT ONLY WITH THE PROMOTION . OF INTER -. . . 
NATIONAL TRADE ANO OF PR IVATE FOREIGN 

INVESTMENT I N CONNECT I ON WI TH THE RECON 

STRUCTION OF EUROPE , BUT ALSO AS R LATED 

TO THE ECONOM IC DEVELOPMENT OF THE LESS 

WELL DEVELOPED AREAS· , THE ECONOM IC 

FRONTIERS OF THE WORLD . OF SUCH AREAS , 

LAT I N AMER I CA IS ESPECIALLY IMPORTANT 

TO THE U ITEO STATES . 

OUR 
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OUR SOUTHERN NEIGHBORS HAV~ HUGE 

RESOURCES OF MATERIALS -- COPPER, TIN. 

If ON ORE , Tl MBER , 0 IL - - T •. :ENT I ON A 

FEW -- WHICH IN INCREASING uLGiE ARL 

ES ENTIAL TO. THE NEEDS OF AMERICAN 

INDUSTRY IN PEACE AS THEY PROVED VITAL 

URING THE WAR . ON THE OTHER HAND . 

THERE IS A . HUGE POf ENT I AL MARKET FCR 

AMERICAN - MADE GOOOS IN THIS AREA . 

THE AMOUNT OF ITS OWN FUNDS WH I CH 
-

THE BANK MAY HAVE AVAILABLE FOR LOANS 

IN CONNECTION WITH DEVELOPMENT IN THESE 
. \' . 

STILL UNDERDEVELOPED LANDS CAN ONLY 

BE A SMALL FRACTION OF WHAT WI LL BE 

1 .ECU I RE.D . EXPE .. I ENCE SHOWS THAT THE 

SOU C PROGRESS OF U OEV~LOP~ · REAS HAS 

BEEN THE RESULT OF A COMBINATIO OF 

THEIR RESOURCES AND MANPOW£R WITH THE 

CAP I TAL 
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CAPITAL AN Kfl'OW- HOW F OM TH .10F E 

~ATUR~ AN- ECONOMICALLY ~v OP~u ~ATIONS . 

I BE.LI EVE. THAT LATIN AMEf I CA ,v1US T • c.L Y 

PRIMARILY UPON PRIVATE FOREI CA ITAL 

AN BUS I NESS TO ASSIST IN IT~ u~v~LOPM£NT . 

HOWEVER , THE CAPIT.L ANu, -.OW - HOW 

WILL NOT BE AVA ILABLE UNLESS FAVORABLE 

CONDITIONS EXIST . WHERE , AS IN THE CASE 

OF A NUMBER OF LAT IN AMEF\ ICAN COUI\.TR IES , 

CRED I T HAS BEEN IMPAIRED THROUGH FAILURE . .. 

TO MEET OBLIG~TIONS . STEPS MUST BE TAKEN 

TO RESTORE TH IS CRE IT . THESE COUNTRIES 

MUST PUT THEIR FINANCIAL HOUSES IN ORDER 

TO CREA TE THE. Nf:CESSARY CONF. I U ENCE . · TH Y 

MUST OFFER A FAIR OE.AL TO F.ORt..lGN CAP ITAL 

ANu MANAGEMENT , AT THE. SAME TIML THAT 

THEY INSIST THAT THE LATTER R~FRAIN FROM 

THE EXPLOITAT I ON WH ICH IN TH~ PAST HAS 

NOT 
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I NTEf· NAT I ONAL OhGAN 1 "Z.AT I ON Tt-iE. ANK 

MAY 1-tt.LP TO I NOUCE THE.SE. cou~ rR I ES TO 

TAKE THE NCCESSAHY STE.PS . 

THE BANK IS PREPJRCO TC ASSIST 

ITS U DEVELOPED MEMBER COUNTRIES TO 

'ORK OUT SOUNU ECONOM IC ANO FINANCIAL 

PROGRAMS AN TO FINANCE CAREFULLY ELECTED 

KEY PR 0ECTS . HOWE VE.A , I ' I SH TO E 4PHAS I ZE 

OUR CONVICTION Tt-lAT LATI~ AMER I CA MUST 
~ 

SEEK TH MA~OR PART OFT CAPITAL I T 

REQU IRES AT TH IS STAGE OF ITS DEVELOP ENT 

BY CNCOURAG ING DIRECT INVESTMENT BY 

MER I CAN COMPANIES . MANAGEMENT OI NG 

LONG WITH I TS MONEY GIVES THE BEST 

PROM ISE OF BENEF IT ALL AROUND . 

THE EXPER I ENCE OF AMER ICAN BUSINESS 

IN L TIN AMER I CA .' NO ELSEWHERE HAS BEEN 

NE.I THEA 



_ 17 _ 

NEITt-tER ALL BLACK NOR .LL WHIT ... . SOME 

COMP N IES H. VE SUFFERED LOS ~s. BUT 

M ,NY OTHERS H VE PR F' I TEO WELL . IN THE 

UNOEVELOPE.LJ .. fEAS HIGH PhOF I TS , ·RE THE 

ACCEPTED REWARD FOR SUCCES~FUL E.NTEhPHISt. . 

UNQUESTIONABLY TMC .- HA BE.EN 

SUSP IC I ON ANO EVEN HOST IL I TY TOWARDS 

FOREIGN CAPITAL AND ENTERPR ISE IN SOME 

OF THE LAT IN AMER ICAN COUNTRI S . HOW 

EVER , THERE ARE SIGNS OF REVERSAL OF TH IS 

ATTITUDE AND AN INCREASING DES IRE ON 

THEIR PART TO ENCOURAGE AMER ICAN BUS I NESS 

AND CAf ITAL TO COME INTO THE IR COUNTR IES 

ON A FA IR ANO EQU I TABLE OAS IS . WE IN THE 

BANK ARE MOST DE~IROUS OF ENCOURAGI~ 

AND ASS IST I NG ·IN TH IS PROCESS . 

I HAVE ATTEMPT£0 TO IVE YOU A 

BR IEF P ICTURE OF THE INTERNAT IONAL BANK --

WHAT 

., 
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HAT IT IS , ITS PUR OSES , ,._ ._ SuME. OF 

I TS GUIDING PRINCIPLES . I H\Y- TR IED 

TO BR I NG OUT TH. ,T THE 6ANK h1U T LOOK TO 

RIVATE INVESTORS , AT PRESENT P INClPALLY 

I N' TH~ UN I TED STATES , FOR OST OF ITS 

LOANABLE FUNDS . THE BLNOS ~HICH IT 

SELLS HAVE BEH IN· THEM LOANS MAE FOR 

PRO ,UCT 1VE PURF OSES TO MEMBER GOVERNMEN TS 

OR GUARANTEED BY THEM OR THE I R 

. INSTRUMENTAL I T I ES . AS ADD I T I ONA L PRO

TtCT I ON FOR THESL BONDS STANDS THE 

UNQUAL I F I ED R I GHT OF' THE BANK TO CALL 

UPON EACH MEMBER GOVERNMENT FOR I TS 

UNPA I D SUBSCR I PT I ON , OF WH I CH THE AMOUNT 

CALLABLE FROM THE UN ITED STATES GOVERNMEN T 

ALONE I S MORE THAN TWO AND ONE- HALF 

B I LL I ON DOLLARS . THUS , THROUGH THE BANK , 

AMEt. l CAN I NVESTORS CAN ASS IS T I N WORLD 

RECOVERY 



_ 19 _ 

RECOVERY I I TH Ut t •UE Pt,OTE.CT I ON FOR 

THE I R FUNDS . 

FURTHE..RMOHE , I HAVE EMPHAS IZED 

THAT THE BANK CAN MEf~ LY HELP GET UNuER 

WAY BOTt-t THE Rt.COVE.RY OF EUROPE , ND 

THE uE.VELOP LNT OF U ·TAPPE.Ci hE.wOUf' CE.~ 

ELSE.WHERE , l N THE HOPE THAT P a'( I VA TE 

CAP ITAL ANU Pf IVAT~ BUS INESS WI LL 

ULT IMATELY TAKE OVER TH IS J OB. THE 

INI T IAl l VE , GEN I US FO PROuUCT I ON ANO 

GENERAL KNOW - HOW OF AMER I CAN PR I VATE 

ENTERPR ISES , WH ICH HS MADE THE U ITEO 

STATES THE MOST POWERFUL AND WEALTHY 

NAT I ON , CAN BE THE FORCE WH ICH WI LL LLAD 

THE WORLD OUT OF I TS PRESENT MOHASS . 

• • • • 
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IOTEs !hla program originating 1n \faeh1ilPC)D preae11t• a d1acuH1on on the 0mte4 
Stated. and the lnteme.t1anai'l3ank, hlghllghting the. e8'ab1111?lmenl ot the 
IOJ'lA 118114 an4 how it was e~tabllD4, the famUou ~~ = lfm.14 
Buk, e,o. Panlf1pante in this dieeusioD we~Robffl L. G~-noe
prea1den, ot the n.te.rnatlonal Bank tor Iteoonnri'bll6 ~ o I; aJl1 
Mr. John Parka Yo,ang, an a4neo.r 1n tbe otftoe of J'inanclal end lleTelopaent 
Pollq of the United States Department ot state. Chainen ot the 41acmee1on 

AllltCll1 

ne l3en. Wilbur. . 

!hie 11 Bew YorJc the United States ot America. The Voice ot the un1,e4 

State• of America preaents the lla41o J'oruao lnn17 neJc at thi• time 

ve broadaaet an lntonal roundtable diecuaaion b7 upertt ta polltloal 

1c1entU1c or 1nduetr1al t1eld13 on the major etta1r1 ot the a.:,. To4q•,· 

program, broadcast tziom Washington, present• a 41scusalon of •!he t1n1te4 

State• and tl» International :s~.• Chainaan of the 1onm le Ben Wilbu, 

lfe take ,ou nov to Waahin£'on and Kr. Wllbm'. 

WI LBtma On Hq 9th, it was announced hcf'e 1n Washington that the Intematlonal l3ank 

for R8 oonetnaOH.on aD4 Dnelopizaem hadmade a loan to France of 2iO a1111on 

dollara. We haTe oome to the buildlnc on B Street in Washincton to talk with t vo 

m&n mo haYe an important interes, in the B,all and .America' e part in 1'o 

'!h.e7 are 1'1rat Mr. Rober\ L. Garner, co• s Tice-preaSdent of the International 

Beak and Mr. John Parka Young an ad.Tisor 1:n the Ott1oe ot J'iDa.Dclal am 

Develo1111nt Pol1q 1n the United States Department ot State. We 14 Ub to 

uk Kr. 1011.DC first who' a responalble tor the establle!lll.ent of the World Bank 

and how va.s it eatabl1sheclT Mr. Younca 



. 
ROUlID'l' Al3LE -2-

Well, Mr. W111:u.l", 1n the esrly ~ of the war we realized that after the war 

there's be a need tor ttmd.s tor reconstruction and rehabilitation ot Europem 

cou.ntrles and also the counttree of the Far 'East and we also realized that 

·permanently there 1d be need for a bank or tunds of sane k1n4 tor &rrelonment 

pu.rpoee1 10 we began giving thoupt to just what we could do. We lacle 4 

11achiner7, private investment i,asn't Yer:, adequt.w tor the h~ nee4s that we 

anticipated. 1'e had conterencee here in Washington with a. great m~ 

representative, of foreign government• as to what should be done and out of 

all those conferences came the Bretton Woode Oonterence. That was held 1D 

the eummer ot 19440 

WILBUR: And 70u vere there, veren•t Y'Oll, Mr. Young! 

YOUBG: Te,, I had the pleaaure ot being there and at that conterP.nce we dratted the 

articles of "gz"eement which are now the charter of the International Bank. 

WILBUlh We he81'd. a lot about Bretton Woode and we 8re glad to •e this reault. Bow 

turning to Mr. Garner, we 9d like to ask h1m .1u•t what are the purpowa ot 

the International Ba.nkt · 

GARNER& !he pu.rpoaea ot the Bank sre to lend to countrte11 to a11siet them in 

48Teloping the prodnolive resources. 

~TILBVRa Would~·~• 1t1 e a relief organization? 

G.AlWER: lfo, it ls not a relief orge.nlzat1on, it 1a not au.ppoeed to meke g1ft1. Its 

loans are auppoeed to be made on the bae1s that they can be repaid an4 

ve ,aline that if they arp,ni.de tor productive purpoaas they vlll be repaid. 

WILBUR: lfhnt about Amer1ca1s pen, wh~t about the pert of the United Statea tn 

th11 bank, Mr. Young! 

YOUIGa lnaddlt1on to g1v1n& a lot of thought and ettort 1n the organization of the 

:Sank. the United Stat4'e ls oontr1but!ne about 4o$ ot the oapltal of the 

Banko Bow, of course that doesn't mean that it1 s a United State, l3anlc beamse 

there are 44 count r1os t hat a.re represented in the banko The Board ot 
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Directors oonaiets ot 12 offlc:1.ale bOJn 12 41tterent ooontrlea and the 

other omntr1e• are also represented 1n the statt of the BRDk. It'• reallT 

an 1nternat1onal 1nst1tut1on. 

WIL13UR& But up to the preeent time most ~t the money comes from the Um ted Stat••• 

GARNER: Well, Wa ls the situation nou. The United States and the other ccnmtrle1 

~ paid 1n about '100 million dollan 1n .Aa-tcim cmTenGTa ill the wor14 

want, to borrow under the e zla';ing otrcumatancea Ame rloan dollar• an4 therefore 

lOUIG: 

the ohlet 101mae of our lend.lng av.st be these .&mer1C8D 4ollar1. 

fhat won•t alvq1 prevail, vtll 1tJ Don't ,ou ezpect sometime ve can loan 

aore than 4ollsret 

GAllNER: Oh, ve are very arudoua to loan other currencies and '1e Bank vlll mt 

haft reall.T e.ohleTed lt• intern~tinnsl ohal'A.ater until the curreno1e1 of other 

11911ber COWltriB are e:va11able to loan. We belieTe that a• oou.ntriea recc,yer, 

pt oTer tht hump that llaJ>1' ot the other member• will JDaD thelr mrrenc1e1 

available tt' loan. 

WILBUas AN )'OU plann1ng 8D7 additional ioau other than the one to Prance that waa 

annowc ed. recentl.71 

GARNER: Tei, we hoe a m:mber of loans under ccme14ernt1on and we hope that. wlth1n 

'1le oamparativel.7 short future \f8 will be able to almOUMI addl,ional loana. 

WILBUR& Well now Kr. °!'UDC, ae an klerlom and representing .Am9r1 ~•a lntere•I 1n tbe 

Ban.Jc. how do ,ou eee the Bank helplnc world bueinees am world tradef 

TOUBG& Well. the world m eds e. lot of tuna.a 1D order to reconatruct 1t• 1nclustr1ea 

and to finance current trade and a great JllaDT oountlree .1ust do not ha.Te the 1'u.Dla 

for reoonatniot1on, developl!lent, or for t1nanc1ng operaliona. So the 

International Bank 1• 1n a po1Ulon to help finance prod.uctiTe enterprl1ea . 

and pr0Jeat1 all over the world whenaffr the 1n41dations ere clear that the 

fml41 oan be po., to produn.tlve .o rk. 



ROUJJDTJJ3LE -4-

WILBUR& Well, now, can TOU sq vhe.t thoae proj ects will be, Mr. Garner! 

GA..)l.."fflRt Well, tbeT'll be a great variety ot things. They- m~ be a steel mill, 

they- may be to wppl,y coe.1 for a:deting railroP.da or existing mills. It mq 

be the eu.ppl.y of fert1liurao. An,y'thing that goes to 1ncreaae sound production 

and build up trade and thus the ,economic strength of the oo,mtrr. 

WILBUR: Is the Bank S.n a position to dlctate what proJecte )rill be deTelope4t 

ClARNER: We 4on't attempt to d1ctate. The applicant comes to us with a program which 

w discuss thorougbl.7 end as a result of that discuH1on w. ocne into 

agreement ?S to what parts of the count17 .an4 what projects the Bank 1s 

vil.Ung to loan. 

Ia•t U true that '11e project J!IUSt be in a member aouzt r'T• !be money 

1• onl.7 available for a member country! 

GARNER: We can onl.7 loan in member countrla, that•s correct, Mr. Ymac, and the loaa 

ma.de met be either the direct obligation of the member goverment or 

gl181'anteed by the membl!tr &'()Vernmen, or the central bank or smiler organization. 

WILBUlh Lef1 reTiev that. fhere are 44 countries at present, 1s that ript, vlth 

Auatralia aom1ng ln August of thie year mak1ng 451 
I 

GARNIRa !hat 1a correct. 

Wlumll: Well, now, what about the contribut1on ot all thia to vorld.. peace. ·11r. Yo,mgT 

tomtG: Well, I don8t eee hov you can e:.tpflclt to ~ .ve a good. background tor world peace 

Uleaa the e conomlc condi tiona t hrOUl!:hout the world are reaeonabl.7 stable 

WI LBUP.: 

and that•a one thing the lntern,· tional :Bank can do, it can help reetore 

product1v117 and create e oonomlo stab111 ty so that you can have a backgroma4 

for world peace And seca.rit7. 

Bov about the organiza.tton of 7c:mr Bank, Mr. Garner. You've been reaponelble 

tor eome ot that or~anizat1on. I know. It 1a ot real international Gbaracter0 



GARNER: Yea, Mr. Ya11ng aald the 41rector• ot the Bank represent the 44 nat1ona. 

The st~t of the:Bank is quite tnterne.ttanal 1n character. We have a good 

xww1•••t• representation from a namber ot the countr1e• and it1e our 

intention to go ttu•ther in developing the 1ntel"Jl.~.t1onal chsrP.oter and tlMI 

gieogrfbtcal d1str1bv.t1oa of our ata£fo 

WILBUR& Well, coul4 you give v.s an example ot what part, of the wo~14 are represented 

1n the organi zationt 

GARNER: W 11, I might e~ that emong the departmm t, head.• w haft Oanadiana, ,. 

WILWR: 

~tabmn, French. English; we have some f:attn .American• ln lmportai t pollt1ona 

&114 aome Ch1n4'1tto It's a pretty good dlstrlbutlon among the na.tlona. We 

hmen•t got a blg organization but we're teytng to make it representative. 

GARNER: -of con41t1one and experience. 

WILBUR& Tea, lAlll now Mr. Young, I• ie seen 1n the Mme of the Bank thi• word •aevelop

ae·m•. !l'hat 11 lnterestSng to me. •1teconatrnct1on• 1a the firs\ need of 

courae, bnt you're empha11sln& - at we were te.lldng before - \he developmn, 

YOUNGz 

problem. 

Tea, it 111 reali:zed that the Bank will have to finance 4evelopment pr<>.,ecta, 

tba t reaonatru.ot1on w1ll eventual.17 be aonple&ed. and that there is alao a 

grea, need all owr the world tor d.ewlopnent projects. Certain parla ot the 

world are qll1 te undevelopecl and the Bank S.a veey much interested in 4ollag wtia, 

11 caD to help the areas that need uvelop11Bn, and cl1vere1t1~t1on ot 

1nduetr!ea and ao on ~ that :«1h1le the immediate need baa been reconatnctton, 

the l3ank 1• looking to the fut11N when the main Job of the Bank ¥111 be 

4ewlopneat loan,. 

GARBER& !hat's pe?'fectl7 tru, Kr. !'011JlC0 



ROONDTABUl -6-

WILBURz Well, now, so we've coverAd this busineBB of aid to the cmmtriea that 

need helpo Mr. Garner, you were saying that there werP- many thingtl that 

th& the other countries needed to kmw about the work that la being done and 

the projects that are being considered. 

GARNER: Well, there are two angles on thato We feel that the Bank cen onlT 

help those people who want to help themselves end we find that there are 
. . 

a great many people 1n the world that vent to make en ernest etfon to improve 

their own s1tuat1on. !hose people the Bank wishes to help. Another po1Dt 

that I thinld. a worth mentioning, I s~d the Bank nowhas onl7 about '100 

allllon dollars - American. dollars - to loan. We 1ve got to have more aone7 

and ihe ~ that we can get s4d1t1onal fund.a 11 by eelllnc the bonds ot the Ba.nlt 

to private investors. At the present time, those private 1nveatore seem to be 

largel.7 in the United. States and we expect vi thin the m xt tew months to offer 

oar t1rat bond ia1111eso However, again emphasizing the intern.~tional character, 

we hope e.a time goes on that the bonds of the Bank will be aold to inveatora 

in a great !ll&n1' of the member a:,untr1es. 

WILBUR: ~. Mr. 'ounc, did ,ou have eomethillC to add to thatT 

YOUNG: llo, I think that' a ve~-well p11t that the :Sank 1s an lntematlcnal Bank am 

eventual.11' 11111st look to all the world. to help povide the t'u.Dde whUlh are 

reloane4 to the different countrleso '!'he comitr1es that neAd it are mppl1ed 

'b7 funds from the countries that have capital to e%port and while the United 

State a todq is the pr1io1pal oountry that has capt tal SVEl,ilable tor export 

that a1tuat1on, wa hope and expect will not prevail 1ndetin1tel.Ta 

GARNER: I 1d 11ke to point ottt on that that some of the countries. partiaularl.T those 

in Western Europe that now are badl.7 in need ot tunda 1n the past have been 

great creditor countries a:ld we hope · that as their aconatru.ct1on goea on 

the7 v1U again resume the role ot lending to other countrlea tor deveiopment 

p!lrpOS88o 



• 
... 

. WILBUR: •ow, let's go back to \h.11 loan to rrance. What are the impllcationa 

behind that loan, lilhat should wo know about that! Mr. Garnert 

GABNERi Well, the tiret thiDC, it is s11,ilflcant beaamse it was our first loan and 

we believe it 111 appropriate thnt that tirat loan was made · to a country vb.o9a 

e00Mm7 le so 1mportan\ in the world. lfe think that that loan v111 be Ulm 

a pebble 41'opped 1n th!t pond. that the e!fe eta ot ~he moneT being apent 'b7 

Franoe to bu114 up her production will expand and help not on.17 her but the 

econOJD.T ot m&Dl' other countrlesD 

WILBUIJl Thank you. Tel")' mu.cJl. gentlemen. It I R been a. pleaeare to visit with JOU here 
I 

1D Washington an4 to 41aC111a with ,ou the work of the International Bank 

tor Beoonstru.otion and Dewlopmsnt. Thank you wry nm.ch • 

.6n4 ao ve oome to the end ot tha RADIO FORDMo !his 41acuaa1on of the 

Um.ted States am. the Int,.rnatlonsl Bank brought you Mr. lbbert L. Garner, 

Vloe ,rea1dent of \!Le Intern,,U.t,nal Bank tor Reconetru.ction and Deftlopnent 

and. Kr. John Parke roung, en adrleor 1n the Ottlce ot ftnanalal. and Dffelopneat 

PolS.q of tbe 'United Stater, Department ot. State. Chairmm,. ot the 41•m•s1on 

vas l3en lf'llburo 

!he !lad.10 J'orum 1• broadcast etV:?r welt at th1e time. fodq•e program 

orlc1nated in Waeh1ng,on. !hie 1e the Voice ot the United Ste.tea ot 

America. 
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