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Dgcember 17, 1959

Dear Mr, Baxter Jackson,

It was kind of you to arrange to have the material on
the Southern Society sent to me,

I am enclosing, for your interest, copies of two of Mr,
Henry Grady's speeches, The third I am withholding sinece I
think Mr, Black may want to quote from it, and I would not
want to risk any duplication.

WI trouble you to have these copies returned eventually?
They are all that I have and I may well find them useful on
future occasions,

Sincerely yours,

Ene. Nathaniel MeKitterick
Room 223

Mr, Baxter Jackson,
Chemical Corn Exchange Bank,

165 Broadway,
New York, N.Y.
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Speeches Black -

FoaTzNgé’ 59 Burgenstock

CROSS REFERENCE SHEET

COMMUNICATION: LETTER
DATED: September 2, 1959

TO: Mr, Black

FROM: Mr, F.W. Schulthess
Swiss Credit Bank
Zurich, Switzerland

FILED UNDER: jAlpha - Schulthess Mr. F.W.

SUMMARY: Re lr. Black's speech at Burgenstockj enclosing a copy of
his speech.

Ack. by Mr. Black LETTER dated Sept., 10, 1959
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June 22, 19%9

Dear Admiral Storrs:

I am sorry that mv rumerous preocceupations here and
in New York have prevented me until now from telling you
what an enjoyable time I had when I spent Friday morning,
June 12, with your group. I can truthfully say that, for
once, remaining on my feet more than two and one half hours,
speaking most of the time, was a real pleasure. I enjoyed
the sharp queetions that your "students" asked and I hope
that they were as content with the answers.

Yours sincerely,

(51@96) Eugene R. Black
Eugene R. Black

Reay Admiral L.H-G- Sum' Dbsic.’ C.IJ.
Commandant

The National Defence College

Fort Frontenac

Kingston, Onterio

Canada

MMM:P



From: Rear Admiral A.H.G. Storrs, DSC, CD
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June 18, 1959.

Dear Mr. Black,

I write to express my gratitude and appreciation
to you for taking the time from your very full schedule to talk
to the College last Friday.

Your lecture on affairs in the Middle East con-
tributed so much to our studies here. The gkilful and patient
way in which you answered our many questions made this session
even more rewarding.

I am sorry that your visit here was so hurried and
that we could not have provided better weather for your travels
but please be agsured of how much we all learned from your most
informative morning.

Also, I am most grateful for your endorsing your
honorarium cheque to the College. We have several small but
pressing needs which this money will satisfy and I will write
you at a later date advising what has been done because of
your generosity.

Yours sincerely,

(s e

Eugene Black, Esq.,

President,

Int ernational Bank for Reconstruction and Development,
1818 H Street N.W.,

Washington 25, D.C.
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Fort Frontenac,
Ringston, ®nt.,

Qw
J wrote you on llth March suggesting that you come and lecture
6 to us on Friday 12th June.
,/f. (
Jﬂif ’0///// We do not yet know whether you will be able to do
g this, but as the College will be on tour from today until the lst

/j/ “/ 4 ,/f of June I should now like further to suggest that if you are

y { vy able to lecture to us on 12th June you should plen to arrive on

r¥;w P the afternoon of llth June. Admiral Storrs wishes me to say that

¥ he end Mrs. Storrs hope that you will stay with them while you £?7/

are in Kingston. He has, however, been good enough to sey that

if you arrive on 1llth June, I mey include you, &s well as Admiral ;

and Mrs. Storrs, in a dinner which I em arranging for that

evening in the Officers' Mess at the College. This would give

us all much pleasure and might serve as well to acquaint you (/? {

with the atmosphere of the College in advance of meeting the

student body. '

While it is rether soon to propose exact travel times (/\J 4‘/
(as schedules are &pt to change with the coming of summer) there

is at the moment an Eastern Airlines plane which leaves Washing-
ton at 11:00 in the morning and arrives in Watertown, New York,

8t 2346 p.m., where you would be met by an army staff car and e
driven over the Thousend Islands Bridge to Kingston, perhaps L\/LJ
two hours drive. This would give you an opportunity to rest and

relex before your evening meals, I do not know yet just what time

we shall dine or whether we shall dress but if you thought you

could come we would of course send you these perticulers in

plenty of time. P
1t may be that you will have your own plane and would M7

prefer to fly direct to Kingston but I should warn you that If
there is not an all-purpose landing field in Kingston and you =
should cause inquiries to be made first,.

The College will be back from its travels et the
beginning of June and I do not doubt that long before then we
shall know whether we can hope for e lecture from you end perhaps
by the beginning of June you could let me know whether you thought
you might dine with us.

Yours sincerely,

% Morléy/sé/é / // //
External Affairs Member,
Directing Staff.

Eugene Black, Esq.,

President, .

International Bank and Reconstruction Development,

Weshington, D.Ce
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September 24, 1959

P©
Dear Mr. Crow: o
Please um;:}/u apology for not having
acknowledged your letter socner, but I have
been out of the country and just recently
returned.
Thank you very much for sending me
the "Silver Anniversary Progress Report"
of The Econemie Club of Detroit.
Sincerely yours,
(§igned) Eugene R. Black
Bugene R, Black

Mr. Allen B, Crow

President

The Economic Club of Detroit
920 Detroit Free Press Building
321 West lafayette Avenue
Detroit 26, Michigan



The Economic Club of Betrait

920 DETROIT FREE PRESS BUILDING
321 WEST LAFAYETTE AVENUE

AUG 1 0 R:C'D DETROIT 26, MICHIGAN
T e August 10, 1959
The Honorable Eugene R. Black
President
International Bank for Reconstruction
& Development
1818 H Street, N.W.
Washington 25, D. C.

Dear Mr. Black:

On page 12 of our "SILVER ANNIVERSARY PROGRESS
REPORT'" of The Economic Club of Detroit, you will
find a reference to the notable address with which

you generously favored our members and guests on
April 20, 1959.

Also, you may be interested in noting the names and
subjects of the other distinguished Guest Speakers who
similarly favored us during our 1958-59 season.

Further, we shall welcome any suggestions which
you will bring to our attention at any time of others
who might participate with us in promoting better
business and better government, particularly here
in Michigan.,

Again we congratulate you most heartily upon the many
friends whom you made, both personally and in support
of the objectives for which you spoke so effectively on

this occasion, that we were privileged to hold in your

honor,

Very gratefylly yours,

President

C:1
Enc.
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The Econoamic Club of Detroit JUN SREC’D

$20 DETROIT FREE PRESBS BUILDING
321 WEST LAFAYETTE AVENUE
DETROIT 26, MICHIGAN

June 3, 1959

The Honorable Eugene R. Black, President
International Bank for Reconstruction & Development
1818 H Street, N.W.

Washington 25, D.C.

Dear Mr. Black:

Attached is a copy of Page 92 of the May 25 issue
of U.S. News and World Report, in which you will
note is a further quotation from the notable address
with which you recently favored us at the luncheon
which we were privileged to hold in your honor under
the auspices of The Economic Club of Detroit,

Certainly, based upon your broad and successful exper-
ience in providing aid where it is needed and appreciated
most around the world, this recognition in important
quarters is most significant and encouraging.

Allen B. Crow
President

C:R
Enc.
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Business Around the World

DETROIT e LONDON e RIO DE JANEIRO

2> Foreign-car sales continue in a sharp uptrend in the U.S.

_ Americans have bought nearly twice as many foreign cars this year as in the

”1orresponding period of last year. The foreign-car share of this year's

- expanding market continues at around 8 per cent, as in 1958.

Detroit estimates are that foreign-car sales this year will be around

600,000, as against 383,000 last year.

- Big question for foreign cars is what impact the introduction of Big Three
'flcompact' cars will have on their sales. Around two thirds of the foreign auto-
mobiles sold in the U.S. have price tags below $2,000. Makers of these models

‘don't expect the new "compact" American cars to cut into their sales seriously.

! Many foreign models selling above $2,000 have certain sports-car

;;characteristics that are important selling points. Their makers also believe
~ their market in the U.S. won't be much affected by the Big Three's "compact" cars.

Rightly or wrongly, foreign-car makers, as a whole, aren't showing great

~ apprehension about their sales prospects in the U.S. Rather, the reverse.

22 It's not only in automobiles that imports have been burgeoning this year.
Big year-to-year increases were shown in imports of many manufactured products
during the first quarter. To mention a few:

Steel-mill products, up 97 per cent; cotton goods, up 28 per cent;
‘agricultural machinery and implements, up 28 per cent; leather manufactures, up
21 per cent; pottery, up 12 per cent; photographic goods, up 8 per cent.

) Imports of all finished manufactures were up 24 per cent.

> > Import competition continues a sore point with American manufacturers of
heavy electrical equipment, such as large turbines and generators.
5 Foreign firms have very frequently submitted low bids on contracts for such
jequipment to be installed in federally financed dams in the U.S.
K Chief U.S. companies in this field have asked the Government to limit
mports of these types of equipment, and to embargo all imports of hydraulic
;"-. The reason cited is that, in time of war or other emergency, repairs
’;-ean—made equipment would be very difficult, involving ocean transport.
0n May 7, a British firm, English Electric, submitted the low bid for eight
hydraulic turbines for the Big Bend Dam in South Dakota. The low bid is more
than 30 per cent below the lowest bid by a U.S. company.
A new "gimmick" appears in this British bid. The turbines will be built in
Toronto by a Canadian affiliate of English Electric. Servicing and repairs
would thus be done in Canada, not in Britain.

This provision of the bid gets around the "emergency repair" point raised
(over)

Issue of May 25, 1959, Volume XLVI—No. 21
"¢ NEWS & WORLD REPORT
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by the American companies. It's ano r move in the struggle for markets.

Washington's decision on t «S5. industry's petition to curb all imports
of heavy electric equipm is expected in a few weeks.

2> U.S. forei d, the form it's going to take, the amounts involved-~-these
things are getting their annual batting around in Congress.

ﬁugene R. Black, president of the World Bank--a man with long and successfu
experience in international loans--has been making public remarks about foreigr
aid recently that are worth noting. Some excerpts:

"I am sure there would be less confusion and debate here and abroad over
the American Government's efforts to promote economic growth abroad if as
much emphasis was placed on the guality of help offered as on the quantity.

As it is, the two words 'foreign aid' have become so elastiec that they now
embrace a host of special objectives--military, political and commercial, as
well as economic--so that it is often not at all clear just what is being
attempted in a given instance.....

"When ..... loans and grants are used, as they have been, to aid, abet and
perpetuate policies in other countries which make economic growth virtually il
impossible, then we are asking for trouble. The result, as we have seen in more
than one country recently, is a deterioration of the other nation's economy and
a reaction, sometimes violent, against the very programs which were supposed to
help..... These are serious weaknesses."

Mr. Black doesn't think "you can buy people with aid." He takes a dim view
of "political" loans made chiefly for the purpose of winning friends.

"By now, I think, the limitations of this approach are plainly apparent.
If the purpose of a particular offer of aid is to win gratitude, then the donor
is likely to think the act of giving ..... will of itself achieve the purpose.
Whether the financing is for a project which is feasible, or whether it meets
an economic need of some priority, tend to become secondary considerations.....

"There are in ..... underdeveloped countries unhappy monuments to the
wastefulness of this kind of approach--the great irrigation dam thrown across a
valley whose soil is actually unsuited to cultivation; the steel mill able to sta
in operation only with the help of high tariffs and taxpayers' subsidies....."

On "giveaways," Mr. Black has this to say:

"The difference between effective assistance and a 'giveaway' is not the
difference between a loan and a grant; it is the difference between an
insistence on sound financial and economic policies and no such insistence."

92

22> For the first time, a high Government official in Brazil is proposing that

exploration needed in many sections|of Brazil believed to be rich in oilen
Only 58 drills are operating in a territory“larger than the continental U.S.
Under this proposal, private companies would be granted concessions, but
would have to divide any oil fields discovered whth Petrobras, would be allowed
to refine only half the oil they produce, with Pebrobras to refine the rest.
Success of the U.S. oil firms drilling in Argentina undoubtedly has
something to do with this change of heart in Brazil. owever, the idea is meet-
ing with major opposition in nationalist circles in the\Brazilian Government.

. 5. NEWS & WORLD REPORT, May 25, 1959



The Economic C€lub of Detroit

: i \' Dran 920 DETROIT FREE PRESS BUILDING
MAY L+ N 321 WEST LAFAYETTE AVENUE
VAl DETROIT 26, MICHIGAN

May 9, 1959

The Honorable Eugene R. Black

President

International Bank for Reconstruction
& Development

1818 H Street, N.W.

Washington 25, D. C.

Dear Mr. Black:

Enclosed the writer is handing to you copies of the
transcript of the notable address with which

you favored those present at the luncheon that

we were privileged tochold in your honor under

the auspices of The Economic Club of Detroit,
Monday Noon, April 20th, in the same form in
which it is being distributed to our members

and others who have made request for the same.

You will note, agreeable to your request, that we
have omitted any reference to the Question and
Answer period, and that we are enclosing a copy

of an editorial from the New York Times concerning
your address which has recently come to our
attention.

Certainly you extended your wide circle of friends

both here in Detroit and throughout Michigan, during
your recent brief stay among us, and we congratulate
you most heartily upon the many favorable comments
which we are continuing to receive from those best
informed regarding current and prospective international
affairs for the program which is going forward under
your able administration in reconstruction and develop-
ment around the world.

Very gfit\efullyyour

en B, Crow
President A o\
|

Enc. %L)‘
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"WHAT ANSWER
TO THE CHALLENGE
OF INTERNATIONAL POVERTY?"

Guest Speaker

THE HONORABLE EUGENE R. BLACK
Washington, D. C.
President
International Bank
For Reconstruction and Development

BEFORE THE ECONOMIC CLUB OF DETROIT

Monday Noon, April 20, 1959
Veterans Memorial Building

12:15 P.M.
PRESIDING OFFICER
JOSEPH M. DODGE ALLEN B. CROW
Chairman President

The Detroit Bank & Trust Co. The Economic Club of Detroit



(The meeting was opened by President Allen B. Crow, who presented
Joseph M. Dodge, Chairman, The Detroit Bank and Trust Company, as
Presiding Officer.)

JOSEPH M. DODGE: Thank you, Mr. Crow. Guests and members of The
Economic Club:

Our guest speaker is the head of a unique organization with a unique
mission. He presides over a bank with stockholders of 68 sovereign governments;*
with bondholders in almost all countriesof the non-Communist world; and with
borrowers, which include government agencies and private enterprises, in 49
different countries and territories.

If you ruffle through the Bank's loan portfolio, you will have some idea
of how international the World Bank really is. You will find loans denominated
in more than three dozen currencies; and, if you look carefully, one loan which
is denominated in 18 different currencies.

Under Asia there is about a billion and a quarter dollars in loans;
under lLatin America nearly a billion; and under Africa, more than half that
much.

There are loans ranging in size from one amounting to $80 million to
help huild the huge Kariba Gorge power dam in Central Africa, to one amounting
to a quarter of a million to help build a communications center in Iceland.

There are no defaults on these loans. In fact, if you look at the
balance sheet you will note accumulated profits amounting to some $260 million
over the past 12 years.

Besides lending money, the Bank runs a Staff College in Washington to
which senior civil servants come from the world over to discuss and debate the
financial and economic facts of life.

It offers a host of technical services to its members.

And lately, as you who read the newspapers know, our speaker has been
called on to mend fences among its farflung stockholders.

A recent project was his successful negotiation in settlement of the
Suez Canal dispute. Similar demands for his services testify to the respect and
confidence of other nations in his ability and integrity.

If the World Bank is a complicated institution, it works -- and it is
peculiarly adapted to this complicated world. But the man who nursed it along
to its present, preeminent place in the world of international finance, manages
to carry his burden with the ease and charm of an Atlanta gentleman entertaining
visitors in Magnolia Time.
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Qur speaker grew up with the words oi another champion of econcmic
development ringing in his ears. His maternal grandfather was Henry Grady, the
eloquent architect of the New South, who could say to a Yankee audience in 1866 -

"We have sowed towns and cities in the place of theories, and
bave put business above polities. . . . We have let development take
root and spread among us until now we are ready to lay odds on the
Georgia Yankee, as he manufactures relics of the battlefield in a
one-story shanty and squeezes pure olive oil out of his cottonseed,
against any Down-Easterner that ever swapped wooden nutmegs for flannel
sausages in the Valley of Vermont!'6"

His father, who was Governor of the Federal Reserve Bank of Atlanta,
and later of the Federal Reserve Board, was no less eloquent.

With this formidable reputation to uphold, our speaker never made a
public speech until he was 40!

But he has been at it, at home and abroad, ever since. He is a
notable example of a man who carried a successful career in investment banking
and commercial banking into an outstanding government and international career.

It is a special personal pleasure for me to present The Honorable
Eugene R. Black, President and Chairman of the Executive Directors of the
International Bank for Reconstruction and Development, whose subject is "WHAT
ANSWER TO THE CHALLENGE OF INTER-NATIONAL POVERTY?" Mr. Black.

(Applause)
EUGENE R. BLACK: Mr. Crow, Mr. Dodge and gentlemen:

It is a very great pleasure to be here, and I must apologize for
being such a difficult guest. I first promised to come here last November and
then in January, and have just finally shown up now. I appreciate your degree
of tolerance in continuing to extend me an invitation.

In spite of these delays 1 have been anxious to get to Detroit ever
since Joe Dodge suggested the idea. This Club has built up the reputation of
being a place where people in public life like to come and speak their mind
when they think they've got something to say. I suspect that this reputation
stems in large part from members like Joe Dodge who have made such generous
contributions of their time and their talents to public service.

When I think of the number of times that Joe Dodge has responded to
calls for help from Washington, and how often he has left his mark on events in
recent years, it makes me very proud to be able to appear on the same platform
with him.



Mr. Dodge referred to my coming from Atlanta and magnolia blossoms.
A few years ago I was in Paris and I had my first press conference in Paris.
I walked in the room and there were about 30 reporters in the room. I said,
"Before we start this press conference, I would like to ask if all of you ladies
and gentlemen speak English?" A fellow on my right spoke up and said, "Probably
better than you do -- where are you from, Georgia or Alabama?" (lLaughter)

Today I want to talk for a few minutes about three recent events in
the affairs of the World Bank which I hope will suggest to you that there is
more order in this turbulent world than appears on the surface.

The World Bank lends money mainly for very expensive things like
power plants and railroads, road systems and port facilities. We get our
money almost exclusively now from private investors in the Free World who
either buy our bonds or participate in our lending operations in one way or
another. Most of our borrowers are governments who are new to the business
of governing and are trying to govern in an orderly fashion populations which
are becoming increasingly aroused against a life of poverty. This may seem an
improbable set of conditions under which to do much business, particularly
banking business, in these chaotic times.

Yet, as a matter of fact, we are getting so large a volume of
promising proposals from our borrowers that we are asking our 68 member
governments to double our authorized capital. The United States Congress, as
you probably know, has been considering this request and it is one of the events
I vant to refer to today. At the same time we have just announced our first
public sale of bonds in Germany, amounting to 200 million D-Marks, and it was
very heavily over-subscribed. This is the largest issue of bonds we have yet
tried to market outside of the United States. This event I mention because
it is the result of a new order in Europe's finances which I think has
implications far beyond the operations of the Bank. Then recently the World
Bank sponsored meetings with the representatives of five nations to work out
ways and means of kelping India over a difficult hurdle in its Second Five-Year
Plan. Here again is an instance of order in the world which provides hopeful
implications for the future.

Iet me consider each of these events briefly, starting with our bond
issue in Germany.

For a long time now, our bonds have been well received in the market in
Switzerland and here in the United States. We have also sold issues of bonds in
Canada, Holland and the United Kingdom. But we have always felt that we could
sell a lot more bonds outside the United States, particularly in Europe, when the
price was right, and the interest rate was right. Now market conditions in
Germany -- and in other European countires -- offer good prospects. At the
moment we are negotiating our first bond issue in Belgium which we expect to
float shortly an issue of 500 million Relgian francs.



These good prospects are not just the result of the World Bank's
achievements; more important, they are the result of the success of Free World
policy, and particularly American government policy, over the past ten years or
so. Financially speaking, our first object in the postwar decade was to restore
tae competitive position of the industrial nations of Western Europe and Japan
after the ravages of World War II. I think from every point of view financial
independence is preferable to being more or less poor relations of the United
States, as was the case in some degree with all of these nations just a very
few years ago. We can say today that to a large extent our objective has been
won, and that "phencmenal" is not too strong a word to express the success of
the past 10 years. last year the stamp of success was clearly market on the
records. In 1958 alone more than $3 billion net of United States private
capital was invested abroad, a substantial part of this in the industrial nations
of the Free World. In the same year more European governments and other
governments came to the American capital market with bond issues, and found
buyers there, than any time since the War. As a matter of fact, in the last year
Norway, Denmark, Australia, Austria, Rhodesia, Jamaica, Belgium, the Belgian
Congo, South Africa and New Zealand all successfully floated bond issues in the
American market; and a few years ago, none of those countries could have done
this. This year Japan has sold bond issues in the American market, and this
week Italy will follow suit -- both just since the War. (This Path issue will
probably be announced tomorrow. )

And in 1958 it became posiible for any trader who could earn Sterling
or Guilders or Deutsche Marks or almost any West European currency with his
merchandise to change those currencies into dollars at will.

It would be tragic, I think, if controversy over the recession here
last year and its after-effects eclipsed the fact that we have achieved our
long~sought goal of restoring the financial strength of the Atlantic Community.
It would be particularly tragic if, in our preoccupation with short-term
moverents in our own economy, we adopted policies which had the effect of undoing
what we have built up so painstakingly in the international economy. I ask, for
example, those of you who are concerned over the fact that last year the United
States shipped abroad some $3 billion in gold out of Fort Knox, to think a moment
before jumping to conclusions. The United States still has about a third of the
Free World's gold reserves. What was lost last year was more than matched by
what was gained in private investment abroad. If we traded some liquidity,
which we did not need,for the acquisiticn of real wealth abroad, isn't it
really a pretty good trade -- the kind of trade, in fact, we've been trying to
make for 10 years now?

I do not say that all the business of the post-war decade has been
completed. For one thing there are still restrictions on dollar imports into
Western Burope -- and,for that matter, restrictions against European imports
into the United States. But these exceptions do not dent the degree of success
achieved in the postwar decade. We can say now that financial relations among
the industrial nations of the non-Communist world have beccme something like
normel, if anything is normal in this changing world.

* ¥ %R ®



Qur bond issue in Germany, and our hope of being able to follow suit
in other European countries soon, are but symbols of the restored financial
strength of the Free World's industrial nations. At the same time we have had
considerable evidence that these same nations are now willing and able to bring
a measure of their restored strength to bear on the outstanding economic problem
of this day -- the problem of poverty in the countries of the Free World which
have yet to achieve their industrial revolution.

More and more so-called underdeveloped countries are building up the
organizations and adopting the administrative practices necessary to invest
money in a way that promises to lead to higher living standards in those
countries. One proof of this progress came last year when the World Bank's
volume of lending increased 75% over the average of the previous three years.
We are now lending some here between $700 million and $800 million a year.

In the face of this substantial increase in our business, we had to
look to our own sources of capital. Since we reise virtually all our money in
the private markets, we naturally looked to strengthening our links with those
markets. Our major link, particularly with the American market, is the
guarantee which stands behind our bonds in the form of that portion -- 80% --
of our authorized capital which is subscribed by our member governments but
which may only be called to meet the service of our own bonded debt. Therefore
our directors recommended doubling our authorized capital -- increasing it from
$10 billion equivalent to about $20 billion -- but leaving all of the increase
uncalled, and thereby mcre than doubling the amount of the guarantee behind our
bonds. We believe that this action will help assure our ability to raise all
the funds we will need for a good many years to come.

I am pleased to say that this proposal has had a very kind reception
in Congress as well esin the British Parliament and elsewhere in Burope -~ and, as
a matter of fact,all over the world. Here is further evidence, I think, that
the Free World's industrial nations are ready and willing to divert a measure
of their restored financial strength to helping overcome poverty where poverty
is so much the root cause of disorder in the world.

* % % X%

The momentum of development in some of our member countries has
carried them to the point where they cannot prudently borrow further funds
abroad on conventional terms of interest and repayment. This is probably the
most difficult fact of economic life facing the Free World's industrialized
nations today for it involves each one deciding how much it is in its national
interest to give further financial help in the form of what is loosely called
"foreign aid". Now this is money over and above normal lending operations. I
do not intend to plunge into this complicated matter today, but I will cite one
instance which suggests that there is growing order here, too.

S~



The country concerned is India, which perhaps presents today the
greatest challenge of all. In India under-nourishment and mass unemployement
are living realities for more than 375 million people. (Incidentally the
population is increasing there about 5 million net & year.) At the same time
India has taken economic development into the center of its life, with all the
radical changeSeconomic development inevitably entails. 1o one privileged to
play even a small part in India's great adventure today cen help but feel that
the destiny of free institutions in the 20th Century will be profoundly
influenced by the extent of India's success in absorbing these changes without
sacrificing respect for individual liberty.

India is the World Bank's biggest borrower; we have invested in India
more than half a billion dollars, almost all to help finance projects in the
current Second Five-Year Plan. It was natural, then, that when signs of a
foreign exchange crisis appeared in India last summer, the Bank should take the
lead in convening a meeting of interested nations to see what could be done.
The Second Five-Year Plan had already been cut back to the core; the Indians
faced & stark choice: either more foreign exchange had to be found somewhere or
still further cutbacks, some which might involve abandoning projects already
started, would have to be made.

Last August and again this March the Bank called a meeting and sat
down with representatives of Canada, the United States, Britain, Germany and
Japan, to see what could be done. We hoped that by bringing several nations
together at one time we could obtain a broad measure of agreement on what
India's needs were, and how they should be met in the light of the measures
which India herself was prepared to take to bring matters under control. As
it turned out, both meetings were successful; the foreign exchange will be
forthcoming and the momentum of India's development effort will not have to be
slowed further at this time because of a foreign exchange shortage. The response
encourages me to think that a community of interest exists in the Free World
which could support more permanent, collective arrangements for meeting
emergencies like this.

* K X ¥ *

The financial strength of the Free World has been restored. Partly
because of the threat of Communism, partly for other reasons, there is a
growing realization that the most compelling challenge in the chapter of
history now being written is how to help the poorer nations in our midst find
an escape from poverty -- an escape, not into the jaws of Communism, but one in
which there is a chance that free institutions will take root and grow. And
there is a growing realization that this challienge applies equally to all free
nations and commands a collective use of their resources and resourcefulness.

There are, in short, encouraging signs of order in the non-Communist
world -- signs of a growing response to what is clearly the most difficult
challenge which we face over the long run. But if we are to build on these
hopeful beginnings there is one fact which must always be reflected in any
policies or arrangements we may adopt to serve our ends. That fact is that a
good deal more than just money is needed to overcome poverty.



From the point of view of a development banker -- I suppose that's what
you might call me -- the most difficult problem by far in giving effective help
to these people is the problem of promoting the right economic and financial
policies. Now I could give you a hundred illustrations of what I mean by "the
right economic and financial policies"; they would range all the way from checks
on inflationary pressures to laws and regulatory practices which allow public
utilities to pay their own way and set aside out of revenues something towards
their expansion -- and not be subsidized by the government. But you are as
familiar with the prerequisites for economic development as I am. Certainly
Joe Dodge is, as was shown by the wonderful job he did in Japan. The point is
that if fipancial assistance is to be effective, both lender and borrower must
agree on such policies, however they may be adapted to the peculiar circumstances
of a given country. This is true whether the assistance is made from one nation
to another or through regionel or international organizations. It is true
whether the assistance goes in the form of loans or grants or something in
between.

The admittedly fine line between what is economic and what is
political often makes us very shy about talking about sound economic and
financial policies with the representatives of other countries. Certainly, those
who would like to make a political manifesto out of these ideas are guilty of
crossing that line. We should leave it to the Russians to say that there is a
hard and fast set of rules which a poor country or a poor society must follow
if it is to escape poverty today. We should leave it to the Russians to say to
the leaders of these countries that they must be willing to ride roughshod over
the entrenched habits and customs of their people and to impose wholly new
institutions on them with all the repressive paraphernalia of totalitarianism
in the name of economic growth.

We should avoid slogans and make it crystal clear that our values
tolerate great diversity in economic matters as well as political forms. But
this does not mean that we have to fall into the hopeless position that virtually
any policy goes when it comes to economic development. If a society is to grow
richer in this day and age, there are econcmic and financial facts of life which
must be respected whatever the social and political framework. To the extent
that it is in our interest to help, we must insist on a respect for these facts
of life. Otherwise, our desire to help will very probably be dissipated in
frustration, if not actually turned to harm.

I am sure there would be less confusion and debate here and abroad
over the . Americsn governrents efforts to promote economic growth abroad if as
much emphasis was placed on the quality of help offered as on the quantity of
help. As it is, the two words "foreign aid" have become so elastic that they
now embrace a host of special objectives -~ military, political and commercial,
as well as economic ~-- so that it is often not at all clear just what is being
attempted in a _given instance. And to the extent thattthe United States is trying
to promote economic development with "foreign aid" funds, money is all too often
loaned or given away without first insisting on thrashing out the difficult but
inescapable conditions for making that aid effective.



By failing to emphasize quality as much as quantity, the really
important idea behind "foreign aid" is losing its appeal not just here at home,
but abroad too. When, far from reflecting the financial and economic facts
of life, loans and grants are used, as they have been, to aid, abet and
perpetuate policies in other countries which make economic growth virtually
impossible, then we are asking for trouble. The result, as we have see in more
than one country recently, is a deterioration of the other nation's econcmy and
a reaction, sometimes violent, against the very programs which were supposed to
help.

These are serious weaknesses. It would be a great tragedy if "foreign
aid" became discredited here and abroad because the economic objective got lost
or because we weren't ingenious enought to create with other countries a
community of interest around the kind of sound economic and financial policies
necessary for economic growth. It would be a tragedy because there is no more
constructive idea in our whole foreign policy than the idea behind foreign aid
to relieve poverty in those nations of the non-Communist world which are
experiencing both a Reformation and an Industrial Revolution in the face of very
heavy odds.

My whole experience inthe World Bank confirms me in my belief that
when the objective is clear, a community of interest can be created around the
right kind of policies. And it doesn't require what one commentator called
"a band of saints with masters' degrees in Economics." We have loaned about
$4.5 billion for development projects in 49 different countries and territories.
All of these loans have carried conditions of one sort or another, conditions
designed as much to protect our borrowers as ourselves. They have been
accepted partly because our borrowers know we have no political axe to grind,
but mostly because our borrowers have agreed that the conditions are necessary
for the effective use of our money. And later on we have been thanked for the
conditions imposed as they realize that these conditions were just as much in
their interest as in ours. Every loan has posed special problems of adapting
knowledge and experience to a particular environment, but all have reflected,

I think, the facts of economic life which must be faced if a society is to escape
poverty in these times.

And let me emphasize, we would have had to do these things -- to ask
these conditions -- even if we had been giving the money away rathen than
lending it. The difference between effective assistance and what is called
a "giveaway" is not the difference between a loan and a grant; it is the
difference between an insistence on sound financial and economic policies and
no such insistence.

* % ¥ % %

I have tried to suggest in these few remarks that all is not chaos
in our world -~ that there is hopeful and constructive work being done which
offers something to build on by way of increasing the margin of order. Of
course, no one can guarantee that if we follow the courses I have suggested, we
will actually succeed in fostering both economic growth and nations in which
free institutions will take root and grow. There is no certain connection
between economic growth and freedom so it is impossible to argue that success
is assured.



But the existence outside of the Comuunist empire of the world's
richest nations, which are also the world's freest nations, exhibiting a great
variety of political forms and economic institutions, should be fact enough
to give all but the very timid among us reason to have courage in our
convictions. We should, in view of the Free World's great strength, scoff at
those pessimists, among whom the Communists are numbered, who say that today
no poor society can get rich which does not first reduce its members to the
status of ants in a bureaucratic anthill.

If we want, we can bring to bear a very powerful and persuasive
influence on the historic tide of change which is sweeping the globe today.
Just as we gave rise to that tide through spreading our ideas and material
achievements into every corner of the world, so we can hope to turn that tide
to promote political and economic progress consistent with our concepts of the
dignity of man.

We can; that is, if we become as hard-headed as we are already
big-hearted. We will never be loved for the quantity of our riches, but we
can earn respect for the manner in which we employ them.

(Applause)
JOSEPH M. DODGE: Thank you very much, Mr. Black. I am sure we all

enjoyed this explanation of the World Bank's work which isn't too familiar
to everyone. The meeting is adjourned.

ADJOURNMENT
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You might like to have the enclosed
Journal of the Institute of Bankers containing
vour lecture on 1 December and the photograph
taken before the meeting.

Mr. Eugene R. Black,

President,

International Bank for Reconstruction and Development,
WASHINGTON D.C.,

U.S.A.
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SECRETARY 10 - LOMBARD STREET TELEPHONE:
HENRY EASON LONDON - E-C-3 MINCING LANE 3531
Air Mail
D/G 10th December, 1959.

Dear Mr.

iy thanks for your letter of

8th December and for the authorized version of
Mr. Black's lecture. In our Journal we use
Times Roman 10 on 12 and our page size is
different from yours and so I am afraid that
we shall not be able to reproduce the lecture
by a photo offset process.

I am most grateful to you for all the
help you have given me over this matter.

Yours sincerely,

. "‘?.;c

Assistant Secretary

G.R. Young, #£35q.,

Director of Information,

tional Bank for Reconstruction and Development,
1818"H Street, N.W.,

WASHINGTON 25, D.C.
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July 15, 1959

I am sorry that this As the first opportunity I have had
to answer your letter of 18th June,
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Yours very truly,
131 &L 8B

Eugene R, Flack

¥r, Henry Eason
Secty., The Institute of Bankers

London, E.C.3 “.
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INSTITUTE OF DIRECTORS / '
10 BELGRAVE SQUARE ' LONDON - SW1 il
Telephone: Belgravia 3601
RR/OB. 22nd June, 1959.

Eugene Black Esq.,

International Bank for
Reconstruction & Development,

Washington 25,

4

U.S.A.

7

7
\"Many thanks for your friendly
letter of June 15th. %

Although, as I said, we are
disappointed that you couldn't address our
meeting this Autumn - we are all delighted to
learn that you will do your best to be with
us in the Autumn of 1960.

I will see that you are
informed of the actual date as early as possible.

Sir Robert Renwifk.
Deputy Chairman of Council.

DIRECTOR-GENERAL : SIR RICHARD POWELL, BT., M.C.






THE INSTITUTE OF BANKERS .
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SECRETARY 10 - LOMBARD STREET TELEPHONE:
HENRY EASON LONDON:E-C:3 MINCING LANE 353

By Air Mail

18 June, 1959.
Dear Sir,

The Institute of Bankers in conjunction with
the University of London is planning a series of five
lectures to be given in London in November and December
of this year under the general title The Pound Sterling

Today. The programme for the series is :
3 November: A World View of Sterling.
10 " $ A European View of Sterling.
17 " $ Sterling and the Developing
Territories.
24 " $ Sterling and the Dollar.

1l December: Britain and the World Bank.

I wonder whether you are likely to be in Europe
towards the end of the year and, if so, whether there is
any possibility of your being able to give the lecture
scheduled for 1 December. Both the Institute and the
University would be honoured if you would undertake this
task for us.

Perhaps you would be kind enough to let me know
what you feel about this.

Yours faithfully,

I L, _
: = 3
Secretary - J }\1h jwhﬂ“
Eugene R. Black, Esq.,
President, W N~
International Bank for Reconstruction
& Development, M*’

WASHINGTON 25, D.C.,

v.S.A. 1l d”%/tzb
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INSTITUTE OF DIRECTORS
10 BELGRAVE SQUARE - LONDON - SW1
Telephone: Belgravia 3601

RR/0B. 3rd June, 1959.

Eugene Black Esq.,

International Bank of
Reconstruction & Development,

1818, H. Street, N.W.,

Washington, D.C.,

U.8.A,

%74“‘»/54—"“:

I was so sorry to hear from Bill Harcourt
that you felt you could not accept our invitation
to you to address the Institute of Directors'
Annual Conference in November - but I do of course
understand that with somebody as busy as you, it
is very diffieult to fit in such engagements.

However, the Council have discussed this
matter and, on behalf of my colleagues, I write to
you now to ask you if you would consider accepting
the same invitation for next year - 1 cannot as yet

give you the exact date but it will be at the end of

October or beginning of November.

I can assure you that you would have a
first-class audience who would be honoured and
more than pleased to listen to you.

o | .

SIR ROBERT RENWICK.
Deputy Chairman.

DIRECTOR-GENERAL : SIR RICHARD POWELL, BT., M.C.



et i

% AFOTIAIA 46 FTITITRML
1087, sivmpistt avorqsls T

' o f @81 enul baf L . HONSI

s T .pa3 Aos[€ sapuaud
- ot ) nna&_ Lenoljamiednl

ST AP BRI i = Bm— C Wil ,Iﬁﬁ‘id’g .LH‘ i BL&[
T ‘- - : . ' . t 'w‘a mm’
sl oV ' - i TR D

T J'mos'm*{ EL18 @cid. aeed ae‘ u‘ms 62 caw

X - - poldalival o mg Fod Bluns woy 2le% nw Jedy
ARl *ama&nsqm e spusitenl m s@aebbe ofF voy of
2 FaWes Y0 ob I MW » 290mevoll #1 sanstelnol FelBmA -
< FL Uy 88 ﬁam: #8 vhudsmos - Ll dady. Wam
hrss - o, BinonoReREs fuue B 3IT of 3 reedYYEd vasv af

. Y g tnd beesuoetd aved Liv c@ o0 19vVewoH

. of sdtTw I Jopigeslion i To Yiaded fo ,bus 18d9em
s aniigesos TeDINTEY bErew VoY Ii sy m of WO 9oy
e foy ea Jonnss 1 - W88y Ixep
1a o3 o d 8 24 ;{:u Tk 343;.9 b

1 oﬁu sauﬁtnss assia-JaT%i
B tegail eg beage s medd evom

P

1“3,:-!1 ot mxmﬁwmtauu = _-,;—".»_

TSN L, T g Al v P .y S Lt T NN DA N

4 uo_:.malmt smas sﬂf |







INVESTMENT BANKERS ASSOCIATION OF AMERICA™ **

GOVERNORS

ALONZO C, ALLEN
DANA F. BAXTER
CURTIS H. BINGHAM
AUSTIN BROWN
FRANCIS A. CANNON
CHARLES A. CAPEK
JOHN H. CRAGO
MARK DAVIDS
CLEMENT A. EVANS
PAUL W. FAIRCHILD
ALBERT 0. FOSTER
THOMAS H. GANNETT
CHARLES B. HARKINS
DAVID J. HARRIS

C. EDWARD HOWARD
E. JANSEN HUNT

WILLIAM C. JACKSON, JR.

ROBERT C. JOHNSON
EDWARD D. JONES

JOHN P. LABOUISSE
WILLIAM J. LAWLOR, JR.
HUDSON B, LEMKAU

”Lf‘"‘”""“‘ Black T

a

I

PRESIDENT GOVERNORS
DETROIT WILLIAM D. KERR CHICAGO MARK A, LUCAS, JR. KANSAS CITY
CLEVELAND
LOS ANGELES VICE PRESIDENTS JOSEPH_ LUDIN NEW YORK
e hd WILLIAM M. ADAMS DETROIT EDWARD GLASSMEYER  NEW YORK e T el i e T L L
i WARREN H. CROWELL LOS ANGELES W. CARROLL MEAD BALTIMORE WALLIAN P MAGRULD RELANEETAL
e ARTHUR L. WADSWORTH NEW YORK ARNOLD B. MASSEY TORONTO
s o JOHN M. MAXWELL CHICAGO
. MANAGING, DIRECTOR e
S Nk & GENERAL COUNSEL ARTHUR €. McCALL GREENVILLE
ATLANTA MURRAY HANSON WASHINGTON IO B BRI BPOEANR
EHEGRGD RODERICK D. MOORE RICHMOND
SECRETARY MUNICIPAL DIRECTOR & DENNIS E. MURPHY COLUMBUS
SEATTLE 4 | ; i
& TREASURER A OUNS
SR ST e - J_\SS'hT“NT GENERAL COUNSEL GEORGE J. OTTO SAN FRANCISCO
N S 4 EVENSON, 3rd WASHINGTON GORDON L. CALVERT  WASHINGTON CHARERS & PIEATE DALLAS
CHICAGO EDUCATIONAL DIRECTOR RESEARCH DIRECTOR WILLIAM C. PORTER BAN ANTONIO
MINNEAPOLIS ERWIN W. HOEHMLER WASHINGTON FRANK E. MORRIS WASHINGTON ALEERT PRATT HORTEN
NEW YORK FRANK L. REISSNER INDIANAPOLIS
ASSISTANT SECRETARY ASSISTANT TO -
DALLAS SISTAN WILLIAM 8. RENCHARD NEW YORK
s & TREASURER MANAGING DIRECTOR o Y4 2 4
MARY R, LINCOLN WASHINGTON ELAINE R, HOLMES WASHINGTON O S SRR Cepan
ST. LOUIS WALTER H. STEEL NEW YORK
NEW ORLEANS MARK SULLIVAN, JR. WASHINGTON
CHICAGO Office of JOHN W. VALENTINE BOSTON
NEW YORK WILLIAM D. KERR BERTRAM M. WILDE PHILADELPHI
President & 2 4

136 South La Salle Street
Chicago 8, Illinois

March 9, 1959

) s~

{13k 8

The Honorable Eugene R. Black

International Bank for Reconstruction
and Development

1818 H Street, N.W.

Washington 25, D.C.

Dear Gene:

Again I apologize for leaving our
luncheon last Thursday, but I am sure there was
only one loser -- myself. Upon my return to our
office I found most glowing reports of your review
of the Egyptian situation. Thanks ever so much
for being with us -- you are a loyal and most
revered friend.

With warmest regards,

Sincerely you

W. D. Kerr/y
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INVESTMENT BANKERS ASSOCIATION OF AMERICA

425 THIRTEENTH STREET, N.W.

WASHINGTON 4,D.C.

March 6, 1959
:}L§a~
3/17/57

Dear Gene:

This is just a note to say thanks
again for talking to our group yesterday at
luncheon. It was a fitting conclusion to a
very interesting program and of course, as
usual, you did a hand-painted job. I hope
I didn't make you late for any of your appoint-
ments by bringing up Mr. Nasser, but I felt
sure everyone there would be interested in

your observations about that very interesting
character.

With best regards, and again many
thanks for your helpfulness,

Cordially yours,

éurray Hanso

The Hon. Eugene R. Black
International Bank for
Reconstruction & Development
1818 H Street, N.W,
Washington 25, D. C.
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The Honorable Eugene R. Black

International Bank for Reconstruction
and Development

1818 H Street, N.W.

Washington 25, D.C.

Dear Gene:

As I promisgd some days ago, I am
sending you herewith twg copies of the list of
the members of our group who will be attending
the luncheon on Thursday, March 5, at 12:30 p.m.
The place of the luncheon has been changed;
cocktails will be in the Cabinet Room and the
luncheon will be in the Pan American Room at

the Mayflower.

With best regards, and looking forward
to seeing you at that time,

Cordially yours,

MH:eh
enc.

KANSASB CITY
NEW YORK
PITTSBURGH
PHILADELFPHIA
TORONTO
CHICAGO
GREENVILLE
SPOKANE
RICHMOND
COLUMEUS
SAN FRANCISCO
DALLAS

SAN ANTONIO
BOSTON
INDIANAPOLIS
NEW YORK
DENVER

NEW YORK
WASHINGTON
BOSTON
PHILADELPHIA
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Representatives of the
INVESTMENT BANKERS ASSOCIATION OF AMERICA
who will attend the
Meeting of Executive and Conference Committees
and National Committee Chairmen
Washington, D, C,
March 4-5, 1959

WILLIAM D. KERR
Partner, Bacon, Whipple & Co., 135 South La Salle Street, Chicago
President, Investment Bankers Association

WILLIAM M, ADAMS
President, Braun, Bosworth & Co., Penobscot Building, Detroit
Vice President, Investment Bankers Association
Member, IBA Executive Committee

ALBERT T. ARMITAGE

President and Director, Coffin & Burr Incorporated, 60 State St., Boston
Past President, Investment Bankers Association
Member, IBA Conference Committee

CURTIS H. BINGHAM
President and Director, Bingham, Walter & Hurry, Inc., 621 South
Spring Street, Los Angeles
Chairman, IBA Arrangements Committee

H.— LAWRENCE BOGERT, JR.
Partner, Eastman Dillon, Union Securities & Co., 15 Broad St., New York
Chairman, IBA Syndicate Committee

ROBERT B. BLYTH
Vice President, The National City Bank of Cleveland, 623 Euclid Ave.,
Chairman, IBA Governmental Securities Committee Cleveland

T. JERROLD BRYCE
Partner, Clark, Dodge & Co., 61 Wall Street, New York
Past President, Investment Bankers Association
Member, IBA Conference Committee

CHARLES A. CAPEK
Vice President, Lee Higginson Corporation, 231 S. La Salle St., Chicago
Chairman, IBA Finance Committee

ROBERT E. CLARK
Executive Vice President, Calvin Bullock, Ltd., One Wall St., New York
Chairman, IBA Investment Companies Committee

JULIEN H. COLLINS
President, Julien Collins & Company, 105 South La Salle St., Chicago
Past President, Investment Bankers Association
Member, IBA Conference Committee



WARREN H. CROWELL
Partner, Crowell, Weedon & Co., 650 South Spring St., Los Angeles
Vice President, Investment Bankers Association
Member, IBA Executive Committee

SHELBY CULLOM DAVIS
Partner, Shelby Cullom Davis & Co., 116 John Street, New York
Chairman, IBA Insurance Securities Committee

H. H. DEWAR
Partner, Dewar, Robertson & Pancoast, Milam Building, San Antonio
Past President, Investment Bankers Association
Member, IBA Conference Committee

W. YOST FULTON
President, Fulton Reid & Co., Inc., Union Commerce Building, Cleveland
Chairman, IBA Small Business Committee

PAUL F. GENACHTE
Director, Atomic Energy Division, The Chase Manhattan Bank, 18 Pine St.,
Chairman, IBA Nuclear Industry Committee New York

WALTER M. GIBLIN
Partner, Hornblower & Weeks, 40 Wall Street, New York
Chairman, IBA Aviation Securities Committee

MURRAY HANSON
Managing Director and General Counsel
Investment Bankers Association, 425 13th Street, N.W., Washington

DAVID J. HARRIS
Partner, Bache & Co., 140 South Dearborn Street, Chicago
Chairman, IBA Group Chairmen's Committee

EDWARD HOPKINSON, JR.
Partner, Drexel & Co., 1500 Walnut Street, Philadelphia
Past President, Investment Bankers Association
Member, IBA Conference Committee

WILLIAM C, JACKSON, JR.
President, First Southwest Company, Mercantile Bank Bldg., Dallas
Past President, Investment Bankers Association
Member, IBA Executive Committee
Chairman, IBA Nominating Committee

THOMAS M. JOHNSON
President, The Johnson, Lane, Space Corporation, 721 Broad Street,
Chairman, IBA Public Utility Securities Committee "Savannah

RALPH F. LEACH
Treasurer, Guaranty Trust Company of New York, 140 Broadway, New York
Chairman, IBA Research Committee

W. CARROLL MEAD
Partner, Mead, Miller & Co., Charles & Chase Streets, Baltimore
Vice President, Investment Bankers Association
Member, IBA Executive Committee



GEORGE A. NEWTON
Partner, G. H. Walker & Co., 503 Locust Street, St. Louis
Chairman, IBA State Legislation Committee

MICHAEL PESCATELLO
VicePresident, The First National City Bank of New York, 55 Wall St.,
Chairman, IBA Industrial Securities Committee New York

FRANK L. REISSNER
President, Indianapolis Bond and Share Corporation, 120 E. Market St.,
Chairman, IBA Membership Committee Indianapolis

ALFRED J. ROSS
Partner, Dick & Merle-Smith, 48 Wall Street, New York
Chairman, IBA Railroad Securities Committee

WALTER A. SCHMIDT
Partner, Schmidt, Roberts & Parke, 123 South Broad St., Philadelphia
Past President, Investment Bankers Association
Member, IBA Conference Committee

ROBERT O. SHEPARD
President, Prescott, Shepard & Co., Inc., National City Bank Bldg.,
Chairman, IBA Education Committee Cleveland

WALTER H., STEEL
Partner, Drexel & Co., 30 Wall Street, New York
Chairman, IBA Municipal Securities Committee

ROBERT STEVENSON, III
Secretary & Treasurer
Investment Bankers Association, 425 13th Street, N.W., Washington

ARTHUR L. WADSWORTH
Vice President, Dillon, Read & Co., Inc., 46 William Street, New York
Vice President, Investment Bankers Association
Member, IBA Executive Committee
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. Office Memorandum
™ ¢ _~Mr, HN. Graves, Rm, 216 IBRD pare: April 13, 1959.
FROM Dorothy Wescott
_ pw
SUBJECT :

Attached is a note based on Mr, Black's speech at ECOSOC, which

A P MAYEN
we propose to publish in this week's issue of our International Financial

News Survey. If you wish to make any corrections, will you please send

them to us by Wednesday, April 15, 10 a.m, (Fund Building, Room 1210).
If we do not hear from you by that time, we shall assume that no correction

is to be made.

W“ao
/ (ﬂ/ﬂﬁ/ e Cj%ﬁ& '\L’C{&
L Ta

Att,



4.13.59.
Public Utility Finance in Underdeveloped Countries
nmmnuogmmmtmdmmwcmmcmmum
Mexico City on April 10, Mr. m-w, J ﬁ\w&%
for Recomstruction and Dﬂ:l.o_nt (m),}\muma steps being taken to increase
the capital of the Bank and) me al J mentioned -provide
regional institutions

additional capital for de -

th/M- ™ He emphasized the importance for
mmmmn&mmunmumnﬂmwmmnmmm.
This, he said, was particularly important for investment in public utilities,

The IBRD has so far lent more than $3 billion for power projects, road and rail

programs, and other public services, In each case, however, the borrower had
also had to invest considerably larger sums from its own sources of capital; and
Mr, Black stated that there is no practical way to raise this money unless a
substantial part of it is generated by the utilities themselves through adequate
charges to the users of their services. Adequate utility rates-<which mean rates
that enmable utilities not only to cover the real cost of their services but also
to retain out of earnings substantial sums each year to help finance the expansions
w*ommmm-mmmwm_-mm
there is no organized capital market, Mr., Black susemsiln criticized the view that
subsidized utilities, and in particular artificially cheap power, are necessary
to attract industry and commerce, pointing out that the cost of electric power is
usually only & small fraction of the total cost of production. "The enormous
sums, from domestic savings and from foreign investors, which are needed to keep
utility services abreast the rapidly rising demand, make it imperative to discard
old-fashioned wumkhenik emotional attitudes toward utility finance and substitute



‘p-

2o
economy s m-,hm,—n#q-hnm; it means the prompt
of rates at times of rising costs; it means realistic valuation of
assets and normal depreciation allowances."”
Source: Intermational Bank for Reconstruction and Development, Press Release,
Washington, D.C., April 10, 1959.

AGHFisher



HOLD FOR RELEASE

WORLD B ANK

1818 H STREET, N.W.,, WASHINGTON 25, D. C. TELEPHONE: EXECUTIVE 3-6360

Address by Eugene R. Black, President of the
International Bank for Reconstruction and Development
before the 27th Session of the Economic and Social Council of the
United Nations, meeting in Mexico, D.F.

TO BE HELD FOR RELEASE UNTIL DELIVERY HAS BEGUN, EXPECTED
TO BE ABOUT 10:30 A.M. FRIDAY, APRIL 10, 1959

Mr. Chairman, Members of the Council:

To appear before the Economic and Social Council here in Mexico is a
special pleasure. When the Bank's Board of Governors held its Annual Meeting
here seven years ago, we all felt that it was highly appropriate to be holding
our discussions in a country where the process of economic development was
fully under way. DNow, even more than then, the visitor has a chance to see at
first hand an economy in the process of vigorous growth. I hear that along
the west coast of liexico, more real wealth has been created in the past ten
years than in the previous three hundred. In this region, the desert has truly
been made to bloom: water has revived the land, and the fruit of the land has
revived the towns and cities.

The Bank, through its loans, has been able to participate in development
not only in the west, but in many other parts of Mexico as well. We have been
impressed by the serious attention which Mexican leaders for the past 25 years
have been giving to development, by the steadfast confidence of the country in
a succession of able national administrations, and above all, by the energies
and adaptability of the Mexican people themselves. Mr., Chairman, your Council
could not have chosen a more interesting and appropriate place in which to
carry on its discussions,.

L e MRS RS N SR
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When I last met with the Council, I told you that our rate of lending had
reached a level mariedly nigher than any that had gone before. I can tell you
today that we actually have exceeded the pace of which I spoke last year. In
the past 12 months, the Bank has made 3L loans -- about one every ten days -=-
and has lent the equivalent of more than 750 million United States dollars.

About $150 million of that lending was for projects in the Latin American
republics, nearly all of it to enlarge projects or programs which we have been
helping to finance in years past. Power programs accounted for the largest
part: in Mexico, we lent ¢34 million to help the Federal Electricity Commission
expand its services; in Brazil we made a loan for the largest hydroelectric
project yet undertaken in Latin America.

In Ewrope we lent about $90 million. A feature of this lending was that
most of it was carried out in conjunction with issues of the borrowers' bonds
in the New York market, In Africa, we lent $110 million, including our first
loans == both for transportation -- in Nigeria and the Sudan. Our rate of
operations continued to be highest in Asia, There we made our first loan in
the Federation of Malaya and lent over $400 million in all, The bulk of this
amount was committed for projects in India and Japan; and in conjunction with
one loan from the Bank, Japan sold its first public offering of bonds in New
York since before the war,.

EOE T I

As Chairman of the International Finance Corporation, I want to tell you
that the Corporation's operations are also gathering momentum. You have before
you IFC's Second Annual Report and the Supplement which describes its activities
up to the beginning of last month. The Supplement shows that since the Annual

Report the Corporation has made four investments: din an industrial rubber plant
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in Australiaj; in a cement plant in Brazil; in flour milling in Guatemala; and in
an industrial steel forging plent in India.

IFC has now made 1l investment commitments totaling 413.3 million in seven
countries. We estimate that every dollar invested by IFC has been accompanied
by three dollars and a quarter of industrial and private capital, totaling about
$45 million, This illustrates the role of the Corporation in using its capital
to supplement and attract other and larger amounts of capital, both domestic
and foreign.

During the past year, members of IFC's management and staff have visited
38 countries, either to examine and discuss specific projects or to make con~
tact with private businessmen and explain IFC's policies and operations. The
Corporation considers this direct and personal contact an effective means of
telling its story and stimulating the flow of proposals to it.

The Corporation continues to receive a substantial number of eligible
investment proposals, It now has under consideration a considerably larger
number that appear promising than it did a year ago. It is reasonable to
believe that the Corporation will show a rising number of investmenis in each
successive year, as happened in the case of the Bank.

®* % ¥ ¥ o* *

The Bank'!s technical assistance activities, in the nature of things, attract
less attention than some of the other work of the Bank; but they continue un-
diminished in variety and importance, This week, for instance, a mission engaged
in drawing up recommendations for a development program in Libya completes its
field work and begins to return to Washington. The Bank has just sent to the
Government of Thailand a report and recommendations on measures for economic

development. The report results from a collaboration of more than a year
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between a Bank mission and Thai economists; and in many cases, the report
records recommendations that already have been put into effect. Similar survey
missions are now being organized to go to Tanganyika and Venezuela, The Bank
has continued to station representatives in the field whenever it appeared they
could make a special contribution to development; and as you will remember, Bank
representatives have been playing a special role in the study of development
planning in Ecuador and Peru,

The Bank has been helping to carry out work of unique importance in the
peaceful use of atomic energy. As you know, we and the Italian authorities
two years ago organized a comprehensive study of the economic feasibility of
an atomic power plant in Southern Italy. The study came to a final phase a few
months ago when an international panel of experts, organized by the Bank, sub=-
mitted to the authorities an analysis of the tenders received for the construction
of the plant. This analysis examined the various alternatives which today's
technology offers for the development of electric power from atomic fuels. The
Bank intends in the near future to publish an extended summary of the panel's
report, for its interest to professionals in the atomic energy field.

The Bank continues to encourage the growth and establismment of industrial
development banks in many parts of the world. Right now we are assisting in
the proposed establisiment or reorganization of banks of this type in such widely
scattered places as Bangkok, Lima, Teheran and Taipei. We helped launch a new
industrial finance corporation in Karachi last spring which includes stockholders
from Japan, the United Kingdom and the United States as well as Pakistan. &nd
we are continuing to provide assistance of various types to other development
banks which we have sponsored and helped to finance, in Ethiopia, India and

Turkey. Because of the growing importance of this field of activity == which
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is still new and about which we still have much to learn -- we undertook

last May to gather together in Washington the executive officers of industrial
development banks in 1l different countries to discuss operating problems and
policies of cammon interest.

When we met last year, I mentioned that the Bank stood ready to give all the
help it could to the United Nations Special Fund, the new United Nations venture
which was then in the final phase of planning. I can now report that the Bank
has been actively collaborating with the management of the Fund, has detailed
members of its own staff to assist the Fund in its organizing period, and is
suggesting developmental surveys that the Fund may wish to consider for inclusion
in its program of work. The Bank will continue to assist in any way possible.

As you know, the Bank has been acting as mediator in a number of disputes
between member governments. The signing of a compensation agreement between
the United Arab Republic and the reorganized Suez Canal Company last July was
followed, in February, by a financial settlement between the Governments of the
United Kingdom and the U.A.Re. I am glad that the Bank was able to be of service
in both these matters.

Of longer standing is the Bank's effort to bring the Governments of India
and Pakistan together over the use of the waters in the Indus River system,
Discussions between the Bank and the two governments are still continuing.

N B

lMembers of the Council are aware that most of the money the Bank lends
is raised in the world's capital markets. Our rising rate of lending and our
growing rate of disbursements on loans have required us to expand our borrowings.
The past 12 months, in fact, have been one of the most active marketing periods in

our history. We have sold just over $630 million of bonds and notes -- three
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fifths of it outside the United States. One fifth of it was sold for cwurrencies
other than United States dollars; and this amount included the sale in Germany
just a few days ago of the largest issue of World Bank bonds ever to be offered
to the public outside the United States.

The question of the Bank's capital, as you know, has been under study by
our Board of Governors., A few weeks ago, the Board voted unanimously to approve
a general douvbling of the Bank!s authorized capital, with certain further additions
as well, It remains for the individual member governments to take specific steps
to increase their subscriptions; and this action, I am glad to say, has been
nearly completed by a number of member countries, including the United States
and the United Kingdom. These steps do not, in most cases, call for additional
cash payments to the Bank, but they will greatly enlarge the backing for the
Bank's borrowings.

A number of other proposals have been made that would provide additional
capital for development -~ among them, proposals for regional institutions here
in Latin America and in the liddle East. All in all, the prospects are good that
the amount of public capital available for international assistance to develop-
ment will continue to increase.

* % % ¥ * %

This circumstance should be a powerful incentive for the developing countries
to mobilize their own capital to the fullest possible extent. If there is a
strong base in domestic savings, capital from outside may provide the necessary
margin of success in the develiopment effort; without it, no amount of inter-
national capital is likely to bring lasting success.

The Bank sees this in many aspects of the development process, but nowhere

more so than in the field of public utilities. The Bank itself has lent more
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than $3,000 million for power projects, road and rail programs and other public
services. This is better than three-guarters of all our development lending.
In Latin America, nearly nine-tenths of our investments have been in power and
transportation projects. And in all these cases, the Bank!s loans provide only
part of the prodigious costs involved. Our borrowers have had to invest con-
siderably larger sums out of their own sources of capital.

A steadily expanding supply of essential public utility services is a
requisite of economic growth in all underdeveloped countries today. Over the
next decade, many thousands of millions of dollars in capital for these services
must be found. There is simply no practical way to raise this money unless a
substantial part of it is generated by the utilities themselves through adequate
charges to the users of their services.

The Bank has been laboring this point for a very long time. We have held
that it is dangerous for a developing country to be sentimental or politically
expedient about things like railroads and power plants; that policies based on
these attitudes only create an intolerable drain on the savings which are the
lifeblood of every country?'s future prosperity. We have said that adequate
utility rates are especially important in a country where there is no organized
capital market. By "adequate" rates we have meant rates which enable utilities
not only to cover the real cost of their services but also to retain out of
earnings substantial sums each year to help finance the expansions which in-
evitably will be needed to sustain future growth. And we have made no distinction
in advocating adequate rates between privately-owned and publicly-owned utilities.

Yle have at times been accused of being unduly rigid, if not even dogmatic
in our insistence on these things. But in retrospect I am glad we have been

firm. To be equipped financially for the long pull ahead, free governments have
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no real alternative to allowing their utility managers to set adequate rates --
and then to adjust them promptly and proportionately whenever the cost of providing
the services increases. There is simply no other way of attracting development
capital -- domestic and foreign, private and public -- to these expensive but
indispensable development enterprises.

I feel the Bank's insistence on sound utility finance is being vindicated
today by events in many member courtries. All over Latin America and in many
other parts of the underdeveloped world, officials charged with the job of
finding capital for development are themselves struggling to get a recognition
of the simple principle that utilities should pay their way. President Frondizi
of Argentina, in explaining his courageous stabilization program recently put the
matter bluntly: "The deficits of the State enterprises can be traced to three
essential causes: bad organization, excess of administrative personnel, and
(utility) tariffs that are below the cost of operating the services.... No
effort will be spared to achieve a reduction in the costs of these services
and an improvement in their economic yieldesss"

Similarly, in Brazil, President Kubitschek recently said, "The impossibility
of seeking in the investing public, or in the re-investment of profits of the
utility itself, resources for the expansion of (utility services) transfers to
the public budget or to govermment banks the whole of the responsibility for
financing indispensable expansions, a burden which they will never be able to
bear without directly or indirectly resorting to vast issuances of money. The
resulting inflation, contaminating the whole economic body of the country, will
then be the price to be paid for discouraging the best way of financing public

services, i.e., through the users themselves."
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Similar statements are being made in Chile and here in Mexico,

In India, today, the govermment is adopting new regulatory policies for
its power utilities and the reason why is very instructive. One of the sources
of domestic revenue counted on to finance India's Second Five=Year Plan has been
yielding more by a good deal than had been expecteds That source is the Indian
railroads. The Indian railroads over the duration of the plan will have con-
tributed, even after allowing for depreciation, the eaquivalent of half a billion
dollars out of operating surpluses. This is no windfall; it is the result of
good financial management., Because the Indian railroads do not represent a
charge on the government's ordinary budget, because they provide so significantly
for their own expansion and modernization from their own revenues, the government
will have more resources available for things like schools and public health ser-
vices. Quite naturally India's development authorities now want to get a similar
result from their power utilities.

India's experience shows dramatically how, by relieving the general tax-
payer from the burden of utility subsidies, more resources are available for
the more human development needs. At bottom every underdeveloped country faces
the same choice: Do you want subsidized power or do you want more schools?
Do you want a free ride on the railroad or a city sewer system? These choices.
may be disguised in a rich country, though they exist there too, but in a poor
country they stand out starkly against the scarce supply of savings available
for development.

What in many minds has confused this harsh but inescapable choice, of
course, is the notion that somehow subsidized utilities =-- particularly
artificially cheap power -- are necessary to attract industry and commerce.

Why this notion has gained so much currency I do not understand. It is true
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that large amounts of power are needed at low cost to make aluminum manufacturing
pay. But for almost all other industries now being contemplated in the under-
developed world it is how much is available, rather than how much is charged,
which attracts industry.

A study prepared a few years ago showed that over a representative range
of industries here in Mexico the cost of electric power averaged only 1.7% of
total costs of production. The percentages ranged from a high of 3.8% in the
paper industry to a low of 1% in textiles., In foundries and metal manufacturing
operations it was 2%; in food processing, l.6%; in wood-working industries,

2.4% and so on, If you compare power costs to the total value of production,
the average percentage drops to 1.2%., This study did not cover all the in-
dustries in Mexico: in the cement industry power costs are a more important
share of the total. But still, these figures make it most difficult to argue
that it is marginal differences in the price of power which encourage or dis=-
courage an industry from establishing in a given location.

On the other hand, the price of power can make all the difference in the
world when it comes to providing an adequate power supply. A case in point is
the huge Kariba Gorge project in Central Africa., This project is being built
in two stages. The first involves damming the Zambesi River and installing half
a million kilowatts of capacity; it will cost about $225 million. The second
will bring capacity up to 1.2 million kilowatts at a further cost of about
$100 million.

When the project was first presented to us, the Rhodesian authorities said
they intended to sell the pawer cheap. The rates they suggested, in fact, would
have resulted in an actual loss, This faced the Bank with a big problem., Far

from approving rates which would return a loss in the first stage, we wanted
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rates which would return a substantial part of the money needed for the second
stage, since we felt that without both stages the project could not justify the
enormous investment involved.

After careful studies, the Bank recommended rate increases to yield about
35% more revenue from the first stage. Because this looked like a large increase
the Bank undertook at its own expense a detailed survey of the power markets in
the area to see how power users, present and potential, would be affected by
such an increase. In no case, even among those industries which were very large
power users or promised to be so in the future, was the increased cost more than
a very small fraction of total costs. And everywhere we found willingness, if
not eagerness, to pay a little more if that would mean a reliable and adequate
power supply.

Today the first stage at Kariba is nearing completion. Instead of promising
to be a monumental drain on the resources of the Rhodesian Federation, it
promises to pay its way and to provide practically all the money needed to build
the second stage. And the price of this promise can literally be figured as a
fraction of a penny per kilowatt hour on the electricity bills of Kariba's many
and diverse customers.

The case for making other utilities, like railroads, contribute capital
from their own earnings for their own expansion is, I grant you, not so simply
put. But, as the Indian railways show, there are great benefits to be had if
these services can be financed outside the regular budget. As far as railroads
are concerned, it can be said at the very least that direct subsidies for
operating expenses from govermment revenues almost always represent an expensive
luxury for a developing country. Any unnecessary or excessive expenditures

on the provision of essential railway service, even if they can be financed
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without inflation, can only mean less resources available for real development
needs and for job=-producing investment.

The strain on a developing country of the doctrine of artifiecially cheap
power rates is bad enough. Vhen the costs of other utilities are kept artificially
high through what President Frondizi has called "bad organization" or "an excess
of administrative personnel," the strain may well become intolerable. Make no
mistake about it; the strain falls not upon any small group of people who might
be able to bear it; it falls upon those least able to bear it -~ those whose
standards of living are most susceptible to inflation, those who pay the general
excise taxes which most governments in develoning countries rely on for the bulk
of their domestic revenues. When these strains are justified as a means of
accommodating commerce and industry, it simply amounts to soaking the poor to
subsidize the rich,

If I have stated the case for sound utility finance in emphatic terms, it
is only because I feel it hard to exaggerate how important this issue is to
continued economic growthe I do not mean to minimize the great difficulties
member govermments face in trying to move from where they are now to such a
position. We are not, after all, starting from scratch; everywhere there are
more or less heavy legacies from the past to overcome which make it impossible
to correct bad financial practices overnight. The problem is to get from where
we are today to a position better suited finaneially for the long pull ahead,

Still the enormous sums, from domestic savings and from foreign investors,
which are needed to keep utility services abreast the rapidly rising demand,
make it imperative to discard old-fashioned, emotional attitudes towards utility
finance and substitute common sense economy. This, in turn, means adequate

rates; it means the prompt adjustment of rates at times of rising costs; it
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means realistic valuation of assets and normal depreciation allowances. If
these sound like strange slogans with which to rally people in search of a
better material life, they nonetheless go to the heart of the matter. I
congratulate those leaders in member countries who are speaking out so courageously
for the right to make utilities pay their own way. They are pointing out one
unavoidable requirement for escaping the mass poverty which is our common enemy.

¥ % # %

By singling out utility rates and their special relation to economic growth,
I do not mean to leave the impression that all economic development can be re-
duced to this. Utilities are just as often the victims of inflation as they
are the cause of it. And the gathering momentum of development in many member
countries makes urgent a whole range of measures for financial stability if the
resources which are available -~ domestic and foreign =-- are to lead to the
higher living standards we all are working for.

In the Bank we stress these special matters because we want to see this
race run to the finish. With so many countries now in full stride, it is
tremendously important that we don't put unnecessary hurdles in our way, that
the track be kept clear so economic growth can continue to gather speed. We
in the Bank do not feel we are on the sidelines in this race; we feel we are
running with each one of you. We are not disinterested observers, but partisans

who want to win just as much as you do.
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SUMMARY: Reprinting of #ke Mr. Black's commencement address delivered
at Macalester College on June 8, 1959



,JPAMLA gm,f, T A
th‘ﬁs fé [k

/—} ]Fhf.. Ec “
MarsSH & McLLENNAN
W-1281 FIRST NATIONAL BANEK BUILDING
BENJAMIN G.GRIGGS SAINT PAUL 1, MINN. 18
VICE PRESIDENT :],. (_/C) 2
August 11, 1959 O gt '

N2

Mr, Eugene R, Black
International Bank for Reconstruction & Development
1818 H, Street, N, W,
Washington 25, D, C,

Dear Mr, Black:

President Harvey M. Rice of Macalester College
has officially acknowledged your recent gift
of $750,00 to establish thereby the Eugene R,
Black Endowed Scholarship Fund at the college.

As chairman of the Development Council of
Macalester I want to add my own very warm personal
thanks for your magnificent contribution,

It was a pleasure to meet you here recently and
I can assure you that your informal remarks at
the luncheon following Convocation made a most
significant impression on everyone present,

Most sincerely yours and again thanking you,

BGG:DF
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FEDERAL RESERVE BANK

OF MINNEAPOLIS

OFFICE OF
THE PRESIDENT

July 21, 1959

]
-

%”]l}i 51

Mr. Eugene R. Black, President

International Bank for Reconstruction and Development
Washington 25, D. C. 9

Dear Mr. Black: /

It was nice to receive your recent letter
concerning your visit to Macalester College at Com-
mencement time. I am sure you know without my
telling you that your address at Commencement was
extremely well received.

We were delighted to have you for lunch
at the bank. The people there were most complimentary
about your remarks.

I do propose to come in for a brief visit
on one of my trips to Washington. I might say, also,
that presently I plan to attend the annual meetings
of the Bank and Fund in September.

With kind regards, I am
Sincerely yours,

President
FLD: B
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July 16, 1959

T
MW:-MN“& _——

Flease accept my apology for not

having written you before this but I have

had to return to Burope and have just come
backs

First of 2ll, thank you for your
invitation to Macalester and again thank
you for the two books on De Gaulle which
I am sure I shall enjoy. I also appreciated
your sending me the newspaper clippings.
A11 4n 8ll my visit to Macalester wae a

great pleasure and it was very nice to
have a chance to see you again,

Best regards,
fincerely yours,

5/?‘-./
Mre Harold E, Vood

First ¥ational Pank Building
Saint Paul, Minnesota

ERB:mel
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July 15, 1959

Very sincerely yours,
{Sigled) Bugene R, Black

Bugene R, Black

« Frederick L. Deming
ottt

\
Federal Reserve Bank of Minneapolis M‘M"l

Minneapolis, Minnesota

ERB:mel

€l.,.,L
hvect



MACALESTER coLLEGE JUN 11 Recd
SAINT PAUL 1, MINNESOTA

OFFICE OF THE PRESIDENT June 9, 1959

Mr. Eugene R. Black, President

International Bank for Reconstruction
and Development

1818 H Street NW

Washington 25, D. C.

Dear Mr. Black:

Your appearance at my first commencement at Macalester College was
a source of tremendous gratification and pleasure to me and the prestige
and significance you added to our College by being our commencement
speaker and accepting an honorary degree from us will continue to be one
of the highlights in the history of Macalester.

. Your message was one of the most significant of the commencement
‘addresses that will be delivered anywhere in the country this year. It
made a deep and lasting impression upon our seniors and all who were in
the audience.

Your gracious personelity, your warm sense of humor and your
delightful companionship made the commencement ceremonies one of the
most enjoyable I have ever experienced.

Your willingness to turn the honorarium, which I was prepared to
pay to you for your address, over to the College in order that we may
establish the Eugene R. Black Endowed Scholarship is also one of the
most thrilling of all of the outcomes of your visit with us. It is a
great pleasure for me to tell you that your Scholarship will appear
in our new catalog, and as soon as a copy is avallable, I shall send
you one.

Also, upon the first occasion that I can be in Washington I cer-
tainly will teke your kind invitation seriously and telephone you to
see if it would be possible for you to let me drop in briefly to see
you.

With deep appreciation, continuing gratitude, and highest personal
esteem, I remain

Most cordially yours,

\"/\
: jl/

President
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COMMENCEMENT ADDRESS BY EUGENE R, BLACK, PRESIDENT OF THE
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOFMENT, AT
MACALESTER COLIEGE, SAINT PAUL, MINNESOTA, JUNE 8, 1959

The Power of Your Heritage

President Rice, ladies and Gentlemen of the Trustees, Distinguished

Members of the Faculty and Guests, Men and Women of Macalester:

I am honored to have been esked to come here today. Macalester has

earned a very enviable reputation for & sophisticated outlook on the world.
Your achievements refute quite adequately those who still like to regard
this great midwestern heartland as the seat of provincial isclationism,
This sterzctype, like so many stereotypes we have about the world, lingered
in the public mind long after it ceased to represent a true picture. But I
would say that now it has been finally laid to rest, thanks in no small part
to the leadership of communities like Macalester,

A much more accurate cliche about the world, one which has great cur-
rency today, is that we live here on an island of great wealth surrounded
by a world beset with poverty. I would guess that this is the subject of
more commencement speeches this year than ever before. In a variety of ways
graduating classes all over the United States are being told how great is
the contrast between the wealth of their society and the poverty of most of
the rest of the world, And they are being urged to understand why this great
disparity of wealth is important to them.,

You have every right to challenge those of us who harp on this fact
and to demand from us some persuasive explanation of why you should take
our warnings to heart, After all, it is one thing for the head of a rich

family to expound to his son and heir the duties and responsibilities which
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inherited wealth brings with it; but it is quite something else for men in
public life to expound to college graduates the duties and responsibilities
which come because their nation is very rich. While all the great religions
command from the rich charity for the poor, none of the great nations in
history has considered the material poverty of other nations as a matter of
first importance. And the first duty of free governments, rich or poor,
has been to mind their own business, Why should you be asked to get ready
to mind the business of millions of people with whom you appear to have very
little in common, simply because they live lives of material poverty today
Just as they have throughout all their history? Why should you who still have
to work out your own careers and who have before you so many fascinating and
exciting opportunities -- why should you be expected to take the problems of
these people into your lives, too?

I am not going to pretend that this is an easy question which has an
eagsy answer. You know as well as I that the societies of the human race
today live together in an intimacy never before shared in history, and living
this way has faced mankind with more uncomfortable and complex problems than
he has ever faced before, Science and technology may have shrunk the world,
but they have enlarged the world's problems out of all proportion with the
past. In these circumstances nothing is harder than to make valid generaliza-
tions about fundemental facts of life such as the great disparities of wealth
in the world,

But there is one generalization that I think is valid and is stressed too
little in the United States today. There is too little recognition of the
fact that it is our own successes which have made the problem of world poverty

of unique importance, We and the other nations of the western world first
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showed man that there was an alternative to poverty; we demonstrated this by
promoting the spread of science and technology and the radical idea that man
can have at least some say over his own destiny, In the process we upset,
more or less completely, all the traditional societies of the world and made
it impossible for people there to continue to live in poverty or to leave to
others the management of their affairs without feeling that they were losing
their national, racial and individual self-respect,

To show just how powerful our impact has been on these poor societies,
let me recount three very vivid impressions which I brought home with me
from my visit this past month to India, Egypt and Pakistan,

In New Delhi a cabinet minister spoke to me anxiously of & most serious
miscalculation that had been made., India's population, instead of increasing
at the expected rate of 5 million a year has, in fact, been increasing at the
rate of 8 million a year, Already 400 million people live in India in an
area about two-fifths the size of the United States; most of you will command
as a starting salary an income fifty times larger than India's annual per
capita income., The new population estimate cannot help but affect the govern-
ment's painfully worked-out programs for eliminating the spectre of mass
starvation,

Now why is India's population exploding, as the experts say? OSuch evi-
dence, as is available, suggests that the population was fairly stable fifty
years ago and had over the centuries risen only slowly. All of a sudden it
began to increase in great spurts.

The reason is that thanks to the spread of public health practices and
to developments in medicine, Indians are living longer. Life expectancy has

gone up from about 25 years to about 38 years in my lifetime -- not a very
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long life expectancy by our standerds, but quite enough to upset the delicate
talance of India's traditional economy. While the population was stable or
grew only slowly India's millions, if they lived in material poverty, did
not lack for the bare necessities of life, Nor was there a shortage of
arable land., But while 85% of India's families today still scrape a living
from the lard, there has long since ceased to be enough land to go around.
In some areas plots have been divided and subdivided and subdivided again
until they have become so small as to defy the application of modern farming
methods, And vwhile industry has been developed rapidly in India, it has not
grown nearly enough to draw the excess population away from the countryside.
Today more than 75 million Indians -- almost one-fifth of the population --
are landless laborers and tenants, unemployed for much, if not all, of the
year, IAnother 3 million constitute a pool of more or less permenent un-
employed in the cities.

Next time you hear or read of India's population problem remember it
is the direct result of the promotion of science and technology in the field
of public health -- one of the successes for which we of the west became
famous, To this extent, at the very least, you cannot escape some involve-
ment in a problem that is all too obviously explosive in more ways than one,

While in Egypt I saw along the Suez Canal one of the most incredible
sights I have ever seen, For long stretches along the banks thousands of
men and boys were carrying rock and earth to build new levees for a wider
canal, They had little equipment other than their btare hends. The going
wage, I was told, was forty cents a day plus bonuses for those who broke up
the most rock or lugged the largest amount of earth., Yet my engineers in-

formed me that more was being accomplished in a given shift than they had
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ever seen in a comparable operation elsewhere, even with all the mechanical
aids of the construction industry.

What released this enormous energy? Something called nationalism,
Egypt, like most underdeveloped countries today, is obsessed with & desire
to reassert its pride in its own history and institutions and to recapture
for itself something of the place it once held in the world, All over
Egypt the banners of nationalism are flying, and like all nationalism,
Egypt's is a mixture of genuine patriotism and fierce resentment against
real or imagined subjugation in the past., While Egypt's leaders are de-
nouncing more or less violently all entangling alliances with foreigners,
they ere along the Suez Canal desperately trying to show the world that
they cen go it alone,

If the humen effort seems appalling to those of us used to the com-
fortable working conditions here in the United States, it is largely a
measure of the strength of this force called nationalism, And to a con-
siderable extent we made nationalism & strong force by making it impossible
for people who had seen our ways and who had learned something of our vast
store of scientific and technical knowledge to accept any form of dependencs
on us, By promoting science and technology and the idea that man can have
at least some say over his destiny, we lead people to regerd national in-
dependence as necessary for national and racial self-respect, To this ex-
tent again you cannot avoid involvement not just in Egypt, but in all the
poor and newly-independent countries of the world which are reacting to the
impact of our ideas and achievements in ways very similar to Egypt.

In Pakistan, as you know, representative government has recently been

discarded in favor of a military dictatorship. This has been the rule rather
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than the exception in the poor countries of Asia, the Middle East and Africa,
While I was in Karachi I heard an explanation from an old friend of mine.
"In your country," he said, "Congress may take six months or more to debate
a simple law, but a decision is finally reached and you can afford the delay,
Our Parliament never could come to a decision and we couldn't afford even
to delay., You see we simply have to do something about feeding our people
and giving them some hope in a future which promises & little less misery
and discomfort,"

Perhaps more than in the other two illustrations I have cited you can-
not escape involvement in this dilemma., For the case of Pakistan and the
other countries which have discarded representative government shows how
much more success we have had at making poverty intolerable than we have had
at meking democracy possible. It illustrates how much greater has been the
impact of our material achievements than has been the impact of our ideals,

Fakistan, like all newly-independent governments, learned quickly that
the fact of national independence does not automatically bring with it the
economic betterment that people of an underdeveloped country need and want
so desperately. The fact that there was not even enough economic progress
to make democracy possible damages our cause almost as much as it hurts the
people of Pakistan, Perhaps we could not have prevented the failure of
representative government there; I do not know; but at least we should examine
our record to see if 4n any way we promoted the failure., If our real aim is
to foster the growth of free societies, then we must face the fact that we
have made it impossible for such societies to co-exist for long while the
population stagnates in poverty. Whatever other political aims we may have,

this fact is not altered by them,
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It would take many more illustrations to show the full impact of your
heritage on the poor societies of the world, In every corner of the globe
now at least some people have seen our image of modern economic man and
have been inspired to emulate him, Everywhere this has caused destruction
of the fabric of society and set in motion currents of change among peoples
whose habits and attitudes towards life and work had not previously changed
for centuries,

And it is little wonder. In most of the poor societies of the world
revolution upon revolution is still needed in people's habits and attitudes
towards life before there can be an escape from poverty. This modern
economic man we have created is & complicated being; he is like & machine
in that to function efficiently he must have the right parts connected in
the right ways. While we know all that needs to be known to create him --
all the technology and all the necessary policies and institutions to make
him effective -~ we still have not discovered how to communicate this knowledge
to others without running & grave risk of turning out robots instead of men.

There is no simple answer to this dilemma, If the free nations of the
world have an alternative to poverty which is applicable in the poor societies
today and which does not do violence to the tenets of freedom, we cannot hope
to sell it like soap or preach it like religion., It can only be induced by
example and by working together with the peoples of these poor societies con-
stantly and patiently at tasks designed to raise living standards, If this
is the hard way, no other way is consistent with freedom.,

Should we make the sacrifices for such an uncertain task? Should we pay
the price to see that our alternative has a real chance to work? 1Is a free

society capable of having the stamina to undertake such & necessarily long
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and frustrating job? You will have to answer these questions again and again
in your lifetime,

If you are to be true to the aims and ideals of your fathers, you will
have the courage to find affirmative answers to these questions. Your fore-
bears saw in the power of science and technology -- and in the radical idea
that men could have some say over his destiny -- tremendous power for gocd.
If you are to stand for anything in your time, it must be to maintain the
balance of hope in this fundamental proposition, This is the responsibility
of free societies everywhere, And today what better way is there of dis-
charging this responsibility -- what other way is nearly so hopeful -- then
by devoting a good measure of our resources and our resourcefulness to helping
these people find a humene alternative to the poverty which we have done so

much to make intolerable?



HAROLD E. . WoOD

FIRST NATIONAL BANK BUILDING
SAINT PAUL

JUNIOR.D

June 11, 1959

Dear Gene:

Under the glow produced by your thirty-six
hours in the Twin Cities, I meant to write you Tuesday
‘morning a confirming "thank you". You did a superb
job at Macalester, as I knew you would, and your re-
marks at the luncheon were memorable. You must re-
member that, out here, we don't get the direct word
which New York and Washington provide. When it comes
to such students as those at Macalester, it's a great
thing for them to see in the flesh and hear the men
who are making history. Again, many many thanks.

One of our local bookstores is mailing you
the two volumes of De Gaulle, I hope you enjoy them
as much as I have the first volume, and am now dipping
into the second. Attached is the review of the second
volume by John Chamberlain in yesterday's Wall Street
Journal. You may not have seen it.

Again thanks, and my best to you.
Sincerely,

Y DA h—

Harold E. Wood.

Mr. Eugene R. Black
President, International Bank

for Reconstruction and Development Q
1818 H Street, N. W. R
Washington, D, C. /fugfa
&
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November 4, 1959

Desr Besryy - oy OX 29

We are delighted to learm that Geme Black's talk
had a good reception from the Savings Bankers.

I shall certainly give you points on being even
wetter than Elinor or I on that famous Monday. Actu-
ally the Association should have a speeial medal struck
for the "Grand Order of the Web Foot."

As to Gene's expenses, he was more than pleased to
take on this assignment and desires that we bear all
costs of his trip., I hope very much that this will be
satisfactory to the Association.

Sincerely yours,

William L. Bennett
Office of Information

*o‘cmm

General Secretary

The Savings Banks Association
110 Bast 42nd Street

New York 17, New York



PRESIDENT
EDWARD J. PIERCE
PRESIDENT MAMNAGING DIRECTOR
HARLEM SAVINGS BANKX i ey GEORGE M PENNEY
NEW YORK CITY 110 EAST 42ND STREET
NEW YORK CiTY

VICE PRESIDENT
CHARLES W. GLEASON
PRESIDENT
THE GREEN POINT SAVINGS BANK
BROOKLYN. M. ¥

GENERAL SECRETARY

E. HENRY POWELL

110 EAST 42MND STREET
NEW YORK cITY

TREASURER
STUART A. LYMAN
PRESIDENT
THE FRANKLIN SAVINGS BANK
NEW YORK CITY

DIRECTOR OF BANKING OFERATIONS
EDWIN B. LAMONT
110 EAST 42ND STREET
NEW YORK CITY

ASSISTANT TREASURER
MORRIS O CRAWFORD. JR
EXECUTIVE VICE PRESIDENT
THE BOWERY SAVINGS BANK
NEW YORK CITY

DIRECTOR OF PUBLIC RELATIONS
KENNETH L. VIRCH
110 EAST 42ND STREET
NEW YORK CITY

The SAVINGS BANKS ASSOCIATION

OF THE STATE ©OF NEW YORK
110 EAST 42™ STREET
NEW YORK 17, N.Y.

October 29, 1959

Mr. William L. Bennett

International Bank for Reconstruction
and Development

Washington 25, D. C.

Dear Bill:

Thanks ever so much for your very nice note
which I will pass along to Judge Penney and Ed
Lamont who are out of the office today. We are
happy that you enjoyed your trip and will promise
to do a better job with the weather next time. At
least I did my best to get as wet as you did.

Everybody was most enthusiastic about Gene's
talk, and it was wonderful of him to do it. We
had hoped that he would be able to enjoy the entire
cruise and it was too bad that he was able to be
with us such a short time. I know Ed Pierce has
written him.

If he hasn't already sent along the statement of ./
his expenses, you might remind him and we will

see that it is taken care of promptly.

Sincerely yours,

frok o
EHP:ame
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October 28, 1959

Mr. Eugene Black, President

International Bank for Reconstruction
and Development

1818 'H' Street, N. W,

Washington 25, D, C,

Dear Mr. Black,

May I express to you my deep appreciation of
your kindness in taking the time from your very
busy schedule to appear on our Convention program.,

I have heard nothing but praise for your most
interesting talk about the World Bank and I regret
that your engagements limited the time you could
spend with us,

With every good wish,

Sincerely yours,

T g A

Predident
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October 27, 1959

Dear Russell:

It wvas nice seeing you on the Nieww
Amsterdam and once again I find myself
indebted to you for your nice ccmments
about my speech. The trip was an
interesting one in spite of the bad
weather plus the hurricane problem.

Best regards,
Sincerely yours,
/_5/ ﬁgﬁﬂ_-
Mr. Russell Prudden
Prudden's
124 E. 91st Street
New York, N.Y.

ERB:eml
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bond issues; and current reserves are $433 Million. All this strengthens ground for
international and lasting peace.

THE IMPORTANCE OF - to N.Y. State's banking system was ably covered by Dr. Raymond
SAVINGS BANKING Rodgers of N.Y. Univ., who concluded "there is no economic jus-
tification for current attacks on savings banks, and it is un-
fortunate the public doesn't understand this." Also he deplored fact that "some,
either through ignorance or for selfish purposes, mislead the public." Again, "there
are controlling economic reasons for small banks & big ones, for commercials & sav-
ings banks, or they would not have developed side by side. It is selfish to "attempt
to turn the small banks against the large ones and the commercials against savings."

NEW U.S. 4%'S - An article in 10/19 "World-Telegram" by Fin. Writer Edmour Germain

tells of disclosure after private discussions at convention - that
to avert drain on thrift funds, some savings bankers are notifying Treasury -f pre-
paredness to provide it with new funds to finance its long-term needs at 43%, to ex-
tent that Treas. is ready to pre-refund some of its 2% & 2 3/4% issues held by such
banks. Recent 5% Notes were reported as a drain on many banks equal to a year's
normal investment in mortgeges. Idea is for banks to buy (in dollar amounts) same
volume of New 4}'s as Treasury is willing to pre-fund of lower-yield issues.

VEVER A DULL MOMENT - Ocean trips can be quite exciting! Before leaving Hoboken,
the new & world's 5th largest liner "Rotterdam" and the big

cruise ship "Nieuw Amsterdam" played "musical chairs" by switching piers in the

Hudson River to accomodate incoming passengers and outgoing bank cruise delegates.
Then after a rainy day in Bermuda, announcement of fast-approaching Hurrican "Judith"
meant quick moving of the big ship out into the ocean to avoid possible hurricane
damage less probable there than at anchor in the shallow Bermuda harbor waters. Every-
one had a "wet" time from the deluge of rain but not from their Hamilton purchases
which were all bonded and deliverable in New York City.

SPEECHES AVAILABLE - Copies of the various speeches and other items mentioned in this
Digest are available from us if you will enclose a 12¢ stamped
self-addressed envelope for each. Many are worth careful perusal.

HIGHER DIVIDEND RATES - In today's "W.S. Journal" survey, it is reported that more
S&Le in Chicago, Toledo, etc., will up rates to 4%, effective

next Jan. 1. Competition from Treas. Notes is a factor. Re this, many S&Ls must pay

more for borrowed money as six F.H.L. Banks have increased rates on loans to Sé&Ls.

WATCH DELINQUENCIES - Keep in mind that perscnal income since mid-July has been harder

hit by steel strike than the Adm. previously estimated. And
here's a warning: Consumer Credit delinquencies at 'banks increased in August, first
full month of strike - first time since Feb. While percentage of overdue loans was
still substantially below last year, latest ABA Report warns current rise should be
wetched closely.

Note: Although there has been subdued talk of credit controls if inflation-
ary pressures increase, Prof. J.I. Bogen of N.Y.U. writes todey that length of steel
strike and uncerteinty about lasting industrisl peace "have lessened threat that the
credit stringency will reach an acute phase during current quarter." A Big Question:
How much will expected 1960 auto sales add to current all-time-high Consumer Credit
total of $48 Billion?

NON-REPORTED INTEREST - A new headache may be in offing for savings institutions!

Perhaps so as the Treasury has indicated again ite concern
that many savers are not reporting interest & dividends for taxation. Wants cooper-
ation from banks and S&Ls, or enforced withholding may be ahead, similar to with-
holding of wages. Some observers say banks could forestall drastic legislative ac-
tion by voluntary cooperation. One proposal is for institutions to put appropriately-
phrased slips in the mail with some thoughts about amount of taxes to be paid.
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is assuming scandalous proportions," adding, "I am grateful that you have brought it
out in the open." Note: Lack of space will not permit our "digesting" this letter

but we suggest you read in detail if you wish to be informed about both sides of con-
troversy. (Write us for copy.)

"WHAT KIND OF SIXTIES?" - was ably discussed by Chm. H.,C. Alexander of Morgan Guaranty

Trust Co., who made & hit by saying: "1 neither solicit nor
accept savings deposits," and also stressing that "each kind of institution has its
own advantages, its own special opportunities to serve, and grow, and prosper - or to
falle"

As to what kind of Sixties we will have, Mr. Alexander said we would grow in
size and activity, but - how sound will that growth be? Much will depend on "how in-
telligently we as a nation will manage our econcmic affairs." Although there are
strikes & other blemishes now, "money panic talk is without foundation - interest
rates are not to go through the roof." The banking system is heavily loaned but not
"loaned up." However, other very pressing problems will worsen and become critical
if available remedies are not applied. Some are: 1) Loss of gold although "our gold
stock is still more than ample;" and 2) deficit in our international payments.

THE REMEDIES - include: 1) Need to export more goods. Building up export sales is
"one of the toughest jobs we face in Sixtiesz" 2) Need to urge other

countries to drop discriminatory restrictions against our goodsjy 3) not putting on

our own import restrictions; 4) get our allies to carry s larger share of capital =

outlays for underdeveloped areas; 5) go slower in encouraging our export of private

cepital (but without real restrictions); and 6) make our currency so sound & yields

in our investment market more gttractive so that foreign capital invested here will

not leave.

THE U.S. DOLLAR - Briefly, a number of other world currencies have greatly strength-

ened and the dollar's margin of superiority has been reduced. Con-
fidence in the Dollar remains strong, but 1) "Budget deficits are bad;" 2) management
of huge Govt. debt is complicated; 3) "the 43% ceiling should come off;" 4) too much
short-term finencing invites inflation and is dangerously close to creating funds.
"Treasury doesn't want a printing press;" and 5) wages should be closely related to
productivity.

Without trying to sound an alarm, Mr. Alexander stressed that above problems
can be solved and their dangers averted, "but only if they are tackled with the will
and determination to overcome them." This should be the business for all of us and
if we win the battle, the Sixties "may well be the best years we have so far enjoyed."

THE DOLLAR IS SOUND - Somewhat in line with Mr. Alexander!s remarks, Pres. Eugene ,//?
Black of the World Bank said the American Dollar is today an

international currency gsecond to none, and he is sure that the talk of lack of con-

fidence in certain quarters "is but a passing phase." Believes that European nations

"know that discumination against Dollar trade reflects a hangover from past fears

rather than the realities of today's trading world."

The point is that "being a banker for the world involves maintaining a healthy
balance of payments without regarding every period of gold outflow as a crisis of con-
fidence." Many of today's problems and remedies reflect "a natural position for the
banker of the Free World"... and most of the problems "are primarily the result of the
tremendous achievements of the past decade." Note: The Development Loan Fund, in a
major policy innovation, announced yesterday that in the future its loans to under-
developed countries must normally be spent on American goods.

GROWTH OF THE - also was covered in a very interesting manner by Pres. Black who de-
WORLD BANK scribed the difficulties encountered in building big dams and other
utilities which will help raise the standard of living of thousands
of people in many parts of the world. Also told of Bank's rapid growth in 10 years -
"as lender, as borrower, and as an Agency inevitably caught up in the currents of
international diplomacy." Has loans over $4.5 Bil. in 50 different countries; deals
in 30 different currencies; has had no defaults anywhere; has floated 49 successful




INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

1818 H STREET, N.W., WASHINGTON 25, D. C. TELEFHONE: EXECUTIVE 3-6360

Address by Eugene R. Black, President of the
International Bank for Reconstruction and Developument
before the Annual Convention of the Savings Banks
Association of New York, aboard the Nieuw Amsterdam,

October 20, 1959

GROWTH OF THE WORLD BANK, 1949-1959

It's good to be at sea again with the New York State Savings Banks
Association.

You will remember, you signed me on as a speaker aboard this same ship
almost exactly ten years ago this day. At that time the World Bank had
hardly gotten its sea-legs. I accepted your gracious invitation then to ex-
press my thanks for the confidence this group had already shown in the Bank's
promise. It was your group which more than any other helped us to establish
the legality of World Bank bonds for investment by savings banks and fidueciary
trusts in the United States. When we needed support most, you gave us the
support we needed.

That would be reason enough for me to welcome this second invitation to
report to you on what the Bank is doing. But the fact is your support has
never wavered in the ensuing ten years. Today, in so far as we are able to
estimate these things, savings banks appear to hold nearly a quarter of the
$1 billion of our bonds and notes outstanding in the United States. And
somewhat more than half of that quarter is held by mewmbers of your organiza-
tion. If the World Bank has now proved itself seaworthy in the heavy seas
of international finance, your continuing support has helped account for this
in a most tangible way.

* % %W W B
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What a difference ten years can make! When I was here in 1949, a round
of devaluations had just swept Western Europe and the Marshall Plan was Jjust
being launched to try to restore to our wartime allies the economic and finan-
cial independence which we all felt was indispensable if they were to remain
politically independent. All sorts of new and untried schemes were being
hatched and here at home business and finance were being exhorted as never
before to go out into the world and carry to others the benefits of the growth
and prosperity which they had so successfully brought to fruit in the United
States. It was a time of troubles, but of boundless confidence.

Today we can say that as far as the Atlantic Community of nations is con-
cerned -- and Japan, too -- there were few more successful and constructive
decades in history. The economies and the currencies of Western Europe and
Japan have been restored and an atmosphere has been created in which the flow
of capital across national boundaries has reached a volume few of us would
have dared to predict in 1949.

In fact, the degree of success achieved in the past decade seems to have
taken many people by surprise. Some even seem to be worried sbout it. Thus
in the United States there is concern over the fact that today America owns
only about half the Free World's gold supply while in 1949 it ewned something
over 60%. And in Western Europe governments cling to restrictions against
dollar trade long after the pressing need to conserve dollars has been over-
come. On the surface there appears to be less confidence now that we have
achieved a degree of financial order and stability in the Free World than
there was when the nations of the Free World were more or less poor relations

of the United States.
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I am sure that this is but a passing phase. At our recent Annual
Meeting I saw plenty of evidence that the European nations know that con-
tinued discrimination against dollar trade reflects a hangover from past
fears rather than the realities of today's trading world. And at the same
time I think that we in the United States will come to learn that part of
being banker for the world involves maintaining a healthy balance of payments
without regarding every period of gold outflow as a crisis of confidence.

The United States has, in effect, swapped a considerable amount of liquidity
in the form of gold for new, productive investments abroad -- just the kind
of swap we were most anxious to achieve in 1949. If we now have to look to
our balance of payments -- to look more carefully to our own costs and guard
wmore carefully against inflaticrary pressures at home -~ this is a most
natural position for the banker of the Free World.

As T see it we have achieved, in the Atlantic Commnity anyway, something
like normasl financial relationships -- if anything can be called normal in
these changing times. As such today's problems are primarily the result of
tremendous achievements in the past decade.

® R e R R B

Rapid growth over these ten years has become a common place. You know
that; the assets of your members have increased by some $12 billion or more
than 100% in those years. And we know it, too. The World Bank has grown
out of all recognition to what it was in 1949. But rather than recite for
you a long and dreary list of statisties, let me talk about the Bank in its
three distinctive roles -- as lender, as borrower and as an agency inevitably
canght up in the currents of internationel diplomacy. Let me give a few
brief impressions of our work in each of these roles with only enough statis-

tics to set the background.
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When I was here in 1949, the Bank had committed only some $600 million
in loans in eight different countries. Now we have committed more than
$4,500 million in fifty different countries. Then we were only dealing in
two currencies -- dollars and Swiss francs -- now we deal in 30 different
currencies.

As a lender the Bank has proved a remarkably flexible instrument. While
you are all familiar with the kinds of loans the Bank makes, these loans, in
fact, tend to serve separate and distinct purposes in each of our borrowing
countries. Where there exists already a considerable understanding of the
importance of monetary stability and of the various techniques necessary
for the wise investment of capital, our loans serve to support fairly broad
economic objectives. This is the case with our big borrowers -- India,
Italy, Japan and Australia among others. Then there is another category
of loans -- to me the most interesting -- in which we have helped to finance
pioneering projects in an underdeveloped country which promise to change the
countryside in most dramatic ways. Let me describe two of these latter
loans by way of illustration -- a small one and a big one.

% * ®* ¥ * * *

Let me take the big one first: You all know that the Bank made a large
loan to help finance the Kariba Gorge power project in Central Africa; it
remains in fact the biggest single project loan we have made -- $80 million
equivalent. The building of this project was an adventure, ranking with
the most exciting which engineers and financiers have ever undeirtaken.

Back in 1955 when the Bank was approached by the Government of the
Federation of Rhodesia and Nyasaland, the Copper Belt in Northern Rhodesia

was burning wood to produce power. Either new thermal plants would have
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to be built, together with new rail lines and new coal mines to supply those
plants, or the Rhodesians would have to fulfill an age-old dream of civil
engineers and dam the Zambezi, which flows, ferociously in the spring and
like a placid stream in the fall, through one of the world's most remote
hinterlands. The Federation Government said that their consultants, a team
of English and French experts with world-wide experience in building dams,
thought Kariba the best bet. They wanted to know if we agreed and would
back them.

It was a tall order. They wanted, as a first stage, to build a dam,
which would create a reservoir 130 miles long ~-- the largest man-made lake
in the world -- and attach to it a power station with a capacity of 500
megawatts. As a second stage they wanted to increase the capacity of this
station to 600 megawatts and then build another of the same size on the other
side of the river -- making a grand total of 1,200 megawatts. They wanted
this great power dam to serve two areas -- one nearly 275 miles away to the
north, the Copper Belt, the other nearly 400 miles to the south, the cities
of Salisbury and Bulawayo, industrial centers of Southern Rhodesia. DBetween
these two groups of consumers there was absolutely nothing save a handful of
tribal Africans and a great many wild animals.

Now this was, despite its spectacular specifications, one of the best
documented requests we ever received at the Bank. But we knew that before
we took the plunge we had to question every single document.

First we challenged the cost estimates, and sure enough they went up.
They started at $148 million but by the time they had been reviewed by the
borrowers' consultants and checked by a chartered accountants office in

London they had risen to $322 million.
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Then we checked the consultants' estimate of the market and the probatle
rate of growth of that market. After all, 1,200 megawatts is a lot of
capacity to build in one of the most sparsely inhabited regions in the world.
To check this point we took the unusual step of hiring our own team of con-
sultants; they not only confirmed the market estimate submitted by the
borrower, they went it one better. Of course, we settled for the lower of
the two estimates!

We paid special attention to the borrower's proposed rate policy. We
had read some disturbing statements by officials of the Federation Govern-
ment who were promising "cheap" power from Kariba. The financial plan
proposed was based on rates which would not have permitted Kariba to operate
in the black until the second stage installations had been virtually com-
pleted. There was no provision for setting aside capital out of the first
stage operations to help finance the second stage. We wouldn't buy any
of this so we set about persuading the Federation authorities to set rates
that not only would allow a profitable operation right from the start, but
which would yield funds by the time they were needed to finance 50% of the
second stage. We won our point and when Kariba goes on stream the rates
charged will not be cheaper, but just about the same as other power rates
prevailing in the country. This means the Federal Governuent will already
have provided for half the money needed to install the second half of
Kariba's capacity.

At this point we agreed to the loan, and then started one of the most
elaborate international competitions for contracts that has ever been
undertaken. An Ttalian firm ended up with the construction contract and
British firms captured most of the equipment contracts. The dam, inciden-

tally, was designed by a Frenchman. These groups, together with the
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Federation and its consultants, worked together so well that very substan-
tial savings below cost estimates were realized. From these savings it
was possible to increase the height of the dam 20 feet, to install an addi-
tional generator, originally scheduled for the second stage, and to tie the
town of Lusaka in N. Rhodesia into the power system while still ending up
some $14 million under the estimates.

The building of the dam was not without its unexpected adventures.
Just after the first coffer dam was built in 1957 it was flooded when the
Zambezi went on a rampage which exceeded anything on record. A year later,
after construction had been put back on schedule, the river again revolted,
this time pouring water through the narrow Kariba Gorge at a rate twice the
normal flow over Niagara Falls. Once again the coffer dam was flooded and
this time bridges were swept away, roads washed out and buildings destroyed.
It was shortly after this devastation that I happened to visit Kariba. Yet
by the end of 1958, after stepping up the rate of construction, the building
program was again on schedule.

This January, right on schedule, Kariba will transmit its first power.
The lines will have been built over the vast, almost uninhabited, scrubland
of Northern Rhodesia to the Copper Belt. By April power will be flowing
south to Salisbury. For some months now water has been building up in the
huge lake behind the Kariba dam, causing probably the greatest migration
of wild animals since the days of Noah's ark. Such few people as lived in
the area have long since been moved, their tribal homes sacrificed in the
name of paving the way for a brand new community on one of the world's last

frontiers.
* X X K ¥ X *
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Kariba was a big project. The Karnaphuli Paper Mill in BEast Pakistan
was a little project -- at least in terms of the money we lent. Our loan
was for only $4.2 million equivalent in dollars, sterling and Italian lire.
But Kernaphuli is just as exciting a story. Let me sketch just the barest
details.

This paper mill is located in the hills above Chittagong in East
Pakistan -- or East Bengal as it was called before partition. The land
is about as different from Central Africa as any land could be. Here is
one of the most crowded pieces of real estate on earth, yet the people living
there have until recently been almost entirely cut off from the outside world.

Here all is jungle where until the war few outsiders went except to
hunt tiger and wild elephants. It is a tangled mass of densely forested
hills, ravines and cliffs, interlaced with swamps and water courses which
through much of the year are raging torrents. You see it rains on the
average of 100 inches a year in East Pakistan; 500 inches a year have been
recorded.

The people for the most part practice the age-old system of shifting
agriculture which still is common both in Asia and Africa. In the winter
they select a patch of relatively light jungle, cut out for themselves a
rough clearing and then in the spring burn it off. When the ground is
burned to an inch or two deep and has cooled off, sowing begins. The seeds --
cotton seeds, rice, melons, cucumber and others -- are all mixed up in a
single basket and a small portion of the mixture is planted in holes in the
clearing. In July corn is harvested; in September, vegetables and grain;
in October and November, cotton. The next year a new clearing is made and
the process starts again. Unfortunately, it takes the land in one of these
clearings about ten years to recover from the beating it takes from one

yvear's cultivation in this manner.
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Hardly sounds like a place to build a paper mill. But there is one
prime asset: an enormous supply of a special kind of bawmboo which the
natives use in the building of their stilted houses, and which in other
countries has been used to make quality paper. Largely on the strength of
this the Pakistan Goverament drew up plans for a paper mill and approached
us to help finance it.

I wish I had time to tell the full story of this amazing paper mill.
It is a story not without some very harrowing incidents. The majority of
the workers employed at the start had never left their villages, much less
had any experience with factory work. There was no pool of experienced
management to draw on in Pakistan; all had to be trained. Equipment and
materials in large part had to be shipped into the site by sampans, often
a perilous voyage on the always treacherous rivers.

There were many difficulties on the production line and between manage-
ment and labor. One mill executive from West Pakistan was killed in a riot,
touched off by resentment among the Bengalis at so many intrusions and so
many overlords from outside their community. During one brief period
through a gigantic miscalculation of the market the mill produced enough
blotting paper to serve the needs of Pakistan for several decades. In
more than one year the company's accounts didn't make an appearance until
many months after they were due.

It is an understatement to say that the World Bank and the Pakistanis
learned a lot through the building of the Karnaphuli Paper Mill deep in the
heart of the Chittagong Hills. But we lived through it together, ending
up with considerable mutusl respect and today along the Karnaphuli River

there are two miles of well-planned buildings consisting of an integrated
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pulp and paper mill, modern offices and a colony for the company's 3,000
workers. Production has reached some 25,000 tons of wrapping and writing
paper a year, allowing Pakistan to dispense with some $5 million equivalent
in annual imports.

If you were to visit this mill, you would be quick to notice differ-
ences from a modern western paper mill. There are still operating diffi-
culties, The labor force is high by western standards. Many workers
come from miles away and have to leave their families behind because there
is no housing for them near the mill. The starting wage of $15 a month
might shock you.

But there has been notable progress. All the foreign management
personnel, save only the present general manager, a Swiss, have left and
Pakistanis, many of them from Bengal, have taken their jobs. If the
living conditions of the workers still leave a great deal to be desired,
the wages being paid are twice as much as the local sampan owners get for
paddling their cumbersome craft from dawm to dusk along the waterways of
Fast Pakistan. It is enough to support the wage earner and the many
dependants who by local custom look to him as the breadwinner. It is an
income immune from the hazards of famine and flood that have from time
immemorial plagued the surrounding country. It is the beginning of an
escape from the cruel predicament of an exploding population pressing upon
diminishing reserves of arable land.

The mill, which started as a government-owned project, now has some
28,000 private stockholders who together hold a majority of the stock.
Some of these stockholders subscribed as little as $2.10 for a single share.

And the piant has begun to show a profit and is declaring annual dividends

1
of T2%.
o e A e e e
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Is it a good loan, you will ask? Can a banker take these exotic
items into his portfolio and still remain a good banker? To those questions
I will only give one brief answer. We have received, so far, more than one
billion dollars equivalent in interest and principal repayments from our
borrowers. Nowhere has there been a default.

* % % K % X *

The financial story of the Bank is more familiar to you, but to me it
has been no less exciting.

When I was here in 1949, we had made only three issues of our bonds,
two in the United States and one in Switzerland. At the same time beyond
the United States subscription, we had yet to receive more than token pay-
ments from our other members from their paid-in capital. And we had hardly
begun to make contacts with private financial institutions in the matter of
persuaéjng them to participate in our lending in one way or another.

We have now, long since received and loaned out the bulk of the capi-
tal initially subscribed and paid in by our 68 member countries. From
this source we have had the equivalent of about $1.5 billion, of which the
American subscription accounts for only slightly more than a third. More
and more of this capital is coming back to us in principal repayments and
is being relent. But for some time now by far the most important source
of our new resources has been the private capital markets. Two-thirds of
the funds we have had available for lending has come from these markets.

Up to date we have floated 49 successful bond issues. Besides
Switzerland and the United Stetes, we have entered the public markets of
Canada, Britain, the Netherlands, Belgium and the German Federal Republic.

Naturally, we have raised dollars for the most part; the American dollar
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is today an international currency second to none. But we have also raised
the equivalent of $300 million in sterling, guilders, Belgian francs, Swiss
francs, deutsche marks and Canadian dollars. And about $680 million, or
about 40%, of our dollar debt is held abroad. We have grown very inter-
national in this department since I saw you last. More than half of our
total debt outstanding is held outside the United States in some 42 different
countries.

The market for our bonds inside the United States has also grown very
rapidly. As you are no doubt aware, there has been during this time a
marked shift in our major buyers. While savings banks and insurance com=-
panies dominated our lists up to 1955, about half our debt outstanding in
the United States is held by pension funds -- corporate, state and labor
union funds =-- and philanthropic foundations. This is to some extent a
natural result of the prevailing pattern of interest rates. Wwhat is im-
portant to us is that we have during this period picked up a substantial
number of new buyers. In just two issues last year we identified 277 first-~
time buyers.

While the market for our bonds has been expanding apace, we have also
established a great number of contacts with private financial institutions
here and abroad who have participated in our lending in one way or another.
In all some 150 commercial banks, insurance companies and other public and
private financial institutions have participated with us at the time of
lending or have bought out of our portfolio to the tune of nearly $600 million.

The financial story of the Bank is one of widening markets and the
progressive internationalization of our debt. Recently, as you know, a new
chapter in this story was opened when our member governments voted to renew

and replenish their guarantees behind our bonds by voting to double our
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authorized capital. No further paid in subscriptions were involved in this
exercise, but the uncalled subscriptions of most members were increased by
better than 100%. In the case of the United States, this action increases
the effective American gusrantee from $2,540 million to $5,715 million.
Considering that our outstanding funded debt today is under $2,000 million,
the present size of the American guarantee alone would seem quite sufficient
to cover our outstanding liabilities in full for many years.

But we do not rest on guarantees, as you know. Since 1949 when I was
here before, our annual net earnings have increased each year to a record
of $45.6 million in the year that ended last June. Our total reserves, which
stood at $22 million in 1949, stand at $433 million today.

* % * ¥ * #* *

This brings me to my final comments -- on the role of the Bank as an
instrument in international diplomacy. I said we have been unavoidably in-
volved in international diplomacy. This is because what are commonly called
international development problems are more often than not concerned with the
domestic policies of the underdeveloped countries. Since we are charged with
promoting sound economic policies and the sound management of economic affairs,
we are, in every loan operation, inevitably involved in diplomacy.

That we survive in this heady atmosphere is, I think, almost solely due
to the fact that we are an international organization. The inevitable con-
ditions we attach to our loans gain acceptance from us where they might not
gain acceptance from a national organization very largely because we are
not wrapped in the flag of any one nation. And when we have disagreements
with a borrower, which we most assuredly do, the disagreements are not cause

for recalling ambassadors or mobilizing armies. In fact, we try never to



s O o

lose contact with a member country no matter how serious our disagreements
may be. With us there is always another chance and another day in which
business may be done.

As you are aware we have been drawn into some international disputes
which are not directly connected with our lending operations. We were asked
to mediate between the shareholders of the former Suez Canal Company and the
United Arab Republic after the Suez incident. We were further asked to
mediate the financial claims petween the United Kingdom and the U.A.R. That
both of these discussions have been translated into agreements which are now
being carried out is strong testimony to the worth of an international deve-
lopment organization. It is this fact, not any tricks of personal diplomacy,
which made agreement possible.

For nine years now we have been trying to bring about a similar agree-
ment between India and Pakistan over the disputed question of the division
of the waters of the Indus Basin. Here is the largest irrigation network
in the world, equal to all the irrigated land west of the Mississippi. The
livelihood of some 40 million people depends directly or indirectly on this
river system.

In 1954, after two years of study and discussions with the two parties,
the World Bank put forward a proposal for a settlement which involves the
construction of a system of works - canals, barrages and reservoirs - which
would take ten years to build and which would cost about one billion dollars.

Since 1954 the Bank has been discussing this proposal with India and
Pakistan in all of its many details. We are now working on the text of an

International Water Treaty. The costs of the project are far beyond the
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finencial capacity of India and Pakistan, so the Bank has gone out in search
of financial aid. The Bank itself would participate and we have had en-
couraging assurances of financial help from the governments of Australia,
Canada, Germany, New Zealand, the United Kingdom and the United States.

In my opinion there is only one realistic escape from the kind of pre-
dicament in which India and Pakistan find themselves over the Indus Waters:
that escape is massive economic development through which both nations gain
so much that the dispute is forgotten. Since neither party to the dispute,
nor both together, have anywhere near the resources needed to effect such an
escape by themselves, the international community must ask itself whether It
will act or let the opportunity pass. The stakes are very high; on the one
hand this is obviously an undertaking that will test the mettle of engineers
and financiers as few development projects have ever done; on the other
hand, if the dispute were left to fester much longer, it could lead to pro-
gressively dangerous tensions between the two countries.

That we can genuinely hope that international cooperation will be
available to settle this dispute is to me immensely heartening. TFor just
as India and Pakistan can look for a hopeful escape from their differences
through economic development, so can many other nations today who are wasting
their energies in conflicts with their neighbors. And every concrete
achievement there is strengthens the ground on which international peace

rests and gives substance to mankind's hope that it can be a lasting peace,
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June 9, 1959

Dear Sir Christopher:

I wanted to write you this letter to
thank you for the invitation to address
the Pilgrim dinner, as well as for the
variocus courtesies extended to me. It
was a great experience and I feel a distinect
honor. I have now received the booklet
enclosing my speech and wish alsc to thank
you for sending it.

I hope to see you on cne of my frequent
visits to London.

With best regards,
Sincerely yours,

(Signed) Eugene R. Black
Bugene R. Black

Sir Christopher Chancellor, C.M.G.
General Manager

Reuters Ltd.

85, Fleet Street

London, E.C. 4,

England
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you. very grateful for the nice
things which you said in your introductory
speech and I hope I have the pleasure of
seeing you again on one of my trips to
London.
Sincerely yours,
[Signed) PFugens R. Black
Bugene R. Black

The Right Hon. The Lord Birkett
President

The Pilgrims

Savoy Hotel
London, W.U. 2, England
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Very sincerely yours,

l.r/?,
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Address by Eugene R. Black, President
of the
International Bank for Reconstruction and Development
Before The Pilgrims, London, England, Tuesday, May 5, 1959

For me it is indeed & noteworthy occasion to have been afforded the
privilege of addressing this distinguished company. And around the
occasion there is an element of novelty. Never before has it been thought
fitting that the toast of my health should be proposed ~-- true, in the most
gracious and felicitous terms -- by one of the most eminent eriminal lawyers
of our generation. But I am happy that it was to Lord Birkett that the task
should have fallen: he has let me off lightly.

I am honored, too, that the toast should have been supported -- with
equal graciousness =-- by my old friend Sir Roger Makins -- one of the former
Anmbassadors to wmy own country, of Her Majesty the Queen.

With ambassadors -- present and former -- my associations have been
less infrequent than with practitioners of the criminal law. My daily round
in the World Bank is quite substantially taken up in exchanges, ceremonial
and otherwise, with ambassadors of member countries of the Bank.

Although T am an American of undiluted British descent, I cannot lay
claim to belong to that Pilgrim vintage that was decanted on the Massachusetts
shore, some three hundred years ago.

My native state of Georgia was settled through the efforts of a
Londoner, General Oglethorpe, and his protegees -- a band of sturdy, indepen-
dent-minded souls, many of whom, in the words of the old Australian song
"left their country for their country's good". But this brought benefits all
round, By making the Atlantic crossing, General Oglethorpe's men contributed,
in no swall measure, to raising the general level of intelligence both in the
country of their birth and in the country of their adoption.

But I have, I feel, a well-earned right to be called a Pilgrim of
another sort -- exposed, and by now almost enured, to hardships undreamed of
by those Englishmen who stepped ashore at Plymouth Rock. My duties as
President of the World Bank send me to exotic corners of the globe with al-
most dizzying frequency, often at high altitudes and jet speeds not calculated
to improve either my digestion or my composure of mind. Such is one of the

consequences of being international.
¥R K K K ¥ X ¥

Tt would perhaps be appropriate if I spoke to you tonight about the
family problems of the Anglo-American community. But for that, my time is
too short; and anyhow these problems probably are better left to be settled
in family seclusion.

My concern, as President of the World Bank, is rather with relations
between the whole of the so-called economically-developed nations on the one
hand, and, on the other, the vast territory that stretches round the earth
from Letin America, across the continent of Africa and through the Middle
East, to South and South-East Asia. For want of a better phrase, we call
these lands and their peoples "the underdeveloped world".
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One of your hymn-writers, whose verses grace more than one of the
pages of "Hyuns - Ancient and Modern", wrote this:-

"The rich man in his castle
The poor men at his gate

God made them, high or lowly,
And ordered their estate."

This was the couplacent philosophy of the eighteen-sixties. I am told that
in this country today only poor men can afford to live in castles. But this
apart -- does this comfortable philosophy hold good in the nineteen-fifties?

We of our generation have seen a rebellion against this philosophy
among the people of our own countries -- indeed throughout the continent of
Europe. As a result of this rebellion, extremes of wealth and poverty have
been brought closer together. We have seen over the last fifty years a
massive redistribution of the national wealth within our respective national
boundaries on a scale unprecedented in history. And those of us who have not
actively or whole-heartedly promoted this result have at least tacitly or
grudgingly acquiesced in it. That this redistribution was able to come
about without serious cracks in our political structures, was, I am convinced,
only possible because we had been gble to maintain a consistent growth in our
national production. There has been a bigger national cake for all to share.

In the far lands, another revolution is just beginning to occur.
Modern communications -- the radio, the motion picture, the airplane, ever-
increasing contacts among nations -- have shown the people of the under-
developed world what they are prepared to regard as a better way of life than
their own. Millions and millions of people are becoming increasingly con-
scious, and convinced, that poverty is not necessarily "the state of life
unto which it has pleased God to call them".

In every corner of the earth today people have seen the fruits of
modern technological society, and everywhere people are coming to want those
fruits even where they do not yet understand much about how to nurture the
trees of knowledge that bear them. It is enough for them to know that they
exist and that man made them.

This thought has seized the imagination of the underdeveloped world,
and we have not yet, I think, begun to see its full impact. But its growth
is quickening every day in the minds of millions. Before it, traditional
attitudes are crumbling, and with it, the ways of life of the ancient civiliza-
tions are beginning to pass into history. More and more the only test of a
tolerable civilization is whether or not it affords an escape from poverty.

Today, the peoples of the underdeveloped world are on the march. They
have far to go. Consider that only a few years ago, the largest and most
populous country in Central America had less than 20 miles of paved road, or
that in wany Asian countries the amouat of machine power available per worker
is less than one-fortieth of the average in the industrial countries of the
west. Even more, consider the terrible toll of human life taken by poverty



-3 =~

and its consequences: In India, only half the babies born today are likely
to live to see their fifteenth birthday; and in fact, in most of the under-
developed world, hunger and sickness cut the length of life a good thirty
years short of yours and mine.

To hear these statistics occasionally is a salutary experience. To
actually look on the grim face of poverty, as more and more of us are doing
in this age of traveling around the globe, is to get an overpowering impression
of why the peoples of the underdeveloped world can so easily be cast into the
lethargy of despair or roused to furies of envy, hatred and malice.

Today, the dominating feature of the international scene is the
existence of the Cold War. The Cold War is, to say the least, complicated and
magnified by the wide disparity in the living standards of the developed and
the underdeveloped countries. That inequality is a source of frustration and
tension. Tt seems to offer endless opportunities for the unscrupulous or
misguided to stir up the discontent that, in any case, is latent in the under-
developed world.

Now, if the difference in our living standards should persist -- and in
some places it is growing wider -- then the resulting growth of tension may in
fact come to overshadow the Cold War itself. To hazard this prediction at a
time when we are so much concerned with relations among the great powers may
seem to you a bit far-fetched. But it is not really so far-fetched, it seems
to me, as the supposition that the Cold War itself may be the ultimate conflict
of history, to be resolved only by the complete triumph of one side and the
coumplete obliteration of the other.

Nor, looking across the seas, is it so difficult to see among the
awakening peoples of Asia, Africa and Latin America the possibility of con-
flicts quite capable of occupying the very front of the world stage. Already,
the emergence of new nations is creating new centers of decision. There is
no need to labor the point, in this cosmopolis of London, that decisions taken
by these emerging nations can have -- and already have had -- the most
profound consequences for Whitehall and Lombard Street. There already is
plenty of evidence to suggest that our children and grand-children in Britain
and America will find international politics more and more concerned with
events in the underdeveloped lands, and that our descendants will look back on
the political scene of today with something of the nostalgia with which we
ourselves look back on the political panorsma of our fathers' time.

What moral may be drawn from all this? I think it is clear enough. It
is that if a better and safer world for posterity is to be built, then much
of the construction must take place in the underdeveloped lands; and we our-
selves must play a significant part in helping these countries to achieve the
new standards of life to which they aspire. This is a common task we can
undertake for the common good of mankind.

The record of economic assistauce tendered to the underdeveloped
countries is by no means a discouraging one -- quite the contrary. But even
now, it is marred by too many instances in which aid given too hastily, for
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the wrong motives or the wrong objects, has fallen far short of accomplishing
what it should have achieved. In extreme cases, aid poorly conceived =-- far
from improving the economies of receiving countries -- has actually added to
the heavy burdens under which they are bending already. Far from helping to
create a partnership between nations, it has on occasion aroused bitterness
and even downright enmity.

Nobody has ever codified rules for contributing effectively to
economic development, and I do not profess to know whether there are five,
fifty or five hundred principles that might usefully serve the practitioners
of economic aid. There is, nevertheless, one central proposition that I
think is worth putting before you this evening.

The proposition is simply that aid -- meaning governmental assistance
in its many forms -- will be most effective if it in reality constitutes a
serious and well-studied effort to improve the economy of the receiving
country. This proposition may seem obvious enough; yet I think it is fair
to say that it is one which has received too little regard in the administra-
tion of a very large part of the funds, both public and private, that have
flowed across national boundaries for the ostensible purpose of helping
economic developuent.

For instance, it has been the fashion for some time to try to use
finance as an instrument of diplomacy -- a method of winning or cultivating
friends among nations, for the purpose of maintaining or improving inter-
national aligmments in a time of world tension.

By now, I think, the limitations of this approach are plainly
apparent. If the purpose of a particular offer of aid is to win gratitude,
then the donor is likely to think that the act of giving or lending will of
itself achieve the purpose. Whether the financing is for a project which is
feasible, or whether it meets an economic need of some priority, tend to
become secondary considerations; and whether the economic purpose of the
financing is finally achieved tends to become more secondary still.

There are in a number of underdeveloped countries unhappy monuments
to the wastefulness of this kind of approach -- the great irrigation dam
thrown across a valley whose soil is actually unsuited to cultivation; the
steel mill able to stay in operation only with the help of high tariffs and
of taxpayers' subsidies, the project ill planned, and then planned again,
until its cost to the intended beneficiary has been multiplied four times or
five.

The dangers of waste are also present when govermments use financial
accommodations of one kind or another as instruments of competition in export
markets. For here again, the main object is not necessarily the economic
betterment of the receiving country; it is, rather, likely to be the earn-
ing of foreign exchange and the promction of income and employment at home.
Whether the exports serve a good purpose in the receiving country, and even
whether the resulting debt is within the country's capacity to bear, may
again be secondary considerations.
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'We may learn a striking lesson, I think, from some of those under-
developed countries now undergoing the most severe shortages of foreign
exchange and the worst distortions of their domestic economies. Among these
countries are a number which, far from having had the least finance from
abroad, have had the most.

This finance was made available, for both commercial and diplomatic
motives. It was made available in quantities and at times that enabled
these countries to persist in the folly of unwise economic policies, and
made it possible for them to postpone the painful decisions and real
sacrifices necessary to their economic progress. In these cases, neither
the diplomat nor the exporter was able to take what sometimes may be the
wisest decision of all -- that is, not to proffer finance in circumstances
that offer no prospect that it will be effectively employed for the good of
the receiving country.

Now, gentlemen, T did not come here tonight to describe a gallery of
horrors. I do not mean to belittle the complexities or difficulties of
diplomacy, and least of all do T intend to indict honest men engaged in an
honest search for profits.

But I do mean that the successful development of the underdeveloped
world is an objective so vitally important to us that it is worth pursuing
for its own sake =-- steadily, unremittingly, and with as little regard as is
humanly possible for the fluctuating temperature of international politics
or the changing fortunes of international trade.

You may say that it is unrealistic to suppose that men can ever act
for objectives ostensibly so far removed from their own immediate self=-
interest. I would be very much discouraged to think that this might be soj
and I believe, moreover, that the record is beginning to show otherwise.

A great deal has been accomplished in the field of economic develop-
ment, and not least has been a growth of sophistication in the advanced
countries themselves. I do not think I have to argue the point, for
instance, that the private investor, who still accounts for the greatest
part of the flow of international capital, is in the 1950s taking a much
longer-range view of the world than he did during the 1920s.

There is plenty of evidence that govermments, like individuals, are
capeble of acquiring wisdom and of acting upon it. By now, enough fingers
have been burned by project failures that the economist, the banker and the
engineer are becoming increasingly important figures in +the public administra-
tion of economic aid.

Continuity of foreign economic policy has never been so much of a
problem for Her Majesty's Government as it has been on my side of the Atlantic.
Even in my own country, however, the demand to put our foreign economic pro-
gram on a more permanent footing has been becoming stronger year after year.
Certain initiatives being taken in Washington, in fact, would rescue the
American aid program from the annual struggle it must now pass through and
put it on a long-term basis; and some such proposal, I believe, will
eventually succeed.
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As the operating head of an international organization, I can
hardly refrain from mentioning another development that I find encouraging.
That is the increasing willingness to entrust a larger share of the
development task to institutions whose international character frees them
from pressures to promote short-range and non-economic interests to which
national govermments must still occasionally succumb. Specifically, it
was your Prime Minister and the President of the United States who initiated
the action which by this autumn will greatly add to the capital resources of
both the Monetary Fund and the World Bank. This is an expression of con=-
fidence which the Bank will do its best to continue to deserve.

o % % ¥ ¥ %

Let me conclude by reminding you that we in Britain and America
have a special reason, rooted in history, to press forward with the task
of helping to lift the standards of life in the underdeveloped countries.
After all, we ourselves are largely responsible for creating something
called economic man and causing millions in the world to want to emulate
him., By showing people that we can create alternatives to the meager and
uncertain existence led by the majority of men for ages past, we have set
in motion whole societies whose lot hitherto had hardly changed for centuries.

If our own culture is to survive, we must show that we can help
them, too, to create an alternative to poverty. At stake is the hope of
peace in a world in which order of a kind is chiefly maintained by what
Sir Winston Churchill has called "the balance of terror".

The task we undertake will not be complete in our generation, nor
even in tha generation that succeeds us. But with a realistic and a con-
structive approach -- the hardness of head and bigness of heart that any
noble venture demands -- the work can be well begun. We can undertake the
task, I think, in the belief that it is one of the most important for our
time, and that there is no better way of signaling our determination to
see our civilization survive.
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May 1, 1959.

Deay 1% Rlace

I am writing this letter to greet you on
arrival, Everything is arranged for the Pilgrim
dinner in your honour on Tuesday next. Lord Birkett
will preside and Sir Roger Makins will propose a
toast in your honour.

It is customary for the Pilgrim members
to be received by the guest of honour, the President
and the Chairman of the Pilgrims. Lord Birkett
and I are hoping that it will be convenient for you
to meet us at the Savoy Hotel at 7.15 p.me. on Tuesday
at the Embankment Entrance.

1l expect you will be pretty busy on Monday
and Tuesday. But if there is anything that I can
do for you please do not hesitate to make contact
with me.

With kindest regards,

‘7Qn4~o ﬂwdbﬁ’"z

Mr. Eugene R. Black, C\
Claridge's Hotel, .
Brook Street, W.l. FSJ(
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PERSONAL January 23, 1959.

Dear Mr,., Black,

Perhaps you will remember meeting me at dinner
in Johannesburg in March with Mr., Harry Oppenheimer. You
told me then about shaking hands with Colonel Nasser with
your left hand in your pocket and I congratulate you upon
repeating the performance.

Now I am writing to you in my capacity as Chairman
of the Executive Committee of the Pilgrims in order to tell
you that my Committee has asked me to extend to you a most
cordial invitation to be the guest of the Pilgrims at a
dinner that we would like to give for you in London some
time in late April or any time in May.

Every member of my Committee has a lively sense
of gratitude to you for the service that you have recently
rendered to this country. We would regard it as a great
honour if you would join the list of a most distinguished
number of American guests of the Pilgrims.

You seem to be constantly on the move and I do
hope it may be possible for you to fit in a wvisit to London
during the period that I have suggested to you.

With kindest regards,

Yours sincerely,

6(7': Clhawceltsl

Mr., Eugene Black, _#”#,,~*,,##—————i¢klg.
1818 H Street, N.W., F}kh“

Washington, D.C., U.S.A.



