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From time to time the criticism has been heard of the Bank that it operates by applying 
· \ commercial standards. Of course the Bank does not disregard prudent banking practices. 

But certainly the "profitability" of an enterprise is not a criterion which the Bank applies in 
every case, when making up its mind whether or not to engage in a particular operation. 
For example, one of the loans which the Bank is discussing at the moment is a loan to the 
Government of Ethiopia for a highway project. This will involve the importation into 
Ethiopia of a substantial amount of foreign road-building equipment, and that is a project 
that will certainly not pay out in direct earnings. The Bank wishes, however, to be satisfied 
in such circumstances that the project will indirectly make a contribution to the economy of 
the member state concerned. In the case of Ethiopia the Bank is satisfied on this score. 
Experts who know Ethiopia agree that the urgent need in that country is for the improvement 
of communications, and that, without some improvement in communications, there can be 
little progress in the country's economic development. 

As regards interest rates, the Bank's practice is to charge borrowers what it would cost 
the Bank itself to replace, by borrowing, the funds which it lends, plus one per cent statutory 
commission which, under the Articles of Agreement, the Bank is obliged to charge, plus a small 
spread to meet the administrative expenses of the Bank and to enable the Bank to build up a 
reserve. As the Bank's credit standing has improved in the United States market, which, 
apart from Switzerland, is the only market where the Bank has, up to now, borrowed, the 
Bank has been able to pass on to its borrowers the benefit of the rates of interest which 'it 
pays on its own obligations. It is the intention of the Management and Board of the Bank to 
continue this policy of charging interes~ rates based on the rates that the Bank itself has to 
pay. 

With regard to the commitment charge, it will be seen in the supplementary addendum 
issued with the Annual Report that the Executive Directors, on the recommendation of the 
Management, have recently decided that, in present circumstances, the commitment charge 
will be three-quarters of one per cent on all undisbursed amounts of a loan. This represents 
a very substantial reduction in the commitment charges hitherto in operation, and will apply 
to new loans which the Bank may make from ow on and also to the undisbursed amounts of 
existing loans. 

Those who are associated with the day-to-day working of the International Bank are fully 
aware that it is a new institution and still feeling its way. It is operating in a field where there 
are economic, social and political pitfalls which are something new in the history of inter
national investment. It is only by a process of trial and error, by doing its best to avoid serious 
mistakes which might have serious consequences not only for the Bank's stockholders but 
also for its borrowers, and by altering its techniques from time to time to meet situations as 
the:y arise, that the Bank can really do the job for which it has been set up. 

"DEVELOPMENT PROGRAMMING AND FINANCING" 

L. B. RIST, Director, Economic Department 

In dealing with the very concrete problem called the development of underdeveloped 
countries, the Bank's thinking has not been the result of a set of "a priori" views; it is really 
the outcome of the efforts which the Bank has made, in conjunction and cooperation with its 
borrowing members, to assimilate and interpret the practical policies and policy issues with 
which member countries were themselves confronted. 
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of India. The Indian railways loan has already been mentioned, but that was only a part of 
the financing which the Bank did in India. 

The Government of India came to the Bank and stated that, after having studied the 
needs of their economy, they had come to the conclusion that the three most urgent necessities 
were, first, the removal of the transportation bottleneck, which involved some financing of the 
railways; secondly, some addition to the electric power resources of the Damodar Valley in 
Bihar and West Bengal-the most highly industralized part of India; and, thirdly, increased 
food production. After some discussion with the Indian Government, the Bank was able to 
work out a series of loans designed to meet these three urgent priority needs. 

Finally, one of the most recent loans which the Bank has made has been to Australia, 
where the Commonwealth Government was able to come to the Bank with a well-worked out 
five-year program, which involved the importation into the Commonwealth of large quantities 
of capital equipment for various sectors of Australia's economy. The Bank was able to work 
out with the Australian authorities the financing to meet that particular need. 

Regarding the forms of financing which the Bank is prepared to undertake, the Bank has 
not hitherto found it possible in the normal case to depart from the field of financing the direct 
foreign exchange cost of projects or programs, but it is now engaged in discussions with the 
Italian Government which envisage participation by the Bank in the financing of a development 
program for Southern Italy. This program will be spread over ten years, and it will involve 
an investment of around $100 million a year by the Italian authorities. The bulk of the equip
ment which is needed in connection with the various enterprises can be manufactured in Italy; 
but the impact of an investment program of that scale on the Italian economy is bound to 
create indirect foreign exchange costs by way of additional raw material for Italian industry 
and of consumer goods. The Bank has indicated to the Italian Government its willingness to 
consider financing a part of he indirect as well as the direct foreign exchange costs of that 
program. 

Certain other developments also have taken place in the Bank's lending techniques. In 
a number of the Bank's less-developed member states, facilities are almost completely lacking 
for meeting the needs of private industry for long-term financing. There are many small 
enterprises which have either already been established or which are in the process of being 
established that need long-term capital and require machinery, for example, which is not 
available within the country and must be imported from abroad. These small enterprises 
have great difficulty in securing the funds that they need, and the Bank has assisted in work
ing out in three member states, namely, Turkey, Ethiopia and Mexico, arrangements for the 
establishment of what might be called industrial credit facilities, that is to say, financing 
through finance corporations or private banks, which-will themselves be able to make equity 
or loan investments in private enterprises on a long-term basis. In each case a substantial 
amount of local capital is being put up, and the Bank has indicated its willingness to match 
that local capital with a proportionate amount of foreign exchange. In that way the Bank 
believes that small private enterprises in its less-developed member states will be assisted and 
that it is more appropriate for such operations to be conducted by an organization established 
on the spot with local knowledge and techniques at its disposal. The Bank feels that such an 
organization is better placed to pass upon the propriety of investment in enterprises of this 
character than, for example, five or six members of the Bank's staff sitting around a table in 
Washington. 

All these operations come within the Bank's defint ion of specific projects. In essence, 
the "specific project approach," in the Bank's view, means only that the Bank wants to know, 
with some reasonable degree of precision, the purposes for which the Bank funds are being 
used. 
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Every instance has confirmed the Bank's impression that each country has problems 
different from those of its neighbors. There are, however, some quite general conclusions 
which may apply to most underdeveloped countries. 

The first experience the Bank has had in this field was requests for loans for various 
.specific projects. It happened that when Mexico requested financing of hydroelectric power, 
or when Salvador suggested that it wished to start an important power development, or when 
Chile asked the Bank to support both power and agricultural development, it was clear from 
the outset that these purposes were well-founded. These were bottlenecks and the projects 
were essential and urgent. As time went on, as the Bank's experience developed, as its relation
ship with its borrowers continued over a period of years, and as the inevitable limitations on 
their borrowing power became apparent, it was natural that the question of choice should 
become more and more imperative. It is important that there should be no waste of capital, 
not only from the internal point of view, but also from the point of view of available foreign 
credits, and the Bank must ensure that it assists really important development and invest
ment. As a matter of fact, it may be said that to the extent that the Bank finances one opera
tion other operations become possible. In other words, it can even be said that the Bank does 
not finance exclusively what it seems to be financing. "Substitution" widens the effects of the 
Bank's loans beyond the project actually financed. It is important, therefore, that both the 
borrower and the Bank should have a broader knowledge of what is going on in a given 
country than study of the actual project alone would convey. It is not enough to deal with 
projects in the narrow sense of the word. 

A logical treatment of this subjects falls under three headings: 

(a) the necessity for programming in the development field; 

(b) the problems that the Bank's borrowers are encountering in determining priorities; 
and 

(c) the role which international investment can play in the field. 

The basis of the need for development programming is the fact that development is a 
continuous process. It started long before the Bank, and it will continue after the Bank. 
International financing and development has also been a continuous process. The Bank can, 
therefore, not pretend, and does not pretend, to do more than assist and sometimes hasten 
the process which would be carr ied out in some form anyway, though perhaps at a different 
pace, without the Bank. However, though the effect of the Bank's action might be marginal, 
it does, because of the substitution principle, spread over the entire investment field. 

The investments involved include both public and privat e investments. Governments 
have power over their own public investment s, but they have not the same power so far as 
private investment is concerned and often the aggregate of pr ivate investment t hat goes on is 
greater. Therefore, it is impossible t o expect a detailed plan on the part of any government. 
However, the relative importance of what is going on in the fields of public investment and of 
private investment is obviously one of the major questions. However restrained a government 
may be with regard to t he activities of private business, it is indisputable that its influence 
on the developments taking place in connection with private financing is considerable. Govern
ments influence even the private sector of investments by credit and taxation policies, by 
customs duties or trade restrictions, if not also by direct allocations. Moreover, the very 
investments (and this is fundamental) which a government undertakes on its own, whether 
they are transportation, public utility, land reclamation or education, have a direct bearing on 
the productivity of labor and on the fields which private investment may be induced to enter. 

Since, therefore, there is a close relationship between the investments which are being 
undertaken at any given time; since there is always some investment-public or private-
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going on; since, however, the resources which can be deflected from current consumption for 
investment purposes, that is, for future production and consumption, are always limited; it 
is important for any government, before undertaking a new investment, to gain a view of the 
general direction in which resources are being used in its own territory and to decide on the 
course that would be the most desirable for the country as a whole. 

The purpose of programming would, therefore, be in broad· terms to determine not a 
precise plan, but a framework indicating the main directions in which investment should go. 
This involves, first, a determination of the fields where the greatest possibilities exist for a 
country, under given world conditions. This means, in effect, a serious inventory of existing 
resources, natural and human, and a judgment as to which are worth developing. A number 
of countries are now proceeding with that particular task which had never before been under
taken on a broad basis. This entails judgment as to which resources are worth developing, 
taking into account the fact that a new product will not automatically find a good market, 
internally and externally. This also involves a determination of the investments which should 
be expected to take advantage of these resources. 

Another purpose of programming is to determine which public investments are the most 
likely to bring about development of such resources and induce private investments. That 
matter must also be considered in relation to priorities and often overlaps with the well-known 
problem of "bottlenecks." Thus, lack of transportation or power is sometimes the only obstacle 
to private investment, new industries, new mines, and so on. 

The third purpose of programming is to determine what policies are most likely to 
induce investment generally (and private investment in particular) and to attract it into 
fields which a government considers the most likely to be profitable to the country in the 
long run. This raises the whole complex question of financial equilibrium and fiscal policy, 
the effect of taxation, acting either as a stimulant or as a deterrent, and also the necessity 
for a clear attitude towards foreign private capital if its contribution is hoped for or expected. 

The achievement of financial equilibrium is probably the most difficult part of any pro
gram and there are no ready-made solutions applicable to any two nations. Social, historical, 
and administrative elements have to be taken into account, and also the psychological as well 
as the economic reactions of citizens and of foreign investors. 

These being the three main purposes, it is clear that a set of conclusions will be reached, 
but is is most likely that in any such appraisal it will appear quickly that the hopes and 
ambitions of any nation cannot be all fulfilled at once. There are severe limitations on what 
can be achieved. In real terms they can best be stated as follows. Manpower-especially 
skilled labor-as limited in any country and has to be adjusted to the new industries or 
operations involved. Even more important is the real extent of economic resources, that is, 
the yearly production of goods. Only a fraction of the yearly production can be devoted to 
investment, and it would seem to be an almost regular occurrence that if national income per 
head is low the proportion needed for subsistence, that is to say, consumption, is usually high, 
and the capacity to save for investment is correspondingly low on the average. 

This shortage is expressed in financial terms by the words "lack of savings" or "shortage 
of capital," that is to say, insufficient funds not used for immediate consumption purposes. 
The temptation is, therefore, great in countries faced with an urgent need for investment 
(whether for reconstruction or development), to finance investment through deficit or credit 
expansion, eventually possibly through inflation. In the end, this entails either rationing or a 
rise in consumer prices and thereby creates a reduction in real consumption. If the investment 
program is to find a means by which investment can go on without reducing consumption, 
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the financial problem is no more than an expression in monetary terms of a shortage of over
all resources. A country then has the choice between slowing down investment and slowing 
down consumption, which can be assumed to be already low in an under-developed country; 
or calling on outside resources, that is to say, foreign financing. 

By definition, foreign financing can only provide a marginal amount. It is called upon to 
add to domestic resources to hasten development without reduction of consumption levels. 
Any reasonable programming should, therefore, add to the three purposes mentioned above, 
a fourth, which is perhaps basic to all, and that is, the determination of the pace at which 
development can proceed; first, without foreign assistance, and secondly, with foreign as
sistance, in varying degrees, without depressing existing consumption standards. 

The rate or pace of development in turn depends on the types of investment that are being 
carried out, and this is the old problem of priorities. It comes up because everything cannot 
be done at once, and because the available additional foreign resources are limited by credit
worthiness. Any reasonable programming will therefore be faced with alternatives. It is not 
possible to state ready-made solutions, but some of the issues which require decision and some 
of the practical questions with which both the Bank's borrowers and the Bank's general survey 
missions have been faced can be indicated. 

The first is "What choice can be made between the various public works, transportation, 
power, etc., assuming that private enterprise cannot assume their burden?" This is not 
necessarily an absolute choice. It does not mean that, whether transportation is to be under
taken, there will not be any room for further power. The question is really: how much power 
will be necessary at the time when transportation will allow for more production. This 
question is a practical one and can only be adjusted on the spot by comparing the needs of 
the people in the nation itself. 

The second question which arises more and more frequently is, "Should the government 
encourage capital intensive (heavy) rather than labor intensive (light) industry?" The so
called heavy industries-industries which need a great deal of capital for fewer workers 
(such as breweries or steel mills)-may in certain cases be quite strategic. The history of 
some cities' growth shows that they have often been built around a heavy industry of this 
type. It is difficult, however, to visualize that this could go very far in countries which are 
overpopulated and do not have very large resources available. The choice between encouraging 
heavy or light industry is one which will come up in every case. 

The third question which will arise will be the necessity to use local resources fully. It 
is certainly more profitable, in the long run, to build new investments on existing resources 
of the country than on the transformation of imported goods, which would rely purely on cost 
of labor and on skills which in turn would have to be built up. Some under-developed countries 
face this possibility and are considering, for example, carrying the mining process a step 
beyond the exporting of ore. This is a particularly critical problem in the case of agriculture. 
There, the choice between new irrigatio~ for example, and the improvement in efficiency of 
existing agricultural operations, merely by adding a few machines or tools or by improving 
existing methods and the means of transportation, will arise very often. There again heavy 
costs and the extent of the benefit to be expected from each solution must be weighed carefully. 

The fourth question is: "Is it really advisable to induce new investment into fields which 
may be profitable only for a short time?'' It may be that a sudden rise in the prices of certain 
goods may make new industries particularly attractive but in the long run this rise may not 
be maintained. Similarly it is possible that, because of quantitative restrictions or high 
tariffs-mostly quantitative restrictions-new industries become profitable in a country. How-
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ever, these restrictions may not be maintained very long. In a number of under-develor , 
countries the government itself has become slowly apprehensive of the excessive opportunit 
for profitable business which quantitative restrictions have brought about. Whether such in
vestment should be induced at the expense of others is a grave policy .issue for any country, 
since in a way it commits its future trade policy. 

There is one last question, and by far not the least, and that is the relationship between 
the types of investment to be encouraged and the balance of payments. It has been assumed 
at the outset that the purpose of any development is to improve, in the end, the standard of 
living in the country and that this could best be done by increased investment. However, it 
is not enough to increase production by relying on foreign resources. It is important that the 
servicing of this investment be made possible. It is not necessary to establish a close relation
ship between an individual investment itself and its foreign exchange proceeds, but it is im
portant that the investment program as a whole should, in the end, not only benefit internal 
production but also, to an extent, ultimately benefit the balance of payments. It is not possible 
to over-emphasize the fact that increased national income and improvement in balance of 
payments are not synonymous. The necessity to balance, in any investment program, its 
effect on production and its effect on the balance of payments is fundamental. The immediate 
effect of an increased investment program on the balance of payments is a deficit. It may 
even be said, with only slight exaggeration, that the definition of a development loan, from the 
International Bank point of view, would be one where the borrowing member could voluntarily 
be prepared to incur a deficit on its balance of payments in order to satisfy its investment 
needs. This may go on for a number of years, and it may go on for a series of projects, but it 
is quite important that in the end the resulting benefit in the aggregate should favorably 
affect the balance of payments as well as over-all production . . 

In short, the main purpose of any investment program is, as has been assumed, to increase 
the standard of living, but in order that this may be realized it is necessary that the program 
be balanced. Balanced development would be developn1ent which does not endanger financial 
equilibrium; which does not entail depressing consumption from its existing level; which 
efficiently carries out several purposes at once and does not merely benefit one field at the 
expense of others; which achieves the desired results without overburdening the government 
by its cost; which looks several years ahead, and not merely in shor t periods takes advantage 
of temporary market conditions, prices or restrictions; and finally, which gives proper 
attention to the need for improving the balance of payments at the same time as to the need 
for increased production. 

It is hardly necessary now to come back to the last point, which is the role of foreign 
financing. As has often been stated elsewhere, private direct investment supplies not only 
capital but also "know-how," technicians and the practical operations for a period of training. 
What the International Bank or any external loan financing can provide, in addition to 
capital, is technical assistance to a degree. The choices which remain will be for the govern
ments to make, but the rate at which countries will require loans and the term for which they 
will require foreign assistance will derive from adequate development programming. 

There are no simple solutions to these problems, but they have to be met in the under
developed countries, and they are important to the Bank. The practical result, from the 
operational point of view, is that, in considering the capacity to borrow of the Bank's develop
ment borrowers, the Bank does not take a static view of their balance of payments but a 
dynamic view which takes into account not only their existing economic structure, but their 
economic structure as it might be after the program has had time to bear its fruits. 
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BAN~UE INTERNATIONAL£ POUR LA RECOi\fSrl1RUCTION 
ET LE DEVELOPI· EHEHT 

SOCIETE D 1 ECOJ:·l01·~IE l)OLIT:LQU~ DE Z U R I C H 

le ?7 Septembre 1950 

par ~l. Leo I]ard B. RIST, 
Directeur du Departement Economlque 

Monsieur le Pr~sident, Messieurs, 

c• est poup moi 1,1n ~o r:.ne,lr et un plaisir . 

c_• a-v-oi,r ete appele a pa.rler dev&nt vous aujourd 1 hu1, 

Lorsqu 1 11 y a :91Us de tre!lte a::.s j I etais u·n el~ve 

un peu rebelle au borCl .. clu lac C!.e Zurich, clans le 

canton de St Gall, t;t que ~ e :)arlais 11 Schtvyzer 

Du.etsqh11 comme un vieux Senn, je ne rae douta;t~ 

pas que je reviendrais dans votre belle vil~e, 

si pa1s1ble' vous apporter 1 1 ec:ho des ~roble:nes 
~ 
econoniq-ues que po sent au rllonde non seuleE1ent :a 

~·econstruction d,lapres guerre1 me.is 1 1 eve;i.l c;es 

peu9les ~ous developpes qui ser~ un des traits 

X,,. ~' ... marquants c~u Ae SJ.eC.Le. L 1as9 ect so~s lequel, 

a la Banq~e lnternat~on~le, nous envisageons ces 



2. 

probl~~es, est l 1 aspect financier. 

Pendant tout le XIXe siecle et entre 

les deux gue~res, les transferts de oapitaux 

entrain~s par les mobiles si forts et si . pers~stants 

de l'initiative individ~elle et du profit, ont 
, , . 

rendu des services que 1 1 on nia jamais appreci'j s 

suffieamment~ Sl, nar la masse des fonds m1s en 

mouvernent, l'Angleterre et la Fr anoe d 1 abord , puis 

plus recemment les Etats~Unis, ont occupe le p l ... emier 

d l t1 . ' t . , rang, .es pays p~us pe ~s ma~s prosperes e anlmes 

d 1 un esprit internatlonal tr~s agissant, n'en_nnt 

pas L10lns jou.e UD role de prelJ iere i mportance. Je 

pense ~ la Belgi~ue, je pense surtout~ la . 5ollande 

' et a la Suisse. 

Il serait un p eu vain d 1 ex:poser a un 

auditoire ~elvetique les 9rob~~mes que pose le 

fi~ancement international : votre experience dans 

ce domaine est multiple, ancienne at votre pays n 1 a 

pas perdu, 191n de 1~, son int~r~t ~our ce genre 

d 1operations, Les emissions etrangeres admises a 
vos Bourses depuis la guerre, les cr~dita accord~s 

par vos Banques a d'autres pays, demont;rent que 

votre int~r~t est toujours aussi vivac~, 

l~~~a i s la crise c'..e 1930 deja, et la sec.;2 n.-;..-; 

d . 1 1 , . , , ..., , guevre mon .la e p _us recemmen~, ont reve~~ que les 
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elements de risque que comj_::ortent lea operations 

de financement international n 1 ~taient pas als~s ~ 

juger A leur j uste mesure. Il est 11aturel qu'~ une 

epoque ou dans la plupart ces pays les transferts 
~ . 

de capitaux, et meme parfols le transfert du service 

des capitaux etrangers investis sur le territoire, 

~Ollt S0U,ffii8 a CQntrole I a UD8 epoqUe QU leS ChB.nC€8 

de conflit - arne ou non ~ ne ::~araissent pas aursi 

~ , . ' ' eloignees qu apx~es la prer.1iere guerre , le capi te.liste 

prive hesite a s 1 engager seul, saut dans ~es dornain es 

ou la prosperitP. et 1a ~aix ser1blent le mieuic aP- surees. 

Des avant la fin de la ~lerre, ceux qui s 1 efforcaient 

d'irnaginer les probl~mes de la paix, se rendir0nt 

compte que si les besoins serc;1.1ent immenses, l 1 econom1e 
. , . 

pr1vee ne pourrait probablement pas les satisfaire 

et qu'11 serait injuste et inefficace de la contraindre 

a prendre des risqtles qu 1 elle meme n' estimait pas 

justifies. De la maquit le conce:pt de la Banque 

Internationale, fond~e ~ Bretton Woods par les accords 

de 1944, et dent le Conseil se rfunit uour la rremi~re 

fo is en Nai 1946 a :·lashington. 

Les idees fono.amentales en sont au nombr·F 

de deux: En ~rem1er 11eu, s 1 11 ~aut faire face a 
des beso~ns de capi'taux a long terme et que les SQ 1_:.:., : · j!-: 

traditionnelles, le m~rche financier et les banqu8G. 



ne scient pas en mes~re de fournir les fonds ~ des 

conditions "raisonnables 11 , les gouvernements des 

~ays creanciers ou desireux d 1 exporter ctes cayi taux 

pe~VeDt se substituer a l 1 initiative privee defail~ 

laEte. Une cooperative de nations ou cha..cune . sol.lscr).~a 

une fraction du papital est ainsi constituee. Les 

49 pays qui composent naintenant la Banque ont mis 

a sa ~ispos~tion en especes ou en tl~res a vue, ce 
~N , 

qui revient au mem$, une sooo2e de ~1~667,7 millions, 

soit 20% de leur souscr~ption totale. Sur ce ~ontant 

une sornme de ~pl.500,9 rnillions (soit 18%) a ete . 
, 

versee en monnaie nat~onale et le sol.de, ~l66,8 millions 

( ou 2%) en dollars ou en or,. Comme la sousoription 

des Etats~Unis est enti~remcnt en dollars, le montant 

du ca~;ita~ liquide, p1.U"~ement en dollars. ou or, de la 

Banque atteint au total ~7~3,9 millions 9 Le reste, 

soit l 1 equivalent de $930,8 millions est libelle 

dans les monnaies res~ectives de chacun des pays 

membres. Il est interessant de ncter que, d~s cette 
, , ., , . 
epoq1.~e, on prevoye.i t que de nombreux pays ne cLeslre-

raient pas encourager les e:;.,..rportations de capi taux 

alors qu 1 11 en 1mportaient ev,x ..... ~eemes pour les besoi~1 2~ 

cle leur reconstr-uction ; aussi une clause fut-ellt; 

inseree Q. 1 a~)res laquelle 1 1 utilisation des souecri~:;;- ~ 

tions en ffiO:'HlB..ie natie>ne.le est sotu;_ise a 1 1 aut:::>ri.,:, i.,j , , .. :. 
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du pays dent la Banque desire preter la monnaie. 

Les Etays-Unis nous ont donne une autorisation 

g~nerale concernant la totalit~ de leur souscription 

' di uf t """ ~. , -F' • especes ; x-ne au res pays nous on~ uonne, ~ar~ol~ 

sous r~serves, des autor1sations totales ou partiell~s. 

Mais cec1 n 1 est qu'un des elements du 
, 

concept que je tente de vous decrire. Si la Bahque 

n 1avait a sa disposition que les souscriptions especes 

des gouvernements, ses operations risqueraient d'etre 

limitees au montant de ces souscriptions esp~ces et 

en outre de revetir a la long~e Ce caractere un ? eU 

aise que 1' on a so v.vent :reJ.)roche aux organismes 

purement gouvernementaux. La deuxieme .Partie du 

concept fondamental est done aussi important~ que la 

·' 1 't' t . , ' prem~ere : a Banque a e e au or1see a emprunter 

sur les marches financiers un montant repr~sentant 

quatre fois les souscri~tions en especes dont j•ai 

parle plus haut, et pour assurer aux souscripteurs 

prives que le credit de 1 1 inst1tution resterait 

toujours tres eleve, les Etats contractants accordent 

d 1 emblee ala Banque 1 1 assurance qu 1 ils couvriront 

ses obl1gatlons j~squ 1 a u~ montant egal a quatre fois 

leur sousor1pt1on es~~ces. Cette garant1e 1nd1recte 

est e~igible dans n 1 importe quelle monnaie et non 

pas seulement dans la monna:Le du l)ays SOU$crip teur, 

mais son montant ntest disponible que pour oouvrir 
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les obligations propres de la Eanque.si elle ne peut 

y faire face par ses moyens courants. 

, , 
En resume, le capital de la Banque se 

colJlpo se done p.ujo,;lrd 1 hui d 1 un mon tan t total de 

~8~338~5 millions. s~ ee montant sc% representent 

l'engagement de garantie dont je viens de parler, 

2% la souscri~tion especes de tous les Etats en or 

ou en dollars et 18% la souscription en especes en 

monnaies indivic1uelles que J.,a Banq_ue peut utiJ.iser 

si elle obtient ~•accord Ge l'Etat souscripte~r. 

Dans ces conditions, quels sont les fonds 

qu~ la Bqnque a & sa dispos~tion pour ses o~erations ? 

Au 30 Aout 1950, ses rese.ources s' etabl~ssaient ains1 : 

en mi~lions de ~ D~SbA~ 

Souscription espec9~ de 2% •.... ... :! 

Souscription, de 18% des Etats-unis •• 

Montant disnonible de la souscription 
de 18% c_es~ au.tres pays membres •. , .• 

l~ontant total du capital souscri t 
disponible., •......• 

Montant net disponible des b6n~fices , 
accumules ••....... ,. 

Fonas provenant de la vente d 1 obl~
gations ••..........• 

Tota~ gener~l des fonds 
disponibles •.... , ••. 

("1) dent 10,6 mi~lions emis en Suisse. 

l.62,5 

571,5 

17,5 

751,5 

29 ,.5 

( 1) 
260,6 

1.041,6 
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Dorenavant la Banque, pour augmenter ses 

ressource s , devra les retirer scit de l'utilisation 

plu,s large du 18.% de sousorl~;:>tion des pays non dollar, 

so1t de ses futurs benef;tces 7 soit enfin O.'emiseions 

d'ob11gations. 

Une ressource suppiliementaire lui reste 

qui, jusqu'a present , n'a pas jou~ un role cons~Qe-

rable mais qui peut se developper. C'est la vente 

par la Eanque des obligations q~e lu:t ont remj_ses 

ses debiteurs et qu'elle possede en portefeuille~ 

Jusqu 1a pr~sent, un montant de 25,6 millions de 

dollars d l obligations holJ..ar.daises et belges a ete' 
• .a 'd' , "' l t. ... n alnsl ce e au ~arcue avec ~a g~ran ~e de ~a ~anque 

Internationa~e~ Il est probable que de no~velles 

oessions pot:r·ront avo ir lie\1 et 11. n' est j_:Jas in,... 

vraisemblable que dans certains cas ~es ac~eteurs 

gventuels acce,tent ces ~itres sans la garantle de 

la Banque Internationale. Dans la mesure o~ la 

Banque a pour but de ranlmer le march& des · p l a cements 
' , , a ~'etranger, ce type ~'operations entre directeme~t· 

dans ses fonctions et devr~it constituer, s1 nos 

espoirs se realisent, un stlmulant precleux aux 

mouvements de cap~taux spontanes. 

En vous en~~$rant ~es ressou~ces dont la 

Banque peut disposer pour ses V~~ts, j 1 y ai com~ris 
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les benefices accumules, ma+s je n'y ~i pas comprls 

une reserve, dite 11 spec:tale 11 , de p~es de 15 ·milllons 

de dollars, qui m~rite une mention particuli~re. 

Les statuts de la Banque lui imposent 

l'obligation de prelever sur le service de ses pr~ts 

une commission speciale q~'elle est libre de fix er 

entre 1 et 1 1/2 % par an. Cette coml!lission doi t 

S 1 accumuler dans le fonds de reserve Speciale dont 

' # A # •' ~ A · j ai parle et ~tre placee de man1ere a etre to~jours 

disponible pour couvrir les pertes eventuelles q~e · 

la ~anque pourrai t enco"U.rir sur son ~;ortefeu. ill.eo 

de 1% ; 
En pratique, la . comm~ssion prelevee est 

elle s'ajoute a 1 1 interet )ayable par le 

4ebitet~. C'est yeat-etre ici le lieu de dire un 

mot du mode de calcul qdopte dans la fixation des 

, ' "" , taux appliques a nos prets. La Banque n 1 a pas juge 

possible de faire des discr1reinat~ons enire ses 

empr.unteurs en ce qui concerne le taux d'interet. 

Ce taux est calcule pour chaque ~o~ve~u p~et de la 

mani~re ~uivante : nous connaissons ~e prix auquel 

nos oblig~tions sont cotees, les echeance$ en sont 

suffisam:nent var;tees pour donner a la Banque une 

id.ee :0rec~se d,u prix auquel eJ,.le pourra1 t se procu1:·:<:· 

, ' . des fonds nour une periode cornnarabl e a celle aue 
..., - - ' t -

de~a couvrir le pret ~uquel elle con$ent. Un~ 
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, '\ I I of i' legere marge, de 1 ordre de l 4 ;a y est a j outee 

pour contribuer aux frais de la Bang11e et la commis

sion speciale de 1% s 1 ajoute en sus. Il en ~esulte 

que ~es derniers prets que nous avons consentis 

portent des tau:x: d'interet, commission comprise , 

variant de 3 1/2 a 4 J./2 % selon leur echeance. 

Nous vous avons ;indique que l les eta ient 

nos ressources presentee et a ven~r et co rnJent ~ta~ent 

etablies les conditions :financieres auxg_uelles nous 

a ccordons les credits. Voyons maintenant quellcs 

t ,., , +· d "'t sen ~es operavlons e pre que la Banque 

. ' Le total des contrats slgnes ~a;r l a Banque 

s t eleve actuellement 8. 97~ n:illions de doll ars C.ont 

il f aut d,efalqu er environ 12 millions d 1 annu)..ations 

sur la demande des d~biteur~ eux-m~mes, environ 

8 milliona de remboursement~ Le total des p~ets 

existan~s s•e~eve par consequent a 953 millio ns de 

doll$-rso Tels sont les chiffres ; il9 sont ioportatlts 

s1 l 1 on considere qu 1 ils constituent le r6sulta t de 

qu~tre ans d'aotiv1te et que, normalement, ils ~oivent 

aller en s 1 amp~1fia~t . 

Je voudrais maintenant, ei vous me le 

permettez, vous exposer p lus en d.etajJ,. pour qutJ:4le s 

raiso ns nou s avons accorde les prets dont j 1 a1 parle 

et quels sont J.e s elements que nous }:)renons en 
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consideration lorsque les eont~ats sont passes, 

La Banque Internationals a ceci de parti-

culier qu'en fait elle doit garder le risque des 

prets q~'elle acoorde pendant toute l~ duree de 

). 1 empr"t;.nt ju.squ'a son eoheance finale. Ivleme s.i. 

ell~ parvient h vendre les obligations contenues 

dans son 90rtefeuille sans sa propre garantie, elle 

restera, comme tout banquier consclent de ses devoirs, . 

A '!\ • t' ~ et ,eut-etre mece plus encore, moralement 1n eressee 

a oe que J .. es pol·teurs racoivent les inte:;,"ets et fe 

. . 1 . l t d" ~ , " of' • " pr1nq1pa_ qu1 ~eur son us au~ ecneances ~lxees~ · 

Vous aurez compris, lorsque tout a l 1 heure 

je vous exposais le concept fondamental de la Banquet 

qu'il tient compte de deux elements : d 1 ~ne part 

les besoins en capitaux _et d 1autre part le fait que 

leur sou~ce est liwitee. Pour pouvoir accorder ses 

prets, elle do~t faire appel au creuit prive~ En 
, 

conseq~ence, et tout naturellement, elle dolt veiller 

a l& fois aux interets de se~ debiteurs eventuels 

et a la securite des capitalistes qui lu~ tqurnisseLt 

ses ~oyens d'action,ainsi. qu~ des ~tats membres qui 

~n sont les gara.nts,. C' est pourquoi, l,o:rsqu 1·une 

demande O,' emprunt nous est p!'esentee, soijliiles-nous to __ , J.,:j 

de considerer surtout trois questions 1) De.ns quelle 

mesure 1~ nation emprunteuse a~t~elle vraiment besoin 
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d 1 un emprunt ? 2) le produit en sera~~~il utiliee 

a des fins J)roductives ? et 3) pouvons-nous raison

nablement escompter que le service sera effectue 

regu.lierement ~ 

P~rmettez-moi de reprendre ces questions 

' une a une. 

"" La Banque ne cherchera jarna1s a pouaser 

' rl • '• ' un Etat a emprunter en u.evlses e L·rangeres. Elle 

considere que c 1 est la nn recours a un moyen extra~ 

ordi~aire qui ne se ju~tifie qu 1 au cas ou les autres 

moye~s feraient d~faut. Elle n 1 a pas le droit . non 

p 1 us - e t s e s statu t s son t f o rra e l s s tl.!' c e po in t . - · 

de preter lorsq~e d 1autres sources de fonds sont 

accessibles a des conditions "raisonnables 1r,. ce qui 

veut dire qu 1 elle ne se mettra jaroa1s en compet~tion 
, , 

. ave.c le marche prive cLol;lt, au contraj.re, elle cherche 

' ' 1 . ,, ' L b a deve .opper ~ activ1te~ a notion de esoin 

sl:i.dentifie alors aveo les interets du pays em:pr~nteu:r. 

. ' C'est la une des raison$ pour lesquelles nous exam1nons 

avec so in les poli tiques financieres et eocnomi\'_ues 

suiv~es par les pays membres avec l'espoin de deceler 

si par des moyens moins onere~x que 1 1 emprunt 

exterieup 96S derniers ne pou..rraient pas arr-iver a 
leurs fi~s. 
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Il convie~1.t de noter a cet egard un fait 

qui n 1 est pas sans importance : nous financons les 

besoins en devis~s ~trang~res, o 1 est-~-dire en g6n~ral 

un d~fic1t de la balance des ~ayments des pays 

emprunteurs . L'une des gra ndes d:tfferences que l 1 on 

peut etab~ir du point de vue du recours a l 1 emprunt 

c 1 est que chez les ~remiers un ~quil1bre de la ba lance 

courante ~tait consid~r~, avant le d~sastre de la 

guerre, comme normal. et que le recours a J.lempr unt 

exter~eur correspond au · desir de couvrir un deficit 

temporalre d(l a cles mouyements acci(\entels soit des 

pr.U:, so it des cap1taux. C' est <:~ans cet esprit ql..l.e 

la Suisse elle~rneme eut recours~ entre 19l..9 et l 830, 

' , a trols em,runts exterieurs, qu 1 elle remboursa 

.. 1 " , 
d 1 ailleu~s au bout de peu de temps, soit a 1 ech~ance, 

soit largement en avanoe de leur ecneance finale. 

0 1 est dans cet esprit .egalemeqt que les gr a nds 

emprunt ·s francais et belgee des periodes de . stabil;t .... 

. sation apr~s la prem1~re gu ci~re furent ~mis . Les 

emp;runts de reoonstruction d 1 apres c ette guer:re, 

et surtout les emprunts des pays sous deveJ.oppes 

_ correspondent~ ~a 6~cessite de oouvrir un d~ficlt 

.que l 1 on pour~ait appeler volonta1re dans la bala nce 

des paiements~ Lee plans de reconstructlon doivent , 

on 11esp~re, permettre le r~tablissement d'un 
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equilibre, dans une periode limitee pour ce qui 

est des pays sous developpes, il leur· f audra progresser 

de pal.ier en palier, rna is nous devons aclmettre co mme 

naturel que ~es besoin$ d 1 lnvestiseement entrainent 

chez eux un deficit s'etendant sur une periode 

d 1 ann~es et nous ne devons pas nous choquer de ce 

que, pour financer un d~ficlt ainsi volontairement 

, ' ' , accepte, ils aient recours a 1 asslstance exterie~re •. 

I' , 
J'ai ~it que ~es pays sous developp es 

pouvaient legi tirnement E;nvisager ur. deficit· d.ans 

leur balance des payments pour . couvrir- en parti e 

leurs besoins de developpement. Il est peut-etre 

bon de rappeler qu e l'aide exterieure n'est pas 1~ 

seul moyen de financement des 1nvest1ss~ments 

necessaires au progres de la lJroduction... On p eut 

imaginer un pays qui ti~er~it de ses propres res~ 

sources les moyens d 1 effectuer les i nvestissements 

d
, . , 
eslres. 

frappant. 

La Russie sovietique en est un exemple 

El~e a precede entre les deu~ guerres a 
une · j_nQ.ust~ialisa~ion cons:Lderable sans recours a 
1 t alde e~cterieure~ lVla:Ls a quel prix ? Le n ontan t 

des ressources annue~lement dlsponible a l'interieur 

d'un Etat est limit~. Si ~ne fra 9t:Lon plus gra~de 

doit en etre affectee a l 1 inVestiGsement, une fractiJ~ 

plus p et~te sera dispon~ble pour les oonsomnat eursb 
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C1 est done en reduisant le nlveau de vie ac~uel de 

la population que 1 1 Etat peut investir plus. Le 

probl~me ~conomique des pays sous d~velopp~s dans 

le mor:de J.J.beral consiste a accroitre leurs rJ0yens 

de production et leur productivite sans reduire le 

niv~au de vie de leur population, deja dange:rev.se~:1ent 

baso Aussi cherchent-ils a accroitre 1 1 ensem~)le 

des ressources dlsponibles en recevant des cap:.te.u.x 

de 1·l exterieu;t:', et a ev;i ter ains~ de CO:lpr,ime;r ],.a 

fraction de leurs ressources qui va aux conBo2mateiJ.rs. 

' ' ' Ceci nous amene a la deuxieme que s tion, 

' a ~~voir ~ue la Banque ne peut preter que pour des 

tips produotives. 51 nous pouvons trouver naturel 

ql,:t 1 un pays $OUS d~veloppe envisage sons trop 

d 1 angoisse 'U.ne ~t\pture de 1 1 Gquil~bre de sa balance 

des oomptes pour une periode limitee, c 1 cst que nous 

postulons que pendant cette peri0d.e les investiss·e,_ 

t ' 1t . 1 "' +- • , 1, , men·s s accra . ron~, que a proauo~1on sera acce eree 

et qu'a la fin de la pe~iode le meme Etat se retro~era 

av~c un revenu national accru et une balance des 

co~ptes m~eux ass~ree (car il est ~ndispensaole de 

11e:r 1 tun a 1' autre) et qv.e, pa.r consequent' 
. f . , 

charge de la dette ex:teri cure sera compensee 

Il ne se:rait pa~ raison!:!atle qPe la Bany_ue acceptat 
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de financer purement et simp~ement une augmentation 

du niveau de la. consommation. Si cette augmentation 

etait fondee seulernent sur 1 1 ass1stance exte~ieure 

et n 1 etal t pas accompag11ee d 1 un accrq lssement cLe la, 

production et de meille~es perspectives de 1a balance 

des com~tes courante, l'Etat emprunteur se trnuverait, 

apres avoir ep~ise les fonds d 1 emp~unt, dans la 

,. 1 1 , ' • ' 1 1 , t ' situation meme qui a pousse a recourlr a e ranger. 

Je ne veux pa,s ent;rep ici dans tous los 

details des problemes que pose pour.nous c~tte 

question d' investisseme !1t productif. Qu' il me 

suffise d~!ndiquer _ que la notion d'investissement 

productif a.ete interpretee pa r 1~ Banque de facon 

assez large. Pour la France et la Holl~nde, les 

deux prem:ters emprunts consentis par la Ee.nque, il 

s 1 a.gissalt de reconstituer des stocks et de maintenir 

un courant normal d 1 importations non seulement de 

machines ~ais m;me de matieres prami~res pour 

permettre ~ la production.de continuer et 4e s 1 ac~ 
A ~ . , 

croJ..tre a u,n moment donne. Pour la plupart des 

a~tres pays, il s'agissait d 1 equipements ipdustriels 

. proprement di ts, en particulier de ceux qui permet

traient d'e~iminer les Obetacles evidents a Un$ 

expansion poss~ble. Les loco~ctive s envoyees aux 

Indes ont permis d 1 accel~rer consid~rablement le 
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rythme des tr9-nsport s, y compris les transports 

d'exportation. Il de 
... 

de l'equipement en va me me 

portuaire 
. , 

de fi nancer que . nous a""v-on$ e.ccepte en 

T~rqu~e ou ~es routes dont nous · asst~ons la refection 

en Ethiopie., La productl,on electr1que que not~s 

avuns financee tres largernent au l.,Iexique, au Br~si2., 

en Uruguay, a;u. Salvador, aux Indes, en Belgiq4e, 

~u Chili, dolt parmettre O.e faire face aux besoins 

existants et d 1 encourager de nouvelles industries 

' 1 , a s etablir. L'equipement agricole que nous avons 
•. . ~ . 

finance au Ch:\.11, en Col.,ombie et aux Indes, ou les 
A 

entrepots que nous financons en T~rquie, doivent 

ameliorer la quantit~ et la qualite des .produits 

agricoles qui sont la richesse de ces pays. Dans 

certains cas, les ouvrages finances peuvent avoir 

pour effet d 1 ~v1ter des pertes plutBt que d 1accro1tre 

immediatement C.es reven.us. C'est ainsi que le 

barrage sur le T~gre que nous financons en Iraq 

dolt mettre fin au;x: inondations periodiques qui sont 
- , un uesastre pour la ville de Bagdad et les campagnes 

e nv i ro nne.n t e s, 

Un probleme tres intereesa~t se pose a 
oet egard de plus en p~us freque~ent. Dans 1(3s· 

cas que je vi~n$ de oiter, l'urgenoe de ces depenses 

est apparente 1 mais la p l upart des pays sou,s d . .fvelo.pp es 

ambitionnent, e~ tres fuat~re~lement, d'acoroitre 
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leur outillage dans des branches tr~s vari~es ' et 

comme leur cap~cite d 1 emprunt ~•est pas illimitee, 

11 leur taut aller au plus presse en premier lieu, 

La determination de ces prior1tes n'est pas une 

" ~ " tache a1see. Parfois les gouvernements eux-memes 

en sent parfaitement avertis, parfois nous avons eu 

a en ~iscuter longuement avec eux, parfois entin 

ils nous ont demand~ de recruter pour eux des missiotis 

gen~rales dont l'un des objets etait precisement 

d' etablir 1 1 ox·are de prlor1 te entre les d~ vers inves·

t1ssements dont ils ~prouva1ent le besoin. ~ette 

t~che particuli~re retient de plus en plua ·notre 

attention et nous avons la conviction qu'en nous y 

pr~tant volontiers nous leur ~endons un servlce au 

mains auss1 grand, sinon plus, qu'en mettant ~leur 

disposition des moyens de finanoement . 

U t . b,, n dernier co~men a1re sur ces pro ~emes de pro-

duction: j 1 ai parle ju8q'U •2 ... present oorru::1e si nous 

ne faisons des prets qu 'a des goFvernements. Il es t 

exact, et ceci est une des exigences de nos statute, 

que nous n e pouvons preter qu ' av s c la garantie des 

gouvernements, mais rien ne ~ous emp~che - et nous 

' a plusieurs r epr ises - de pr~t er 

"'1 ..a.. "'-' "'- • • , ' .,.t . a recGemen~ a une enureprlse pr1vee a cona 1 ·lOD que 

nous obtenions la garantie de son gouvernement. C1 s8t 

ainsi que nous avons mis 75 millions de dollars ~ la 

disposition cle ~a Braz.ilian Tractio ~1 par un em:prunt 
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garanti pe.r les Etats Unis du Bresil, et c 1 est ainsi 

que nous avons mis 26 millions de dollars a la (l_isposi-

tion de la l·iexican Light and Po1·rer sous la garantl e 

du gouvernement mexj_cain . Quatre societes de naviga-

tion hollandaises, sous la garantie de leur gouve~ne

ment, ant recu les fonds necessaires a l'achat des 

navires de haute mer dont elles avaient besoin. D&ns 

d 1 autre s cas, c' est le gouvernement emp;runte·J.r qui a 

ll1 i8 les fonds a la disposit;i.Ol1 de 8011 industrie Y) rivee. 

Ainsi le gouvernement belge a donne les 16 millions 

11 1 , ~ l ..., . 't, d.e do ars que nous ui avions acco:rcies a a l.:)ocl e e 

J\~ationale pour le Credit 8. l 1 IncLUstrie qni, a son 
, , , ' . , 

tour, les a retrocedes a trois entreprises pr1v~es 

belges . C 1 est ainsi qu,e la Bere.telbo.nk de Hol~.ande 

a recu de nous 15 millions de dollars qu 'elle a 

't ~d" ' d + . , re race · es a es emprun4eurs ~r1ves. 

hais la Banque ne s 1 en est pas tenue la. I>Tous 

h , , ' avons c ercne a encourager les entreprises de finance-

ment qui pourra ient attirer et distribuer sur n lace 

des fonds prives. En Turquie, une banque nouvelle 

vient d 1 ~tre fond~e par des int~r~ts ~riv~s pour 

1 1 expansion ou la creation d 1 entreprises privees: 

nous lui avons promis notre appu1 pour ses besoins de 

che nt5e. Le Pr~sident des Etats Unis du l;iexique a 

r~cemuent indiqu~ qu'il serait heureux si les banque s 

mexicaines prenaient Gvantage des dispositlons 
, 

favorables de la Banque Int er~at ionale pour repartir 
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au benefice d'emprunteurs :prives des fonds que nous 

mettrions a la disposition d 1 un group e de banque s. 

En Ethiopie, enf1n, tout r~cemment, la fondat ~on d'une 

banque etablie sur le modele de la banque incl.ust rielle 

t · t a• At a· ' "'d' urque 1 v1en e re .ec_ .ee, Ici le fondateur sera 

l'Etat, mais les b~n~fioiaires de ces pr~ts seront 

6.es entreprises privees. La encore, nous donr:e rons 

notre appu i poux les besoins de financem8nt exterieur. 

Je c:rois, Lessieurs, que oette longue enumere.tion 

suf!it ~ vous montrer que la vari~te des op er~tlo ns 

que la Banque Internationale peut entreprendre est 

considerable. Encore n'ai-je pas ~entionne certaines 

operations ~ co1.::rt terme, comme les deux prets, modestes 

d'ailleurs, que nous avons consentis po~~ une periode 

de deux ans a la Finlande et & la Yougo s lavie pour 

leur peroettre ~'acheter l'outillage qui en tres peu 

de temps devrait augmenter leur production de bois et 

p~r 1~ m~me leurs exportations, dans des proportions 

senEibles. 

Ainsi la forme que peut prendre notre ass;.stance 
, 

est aussi va r1ee que l es objets auxquels elle peut 

~tre consacr~e. Reste ~ en d~terrniner le mont&nt. 

C'e s t le probl~me ango issant du cr~dit et il n'est 

pas grand' chose que l'on puisse enseigneri a un a"J.ditoire 

oomme celui-ci dans ce domaine. Les risques que nous 

somces appel~s ~prendre sont, par 6~finition, ceux 

que le marche prive ne peut assumer. Ceci ne veut 
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pas dire que nous soyons prets a les assumer tous et 

bien souvent on a dit que la Banque Inter nationale -

-4- t 0 
A l 1 • t ~ , "t 0 

.k f' t e~ cer a1ns meme e ~ul on re~rocne - e a1~ _or 

severe dans l'apprec;iation de la. capacite de r enbourse-

ment des nations emprunteuses. C1 est qu 1 ici l'autre 

base fondamentale de notre action vient a jouer: nous 

devons nous assurer - et nos statute nous le pr es-

crivent - que les chances de remboursement so nt 

11 ;raisonnables 11
, et ceci dep end de toute une s erie 

d 1 elements. L'un d'ent:ce eux sera evidemment c1 1 ordre 

psychologique ou historique: comment le pays d~biteur 

a-t-il traite ses oreanciers da ns l e passe? comment 

les traite-t-il a1.:1.jourd 1 hui? A che_que i nstant nous 

avons r app ele ~ nos debiteurs eventuels que leur credit 

ext~rieur d~p e ndait dans une large mesure de leurs 
,. 

r apports avec leurs obligata ires etra ngers et que 

nous ne pouvions pas i gnorer les defaillances qui, 

genera.lement explicables J,.orsqu' elles se sont pro ~A.v. ites , 

Q.oivent etre etfaoees aveo toute la. bate possible. 

Un deuxi~me element p sycholo g i qu e entre en jeu 
, 
ega lement ; ce sent les chances de voir une polit i que 

financi~re, comme~ciale et d ti nv estisseDent, qui par 

def i nition est ala bas e d e la d emande d 'emprunt, p er-

siste:r assez longtemp s })OUP que 1 1 eqprunt puisse do nner 

tout son benefic~. Il ne suffit pas , comoe nous le 

faisons cP,aque foi s , de nous a ssurer que les tra va ux 
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seront menes a bien sans delai, encore taut-il q~e les 

benefices ino.irects que la nat ion en escompte puis sent 

etre rec~eillis en temps utile, et qu 1 une crise sociale 

ou finanoiere ne vienne p~s bouleverser l'equilibre. 

l,iais il y a egalement des 9roblemes de fait ~ no"v:c 

avons dit que nous trouvions naturel qu'une na tion en 

cours de developpement accepte pour 8 t equiper un de,f ic:i t: 

dans sa balance des co rJ1ptes, mais si ce deficit est 

dU a sa polittque financiere OU OOP:I!lercial9, OU parfois 

m~me ~ une politique d'investissements exag~res, les 

avantages q~'un pret exterleur peut presenter ne 

deviennent plus que des palliatifs et c'est ~ l 1 ~tude 

de cette politique . financi~re et commerclale que nous 

consac~ons nos plus grands efforts. 

Il convient d 1 ajouter que le prog~amffi e d'investisse-

ment l.ui...-mem9 dont les projets finances par nous font 

...... ~ . , t b t 
par~~e, a prec~seQen pour u de modi~ier la structure 

economique du pays en cause. Il ~e suffit dono pas 

de prol,onger dans 1 1 avonir l es courbes cLu passe,. .- les 

incertitudes des grands marches suffiraient a rendre 

une telle prediction va~ne, - ~ais 11 faut tacher 

d 1 imaginE;;r que:Lles seront les possibi1ites de production 

et d. 1 equilibre ~G~terieu;r - j 8 ne V8UX jamais separer 

les deux- une fois acheve le progra~me d'investissement 

dont nous financons une partie. l'Jous sommes parfaite-

ment cons cients que dans bien des cas ltemprunt qui 

nous a ~t~ demande n'ach~ve pas d~finitivement la 
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, , 
desiree. Bien souvent nous avons le sentiment que nous 

ne consentons pas d 1 un seul coup tous les c~edits 

possiol-es a notre emprunteur et que nous acco mplis sons 

un premier _ !)as qui sera sui vi ct' autres prets au f '.l:r 

et ~ mesure que l~s besoins seront demontres et que lo 

rendement des premiers commencera ~ se manifester. 

C'est une des taches les p~us delicates que de con-

vaincre nos deblteurs eventuels qu 1 ils n'ont ~as 

int&ret ~L aocum.uler ra~;idement une dette e:cterieur!.? 

, 1 ., . .. t .;l co :1side:---ab e, mais que cette cernJ. ~re por . era v_es 

fruits autreme~t profitab~es si elle s' accro!t lente~ 

ment' a u.n rythrne que pent supyorter e-'c la product ion 

interieure et l'equilibre exterieur. 

Avant de conclure , j e vo~~drcd,s 8ignaler une c_iffi-

culte particuliere propre a notre epoque. La plUl)S.rt 

de nos emprunteurs nous ont ~emande des dolla rs. En 

l'absence de convertibilite ~es autres monna ies, nous 

d A 
0 1 , ' t 1 . 0 

.::>1 avons u JUger p us severemen eurs perspec~~vea ue 

remboursement que nous ne l 1 a1).rions f a it avant guerre. 

c•est leur capaclte de gagner des devises fortes et 

non pas seulement leur chance de ~etablir l'equilibre 

de leur balance des comptes globale que nous devons 

etudie~. Il est c ertain que ceci a ag~ oomme un 

frein dans bien des ca s et c'est la raison pour 

laquelle la Banque a tant insiste pour obtenir do 

ses actionna1~es autres que les Eta ts Unis la 
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liberation progressive de leur souscription en especes 

dite de 18%. Ainsi que le 1 1ai indique plus haut, 

plus leurs pays ont consenti, dans une me sure :Jlus. ou 

mains large, a ce que la Banque utilise ces fon~s. 

J1.,tsqu 18. present, environ 17, 5_ mill1<;>ns de dolJiars 

ont pu ~tre d~caiss~s sur ces fond~, Avec 1 1 accro1s

·sement de la prod~ctlon europ$enne et la recherche 

de debouches nouveaux qui 1 1 a accompagnee, on, lJov.vait 

. esp·erer que ces operations se develop::)eraient. L1 Etat 

debiteur n 1 etant plus alors debiteur .cn dollars .mais 

en devises plus faib].es et generalement J.Jlus .aisement . 

accessibles, ceci augmentait non seulement nos moyens 

financiers,.mais la capacite de cr~~it de nos 

emprunteurs. Il est a esperer que les deve~oppGments 
, 

politiques de ces derniers mois ne detourneront pas 

la prodt!.otton europeenne de 1 1 eJ<;portation vers les 

' besoins mili,ta~res au point ou nos espo~rs se trouve-

raient trustr~s. Nous persistons ~ croire, et nous 

en avons de nomb;t'leu~· exeml)les, que les poss;ibili-tes 

dans ce d9malne sent considerables et qu'elles ~e 

resteront. 

On nous a souvent de~ande si dans le monde 

~rouQle qu 1 est celui d'aujourd'hu~, et dans 1 1 1ncerti~ 

~ . ' tude ou les plus clairvoyants se tro~vent quant a son 

evolution, la Banque cherchait a s'assurer Q8S garanties 

app11cables directernent ~ux prets qQ 1 e~le consent, 
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D1 une maniere generale, cela n'a pas ete le cas. 

Le~ pr~ts ont ~t~ consentis sur le cr~dit g6n~ral 

d ll ~t t ~ t Mais l~ g,,~ .... ~~- ,.J..a e ~'!.. a emprun~,.oeur ou garan • .1".l. ""' ~v'v\o:;u2. 

Banque ~'a pas voulu ~taqlir de ~egle ae politiq4e 

absolue. La souplesse qu 1 elle a cherche a maintenir 

dans ses o~~rat~ons s 1 etend ace domaine ~n peu 

parti~ulier. Dans deuy c~s precis la Banque a obtenu 

, . 1 un gage epecla . : 11 s 1 agi t des bateaux achetes ~:,ar 

les compagnies de navigation hcllanda ises sur l esquels 

la Banque a obtenu une hy~othequ e, et ·en second l~eu, 

des cessions de redevances petrol1eres qui s~rvent 

de base au pr~t cons~ntl h 1 1 Iraq. Mais ces cas sont 

restes ~xceptionnels. En general nous n' avons };as 

demande d 1 autre engagement parti~ul~er ~ue celu1 d~t 

du, "gage negatif" ; notr~ debiteur s'eng3..ge a ne 

' ' , pas accorder de pr1v1~eges a up autre creancler. 

eventuel sans en fa~:r·e beneficier la Banque ·pari passu. 

Je vous ai d~crit co~ment la Banqtie se 

p~ocurai t de.s res sources, comment e~le fixa l t les 

conditions a c_emander a ses emprunteurs '· comment 

elle determinait le montant qu 1 elle accorderait et . 

a quelles fins elle voulait que servent ses credits. _· 
~ ,. t , 

Le contrat une fois signe, sa tache n est pas terminee; 

elle doit encore veiller a ce que les fonds soient 

bien ut:Llises aux fins prevues dans le contJ;>at et 
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elle doi t en outre rester en contact cor~stant avec 

so.n debi teu.r at in d 1 etre renseignee sur l~s dangers 

qui pourraient menaeer le service du pret. La 

surveillance d 1 emploi des fonds nous est tres legitine~ 

ment imposee par nos statuts. Les decatssernents pour 

le com~te de l'emprunteur n 1 ont lieu qu'au fu~ eta 

mesure que des justifica~ions no~s sent totmnies sur 

les ~epenses c.e celu1-ci. L'acquisition y:L.,ogressive 

des equipements 0\l: des march$.-ndises et 1 1 ete...t d 1a VO.rlC8--

m.ent des travau,x fon~ l 1 objet de bordereau~ et de 

rapports per1odiques. C'est ~ne ope~ation qui peut 

s 1 etendre sur plusieurs mois ou plusieurs annees, 

selon la nature des travaux en caUrse et elle a donne 

plusieurs fois ~ la BanQue !nternationale 1 1 occasion 

, , , ' J' de suggerer des precedes pl~s efflcaces ou d eviter 

des delais regrettables c_ans 1 1 ach~venent du. pro jet 
. I 

finance, 

Une fo~s les decaissem~nts termines et le 

projet acheve, la Banque reste encore viveoent interes

see a 1 1 evo~ution financiere et economique de 1 1Etat 

debiteu~, ou, s 1 ~1 s'agit d'une entreprise~ au develop

pement de se$ affai~~s. Ainsi q~e nous 1 1 avons 

1nd1qu~ plus haut, la Banque restant cr~anci~r~ 

pendant toute la duree du pret, 11 est d.e son interet 

vital que des catastrophes ou m~me des incidents ne 
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vienn~nt p~s compromettre le service auquel elle a 

droit. Tous nos oontrats oomportent une cla.use dite 

11 de consult~tion 11 qui lui permet d~ maintenir un . 

cont~ct perm~nent av~o ses debiteu~s et de s'entreteni~ 

ouvertement c?-Vec etUC de leurs d.ifficul.tes et c~e leurs 

perspectives. Ceci nous i~pose ~ne tache relativement 

lourd.e et nous oblige a suivre d~ pres non seulement 

l'evolution de nos f.ut't;t~S emprunteurs mais celle de 

nos emp~unteurs passes. Si l'on se souvient bien 

que souvent nos operations ne sont pas destinees a· 
financer une fois pour toutes les be so ;ins d 1 un pays, 

m~is const~tuent un prem~er pas qui sera peut~etre 

suivi d'autres, on pe~t esperer que de ces contacts 

constants et de ces tinancements success1fs naitra, 

avec la comprehension pl~s aig-ue des probl~mes. de 

nos d~biteurs, une influence a long terme de la 

Banque Internationale sur leur evoll-~tio .n econonique. 

Vo~la, lvlessieurs, notre mecanisme, voila 

les problemes fondamentaux auxq~els nous nous heurtons • . 

Je nt ai pas besoin de vous dire qu' ils changent de 

pays a pays et d'annee en annee, q~ 1 aucun cap ne 

ressemble au precedent. Ce sont les t~aits g~neraux 

et communs que j'ai tente de tracer pour voua. I~s 
, 

peuvent se resu~er, je crois, QO~me ceci : la 

Banque Internat~onale est ~ne cooper~tive d 1Etats 
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deijtin~e au financement ~ moyen et long terme 

d 1 investisse~ents productifs. Elle prete a des 

nations sur leur cr~dit propre en tenant com~te des 

circonstances mond;iales, mais ell~ le-ur prete pour 

d.es proj ets defin1s et productifs. C1 est ia str,.1cture 

economiqu~ dee pays a qui elle prete qu 1 elle espere 

affecter et des mod~fications de cette structure 

' , elle espere qu'il resultera non seu:ement une 

amelioration d~ niveau de ·vie chez s es ehlprunt eurs, 

ma1s un equllibre internationa l plus aise. 

--~,_~...,.-.----- ...... .,.... 
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Leonard B. RIST 

PRO.J:i.,ESSIONAL STAFF MEETING 

January 16, 1952 

HOW \IE APPRAISE CREDIT\vORTHINESS 

An appraisal of the borrowing country's credit
't..rort:Q.lness is the necessary prerequisite to any loan 
operationp The methods u sed by the Economic Department 
in approaching this problem are not really new. But we 
have had to develop our own methodology on the basis of 
our experience 11\T i th different countries, and by coordinat
ing known methods of analysis for our special purpo~es. 
~t the very outse~ I want to stres~hat we have found . 
that no exact formula 'Nill ever answer the question. 
In every case a major eleme~t of judgment is 1nvolvede 
By this I mean judgment based on a systematia anlysis 
of all the facts, and expressed 1n ranges of probabilities. 

~he oreditwo~tbiness of a country must be appraj~3d 
in or~er to decide how much the Bank can lend the appl~cant. 

· Like any credit problem,. this e.m9unts to determining 
risks. The risks incurred !n international lending relate 
to three major a~eas: the po).itioa.l, the psychological 
(which is closely allied to ~he latt~r), and the economic 
and/or financial. 

I. - The. Pol1 tical and Ps.ychologi,?a,l Risg 

The pol1tlcal dangers are both real in terms of 
actua~ events, and psycho1og1cal ln terms of the milieu 
created by imminent or present perils. 

a) ~xternal ~ol~tical ~1sks: . 

The effects of war and oc~at1on on a 
count~y' s debt status are obvious. During \vorld vJar II, 



Germany, Austr~a, Italy and Japan defaulted completely 
on their debt payment~. Certain of the occupied countries 
~ for example Belgium and Denpark - were able to make 
only partial payments. Others, including ~he government 
in exile of France, Nor~~Y and the Netherlan~s were more 
fortunate in that they could pay regularly. In Latin 
America a s1m~lar sit~tion has obtained as a result of ' 
wars bet~een different countries. During the Chaco war, 
for example, Paraguay was forced to suspend her debt 
payments. 

S9me of our membe~ countries- l,e, Finland, Yugo
slavia, Thailand - are more in the shs,.do -vr of war tha.n 
others. We have made loans to these countries in spite 
ot their geographical position partly because of our 
basic opt~~ism about th~ outcome of current internati0nal 
problems, and partly because of the management concept 
of the role of . the Bank. We have not made loans to other 
countries.who were a~so political ris~s chiefly because 
we felt they may not be in a pos~tion to make their own 
decis~ons~ . Thes.e inc~ude Czechoslovakia, which is under 
for~ign ~nflueno~, and ~ustria which is under quadripartite 
QCC\lpation. 

o) . ~nternal Political Dangers~ 

l~ ls unnecessary to point o~t that civil 
wa~ or v+o~ent strife aan namp~r a countryla abi~ity to 
service her debts. Paraguay in 194? was a recent ~xample 
of this. 'When a new.party or political group comes into 
power, the~e is so~etimes the danger ~nat 1 t 't..rill repudiate 
a p~edecessor 1 s debt. The USSR is actually tne only case 
of clear cut and complet~ repud1at1on. It is true that 
debt payment~ by H+tler's Ge~many almost came to a stand
still, but on the Pawes loan and some other loa~s reduced 
payments were made. A third ca$e 1n· po1nt is Auetrta, 
which was forced to ~efault after the Ans~hl.uas. 

A much m9re common ~anger than un~1~l1ngness to pay 
debts !a a shift in government involving a change in 
general pQ~1c1es affectlng the economy. · Even if the 
w~llingn~ss to pay ~s not affected, abil~ty ~Y be 1mpa1re4 
by improvident actlofla, but pow we are approaching economio 
analysis. 

c.) Psychological Risks: 
' . .. 4 1 , I . 1 . 1 · r 

Most tr.eq~ently the~e are t~e extent to 
which foreign contracts are consldered sacred enough or 



fo:reign credit precious enough to irn.Pose great. ~?,a.or1:t'1ces 
on the population in times of stress~ A. country 1 s attitude 
on these matters can be judged partly by her debt record 
and partly by the treatment of foreign 1nvest~bther ' 
than direct credi tor·s. . 'l'o a certain ' extent the 'Judgment 
must also include. some guesswork • . 

1 • . Debt Record: ·. From the history of the 
past debts we can form an opinion on: · 

~ the reasons why defaults occurred 

how quickly a remedy was found 

- the terms of ~ettlement, if any 

the type of settlement (whether unilateral or bila
teral) 

the atmosphere of the negotiations vnth the creditors 

1'1. Trea tme__u! of Other Credi tcn,.s: Although 
a less important factor thari the debt reco~d, this element 
should be consldere~ in passing judgment on w~l~1ngness 
to abide by obligations. · 

It is . also necessary to determine \1Thether .!11 the 
future a goo~ attitude tow~rds foreign investment is likely 
to .prevail. This depends on the economic welfare of the 
country~ a matter of economic analysis- and .bri the 
po~l. tical and psychologlcal. evolution within the country. 
It also depends on expectation of futu;re loans.. · 

II. ~ Economic and Financial Risks 

Assuml,.ng that the Bank feels "' ;hat the political risks 
are acceptable and. that the willingness to pay ,·is present 
and has a good chance or rema~n~ng ' allv~ du~ing the period 
of our loan, then the EJ:'L\est+on arl.ses: EQ:0r much .Q.§l! ~ 
~end. and, as a subsid1ary point, in 'Vrhic_h currer:cy '{ · ·. -

This ls a problem of ability to pay, which is a 
narrower question than capacj,ty to pay. The point to ·be 
determ~ned is the amount of foreign service payments a 
nation can bear. in each year '\vi thin 'the foreseeable ;future. 
We are concerned here. not so mucb ~ri th the pr,.ncipa-~ amount 
of the debt, but with the ability to mee~ interest an~ 
amortization pay~ents. 

No coulltry manufactures fo.;re1gn exchang.~ :r 1 t must 



earn it by selling goods or servi~es, including tourism. 
And of course., no country can devote all its foreign · 
exchange earnings to debt service, How much is available 
for service depends to an extent on.the amount of goods 
and services which must be imported. The ability to earn 
foreign exchange as well as the need to spend ~ t : for· 
necessary· impox:-ts vary from country to country. · ; \ve must 
therefore, study si~u~taneously a country's imports and 
exports of goo~$ and services and the1r _ flexlb1lf~~' that 
is to say the ~bil1ty to shift or reduce imports and to 
_expand exports. 

A ""T' S_~at:tc. Vlew of B~lance of Pf:l:yment Patterns 

The ~tudy of the pas~ and present developments in a 
country reveals a good deal about 1ts . foreign exchang~ 
resourc~s~ One gets a picture of the factors influencing 
the balance of payments PY.~ooking ~t: 

a) it.s structure, 1. e, the compos~tion ot exports 
and imports (in thet(broadest sense) 

b) the distribu,~iop of its trp.de by area, and 

c) its trade and financia~ po:Lioies, 

a) The str'Ucture of tre.cl~ §..llil_ ser.v1~es. ; 

As to Expo.rt s : 

In analys~ng the externa~ e~cnanges of a 
country it v.rill be _necessary to ascertain what type of 
goods are being exported, and whether they are susceptible 
to wide variations in volume or in ~rice, For this purpose 
a study ~Y commodity sho~ld be made, bearing in mind the 
follo~ring behavior character.isties of the different oom,... 
modi ties. ~n very general terms t--re can say that:, 

Copper, lead, zinc are subject to ~ride varia tiona in 
---volUme and price 

Coffee, ~~ woodpulu & paper are flexible in ~r1ce 
but· much less .in volume 

Rubber & J?te have definite cei~ings in product~on 
· · and price (at least in the long~rup) 

Cotto!1 has almost a f~oor ""!' due to US support policies 



~~o~ ore, coa.l, n1g~ron nave comparat~ve~y stable 
·markets. 

Turning to manufactured goods, we find that here too 
_oertaip cht;tracteristics can be observed, 

i. Consum~r goods: t~xtiles or . food are ip general 
· more stab~e in volume & prices than raw 

materials, 

i1~ CaEital goods: the demand for capital goods depends 
largely and much more directly on th~ level 
of income in the lmporting countries than 
d9e~ the demand for mo~t other goods. There 
~re variat~ons within the general category, 
i.e. machine to&ls are much more unstable 
than generators. 

In short, irrespective of the aggregate demanq for 
all goods in international trade ~ a point to be d~scussed 
later - each ~nd1vidual export r. ~ncluding tour~sm -. has 
a history of its own and 1s s~bject to influences of its 
own ( ~ncludif\g the weather) 1nJh1ch makes for varia t .1ons o:f' 
one product relative to the others, 

As. to Import e : 
I I . 

The same is valid tor imports, England is 
greatly dependent on foodstuffs and raw materials from 
abl'oad and is more SlfSCeptible to changes in int~rnational 
markets tna,.n say France which does not have the ~arne 
structure of imports. England is also ~ess aole ' to sacrifice 
a large seetor of its imports in times of stress, 

Chlle an~ Pe~~ are more dependent on foreign food 
than Mexico, but in turn Qhiie and Mexico have su~n a drive 
for 9-evelopment that capital goods imports in these ttrJo 
countries are probably less flexible than in the case of 
Peru. 

• 
It is of course not possible to go into every comreod~ty, 

but it is necessary to go-far beyond the generalit1es 
allowed by the ~ggregate olas~~f~cations common in foreign 
trad,e statistics: ra\'l rna teri~ls & food ,..,. seml.-f~nished 
prod~cts .,... ~inished manufactures. 

b) Di:re_ot i~n .of Trade~ 

What a co~ntry exchanges is only part ot the problem; 
w1 th ~rhoiJl ~ t exchangee goods and e~rvfQes is equally 

.I 
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important. In.the first piace this factor may influence 
the stability of its trade, Dramatic e~amples are Austria 
and Yugoslavia~ Austria traditionally sold ip the Danube 
basin, therefor.e, the East/West tra,de slo"'rdown has had 
disastrous effects on its.balance of payments~ Yugoslavia, 
~rhich for a whl.le traded with tne East, nolv turns fo-r 
trade outlete to t~e West. Since the West to a great 
e~tent had been it~ traditional market, the readj~stment 
1s less dlfflcult. 

~n the second place, an answer to the question "in 
what currency can 't1Te l~nd 11 Cl.epends in large part on the 
distribution of t~ade (besides the availabi~~ty of the 
currency). If 'tve find tnat most of Hexico 1 s expoiits go 
to the United States and most of its lmports come from 
the u.s., we sha~l assume that for pract~cal purposes 
all its borro't,ri.ng could be in ~,.. 

~f Chile has a large market in the u.s. but sells a 
substantial fraction of lts nitrate in Europe and Egypt 
and if furthermore it tends to import ~ore from tpe u.s. 
than from other currency areas, we shall conslder it a 
border case, 'tvhere dollars can be lent. But v:-e sn.all_ add 
that 1f non-dollar currencies ~.vGl'e freely available, "''e 
would prefer to see Chile borrov; a p~rt in non,_dollar 
currency. 

India has normally a favorable bilatera~ balance 
with the u.s. fakistan does not. Unless one should 
choose to rely on the ster.lipg area central reserves -
which enta~ls almost a politicaLjudgment ~one must admit 
that India ha$ a greater bo~rovJ"-ng povver in ~~ than 
Paki~tan. 

c) Policies; 

1. Is it necessary to add that government import 
pol~cies have a considerable effect o~ individual pommodi
tles ? The purchasing markets may impose or lif.t trade 
restrict1o~, tariffs, bulk pu~chase agreeme~ts, quotas 
(such as the sugar quotas in the U.S., on wh~oh Cuba 
depends), subsid~es to local product~on, et9. They m~y 
even fix prices; everyone ha? read of the negotiat~ons 
between the u.s. and Chile on copper prices. Tin p~ices 
are now ~P the headl~nes, etc. 

il~ Equally, lf not more important, are the general 
policies, the trad~, financ1a~, ~onetary and · lnvest~ent 
pol~cies and thel~ effect on the total flow of trade. 
This is the most delicate analysis ·required from us. Let 



us just list a few questions which arise in this connection~ 

Will India be able to maintain its generally stable 
monetary policy under tne stress of the Five Year develoP-
ment plan ? · 

HoN· could a change in the Argentine trade methods 
affect Uruguay's meat and \J'Ool exports ? 

~s Austral~a 1 s shortage of ~ore~gn exc~nge and ~ts 
great impor~ boom due to in~ernal financial policies, to 
the great investment going on in the co~ntry, or both ? 

~here are also so~e short~term questions (often very 
much Gtkln to problems Il·iF nas to deal w~ th). Although 
they may not be d,irectlY relevan·t; to a judgment as to long~ 
term trend, they a~e indicative of the meQhanisms at wo~k 
i,n the country, e~g.: 

Is the rate of exchange of Colombia fostering exports 
and discouraging excessive imports ? 

Have import~ oeen discouraged by the deval-qation of 
the P~ruvian sole ? Has this affected the progress of 
useful investments ? 

~inat eftect does the T:1a1land special monopoly and 
exchange rate on rice he.ve on the budget and on rice 
productlon ~ 

Is investment fostered by the preseqt Brazilian ex
change regulations ? Are budgetary poJ,.icies and Banlt 
policies more impol'tant than: exchange regulatlons ? 

The ans1,.rer given to these questions is never easy. 
A great deal of continuous observation is required since 
business psychology ;ts never the same in two cou~tries, 
and the same economic mechanisms me.y work quite differently 
in different surroundings and at different tim~s. The 
greater, however, our familiarity vrith ind1v1Q.ua,.l country 
prob~ems, the more accur~te our interpretation. One 
excellent instance of discrepancies from country to country 
can be found in the extent to ~~ich additional income 
creates additional need for imports, - ~rhat is technica.lly 
c~lled the margina~ propensity to lmport • . This relationship 
is fair~y constant in each country under similar circums
tances, but varies from country to country. It is important 
for us to determine as far as poss!ole this factor, since 
the investments which we are ftnanc;ing will of themse~ves 
affect incomes and thereby the propens1ty to import~ 
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Thus, by observing the past and present, we have 
determined the economic mechanisms at play in a given 
country, and in its relationship vri th the outside 'tt'Jorld. 
We . have tried also to disentangle the perwanent features 
from the transitional ones ; we have attempted to 
recognize long-term trends as distinct from short-term 
variations, as well as the res~lience of the economy 
11hen it undergoes a crisis. 

Let me add a word of warning about' one arith~e~ical 
relationship which we use frequently, i.e. the pe~centage 
of debt service burqen to foreign exehqnge earnings. It 
is a good shorthand means 9f placing the country under 
:revie1v in a giYen category. In Latin America· this percent
age ~uns from say 5 to 10%, When we find that Chi~e and 
Nexico are both. using up 9% of their e;xchange earnings 
on debt s~rvice, we deduct the~efrom only one conclusion, 
that the pre~ent debt service is relatively high in both 
countries. But for credi t"t,_rorthiness 'tt'Te have to go one . 
ste~ further. Chi~e has a pretty rigid pattern of exchanges, 
'Mexico can expect to expand its earnings much more quickly. 
Loo~ing into ·the future, we ~hall say that.Nex~co 1 s foreign 
debt burden, if 1t.~emains the same as now, is likely to 
become l~ghter and lighter whtle Cnile's burden will remain 
re:Lat:t.vely heav1e~. :;I:n otn~r -vrords, the description o:r the 
past and present has not yet y1elded an answer to our real 
problem.: How much can cou: ... try X service 1!1 t~e fu.tureo 

B - Dynamic Views 
,, ; , ; ~ 

Here 't·.re must talte a dynamlc vietv and attempt a fev.f 
forecasts. They relate m~inl.y to 't-vhat change may occur 
~n the lopg-.:run to! 

~ the internal str~cture of the co4ntry 

~ the evolution of v1orld markets 

the future · movements of interna tional 

cap ita~ 

a) Changes affecting . int~rnal str~cture: 

Ten years fran now all 9ountries, including 
our bor:Po v-Ting countries, 't'rill· have d.iff.erent patte;-ns of 
production, consumption, and investment. As a result, their 
exchanges ' 1rf1 th t h e outside world 1r.Jill be different. 
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We may without doubt accept the premise that their 
overall resources will have increased and - especially 
4-t the investment pattern 1s reasonable - that they v.rill 
have more tncome and, therefo~e, will be in a better 
position to export some of their available resources to 
service foreign debt. But it is not enough for us to 
assume this~ We must . try to forecast by ·how much their 
resource$ will e~pand,- in what field, and whether the 
ne'lhr production v1ill be transferabl.eo You can improve 
your national income 1~r1 thout lmproxing your balan~ Qt.. 
payme.nt nosition. . 

In order to m~~e forecasts 9f this kind, we must 
ev~luate the rate and the pattern of investment currently 
in operation ~ or to be expecte~. We must - even it "Vre · 
are not respons~ble for assisting the goverlli~ent in 
drawing up an invest~ent prog~~m - we must reach some 
quantitative and qualitative appraisal of the progress 
of production and consumpt~on. · 

This procedure should not be contused with econonic 
progrGtmm:i.ng. Rather than an attempt to say wha~ shoulo, 
be done, it is an attempt to rationalize vJhat is actually 
going to take pJ.ace, 'T:vhether coordinated or not~ 

Many of you l{no't.v that in the case of Chile for 
instance, we have . al~Ta.ys e:·~pressed concern about the 
apparent _laclt o:t' logic in ~he investment pattern encouraged 
by the government. We are certai~ly more hopeful about 
Colombia. In the e~se of Finland, we have tound a great 
consciousness of the problems invo;Lved but also some 
undesirable distortions. Regarding India and Pakistan, 
·vre are trying hard, to f1gu:re out whether the present plans 
are qua.ntitatively and qual1tative).y design~d both to all01'J 
th,e standard of :)..iving to catch _up with population g~cn~th 
and, to improve the :for~ign exchange outlook. It lool~s 
simple when you state the quest~or. It is quite another 
thing to answer it. 

b) Change,s affecting World l1ar1t.:et s: 

The chief influencewon \r!Orld market$ are 
usually outside the COfltrol of our ind,ividual borro1ver$o 
The u.s. primarily and Western Europe inc~uding U,K.,, are 
the major factors here. In~vl.tab~y the economi9 PO?it1on 
of the U.S. 1 U.K~ and Europe wust therefore be forecast 
whenever we try to forecast the future of Ruritania. 

You t.vll~ certainly not be surprised if ~ say that our 
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assumptions are based on the theory that income in the 
U.S., which has doubled in the last thirty years, will 
continue to gro~r; that therefore the aggregate demand 
for 'imports here 'ttlrill gro1...r too, though perhaps. not as 
quickly and that in the long-run the world supply of dollars 
from sales to the dollar area is bound to rise.. The ~oace 
at v'lhich this growth. ~-~111 take place i~, however, a nlce 
f1e~d of oontroversy. Generally speaking, I 1rou~d say that 
\Are have in th~~ connect,.on ta1:en a po-sition of mild optimism. 
l'he same 'tf.rould be true of the other \vest ern Countries~ 

You 'VIri~l a:Lso not be surprised it I say th~t 't're furthe.r 
assume .the possibility of some readjustm~nt along wltn this 
rising line. We do not fear a repetition of the great 
depression but we. do not believe e1 ther that 1949 is the 
WOrst rea~justmen~ our generation Nll:lr ever V>!i tness,. or 
that such readjustment~v~ll remain a rare occurrence. 

In p~act~cal terms; th~s means that we shal~ be care
ful when forecasting b~+ances of payments not to. take the 
price leve~ 1nduced .by the Korean war as a basis. We would 
rath,er take an average s~ch as m~d-1949/m~d-~9oO. We sha~l 
also surmise that. in t}+e long~run the de!lland for imports 
generally and for raw materials in particu~ar will remain 
on the up gr.ade~ So wi~l tpe market for foodstuffs, though 
in broad terms this would be due both to demand in the 
1ndustr1al1z.ed countr~ea ar-d to an 1mppovement in the 
income of the underdeveloped ones. 

c) Novements of Capital: 
• i .......__.,., 

this ~s ~etually part or the previous 
question~ Movements of cap~tal have, or course, a. direct 
bearing on the w'Orld supplll of d9llars and on the credit
worthiness of our borrowers. 

Only · a few countries produce enough r~sources ~o be 
net exnorters of canital, and only one oount;ry- the u.s. 
makes expo;rt of capltal a matter of nat1Qnal policy. The 
support given by the u.s. to the Internatlona~ Bank is 
~mong many others a token of this policy~ 

If '\liTe were to assume that one day soon tne ba:+ance of 
payments of the u.s. would be exactly balanced and tnat 
there would be no export of capital over and above what is 
necess~ry to pay for the goods and services received from 
outside, it is probable that a numbe~ of fo~e~gn boprowers 
would f~nd their debt service burden difticult to bear. 
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Since, hovrever, the resources of the U.s. and the 
policy of the U.s. are irrhat they are, and since fundamental 
changes are not likely in either or them in the next few 
years, we can -safely assume that net capital exports, 
private or official, lvill continue. 

lJlost of the countries the Bank has dealt Ni th recently 
·vJill be capital import.ers for a long period to come. They 
·hrill continue to require outside eapi tal to help them 
rebuild or develop their economies. And of course it is 
important that we should try to predict these iiDJ!O;rts, 
1,1]1.etl1er they be ~n the form of loans or grants or })lanned 
private investments. But if they were asked to repay - not 
~ach loan - this is not the question - if they v.rere aslr.ed. 
to repay net more than they reoe1ve in tne aggregate, they 
would be expected to be capital expo~ters, which is hardly 
likely to be possible for a long period~ Therefore, we 
must assume that Qn the average, not tor ea9b year but on 
the average, there will be at least a maintenance of their 
foreign indebtedness if not a slow increase. 

Is it necessary to po1nt out that we here rejoin our 
first remark abo~t the need for ~ favorable climate fo~ 
bC!'rov-ring and tor receiving private fo~eign investment ? 

CONCLUSION 
~ 

We seem to have run around in a circle, and indeed 
since the problem is one of judgment and not one of e~act 
formulae, we had to review at least the main elements 
which t'Ve must consider l,.n appra~s~ng credi t1·rorth,iness. 
They are tight~y inter,!l}'ov.ren, but they do not all deserve 
the same emphasls in each country. Many times, let us 
confess it openly, il're may reach conclusions vrh+ch others 
would be entitled to cha~le~!ge, 

~ think, hoV~rever, that it is novJ' unders~ood why 
creditworthiness should not be expressed in one fixed 
figure of possible borro~ing for one country. There is 
a range of relative safety, a range of greater risk, and 
another range of undue risk. So~etimes our loan contracts, 
our qonsultatione, our survey missions will assist in 
allaying some ot the r~sks. Never will they be totally 
eliminated. Moreover, never will a forecast be reasonably 
safe for a long peri~d. It m~st be revised consta~tly. 
This is the reason why in presentlng our conclu$ions we 
sl:tould not say "This is vJhat country X can borrow". We 
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say. 11 This is the service burden l~Thich country X cap be 
expected to bear without stra~n three to five years from 
now. Let us deterEline ou:r immediate lending on that basis''. 
A netv estimate Nill be provided long before the five years 
have lapsed. 

Somehow, it weald look as if the job of 
assessing credi tv.rorthiness we:re more stable than credit
worthiness itself ••• 

' ' 

_....._ - · .... ..,. - ~ - -



BA1iiCO INTERNACIONAL DE 

( 
_ RECONSTRUCCION Y FOMENTO 
r~ ~~ /c ~· t;) 

DE COMO AVALU~ EL BANCO EL CREDI.TO _DE UN PAIS 
~'Wk. ·~~

. Leonard B. RIST 

Av~luar la capacidad de absorcion de credito de un _pais es prerequisite 

necesario a todo emprestito. I\liJ.estros sistemas no son realmente nuevas; pero 

hemos desarrollado una metodolog!a propia con base eh nuestra eXpe!iencia en 

varies paises y mediante la adaptaci6n a nuestros prop·ositos de los ·· metodos de 

anal isis conocidos. Con todo, no hay una formula exa,cta.. Siempre ·hay envuel to 

un elemento de jui.cio ~ que se f~nda en el analisis de los factores y se expresa 

en una escala de probabilidades. 

La capacidad de absoroion de credito de un pais tiene que ser calculada 

para decidir cuanto puede ~1 Banco prestarle~ Co~o todo problema de credito, 

envuelve Ja determinacion de las contingencia~, En los prestamos internaciona-

les los riesgos son <;le tres categorias pr:Lpcipales: pol~ticos, psicologico.s (es-

trechamente relacionados con el pri.mero) y e conornicos 0 financier"os. 

I. - Riesgcs Po~i ti;cos y Psicologicos 

Los riesgos politicos son a la vez rea~es, de acuerdo con los eventos del 

momenta~ y psicologicos, de acuerdo con el ambiente creado por peligros inminen-

tes o presentes. 

a) Riesgos Politicos ·Externos: 

Lo~ efectos de una ~Jerra o de una ocupaci6n militar sobre la 

deuda de un pais son obvios. En la ult:L'na guerra mu11c?-al A.lemania, Austria, 

Ita].ia y el Japon suspendieron par completo los pages.. Alg1lnos pa:!ses ocupados, 

como Belgic a y Dinamarca, hi cieron pagos parci.ales.. otros como el gobierno en 

exilic de Francia, IIoruega y los Paises Bajos pud.ieron pagar regularmente, En 
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la &~erica Latina hubo una situacion similar durante la guerra del Chaco, cuando 

Paraguay suspendi6 pagos. 

Algunos pa!ses como Finlandia, Yugoeslavia y Tailandia estan mas cerca 

que otros al espectro de la guerra.- Les hemos hecho pre.stamos, a pesar de su 

posicion geografica, en parte por nuestro optimismo basieo sobre la suerte de 

los problemas internacionales y, en parte, debido al concepto de ~a direcci6n 

del Banco sob:re el papel que el Banco desempefia.. No hemos hecho prestamos a 

otros pal.ses que tambien son ";riesgos politicos" por creer que no pueden decidir 

de su propia conducta. Sirven de ejemplo~ Ch~coslovaquia, bajo influencia extran-

jera, y Austria ocupada por cuatro pafses. 

b) Riesgos Politicos Internos: 

Una guerra Givil o mot1nes violentos pueden impedir que un pais 

sirva sus deudas. Paraguay en 1947 es ejemplo reciente. A veces, cuando un 

nuevo partido llega al poder hay riesgo de que repudie las d~udas d~ su antece-

sor. La Rusa. Sovietica es el Unico pais que ha repudiado completamente su deuda. 

Austria fue obligada a suspender pages despues del Anschluss. 

Un cambio brusco en la pol!tica economica de un gobierno es riesgo mas 

frecuente que la desgan~ de pagar. Aun cuando el.deseo subsista, la habilidad 

puede quedar a!ect~da por situaciones imprevistas. Esta~os acercandonos al 
f 

analisis econ6mico. 

c) Riesgos ?sicologicos: 
I P I 

Cop frecuencia ~stos res~ltan del grado hasta d6nde un contrato 

internacional se considera sagrado o hasta donde el credito externo se aprec:ira 

como para imponer sacrificios a la poblaci~n en tiempos di!:lciles .• Po demos 

juzgar estas si tuaciones con la his·toria de la de~da de un pais y, en parte, con 
'' 
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el tratawiento dado a los inversionistas extranjeros. 

i .. La Historia de la Deuda: · Con ella podemos ·tormarnos una 

opinj,.on sobre: 

- la raz6n por la cual los pagos fueron suspendidos 

que tan pronto se encoritr6 el remedio 

las condiciones del arreglo, si lo hu,b.o 

el tipo de arreglo (unilateral o bilateral) 

la atmo~fera d~ .. l§..~ negociaciones con los . pr~stamistas 

li. El Tratair.iento a otros Inversionistas: Aun cuando menos impor-

tante este elemei~to debe conside:rarse. 

Debe tarr~ien calcularse . que actitud futura adoptara ~pais. Esto depen-

de en parte . de SU bienestar economiGO ( cuesti6n de analists) y en parte de SU 

ev~l~cion _poli~ica y psicologica_. 

II. - ltiesgos Economiqo~ y ~inancieros 
-~ 

En el evento de que el Banco halle aceptables los riesgos poi:Lticos y en-

cuentre que hay volun~ad ~e pagar, surge esta cuestion: Cuanto Eodemos _ presta~ 

y, punta sub~idiario, . ~n que moneda? 

Este es un problema de habilidad para pagar. El punto por determinar es 

el volumen de servicto anual de deuda externa que una nacion puede resistir en 

un futuro previsi ble. No nos importa tanto el capital como la habilidad para 

servir a~qrtizaci6n e intereses. 

Los paises no manufacturan ca11bi6 extranjero: tienen que ganarlo mediante 

la venta de bienes o servicios, inclusive turismo, Y natur~lmente, no hay pai~ 

que pueda dedic~ todo su cambia exterior a servir su del.l.da. Lo destinable de,-

pende de la cantidad de bienes y servicios que tenga que importar. La habilidad 
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para obtener cambia extranjero y la necesidad de invertirl.o en importacio-

nes necesarias varia de pais a pais. .. Hay que hacer ' estudios especieles en 

oada caso incluyendo el ·ractor de flexibilidad, o sea ~a habilidad para 

reducir las importaciones y expandir las expottaciones. , 

A. Caracteristicas Estaticas de la Balanza de Pagos . ' .. , . . . '• ~----- .._..,... ............... 
El estudio de los desarrollos pasados y pre$entes de un pa:ls da 

rnucha luz sobre sus pos~bles rec~rsos de cambio extranjero. Se adquiere 

una idea de los factores que infl~en en la -balanza de pagos si se examina: 

a) s~ estructura, es decir, la composicion de sus expartaciones 

e importaGiones en un sentido genera+ . 

b) la distribuci6n de su comercio por areas, y . . 

c) su politics. comerc:j.al y financiera· .. . 

a) !:! estruGt~a del comercio if. de ~ servicios: 

Exportac~ones: 

Al analizar el intercambio exterior de un pa:ls es necesario pre-

cisar que tipo de bienes exporta y si son susceptibles de variaciones de 

volumen y preciq.. Pe.ra ello debe estudiarse cada renglon, teniendo en 

cu.enta en terminos generales las si guientes caracterfsti.cas de lo~ dife-

rentes bienes: 

El cob~e, el plomo y el cine estan sujetos a grandes variaciones de 

volumen y precio. 

El ~afe, la lana, la p~lp~ y el pa~el son flexibles en precio y no 

tanto en volumen. 

El caucho y el ~ t~enen li~tacione$ definitiva$ de producci6n y 

precio, al me nos a la larga ., 

El algodon tiene casi un minimo~ debido a la polftica de sosten de 
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precics de los Est ados Unidos ~ 

El mineral de hierro, el_ ~arbon y el .hierro colado tienen mercado 

:relativamente estable. 

En cuant0 a los bienes manufactutados, ciertas caracte.r:ls~icas . pueden 

observar.se. 

i. Los bienes de consume: Textiles y viveres, suelen tener mayor 

estabilidad de volumen y precio que las materias prim9-s. 

ii~ Los bienes de Cq:o;i.tal: · Su dema.nda depende principal y Q,irectamente 

del nivel de rertta de los pa:lses importadores ·y no de la demanda . . 

de otros bienes. Dentro de esta ·categqr!a gener~ hay varia-

ciones. Por ej emplo, las herramientas para · fm:rr-icar maquinar:ia 

son menos estables que l.os generadores. 

Para . resumir, todo art! culo de exporta.ci6n, incl uso el turi smo, 

tiene su histona pr.opia y esta sujeto a influencias directas .(inclusive 

el tiempo) .• 

I.mportaciones: 

Lo ·mi.smn opurve con las importaoi ones , IngJ.e,te:rra· depende ·en 

alto grado de los' viveres y las materias primas extranjeros y ·es' mas sus-

ceptible de cambios en su .mercado internacional que, digamos, Francia que 

no tiene la misma estructura de tmportaciones. Inglaterra p~ede sacrificar 

menos importac~ones en tiempos dificiles. 

Chile y el Peru dependen mae de los alimentos extranjeros que Mexico; 

pero en ca'llbio Chile y Mexico empujan en tal f9rma su desc;rrollo que la 

importaci6n de bienes de ca9ita~ en esos paises es quiz! menos flexible 

que en el Peru. 
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b) Direccion del Come~cio: 

Lo que tL~ pais intercambia es solo parte del problema. Con 

qui€m lo intercambia es igualmente importante .. Este factor puede .influir 

en la estabilidad del comercio. Ejemplos draniaticos son Austria y Yug.oes-

lavia. Austria vende tradicionalmente en la cuenca del Darrubio~ por con

siguiente la dis.minucion del intercambio comercial entre el Oriente y el 

Occidente tiene efectos desastrosos en su balanza de pagos. Yugoeslav~a, 

que comerciab~ con .el Oriente, ahora rnira al Occidente. Su reajuste ha 

sido menos dificil. 

La respuesta a la pregunta ~en que moneqa podemos prestar? depende en 

parte de la distribu\!iOn del comercio (aO,emas de ·las disponibilidades de 

moneda). 

c) Politic a: 

i. Hay que afiadir que la politica de importaoion .de un gobierno afec

ta considerablernente ciertos art:lc"Ulos. Los mercados comp:radores pueden 

poner o quitar restriQciones; subs~dios ala producci6n, etc • . PUeden i~ 

elusive fijar . preci~s. Todos sabemos de las conversaciones recientes con 

Chile sobre el precio del cobre y con Bolivi~ sobre el estano. 

~i. De igual o mayor importancia es la pol!tica general de comercio, 

finanzas, moneda y politica inversionista y su efecto sobre el m~rcado . . 
general. Este es el anaiisis rna~ delicado que emprendemos. 

Tenemos que hacernos ~nas cuantas preguntas: Por ejemplo icomo 

afectara un c~1bio en los sistemas comerciales de la Argentina la expor-

tacion de carne y lana del Uruguay? La tasa de cambio de Colombia .l,esta 
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favoreciendo o desanimando las importaciones? lSe han desanimado las im-. 

portaciones a causa de la devaluaci6h del sol r:e ruano? Las regulaciones 

actuales del Brasil ifavorecen la inversion extranjera? 

Las respuestas nunca son faciles. Se requiere una constante obse~ra

c~6n ya que la psicologia de los paises no es igual y el mismo mecanisme 

econorruco puede producir resultados diferentes en distintos paises 0 en 

distintas epocas. Pero a una mayor familizarizacion con los problemas 

de un pais determinado corresponde una mejor interpretacion. Un ejemplo 

excelente de discrepancia de pais y pais puede hallarse en ·el punta hasta 

el cua~ una renta adicional puede crear una necesidad adieional de impor

taciones -- lo q1,1e tecnicamente se lla11a "la propensi dad ma+ginal a; impor

tar". Esta relacion es mas o menos constante dentro de circunstancias 

iguales; pero varia de un pais a otro. Este es factor importante para el 

Banco puesto que las inversiones que financiamos afectan directamente las 

rentas y por consiguient~ la propensidad a importar de los clientes. 

Hemos tratado de determ~nar los mecanismos econ6micos en juego en un 

pais dado; de separar las caracteristicas permanentes de las transitori~s; 

de aislar las tendencias a largo termino de las variaciones a corte pla~o 

y tambien la elast~cidad de una economia al atravesar una crisis. 

Debemos rr~rar con cuidado una relaci6n aritmetica que se ~sa con fre

cuencia: el porcentaje del servicio de la deuda en rela,cion. con las en ... 

tradas de ~visas, En ::{.a America Latina este porcentaj e va del 5 al 10 

por ciento. Al. hallar que Chile y H~.x::ico aplican el 9% de sus· entradas 

de divi99-s a servir lG deuda~ podemm;; saca:r solo una conclusion.; que el· 

servicio actual de la deuda es relativamente alto en ~bos paises. Pero 
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tenemos que dar un paso mas. Chile tiene hoy un rigido sistema de cambip. 

1~xico puede expandir sus adquisiciones de cambio mas apr~s~. 1tirando al 

futuro tendriamos que decir que la carga de .la . deuda externa meXicana, si 

se mantiene .igual, sera cada dia menos pesada mientras que la carga chile-
. . 

na se mantendra relativamente pesada. En otras palabras, . la descripcion 

del pasado y del presente no contesta del todo la pregunta: .4Que deuda 

puede servir el pais X en el futuro? 

B·- Caracteristicas Dinamicas 

Ahora debemos adQptar una vision ·dinamlca y tratar de predecir el 

futuro, en lo que se refiere a posibles cmnbios a la larga, ent 
. r 

- la estructura interna de un pais; 

- la evolucion de los mercados mundiales~ y 

- los movimientos futures del capital internacional. 

a) . Los dambios que afectan ~ estructura interna: 

tentro de die~ afios todos los paises habran cambiado en cuanto 

a produccion, ~onsumo e inversiones. El intercambio con el mundo exterior 

sera diferente. POdemos aceptar la premisa de que los recursQS totales 

habran aumentado; de que habra a\L~entado tambien la renta, y por lo tanto, 

que estaran en mejor posic~on de exportar algunos de sus recursos dispo-

·nibles para servir deudas externas. Pero, ademas, hay que tratar de 

calcular el volumen del aumento y si la nueva produccion ha de ser trans-

ferible. Es . posible mejorar la renta nacional si~ ~ej?rar 1~ posic~on 

de la oalanza de pagos. 

Para poder predecir~ hay que evaluar el volqmep y la clase de inver-

siones actuales o que puedan esperars.e. Tenemos que llegar a una 



( evaluacion cualitativa y cuantitativa del progreso de la produccion y 

del consume. 

Esto no debe confundirse con la confeccion de planes economicos •. 

Has bien que un intento de decir que debe hacerse, se trata de raciona-

lizar lo que hade suceder, con o sin coordinaci6n. 

En el caso de Chile, por ejemplo, nos preocupa la aparente falta 

de logica en los sistemas de inversion que estimula el gobierno. Colombia 

infunde mejores esperanzas, Nos preocupa averiguar si la India y Pakistan 

han de levant~ su nivel de vida para ponerse a la altura del crecimiento 

de la poblaci6n. Hacerse una pregunta es facil; contestarla es dificil. 

b) Cambios oue afectan los Iviercados Iviundiales: _.,.....,.. -.-
~as principales i.nfluencias en los mercados internacionale~ 

por lo general est~n fuera del control de los prest atarios. Los Estados 

Unidos y la ~~ropa Occidental son los factores principales en ellas. Per 

consiguiente, para poder calcular el futuro de Ruritania es precise cono-

cer la posicion eoonomica de los Estados Unidos, el Reina Unido y Europa. 

Ustedes no han de sorprenderse de que esta presunci6n se basa en la 

teoria de que la renta en los Estados Unidos, que se ha duplicado en los 

ultimos treinta anos, ha de continuar creciendo. Y qu~, por consiguiente, 

la demanda seguira subiendo de seguro, aun cuando no al mi~o ritmo y que, 

a la larga, nan de aumentar las disponibilidades de dolares para vender 

en el area del dolar. Dif!cil es predecir el ritmo de todo esto. ' En 

general, podria decirse que el Banco h~ asumido en esto una postura de . 
suave optimismo. Lo rnismo por lo que hace a los demas paises occidentales .• 

TampOGO sorprendera que presmnamos la posibilidad de un reajuste~ en esta 



linea ascendente. ___ No . abrigamos . el temor de que se repita la gran depre-

sion; pero tampoco creemos que en 1949 haya ocurrido el peor reajuste de 

esta generacion o que los reajustes hayan de ocurrir rara vez. 

Al calcular las balanzas de pago hemos de cuidarnos de no tamar como 

base los niveles de la guerra de Corea. Prefeririamos tomar un promedio, 

digan10s, el de mediados de 1949 a mediados de 1950.- · Tambien hemos de 

presurnir que, ala larga, la demanda de importaci6n en ·general y de mate~ 

rias primas en particular ha de seguir en aumento • . Lo mismo el mercado 

de viveres, aunque en terminos geperales ello provendra de la demanda en 

los paises industriales y de _la mejora de la renta en los paises subdesa-

rrollados. 

c) Movimientos _ ~ Capital: 

Este capitulo es parte del anterior • ·· Los movimientos de capital 

tienen, desde luego, influencia directa en los saldos mundiales de do~ares · 

y en el credi to de los prestatarios • .. 

Solo pecos paise$ producen lo sufic~ente para ser exportadores netos ..,....---... 

de capital. Solo en los Estados Unidos la exportacion de capital es una 

polit'ica .nacional. Una de Ja s pruebas es el apoyo de los Bstados Unidos 

al Banco Internacional. 

Si supusieramos que pronto llegar~ el dia en que la balanza de pages 

de los Estados Unidos este absolutamente equilibrada y que no ha de ex-

portarse capital por encima del necesario para pagar los bienes y servicios 

comprados en el exterior, es probable que muchos de los presta.mistas extran-

jeros encontrarian dific~l sosten~r la carga de sus deudas. 

Pero como al parecer nada de esto ha de ocurrir en los proximos 

pocos afios, podemos presumir confiadamente que han de continuar las -, ··_ 



exportaciones netas de capital, particular y oficial. 

La mayorl.a de l.os clientes del Banco han de ser por largo t-iempo 

paises importadores de capital tanto para reconstruir como para desarro-

~lar sus ·eco.nomias. Es importante que tratemos de predecir tales importa-

ciones ya sean en forma de prestamos, donatives o inversiones privadas .• 

Pero si se esperara que esos paises paguen mas de lo que han recibido, 

estariamos c·onfiando en que se transformarian -en exportadores de capital., 

lo cual no parece probable por mucho tiempo. Puede concluirse, por tanto, 

que ha de mantenerse el volumen actual de su deuda o que habra un pequeno 

aumento ... 

· Es precise anotar ru1ora que hemos llegado a la anotacion inicial 

sobre la neces.idad de un clima .favorable para prestar y para recibir in-

versiones particulares extranj eras .• 

CONCLUS'IONES 

Parece que hemos recorrido un cl.rc\llo y como, en verdad, .el problema 

es de juicio y .no de formulas exactas., tuvimos que revistar al menos los 

elementos principales que tenemos que considerar al calcular la capacidad . . 

de credi to de un pais. Tales elementos estan estrech~ nte entrelazad~s ., 

pero no tienen la misma intensidad en todos los pa·ises.. En muchas oca-

siones hemos de llegar a conclusiones que otros bien podr·ian discu.tir .• 

La capacidad de absorci6n de credito de cada pais no puede expresar-

se en una cifra fija. Hay primero un margen de relativa s~guridad; lue~o 

un margen de mayor riesgo y luego otro de riesgo exagerado. Los contra-

tos de prestamo, las consultas, las misiones de estudio, han de ayudarnos 

a vece$ a evi tar algunos de los ri esgos... Pero nunca quedaran eliminado~ .• 
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Es mas 1 los calculos solo han. de servir para periodos . cor·tos • . Hay que re-

Vi$arlos constantemente. .Por eso ·al presentar conolusiones no debemos·. 

decir "esto es lo que el pa:Ls .X puede absorber". Hay que decir neste es 

el volumen de servicio de su deuda que puede esperar~e que el pais · X re~ 

sista sin menoscabo durante l,as proximoe tr~s ~ cuatro .afios. fijemos 

sobre esa oase nuestro$ pre~tamos inmediatos";. Nuevas calculos deben 

hacerse mucho ~tes de que expiren loa cinco ·afios • ·· · 

~iza esten ustede~ pensando que el trabajo de ca~cula+ el credito 

posible de u.n pais 6$ m~,s estable que el credito mismo. 
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Leonard B. RIST 

ADDRESS DELIVERED 'tO 

THE COUNCIL OF FOREIGN RELATIONS IN t-'IINNEAPOLIS 

January 12, 1953 

INTERNATIONAL ECONOhiC PROBLEl·lS OF 1953 

Gentlemen, 

. . . . Some words of introduction. 

It is only too easy to say that we find ourselves 

in a period o.f transition; one of course is always 

in a period of transition. aut some periods are 

clearly identified because they are influenced by 

some strong factors. The last seven years have been 

cha:racterized by the reconstruction of Europe, the 

reconversion in the United States a.nd the rearmarnent 

effort. These factors are progressively losing their 

value as stimulants and unless we imagine a world 

confl.ict, a peaceful period ahead should m.ean a 't~rorld 

which relies on long-term trends only for the expansion 

of its econom~o activities. It is, therefore, not a 

vain expression when we say that the present time is 

one of transition, We are leaving the period of 

emergencies and entering a period of slower overall 

gro"tnrth. 19 53 - and p:ro bably 19 54 and 1955 - 't~rill 
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witness the passing of the "post-war 1·1orldu and a new 

pattern taklng shape - and by this I mean a dynam~c 

pattern - of which we already can see the outline. 
main 

The three/chapter heads under which most of the 

economic problems of today can be classified may be 

listed. as follo.ws: 

1. In Europe the period of reconstruction is 

coming to an end; the desire for financial 

stability is universal; we are ayproaching a 

new stage of tradition~l commercial competition 

in international trade, 

2. The drive for development of underdeveloped 

countries is under way, international trade 

will be more and more affected by this trend. 

This is a long-term tendency 'tvhich should· 

provide ne~r and expanded markets for the 

advanced countries. 

3. The u.s. is and remains in a dominant position 

and therefore its welfare and its internal 

policies are as important to the rest of the 

world as its external policies. This central 

position has thrust upon your country 

responsibilities whicn have been usually 

called rrth.e role of leadership" of the u.s. 

Such a role is no less important in a period 

or transition than in a period of emergency. 
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Let me take these points one after the other. 

In the fir~t place, the reconstruction period is 

nearine; its end. This is undoubtedly true of \•!estern 

Europe, where production is n9w on the average nearly 

150% of 1938 and 140% of 1929. This is considerable 

but is far from the figures for the u.S-. 'tvhose product

ion is roughly 2 1/2 times that of 1938 and t-v,rice that 

of 1929. The European figures concealthe extent to 

which housing is st~ll lagging, ruins are still visible, 

savings are hard to revive, but they sho~r that on the 

whole the effect of depression and of the war on 1ncome 

has been more than erased. Income .Per head is noN :J;?OO 

in England and ~600 in France, which is in real terms 

roughly 15% aoove the level of 1938. Here again 

developments in the u.s. have been much more favorable: 

in comparable dollars, per capita i ncome is no~ around 

~~ 1800 aga1net ~~1000 in 1938, anSO% improvement. In 

other words, while _ this country has become considerably 

richer, Europe has, on tJ:+e , ,hol..e, in the better cases, 

managed to reach a little more than its 1929 pqsit1on. 

This considerable economic activity expressed 

itself in fu~l employment - except in Italy and in 

Germany - and was supported by the addition of u.s. 
resources through the Marshal~ Plan and other assist

ance schemes, and in most countries by internal inflation. 
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Its main incentive was the need for speedy r~construct

ion; this is now receding in the background. Almost 

in every country there is a longing towards monetary 

stabilization. The Belgians, much less affected by \~rar 

events than others, preceded everyone else in this field. 

The Germans, who had to emerge from chaos, achieved a 

considerable degree of stabilization long before they 

had restored their ruins. The Italians an~ the Dutchf 

too. Britain and France, more complex economically and 

poll tical.ly, strive not·! to,lllards stabilization and 

9onvertibility an Britain has undoubtedly made great 

strides in this direction. In fact, the stabilization 

efforts, coupled with a decline in the effects of the 

Kore':ln war, have been accompanied by a elo~ring down of 

economic act1v1 ty, or at let;1st a slol~ring down of the 

growth of economic activity. The past eighteen or 

t'tf!renty months have shown little or no aQ.vance in product.,... 

ion, some unemployment has even, fo:r a "'hile, occurre.d 

in Britain and Belgium for instance. At the same time,. 

rearmament is taking its share of the nations'resources. 

In short, Europe is not~ characterized by three feattU'e·s: 

full employment (except in Italy and Germany), high level 

of production but without marked changes over the last 

t't·lo years, an increaaing fraction of the national 
go,.ng 

resources 1 to rearmament instead of increasing consunP-

tion or productive investment. 

It may be noted in passrg that the picture in the 
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United States is hardly different. 

With the virtual termination of reconstruction 

proper, u.s .. aid is fading away, except in the m111 tary 

field. Since a reduction in the consumption level at 

this stage \voul.d be socially harmful in most countries, 

the most that can b~ done in practice is to keep further 

increasffiin consumption to a minimum, but this may not be 

enough to prevent a reduction in investments. Such a 

reduction cannot be drastic nor can it be accepted light

h~artedly since thi~ may mean that tornorro~t1 the increase 

in production and productivity will also be slot~ed c;io,m •. 

Under such conditions public creditought to be reatored. 

"' But if this should fail and if the slack in public 

investment$ should not be matched by such an improvement 

in private savings that ne't"v private investments take 

place continuously 1rV"i thout government assistance, the 

present trend towards reducing public investments may 

only be short-lived. 

On the increase of production and productivity rests 

the future of Europe, No market can be maintained unless 

prices are compet~tive, none can be expanded unless the 

exportable volume increases and Europe needs to export 

to llve. It needs exports much more than before the lrrar, 

in the first place because it has ~ost a large part of 

its own investments abroad, in the second place because 

its terms of trade have on the whole deteriorated. The 

food and raw materials it has to buy have risen more 



than the prices of the manufactures it can sell. This 

would be enough to make it difficult for Europe to earn 

the imports she needs vvi thout fo:r:-eign aid but in acldi tion 

two countries in Europe must by necessity become export

ers of capital if they want to satisfy part of the 

capital needs of the parts of the v.rorld v.rhich depend 

on them! t~e U.K~ and France are the great ~roviders 

of capital for the British Commonwealth and their Over

seas Territories. This position they can only maintal~ 

if they develop a surplus in their balance of payments. 

In other v.rords, to them still more e~orte of goods and 

services are of paramount importance. Thus, the desire 

~or stability, the forthcoming disap9earance of foreign 

aid and the obligation to furni-sh capital abroad ~rould 

in any case force European countries to export more and 

more. \vel"'e there no other elements, one could already 

say that we are entering an era of traditional compet

ition in inte~national trade. But a very striking event 

took place in 1952 which is ~i~ely to make this compet

ition even keener. Perhaps the world at large is not 

yet clearly aware of the meaning 9f the re-emergence 

of Germany and Japan in the field. 

Immediately after the war, when every country had 

its reconstruction problems, Britain was the one big 

industrial powe~ which relied heavily on raw materials 

from abroad and exportEd ita own labor in the form of 
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manufactures and semi-manufactures. And indeed the 

U.K. has achieved the admirable result of exporting in 

volume 80% more than ~n 1938 vri thout increasing the 

volume of its imports. (In France ~rhich is much less 

dependent on foreign trade, the volume of exports has 

increased roughly in the same proportion but there has 

been a slight increase in imports.) But today v1e have 

two more big industrial po,liTers as dependent as Br1 tain 

on foreign trade: Germany and Japan" The tv.:o new .... 

comers are both hard traders and aggressive exporters. 

Both had in 1951 recovered nearly half of their pre-w·ar 

share in world exports... 'l'o make matters worse, the 

added compet1 tion l'rill be concentrated on the same part 

of the world. Whether it be for the acquisition of raw 

materials o~ for the sale of their products, Germany and 

Japan used to have major cOli1ffierc1al relations t'ITi th what 

is now termed tfthe East 11 • The present 'tAJorld political 

position li~its their sources of supplies a~d their 

outlets substanttally to the free countries. 
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In short, a.ccidental incentives are disappearing, long-term 

II. 

trends must be relied upon and the problem is now 

whether an expansion of exports can be great enough to 

lend to European countries the new incentives v.!hicl;l they 

need lest reconstruction be followed by stagnation. 

The most hppeful signs in this respect are (a) the 

repeated suggestion that the u.s. may open lts frontiers 

more liberally than in the past - to this subject I 

will return later- and (b) more ~mportant at this 

stage: the new demands lll]"hich nolll]" arise from the develOl)

ing countries. 

Why is the problem o~ development so much in the 

public eye at present ? Is it not true that 1t has 

been going on for centurles ? That the process followed 

in the North Ai·nerican continent, for instance, did not 

require organized foreign financing, and that there was 

much less philosophising about its implications or 

methods in the XIXth Century than now ? Is it not true 

that in all so-called "underdeveloped" countries 

development is going on in any case and has been going 

on for a long vlhile ? lfuy should India or Colombia 

or Brazil talk of development as if 1t were something 

new ? Don't they have a steel industry in India, good 

agriculture in Colombia, heavy industry in Sao Paulo ? 

The answer to that is 9art~y psychological, partly 

sociological, and partly economic. What is at stake 
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is not development itself b~t the desire for an 

acceleration of the ~recess. 

The 20 1 s 't'-"ere a period of expansion. Even though 

the coffee growers in South America, like the ~rheat 

gro~1ers in the United States, m~y have felt that their 

former prosperity was threatened. Innumerable other 

opportunities were offered to their ln1t1qtive; there 

was a flexibility in the social structure, a possibility 

for individuals to change trade and employment, and on 

the whole the prospects of tomorro't~r 't-Jere brighter than 

the conditions ot today. At the same time, education 

was spreading and due to more reading and more public 

discussion, people of all classes became aware of 

oondi tions in the !'est of the tv.orld. They could improve 

their own status, ~heir own skills thanks to higher 

technic~l training. Development was then taken for . . 

granted~ Then the depression came on. The effects of 

it on ratv materials producing countries - and most 

underdevel9ped countries fall into this category - were 

disa6trous. The tvorld had grown smaller thanks to air

planes and radio and the underdeveloped peoples became 

aware of tv-10 things at once: first, the extent to t-,rhich 

they vrere dependent on pro sper1 ty el~e1~rhere, 1~hich is 

readily accepted vJhen the trend ls up but resented 1Arhen 

it is down; second, the extent to wnich their standards 

of life 1~e different from those qf other peoples~ The 

progres~ of transportation ~nd communications which has 
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been ·the feature of the v.rorld after the first World 'l"J'ar 

was not stepped by the depression ano_ the shrinking of 

the vJ'orlci to more human dimensions continued in sni te 
' ~ . 

of the fact that standards of living had gone down. 

~·lith the end of the depression anP. the second ~vorld war, 

the soJ.idari ty of the free 1~orld hp.d become self evident 

and the pl~ce of the underdeveloped Qountries, even of 

those who had had no direct share in the war, affirmed 

itself. Most Latin American countries, for instance, 

regained prosp~rity thanks to the increased need for 

their products. Their people clamored for a quicker 

pace in developing their resources and improving their 

standard of living~ This trend was even accentuated 

in the post~wa.r period. This was the ~?osition of the 

poorer ones. 

But the richer amd more advanced comm~nitles on 

the other hand are preoccupied by t1vo main thoughts: 

they do not 1~ant poverty and _ misery to upset the social 
weaker 

structure of their/neighbors. In addition, for their 

own direct benefit, they "rant more international trade 

and mo!'e of the products 'tnrhich can . be obtained cheaper 

abroad than on their own territory. If this can be 

done, the . same underdeveloped countries become better 

customers. It is therefore the interest of the more ad-

vanced group tha~ underdeveloped countries should exploit 
their own resources, become richer, better eonsumers and 
bigger suppliers. 

Such are the reasons why development became such 
a slogan and why it is bound to remain so. 
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Now what prevents development from taking place 

as quickly as is 't•rished for by so many people ? It is 

an unfortunate fact that poorer nations grow slo,·rer 

than richer ones~ If it is remembere.d that income :per 

head in India is around ~?0 a year, that in Latin ~nerica 

(except Argentina) it ranges roughly between ~100 to 

'1J)250, that l.n Europe 1t varies between ~2?0 for Italy 

to over ~?OQ for Britain and that ~n the u.s. it is some 

~1800 a year, it is quickly apparent that; 

a) the capacity to save - and therefore invest and 

increase production - is lower in underdevelo~ed 

countries; 

b) that in many cases the markets for ne~r j}roduction 

are limited by the very poverty of the population. 

In addition, almost natural limitations arise from the 

lack of skills, the lack of management experience for 

new enterprises and somet~mes the lack of satisfactory 

administrative mechanisms. 

This background explains much of the difficulties 

the countries in question have to contend "ri th, even. 

when their territory has plentiful natural resources. 

They have to accept that a substantial fraction of their 

new production 'Nill be for export - export marke~s being 

often more expandable than their internal market. They 

have to call on foreign c~pital and foreign kno~·rhow and 

foreign mana~ement. ·They have to create the institutions 

\'lrhich c~n be conducive to new investment and recruit for 
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their owh ailini~ibtt'atidn brains capable of dealing "t'rith 

d.lfficul~ ~ ;d~nomic tec:p.rd .. cal o:r financial policy issues, 

'rhis 1E3 hot the pl~ce to go into the internal aspeCts 
.: ; 

of thie problem and to detail ho1rr improvement can be 

brought a~dut lodaliy and how fore~gn technicai assist

ance ban hasten these improvements. I would rather 
financial 

cortcentrate on the interpa tionalj aspect, keeping ih mind, 

ho~Teve:r., that for-eign assistance - except in colonial 

territories - can never be more than a marginal element. 

Traditionally, the means by whlch development has 

taken place is a combina~ion of initiative, efforts and 

sacrifices on the part of the developing economy and 

foreign,assistance in all its forms, mainly private 

capital, Your country relied heavily on European 

financing until World War I for its industrial, trans-. 

portation and even occasionally irrigation development. 

It is estimated that foreign private long-term lnvest~ 

ment in the U.s. w~s nearly ~~7 billion in 1914 and is 

now over 9 billion. Th~s is not flight cap ital, but 

genuine investor~'money. 

~Vhy, 1 t may be asked, can such a ·0rocess not be 

expected to repeat itself for the underdev~lo,ed 

countries today ? The reasons are t~rofold. The 

picture of the 't'.Torld ~-.jhich is hoping to receive foreign 

investmen~ is substantially different from what it was 

. in the he'.Ydays of Br1 t1sh financial expansion, and the 

vrorld v;hich co·~ld spare resources for foreign investment 
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has changed too. 

As to the first, is it necessary to repeat that 

the well kno'tvn obstacles to foreign capital imports _? 

The risks of exchange and transfer difficulties, intern

al and external, political complications, including 

threats of nationalization, or 'tvar dangers are consider

ed so serious in many cases that they ~ould only be 

offset by the prospect of high profit~. 

As to the second, the "creditor nations". Their 

list has d"t-J" indled and is l1m1 ted no\·r ·largely to the u.s. 

and to a much smaller degree the U.K. and Sv-ri tz erland. 
mostly · 

France comes into th~ ~Jicturej as · a provider for 1 ts 

overseas territories. Even in the u.s. the concentrat-

ion of a large proportion of savings in the hands of 

insti tut1ons 'T.vhich in fact must act as trustees and shy 

av.ray from risk, insurance companies, savings banks and 

retirement funds, limits to a small number the indivi

dual savers who make autonomous declsions about their 

own money. In fact most of the direct investment under-

taken abroad in recent ye~rs was due to large corporat

ions who want either to diversify their sources of 

supply or to establish new markets for their o't~rn 

products. In addition, in a large number of cases, 

the very type of investment ~mich the underdeveloped 

country n~ed9 is not generally suited for purely private 

financing. ~rlvate enterprise might be attracted by 

mining o~ manufacturing and even plantation type 
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agriculture but provided the basic services are 

available. Rarely 1>rill the enterprise be . large enough 

to spend money on transportation or power. These 

facilities must be provided by the State or at least 

under state control.. And they are a prerequl.si te for 

development of .. any ltind. This means financing the 

state or with its guarantee, 

As a result the means of financing development had 

to be channelled or at least sponsored by the govern

ment o! th~ creditor countries. The U,K, allowed 

Oommon1-realth countries to float loans on the Lonclon 

market ~nd released sterling balances for the same 

purpose. It also made some grants to colonial areas. 

France operated mostly through gra~ts to her colonies 

or through normal banking channels. S1-·ii tzerland allot·red 

some government loans to be floated on he·r market. In 

the u.s. the foreign bond floatations were exceedingly 

rare and small since the war. Nest of the financing 

was done through the government itself (in ~oan or 

grant form) or through the Export-Import Bank which 

also relies on government money. 

The lnternatlonal Bank deserves here a sp ecial 

mention. Capital subscriptions of its member countries 

in which the U.S. participates for more than 30%, 

pr9vided a cash basls of ~t750 million in dollars and 

~1. 055 million in other currencies ~vhich are ::>regressive-
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ly being released for the Bank's lending operations. 

In addition, the same participating governments . 

g~aranteed the borrowings to me made by the Bank. 

Consequently the private savings which are invested in 

our bonds - no1111 a total of ~673 million, of \"Jhich 

~610 million issued in the u.s. can count not only 

on the value of our assets but on the guarantee of our 

member governments. As far as the u.s. is concerne~, 

this guarantee obligation reaches over ~2.5 billion. 

The other 53 governments share among.themselves a 

guarantee . obligation of ~:-~4.2 billion. 

Thus, by inserting the guarantee of the governments 

member states including the creditor countries bet"tteen 

the investor and the foreign invest~ent, a device has 

been found ~frhich spreads the risk. a+nong the participating 

governments and practically eliminates the ~angers 

usually associated with foreign investments. 

But the Bank' a lending operations - now over :ipl. 5 

billion ~ are limited to loans to governments or under 

government guarantee and do not satisfy the need for 

more equity or venture capital in underdeveloped 

countries or for loa~s to private enterprises without 

government guaran~ee. Several proposals have recen~ly 

been made to facilitate this type of capital export, 

I shall only mentlon Lhe principal ones: a) an 

International Finance Corporation would be created 

1nrhi ch lvould receive capital from governments and 1-rould 
invest it 
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in participation with private capital in productive 

enterprises in underdeveloped count;ries but v1ri thout 

government guarantee. The proposal originally made 

was that this corporation be p~aced under the ma.nage

ment of the International Bank • 

. b) u •. s. government guarantees to private invest

ment. The proposal is tnat the system "'rhich is now 

in existence and which at present covers only $30 

million be enlarged and should cov~r other than 

transfer and natiqnalizatlon risks. 

c) T.ax incentives to private investment abroad. 

Whether any of these propo~als will ever be 

carried out is open to question. What they reveal, 

ho\vever, is tha t a greater and greater interest is 

being shown towards as~isting the U .• s. investing public 

in taking risks abroad. A part of it may go to old 

countries in Europe, but another part to the under

developed countries. They indicate that the wish to 

hasten the process of development is share~ by all 

countries including the most advanced ones. 

I have referred to economic development as a long~ 

term trend. All the efforts made now by the u.s., by 

Europe 'and by the International organizations to hasten 

this process by providlng financial or tec~nical 

assistance will be slow to prod~ce resblts. 

Int~rnal reforms, 
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including the control of inflation, internal savings, 

technical assistance, io~eign loans for basic facilities 

or capital imports for expanding production, all th.ese 

take time to bear their fruits. But the f a ct remains 

that unless the process is abruptly interrupted by 

a wor~d . depression or a world conflict, the trend is 

upwards. Contrary to \ihat vJ"e can predict for Europe, 

the rate of. gro1r.rth in the underdeveloped areas Nill 

not decline. It is more likely to rise. And the 

long-term trend is thus towards more international 

trade between the advanced countries anG. those ·tttrho 

need. cap1tal goods and can provide raw materials and 

food. The prospects are that as development pro gresses 
commercial 

the range of/exo~ange~ should cover an ever increasing 

variety of goods. 

The picture 111Te have drawn till now indicates the 

scope of the changes in structure the world is facing, 

In order to consolidate the standard o~ living it has 

so painfully regained, Europe must expand its exports. 

It l!lust do so in a free 1-'rorld smaller than before the 

war. Since it has been impoverished by the war and is 

already preparing for a possible new one, it must 

sacrifice some of its home production ln favor of 

rearmaments and foreign.markets before all the ruins 

h~ve been fully rebui~t. The trend towards development 

in the other areas of the world should progressively -
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as their own structure improves - provide the markets 

and supplies which Europe needs. At this very moment 

the shift of emphasis from rec~nstruction to long-term 

slow expansion is taking place. Can this bridging~over 

period pass withouttoo much pain ? Can the u.s. remain 

indifferent to the manner in which the transition Nill 

take place ? Is that what the proposals aiming at the 

elimination of foreign aid mean ? 

As you all know, the v.s. occupies noN· a central 

position in the free world, I am fond of saying that 

not only has . the v-;orld grown smaller but the u.s. has 

grown larger. Your nation~l interests extend from 

Germany to Korea and yo~ oannot ~erlously diaregard any 

free country anyv.rhert;;. More t l'la.l'l that, you are among 

the belligerent oount:r'ies of ~vorld Vlar II the only one 

who - in spite of 1 ts losses - pas r .eally grotvn richer 

in prod.uctive capacity .and in income, You are the only 

country v-.rhich is strong eno'Ugh to undertake leadership 

in the rearmament effort and carry it through to the 

tune of over $60 b1lf1on a year without breaking the 

back of your eQonomy. You have remained a creditor 

country.and considerably increased tnis position since 

theNar, +n 1939, both your investments _abroad an~ 

for~1gn 1nvestmenta her~ amo')nted to ~12.0 5 billion. 

Net, they cancel~ed o~t. A~ ·the end of 195~ your 

investments abroad were nearly ~37 billion, while foreign 
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investments here - both at lo~g and short term - did 

not quite reach J2l.2 billion •. Your net creditor 

position was over $15. ·5 billion.. If you add to this 

credit all the amounts you have mad~ available since 

the war in grant form through ill~RRA, the Marshall Plan 

and the n~~erous special or technical assistance programs 

some $20 billion altogether, irrespective of military 

aid is the extent to 'tvhich American resources have 

bee~ placed at the disposal of w·orldeconomy after the 

'"'ar. And this has been possible v.ri thout slowing d<;nttTn 

either your reconversion or the rearmament program. 

The transfer of these resources was expressed in the 

balance of ~ayment surplus of the u.s. 
Your goods have become necessary to the v.rorld 1D 

an extent which is not matched by the need you haye of 

other peoples goods. The dollar gap is just that. 

You are, it is true, the largest importers of aluminum, 

bauxite, manganese, c~omite, tin, lead, zinc, newsprint, 

coffee, sugar, rubber. But you are also ~ I should say 

again - because this ~"'as not quite as true during the 

depression - a considerable sou~ce of food and raw 

materlals to the outside world,_quite aside from 

machinery and consumption goods. You~ '"'heat atld cotton 

exports alone ~mounted to ~2, 5 billion in 1951. ~vi thout 
itself · 

these the vTorld 9annot continue to feed/ or run ita 

industry today.· Your foreign ~oans and grants have 
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placed into the hands of your customers the means to 

buy these things. Thanks to the progress made since 

the war part of them they 9an no'"' produce vJithout 

calling on your assistance. But does that mean that 

they can soon earn them and not receive them on credit 

or .as a gift ? 

Opinions differ on this. The more pessimistic, 

looking at past performances .and the new widening 9f 

the dollar gap in 1951, look towards continued assist

anqe from the U •. s .. or at least continued discriminatory 

measures against u~s. goods to maintain the present 

precarious balance. Others, considering the distinct 

dov.rnward trend o.f the dol:).ar gap over a per;iod of years, 

feel that while no one measure can possibly eliminate 

it, a balance is in sight provided: 

monetary policies in Europe keep imports at a 

low point, and this means internal stabi~ity as 

well as possibly some cost adJustments, some 

would say exchange rate adjustments. A change 

in the price of gold is sometimes advocated as 

one means of making this easier. 

military assistance is not discontinued but 

maintained and if anything made more flexible; 

the U,S. follows a pol1oy of lower tariffs and 

takes in more foreign i~ports; 

u.s. exports o·f capital in every form are stepped 
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up to the point 1·,rhere European suppliers can 

earn some dollars in international trade Nith 

the underdeveloped countries. 

If I were hard pressed, I would probably confess 

that I am inclined to agree Hith the more optimistic 

view provided there is not an abrupt stoppage in foreign 

aid to Europe but a smooth change over. 

My main reason for this attitude is that require

ments of the European countries for internal reconstruct

ion purposes are bound to gro~r still smaller, allo1·!1ng 

Europe to concentrate on fostering export~ t:lhile 

development should provide a wider market. 

It is natural that the prosperity of this country 

should have.become a matter of major concern ~o the 

whole world. I shall not dwell on this point. 

The position of the u.s. is not very different from 

that of Europe in this sense that the progress of the 

economy since the war was largely due to reconversion 

and rearmament _and also but to a much smaller extent 

to foreign aid. Reconversion is over, armament expend

itures are here to stay but are not likely to expand 

further. If anything they w~ll probably decline after 

a while. The internal market which cannot fail to 

expand in the long-run, and to a smaller extent the 

export market, will have to provide the incentives if 

the activity is to grow further. The prospects here 
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like in Europe are for a slower rate of growth and 

both internal and ~xternal competition will become 

keener. 

But even an expanding and sound economy is liable 

to suffer so-called 11 readjustmentslf - we had an example 

in 1949. Hotvever optimistic the rest of the world can 

be as to the ultimate development of the Un1 ted Sta.tes 

economy, t~ey watch 1 ts month to month evolution 1r11 th 

great care. They know that even a slight rec~ssion 

here may mean disproportionate effects abroad. Raw 

materials prices have now on the 't·rhole declined to a 

level which is in the neighborhood of pre-Korea; the 

windfall which some underdeve~oped countries have 

benefitted by has disappeared. A small diminution ln 

u.s. activity would mean a sizeable diminution in 

exports fro~ these countries and from Europe also for 

that matter. This is one more reason why the rest of 

the world feel so dependent upon the United States of 

America. Not only have the policies of your country 

a great influence on the1~ future, but. what ~ffects 

your daily life affects theirs more brut~lly. 

It is 1nev1table that during the transition to a 

competi t1ve "ror~d vJhere the long-term hopes are linlted 

to the progress of underdeveloped countries, the eyes 

would turn again to the most po"Yrerful partner of the 

Free World~ and people should ask whether the india-
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pensable policies to be followed in the u.s., i.e. 

more liberal trade policies and further encouragements 

to capital exports, including encouragement to the 

lending operations of the International Bank, t-rill be 

followed with energy and cons!stency. 

In the picture I have tried to draw for you the 

so-called advanced t·rorld "'rill have to fall back more 

and more on long-...run stinu.lants - population grO'tith, 

poductivity, rise in income and distribution of income 

to replace the stimulation of war ~nd post-war emergency. 

A welcome addition will be the stimulati9n due to the 

progress of the underdeveloped countries. Just as 

in the internal economy of any country changes in 

structure can be facilitated by credit and savings, 

the international adjustments can be eased by movements 

of capital. If I plaoed so much emphasis on them, it 

is not so much because this is my trade but because 

they constitute, l think, a tremendously important 

marginal element not only to cover deficits of a 

temporary - may I eay again transitional - character, 

but even more constructively for the all important 

purpose of bui~ding up the new world now in course 

of development. 



D.i,.ee.w.~\ prononc& par M. ~onarQ. ti.st,. Dir~ete~ ci• 16 
DiYiSi9n 4e~on.$lu$ de la Banque l.nt·e:rnat.ional~ pour la Re.const~tiDn 
et 1e llwelQppom.ent l la ;re~"Qlt; ~£!e 1~ Societa mte1"nanomle per la 

Qrg~auione Intrw~zi~nale,_ 
Rome·, l.e 18 avr11 1953 

Je ~a~s ~oto~ment. sensi\\.le, 4 tt R«meur que mf a fa£~ la 
ltllci~l pou:t l•organi.sa.tion. :tM-{::l!tlattonal~ en me dettatldant de pa:tl~tl:' ce 
Soir. L'inth&G qu~ pm:t~ v~~s _,s; I~ s'ttjet .~to. J& 1~ ~~~ s-outenu 
et vivace at, lllOft- optdt auj,~ •hut 611 -voos parlant d' tll'1e insti:b'u.tion 
internati.,nale A laqu~lle v0S ~henbants ont p4'1--t1eip&~ ave·~ aut.h~'' 
et efficacit~ est seUl(J'Mtlt- ~YOU$ ~1rmer ·combien votre· int~lr#t est 
justifie. 

Ce que vous attendee de J110is je le prlsume, e•dt de vous 
d~crire le rSle de la Banque lnterna't.iotJalt:. Je ~oudrais e·ssay~ d.e le 
fairs en- vow pr4s·entant .drune pa:rt le-s prlncipes qui servent d-e base A 

" nos aetivi.tls &t d·• tauttte put le prob1~nte$ ~llels nous nous heurtons 
·et les solutiOn$ que nous tlehons de leur donner. Le nom m~me de not" 
institution_, Banque In-twnationa1e pour la Reconstruction et le Developpe
ment, indiqu. bien les pr~occupations essentieUes de ses fondateurs: 
aider l 1 1 ~limiftation~s ra~ages de la gu&r.re, aider a l'expansion 
~conomique sOU$ to't.ttes ses f'ol:'mw~ en particul!EJJt' datla 118· pays et les 
r~gions sous-dlv:elopp&l. te moyen.. prin<dpal par lequel c.ette aide doit 
3tre im.partie par n-®.S ee sont les 111oUYements .de c.apitaux. JJfais il 'VOUS 
apparal:~ra jtesplre, au .eour:s de mon expose~ qv.e nous avons tent& d' ~1argir 
eet-te conception et de ~0-urntr not:re aide S·oll$ des £onnes peut-8tre moins 
financ*es male bien ne-cessaires,. 

pendant tout le XIX• .n~cle et jusqu*·l la -deuxi~ guerre mon• 
diale, lee transterts de capita.ux entre.!n&s par le$ ¥\tO biles si !om et si 
pe:rsutants de 1 1 initiat,ive individuelle ~et du. profitil ont. rendu des ser• 
viees -qu& 1 1 on n 1a j-amai.s appriei's suft:tsarranent. Si, par 1a masse des 
fonds m:Ls en mouvements l'Angleterre et la. France d'abord, puis p:tua 
rlcemment lea Etats•Uni~,J ont occu.pl le premier rang. d' aut~s pays nt en 
ont pas mains jou~ un rSle de grande importance, Je pense ! l'Italie, la 
Belgique~ ltAllema.gn$ et. bien entendu A la Ho~nde, A la Suisse et l la 
Sulde~ . · 

La crise de 1930 d6j4, et 1a seconde guerre mondiale plus re
cemment, ont r£v'l' que les 61&-nenta de risque que compot1;ent les op~ra
tions de financement international n' 'taient pas ais&s ! juger lleur 
juste m.esure. Il est naturel qu 1! une ~pcque O't dans la plupart des pays 
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la monnaie n'est pas convertible, o~ les transferts de 
capitaux, et meme parfois le transfert du service des 
capitaux etranGers investis sur le territoire, sont 
soumis a un controle, ~ une epoque ou les chances de 
conflit - a:rme ou non - ne paraisse11t pas aussi eloi
g1As qu 1 apres la premi~re guerre, le capitalists priv~ 
hesite ~ s'engager seul, sauf dans les domaines oa la 
prosperite et la paix semblent le mieux assurees. Des 
avan t la fin de la s uerre, ceux qui s'effor~aient 
d'ima Giner les prob lemes de la paix, se rendirent compte 
que les besoins seraient imrnenses, mais aussi C]J. e 1' eco
nomie privee ne pourrait probablement pas les satisfaire 
entiere~ent et qu'il serait aussi injuste qutinefficace 
de chercher ~ contraindre l'~pargne priv~e ~ prendre des 
risques qu 1 elle-meme n 1 estimait pas justifies. De 1~ 
naquit le concept de la Banque Internationale, fondee ~ 
Bretton r,oods par les accords de 194L~, et dont le Conseil 
se reunit pour la premiere fois en Mai 1946 ~ Fashinc;ton. 

L'idee fondamentale est la suivante: les 
gouvernements qui la composent souhaitent voir se develop
per des mouvements de capitaux, mais ils constatent que 
si l'epargne privee doit en etre ~ la longue la principals 
source, certains risques son t de nature a la. decourager. 
Ils constituent done une cooperative de credit et lui 
apportent d'une part des fonds liquides et d'autre part 
un engagement de garantie destine a rassurer le capitalists 
prive. 

La cooperative de nations qu'est la Banque 
comprend actuellement 54 membres, les memes que ceu.:x qui 
constituent le Fonds IJionetaire. Les pri..D.cipaux gouverne
ments qui ne figurent pas parmi nos actionnaires sont: 
l'Union Sovietique, la Su isse, l'Espasne, le PortuGal, 
l'Argentine, la Nouvelle Z~lande, Isra§l, et les pays 
danubiens. La PoloGne a fait partie de la Ban que ~ l'ori
gine et s'en est retiree depuis. L'Indonesie et Haiti, 
qui ne sont pas encore membres, ont exprime leur interet 
a plusieurs re prises. 

La Banque Internationals et le Fonds Hone
taire sont les deux seules institutions internationa.les 
ou le droit cte vote n'est pas e gal pour tous les partici
pants, mais proportionnel ~ leur souscription. Comma le 
montant des souscriptions est determine sur la base des 
capacites financieres et economiques de chaque etat, il 
en resulte que les charges et les responsabilites les 
plus lourdes sont echues aux pays que, faute d'un meilleur 
terme, on peut appeler les plus riches. Ainsi par example, 
les Etats-Unis ont un peu plus du tiers des voix 1 l'An
gleterre environ 13%, l'Australie, la Belgique et l 1 Itmie 
un peu plus de 2%. fermettez-moi d'ajouter aussit8t que 
pendant les sept annees de son exist~nce la Banque n'a pas 
eu de division des votes et que les decisions ont toujours 
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~te prises a 1 1 unanimit~. 

Ainsi reunis en cooperative les 54 pays 
ant commence par mettre a la dis position de la Ba.nque 
une contribution en especes. ~lle s'eleve ~ $19807~] 
millions, soit 20% de leur s6~scription totale. Sur ce 
montant, une 3omme de $1 : 62f- .y ~) m:l.lJ.ions (soit 18%) a: 
et;; versee a n :rnonnF.lie nation -s l9 et le solde, Cl80,3 
m::.llions ( ou ~:~ ) 9 :·.J. dollars ou en o :C'~ Comme la sous
cription de s E~;a t :: .. Unis est ( ! :':!. dcJ.1 .?. rs [} le montant du 
cepi taL liqnJ..dr? 0 T· :ce c t i vamer. t 3n d.o1lars ou en or 
at t.G in t ?u total ~ · ~ S2 ;. 2 mil1 ~ .. )ns o Le 1.,e s te, s oi t 
1 t I ' • l .$... - rt1- 1 c c' ,_, - c - "l • ' l • b ""! 1 ;> d 1 e qu :tva _ .en IJ CL8 'lr-· ~ _--:J::; 1 1. :nl.l. .J. :-'. uns a::; ·c :.t e .L e ans e s 
mor~naie:-3 respo0tivos de chacun des pays membres autreS' 
que les Etats-vnis~ 

Des l'ori g ine, on prevoyait que de nom
breux pay3 ne des:Lr>e.ralent p.:ls encou.rager les eJP ortations 
de ca p i t 8u:x Rlors gu 1 ils en :i !'l1.por t :=~ ient eux-rnemes pour les 
besoins de l e ~r propra reconat~uction et de leurs inves-
t . ' . 1 ., t 11 i •' .~ d ' ... 1.s se men cs; 9 "•J::! s :1. u~e c _a use I u -· e e nserea a pres 
la~uell9 l'u t~:.. J.l8 ~J~~ ion c'..e .s scus crJ.pt;ions en monnaie na
tionalG est .-:...") 1Jj11 5_ -:::;~ a l~f:IUtO~.~is a"i:; :}.cn du paYS dont 1a 
Banque dosil'<:") _9ro~.: G ·s:-' la monr.a :~_e ~ Les E t.at~ ~ Unis et le 
C d ' ,:J )' t. • .L ·' , .# 1 

Bns a n ous cn:c \.,;.(~nne unE-~ au ... :::; !."l.S 8 vlon gener3 9 concer-
nant la total :'i.. te de. leur so uscript J.on es pe ces; tren te 
autres pays DOU..S ont donne, SOU.Vent SOUS re s er•TeS, des 
autorisations totales ou pa rtielles. Je reviendrai plus 
lo i n sur l'intaret que prese n te la possibilite d: emprunter 
des monnaies autres que le dol l ar et sur le r3le que j oue 
a cet egard le capital dit "18%". 

L . t. ... , es souscr lp 1an s en espe ces ne represen-
tant cependant que l/5 de no tre capital s ouscrit, les 
4/5 re~tan t sont un enga gement de garantie. Il est 
exi3ible dans nt importe qu.e lle monnaie mais seulement 
pour couvrir les obligations propres de la Banque si ella 
ne peut y faire face par ses moyeus courant~ Son but 
est de permettre a la Banque de beneficier du credit de 
tous ses etats-membres, y compris les plus solides pour 
fai.re appel aux capitaux priveso Les §missions d 1 obli .... 
gations qu'elle peut ainsi lancer representant des mon
tant s sensiblement plus considerables que son capital 
es peces. Elles stelevent a 1 7heure actuelle a 510 
millions de dollars emis aux Etats-Unis et 57 millions 
de dollars au Canada, en Suiss~ et en Angleterre. Les 
souscrtpteui.~ 8 prives sont assures que le credit de l' ins
titution restera toujours tres eleve puisquten represen
tation de leur apport nous avons non seulenent les pr~ts 
que nous avon$ consentis mais encore la sarantie de tous 
nos etats mem.bres meme s' ils ne son ~ pe.s emprunteurs. 
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Ainsi dans ses operations la. Banque a une triple respon
sabilit~, l'une envers ses oblisataires, l'autre envers 
ses actionna ir·es d' abord en tan t que souscripteurs en 
especes et e galement en tant que garants des obligations 
emises par elle. 

En resume,le capital de la Banque sa 
compose aujourd'hui d'un montant total de $9 .036,5 millions. 
sur ce montant 80% representent l'engagement de garantie 
dent je visns d6 parler ~ 2% la souscription especes de 
tous les Et8ts an or ou en dollars et 18~ la souscription 
en esp~ces en monnaies nationales que la Banque ~eut uti
liser si ella obf.ient l'accord de 1'.8tat souscripteur. 

Dorenavant la Banqu8 polu~ ausmenter ses 
resf:;onrces dev:r- a les retirer soi t de l futilisation plus 
large du 18% de souscription des pays non-dollar, soit de 
ses benefices, soit enfin d'emissions d 1 obligations. 

Une ressource supplementaire lui reste, qui 
a pris une impox,tance croissante. C'est la vente per la 
Bonqu~ des titres qui figurent a son actif, les reconnais
sances de dettvs que lui ont remis ses propres debiteurs 
et qu 7 elle posse,le en portefeuille. Jusqu'a present, un 
montant de b7 millions de dollars de ces obliga tions a ete 
ainsi cede au marche ' dont 4•7, 1 millions avec la gara.ntie 
de la Banque Inte:L...,nationale et 20,6 millions sans cette 
gai·an.-cie '3 Dans la me sure ou la Banque a pour but de ranimer 
13 ffi8J:•che prive des placer:1ents a l'etranc;er, et c'est 1a 
un de ses objets principaux, ce type d•op~rations entre 
directement dans ses Qnctions et devroit constituer, si nos 
es poir·s se realisen t, un stimulant precieux aux mouvenents 
de capitaux spontanes. 

En vous enumerant les ressources dont la 
B~n9~? peut dispc~er pour ses prets , j'ai nentionne le~ 
beneilces accumules~ Ils comprennent d'une part une reserve 
generale de l'ordre de 70 millions et d 'autre part lli~e re
serve d.ite "specials", de plus de 32 millions de dollars, 
qui merite une remarque particuliere. 

Les statuts de la Banque lui imposent, tout 
au moias pendant les dix premi~res ann6es, l'obligation 
de prelever sur le service de ses prets une commission 
specials qu'elle est libre de fixer entre 1 et 1-1/2% par 
an~ Cette corunission doit s'acc~~uler dans le fonds de 
reserve speciale dont j'ai parle et etre placee de ma.n:I,.ere 
a etre toujours disponible pour couvrir les partes ~ven- . 
tuelles que la Banque pourrait encourir sur son portefeuille. 
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En pratique, la commission prelevee est de 

1%; elle s 1 ajoute a 1 1 interet payable par le debiteur . 
C' est peut-etre ici le lieu de dire un mot du mode de 
calcul adopte dans la f ixation des taux appli ques a nos 
prets. La Banque n'a pas juge possible de f aire de Gis 
crimi.nation entre ses em,runteurs en ce qu i concerne le 
ta ux diinterat. Ce taux est calcule pour chaque nouveau 
pret de la mani~re suivante: nous connaisson s le prix 
auquel n os obli~etions son t cot~es , les ~ch~ances eil s ont 
s u.:ffisa.mment var i ees 1~o ur donner a la Bangue Ull.e id~e precise 
du ?rix auq ual e l le pourrait se procurer des f onds pour une 
perio d.9 compa rgble o celle que devra co:J.vrir le pret auq 1.1el 
elle con s dJ~ t o U~B 16 g~re marge y est ajo~ t~e pour contribue~ · 
aux fr :J is ds la Banq'...l.e e t la cor.m1i s s icn s ;;e ciale de 1~~ s 1 ajou ..... 
te er~ .sus o I 1 en r8sul ts q·,J.. e le s d~->~."/1~_ e:. ... s prets que nous 
avon:::: 0ons c:ntis portent des ta ~1.x d! iEte .c·e t, commission con
pris e} var:Lnnt do 4-·1/8% a 4-7/8% s e lcn leur echeance o 

Telles sont nos ressources presentes et ~ 
venir ~ telles son t l e s C011ditions f i n ancieres auxquelles 
nous accordons da s credits. Voyons main ten ant quelles son t 
les op6ra tions de pr&t que la Banque a entre pri ses . 

~e total des contrats signes p ar la Banque 
s ' e leva actuelJ.eru0nt a 1.588 millions de dollars (' De dlJ.ct:ion 
faite des annulations et codversions, l e total net des px.,ets 
acc ord8s steleve a lv557 millions de dollars~ Voila les 
chiff:r>e3; 5.ls sont importants si 1 ' on con.sj_dere qut ils cons 
titt.:o:tJ.t lo rasu:i.tat de six ans d ' activit~ et qt,_'ils vont en 
s ~ ar,l}"'l if ia nt; le rytl:.me a c tue l de nos eng a geman ts {;tan t de 
l'ordra de 300 millions de dollars par an~ 

• .r.> ; , ... .J- ,. d Une questlon nous est .Li.,eq '..le r.:unent p osee a ceu e tSar • 
Quelle est l ' importance relative des operations de pret 
que no us fa is ens dans 1 ' en.s embl·e des mouvements de cq:pi taux 
internationaux? Plus particulierement puisque la majorite 
de nos prets a ete consen tie en dollars, quelle e st l ' impor
tan ce relative des exportations de capi taux amE3ricains faci ... 
lit§e par la Banque par rapport ~ l ' ensemble du dollar gap~ 
Les quinza cents millions de la Banque repr~sentent ~ peu · 
pres 15% iles sornmes apport~es par le Plan :rsarshall a la re 
construction europeenneQ Nos trois cents millions annuels 
ont repreDsnte environ deux cinqu iemes des exportation~ de 

•-t- !< , , • • ..... l 1 't . f •t l CBpl u8UX p:r~ .i.-11'68 a~ner lC8l.l'l S a e ranger 8.l es san.s e 
concours de la Banque, pe ndant les deux ou trois dern.ieres 
annees ~ Dans ces con ditions, r. ous di t - on , la Banque joue 
t-elle le r3le que l'on attenda it d'elle? 

Il est de f a it que les redacteurs de l ! accord de 
Brett0n Woods niavaient pas ~~e notion ex?. cte dss besoins 
de la recoDstrU('!tiono C-test seulement apres la cessation 
du conflit que l'i:mmensite des ruines est apparue claire-



- 6 -
ment. Mais il devint clair en meme temps que les 
capacites de remboursement des pays ravages ne suffi
raient pas ~ justifier des credits aussi amples que 
leurs besoins. Des dons s'imposaient pour un temps 
limitel Il fallait aussi un acte de gouvernement au
dacieux de la part dtune nation genereuse. Or le 
but de la Banque Internationals n'est pas de combler 
le deficit dollar du monde. Elle peut contribuer ~ 
cette tgche mais n'est pas destin~e ~ l'accomplir 
seulec Son out _'l.'est pas non plus de faire des dons 
mais seulemf:)nt de faire des cred::Lts remboursables. 
Enfin son but n'est pas de prendre des participations 
actions dans des entreprises priv~es miniAres ou in
dustri8lles, qui constituent la masse des exportations' 
do capitaux priv6s am~ricains. Notre but est de satis
f~ire les b0soins de credit legitimes des Etats dont 
la capanit§ de remboursement est satlsfaisante . C'est 
la con·:;inui t,§" de son role qui importe plus que la masse 
de ses~opera-rions a un moment de crise. Demmn comma 
aujourd 1hui, que1le que soit la politique d'aide exte
rieure d'un gouvernement partic~lier, elle peut satis
faire les besolns fondamentaux de ses membres que 
d'autres sources ne peuvent financer. Ce qui compte 
au~si c'est ie role de catalyseur qu'elle peut jouer 
en aidant les investissements consideres comme essen
tials et dont la r~alisation peut seule entratner l'e
pargne privee locale e t ~trangere a S I i:nvestir dans des 
entreprises productrices. 

Pour transrerer ces princip~s generaux dans le 
c~nc:et, je voudrais meintenant vous exposer plus en 
detall pour quelles raisons nous avons acco~de les prets 
don t j' ai parle et quels sont les elements que. nous pre 
nons en consideration lorsque les contrats sont passes. 

Lorsqu'une demande d'emprunt nous est presentee 
nous sommes tenus de considerer surtout trois auestions! 
1) Dans quelle mesure la nation emprunteuse a-t-elle • 
vraiment besoin d'un emprunt? 2) le produit en sera-t-il 
utilise ~ des fins productives? et 3) pouvons-nous 
raisonnabler..1ent escompter que le service sera effectue 
regulierement? 

~ une. 
Permettez-moi de reprendre ces questions une 

La Banque ne cherchera jamais a pousser un Etat 
a emprunter en devises etrangeres. Elle considere que 
c'est la un moyen extraordinaire qui ne se justj_fie qu'au 
cas oa les autres moyens feraient defnut. Elle n'a pas 
le dr~it non plus - ses statuts sont formels sur ce point -
de preter lorsque d'autres sources de fonds sont accessi-
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bles ~des conditions "raisonnablesn, ce qui veut dire 
qutelle ne se mettra jamais en competition avec le 
marche prive don t ~ au contraire, ella cherche a deve
lopper l'activite: Le jour ou grace £1 nos prets une 
nation aura attaint un credit s uffisant pou r e ?:n.pl'Unter 
directement sur le marche, nous estimerons avoir accompli 
notre tache~ La notion de besoin siiden tifie done avec 
les interets du pays emprunteur? C'est la une des rai
suns pour les quelles nou s e~aminons avec soin les poli
tiques financi~res et ~conomiques suivies ~r les pays 
me~bres avec lYespoir de d~celer si par des moy ens moina 
onereu x que l t Bffi !)rUn t e x terieur ces dorn iel"~S ne pourraiert.t 
pas a:::·rive~ a Je ~rs fin s'i Nous defini:r;i ons plutot les . 
b :~so ins G <)n1.":18 etan t la n ecess:Lte dT un a p port de ressour-
ces e x·:~eri e ures o l~O iJ.s fins.ncon3 durj.:~ de s be so i n s en 

"" "' J ' !> .¢> dovi s es etre.ngeres i pl 1J~s speai8 le~nent ceux qu 1 entra:...ne 
un ou une s e r i a d t inve s tis semen ts Q 

Ceci nous amene 8 la deuxieme question) a savoir 
que la Banque ne peut pr@ter que p our des fins producti
ves~ Nous pouvon s trouver natural QUiun psys envisage 
sans trop dlangoisse una rupture de liequilibre de sa 
balan ce des c0mptes pour une periode limitee, mais al ors 
nous devons postuler aue pendant cette p~riode las inves~ 
tisse ments s'accrottront, qu~ la production sera accele
r e e et qu'a la fin de la periode le meme etAt se retrou
vera avec un revenu national accru et un3 balan ce des 
COmp t88 Gli8lJ.X 8SSUree ( il est indispensables en effet 1 de 
llsr liun ~ liautre) et aua, par cons~quent, la charge de 
la dette ext€n,ieure sera cou vorte pa1l l1am~)llo~ation de la 
st:r.ucture ~conomique generale~ Il ne serait pas r&ison .... 
nable que la Banque accepta·iJ de financer pl.rrement et sim
p.le ment une augmentation d 1_l niveau de la consommation,. 
Si cette augmentation etai t fondee seulement sur 1 i assis
tance exterieure et n•etait pas accomp agnee d'u...-rl accro.isse
ment de la production et de meilleures perspectives de la 
bal ance des comptes co~rants: 1 1Etat e~prunte ur se trou
vera it' apres a voir epuise las fon ds dl e mprun t, cl ans la 
situation merna qui l'a p ousse ~ recourir a l'etranger. 

Je ne veux p as entrer ici dans tou s les details 
des problemas que p ose pour n ous cette notion d'in vestis
se ment productif. Qu'il me suffise d'ind i quer qu 'elle a 
et~ i n terpretee 9ar la Banque de la fa~on la p lus large. 
Pour la France et la Ho1lande, b~n~ficiaires des de u x 
premiers emprunts cons entis en 194.7 par la Banq 1-le, il 
s 1 agissait de rec onstitue r les stocks de ces p ays alor~ 
au debut de le u.r reconstruction et de mainte:nir un cou
rant normal d'importa tion s r:on seulement de machines mais 
meme de ma tieres premieres pour perme ttre a. la production 
de continuer et de s 'accroitre" Pour ]_a plupart des 
autres pays, il s 1 agit d'importations de biens d'equipe
ment proprement dits., lies soit a un prog ramme general 
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- c'est le cas de nos Prats ~ l'Australie - soit ~ des 
projets precis et approuves par la Banque. 

Les locomotives envoyees aux Indes ont permis d'acce
lerer sensiblement le rythme des transports. Les programrnes 
d'eauipament ferroviaire que nous finanqons en Colombie, 
au Pakistan, en Afrique du Sud et en Rhodesia du Nord ont 
le rn€5me buto Il en est de meme de ltequipement portuElire 
que nous financons en Turquie, en Tha!lande, ou des routes 

::> ' ~ de ColombiaQ Dans l+ pays nous avons largement finance la 
production electrique pour faire face aux besoins existants 
et eneourager 17E3tablissement de nouvelles industries. 
Li~quipemsnt ag~icole que nous avons financ~ dans 7 pays,· 
le pJ.~ogramme d ~ lrr•igation auquel nous n ous so mmes in teres...: 
ses en Th81lande :~ aux Indes et en Turquie , ou les entre
p~ts que nous aidons ~ etablir au Ni c e~agua et en Turquie 
doj.vent arc.eliore :~ la. quanti te et J.a qna.li-te des produi tfr 
agricoles qui sont la richesse de ees pays., Les haut$ 
fouPneaux et acieries que nous finan~ons au.x Indes repre
sentent une production bon marche diun produit indis pen
ffable ~ ce pays~ Le barrage que nous finan~ons sur le 
Tigre en Irak doit mettre fin aux inondations periodiques; 
qui sent un desastre pour Bagdad et ses environs~ Remar-~ 
quons en passant que, dans la plupart des cas, ces inves-- 4 

tissements appar teront une cont1•ibut:i.on directe ~. l recono
mie interne~ mais indirecte seulement a leur balance des 
paiementso Ce n'est done pas la rentabilite en devises 
etrangeres· des investissements qui nous sont proposes qui 
constitue la criterium essential, quoique dans les pays A 
deficit persistant ce soit un element important" C'est 
plutot la contribution qu'ils apporteront ~ l'economie 
generale et les effets plus lointains que le developpement 
de cette economie aura sur l'equilib1,e exterieur du pays. 

Un problema tres interessant se pose ~ cet egard 
de plus en plus freque mment. Dans les cas que je viens 
de citer l'urgence des depenses ~ faire etait evidente, 
Mais la plupart des pays sous-developpes ambitionnent tres 
naturellement d'accroitre leur outillage dans des branches 
tres variees. Leur capacite dtemprunt n'est pas ~llimitee, 
il faut aller au plus presse en premier li~u. Il faut 
aussi tenir compte du fait que si ces ressources ext~rieure&· 
leur permettent d'entrepre~dre certains projets, des ressour
ces interieures se trouveront par la meme liberees et po~r
ront s'investir dans des projets peut-etre moins urgents . 
La determination des priorites n'est pas une tache ais~e. 
Parfois les gouverne:-:1ents e'..lx-memes en sont parfaiter:1ent 
avertis, parfois nous avons eu ~ en discuter ave c eu.x. 
Enfin de plus en plus souvent il nous ant de~anci~ de recru
ter pour eux des missions d'~tudes dont l'objet principal 
etait precisement de les aider ~ etablir d'une part des 
p:riorites entre les divers investis s ements qu'ils desiraient 
et d'autre part l'ordre de gran deur general de l'ensemble 
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des L"lvestissements rendus possibles , soit par leurs 
ressources propres, soit avec l'appui des ressources 
etrangereso Nous avons envoye des missions de cet 
ordre en Colombie, au ~icaragua, au Guatemala, a Cuba, 
en Irak, a la Jamaique, au Su.rL":lam, en Guyane britannique. 
Pour l'etude plus speciale du secteur agricole et en 
association avec FAO, nous avons envoye des missions 
similaires au Chi~i et en Uruguayo Ces taches particu
lieres retiennent de plus en plus notre attention et 
nous avons la conviction qu'en pretant dans ce domaine 
ce qu'on peut oppeler notre nassistance technique" nous 
1.,endons un service auss i. grand qu' en apportant des moyens 
de finAncement, En effet, les deux obstacles les plus 
s&rieux su dGveloppement ~conomique sont ~ la fois le 
manq::te de capftaux et les limites pratigues a la capacite 
d~& ·:;~-:Jorpc~on d.es capitaux neufs, En aidant comme ella le 
fait fi l'etab1.issement de prograi~:unes ra:tsonnables , en 
appcrtar.t son aide technique a l'institution de banques 
de develGppemant nationsles, en pretant son personnel-
ou des experts recrutes par elle - cormne conseillers en 
mati~re d'investissement, la Banque a conscience de faci
liter l'elimination dtun des obstacles pratiques les 
plus graves ~u progres economique. 

Un dernier commentaire sur ces problemes de pro
duction~ jfai parle jusquva prese11t comme si nous ne 
faisions des prets qura des gouvernements. Il est exact, 
et ceci est une des exigences de nos statuts ;J q;J.e nous 
ne pouvons preter qut avec la garantie des gouvernemeJ.'lts , 
mais rienne nous empeche - et nous l'avons deja fait~. 
plus ieurs reprises - de prete::r direc tement a t::.ne ec. tre
prise privee ~ condition que nous obtenions la garantie 
de son BOuvernement. C'est ainsi que no~s avons mis 
90 millions de dollars ~ la disposition de la Braziliam 
Traction par un emprunt garanti pa:P les Etats ... Unis du 
Br~sil, et c'est ainsi que nous avons mis 26 millions 
de dollars ~ la disposition de la Mexican L~ght and 
Power sous la garantie du Gouvernement mexicaino Que tre 
soci~t~s de navigation hollandaises, sous la garantie 
de leur Gouvernement , ont requ les fonds necessaires ~ 
l'achat des navires de haute mer dont elles avaient besoin. 
Le Gouvernement belge a transfers l6 millions de dollars 
que nous lui avions avances ~ la Societe lJationale pour le 
Cr§dit ~ l'Industrie, qui ~ son tour, les a r~troc~d~s A 
trois entreprises priv6es belges~ La Herstelbank de 
Hollande a requ de nous 15 rnii.lions de dollars qu'elle a 
retrocedes a des emprunte:J.rs priveso En Turquie, tme 
banque nouvelle a ~te fond6e par des int~r&ts priv~s pour 
l'e~pansion ou la creation d'entreprises privees~ nous 
lui avons donne notre appu;l pour ses besoins de change. 

La variete de nos operations res$ort assez des 
examples que je viens de citer, mais notre constitution 
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est assez souple pour que nous puissions adapter notre 
financement aux besoins profouds des pays emprunteurs. 
Je n'ai parle jusqu'a present que du financement d'3-mpor,.. 
tations de marchandises liees avec precision a des pr'O'jets 
ou des-programmes bien de finis de . reconstruction ou d' in
vestissements. Tel n'est pas le caractere de l'appui que 
nous avons apporte au Congo belge ou comme vous le savez 
au Gouvernement italian. Dans ces deux cas, les nations 
etaient en etat de fournir liequipement industri~l neces
saire a leurs prograrrunes, mais 1 te;.p ansion economique et 
financiers resultant de ces programmes devait normslement 
ent:r:'atne::.~ des besoins de change certains mais diffuso 
Aut~Je~:J.ent dit, ltaugmentation du rJevenu national. devait 
fair0 sentir son poids dans la ba~nc0 des paiements cou
ren ·~;:- • JJ aussi bten par UJ.'le demende ac;~ru.e de matieres pre
ml3::•e3 quG par une demands de produi tfj o.e .con so mmationo - ~ 
C'est oe c~ut indirect · en devises du pr·ogramme dtinvestis·
senent que notre prgt ~ ltitalie etait destin~ ~ couvriro .J 
Les 10 millions de dollars pr&t~s ~ la Cassa per il Mezzo
giox,no doivent r:>ert'lettre de faire face au,x consequences 
indirectes du plan d~cennal sur les r~serves dollar ita
lienn~s pendant une premiere phase dtexecution~ Outre la 
mise Gn oeuvre du Plan decennal, la Cassa s'efforce de fa
cll:i.ter ltinstallation ou l'expansion dfindustries dans les 
r~gions qu'elle cherche ~ developpere A cet effet ella 
peut consentir des prets en lires aux entreprises priv~e s 
au moyen drun fonds special constitue avec la contra-partie 
du p:c-G·t de la Banqua Internationale. 

Nos amis italians nous ont souvent demande dans 
que lle me sure nous pouvions le s aider dans- leur poli tiaue 
dt§migration~ Dfautres pays ncus ont pose la meme question. 
N ous n' avons pas jus qu t a present eu l t occasi. on d' etudie;r 'un 
projet sp~cifique se rapportant exclusivement et directe
ment ~ ce problema$ Il semble bien que dans le domaine 
de la colonisation les incertitudes soient nombreuses et 
les frais eleves. Si un pro jet attrayant nous etait soumis 
qui justifie un financement en devises etrangere~,la Banque 
serait toute disposee, ella l'a declare souvent, e l'etu
dier de tres pres . Mais les mouvements de populations sont 
sensiblement plus vastes que ceux que peut comporter le 
transfert d'un villa6e ou meme d'une usine. Il importe 
avant tout de creer chez les pays qui ont besoin de main 
d I OeUVre UD de sir plUS Vif d I ae-:;ueillir des etrangers • 
C 'est directemen t ou indirecter[-~.unt 1' effet du developpement_ 
economique dans les pays qui DP sont pas s~rpeuples. Ainsi 
la Banque a conscienoa, en faisent ava -:.1cer l 'economie de 
l'Am0rique du Sud.9. qu'elle facilito par la meme et dans une 
mesure importante les mouvenents de population. Dans le 
cas de 1 'Australia, une des raisons principales pour les 
quelles la Banqn~ a desire faciliter le maintien du rythme 
des investissement s etait qu tun courant d'immigration 
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important con sti tua it un but du programme de developpe
men t du pays. 

Ainsi la forme que peut pren dre no tre assistance 
est a 1J. SSi variee que les objets al'...Xq uels elle peut etre 
consacr~e. Reste ~ en d~terminer le montant. C'est le 
problema delicat du credit. Les risques q~e nous so~mes 
a ppele s 8 prendre son t, par defin ition, ceux que le marche 
priv€3 n e pe u t ou ne ve u t pas assuner. Ceci ne veut pas. . ... 
d i re que nou s soyons prets a les assumer tous et bien sou
ven t on a dit que la Ba nque Intern ationals - certains meme 
le lui ant re proch6 - ~tait fort s~v~re da ~s ltappreciation 
de la ca paci te de remb oursen en t des na tions e mprun teuses. 
C'est ou1ict l' autre base fon damentalo ca no tre action 
vi en t ~ jou.c r ·; no u.s devons nou s as s ,..lr ~· r que les chances 
de rtL· l'b ours~Jment sont "ra iro n nables 11

, c ominEl d isent nos; 
s ts tu ·~---~ ., C6 ~i d6 pen d de t oute Ul! e s e r :i. e d' eleme D ts. Certains 
d'ent re eux seront evide mmen t d' ordre ps ych olog ique ou his
tori que: Oomm.ent le pays debi teur a-t-il trai te ses cre
an cie~.,n da n s le passe? Comr..-1ent les traite-t-il auj ourdt.h u i? 
ou encore Quelles chan ces le pays a-t-il de pouv oir p our
su~vre la poli ti oue financiers cor:1merciale et d' investis..
semen t~ qui par definition est a la base de la demande 
d' an pr~ t? 

I\llais il y a egaleme n t des problema s de fait: no u s 
avons d it que n on s trouvion s natu.rel qutune nati on en co ~1rs 
de develop pemen t acce p te p our s 1 e 9u i per txn. deficit da n s sa 
bal anc 0 des comptes, mats si ce deficit est du ~ sa politiqua 
finar:.c i ~~ re ou cora~e rcial e, ou me :m.e a une p olit ique d' inves
tisseme i.l ts exage res, un pr e t e x t er ie ur ris que d tetre moin s 
un supple ment n et qur un pa ll iatif , Nou s dbsirons hater le 
developpeme nt et n on pas f ac iliter un ~s age i rrationnel des 
res s ources nati on ale s. 

Le p r ogra nu11e ou l e s pr o~ets d 'iDves ti ss e men ts finances 
par nous ont pour but de modifie r l a structure econ on: i que du 
pays en ca use et pa r la l e nive 8u de v ie. Il n e suff it pone 
pas de prolonge r d an s l 'av e n ir les courbes d u pa sse. Les 
incertitudes des gran ds marches s uffirai en t ~ rendre une 
t e l l e pr~diction vaine~ Il f a ut t ~ cher d'imag iner quelles 
seron t les possib ilites de pr odu~~tion 'et d te qu ilibre exterj_enr 
- je ne veux j amais sG parer les ~eux - une fois achev~s le 
programme ou le s pro j ets.. Nous 3 orrm1es pa rfaitement .. con scien ts 
que d atlS bien des cas ltemprunt ~u. i l10US a ete de mande 
n'ach~ve p as de finiti~ emen t la i £ ch e desires. En r@ gle gene
ra l s nou s pre f~ rons ne p as ~ puis ~ r d ' un seul coup tou s l a s 
cre d its po~ s t ble s ~ Nr::n :t s acc ompl i ss ons plutot un premier pa s 
qu i s era sui vi d 1autr 6 s au fur 8G a mes ure que les besoin s 
seron t de Hon t res et ~ ·c.3 le re n d,6 nea t des premiers comme n cera 
a s e manife ster ~ Cte 8 t une de s ta c h es l e s plus delic ~ tes 
que de conv ain cr9 nos ~~biteu.rs ~ventuels qu'ils n ' ont p as 
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interet o accumuler rapide ment une dette exterieure consi
derable, mais qu e cette derniere portera des fruits autre
ment profitables si elle s'acc:r•of't len tement et ~ un rythm.e 
que neuvent supoorter et la nroduction interieure 6t llequi
libr~ e.xterieur: C '·est i.a b~sa meme de la contL"Yluite de nos 
rapper ts avec le s eta ts membre s. 

Avant de conclure, je voudrais insister sur l'aspect 
de plus en plus in te r•natiot1a1 de n otre institution. Au 
debut n ous avons s urtout preto des: dollars. Nous etions 
plu s riches en dollors qu'en ~onnaies moins fortes~ Les 
EtBts-Unis faiRDient de ltexpo rtation de.s cq:> itau.x un ele
men t C"3 leup poli"Cique et les pays emprUl1. teurs etaient pour 
la J;l_:~par ;:; desirBux non seulement de I")GGVoir des capitaux 
fro ~- ~:; mais de les reC'evoir en dol ::i...s rse Mais il est ranide
me11·:i appa:: U. que 000i risquait de li.ml.ter trop etroitement 
nos op6retions. Il ne foit gu~ re de doutes que les Etats 
Unis res to rOil t P8Lldant long temps le plus grand reservoir 
de coo. itau..x exportables et par consequent les plus grands 
expor·ta teurs nets' ma is ils son t loin d' etre l.e s seuls ex
port a teurs de eapitaux et bien des mouvements ont lieu a 
travt:(i~S le monde en d'au tres monnaies que le dollar'"' Dtautre 
part l i acc.roissemeHt de la l)roJ.uction dans les pays indus
trials a ~limin~ la n~cessit~ de demander ~ l'Am~rique du 
Nord lt~crasante majorit~ des biens d'6quipement n~cessaires 
au mondeo Enfin en l'absen ce de libre convertibi"lite des 
monr:ai..es la capacite d'emprunt de nombreux pays est moins 
grand8 en dollars quten autres monnaias moins forteso CVest 
en ef'fdt le ur eap ac5_ te de gagner le service des emprun.ts 
reQUS dans la devise emprm1tee et non pas seuleme~t leur 
capacite d'Eitablir l'e quilibre global de leur balance des 
compt(!S que nous devons cons iderer. 

Il etait do~c indispensable de nous procure r des 
ressources en monnaLss aut :r~es que le dollar. Au debut, seuls 
les Etats-Unis s'eta:tent sentl en position asse~ forte pour 
mettre a notre dispc.JHition la totalite de leur SOUSCription 
es p~ ces. Mais avec l'amelioration de leur situation d'autres 
etats membres parmi les pays L1dustriels ont consent i de 
plus en plus largement ~ l'utilisation des 18% souscrits 
par eux en monnaie nationaleo. :Se Cailada a libere la tots
lite de sa part . La France en·.riron }+O%~ Tout recemment la 
Grenda Bratagtle a an:..1once la li;)eration de la plus grande 
partie des sterli~gs souscrits par elle pour l'usage du 
Corr.u.'Tionwealth. Au tctal l'equi75lent de 97 millions de dol
lars son t ven us s'ajouter ~no~ ressources et sont deja 
~ffectes et des SOffiffieS importa~tes restent a employer. 

Un8 autre sou rce de monrn ies autres que le dollar 
est const:~tuee par nos emprlli"lts a~1 Canada, en Angleterre et 
en Suisse, au total pres de 60 millions de dollars. 
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Gra.ce ~ eel a le s emprun teurs de la Banque don t · 
les pers~ ctives dollars sont mains bonnes que leurs 
perspectives g1oba1es so.:1t en mesu::ae d'~ importer plus de 
cap:i.tRt:.:;: c Lc~ Youg ("'slavie ne doit a la Bauque qt::.e des 
moj-:.Y~.a i.es aur•i)f•-3ee r'.o3) l•Isla·.1(v3 AU3 Sic En outre:: et ceci 
nV 2St pa -S neglit;ea>le, J..es iD.d~str - iels 3UrOpC~ 8D S peuvent 
coPq nerir des mar'::.h8s q~:ti scu·Jent ne leur seraie~t pas 
OU V3 rts S i le f' iD8i"'.. C6:118D ~ n t 8V a it paS e te . a CC orde par la 
Banque. 

Il e.s"'c pe·u.~ -etre utiJ.e . de souligner ici que la 
Banque s lest -:Joujcu.rs pr~eoc~~t~yee d 1 enco ~.:rager la concu;
ren ce int8rn.8tiona J.eo Elie sr:..co t~t r2. ge l2s emprunteurs a 
fair-a dea ~1PIYJ}_n d;offr ;-)8 sL:.r· une 1;~'8 0 i n terJ.'lationale, et 
a pJ.us i&i.:;.I'S - r'8 oris~".:)S elle a ata a:n':"· j-,{·e a utiliser des 
doJ.~: .ars pour f'inan'-·er d 9S m.a:::•chand ~ SCS <?Uropeen.es a livrer 
~ 88 S e mprunteu:r•s o .Aiil Si peYJ.:la ::l t 1 1 ann ee au ),0 juin 1952~ 
plus de ?.5% d.ss v0rs eme.u:; s af" r,ectifs faits par nous ~ nos 
am:;:>runteU!.'S ont e·ce dep8nses ~n biens dlequipe:r.1ent et en 
services en provenance dt}_j urope~ Pollr una partie le fi-

~ '· ~ , 1 . +· • nancemenu a eL-e assure par es souscrlp vlons en monnales 
europeanne s, mais !_lour une partie importante aussi la. 
Banque s'est procur~ ces devises au moyen de dollars. Ce 
fut la una soLrce de revenus dollars pour les pays e~cpor
t ateurs d'Europe. 

Au tre aspect international de nos operations, nos 
empruc.~.t s emis en dol1a rs aux ·Etats-Uni s sont maintenant 
cotes ~ Paris, a i~msterdam.et a Bruxelles& Par la meme 
des fonds dollars provenant d'u.ne epargne non americaine 
pe uvent ~tre mobilises pour des op~rations de la Banque. 
Elarg isse me ll. t du ma rch e de nos tit1•es mais aus si co~l tribu
tion directs ~ notre devel opp ement et ~ celui de nos ~tats 
membres. Nous souhaitons viveme ~l.t voir nos titves traites 
sur tous las marches finan ciers importan ts. 

Voila Messieurs, notre mecanisme, voila les pro
blemas fon d amen taux a:J.xc;uel s nous nous heurtons. Je n' ai 
pas besoin de vous dire qu 'ils changent de pays ~ pays et 
d'annee en annee, qu 1 aucun cas n e ressemble au precedent. 
ce s ont les traits gene raux et com.m.un s que j 'ai ten te de 
tracer pour vou. s.. 1'/.iais uae C..ernlere question se pose, elle 
c onstituera ma con clusion. QuGlles son t les perspectives 
d'aven ir de cette institutio~? Elles sont evide1moont liees 
a l 1 evolution economique du nonde.,; La recon.s tru e tion, en 
Eli. r ope, e t la recoDvers ion de 1' indus trie a ux Etats-Unis et · 
au Canada ont eta d 1 immenses stimulants de l'activite econo
mique, ma is leur (::~ ·~fat ten d i1 s 'at-Gsnuer\) Le rearmament 
mondi al, intervenu spr~s l'ouvertura des hostilit~s en 
C , 1 ,, d l ... oree, a non seu~ement cree es c~arges tres lourdes mais 
~ galement se rvi d8 stimu~ntv D~s l0rs que la masse des 
i nves tissements et ~e.lle des depe1lBo S militaires tenO.ent 
~ se stabiliser, lieffet de stimulation tend de son cote 
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a s'attenuer. En outre, des pays de plus en plus nombreux 
aspirent ~ la stabilit~ mon~taire et cherchent § ~liminer 
le-stimulant d~formant de l'inflation. Il faudrait done 
s'attendre non pas a un ralentissement economique mais 
san.s dou.te ~ un--certain ralent:tsse~en t du ta 1.lX -de crois
san~~e de l'activite economique dans le mondeo Il faudrait 
s'attendre a une renaissance de la concurrence sur le plan 
nat i onal comma sur le plan intern.ational~ Ce11e-ci devrait 
nor:ualement avo2..r un effet sur les prix, elle devrait aussi 
entrainer des chE~ngements de structure~ Certes les elements 
qui ant et~ ~ la base du progres economique au com~s des 
cent dern7..eres ann&es continueron-t a joueru Accroissement 
de la po:;;'i~lati:ionJ augmentation de la pro<iuctivite, redistri .... 
but ·i~-n dns revenus sont autant de i'2ot0u:"s dont nous savons 
qu 1 i13 sont puJ.ssants mais leur eff'et; 8st lento 

Copendan t la premiere partie du XX.e s ie cle &l rev.~ J.e 
un fait nc\uveau, ou plus exactement un mouvement dont la 
force s'est accrue si rapidement qu1il est appa:ru comma un· 
faeteur considerable, c test le desir des pays sous-develop ... "' 
pes de particlper plus pleinement au proc;res economique, 
Dans le monde entier, le developpement economiqlA.e est davenu 
un arpel urgent~ Je ne vous parlerai pas des obstacles qui 
sty opposent; ils sont nombreux et souvent bien connus_, mais 
il est certa~ que les pays avances comma les pays sous--de
veloppes sont d'accord pour estimer qu'il sera de l'in teret 
du monde en tier d t attenu.er au mains les differen ces enormes' 
de r s venus entre les pays avanc~s et les pays sous-dSvelop
pes ~ com.me en I ·ijalie on cherche a a. ttenuer les differences 
de revenus entre le Nord et le Sud~ 

Si rna prediction est juste et si nous entrons de 
d ... , . ... il t . nouveau ans une ere ae c onc1.1rre:l·1 ce a l gue, es vrelsem-

blabla que les pays sous-.deve l oppes offrent un marche que 
les pays avan0es ne peuvent negliger. Le grand obstacle 
sera d'ordre financier et il me para!t evident que pays 
exportate v .. rs aussi bien que pays importateurs qui. composent 
notre ins-t;itution, demanderont aux soy.rces du .financement 
international de faciliter leu~ tache ou leurs ambitions~ 
AU moment oh ltaide financiere du Gouvernement americain 
ne para!t pas sus~eptible d'accroissement, bien au contraire, 
il serai t normal que les yeux se tournent vers· la Ban que 
Internationals et que l'on recherche plus activement encore 
que par le passe dan s quelle mesure elle peut contribuer 
~ faciliter les changements de structure dans les pays 
neufs comma dans les pays anciens, ~ ~largir le commerce 
international, a consolider l'equilibre du monde et a deve~ 
lopper son bien-etre. -
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A few months ago, I accepted serenely the task of leading off tonight 
with the subject of the interplay of political and economic developments. 
Coming right down to it, I was not aware then of what I was letting ~rself 
in for. Ho-vrever, I did not -vrant to back down. Even if it did not make · 
for a good speech, it would, at least, make for a good discussion~ 

The main difficulty is that the basic assumption is so widely recog
nized that it hardly needs arguing. Everyone of us is aware that there 
is an interplay of politics and economics. Historians fight today about 
the role of economic factors in starting ·the Civil. ~-Jar; they have not yet 
agreed on the extent to which economic, or hume~, or cultural factors 
started in 1776 what one of ·nw British friends refers to as "the unfortun
ate separation"'~~· 

There will, therefore, be no conclusion to my address tonight, except 
that today as well as in the past the businessman has to take account of 
the political framework he lives in, and the politician must recognize the 
importance of economic considerations. The purpose of my speech tonight 
is only to expose in some detail how presently this interplay of politics 
and economics comes to light~ 

Let me make it clear to begin with that I am not thir~ing of ~nternal 
political developments and their effects on internal economics. As a 

. foreign guest of your country, I 't-vould run the risk of being dragged into 
discussions whi9h are really not within my province. I am only talking 
about international developments. The reason for my audacity in tackling 
this complex subject is that it is one whieh, willy-nilly, pervades our 
thinking at the Internatio~al Bank. We cannot think of the credit of our 
member countries and their prospects without taking into account the 
present shape of the political world. 

One of the questions we are asked most often at the International Bank 
is the extent to which political factors influence our loan decisions. It 
is easy enough to answer in general terms. Our .~ticles of Agreement make 
it plain that we must not take account of political factors when we grant 
a loan: we can underline the fact that we have followed this rule. 

We have lent to Colombia, in spite of the fact that its government 
could not be described as fully democratic, He have lent to Yugoslavia, 
which has a Connnunist regime. V.Te have lent to Turkey twice·, once when it 
was under a system of controlled elections and a second time after the free
dom of elections had overthrown the previous · government~ To surn up, we have 
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on the whole disregarded internal political f actors where we felt that 
economic conditions and prospects warranted our taking the financial risks 
involved in a loan. 

More than that, we have accepted external political risks. 1.\Te have 
not only lent to the relatively sheltered areas of Latin America, South 
Africa and Australia; we have not only accepted the average war risk 
involved in lending to Western Europe (France, Belgium, Holland and Italy) 
or to South Asia (India and Pakistan); but we have also made loans in 
countries bordering the Iron Curtain or trouble areas (Turkey, Yugoslavia, 
Finland, and Thailand). Therefore, we can say with a clear conscience 
that our lending has not been influenced by political factors. 

l would not be completely truthful if I did not point out that in 
apparent contradiction to this general attitude, the Bank has indicated 
to Poland that it could not pursue negotiations vdth her ru1d has never 
encouraged Czechoslovakia to enter into negotiations in spite o£ the desire 
clearly expressed by the Czechs. As you probably l~ow, Poland actually 
withdrew from membership and Czechoslovakia, while still a member, is only 
present at our annual meeting and takes absolutely no part in our activities. 
Poland and Czechoslovakia are instances where we can say that it is not the 
political developments but the bearing of political developments on economic 
conditions t...rhich have been a deterrent to our action. It vTas felt by some 
of the member countries represented on our Board that Poland and Czechoslo
vakia, in turning communist within the framework of the Cominform, had lost 
the freedom of action which wotud allow them to dispose of their foreign 
exchange earnings tn accordance with the best interests of their ovm country 
and that therefore the servicli1g of a ·loan from the Bank might be jeopard
ized by pressure from outside. 

This particular case of the Iron Curtain countries is a dramatic example 
of the influence which political considerations may have on economic devel
opments. But there are many more instances of this interplay, and this is 
the subject I vJould like to discuss here tonight. 

lJe 'trJould rightly claim that political considerations have not dictated 
our loan policy, but we could hardly sustain the vievl that political events 
have no effect on the economic considerations we must take into account in 
our lending policy. Quite aside fron1 the two countries I have mentioned 
before, which are in our customar;y- jargon "behind t he Iron Curtain", there 
are many instances where international politics affect the whole economic 
structure on this side of the Iron Curtain. I would like to submit to you 
tonight two such instances: 

1. the slot-ring do-vm of the so·called East/vJest trade, 

2. the effect of the aggressiveness of the Soviet bloc 
on the relationship between the United States and two 
countries which have wide international responsibilities, 
that is, Britain and France~ 

I t-rill also give you some instances where attempts are being made to achieve 
what may well be described as politica,l aims through the means of economic 
action. 
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I. Eastj\vest Trade 

This is a case where the deterioration of political relations between 
two groups of countries has brought about a s~awing down of international 
trade, with harmful effects undoubtedly on both sides of the Iron Curtain. 
I am sure that you vtill realize that in trying to describe this particular 
aspect of the · world picture today, I am not implying that politics is a 
valid motive, but it is a fact that polit~cs is ~ motive and what I want to 
describe is the effect that this motive has had. 

Vijrile reliable data are difficult to find, some rough estimates have been 
made. They show that the total foreign trade of Eastern Europe including the 
USSR has increased by about one-third !rom 1938 to 1951 - this is at constant 
prices - that the trade among the Eastern European countries which used to be 
a small fraction of their commercial activities before the war, has increased 
tenfold; that their exports to China have probably increased correspondingly 
but that their exports to Western Europe, which represented two~thirds of their 
exports before the war, have !allen to abo~t one-seventh of their present exports~ 
or one-fourth of the pr~war volume. Imports have followed roughly the same 
pattern as exports. In other words, trade between East and West has not ceased, 
But generally speaking, it involves much smaller quantit~es and amounts than 
prewar. The evolution. that brought this abo~t is~ combination of economic and 
political factors which are difficult to untangle. 

Among the economic factors we can define two: in the first place the 
degree of destruction existing in the East at the close of the war was con
siderable and the output was not sufficient to permit any s~bstantial volume 
of trade. In the second place, as Soviet ~nfluence became more powerful, all 
the countries of the East were pervaded by the economic policies of the USSR: 
he~vy investment, industrializationJ certainly also armament production and 
more or less agrarian refor~s. This m~ant that as production picked up, more 
and more of it was absorbed b,y either ·internal needs of the countries themselves 
or the needs of their Eastern neighbors. At the very time when several countries 
of Western Europe were hoping for a revival of their exchanges with the East 
and when conferences after conferences dealt with that subject without tangible 
results, it was stri~ng to note that the attempts to sell Eastern commodities 
to the traditional buyers in the vifest were not stepped up and that delays in 
deliveries from the East were not uncommon. 

As to the political factors, there were two outstanding ones: in the 
first place the ver,y extension of the power of Moscow conveyed the economic · 
policy concepts which I have described; it also conveyed the idea that aut• 
arachy for the Eastern group was a good policy, irrespective of the cost; 
that exports were necessary only to the extent that necessary import goods be 
received, not to the extent that they allow these imports to be made at 
a more .advantageous cost. The purpose of this autarchian attitude is 
obviously a political one: j~st as Russia in the inter-war period, just as 
Hitler's Germany, the Eastern bloc today wants to reduce its dependence on 
foreign supplies ·and foreign markets a~ m~ch as possible. Dependence--and 
I will come back to this idea several times tonight-.ctependence is an expres
sion of solidarity, and solidarity is only acceptable among equntries or 
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groups which have common interests. 

The second big political factor was, of ~ourse, the increasing tension 
with the Western world. As the world si tua.tion grew more menacing, nations 
after nations set up export controls for security purposes. These controls 
were acclereated after the Korean.war. There is a complete embargo on arms, 
ammunitions, atomic energy materials, and a virtual embargo ori industrial 
and transportation equipnent of primary strategic significance. In addition, 
there is a system of selective controls designed to limit exports of items 
which might contribute significantly to the Soviet military potential. Since 
trade is done on a purely barter basis, exports did not bring to the East the 
things it wanted and there was no incentive for the Iron Curtain countries to 
develop outside markets. 

We have no basis to judge the extent to which the East has been handi
capped by this situation but we know that the decline in trade with the East 
as compared with prewar has undoubtedly been a cause of economic difficulties 
to Western Europe. The Eastern countries exported in 1938 the equivalent 
(in 1950 prices) of roughly $2 1/2 billion. In 19511 the figure was a little 
over $600 million. The difference had to be received from elsewhere and to 
same degree the continuous deficit ~f Europe towards tne North American con
tinent can be attributed to the need for s"Q.bstitute sources of supply.-

The case of grain is a clear one. Grain expar ts remain at less than 
half of the prewar level. Soviet exports_. always an erratic i ~em. have risen 
above prewar, but o~er Eas te:rn countries which provided the West with an 
average of some 2 1/2 million tons in 1934-38 were only supplying 300.,000 
tons in 1951-52. 'I1mber exports followed the same trend. It is known that 
production has increased but in 1949/.50 exports of sawn softwood to West_ern 
Europe were only qne-fifth of the prewar volume and the figures have been 
even srnalle r since . ., As far as coal is concerned, Eastern exports had revived 
and reached a maximum in 1949. In fact Poland, which apquired ~he Silesian 
mines after the war, mane.ged to export 15% or 20% more coal to the West in 
1949 than in 1938. But since then coal exports declined both in 1950 and 
1951. 

On various occasions, public declarations were made in Moscmv ar else
where tQ the effect that an e~pansion of trade with the West wou1d be desir ... 
able~-or even easily feasible. Raper ts trom the Moscow economic Conference 
of 1952 indicated that the Eastern delegate spoke in terms of doubling Eastern 
exports. During the last weeks, newspaper accounts of the conference held 
in Geneva on East~West trade have sounded a similar note. It· is impossible 
to know how seriously these declarations of intent must be taken. In view, 
however, Qf the absorption of raw materials and the increase in consumption 
brought about by industrialization and urbanization, it would be un~ealistic 
to expect anyt!U.ng like a return to the prewar picture. 

I have already mentioned the general effect on Western Europe. Let me 
mention more specifically one or two countries. First, Yugoslavia. Before 
the war, its pattern of production and trade was rather oriented towards the 
West. As long, however, as the country was a member of the Cominform, it 
carried on most of its exchang~s vvith the East. 'Ihe abrupt break with Moscow 
forced Yugoslavia to turn about once more and it has been able to recover its 
former lines of supply and its outlets without wo much difficul-ty. In fact, 
it is relying even mor~ on the Weet than it ever did, Austria, on th~ other 
hand, traditionally oriented taw~+4s the lower Dan~be basin, found it very 
difficult to adjust to a new pattern. · Its present pos~tion is one of a 
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creditor on current account with Western Europe, a strong presumption that a 
reorientation is slowly taking place. 

I have not spoken about Japan and China. The case is so well known that 
it is hardly necessary to comment on it. lf Japan is to be deprived for a long 
time of its relations with the mainland of Asia, it must perforce adapt the whole 
economic set-up to the s.earch for custon1ers and supplies in the free world. This 
does not mean only a difficult peri~ ahea~ for J$pan, it means also increased 
competition among the free national. 

II. Atlantic Community 

I have just discussed a case where political considerations have a nega
tive influence on the economic welfare of the free wor~d. Let me now pas~ 
on to another aspect of the political division of the world in two blocs; it 
has also had pos.itive effects: the American foreign aid ·program has been 
motivated to a large extent b.1 the desire to establish and maintain a standard 
of living in Western EurQpe which would be c~mp$tiple with social and political 
equilibrium, and by the desire to assist these countries in carr,ying the fin
ancial burdens which their political position as members of the free world imposes 
upon them. · 

In seven and a half years, from the end of European hostilities in 
mid-1945 until December 1952, the u.s. Government ~d its agencies have made 
$8 billion of loans to Western Europe (O.E.E.c. countries), and $22 billlon of 
grants. The total of aid was therefore $30 billion. Sa.called economic aid 
which has strongly decli~d over the last two· years represents $26 billion, and 
military aid which has been climbing since Korea, almost $4 billion. Out of the 
total of $26 billion of grants and loans representing economic aid to Western 
Europe, $7.3 billion or 28%went to the United Kingdom and $5.0 billion or 19% 
to France. These two countries together have, ther~fore, received the :J_ion's 
share of your aggregate con~ribution. 

Tbe budget for the fiscal year 1953-54 is not approved as yet but the 
intentions of the Administration hav~ been recently announced. They show 
an important intended contribution to Nato and Indochina and there is little 
doubt that the United Kingdom and .France will again be the larger beneficiaries. 

In spite of this, the United Kingdom and France do not seem to have re
established their economies on as firm a basis as, say, Belgium or the Net~r
lands. Their balance of payment position has not improved to the same degree 
as say, Germany's or Italy 1s. Convertibility of the pound or stabilization 
of the French franc wou+d be signs of complete recovery. It might possibly 
be achieved in the foreseeable fqture, especial~y the former, but we know 
that it will not become an accomplished fact immediately. In spite of that, 
the u.s. administration does not seem to doubt that the U.K. and France ought 
to receive further militar,y and financial and financial assistance. 

The reasons allegated for the sizeable differences in degrees ·or rehabilita
tion are manifold. lt is said~ and quite rightly, that Belgium suffered less 
destruct.ion than most European countries. It can be said that Germ~y and 
Italy were so close to chaos at one time that any measure of financial re. 
trenchment was acceptable to a despairing nation. It can be saict that in the 
case of the Netherlands that thanks to a long tradition of social peace and 
prosperity they were able to. achieve a high degree o! political ~nimity 
and that this explains the way in which the country accepted the sterll restric

. tions on consumption imposed by the los~es ot the war~ineluding the loss of 
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Indonesia. ·All this is true eriough. But then if we Sl2ak of retrench-
ment, economyJ restrictive financia~ policies ·as causes where a better 
balance is realizeq, we m~st also recognize that in the cases where balance 
does not appear close at hand, cU..seq'ttlibrium is due to over-extension. By 
this I mean that same European countries have assumed obligations and burdens 
which may be considered excessive in the light o! their awn resources. 

The point I am trying to press is this. It is true that the u.K. and 
France are over..extended, but the U. S. poli~y-:-makers have realized ·that this 
very Ov~r~xtension is in ~he interest of the whole Atlant~c Canmunity or, 
even better, in the interest of the Wes~rn World. 

You are familiar, I am sure, with the famous principle of the tlu'ee 
circles which our British friends like to propose as a definition of their 
position in the world. Our interests, they say, are threefold. We a.re a 
European power, we are a Commonwealth, and we are an Atlantic power. · These 
three fields of activity and the ties they involve are Uke three eccentric 
circles. They do not cover ea~h other exactly. +here are important zones 
whe~ our interests as a Commonwealth nation are in contradiction with our 
desire to cooperate fully in Europe or to concentr$-te on OUT sole duties ~e 
members of the ·A. tlan tic Canmuni ty. 

In economic tenns, this is even more striking~ Had the United Kingdan 
been able to look after it alone when the war came · to an end her balance would 

· have been reestablished a long time ago, ,fmq indeed, wQ.:i.le it still has a 
dollar deficit" :tt as l~ng since recover~d overall balcn ce in !ntemat~onal 
payments. · B'Q.t the aim of the United Kingdom 1~ not to be balanced; it is 
to achi~ve such a sUrplus ~hat it can ~onUnue to export, capital to the other 
members of the Canmonwealth. · 

The best known aspect of ~his p~:rticul~r problem is of course the ster..
ling balances. They acc"Qmula te(i dUring the wa.r a~ a res~l t o£ what, in the 
final analysis, amounted to eredi ts given to Engla,nd by the membe:rs o£ the 
Commonwealth. When they nQW ask the U.K. f~r rele~se of these balances 
either in sterling ~ in doilars~ they q.sk for a re~:vment o.f' capital, and 
for the U.K. these relea~es, ~ e.f'.f'ect, are 4U1 e~ort o.f' capital, i.e. a loss 
of resources~ London has been a'ble to accum~a w more balances in ·the 
colonies' account while it w~s re~eas~g - balances to Egypt, Indi~ or Australia, 
New Zealand or -South Africa. But on the whole, it has sin~e the war repaid 
more than it has reee~ved,. · 

ln ad~tion to rep~yment ~.f past c;:redi-t;,s, England-has .expa-ted long-tenn 
private capital mainly to Australia and South Atrica. It has also made 
grants for the relief and rehabilitation of European countries, and has ex
ported s'Q.bsUmtial amounts of' grant money ~d long~term loans to its colonies, 
thus reducing tne cre(ij.ts which it was rece~ving f~an them. 

All in all, i.t may bt said that very lit1ile of the resources which it 
has received as .postwar assistance from tpe United S~tes and Canada have re
mained in the economy of the United Kingdom~ I do not h4ve cam?lete figures 
but we may say that from ~d~l94S to +952 i~ h?-s :rece~vad in loans _anP. grants 
from U. s~ and Canada $8~ 7 bil,~ion. · In turn it has re.,..exported al;>out $3 
billion of private ~ap:\.tal 4nQ ·over. $4.$ bill~pn of gov~rnment loans pnd g~ants. 
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In other words, it has had both for itself and for the benefit of the sterling 
area of which it is the banker, ~he full benefit of the dollar exchange con
tributed by the Un~ted State~ and Canada; but in tenns of aggregate resources 
it has kept only a fraction of that amoUnt and has re-exported roughly seven
eighths of it to its associq.ted states. Th~ bull( of the rehabilitation of 
Britain proper has been made on t}le basis of Britain 1 s own resources. 

This is not the end of the story. The sterling releasee and private 
capital exports can be defined as contributia~ to investment, i.e. to the 
development or· underdeveloped areas of the world. But especially s:$-nce the 
East-West struggle has culminated in the Korean conflict, military expenditures 
have been a constant drain. Overseas troops are scattered in many areas 
around the globe; they are still figh~ng in parts of Malaya and in other JR rts 
of the Commonwealth. Finally., reannam.ent comes on top of it all and England is 
now expected to spend about l2% of its gross national product on its defenses. 
This is almost double the 1938 ratio. · 

The United King dan is undoubtedly over...extending its expenditures. 
The same is true of France. The French do not speak of t~ee circles. They 
speak of three vocations, but they mean the same things : Europe, the French 
Union and the Atlantic. They have a more complicated internal picture and 
undoubtedly more conflict between Parliament and Cabinet. · They h~ve had to 
rebuild and reorganize more. In 194.5 their production was less than one-half 
of prewar while in Brit~n it was slightly more than prewar. But this ·is over 
now, except for the frightful l~g in housing construction. Meanwhile 1 their 
budget deficit is bigger and · has been ·more persistent than in Britain and they 
have not yet re-established overall balance as Britain did, But when one goes 
through the ledger of their expenditures one cannot but be : struck by the 
similarl ~y between the two neighbors. 

If t~e French could be told that the internal problems are the only ones 
that matter they would have little excuse for their present precarious state 
of balance. But their responsibilities ~re not limited to Europe. They also 
have exported eapital to their dependent territories. The grants and loans 
received between mid-1945 and 1952 fran U. S. and Canada amounted to $5 billion. 
But their awn grant and loan contributions to their overseas territories have 
exceeded $1 billion. Together with the continuous surplus of trade they are 
financing with their territories~ the total resources transferred ~o the de
pendent areas must have been at least $2 billion. Add to that the cost of the 
Indochinese war currently estimated at over $1 billion a year and it is clear · 
that while French rehabi+itation has been made po~sible by North American 
assistance, a part or the resources imPorted by France as aid - perhaps not as 
big a part as in the case of England but ~ ~ubstantial one in any case - haa · 
been re-exported for development of underdeveloped areas, troops stationed 
abroad an4 defense in Asia. The general re~rm~ent effort here again comes 
on top of it aU. The defense expendi tura~ expected fran France this year are 
at abo~t the same level relative to national proQuct as f~r Britatn, around 
12% • {Figure for u.s"· - 14%) 
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What do all these figures poin~ to __ ? U.K. and France have more commitments 
outside their metropolitan territory than any other European powers. Their con
tribution to defense is expected to ·· be around 12% · of gross nq.tl.. -1al product while 
most other European countries are .expected to contribute around b% or less, This 
means that their political role is expected to be larger, both in absolute · terms 
and in relative terms. Their over-extension in the economic and financial fields 
is due to their global responsibilities. Development, and defense are two main
stays of the policy of the West, actually the two main . objectives of the Atlantic 
Community. What they do in these fields is aclaiowledged to be in the conunon 
interest of the Western world by the other countries including the u.s., I should 
say beginning with tlle u.s. · 

And this, I think~ explains why the continuous support of your country, 
military and financial, is being given to them in spite of the fact that they 
cannot claim to have fully restored their external position. The alternative 
would be to tell them: retrench, limit yourself to your own European territory 1 
forget about · deve~opment, defens~ and Asia. But then someone else wo~ld have to 
take their place, because the role they perform is in the interests of the whole 
Western world and deserves therefore the assistance of its leader, . the u.s.A. 

III. .Influence of Economic Factors on Politics 

The two examples I have given you tend to indicate that the political co~ 
stellation of the world of today is in certain respect a fa9tor of weakness, in 
other respects, a factor of great stre.Pgtn. They also show that political ten
sions or political friendships lead themselves into econo~c non-dependence, or 
economic interdependence. The question then arises, can the process be reversed? 
Can economic actions have an influence ·on political differences? I am not refer
r _ing here to the well-known attr~butes of traditional. imperiali~m or to the 
spirit of conquest which have often been ~scribed to the desire to wield more 
economic _ power. I am referring to more peaceful aims and to the attempts re
cently made to e~list polit~ca~ ~ooperation among nations b,y bringing about ec• 
onomic cooper~tion. 

We had. recently a few instances of . such endeavors. I wi~l not deal with 
them. in detail but wo-ul-d like to underline ·their importance~ 

As you may remember, an attempt of ·this kind was made by t,he lnte~c:tio~al 
Bank ·when Iran end the . U.K. asked us to . try and find a temporary soluti-on to 
their differences. The flow of oil had stopped, the refinery was idle and the 
two parties could not come to term~. The Bank .did not tr.y to bring about an 
agreement,- neither did it try to arbitrate bebveen the ~o contenders: it only 
tried to find a practical means by which the exploitation of oil could be resumed, 
without prejudging any settlement of the .out$tanding lega~ and political issues.• 
As you know; our attempts were not successful and the negotiations between the 
two powers do not seem to be proceeding satisfactorily. 

Our effort failed !or two reasons: . (1) The Iranian Government~-~ctually, 
Dr. Mossadeq--w~s unwilling to let British technicians ret~rn tQ the oil fields, 
in spite of the fact that they were the only technicians available in sufficient 
number to run the fields and refinery. · (2) The Iranian Government insisted th~t 
the Bank agree to act solely as the agent of Iran, whereas the whole basis of the 
Bank's intervention was that it would act without prejudice to the inte~ests ~f 
either Ir~ or the United Kingdom. Yfuen we finally agre~d about a year ago that 
there would be no point in trying ~o negotiate any further, the I•a~ans told us: 
"The whole trouble was tnat for us, this is a political quef;Jtion, and you looked 
at it as an economic questiop•• • 
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There is another case where we made an attempt to deal with technical 
economic problems independently from the political issues at stake, in the hope 
that economic benefits may accrue to both parties and that suspicions and bitter
ness may be q.llc~.yed. I am referring to the Indus Valley controversy between India 
and Pakistan. 

The partition of the two countries took place in 1947. Quite aside from 
the problem of the refugees and the horrible violence which took place at that 
time in the Indian subcontinent, quite aside from the Kashmir dispute, some very 
irksome problems came to the fore. The settlement of refugee property claims is 
perhaps the biggest of the financial problems outstanding between them, trade 
difficulties of enormous magnitude were inevitable to a certain degree but were 
considerably amplified when in September 1949 India d~valued its rupee while 
Pakistan retained its previous parity~ There is competition in jute growing and 
jute processing; there is competition in cotton growing and cotton processing; 
there is competit~on for outside sources of suppliee and for foreign outlets. In 
short, before partitio~ two-thirds of Pakistan trade was with India; today t he 
proportion is only one.third. 

Where the tragedy is really at its worst is in the lndus Valley. The Kash
mir dispute is a territorial one in the traditional political sen~e, but water 
is involved in the Indus controversy: water and wheat fields, the liv~lihood of 
millions. Long before artition the British who have done a remarkable job of 
development in old India, had encouraged or directly partic~pated in the irriga
tion of vast ar~as of what is now largely West Pakistan. The canals which spread 
the waters of the Indu$ · tr~butaries did more th~n allow for improved watering; 
they actually opened ~p desert lands and brought tpem under cultivation. Of the 
some 75 million acres of cultivable +and in the Indus basin, 23 mill!on were ir
rigated at the time of partition, of which roughly 18 are now in Pakistan and 5 
in India. Sefore partitiQn there wa~ no problem of division of t~e waters. On 
the basis of over fifty years of improved irriga~ion, plans were drawn to increase 
the utilization of the waters ~:1:.1 along the course of the river and its tributaries
some of the projects were to be located in what became India, some in what was to 
become Pakistan. Moreover, the h~adwaters and some of the distribution locks 
were located in India. In other words; if India goes ahead with development pro
jects on the course of the headwaters, she can be suspected of disregarding 
Pakistan's needs, and in the immediate present She is, at least gepgraphically 
speaking, in a position to cut off some of the water supply, i.e., the very life 
of Pakistan. It is easy to imagine what anxieties ·such a situation ~ay foster in 
the minds of neighbors who have several points of d!spute quite unrelated to the 
problem of water. Even between states of this count~, water rights are an ever
recurrtng and difficult problem. When the states are not federated and when they 
have recently seceded !rom each other, and have numerous other outstanding problems 
between them, territorial, commercial or financia~, iss~es such as wat~r rights 
are infinitely more ·complex. This is why Mr. David ~ilienth~l auggested in August 
of 1951 that this problem should be looked at from a technical sta~dpoint. And 
as you know, the Internation~l Bank has offered to facilitate ope or several meet
ings of the technicians of both sides to a~low them to examine the problem in 
common as if it were purely an engineering study. We strongly hope that if this 
turns out to be a s-qccess, many of the other problems dividing lndia and Pakistan 
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will become easier to solve .• 

As you may know, the Bank has persuaded the two sides to consider at 
least the technical aspects of the water question. Indian and Pakistan 
engineers, together with Bank engineers, have now had two extended series of 
meetings. Technicians of the two sides have nearly completed the gathering 
of the hydrographic and topographic data required. · We will all sit dawn to
gether again in Washington next September to begin drafting specific recommend
ations and to draw up estimates of the cost of dams and other works that may 
be required to increas~ the usefulness of the Indus waters. 

As wa.s not true in Iran, we have -not yet, at any rate, encountered any 
rigid political attitudes on either side; in fact, government spokesmen on 
both sides, including Prime Minister Nehru of Indi~ himself, have given their 
public blessing to this joint undertaking and the Bank's role in it. We our
selves have and inducement to off~r, since both Pakistan and India may reason
ably hope that the Bank will be willing to consider the foreign exchange cost 
of whatever projects and programs are agreed on. Finally, the question of 
water is so literally a matter o! life and death for so many people on both 
sides of the border that in this case we may still hope that economic consider
ations will overcome political tens-ions. 

One last exam~e: European cooperation in the economic field. Through 
its economic assistance the U. S. has induced a degree of cooperation among 
Western European CQ\.Ultries which was unthinkable before tne war. The .OEEC 
which was originally created for the purpose of dividing American · aid~ has 
turned out to be a powerful instrument .fQr reducing trade barriers among the 
European countries. One of its by-products, the European PaJnnents Union, has 
extended financial support and financial advice to the same group of countries. 
Finally, the Schuman plan, a purely economic organizatj.on, has been a.do}t ed by 
sovereign powers as a means of linking them toge·ther. This last example ·is 
perhaps the clearest of all; the participating countrie~ .have relinquished 
their sovereignty rights as far as tariffs, freight rates, price fixing are 
concerned for all their coal and steel production. They hope that by with
drawing from national controls these basic industries ~ strong causes of friction 
amongst nations will be eliminated, and that by creating more economic inter
dependence in Western Europe political conflicts will become less lik~ly. 

In the cases I have just mentioned, the conscious aim was to use economic 
weapons to improve political conditions, but there are infinitely more cases 
where the same process ~s !ollowed unconsciously. Combination of interests, 
business relations, e~ansion of international trade throughout the world bring 
fresh encouragement to the advanced and less advanced countries alike, and · the 
hope that there is after all .a peaceful _path toward general welfare. 

Whether these developments are financed by institutions such as ·the Inter
national Bank or by private interests in their pursuit of higher profits and 
enlarged business the results ought to be the same~ If through these channels 
links can be created which make countries more dependent on each other, more 
ccmplementary to each other, then · finance and business will have perfonned not 
only economic functions, but also moral and political functions. · 

. , 
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ADDRESS to the T0\1:·: HALL 

of ll>S AHGELES 

May 19, 1953 

Trade, Dollar· Gap and Investments 

hr. Chairman, Gentlemen, 

wben some twenty-five years ac;o - that dates 

me back to before the great depression - I took my 

first trip to the rn1ted States to learn something 

about investment banlcin€;, some of my ljet.v York friends 

referred to me as "you peo!'le from Europe". To them, 

the Old ~~orld was eta tic, managing a nice piece of 

property but not reall:r g·oing ahead. And truly there 

t-.ras · more dr!ve, more cor.,fidence !.n human ~;ot~nt1al1ty 

on the West of the Atlantic than on the East. After 

\iorld ·~-tar II, three years ago, one of my :,roung relatives 

NhO had spent some time in a C~l1forn1a UnivP.rsity 

came to visit me in ~~sh1ngton. HA pers1sted.1n 

referring to me as uY0'1 peo~'le from the F..r.st". 'I'o 

him there Has bet't'leen the· two sides of this big 

cont1nant of yours the sane difference as that which 

existed between the tHo sides of the Atlantic. And 

indeed, Gentlemen, l··henevPr I visit yo 1lr part of the 
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United States I cannot help being impressed by the 

drive and hopefulness '-th1ch characterizes the West 

Coast. 
.. 
This 1s why, when you honored tne with an 

inv1tat1en to speak before you, I thougl1t of a subject 

which would not betray too much the supposedly hardened 

arteries ot a European who lives on tne East Coast ot 

the United States. That the state or the world 1s not 

ideal is only too obvious, but I intend to show that 

there are elements ot balance and of progress and 

perhaps this audience is more able than any other to 

share l'r1th me the dynamic view wh!oh Juat1t1es my bas1o 

optimism, 

I. - Improvement 1n the World Picture 

The postwar ~eriod is over. In a human sen~e, 

we remember still the moral and physical sutterings. 

There 1s no forgetting the lost lives, and ~any ruins 

have not been rebuilt. But in an economic and statistic

al sense, we t1nd that the world population has risen 

higher than prew~~ Industrial production is on the 

average 87% 'above 1938 and the volume ot internat~onal 

trade has 1noreae~d by 40% during the same period. In 

other words, the etfeote or the war on production and 

on income have been more than erased by eight years ot : 

normal gro,'lth, hard l·Jorlt and international cooperation. 

True, this ,..,ae made possible by the fact that 
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great centres of production were unaffected by the 

war. The United States, Canada, Australia, and even 

the United Kingdom were producing more 1n 1945 than in 

1938. True, North and South America, Africa and some 

parts of Asia increased their output of ra\v me.terials 

during the war period. The oapao1 ty 11as therefore 

available when the need f9r reconstruction substituted 

the need tor a war effort. In addition, unprecedented 

generosity on the part of . the American nation facilitate~ 

the transter of these resources to those who needed them. 

Finally, there was another powerful element, the accept

ance by the devastated countries ot lower standards ot 

consumption, their willingness to forego an immediate 

return to pre~.,ar food, housing and clothing conditions, 

for the purpo~e ot investing more in the rebuilding ot 

their country. 

But now we are reaching a new stage. Broadly 

spe~t1ng, reconversion and reconstruot1on are accomplish

ed faots. The spurt in rearmament prov9ked by the 

Korean war seems to "have run its oouree. Unfortunately, 

defense expend1 tures remain higher than we had hope·d 

at the end of \iorld \var II, but they ure not likely 

to expand much more. As reconstruction has progressed 

all over Europe, the desire for monetary stability, for 

individual savings - for convertibility - 1e replacing 

the desire for a rapid build-up, and the need for 

investment at the expense of consumption becomes lees 



aoute. All this means that the big stimulants to 

eoonomio activity wh1ch have played such a tremendous 

role over the last seven or eight years are losing some 

ot their strength. As production curves flatten out 

all over the world, competition for suppl~es and outlets 

becomes more acute in international trade. Germany and 

Japan are quickly joining in the race a·nd in the absence 

of more trade h·ith the Soviet blook, the area in which 

this compe~i t1on is at play is narrowed d.ot~n to the 

free ~'orld. If an all-out lt~ar is not 11ltely for to

morro"'• ~hen the t~rorld must settle for this agitated 

peace of ours in a. pattern \lfhioh has some chances of 

lasting. 

The return to some kind of stability makes 1t 

natural that every country should take a good look at 

its own pos1t1on and should reflect on the changes of 

structure which are involved. 

Does this all mean that economic expansion is 

to stop ? In other words, do balance and stability 

mean stagnation under conditione of bitter oorn~et1t1on ? 

Some people express appr~hens1on as to the trend of 

business 1n this country. Would they be justified in 

saying that - aside from some readjustments ~rh1ch are 

always possible - the outloolt for ~·'orld trade is dim 

simply because expansion will slow do\'Jn ? 

The answer 1s amphat1oally NO. A slot·ring do,·m 

of the process of grot·:th does not mean a decline. The 



elimination of excessive demand fostered by 1n:f'lat~on 

does not mean disappearanoe of international trade. 

hore compet1 t1on does not mean less exchange of goods. 

Even if reconstruction and rearmament have lost their 

power of incentive, there remains t:pe immense marJcet 

called the underdeveloped countries. There the needs 

\•'ill gro~ . ._r as economic strength grows. The dr1 ve for 

development has become a movement ~,rhich 1n the long-run 

should be as strong as the need for reoonstruct1on 

but much more durable in nature. The demand for 

equipment and the higher qua.l1 ty products of the 1:.ore 

advanced countries \'Till only be l1rr.1 ted by the ~apac1ty 

of the underdeveloped countries to pay for them. This 

durable and wide market, ad~ed to the continuous demand 

for more exchange bet\.;een more advanced nations, 

provides a reliable and expanding basis on wh1oh 

1nterna~1onal trade should thrive during the next 

decade a. 

II. - The Rogd to Equ1l1br1~ 

. ' 

Two remar1-:s seem in order at this po1nt. First, 

the balance is no~ yet tully restored otherwise 

oonvert1b1l1 ty of the main currencies "'ould be an 

accomplished fact. Second, the long-term prospects 

are favorable. 

~s to the first point, there 1e still a surplus. 

1n the current balance ot pay~ents of the United States • 
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~here is still a dollar gap. In spite ot the faot that 

1n 1951 Western Europe succeeded 1n importing in volume 

ll% less than 1n 1939, and at the same time succeeded 

1n exporting 40% more to the world and 65% more to the 

dollar area alone, a series ot elements such aa rr1oe 

movements, additional military expenditures abroad and 

debt charges prevent a . eatiefactory balance. But this 

is not the whole story. l.fore importe.nt is the P'- ttern 

ot trade. The role ot the dollar area as a supplier 

to Europe has increased, the role ot the Commonwealth 

and of the dependent territories 1s unchanged but other 

areas have decreased their share .in E1lr0pean imports. 

Not only Eastern Europe, wh1oh 1s largely re-oriented 

by political considerations, but the rest of the ,.,orld 

1nclud1ng . non~dollar Latin America has reduced 1ts 

supplies to \festern Europe. This 1s one or the 

unfortunate effects ot what I would call unbalanced 

development.. I mean the tendency ot · several under

developed countries to turn away from export markets 

and .to ·turn to their internal market. To be fair, one 

must add that this 1e also due ~o the fact that 1n v1ew 

of the higher prices commanded by their staple commodit1e£ 

these countries were able to export less 1n order to 

receive more f1n1shed products, In short, some structur

al changes in the \·rorld trade rela t1o.n.sh1ps have talten 

plaoe ~.rhich contribute considerably to the present lack 

of balance, and thus account for the trade restrictions 
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and d1scr1m1nat1one which Europe has had to impose on 

its importers. 

On the other hand, the prospects are tar trom 

untavorable. This large American surplus was to a 

considerable extent financed by your oontr1but!ona. 

The United States willingly shared their wealth with 

others 1n the reconstruction period and ,rov1ded the 

world with ~ore goode and servicee than they received 

1n exchange. Your country t1nanoed the. d1tterenoe ~r1th 

loans and also with substantial grants. But the post

war reconstruction has alreadY brought dolm the surplua 

1n your balance ot payments from ~7 billion in 1946 

to some ~1.5 billion in 1952, The tren4 1e det1n1tely 

downwards. The extraordinary assistance wh1oh you 

granted so generously to sat1sty a rood-hungry, raw 

materials-hungry, maoh1ne~hungry Europe 1e det1n1tely 

waning. 

Moreover, looking into the long-term -ruture, 

we cantoreeee rurther improvements. As inflationary 

forces d1m1n1sh in Europe and ae savings rise, the 

demand tor consumer goods imports should be turther 

redueed. In addition, the relative, 1r not the absolute, 

share of American exports in international trade 1a 

bound to become, broadly epeak1ng, less important as 

the United States ceases to be the dominating eupplier 

ot certain vital commodities. Cotton 1e gro~m in more 

places, ".rhea t is returning to pre~·Tar :Production in 
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Argentina and Australia, oil discoveries are exploited 

all around the globe. A~rica is increasing its product

ion of copper. Fruit growers and machine manufacturers 

alike have increased their oapao1ty outside the Borth 

American continent. It is not likely that th~ "t-rorld 

may stop needing or ,,ranting American suppl1es. But 

what 1s likely to happen is that as additional require

ments come to light more and more of them ~·,111 be 

satisfied from non-American eouroee. 

At the same time, your own need for foreign 

imports can only increase. The Paley Committee forecast 

that within ten years your imports ot essential ra~r 

materials w1ll have increased by one-fourth. There 1~ 

no reason ~.,hy this should be l1m1 ted to ra~f' materials. 

The lt~hole 1-ange ot your imports should be similarly 

arrected by rlsing income in the United States. (Unless 

ot course, th1a oountry should resort to 1ncre6 sed 

protection, lt~h1ch God forbid. ) 

In the long run, therefore, the trend should be 

tot-rards more balanoe bet\-reen the goods and services you 

otter to the lrorld and those you acquire from the out

side '"orld, .Thanks to continuous and ~rorld-wide 

structural adjustm~nt, the outlook 1s a return to 

balance 1n international trade and the .abandonment ot 

trade restrictions and . d1sor1m1nat1ons, But not 

overnight - over years. 
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The question t~en arises how oan the return 

to balance be hastened. Hastening the return to real 

balance of international payments 1s important not only 

for the non-dollar world, 1-rhich at present et1ll receives 

aid to make both ends meet, but equally to the dollar 

world itself. It is the dollar world whioh provides 

this aid, and it is against 1ts exports that d1scr1m1nat-

1on is '"r1dely applied. . The ta.x payer and the e:cporter 

have mox·e than once expressed their impatience about 

this state or afta1rs and the rosy prospeote of balance 

1n the long-run whioh I have described seem a little too 

remote to the respons1ble statesmen both here and abroad. 

How to hasten this process is easy enough to describe, -

dl!tio~lt to aohieve. Quite recently, last February, 

the traditional recipes were outlined once more in a 

report to the Pres1~ent by the Publio Advisory Boar~ 

tor l4utual Seour1 ty •. Let me just repeat them again, 

Europe should establish and maintain sound financial 

pol1o1ee, thereby eliminating inflationary foroes, 

curbing the excess demand for imports, and making it 

easier ~o orient its pattern of production tot·rards 

exports. The underdeveloped . areae should have a policy 

ot more balanced development. Without neglecting their · 

internal expansion they could rely more on their export 

potentials and provide ~urope and north America "t11 th 

more imports ot staple products. Finally, the United 

States could reduce barriers to imports, Trade not aid 
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is too well kno~m a slogan to require any :further 

d1scuss·1on today. 

III. - Role of Capital Movements 

Even assuming that some at least or these 

pol1o1ee can be progressively put into practice, that 

a determined and oonoerted ettort ie made to hasten 

the return to complete balance, a considerable number 

ot uncertainties 1s still t~eaten1ng ; much flexibil

ity 1s needed to carry out changes in production patterns, 

to sustain etab1l1tat1on etforte and to foster economic 

development. Inte~nat1onal movements or capital ~rov1de 

the anst~er to this. They have involved considerable 

amounts over the last tew years. The United States was 

the biggest but by no means the sole exporter or capital. 

The bulk or the ct(.,i tal movements t~as due to the efforts 

made by your country and others to keep the flow of 

trade going in the absence of a balance of internatbnal 

exchanges, And merely by moving goods - whether equipment 

goods, raw materials or food- it became possible to 

invest more. If one looks beyond the immediate purpose 

ot the grants in aid: relief and rehabilitation, one 

finds that they have directly or indirectly contributed 

to the investment act1v1 ties ot the countries ~lhich 

received them because in every cas~ they allowed them to 

rebuild core qu1okly, and because 1n some cases they 

allowed them to re-e~)ort ca~ital. to other countries 

where investment lA~as talt1ng place. · 
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Next to these important movements, whose 

apparent purpose was trade or ,.covering the dollar gap", 

important transfers of capital were directly motivated 

by the desire to foster investment proper. They inolud

ed some grants as well as government and agen~y loans, 

in addition to traditional priv~te investment. But 

here also the effect was double. Direct~, they fao1l-

1tated investment ; indirectly, they assisted trade 

and helped to cover the deficits in current transactions. 

lviy argument today is that as ~i·Te approach a 

balanoe, otf1cial ass1stanoe directly for balance of 

payment purposes is naturally declining and, a.s a matter 

ot tact, so-called eoonom1o aid has d~.,indled quite 

substantially. On the other hand, more capital is 

likely to be transferred for investment purposes properly 

said in the form of government and agenoy grants and 

loans both beoauae investment needs become more and more 

evident in advanced and underdeveloped countries alike, 

and because as balance 1s close at hand, lending risks 

are reduced. Indirectly this should contribute to a 

restoration of international balance. Finally, purely 

private investment in the traditional sense, now rather 

dormant but not dead, ~rill again thrive ~1hen a new 

equ1l1br1um is established. 

The magnitude of international movements of 

capital is usually underestimated. According to a 
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survey nolet under '"'S.Y in our otf1oe, if one disregards 

purely private transactions, l'rh1oh are by nature more 

d1ff1oult to traoe and estimate, . taking account only 
' ot public long-t~rm capital, i.e. or the transactions 

where at least one party was a government, one finds 

that the gross amount ot such movements from 1946 to 

1950 inclusive exceeded ~60 billion ; ot this amount 

nearly ~~o billion lrtere grants, over ~20 billion l•rere 

loans and som~ ~10 billion represent repayments and 

repatriations. 

~60 billion 1s one-tourth ot the value ot world 

exporte made during the same period. This statement 

alone 1s enough to 1nd1oate that oap1tal movements have 

not played a marginal role but have been absolutely 

basic for the restoration or '1/0rld production and ot 

wo~ld trade. No lees~r1k1ng ie the taot that the 

movements have originated in several countries, not 

only in Canada and the United States. True, these tl~ 

oountr1es :)rov1ded ':~.35 billion out or ·.P60 b1ll1on, but 

\~estern Europe !)rov1ded Jl5 billion, the International 

Organizations 1nolud1ng UNRRA about ;;5 billion, ror the 

major part a redistribution of u.s. grants, and the 

underdeveloped oountr1es themselves another ~5 billion, 

large~y in the rorm of repat~1at1on of assets or repay

ments. As to the recipients, the main ones were Western 

Europe for nearly ~36 billion, the underdeveloped 

countries tor ;e billion, the International Organizations 
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for $? b1111Qn. 

The very complexity ot this pattern of capital 

exports and imports. indicates hol·! very lively the 

movements have b~en. Without the capital exports from 

the u.s. , international trade would not have p1olted up 

as it did and other countries CQuld not have been M able 

to e~ort capital 1n their turn. But aa it happened 

the u.s. policy has made it poas1ble for Western Europe 

and International Organisations to do what, 1n effect, 

amounts to a redistribution ~t a part of the capital 

assistance they had received. 

Let me try to illustrate this process of spread

ing resources in stages by t~ro outstanding eXamples: 

France and Br1ta1n : France received from various 

sources roughly ~5.5 billion in loans and grants from 

1946 through 1950, On her side, Franoe re-exported at 

least v2 .b1ll1on of which ~1.3 billion went to her 

overseas terr1~or1ee. Thle does not 1nolude military 

aid to ~ndoch1na. Even more etr1k1ng 1s . the case of 

Britain. This country received roughly ~8 billi~n from 

the United States and Canada in grants and loans. In 

turn, the United Kingdom gave more than ~4 billion ot 

publio loans and grants and more than .)~ b-illion of 

private and .ehort-term oap1tal to the rest of the world. 

The benet1o1ar1es included Western Eu~ope which received 

relief and rehabilitation gr~~te, or drawing rights 

under payment agreements and the European Payments Union. 
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They also included Australia and South Africa which 

received private ~ap1 tal, and. India ,~,hich obtained 

ete~l1ng releasee. 

If I have dwelt at some length on this rather 

complicated picture, it is not only to point out ho'-.r 

the main benef1o1ar1ea of American aid 1n \/estern 

Europe have managed to spread part of the capl ts.l 

received by them to other areas at the expense of a 

certain loss 1n r~aources to themselves, It is rather 

to indicate how both trade and investment have been 

fostered the ~orld over by the considerable and self

multiplying process of capital move1r1ents. 

The urgency of the reconetrnct1on task now fades 

somet"hat into the background and the. dollar gap ha.s 

assumed less threatening proportions, United States 

grants tor economic aid to Europe have been reduced 

from ~4 billion in 1949, the highest year, to ~1.4 

billion 1n 1952. This means tl1a t cap1 tal movt:)ments 

equa~ to one quarter of 't-rorld trade are a th,..ng of the 

past. The task now ahead is a different one. Disregard

ing military aid an rearmament, a special nroblern, one 

can broadly say that the main ~.:roblem 1n international 

finance is now the expansion of investment activities. 

Tcis involves both encouraging local savings by assist

ing stab1l1zat1ons and, t-1hat interests us here to<iay, 

by directly ass1st!nb net~T 1nVostment all OVer the free 

world" Th1s is a long process and the same movements 
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or capital which can hasten development and economic 

expansion can hasten the return to genuine balance. 

Who can do this ? Governments, International Organizat

ions, and private investors, 

I do not know ,,hether governments can at present 

increase· their contributions to developrr.ent. Governments 

can operate by making grants or loans. For all intents 

and purposes we can assume that when they make loans 

they ~ollow the same pol1o1ea as an international c;>rgan1z·· 

at1on. To these pol1o1ee He shall revert later on. 

But grants which have been so important ~ur1ng the past 

tew years have been considerably rflduced. As you know, 

the United States contributed 1n grant form around 

~~22 billion from 1946 to 1952 for all purposes, mainly 

rel1et and rehabilitation, but also some for development. 

Disregarding military a1d, these amoun~e have been 

declining sharply these last two years. Your President 

has recently 1nd1oated, and his ·uorde have been quoted 

the world over, that 1 t would be a t•rorthwh1le a1tl to 

amplify t1ha t is now knolrtn as Point IV by contributions • 

to the underdeveloped world as, t·rhen and it armament 

expenditures can be brought down. Too many political 

factors are involved to allow for any forecast in this 

connection. But liTe know that some special assistance 

is no1-.r forthcoming. Ue also kno\'; that other countries 

than the u.s. contributed some ~4 billion in grants 

from 1946 to 1952. France, the United Kingdom and 
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Belgium still make substantial grants and loans to 

their overseas de~endenoies. Obviously, to the extent 

grants for development are oont1nued or even expanded, 

the task of lending ag~ncies, 1nolud1ng international 

agencies, becomes easier. 

Next in line after the governments and their 

agencies comes the International Be.nlc whose purpose is 

to make loans for development. As I see 1t, this 1e 

the field '\rh1oh now should undergo the greatest 

expansion. On the bas1s of the goverment guarantee· 

which 1s part of our statute, we mobilize private 

savings from the United States and abroad. These funds 

are lent for assisting in bas1c development. By 

establishing transport, po~·rer, ored1 t or essential 

industrial or agricultural fac1l1t1es we induce 

directly productive enterprise and private savings to 

take root. By providing our member countries with 

technical advise on development programs and policies 

we can help create the opportun1t1ee.and the stability 

\'rh1ch private ca·~; ital is t·ra1t1ng for. The actual 

amounts involved do not need to be considerable, although 

as I indicated before they should normally be on a 

groN1ng scale. The important thing is that the Bank 

by !ts investments should contribute to the changes in 

structure we have mentioned before; that through the 

transfers ot capital wh1oh 1t brings about and through 

the ultimate product ot its investments it should 

encourage a better balance ln international accounts ; 
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that thus the basis for more local savings and more 

imports or private capital should be provided, be they 

from American, British, S~1as or from any oth~r source, 

and a combination ot them. 

Last, but not least, private foreign investment. 

So muoh has been said about it that I hesitate to repeat 

it. A rew highlights are, however, worth pointing out. 

First, there hae .been a oerta1n amount or private 

tore1gn investment going on since the war. It ia 

estimated that ~er1can net private investment abroad 

approximated ~8.5 billion from 1946 to l952. This 

represents an average annual investment abroad 9f some 

~1.200 million and includes reinvested earnings. This 

amount is quite similar in real term~ to the ~~800 m1lljon 

a year wh1oh characterized the 1920s. Second, the 

biggest contribution did not come - as 1n the 1920e -

from the so-oal~ed portfolio investor t-tho buys tore1gn 

bonds or shares. It came trom business oorporat1ons 

which expanded their branches or their subs1d1ar1ee 

overseas. Direct investment has c9nt1nuel while foreign 

bond 1ssuee have been very limited. This is not only 

due to the so-called extra risks which foreign bonds 

are reputed to carry. It is rather due to the fact 

that bonds in this country are mostly bought by 

institutional investors who have to observe rules ot 

oaut1on. A third point is even more important. The 

major part or private investment has been made in 
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related currency areas. The Ameri~ans invested mainly 

in Canada or in the Caribbean area. Moreover, they 

invested very largely in oil or mining ventures, the 

products ot which could be sold tor dollars. 

Fourth, other countries have also been active 

in the private ~nvestment field. The British have been 

large exporters, The best eet1mate places the net 

exports ot private capital from London at about $3 bil

lion trom 1~46 to 1952, or about one halt ot the Amer

ican figure, British investments concentra~ed mainly 

in the Common1ofealth, including the colonies. Th1e time, 

ho~rever, the concentration 1n the currency area or the 

exporter was not only due to the attraction ot security; 

1t was undoubtedly due 1n part to the tact that freedom 

ot movements ot oap1tal existed only w1th1n the aterl1ng 

area. 

Aa to Switzerland, we know very little exce~t 

that ·it haa progressively rev1ved 1te capital market 

tor tore1gn investment. We know that the Belg1ans have 

invested eubetantial amounts in the Congo and that the 

French have ,tarted rebuilding their t1nanc1al tie• ~t 
' 

only ln Atr1ca but also 1n South America and 1n Ai1a. 

One . lesson can be drawn rrom thie ehort 

description. Foreign pr1vate investment et1ll ex1eta. 

The amounts involved even under the d1tf1oult postwar 

period have not been negl1g1ble. There .are people on 

the lookout tor tavorab~e opportunities. Within the 
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last six months I have, for my part, met representatives 
. 

of four different groups, one from Los Angeles, who 

expressed their interest 1n partic1pat1ons abroad. 

But a rapid expansion of the movement is not very 

likely unless and until some real balance is re

established. We cannot expect the )r1vate investor 

to take th~ risk of uncertain exchange and FOlitioal 

conditions. We cannot ask him to help in improving 

these conditions. This 1s the reepons1b111ty of the 

local governments as well as of friendly governments 

and of international agencies. What the private invest

or will do is to bring his ~ontribution at the very time 

when equilibrium 1s reached. In other t·.rords, he will 

tend to reinforce a position of balance rather than 

to assist in bringing it about. 

And this, Gentlemen, 1s my conclusion. Thanks 

very largely to great movements of capital - including 

large American grants the world has increased its 

productive capacity and is approaching some ~1nd of 

balance. The achievement of full balance and the 

opening up of the broad market l'lhioh the underdeveloped 

areas offer to the exporters of the advanced countries 

require (among other things, such as s~und local 

policies, liberal trade )ractices,.etc.) a continuation 

of international capital transfers. Without wanting 

to exa.ggera te the role o:t' the 1nst1 tution to \-rhich 
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I belong, % have attempted to describe tor y~~ how 

etrateg1o 1t 1e. 

all important ; 

Government oontr1but1ona have been 

they probably cannot continue at the 

same pace. Private investment could devel~p further 

but 1s wa1t1ng tor opportunities. The role which has 

been ascribed to us 1n the Bank 1s to pave the way tor 

more investment, tor more balance 1n produet1on and in 

1nternat~onal trade, and thereby 1n international 

payments. The very oont1nu1ty ot our action ought to 

assist not only 1n these fields but should encourage 

1n due course other ,r1vate sources, looal and ror~1gn, 

to Join in and multiply the etfeots or our efforts. 

It that happens, the postwar period wh1oh 1s now coming 

to an end should be tollo,·.red by an era or orde;-ly 

expansion under the aegis or world development. 

Economic activity and international trade, atter ha~1ng 

been stimulated by reconstruction should no,·r be 

stimulated by the need for new construction. 
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PROSPECTS FOR PRIVATE INVESTMENT ABROAD 

~ ~ - - - ~ -- ~ -- ~ 

The subject on which I am supposed to lead off tonight 

is . one which has been, eo to say 1 whipped to death. The obstacles 

to private investment abroad have been described and analyzed in 

nume~ous official and private documents. Last but not least of 

the ee is the very competent study on factors limiting American 

prtvate investment abroad now being published by the Dep?~~ment 

ot CoJllDle;rce. Rather then reciting them to you once more in detail 

and ela.borat:tng on political and labor diffiou1 tie a, tb.:;:--ac.-:. a of 

nationalization, administrative regulations relati·ag to Y"3~ting 

or foreign exchange -- all obstacles which are substantial enough --

it seems to me more appropriate to place the problem in a wider 

perspective. Without lookirig back to the past, except as a baais 

for comparison, I wouldllke to indicate how close is the link 

between '"World prosperity end private investment, how in this 

respect the world at the middle of the centu:ry deee seem to offer 

opportuui ties end to what extent public (or agency) c~pj_·tal or 

public intervention is in this framework an ally of rather than 

a deterrent to private capite! movements. In other words, instead 
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6~ limiting the discussion to the so-called "climate" in recipient 

countries, I would attempt to describe the world environment 

and ita possible effects on private capital movements. 

The considerable amount of capital and grant f\mds 

supplied abroad by the u.s. govermnent since the war ($42 billion 

net) has dwarfed the contribution ot private investors. It is, 

however, a remarkable fact that the net outflows of private 

capital from this country since the war have averaged rougbly 

$800 or $900 million Q. year, a figure very similar in comparable 

dollars to the net outflow in the r 20s at the peek of the ce.pi tal 

expo~t boom. Surely, statisticians and economists will not let 

us forget that the figure in itse+f -- irrespective of the 

composition of the flow, a point to which I will refer later -

the figure in itself ia small c~pared to the national income 

of the country (roughly l/2f/o)" It is also small compared with 

the income received on accumulated foreign investment (li tt1e 

more than one half of it). They point then to the remaxkab1e 

achievements of the United Kingdom who .in the peak capital export 

years around 1910 had an outward flow of new investment at least 

2 and 1/2 t1mee as great in comparable dollars, e~uivalent to &/o 

of the national !ncome of the country and ~qual mor~ or lees to 

the income received on accumulated previous investment. 

These comparisons ue not quite adequate; they are 

actually misleading. They overlook the relative i~ortanoe of 

fo~eign trade in the economy of the two coun1iries and more than 

anything '&he ' Changes vllioh have oo.cUJ+ed in the world picture 
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in the meantime. Moreover, they give us no clue to the future. 

The question inevitably remains whether private investment can 

substitute for official grants end loans. 

The main fact about private inve$tment which should 

dominate any discussion of it, ie that unlike official capital 

it cannot be directed, it can only b~ 1nd~eed -- at home as well 

as abroad. 

Private investors do ~ot choose to invest abroad, they 

look for opportunities and if the opportunities for a good return 

happeu to be abroad, tbey will not hesitate, provided that 
• 

seeuri ty 1 liquidity and transte1;abili ty are well ase'\U,"ed. They 

will, however, hesitate -- end they do hesitate -- when this 

"climate" is not p~esent. A good illustration is the direction 

which investment abroad ha~ taken ree~ntly. From 1946 to 1951 

the main effort of American investors has been directed towards 

Canada and the Caribbean area, i.e. to countries where currencies 

are eonvertfble, o~ towards oil and mineral :r.deour~F3s 1 i.e. 

ooJlllnodi ties which et+joy an ipternational JllB.rket and oan easily 

be translated into Q.oUers. Thus, private investment is based 

on ind:t'vidual deoisions and ind~.vidual appraisals ot the balance 

of pro~it - and risk, and I will, therefore, per fooe base~ 

analysis very l&rgely on psychological factors, 

W~ II To desoril;>e the present; oondi t1ons, it may well be to 

The rec~pient turn to ~e reoi~1ent Qountriee first and to capital e~o~ting 
countries 

qountriee next. 
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Aside from the position of prominence attained by the 

u.s., aside from the disruptions and subsequent rehabilitations 

ot Europe, the great new event of the la~t 30-40 years is the 

drive for development of underdeveloped areas. Its importance 

cannot be overstated. More and more it is realized ~t independ

ence _from foreign pol~tical influence is not enough tor the 

welfare of the people and that economic progress is necessary. 

But while until the '20s development lias taken for granted, while 

in the '30s, under conditione of depression, the outlook for the 

poorer countries appeared dtm and almost hopeless, several 

countries which have not been touched directly by warfare have 

benefitted by improved markets for their products; the eight 

yee:ra which followed the war have given tl:lem an added stimulus 

and an added iJ!lPatience. Ten to fifteen years of co~tinuoue 

improvement in their relative position in the world is quite a 

factor of enco·uragem3nt end it is hardly an exaggo:r.ation to say 

that on the whole they are becoming more and more avare of the 

requirements which they must fulfill if they want their economic 

develo~~nt to proceed in an order~y fashion. 

The t..'lirties had brought about a wave of nationalism not 

only in the countries which were clamoring for their independence 

from colonial powers and which had reached a degree of intellectual 

maturity, but also in thoee whi~h though independent for a long 

time) were su:r:faring hea"Tily i.."l. their foreign trarle and in their 

inter~al prosperity. Une~plo~m~nt and lov wages added a strong 
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touch of labor demand for social protection ~d as we all know, 

this was universal and not l1m1 ted to particular countries. The 

ideological underpinnings of both nationalism and labor demands 

had been provided by more than one century of free thinking and 

free speech and as soon as ideology is at stake, bitterness is 

added to all controversies. Nobody 9ould venture to say these 

feel~gs ~e no more important issues: recent events in Ir8Jl 

and Bolivia tell a different story, but certainly most countries 

have ceased to believe that all their ills could be cured by 

simple recourse to nationalism or precipitate redistribution of 

income. Most underc\eveloped countries have come to recognize 

that careful managem~nt of their own resources, proper inducements 

for their ovA and foreign investors, provi~ons of basic facilities 

for individual ente~ris~s are $t least as important as national 

pride or a heavily protective social legislation in hastening the 

pace ot their progress. This reversal of trend can only be 

explained by the fact that w1 th better economic condition~ they 

have recovered their self-reliap.ce and they instinctively believe 

that the world of tomorrow oe.n and will be better than the one 

of today. 

It is not enough, however, to say that better realization 

of their deep-seated problen).S has ~de several underdeve1oped 

countries desirous to reoe~ve the assistance ot foreign capital. 

One should add that as a basis for quicker economic ~dvance, they 

ar~ an:Kious to proceed not only with 1n4llstrl.al, agricultural end 
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mining investment but with a. type of investment which does not 

afford the greatest attraction for private venture capital • . 

They want new reso~ces for their government to oarr.y out their 

public wrks or to build up their public services, but they want 

it at a rate which will not be a heavy burden to the economy as 

a whole or to their bale.noe of payments. Moreover, public utilities, 

t~e.p.spo:rtation, etQ. which in the ~ 20s or earlier had peen a 

paftioularly fruitful field of o~eration for private foreign 

investment, are by nature subject to government control tn some 

form or other. Very often, in view of distortions in the price 

system d~e to long p~riods of inflation, the rates need readJust

ment, but gl'anting a favorable rate Dley' mean upsetting cost of 

living indices or oo8t computations; more than anything, the 

amo~t of oa~it~ needed in tllese fields is usually quite 

considerable and cannot be corralled without a deliberate policy 

to that effect. There are inst~ces where a better realization 

of the need tor adequate rates can be observed but 1 t will be a 

slow process before they are readjuoted to a point wher~ additiopsl 

foreign private capital can feel secure enough to be interested 

in sufficient mnounts ~ especially in the f'orDJ. of bonds. But it 

seems rather natural that the g:>vermnents should try to supply 

basic facilities, either on their own or on the basis of foreign 

credits provided by agencies such as the International Bank~ In 

~o doing 1 they are actually opening up facilities which will 

serve other induetrial or agricultural investments ~ whicb local 
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enterprises as well as foreign enterprises can thrive. If there 

is any truth in J'1I3' previo~s statement that improved economic 

conditions contribute to st$bil1ty and to the understanding by 

governments of the rea~reRents of private capitalists -- local 

or foreign -- then, wblio works ap.d economic advances of a bas!c 

oha~acter are bound to contribute to this evolution. 

UnQ.er present ciro.umsttUloes therefore the capital vhioh 

~erdeveloped countries are desirous to rece!ve ~a (a) for their 

own government purposes 1 fixed ~come long-term Of).pi tal fQr basic 

services; (b) but at the same time -- and this is the point which 

deserve" emphasis -- they become more and mol'e aware of their need 

tor additional reso~oes in the other fields of economic activity, 

industrial, commercial, mini:p.g, ete. 

One ~9re favorabl~ development in O$pital import!ng 

oo~tries: a number of them hav$ ·done their best ~o settle their 

past defaults~ Ot the defaul. te f!txisting in l946 among our member 

Qolllltriea, two-~rds MVe br now bee~ flett1ed. It is not a vain 

geat\ll'e on tbei~ part. Th~ ~p:rovement in the debt a•ttlement 

position ot a oo~try is a sign to ~e pr~vate corpor-ate investor 

~t the oountry · ~a ~·ter oonfid•noe in it$ own. f\lture. }iere 

also a sreat elemeJ1lt hae beeJl the retvrn ot many oount;ries to a 

state ot relative prosperity over the last fifteen y•ar•, and of 

coure~ tlle h~:pe ~t on the basis of their restored o:re«U. t they can 

induce greater import• of o~pital ei~er frQm private so~cee or 

~~ such agencies a• the one tp w~!ch I b~lODg. 
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In short, the impression prevails that the very desire 

to develop end to invest carries with it the desire to induce 

the import of savings from abroad. It b~ngs about slowly but 

p~greasively a better appreciation of realities tn many countries. 

Col~bi~, Peru1 TUrkey have recently passed legislation in favor 

of foreign investors. India, which seemed to have adopted a same-

what equivocal position as far as nationali~ation of foreign 

enterprises was concerned immediately after independence, has 

recently entered i~to long-term contracts with oil companies which 

seem to satisfy their minimum requirements. 'lbese Wzlgs, of 

course, are given lese publicity than the ~re unpleasant ev~nts 

or the more dramatic exprop•iationa in other countries but it 

wo\U,d seem that they are indicative of a trend and t)lat is wbat 

reall.y •ttera if ve think of the future. With lese poverty and 

more profits aocrqing to local investors, the nationalistic or 

socialistic excesses tend to lose their appeal; the profits 

re~ped by foreigners are less conspicuous 1 they are not a oal!se 

ot e~ or political friction. 

II. After World 
War II In the potential oapital eJtporting countries, changes 

Capital ex- have also occur~ d. They are due largely to the ne~ e~sis 
porting 
countries ~n this country on institutional investors. Individual investors 

ab:road will be the exception. First of all, in~vidual savers 

hardly own domestic corporate bonds; they e~trust their money 

tc;> sa~i.ngs b8Jlka, 11\s~ance companies and the like which, in t'}.tn., 

will buy corporate b~s. In other vvr<Is 1 the iJlyestutent ~ag~rs 
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of these insti tutiona vill he.ve to be doubly caref\11 in order not 

to be subJect to the criticism that they have wantonly risked the 

money which had been entrusted to them. Furthermore 1 after the 

unhappy events of· the 130s1 the vario~ regulations ~eoting 

instit~tional investments have issued strong warnings against 

foreign bonds. ~ acceptable fore$an vent~eJS are in general 

limited to Canada tor obvious re~sons ~d the International Bank 

bo;nde which pool the guarantee of creditor and debtor countries. 

The fQreign bond market therefore is -- in ~is country at least -

asleep fo~ the time being. 

It is interesting to note that this is not the oase in . 

England: bona$ of CODDonwealth countries o~ colonies have been 

flo$ted in the London Stock Exchange for subscription either by 

intUvidual~ or by 1nstituti~ il':lvestore. 'lbie is d1,1e in le.rge 

part to fr~e convertibill ty vi thU1 the ColllllCmveal th. Quite a 

few bon4 ieaue.~ h$ve also been made in SWit~erlend. It rellll.dna 

a fact, however, that the main capital e~rting market -- ~aning 

the Vnited States ~ket -~ is not anxious to absorb foreign banda 

except through the ~el ot our institution. 

The holding ot foreign shares is equally rare oong 

individuals. The main difficulties in this respect arise lese 

from tbe req~ements of the Sec\lrl, ties and Exchange Con;misaion -

alrea<ty a eerio~ handicap for foreigners -- than trom the tact . 

that ·yields on Amerio~ stocks compare often most favo11'-blq w1 th 

y1e1ds on EuroJ)eQ stocks which would be ~e bet'Jier known~ We 

have 1 h911ever, recently heard of several mutual trust org~zers 
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who have contemplated investing in foreign stocks quoted abroad; 

hov fer the public can be sold on such an operation reme.ins to 

be seen. The conclusion, therefore, as far as private investors 

are concerned, is that while forei~ bonds and stocks are not 

entirely excl~ded for the future, the present interest in the~ 

is only slight. 

So much for portfolio investment. The big advance since 

the war h~e been made in the field of direct investment, i.e. 

branches and subsidiaries of .American corporations abro$1. The 

condition$ under which auoh investments are made are distinctly 

different from those which are implied in portfolio investments. 

· In the first place, liq\lidi ty, that . is to eay the e.bili ty to 

transfer back immediately one r s oa.pi tal or one's earnings, is 

perha-ps not quite as compelling for a branch op~ra.tion as for an 

individual; - the ·problem of oonvertioUity is therefore in a way 

lees immediate. If a corporation establishes a business abroad, 

it is for a certain period of time; another difference is that 

the new enterprise will have to live in the country where it is 

established. In this respect a change in attitude has occurred 

whio:b, is now receiving some publicity and deserves underlining: 

today enterprises with branches abroad ~e inclined to be proud 

of the advances they have made po~sible among the local popUlation, 

of tha extent to which they have not oply brought .their k:nov-ha~ 

in p~cts qf the world where it was lacking, but also trained local 

people to oarr,y greater and greater responsibiliti~s~ Several 
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corporations can also ~ that their enterprises have indirectly 

provoked investment in economic activities around them. Life in 

Maracaibo is better than in 118.n7 oth~r parts of Venez"1,1e4. Sears 

and Roe~uok' s Brazilian establlebment is now retailing a consider-

able proportion of Brazilian goods. In other words, the19 are 

many cases where the foreigner when implanting himself in a foreign 

country ceases to consider himself' a stranger. This 1.. a new 

trend which fs consciously followed by a greater number of enter

prises· 8nd let me add that it is a t~ely occurrence. 

Last but not least, the real motives ~t the enterpri•es 

whioh e~and their i~tereste abroad can Qe extremely varied; many 

of' them will take into oonside~ati~ not only the ant!cipated 

prof'it but the need to diversify their sovrcee of supplies and, 

•ore important, to ino~eaee them. They v1ll need to ensure 

c~tinuous delivery of their ~orted raw materials. The f'ore

eaaters tell \l8 -- and nobody seems to disagree vi th th• -- tbat 

the dependence of' the United States on foreign supplies ~n essential 

r~w materi~s is bound to increa.,e as production and income rise 

in th:ls country. The n~eds of other inO.uetrial countries sholUd 

f'ollow the S8Die curve. Increasing conf;l~tion of raw Jl14'terials 

the world over is to b$ expected. ~ightened selt·intereat and 

nation81 interest concur to in~uoe p~oepectors and oper~tors to 

multiply source a of supply abroad. C~oe s are that the p~essure 

~ that direction is only beginni~g. 

At tlli' point we may conclude that the recent economic 
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progress end the recession of i4,eolog1cal disputes 1n all the f!"ee 

world, the pressure for development in lees developed oo~tr,ea, 

the anticipation ot tyrther tDcreasea in income 1n the more 

advanced countries do cre•te an atmosphre conducive to more invest• 

ment abroad. There are, however 1 eome basic gener~ consider-

ations which c~ot b~ bypOJteed. They relate to t}1e comparative 

rate• ~t return, to currency stability and convertibility ~d to 

the proapecta ot world peace and e~ono.mic ~tivit7. 

It has often been said that tlle rate of retl,ll'n on ~api tal 

in the llni~ed States -vas very high compared vith ratee abroad and 

-that there vas, therefore, no inceJl,tive to export capital~ While 

true ot securities, t~a is clearly_ no~ true tor direct 1nv-s~nt. 

After ~~ c~pitol hae been flowing out. Statiatica, however 

inadequate, conti~ that high ret~ are not ~xeeptiona].. Over

looking-c~aiderable variations troa industry to industry ~4 from 

year to year, ~e ftncla that in the u.s. •omething :like J.21, seeme 

to be a :reasonable figure tor return OJl net vo~ ~ter taxes. 

Manutac~ing ·alon~ would averese acme 141- or ~re. ~ ~ cases 

ot op~ae 1 mucb more, Aocorclins to a yet \Ulpubl1a~ed. at~dy by 

the t1n1 ted Nat1one 1 o~er~ble figure a in :t.e.tin .America vo\11~ be 

rou~ l~ an\\ 2f11,. The same so~ce eatiaatea tb$t ~ 1950 

u.s. corpore.tions earned on their inve.,.,nts in Latin •erica 

s~ ~ in m:lnins an4 8Jil8lt1llg, l~ in man~acturine;, e5~ 1~ 

diatri'bution and lletrolewn~ A not~bl~ b~t not ~xpecte4 exo~ption 

ia ~blic ~tU1t1ea lf~oh ave~age only 3,.~. Fig,aes tor Cpl~l>ia 

or India are eqU4].l.y ~gb. M9feove;r, ~se av~r"-~s c~ot take 
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account of the less obvious remunerations such as engineering 

feee, price differentials and the like whioh not infrequently 

accrue to the mother company befo1e computation of the net 

earnings. · To quote from tt. report of the National Induetrial 

Conference Board 1n l-951 e.tter an inq\liry covering lo6 companies 

or abo~t 54% of U.~. direct investment abroad: "No serious bar 

to foreign investment exists because of the lack of profit oppor

tUnities~ Only 11% of the respondents said that profit prospects 

were inco~ensurate with risks abroad. In the oe.se ot Africa 

alone~ only 4.5% mentioned relatively poor prosl)ects." 

This, ~owe~er, concerns only direct investment. The 

weakness in today' s investment pictU+e is that capital may be 

available from corporate sources fo~ specific tmmediate productive 

projects. But halt of the -problem is to create the basic publ~c 

worke and -services without wllich private industry c~ot tb.J'i ve. 

For this foreign countries do n~ed long-term fixe~ interest 

fi~e.ncing, a kit+d of financing which is not available nar in the 

market. Ttle •chaniam of portfolio inves-tment abroad has not 

recovered from the '30s and its only substitute is e~ther Inter

national B~ lending or governmental loan or grant assi~tence. 

Not before a new. start can be made in the field of portfolio 

illvestment, c~;m one seriously diseuse the subetj.tution of official 

financing by private capit&l operating on its own. This in t~ 

depends . on the bfoa4er hopes for st~bility -· monetar.y, economic 

and pol-itical "':'• ·in the world at large. 
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For there are other grave general obstacles which have 

unfortunately a considerable importance. The fact that most of 

the currencies reDlain inconvertible constitutes a threat to the 

foreign investor in spite of al1 the assurances he ~ receive. 

The deterrent effect is more immediately felt by portfolio invest

ment than by direct investment but it influences both, Investors 

well know that inlJonvertibili ty is a sign of disequilibr~um. 

Convertibility is not a policy, it is a result, a return to balanoe 

under condi tiona of reasonable securitY. Certainly the attaiJlJJlent 

of tlle.t goal. would be a greater stim\11ant to eapi tal movements 

than any other step. 

· As you know, the Br~ tish who are more conaemed vi th ~t 

p~oblem than anybody else have made it quite clear that aside 

from their own internal financial policies, two points ~ of great 

importance in this respect: (l) thAt DlOlletary reserves should be 

high eno~gh to allow the country who restores convertib!lity to 

weather minor storms wit)lout faltering; (2) that tr~e conditione 

in the world be such that the rest of the world can earn trom 

~e United States more dollars from their exports than they have 

in the paot. 'n:da is Grhat the Britiell Qall the policy of a 

cre~tor nation, accepting payment of the retwrn on foreign 

invee~ent. in tlle form of goods and services. I do not want to 

diEJcuse ton~ght the whole q,uestion of the u.s. tr~de policy or 

ot trade disorimin~tions in Europe, but I thiX1k that we should not 

look sway from the tact that to a large extent th~ return to 
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convertibility ie dependent upon the poeaib111ty of greater 

imports into the united St~tea and some manetary support to the 

weaker currencies. 

An alternative, of course, is the eontin~t~on ot the 

present state of balance in which the united States oonttnue to 

have in fact a a,urplua o~ current account financed larg~ly through 

mil~ ta;y a~ d. It may be that tor a f-ew more years the world will 

have to be content w1 ~ that system. It cannot be said to be one 

under which the private ot the corporate investor will feel 

&~cure e~ouG}l to increase sreatly hie eODliDi tment, abroad. 

As to the laet general conditions for a healthy development 

ot private !~vestment abroad, they req~re no elaboration. Peace 

in the world is one. To ensure it, untortunately, big ~fenee 

expendit~ee, and therefore high taxes, •eem tQ be estabUshed 

for a while. Reeso~ble ecQJlomic prospep ty is the oth~r, parti

cularly w1 th regard to this country. Without · 1 t, savings will 

tall lower or at least beQo~ even ·lees venturesome, tor~ign 

co~trie~ will sutter again both in thai:- intern~ .. tal>~U 1;y anP. 

in their balance of p~nts ~d ~ aet back tn e~p1tal exp9rt' 

will be ~evi table. 

Various suggestion• have bee~ •ade to tost'r private 

investment abroad.. They ad~ss themselv~s preo~eel.y to ~e 

broad worldvid~ :risks wUeh I have Just outlined. Guarantees 

by ~ gove~ent ~e~cy have been trie~; they aim at ~ltminating 

e~sent1ally ~· tfen.ter and nat1pnallzat1on risk~. The syate• 
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is limited to Europe at present and does not seem to have induced 

a substantial movement of oapi tal. Another suggestion aims at 

assisting private enterprises in ~eir investment abroad by giving 

them the support o~ a new international agency without government 

guarantee. Fin~oed by governments an4 placed uner the management 

of the Inte:rnatione.l Bank, it would be called International 

Finance Corporation. The p~posal has aroused great interest tn 

underdeveloped countries and same interest 1n private business 

circles. As to the main prospective contributing governments, 

they do not seem too ~ious to enter into new financial commit

ments even an a modest exPSrimental scale at the present stag~. 

According to $ third proposal, tax advantages should be granted 

to private investors. As you know, same have already been given 

to the Western Hemisphere coJPorations. Whether or ~ot this i~ 

poli tioall.y feasible is all open question, but one can easily 

imagine th~t ~eduotions or ~xemption~ on taxes on corpor~te or 

private incomes, or allowances tor accelerated depreciation could 

increase the attraction ot a reasonab~e return abroad. 

All t)lese propos~s have SOUle merit and there is little 

doubt that they would increase tlle present flow of capital. None 

of them, however 1 can replace the assurance ot a F.olonged peace, 

the return to convertibility and ~netary stab ill ty 1 end a 

continued economic progress e~pecially 1n the underdeveloped 

countries, These are the real fundamental condt;ions to+ a furt.l?.er 

stzeable ~xp~$1on ot private capital movements. The tro~b1e is 



that we cannot count on private investment to provoke enoush 

economic deve1opment or enough balance in the wor1d all. by itself'. 

It will advance as soon as the results are achieved or when they 

are well in sight. It will not anticipfl.te them. Private invest

:Qlellt will increase its contribution to the world 1 s welfare as, 

when and if the main factors of instability -- monetary or social 

:Qave been eliminated of1 at least, e.ll.ayed. In this sense, 

official financing, far from conflicting with the interest of 

the private investor, tends to provide the basis on which 

investment risks abroad should become more and more comparable 

to domestic risks. Whon the broad basis exi~ts, there would be 

no ne~d for extraordine.ry stimul~ts ~ the paintul experience 

Qf the past sho~d be soon forgotten b~cause the future, not the 

past, is what one invests in. 
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