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INTillilJATION.AL ]J\UK FOR 
rucON~TRUCTIOlT JUID DSVELQ:;I.fB£1'T 

ADDRESS :BY CRtJ'.LES C. PINEO, LO.t~T D~KJCTO~. Il\ij'3lUt\T!OlL\t 3.AHX FOR 
RJCOUST:gUCTlON ./~ID lBV"..JLO?i,C!TT, '-\.T TH:J .ltlThTU,.\1 I.CJJ~ING OF TIC i3 •. .ln:JRS 
~\SSOCI.A'J.IION FOR FO.R.~IGH 'l'Rt\D::J, COE01VJ)0, c.:~IFOIDTI,t~, OlJ THURSDAY 1-·~0JCJIH:I c, . 
EAY 8, 1947 -

T~ tNtJRl'r:i·~TIONrlf . BJ~TK~ .-ITS .:l-It iS i£ID X~~~q~3f~I~lJ~ 

It is a great plea.sur$, after almost t~ro years of retirement from 
foreign coi"lnercial banking, in 1r1h.ich I s:.oent all of my business life, 
to be back again among men . ,·;hose chief b'\.lsiness interest ~s 
the financing of foreign trade. 1 ho~Je, ~od:; ·.y, to he a~ble to le;:,ve ,.Ji tn 
you some thoughts about the aim~ Q.nd resuons~bili ties of the International 
::Sank for Reconstruction and Development ~rhich ma;r clarify your visve _ 
about the Bank, Elnd to tell ~rou 1·rl1y 1 believe thut the Interno.tional J3nnk 
vitally interests you, and. is sor-.ethinE·: \•Thich must cln.im :rour ['.ctive [',tt cn-. 
tion and cooperntion~ 

t1o h['.ve ~11 just \'Jitn-::; ssed the ':Torld's mo.st d.c structivo 1:mr, [1.. ur'.r 
1trhich smf! .. shed many .of the br..sic things u•Jon ,_.,h.ich ~oros•)o ri t~r ;-.nd hu..rnnn 
hn-.:~oino ss d ?-.}end - industry, manum·ror, hor:es f",P.d mornl fibre, Eundrcds 
of billions of dollnrs ,.,.,ere :POUred into the in2trumonts of destruction, 
No'~! , .TG must royorsc tho 1Jroccss. Uc must t\soist count:rti l::S b e nton to thJir 
knees to l'·J$toro their cconor.:tios~ for. by this me thod. ~lone cnn vm stt',rt 
tho 1:Tho -3ls of industry moving throughout. th .; ,.,orldt Second only to this 
grc~.t objective, ,,,o r.ru.st nid tho.sc countries; 't·Thosc -,) roductivc ·:r9c ·J ssqs 
nro out-de. ted · or undovolo~}od, to take their ~1~.ccs in r.1odcrn c cononic 

1 

· 

soctoty . Wo :mst do t hese things not only to hcl~ other ~c oplc, but to 
hol:9 om::sclvos f'. S vrcll• for .9..:9:!: 'Drospcrity d -..:1Jonds u~ort , ... ,orld. pros1Jorit~.-, 

~lP.titud.o s you sr>.:r - , noro "Dl r~titudcs .-tho truth is, thr:.t l·ro h.:'.VC 
bccono so ncc;ustor.\Jd to l1or.\ring gonornl stfl.t C!J.cpts rcgt'.rding ,,rorld . .,.., .. r~d~) 

·~v onts, describing s·it'tl4'-tions beyond our control, th~·.t \'TO n~~.ve b~co:ic 
~-p f'.thctic, ''~0 COntcr:ml~tc tho SCOne ; l•TC fl.grco vith tho gonOrt'.l doscri:)tion 
o.f it; but we do not f ool t~l,'"'.t there is ::-. grc~~t d-::; ..... 1 l·:c CP~n do to chr.-ng.o 
it~ In ~r.j on..l{:ing to you tod .. r'7 qf tho si tur,,t ion :~ s rog"'.rds \•Torld trr.dc r-.nd. 
crodi t I shnl-1 suc r'.k in siq<Jlc ~.nd :prr.ct~c -.. 1 t0rns, ,"nd "'~11 Sllf~gcst ~·rh""..t 
I think ,,,c cru1- do ~:bout it , 

"-.,_ ·--
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Let us start vTi th the countries devastated by vrar!l' The truth is 
that they have a tremendous tnsk; they must marshall their deuleted 
manno\'Ter, they must tef'.ch thei!' youth the techniques of indus-try; they 
must continue tp restrict horne consum,)tiont in order to incre~se c~pi• 
tnl investment. to combat inflntion nnd to buy for themselves abroad 
the nocessities for revivt"-1: but wh~tever their O't.Tn efforts, it is 
clear tht:'.t thesG count-ries 1trill not recover in the foreseeable future 
\vi thout e~ternal ass istr.nce • This men.ns thn t \·rorld trnde \•rill not rcvi ve 
unless th[1.t f1~Ssistnnce is given. If nothing is done, nll" countries '!fTill 
suffer; it is a mnttcr of necessity thr'.t somcthin.:.~ should bo done., 4 
'"orld h[l.lf sick r>.nd hr.lf well \till soon oe ,,rholly sick unless some steps 
nrc tclcen to hcnl tho sickness. 

':rheso countri :Js need money uxgontly, but tho i1riVl".to investor, 
mindful of his ex:)oricnco b~t,·rcon t i-:/; t\·TO wr.rs; ~nd ovvr,,,hclned 1Jer-,. 
h;::.ps t~~ tho r:1~.r ·ni tude of the indi ~i::l~.l needs of those countries·, is 
hositnnt to ~rovid~ it. Privntc l nnding did not do ~fu~t wns hoped of it 
in tho inter-vrr.r yo~.rs t nnd the inv•..;stor of todD.y C'"'nnot hol-:J rcmo!:lboring 
th~. t thoro hr..vc b .:)en r.1.nny dofnul ts on lon.ns i ssuod cluring tht'..t -voriod -
but th~t is not th0 ,,,hole story.Oot us fn.co tho f ..... ct thnt our lJnding 
'''"'-~ d.onc for gnin; :Lt ·,·TrtS not r~ 'lJ~rt of . i\ COOrdi:rw .. tcd 'l')rOgrnm; Cnaouro.g~ 
nont ,.,as som0tir.1os given to borro"'ors nncl lenders nlik:c v!i thout sufficiont 
undorst".ndi~g of Nhnt \·T0.s invol~od.; fre quently insufficient cr.ro ,., .... s 
exorcised to s0c thc-.t tbo lor.11 w~.s used for the -.-_uryose for Hhich it wc.s 
grr.ntcd~ r-nd high interest r "". tes, insto~.q_ of boine n -1:1r.rninp: tt> investors, · 
only encot.l.r ,~.gccl then to invest their noncy. Tho question no"Y! is; 11 Cnn \-to 
rni'.ko 1". b ~; t t or job of l onding this tine? Cr'.n ~.-ro hel:P tho borro\'ror to nnkc 
[1. better job of borro,·Iing this tir.1c~n It is hero thnt the Intorn .. . tionnl 
:Bnn~ cor.1cs in, but tho :Bnnk cr.n only ·o lr.zc the · tr[l..:j.l. You nust be ~Jrc~ 
pn.rod to follou it closcl~', ~ncl to t::'l<o over fron it fl.S its lnbors o..rc 
justified~ 

The lines ·on "t·rhich tho llnnk nust r,:o·i)roc.ch its -t~.sk of nssisting .... 
in 'the ocononic nncl finnnci!11 r ooovory of tho vTorld, r-.ncl tho concl.i tions 
'"'~: ich oust govern its r.ctions, l1r.vc bo .Jn clof.l..rly l[l.id do1trn in tho .i'.rti
clos of .Agroonont~ Those conditions r 0floct tho ho-"'.v-;.r resiJonsipilities 
~ -rhich tho Br-.nk c.o1.rrics t both tm·Tr.rc1.s i t.s Monbors, "~.n0 townrds tllo investors 
On \•ThOrl i t DUSt OVCn tually dc·0ond for th,:; no.j or '1JOrtinn of. tho ftuidS \·Thich 
it \1ill 1 ;nd~ Tho~r n~-Y bo SUJ1nr'.ri zea. ~.~ follm·rs; 

;First,. tho ]t"..nk is to ~ssist in tho reconstruction of cc.ono
nics destroyed or disru·,,tcd b;.-· "''"-r, tho roco ·'vorsion of :oro,.. 
ductivo f-'"'.cilitios to ::>C!"',coti;:lc needs, ~~no. tho -dovcl03J!IOnt 
of the loss .!"l.dv~ncod co'lmtr±os; 

.Soconcl , it nust -·)ronotc ·oriV"';to invcstnont ~. rhoncvor ~ossiblo, 
'"'.ncl su1J·ol .:.:nont it 1:!horo nccossr-.r;l; 
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Third, it :-Just sook to pronot;:; tho g~owth of intorn:-:.tionn.l 
trr"~.do, "'.net the inurov:)r::10nt of 1Jroductivity, a·f the str.ndr,rd 
of living, ['l.nd. of conditions of lr•,bor throughout tho vrorld; 

Fonrth, it :-1ust donl ,,.ri th tho nore useful r-nd urg-ent projects 
first; 

.. \.net fino.ll:y, the :Sr.nk nust be sntisficd th ..... t the borrovTCr 
would b.) un!'tble to obt:--.in the lorn ~lse,Hhcro on re[l.sont·.blc 
terns, ~nd th~t he will be in ~~osition to n0 c t his obli
g"'.tions under tho lonn. 

SL--.Ipl;y- st~tod, tho J3t:'..nk is .~ cooper"'.tivo institution to w>:. ich forty...,.four 
no71bor cou.ntiros belong, Those countries h"'.Ve lJrtid. into ·"'· fund, 't:rhich 
fori:lS th8 first \vorking cr.pi ti"'.l 0f t ::o Bo..nl{, cort .~.in suns ··1rO'Jortion."'.to 
to -their resources~ They hr".vo r>.lso r".ssu;.1od. tho lir.-.bili V.f for r.mch lr-.rgor 
S11!'1S, in order th ..... t tho B~nk r-1ig!~t be in r. stro ~1gor -oosition to rr-.iso 
further funcs for its purposes. 

The 3r-.nk is therefore, c1osign.:d to ·~ r0noto :tutu~l r.ssist"nco nnong 
its Monbors for tho rocQnstruction ~d dovolo~nont of their territories. 
Lo.'"'.ffi "t1ill be nndo only unc.or tho ros1Jonsibili ty of r:. lJienbor of tho Insti .... 
tution, r.nd this she>uld h:-\VC r11 iU:::;> <:~rtrnt effect on tho rol "'.tionship 
bot,,con tho borrr)vror f'.nd the lender. 3oth hr.vc ~- co:-.1I.1on in tcrost, not 
only in the success of t~c lo~. but ~lso in the success of ~c Insti
tution; this iJor~'1its broM.cr !"..nd closer rel.--.tions tl"lr.n :is ordin~ily the 
CO-SO bCt\•TCOll croc.i tor r.nd dobt ' r• .Jncourr-.genont Will b i) gi VCl"t to r., f'llll 
oxchr.ngo of infornr-,tion 1•ri th rognrcl ta nll n<'.ttors of ::1utu~l interest, 
!"'JFl full op•Jortm1ity t""' c r:nsult l'Tit~1 c~.ch other on t".ll such nr.tttcrs, not 
'"'nly ~t tho ti:1c tho l :: rn is r::.r.clo, ·aut throughout its con tinuccl o::;dst-".nco. 

5~ TIC 13.L~TK' S ?OSITIOl\f .:l.s A 1~-JW:uR~ 

There n.ro sono suecir~ fcr.turos in tho .Ennk1 s ncsition r..s n. lender, 
~!hi~h nrc of gro".t ir.TD ' 'rt.'.'.ncc for tho pro~oor fulfilncnt of its tt",sk, 

Firstly, its l c ".,nS will be n~d~ with ~ view to th~ir effect, 
n ot only O:i.1 · the OC'lil()I:if of tho borrm·ring cr·w.1 try, but -~Jso, 

in(liroctly, on tho oconorrJ of •') thor c ~ UJltrios. Thus :1. lo:m 
'for tho cq_U$.1Jr:1ont ~: .. f n cortr.in inc_ustry ·in : no <?')tmtry r.ny 
'l..lso b...:nofit r.. noigJ~b : ring c~.untry vrhich is in need of tho 
out•Jut of thr.t inclustry. 

Scc .. ,ndl;y:, it is l cnc,_ in~:' t n its ·)\'In ltionbors, , .. ,i th \vl1on it 
s:1oul1."l hnvo ; ;···. rc sn.tisf['.ctory :rolntions thr>,n n~rnr.)lly cr.m 
be ost'"'.blishcd botuoon ' :--. crcc1itor r.nc1 ~ c.cbtor. 
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Thirf.ly, it c~.n offer the:1 pri v ...... tc investor tho op}'0rtuni.w 
·::.f sh'""tring in tllo ,_.,or!:: of tho ~lc• thr.:ugh subscripi5iop 
t') tho 3Q!lk's clobonturos, vrhilo onjoyl.-.g :J ••. ~··c..,..ity vrr.ich 
he C~')Ulcl.. not nbtr..in fr0n c.iroct lGncling. 

N.J\'1 for [1. 't·nrd nbnut tl1C Jnnk' s ros r·urcos' [.'. su"oject \'Jhich h:\S 

boon surr:~unclod by ...... h~.zc of nisinf" r!"1f',ti ')n. The 3~lk ::lononc~s in the 
first instm1co on its t!'ITU subsqribod cr-,-pi ta.l, " f 't'Thich 20% ,_,rill be 
"Df'.i.Cl. D:'P by thu encl.. nf tho :9ro son t n'!nth~~ Tho bf',lr\nce ')f 80% is to 
rC:Jf.'.in su:~,joct tt1 c~.11, only if it , is rcq_uirocl to ncot tho oblibr .. tions 
0f tho ]o.nk. If t h is is over noccssn.cy, it vrill then bo ~<Jny:'1blo in 
g 0 lc., U.S. D1"Jllr'.rs, or the currency required to clisch~rge tho obli-
g'"".ti "'ns "-f t~1o ::B~nk. This uricnllod 80% is r~ gu[l..ro..ntoo to t!'lo holders 
nf the 3nru{'s debentures. It is not 0vnilnblo for lending~ Tho only 
vr0:rking funci.s of its o~:rn 1.-.rhj.ch the 3n.nk possesses, c :· nsist 0f tho 20% 
of c~J.l oa uu cr..~Jitr..l .,.. but only 2% is ~:or-.yc.~lo in g :;ld or U.S. currency, 
tho rennining 18% ~oing ~~ynblo in tho currency of the Monb vr c ~untry: 
this lr'..ttor "Dortion cnn be used for lorns ::::i:lly 111i th the s-pecific consent 
0f tho c o1.mtry c ,.;ncornod• It is obvious th!">..t · · 
it \"ro'\,llc_ ,.,_ofo .~.t the Jr.nl: 1s 1JUrpr:)sc t0 utili~c tho currency of C'.ny C·'Juntr;;: 
which is i tsolf in noccl 0f crocli t; ~.nd ~10 :tfcy' therefore, Sft;~r th!">..t tho 20% 
innoair',tO C~!>itn.l contribution (l) f thoU~ S. t plus tho 2% ~or,yniJlo ~n g old, 
.,r doll:--.rs 'by tho (~ thcr n."'.tions, n~J-:cs up tho "Dresont lonnr,blc c~~i to..l 
) f the 3rmk; this sun tntnls r'.:puroxinr,toly $72.5 nillion, '---

F0r the su:\):!JlY of further fuilc1s the :.3o.P2: ;Just rely 0n its c ..... :pn.ci ty 
t~ 'borrow: <..IF,_ its o·:,:y•,ci ty t -1 O:"';rr c-'w vTill cl..o~ond entirely on the confi
r.once ',·rhich it is o.blo tn inspire in tho investing pu'blic. ThorG is no 
c~ '""ngor., r-~s h"ts boon sut:goste ~l, thr,t tho Jrmk "':1r:.y lcncl. to ·1 :.1uch D<' ncy. 
A-p!".rt fr ,;n tl'lo lini t::-,ti0n i~osocl. in its :1-rticlo~ of ,A.gro.:; ~ ;ent, th .... t 
its lorns nust never Cj:coocl its cr-,pit[l,l, su~lus ~.n1.1 r.csorvcs, th0rc is 
t~is ~Jr~cticr.l linitntion th..-·.t it crm ·Jnly l~nd if :it cr.n b'JrTO'\·r • .t\.i'tor 
it h~.s dro.t·n 0n ,.rh~. t I h'"'.VO just cr>.llocl ~ts ~1rosont lor>.nn.plo cr~it .~l r;f 
$725 nilli'Jn therefore, it uill ~· o tlntiroly de];>ondcnt :Jn tho j'qclgnont of 
tho t;U'!Jlic, rog[:.rcling its :_l;lortf !"',lio • r'.nl,_ 0n t~'lG c cnficl..enc u \·Thich its 
:90licy t-rill h:--.vo nori tocl. "'\1 th ·~·ubh, t horof r; ro, tho In tornn.t ionn.l 3n.nk 
nust ·not nnk:o l0r.11s ":Thich l:>rivr.to ,; ~~ors VJ·Julcl_ ~o vlilling ~n(l :--.blc to 
unclortr....l{o ··n r;:;f'..sOn!":Ol c terns, it !-:ust n ; t ni.ro br·.cl or in1rud.ont l o .... ns. 
It ~ -u_st n.ct "ri th -: ruclcncc nne~ ,.Jisf:'_on in tho "Juilt ing up of its }YJrtf· lio~ 
fo:r it is r:n : tl'lr>.t ·r;ortf•)lio, r11r~. ·0n tho c onfic1onco 1.·rh ich it \·rill ins2)iro 
i~ tl:o ·;t.iolic, thr>,t t!l.o cau~city of t~1o 3rnk t o ,_. ~ - t..-·.in further fun~~ s ~·rill 

even tur~lly c.oi:: ond. 

. ,( 
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Joforo \·TO lC [!,VO this SU~)j cct Of tho funcls e.t tho Jank 1 s r"!_ is:uoscl, 
I "' "ulr. like to s~y -)no t-rord n'\Y~ut hm·r the cn.:oi tnl ,f the 3mlk hn.s · boon 
su~scribod~ :p ,"..rticul~.rly in vim·r :J f tho fnct thnt it is sonatinas srdcl 

• th.'"'.t the vr-.luc ·"J f the uncnllcr,_ c~.pi tf'..l r'.nounts to li ttlo narc thnn the 
a::·~unt of tho u.s. subscription. If 'ltrc c ~ nsi clcr 1?nrtici:pC1.tion in tho 
:Jank' s c ,"..u i tnl in the light of tho rcc f! rr. ·:f the subscri~J ors for ncoting 
the ir cl.ollr'.r obligr-.tions before the \lm.r, vro find tht:'.t onl;T a~ out $1,700 
~]illion of the :a11kt s c:';.) i tnl --1f $8 ~) illi0n ht'.s been subscribed by 
c0unttios 'I,·Titl\ r..ny dollnr ~)hnl"l -1. cfr.ults~ r.ncl if "v·ro o:..:clu(~. c fr0n this 
list tho c .. untrics ,.,hich c1ofo.ultocl 0nly n.s n result of \aforlcl '\'lr.'.r 11 1 the 
fi {;uro is 0nly $1,120 nillion~ .t\rl.:--1i ttcdly, in _ovr.lur'-ting this si tun.tion 
tho trr.ns.fcr r,__ifficultios, ns ' they exist t 'J~.n.f~ nust be t~kon into 
t\CC0U:.J.t; "b ut 1_f W-G' hhve · ll.bi" · fai tn in . th?3 1\l.turei at ali the pas·t. t•ee()l--Q:' ~of- .,. 
:the, .. Menber.s of ··'the Bank• . a.nd their. recuperative powers t cannot be ignored. 

7. !JS:S OF 4\.V : .. IL.:\.JLJ Fm.IDS JY Tlg :J"\NX' 

.t\')plicn..ti ,..~ns f or lor-.ns totf'.lling $2,554 nillion ,~ro ~n tho hflncls 
of tho ~nnk r.nd 1111c:.cr stuc1.y; cut this cloos n ot nor.n thnt the Jr..nk is 
c0ntor.1pl'"'..ting or consiclcrinc l .;nr1inc; thr.t t'.r.~ount in the ncnr future. 
M0st of the .~~plic [', tions ~over rec rmstruation progrc.:Jr:tcs oxtcndint; '1\'"0r 

ycgrs-. ~one ns long f'.S five yot'~rs. Tho JD.llk nust of necessity stucly 
t~c \·rholo "Dro ~;r·",r1f.10 in c :--.ch . cn,sc, '.Jut it is not :9rour'.rccl tc cor:u:1.it itself 
f'"'r t h o full :ocri o.r~ ... or for tho full r~-:1ount e: ;·~ licd· for, no nD..ttor h0\«1 
1trnrthy :tho !Jrogr['.nnc ":1P.y nppC<\F~ lf r. lonn is nn~.o, it \'till be for the 
first nnr,_ :~ost urgent :)nrt of the ~roE;;rr'.nnc, 1:rhich c:.--.n "'Jc con:olotod in 
scy. r. yonr t ,., 15 ~.1onths, Tho noxt stt'.f.;c ~: f the ~robrnr.1f:lO t-r_ill be con
sidered 1trhcn n0rc n 'lnoy is nc c r,_ed,. "".nf~. in tho li£;ht 0f tho D·irro\'TCr 1 s 
":Jerforr.:nncc r..nd c o n(l~i tions f'.s the~~ 11cy then o~ist~ In this '1n:l r-vdvnncos 
1trill :--. o n-.,.r~.e to t-. ::, orrottrc+ sucocesi voly, r-.. chock Hill be ~rovidcd on tho 
usc j .f the lo"n 1 nnd func\s \·rill. not b e :~nde nv~ilable noro rn.piclly thri.n 
the SU])plios (": f [;OO c,__s crm be o~: tninc,:~. for '·rhich the func1.s o.rc desired. 

In studying o..n !'."0-olicr-.tion fron ·l n-J 1f its ·Honbers for n loo.n, the 
Jr.nk 'ltTill hr,VC t0 CJnsicl9r nr..ny questions, SUCh r.s: 

(n) rthc urgency nnr:!. -uscfulnoss rJf tho ~roject, since it is 
l n i cl •1.o\m in the . .i\rticlcs of .~groonont th.~t tho r.oro 
useful rul(L urgent 'i):r') jocts, ln.rr:o ~.nc,_ sn".ll n.likc, r:ru.st 
oc r.o~.lt ,_,ri th first. (The nin :; f the Jnnk's lonc,_inb nust 
~.l,,r~s be to r:~ot tho t;ro~.tcst :oo$siblc results for the 
ru10unt '-ont, f"'.JlC,__ it is clonr• f :)r instru1cc, that the 
breakinG of [', bottlc'":'"nock in r. i-'.ovn.st~tc C. c r:-·untry '·rill 
usut.'.lly '!rO(lu.co no:r1o rn.~ir~ rnd. 'tcn::;ficir.l effects thM 
n project for ~ovoln~in~ n l~tont econnnic pntorttiality), , 

( ~J) \'lhotho:r tho purp 'l sos for "~:thich the pro~0sod loMS rre 
to 'h o used r1.:rc c :::·nstruc ti vc fl.n~l pr:1ctic!".l, rm(1 t-rill be 
"Jencficir>..l both tr:> t[+c ~':' orrot-ro:tt rn~. to "'orld econor.v• . I 
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(c) ~Thothcr thoro exists in tho country tho 1.-rillin; ·noss 
~n1 tho nbility to usc its own resources to the fullest 
possible extent. 

(d.) ~1..'hethor the lo:m is likely to ::pro~1_uco the effects 
\vhich the borrower anticipates. 

(e) Whether the borro,.rer \>!ill be in a ::position to In:aintain 
the service crf the loan. 

9. THE HAK;!UG OF THE LOAN_ A,ND THE B.ANK1 S CONTIHUI:HG RESPONSIBILITY 

~f the Bank decides thr-.t it can usefully and pro~erly make a loa..n, 
the funds \1ill be made available to the borro\>Jer only to meet the purchas
es for vrhich the loan has been grnnted. But the :Bo.nk•s responsibility 
for the loan does not cease 1•Ti th the granting of thn. t loan. Looking back 

~ on the past, a defect in the machinery of private lending has been, that 
o~ce the lorm hnd been m~.de the res::ponsibili ty for- mc,intc.ining its ser
vice rested with the ' borrower, ~d there wns no arrangement for cooper~
tion, or .even consultgtion, bet1treen the investor- and the borro11rer, It 
is the n.im of the Administr- tion of the lknk to remedy thi.s defect, by 
develo·ning a relntionship 'ltri th its borro\·rers \·rhich Hil.l result in con
tinuous consul tr',tiont r.nd the e~chn.nge of informntion during the 'vrhole · 
of the time thr-.t the lonn is outstr:...'lding. The :Sank \·.rill me.intain n 
:o:roper interest not only in the ~ol~.n or projects for \IThich the lon.n 
vm.s mc.de, but in the 1:rhole si tun.tion of the borrovring country, insofo..r 
ns . it might nffect the security of the lonn, 

10. COlilviSRCI.AL EAL\ncS AND TEE IHTZRlTATI6HAL JWlX 

~le come no,·r to the q'tlestion o£- the rcln.tions bet\·reen aommercinl 
br.nks ::nd the !-nt8rno.tional Bnnk in tho sphere · in 1.1hich they are both 
intorestod, namely, tho fostering of intern~tion~l tr~de. Before 
considering' tbe general rela..tionsh~p it m[o/ be ['..S \'lell to donl l·ri th a 
pc.rticulr.r rclntionship vr:P.ich \<rill nrise in connection with loL'vns 
grnntod by the Ennk. . ( 

• 
As vrc have <1lrE?ady seen, the :B~nl: is bound b;,r its Articles of 

Agreement to sec thr-.t n borro,.rcr drn\'rs on [1. locn only to meet Bxpcnses 1 • 

in connection with the project or pl~n for which tho lonn w~s gr~nted. 
t:md only r',s those ox_pcnsos 1"40 r.':.ctu~lly incurred. It follO\·Ts therefore • 
th~.t some Ilk'1.chinory '"ill h[1.VO to b o devised to ont\blo borrov10rs to drn\1 
funds in successive [1.:mounts, on - tho --Jrcscnt.'!.tion of sn.tisfr..ctory evi-
dence' thc..t tho -monoy is being spent for tho purpose s for- -vrhich ,the 
lonn \'Tr-,s grr:.ntcd~ Tho Intornr-.tion,...,l ]f'lnl:, to the fullest e:-.:tont possi~ 
ble, vrill count on tho good sorvicos of the commcrcif'.l br-.nks to p;poyidc 
those f0cilitios. 
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- This brings us to the bro.".dcr subject of the gcncr'"'.l rclr-.tions 
bctvrccn tho lntorn~tionnl B~nk r-,nd tho commorcin.l br:,nks"' Tho o..im of 
tho Intcrnr-.tionnl lb.nk to revive ,_..rorld tr['.de nnd :urospori ty cnn only be 
brought ~bout if confidence is restored, f'~d tho present trickle of 
intornr.tionnl c:redi ts becomes r1. vnst flow of funds through uri vnte 
chr·nncls, diroc to.d to so. ti sfying r. grant vo.rie ty of needs. ·· The Bt"'nk 
needs tho coopor['.tion of the comnh;rcir'J. bG!lks in this grof'l.t "'ork, rmd I 
believe tho.t it is of tho grcntcst importr.ncc th,.,_t these bnnks should 
study closely tho rdms nnd rcsponsibili tics of the Bnnk, so th~t their 
confidence in it mr.y gro"'• r.nd they mcy thus lend to its support the whole 
force of their ~ro~tigo nnd influence. ~hose b~nks hnve n close nnd con
tinuous cont~.ct \'rith the business public, whose confidence thc~T enjoy bc
c~\use of their rcsourc·es, their skill nnd their roputr.tion for: sound 
judgment. Tho Intern~tiono..l Bnnk needs and merits their s~pport, 

I nood hf'.rdly remind you th:--.t tho l3;-nk nlonc co.,nnot rcvi,vo ·,,otld 
trf'l.do ~ 111hnt it ~ do is to help to c:rentc conditions fnvouro.blo for 
that rovi vr..l ~ The rcvi vr:.l i tsolf \·Till nl~1r.ys be dopcndon t on r\ froo 
'"'.!ld full flO,?T of pri V:";te credit closely rclf'.tOd to the movement of goods~ 
this is the function of the conwcrei~l brnks. Tho Intcrn~tion~l ]~{ cnn 
dO no m,orc th~ blf'l,ZC tho trnil t nnd OVen in tho "b").r'..zing Of tho trr.il . 
it 11rill roq_uiro rmd sock the cooporr.tion of those br·.nks. 

CONCLUSION 

To sum up thqrcfo~c, 

• ' ''fo crnnot f'l,fford t0 't'Tr-.;i t ~nd soc whnt v1ill hnppon, 

( o.) 111orld trt'.d0 Hill not rcvi vc unless 11ro do something more 
thrm ,.,~it rnd sea. 

(b) The job c~not be dono by uncoordinc.tcd privf'l.to lonns. 

(c) . The B~k hn.s no vr.guo brief, but n chf'.rtor clonrly defining 
ita ncti vi tics ~ its fundo.montn.l f'.im is tho rovi v~l of 
intornntion~l trr-.do nnd \·lOrld pr.os:pcri ty, 

· ( d,.) Since tho reviv-~.1 of intcrnn.tionr'~ tr.'\dc t~,nd of world 
prosperity depends on the free flow .of private credits, 
the immediate aim of the ]a.nk must be the creation of 
conditions in ,,,hich that free flo\·! w·ill be possible: 
·c In the achj.evement of this aim it l:Iill need the cooperar 
tion of the Commercial Banks, their skill, their resources 
a~d their prestige.) . 

(e) The Bank has a three-fold responsibility in all of its 
lendingt to the investors vn1o buy its bonds; to the 
Iviembers of the Ban}:, and to the borrOvTer~ and that 
three-fold responsibility \vill be constantly before it 
d~ing its operations, 
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{f) The :Bank can lend only if it can borro'", and · it 'lrlill seek, 
by pru§.ence a rrl. \•risdom in its lending, and the full dis
charge of all its responsibilities, to merit the confidence 
of all of its partners in the great conrnon task of reviving 
'"orld trade! of the c9r..une:rcial banks, investment banks and 
similar institutions, and lastly but fundamentally, of the 
investing public. 

********"******* 
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I. INTRODUCTION. 

I have come to speak to you today on what the International 
Bank can do for world trade. I had intended to confine myself 
entirely to the International Bank, and to make no reference to 
the functions of its companion organization, the International 
Monetary Fund, for the reason that I am not an officer of the 
Fund, and do not feel it appropriate that I should enter into any 
detailed discussion of its operations and technique. In view, 
however, of the close connection of these two bodies with the 
subject of world trade, I shall try to give you also very briefly, a 
broad outline of the part which the Fund will play. 

2. WORLD TRADE BEFORE THE WAR. 

Before considering the present position of world trade and 
the outlook for the future, I would like to remind you of the situa
tion which existed before the war, for it was largely to prevent the 
recurrence of such a situation that the nations of the wodd met at 
Bretton Woods and provided for the establishment of the Inter
national Monetary Fund and the International Bank for Recon
struction and Development. 

As you all know, free and unhi~dered trade between countries 
was rapidly breaking down. One of the major causes of disloca
tion was a competitive depreciation of currencies and the oper
ation of multiple exchange rates; then there were clearing arrange
ments and bilateral trade agreements, blocked currency accounts 
and all that variety of obstruction to the free How of trade, with 
which you are all familiar. Every step taken in this direction by 
every country was taken in the belief that it was in its own inter
ests and for the protection of its own trade, and the combined 
effect of all these steps was a vast pattern of obstacles to the 
detriment of the interests of all countries. 

3. THE EFFECT OF THE WAR. 

On top of this situation, we had the world's most destructive 
war, a war which destroyed industry, manpower, homes and moral 

· fibre. Hundreds of billions of dollars w~re poured into the instru
ments of destruction. Trade itself became very largely a trade in 
these instruments. The economies of many countries have been 
devastated or disrupted. We now have the immense task of 
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. restart41g the wheels of industry and peaceful trade throughout 
the world; and one of the greatest problems is the position of those 
countries which felt the immediate impact of war. In many cases 
the disruption and dislocation of their economies has been so 
great that they will not recover within the forseeable future unless 
some steps are taken to give them help. We have all learned in 
recent years that economic isolation is impossible; a world half 
sick and half well will soon be wholly sick unless some steps are 
taken to heal the sickness. 

It was in anticipation of this world situation that the Bretton 
Woods Agreements were signed. It was recognized that there 
would be two major problems to be solved: 

Firstly, the protection of the interests of all countries from 
those currency evils which would hinder and choke the 
free flow of world trade, and 

Secondly, the giving of assistance to countries which, without 
it, could not take their proper place in world trade, either 
because they had suffered devastation during the war, 
or because their resources were not properly developed. 

The International Monetary Fund was designed to meet the 
first of these problems; the International Bank for Reconstruction 
and Development, the second. 

4. THE PART OF THE INTERNATIONAL MONETARY 
FUND. 

There is probably no more powerful element of instability 
and uncertainty in trade than unpredictable rates of exchange, 
and a necessary step for the resumption of free trading throughout 
the world is therefore, the establishment of stable rates of ex
change. The forty-four Member countries of the International 
Monetary Fund have agreed to fix the value of their currencies, 
and not to vary these values without consultation with the Fund. · 
Thirty-four Members have already declared their par rates of 
exchange; only ten countries have not yet done so, some of them, 
under a provision in the Articles of Agreement, allowing for a 
temporary postponement of the fixing of parities by countries 
which have suffered enemy occupation. 

If, in the opinion of a Member country, it should become 
necessary to alter the value of its currency, this will be done only 
after consultation with the Fund. In addition, and most important, 
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all Members of the Fund have, in effect, agreed to certain basic 
rules which establish what might be called a code of behavior 
with regard to exchange practices. During the post-war transi
tional period, certain restrictions have of necessity to be main
tained by a number of countries, but, as the abnormalities caused 
by the war disappear, it is hoped that these restrictions· will also 
disappear. The ultimate aim is the removal of all restrictions so 
that payments f~r current transactions may be made multilaterally. 

In order to help all Member countries to approach this goal, 
a pool of exchange has been created to which every Member has 
contributed a quota. Each Member pays ill gold either 25% of 
its quota or 10% of its net official holdings of gold and U. S. dollars, 
whichever is the smaller, and the balance in its own currency. 
In return, Members temporarily short of foreign exchange for the 
purpose of meeting current payments abroad, may buy such 

· foreign exchange from this pool, subject to certain limitations both 
as to the total amount which they may buy, and also as· to the 
amount which they may buy in any one year. In this way Mem
ber countries are enabled to obtain their reasonable temporary 
requirements for the balancing of their current foreign exchange 
transactions, and so avoid restrictive or disruptive measures. 

- 5. THE INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT. 

The International Monetary Fund, then, is primarily intended 
to function in relatio:u to current trade and to take care of tempor
ary situations. It is not intended to provide the long-term capital 
needed by devastated and undeveloped countries so that they 
may make their contribution to world trade. That is the job of 
the International Bank. 

Let us consider first the countries devastated by the war. 
They have a tremendous task; they must marshall their depleted 
manpower; they must teach their youth the techniques of in
dustry; they must continue to restrict home consumption in order 
to increase capital investment, to combat inflation and to buy for 
themselves abroad the bare necessities for revival. But whatever 
their own efforts, it is perfectly clear that these countries will not 
recover without external assistance. This means that world trade 
will not revive unless that assistance is given. 

Although these countries need money urgently, the private 
investor, mindful of experience between the two wars, and over-
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·whehned perhaps by the magnitude of the needs of individual 
countries, is hesitant to provide it. Private lending did not do 
what was hoped of it in the inter-war years, and the investor today 
cannot help remembering that there have been many defaults on 
loans issued during that period. His reaction is natural, although 
we must not forget that there were defects in the inter-war lend
ing, which must be borne in mind if we are to get a true picture 
of what happened. Let us face the fact that our lending was done 
for gain; it was not a part of a coordinated program; encourage
ment was sometimes given to borrowers and lenders alike without 
sufficient understanding of what was involved; loans were some
times made for unproductive purposes; insufficient care was often 
exercised to see that a loan was used for the purpose for which it 
was granted; and high interest rates, instead of being a warning 
to investors, failed to do anything but to encourage them to in
vest their money. The question now is: "Can we make a better 
job of lending this time? Can we help the borrower to make a 
better job of borrowing this time?" 

6. THE BANK'S CHARTER. 

The lines on _which the Ballk must approach its task of assist
ing in the economic and financial recovery of the world and the 
oonditions which must govern its actions have been clearly laid 
down in the Articles of Agreement. These conditions reflect the 
heavy responsibilities which the Bank carries, both towards its 
Members and towards the investors on whom it must eventually 
depend for the major portion of the funds which it will lend. They 
may be summarized as follows: 

First, the Bank is to assist in the reconstruction of economies 
destroyed or disrupted by war, tha reconversion of pro
ductive facilities to peacetime needs, and the develop
ment of the less developed countries; 

Second, it must promote private investment whenever pos
sible, and supplement it where necessary; 

Third, it must seek to prompte the long-range balanced 
growth of international trade, and the improvement of 
productivity, of the standard of living, and of conditions 
of labor throughout the world; 

Fourth, it must deal with the more useful and urgent projects 
first; 
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And finally, the Bank must be satisfied that the borrower 
would be unable to obtain the loan elsewhere on reason
able terms and that he will be in a position to meet his 
obligations under the loan. 

The fundamental aim of the International Bank is the revival 
of world trade and prosperity; all its operations are means to that 
end. The International Bank is therefore, in a special sense your 
bank, because you are vitally interested in the achievement of its 
purpose. 

7. THE BANK AND ITS MEMBERS. 

Simply stated, the Bank is a cooperative institution, to which 
forty-four Member countries belong. These countries have paid 
certain sums, proportionate to their resources, into a fund which 
forms the first working capital of the Bank. They have also as
sumed the liability for much larger sums in order that the Bank 
might be in a stronger position to raise further funds for its 
purposes. 

The Bank is, therefore, designed to promote mutual assistance 
among its Members for the reconstruction and development of 
.their territories. Loans will be made only under tfie .responsibility 

- of a Member of the Institution, and this should have an important 
effect on the relationship between the borrower and the lender. 
Both have a common interest not only in the success of the loan, 
but also in the success of the Institution; this permits broader and· 
closer relations than is ordinarily the case between creditor and 
debtor. Encouragement will be given to a full exchange of infor
mation with regard to all matters of mutual interest; and full 
opportunity to consult with each other on all such matters, not 
only at the time the loan is made, but throughout its continued 
existence. 

8. THE BANK'S POSITION AS A LENDER. 

There are some special features in the Bank's position as a 
lender which are of great importance for the proper fulfilment of 
its task: 

Firstly, its loans will be made with a view to their effect not 
only on the economy of the borrowing country, but also, 
indirectly, on the economy of other countries; thus a 
loan for the equipment of a certain industry in one 
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country may also benefit a neighboring country which 
is in need of the output of that industry. 

Secondly, it is lending to its own Members, with whom it 
should have more satisfactory relations than normally 
can be established between a creditor and a debtor. 

Thirdly, it can offer the private investor the opportunity of 
sharing in the work of the Bank, through subscription to 

· the Bank's debentures, while enjoying a security which 
he could not obtain from direct lending. 

9. FUNDS AVAILABLE TO THE BANK. 

Now for a word about the Bank's resources, a subject which 
has been surrounded by a haze of misinformation. The Bank 
depends in the first instance on its own subscribed capital, of 
which 20% will be paid up by the end of the present month. The 
balance of 80% is to remain subject to call, only if it is required to 
meet the obligations of the Bank. If this is ever necessary it will 
then be payable in gold, U. S. Dollars, or the currency required to 
discharge the obligations of the Bank. This uncalled 80% is, there
fore, in the nature of a guarantee fund for the further security of 
those who buy .. the Bank's. debentures. The only working funds 

· of its own which the Bank possesses consist of the 20% of called up 
capital. But only 2% is payable in gold or U. S. currency, the 
remaining 18% being payable in the currency of the Member 
country; this latter portion can be used for loans only with the 
specific consent of the country concerned. It is obvious that 
under present conditions it would defeat the Bank's purpose to 
utilize the currency of any country which is itself in need of 
credit, and we may therefore, say that the 20% immediate capital 
contribution of the U. S., plus the 2% payable in gold or dollars 
by the other nations, makes up the presen.t loanable capital of the 
Bank; this sum totals approximately $725 million. 

For the supply of further funds the Bank must rely on its 
capacity to borrow, and its capacity to borrow will depend en
tirely on the confidence which it is able to inspire in the investing 
public. There is no danger, as has been suggested, that the Bank 
may lend too much money. Apart from the limitation imposed 
in its Articles of Agreement, that its loans must never exceed its 
capital, surplus and reserves, there is this practical limitation that 
it can only lend if it can borrow. After it has drawn on what I 
have just called its present loanable capital of $725 million, there-
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fore, it will be entirely dependent on the judgment of the public 
regarding its portfolio, and on the confidence which its policy will 
have merited. Although, therefore, the International Bank must 
not make loans which private bankers would be willing and able 
to undertake on reasonable terms, it must not make bad or im
prudent loans. It must act with prudence and wisdom in the 
building up of its portfolio; for it is on that portfolio, and on the 
confidence which it will inspire in the public, that the capacity of 
the Bank to obtain further funds will eventually depend. 

IO. USE OF AVAILABLE FUNDS BY THE BANK. 

Applications for loans totalling $2,554 million are in the 
hands of the Bank and under study; but this does not mean that 
the Bank is contemplating or cons~dering lending that amount in 
the near future. Most of the applications cover reconstruction 
programmes extending over years-some as long as five years. The 
Bank must of necessity study the whole programme in each case, 
~ut it is not prepared to commit itself for the full period, or for 
the full amount applied for, no matter how worthy the· programme 
may appear. If a loan is made, it will be for the first and most 
urgent part of the programme, which can be completed in say, 
a year to 15 months. The next stage of the programme will be 
considered when more money is needed, and in the light of the 
borrower· s performance and conditions as they may then exist. 
In this way advances will be made to a borrower successively; a 
check will be provided on the use of the loan, and funds will not 
be made available more rapidly than the supplies of goods can 
be obtained for which the funds are desired. 

II. LOAN POUCY. 

In studying an application from one of its Members for a 
loan, the Bank will have to consider many questions, such as: 

(a) The urgency and usefulness of the project. (The 
aim of the Bank's lending must always be to get the 
greatest possible results for the amount lent, and it 
is clear, for instance, that the breaking of a bottle
neck in a devastated country will usually produce 
more rapid and beneficial effects than a project for 
developing a latent economic potentiality.) 
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(b) Whether the purposes for which the proposed loans 
are to be used are constructive and practical, and 
will be beneficial both to the borrower and to world 
trade. 

(c)' Whether there exists in the country the willingness 
and the ability to use its own resources to the fullest 
possible extent. 

(d) Whether the loan is likely to produce the effects 
which the borrower anticipates. 

(e) Whether the borrower will be in a position to main·· 
tain the service of the loan. 

12. THE MAKING OF THE LOAN AND THE BANK'S 
CONTINUING RESPONSIBIUTY. 

If the Bank decides · that it can usefully and properly make a 
loan, the funds will be made available to the borrower only to 
meet the purchases for which the loan has been granted. But the 
Bank's responsibility for the loan does not cease with the granting 
of that loan. Looking back on the past, a defect in the machinery 
of private lending has been that, once the loan has been made, the 

- responsibility for maintaining its service rested with the borrower, 
and there was no arrangement for cooperation, or even consulta
tion between the investor and the borrower. It is the aim of the 
Administration of the Bank to remedy this defect by the develop
ment of a relationship with its borrowers, which will result in 
continuous consultation and exchange of information during ·the 
whole of the time that the loan is outstanding. The Bank will 
maintain a proper interest not only in the plan or projects for 
which the loan was made, but in the whole situation of the bor
rowing country insofar as it might affect the security of the loan. 

13. THE BANK'S LOANS AND WORLD TRADE. 

We come now to a more general consideration of the relation 
between the Bank's loans and world trade. When a devastated 
economy is repaired or a backward one developed it is not only 
the country concerned which benefits: all countries benefit. 
Markets are re-opened, fresh sources of supply are made available. 
In trade, as in all human activity, the interests of one are the 
interests of all; the health of one member contributes to the health 
of the whole body. 
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International Bank loans, therefore, will benefit everyone. 
Not only will these loans produce the articles of trade, but they 
will help restore that confidence on which, in the last resort, trade 
depends. If we can help to put countries on their feet again, if 
we can give them the assistance which they need during their 
convalescence or the development of their economic strength, we 
shall have contributed a great deal to the restoration of confi
dence, and business integrity and experience may again receive 
their proper credit rating. 

The world has been thro~gh such suffering, and is faced with 
such problems, that the restoration of faith in the future would 
perhaps be the greatest contribution that could be made tore
covery. In the restoration of that faith the International Bank has 
an important part to play. 

I need hardly remind you that the Bank alone cannot revive 
world trade; what it can do is to help create conditions favorable 
for that revival. The revival itself will always be dependent on a 
free flow of private credit closely related to the movement of 
goods and this is the function of the commercial banks and the 
traders themselves. 

I believe it is of the greatest importance for all of us that 
those interested in world trade study closely the aims of the Bank 
and the policies it pursues to accomplish those aims, so that their 
confidence in it may grow and so that they may lend to its support 
the whole force of their influence, with advantage to everyone. 
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RELEASE AFTER 12:30 P.M. 
TUESDAY, JUNE 17, 1947. 

INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

SUMMARY OF ADDRESS BY CHARLES C. PINEO 
LOAN DIRECTOR, INTERNATIONAL BANK FOR RECONSTRUCTION 

AND DEVELOPMENT, AT THE 27TH ANNIVEHSARY LUNCHEON OF THE 
BETTER BUS!NESS BUREAU OF WASHINGTON , D.C. 

HOTEL STATLER, JUNE 17, 1947 

Stressing the growing awareness that the prosperity of this 

country is directly dependent upon the state of the world's economic 

_health, Mr. Pineo, Loan Director of the International Bank for Reeon-

struction and Development, told. the members of the District of Columbia 

Better Business Bureau at their annual luncheon meeting at the 

Hotel Statler, Washington, today how the International Bank can aid in 

the revival of an international economic atmosphere conducive to world 
..., 

prosperity. 

After briefly reviewing the plight of world trade before the war 

when free and unhindered flow of goods was breaking down and competitive 

depreciation of currencies and multiple exchange rates were causing dis-

location, Mr. Pineo pointed out that the advent of war oornple~od the 

economic disintegration. The International Monetary Fund and the 

International Bank ~ere created to overcome currency evils that hinder 

the free flow of world trade and to give aid to countries which could 

not take their place in world tra.de because of devastation or economic 

under-development, Mr. PinAO ~+.t=tted. 
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"The Bank is, therefore, designed to promote mutual assistance among 

its Members for the reconstruction and development of their territories. 

Loans will be made solely to Member countries or for projects within 

Member countries which carry guarantees satisfactory to the B2nk. This 

should have an important effect on the relationship between the 

borrower and the lender. Both have a common interest not only in the 

success of the loan, but also in the success of the Institution; this 

permits bro.ader and closer relations than is ordinarily the case between 

creditor and debtor. Encouragement will be ·given to a full exchange of 

information with regard to all matters of mutual interest, and full 

opportunity to consult with each other on all such matters, not only at 

the time the loan is made, but throughout its life," 1'-'Ir. Pineo said. 

· He pointed out that to lend the Bank must rely on its capacity 

to borrow which will depend on the confidence it is able to inspire in 

the investing public~ "It must act with prudence and wisdom in the 

building up of its portfolio; for it is on that portfoli~, and on the 

c.onfidence which it will inspire in the pu~lic that the capacity of the 

Bank to obtain further funds will eventually depend," Mr. Pineo stated• 

In r eviewing the action of the Bank on loan applications, Mr~ Pineo 

indicated that they now total $2,554 million. These nppiicotlons will 

be considered in the light of the urgency and usetulness of the project 

for which the f unds will be used, the usefulness of the loan to both the 

oorrower and world trade, the willingness and r bility of the b6rrower to 

use its own resources to the fullest extent, whether the loan can do 

what the borrower .expects, e.nd whether the borrower can maintain 

service of the loan. 
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Mr. Pineo ~tressed the development of a relationship between 

the Be.nk and the b~rrower which will result in continuous consul tn tion 

and exchange of information during the whole of the time that the loan 

is outstanding. 

"International Bank loans •••••.••• •'• will benefit every(f)ne, 

Not only will these loans produce the articles of trade, but they will 

help restore that confidence on which, in the last resort, trade de

pends. If we can help to put countries on their feet again, if we can 

give them the assistance which they need during their convalescence 

or the development of their economic strength, we shall have con

tributed a great denl to the restoration of confidence, and business 

integrity nnd experience mny ngoin receive their proper credit 

rating•" Mr, Pineo concluded. 
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IOWA BANKERS' ASSOCIATION 
?th octo~r,l947. 

INTRODUCTION 

I .want tQ say, first, how mueh I ap~reciate the oppor-

tuni ~Y . of being present at this convention ancl of speaking about 

·'the Bank to such a distinguished. gathering. It is a matter of 

great satisfa.ction to the AdminiatrCJ.tion of the Bank to be a-ole 

to present to you a picture of wh~.t the Bank t~ trying "to do 

towards the restoration of better conditions in the post~war world, 

The success of the Bank 'r.rill depend very largely upon the interest 

which . is sho,.,n in ita activities by the banking community, and 

the opp9rtunity to give to this convention an butline of its 

activ~ties is, therefore, es~ecia.lly 1JTelcomed. If lvtr. McCloy · 

were in this country, he would h~ve been here himself i!l resp<?nse 

to your invitation, but, a.s you may know, he is s·till in Em;ope; 

4 
so I have the honour and :pleasure o! being \vi th you for -this .:eon..-

-~ 

~ention, while Mr. McCloy has the less comfortable and ·more ·aus_ter.~ 

duty of touring Europe. 

C .c. Pineo, 
Loan Director. 
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As you a.ll know, the Internatiorw,l Ba.nk for Reconstruction 

azid Development had its . orig'in in the Bretton ''foods Conference of 

1944 •. ·· This conference of 44 ns.tions ,.,D.s ce.lled together-, \-Jhile the 

war was · still bein.g waged with the utmost intensity, to cQn$.ider 
; 

the ec~nomic and financial problems which seemed like~y to be en-

eoun tered after military victory had been secured. The ste.tesmen 

\'lho conven'ed. this conference were under no illusions tha.t victory 

would be follo\'led automatically by the restoration of normal economic 

life wi thi:n the combatant nations or of normal t ·rade relations 

throughout the world. The \'rar then being \"!aged '"as the most. de~tr:u:c~_. 

~ive ·in ' the histor.y of mankind, technical ~nd scientific progress 

had ma.de pOlssi ble an efficiency of me.terial destructioi.l which wa.s 
4 

without precedent. Total ,..,ar was sha ttering the me[-lns of produc• 
,' ' ' I '' 

tion on a t#emendous scale and psychological we.rfare was adc1.1ng 

its pressure t ·o the cumulative stre.in of years of conflict. During 

these war years, too, production was of necessity mainly di~e~ted 

to things useless in themselves and valuable only because they co,uld 

destroy the means of _production in others. Trade had become largely 

a trade in these instruments of destruction and, owing to the neces~ 

si ties of war, '~as for the most pa.rt controlled by governments 

themselves; · so that peaceful, ~rivate commerce between nations, 

with all its 'pportunities for the proper use of human energy 

and ini tia.tive, _\'ta$ vir tually at a standstill .• 

It W$8 recog.ni~e~ at Bretton Woods that there would be no 

considerablre recovery of t~orld production and world tra.de without. 

international investment~ but while it w~s clear thAt many corintries 
/would 
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would· be :in gr-eat ·· need of mon",.. to· repair the de·structi~n of war or· 

tG· ·develop.: th~ir. ·resouree·s,: it was. also realized that 'the uncertain• 

ty . whioh. .normally 'foilows wa:t· e.n~. the enormous ~eeds of' those 

countrie$: would ·be 'likely to deter private lender·s from·· supplying 

s~·iicient ·money ·f-or this purposeo It \'rt:ts to fill this need .- toot · 

the·· ·Interna:.tional :Bank for Reconstruction and Development t"las 

e$tabl·i'shedo For unless sufficient money was lent, and lent· at . 

l ·ong ... terin, _, to · provide for basic reconstruction and ·develClpment needs~ 

r~¢6~ery would be so delayed that ~conomic and p~litical · stability 

wou~~ be endangered: and all countries would be losers. 

2-.- ·THE BANK' -8 CHARTER - TEE .ART !CLES OF AGREgMENT 
~-... .. ......... 

The Articles of Agreement of the :Sank lay_ down the: lines 

('.~ whi·¢h it must · apprnaeb its ta.sk of a.ssistin~ in the . ec9no~ic and 

financial. r ·eco·v_er.v o_f the world. They may be sur:marized as Bp):lows ·~ :·:~ 
4 

First •. the Bnnk is to assist in the reconstruc:tioJl . o.f. 

economies destroyed or ' disruped by war ~nd the 

development of the less developed countries~ 

Second, it is to. promote private investment wheneve~ 

possible and supplement it whe:n necess~ry. 

Third, it must seek to promote international trade and 

the raising of levels ·.of pro.ducti vi. ty, sts.ndards 

of living and conditions of .labew;- throughout the 

world.-

It is, also laid down that the Bank must deal with the most 

U$eful and urgent projt:!cts :first and the.t ~t must be satisfied that 

the borrowar would. be unable to obteJ.h the loan ·elsewhere ('In reason-

able terms and the.t he t-rill pe in a position to meet hi's obligations 

unde~ the loan. 

-

..... 
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The authorized capital. of the Bank is $10 billi'on, divided 

'in"t.o 100..,·000 shares of $100,000 eacho The \otalamount which has been 

sub$cribed is ju·st under $Bt billion, .. of which 20% has been called. 

The remaining 80% is liable to ce.ll only if required to mee·t the 

obligations of the Banko As regards the Ql!lJ!1Jital paid up,. Z% was 

:payab.le in gold or U.s. dollars 8nd 18% in the currency of the Member 

·c·ount:ry concerned. The whole of this 2o% has now been paid up, wi tb 

the exception of a small amo1.mt (about $5 million) ., representing de-

fer.ments., 1.mder a provision in the Articles ·of A€:reement, by certain 

,countries which have suffered enemy occupationo 

The Bank~ then~ is a cooperative institution, who.se Member 

countries have pa.id ·certain sums, p:t"oportiona te to th~J.!" r .esources, 

in·to a func1. which formed the first working capitCJl ~f the Bank; they 

have also assumed the liability for much larger s~s in order that 

the Bank mi~ht be inastronger position to raise funds for its 

purposes. 

4. FUNDS AT THE B.ANK' S D!SPOS~ 

~e funds at the disposa.l of the Bank consist in the first 

place of its paid up ca .. pi tal and, in the second place, of such funds 

as it meyb~rrot~ in the markets of :i.ts Members. As regar ds the paid 

up capital, a.lthougb the 2% paya.ble i .n gold or UQS. dollars i~ freely 

available for le:l\ling, the rema.ining· 18% ( \-rhich ir? payable in. the 

curre-::1cy of the lvie1.:1ber C€Jun try) may be . used for loans only "'' i th t;he 

consc.·rd; of the ~1:-;.:n"'Jer concerned. This provision was, of course, 

necassary ~d.nce ma11y countries wou!d be in no position to extend 

immediate c:t"edit to others and could only afford to e~ort in re~ 

turn for essential imports. · So far, the Vnited States~ the only 
~ - t 
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country which i$ in a position to supply goods on a large scale to 

other countrie_s withou_t requiring immediate countervalue, is the only 

"Memb~r \\Thich has given permission for the whole of its 18% to be used 

·in ~ing loans; Belgium has given this permission to the extent of 

$2 million wortll of its currency. Other countries can be expected to 

f ·ollow suit, but the ::~mounts so ~.de available cannot be great until 

more -countries a.re able to export goods without requiring immediate 

countervalu~. 

The effect of the payment of the CF~.lls on the 20% paid up 

capital 'lf.ras to place at the disposal of the Bank u.s. dollar funds 

amounting to approximately $727 mfllion a.nd the equivalent of $873 

JPi.f.llo~ of currencies other than u.s. dolla.rs, the use of the latter 

'f9r l -end·tng i§>U1'lJOses being subject, as I have said, t ·o the consent of 

the Member concerned. 

~ 

As rega.rds further funds for ita purposes., it i.s ·elear that 
'I 

the Bank must ch:;..efly depend in the immediate future o;n the mP-rke·ts -o,f 

the United States, since countries which are unable at :present even to 

allow the use for l.ending of the amounts of their currencies :paid in as 

part of their capi ta.l subscript :Lons camot afford to make funds e,va ilable 

through their financial ~a>rkets. As you all kno,\1, the Bank ma.de its 

first offering of bonds in the Un1ted St8.tes in July lr-tst. This of-

fering, consisting of $100 million of 10 year 2-1/4% bonds and $150 

million of 25 yea~ 3% bonds, was heavily over-subscribed. I thtr~ it 

is fair to say that this was largely due to tne fDct that misunder-

standings as to the Bank'. s policies aud purposes which had been pre-

valent in its early days had been d.ispelled. · It is now ~enera.lly 

realized that the Ban~ may ll)flk;e loans only as investments ivhich must 

be rep'aid and that it is ~n ~o sense a relief orga.ni za ti on .• 
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This brings me to the question of the role of the Bank in 

the affairs of the world. today. Although the Articles of Agreement 

established the ~rinciples on which the B~~ must operate, the role 

which ,1 t will play will. clearly depend on the st·a.te of the world in 

which 'it has to oper~.te. We !!lUSt fa.ce the fact tha.t the economic 

state ·.of the world too.a.y, two years a.fter the war.,. is \.,rorse than was 

anticipated either a.t the time of the Bretton Woods Agreements pr in 

'he days 1mmediatel.y following victory. It has become clear thnt the 

e~fects of the \'Jar were deeper f'.nd of more profound significance than had 

been ·realized. The dislocatiens of industry, ·of trade and of human 

l~fe .have been gree.ter and more difficult to remedy than had been ' 

~Qreseen r~nd recovery he..s further been hindered. by the rapid develoP• 

ment of unforeseen politicalconflicts, 

:.#- · 

The situation in effect is this. It was known that im-

:~~diat'ely after the wo.r it would be necessary to give short-.r·t'.nge 

relief In the form of the baaic necessities of life, ·s,uch as good, 

clothing and fuel, in order that countries which hact suffered 

devastation and 'impoverishment as a result of the war· might be 

-su!.ficiently restored to make a sta.rt on the rebuildi'ng of their 

economies nnd on the turning of their human9.Ild material. resources · 

t ·o p.roductive use. Provision to meet these ba.sic. needs was made 

througl:l ··UNRRA and formidable sums were disbursed by that bed.y· in 

the form of grants. But the needs were far greFLter than· hRd been 

apparent' and the resources of UNRRA were not sufficient tfJ··aC~ 

pltsh the purposes for t-Jhich it ,,ra.s este.blished. The s:tage of . 
relief has n.ot been quickly succeeded (as had been hoped) by the 

state of reconstruction; ,~,e have to fnce the fa.ct tha.t relief needs 
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have. not ·yet been satisfied and that many countries .are not yet able 

to stand on their own feet or to carry their own burdens • . 

To the - extent that relief i ·s still necessary the Interna,tional 

]ank cannot enter into the picture·, for it is not a .relief ·Qrganization 

and c9-·n ·lend only after · it is satisfied tv'ith the prospects of repayment •. 

But . th·e granting of relief can have the effect of resto:ring the vitality 

and energy of a nation to the point at which the -Bank would be justi-

fied in granting a loan so that that vitality and energy might be 

turned .to productive purposes. The question then is simply at what 

point the Bank can enter the field of recovery and in what manner· it 

can then best use the funds at its disposal. 

Let me illustrate by referring briefly to the Marshall Plan. 

ft .rai~es v~ry important questions, The needs of relief must b~ . 

· lH~parat:ed from those for reconstruction; when that~El,s been cl.one, and . 
. . . . 

QP,+y then, : the Bank can conside;r reconstructioll needs. The question 

then will be: "Is the Bank to come tn? If so, at what poil).t and to 

what · extent?" 

It has been stated that something over $3 billion is re-

quired to purchase machinery F~nd equipment over a four-year period 

and that the Bank could finance this part of the plan. It is true 

that financing of this character falls 11ri thin the scope of the :Sank's 

activities· but even assuming that after examination this lending were 

fo~d safe and desirable in itself. there would still be the question 

of how much money the BaJik can raj,.se for lending. If the money we 

could raise for lending by,. say, the end of 1948 was $1 bilJ ion, would 

we be · justifie(l in devoting practically the ,.,hole of this amo\Ult to 

leans· ·to Europe? Should the Bank have all or suoh a large part of its 

/resources 
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resources in that area.? WouJ.d the Member countries who have counted 

upon the Bank fo~ development loans agree to sueh a program? These 

few illust~ations will give you some idea of the problems which the 

Marshall Plan may raise for us. It is our duty to follow develop-

ments closely so that we may be in a position to make -decisions 

q_ulckly and to give informed advice if we are required to do soo 

6. THE BANK'S LENDING 

Since it is clear that the funds required for reqonstruc-

. tion and development are enormous and the resource~ of the Bank are 

limiteq, it is of the greatest importance that the Bank should seek 

to obtain the maximum effect from the use of its money • . One of the 

fundamental principles of the Baru~'s lending, therefore, is that as 

far as possible its loans should be used to eliminate bottlenecks to 

production. or, by some other strategic use, to make the greatest 

possible contribution to the revival or stimulation4 of produc-tion; . in 
~ 

this way, comparatively modest sums can have effects out of all pro-

portion to the size of the investment. Whether the money is. spent· 

on repairing a damaged source of pro~uction or in establishing what . 

might be called a strategic new project which greatly stimulates 

production, the aim must al\oJays be to obtain the greatest possible 

results in the shortest possible time in proportion to the amount 

spent. 

Apart from this basic principle of the strategic use of 

funds, certain other general principles have emerged as a result of 

the examination of loan applica.tions 1 the etudy of the problems which 

they have raised, and the discussions which h~ve taken place with 

prp~pective borrowers. It may be worth reviewing briefly the most 

~~p~rtant of t~ese principles. 
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4cceptance of Risk 

The BB.nk must not be deterred fr.om making loans simply by 

reason of the general economic Pnd p~li tical uncertainties \'lhich at 

present cbstruct the free flow: of ~.Jri va.te cgpi tal; · on. the contrary, 

one of the objectives of the Bank's loans is to help to remove these 

uncertainties and to establish conditions in '1/rhich pri va.te capital 

will be aQle once more to play its part. Nevertheless the E~nk 

cannot make imprudent loa.ns, for its loans form the eolle.teral for 

its O\..rn borrowings. In the las·t resort, · the Bank will depend for· 

its pm-.re~ -to borro't\T on the confidence which its lending .po-licy. will 

have cree.ted. 

SSlf Help 

The Bankfs resources must not be used~ relieve -a bor-

' rQwing country of tH.sks 'IIJhich that country could justifiably be 

asked to perform itself; the major effort in reconstruction or 

developme~t must always be made by the people of the nation con-

cerned. No country can borrow its 't'lay to prosper·i ty •. Pro a :peri ty 

can pnly be earned by hard Pnd prolonged effort. 

Limited. Commitments 

A single loan application may> relate to a plan which '"ill 

take several years to complete. It is the Bankt·s policy1 . ho•jrever, 

to grant loans in such ca.ses only to cover the neede of ~. relatively 

short period P.nd. to · invi"te a further epplicPtion f\.t the end of that 

period, 'llrhich "to!ill be con.sidered in · the light of the progress made 

\IIi th the assistP.nce of the first loan anrl of the position as it 

· then appears. 
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When a loan has b.~ en . made,_ the proc.eeds are. '"mad.e available 

'to the borrower only ag~inst evidence ~hat t.hey. are being used ·in 

payment for goods specified in the· l.Joan ~greement. Arr~tngements are 
' 

. also. made- by observation "'i thin the borrowing c.ountry to ensure tha.t 

the goods so purcha:sed . are in fact :put to their intended use. 

Information ~.d. Consultation 

The Barut requires to be kept fully informed not o~ly as to 

the· .us~ of the funds which it provides, but also as to the· gen,era,l 

economy ·of the borrower, since this affec.ts the security of the loan. 

·. The · regular su't>mission of information and frequen-t consul.tation 

.which this involves calls for a much closer relation . th~n ha·s been 

. ·USUal between· creditor Rnd debtor in the international fie.ld;, and 
•• •• • • ~ <I' 

~s ·-made possible only because the Bank is fundamentally a qoo.pe~a:tiv.e 
~ 

·institution, which lends only to 1 ts Member coun;tries .or :u;po,:n :,tl_le~~r 
. i 

guarantee; since the . borrower or guarantor is a Member of the ·in .. 

stitution, it has~ interest in the Bank1 s success and indeed 

participates in the framing of its lending policy. 

7. EUROPEAN RECONSTRUCTION 

The first applications for loans Nere mostly from 

European countries, and since the Ba.nk is bound to deal with the 

most useful and urgent projects first, it is n~tural that ·partie:-. 

ular attentio~ ~ s.o far b,een given to pro?lems of ,_ Euro-:pean reco-very~ 

Before the war, more. than balf the · '"orld1 s trl:tde ~as done. by .. ,· .. ·: ,··.' . 

Euro:p~an countries. These countri.e.s . still: bG'Ve th~ :pro9.uctiv·e ca:pe.eity 

and the skill~; to put them to w:o.rk ' by f'~nishing the necessary 

machinery,_ materials a:nd fuel - presen·t~ a great oppo.rtunity to raise 

the level. pf '-'10rld production ~Tith a minimum of outlay .. 
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D.isappo1ntment--·:with ~he progress al!e~dy made 'in ~opeanl 

recovery is naturt.l;·· but :': it must be rememb~red ~h~t :- the . principal 

reas.Qn ~hy · ~e-el)v~~Y>: i~ >ti\k~_ng .. -~Q·~~t: .. -than "was·-'expected ls that the 

effects of _th~ war _t-rere deep.er: than. had .been· real1zed~ There is· 

in fact no c.au.s~ for despond~ncy that, only· ·two years after the 
·.· ' 

C-Onclusion Of the most destructive war Of ail time·, economic 

stability has not yet be.en achieved. Reconstruction and development 

take time; they requir~ sound and detaile4 eao·nornic planning, the 

ret;ttoration ef financial and mopetary stability and the · prolonged · 

efforts of millio;ns of human beings. Much ha.s ·' alre.ady been · · 

achieved, ~nd the picture is apt to appear iessfavorable than it 

· a~tually is owing to the fact that the 'most acute short~ges are 

in. 'Cons~~.r goods: material and labour. are neces·s·a.~ily being .. ·di~ 

;· v~rt~d to. 'the rE;!construction of the basic stocks of\t~ealth . .:) iousing,, 
. . . ' 

t.;ran~port, . :plants, tools, machinery and ra.w mater it!~~ . ·.Th~·:: (l'e .. tal'led. 
. . . . -.. ~ .. · . . . . . . . . . .• . ' 
· i~v~stigation which the Bank makes of every loan·' appl:·ipatt~P: .'has ··., ' · 

·ge~erally :revealed greater progress tha~ t-rould appear· frt1m :.~ su.per:

ficial review of the state of the country, in which attei1t1~n is 

nat~~l~y attracted to deficiencies which still exiat 'rat~er than 

to defic~encies whi·ch have been removed. 

It may be of interest here to review briefly the f~ur : 

loans which the Bank has granted for European reconstruction. 

_ France 
I 

·The :Bank·• s fi-t-'st ·loan was one of $250 million to France;. 

~e. ·importance of FTan.ce in: 't -he economic po.s1tion of Europe made 'it 

·- parti-cularly fitting that· :1ihe should be the ;first country in whose 

!ecqnstruct~-?n the l3ank shotrld play an active part. 

!n spite of th~ gravit~of the French situatio~a• it ia 
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·today., · :we · rinllit·,_ · n:(,-t··~·oif~took · t·he:l_t ·remen:dous progress which France 

. has ·ma:ae· 'in -ov'eie~ming the: gffects ·-of the war~ :Sy the end of 

: .:: '1946 ·~· her:. pr.oductton had. been re11toreo. · to . approximately 90% of the 

'i~·,··<i9j8' i 'ettel arid th·e: -vdlume of exports· to ?S%. In spite of the d.if

. ·.· ficul'ti"e~ ··f!.nd uncertainties fa,cing France, . therefore, the Bapk 'be

·. ·lieves th?t · its· loan t ·o that country will hasten the progi'ees of 

· .. -~ re·c-onstrU.cti.on both in France and · in Eur.ope as a whole, and t}.lat 

the ·-·rl-sks involved ·are of the typ~ which the Bank was designed to 

· Netherla.nd.X 
. g ' ...-....... 

The Bank 1 s second loa.n "t-Ta,s one of $195 million to the 

· :·Ne-thei-land·s:. . The . Dutch people have displayed rema.rkable. 'determina~ 

· :.'ti.on .a:nd :energy and have a.chieved grea.t :progress in restortng···- oi.l't..:. 

:put :and ·ciomha.ting . infl~"..tion.. :,But the abnormally hea"'Y ·.impo-rts 
4 

-.: ·-/·necessary to make- g.ood war dflmfl,ge and losses, the loss of ·G'ermany 

::, as·· the·~ principal source of imports and: as an impo·rtapt' me,rlret , 

:; ~a- -;the.·· decline. of s-u.:9plies and revenue from the Dutch -East· Indies 

~~have_ placed a heavy stra.in on Du.tch foreign exchange resottr~cesl. 

·· This may be · judged from the fact that 35% of essential imports in 

. ·1947 wl.ll have to come from the Un:i. ted· States, as again.st only 

11% in 19)8. The excellent debt record of the 1-Tetherlancts and · its 

·:_long tracl:Lt-ion~ as· an important creditor nation make it a go.od 

·.··credit risk. 

-: . Denmark · 

·.The ~ank 1 's thi~-a loan was one of $40 million to Den• 

mark. ·rt. '"~as granted ·for the ·i'urpose · of hastenlng _economic recov

ery 'by the purchase of ·agri:cul tural P.nd textile machinery, machine 

tools, trucks, - steel products, text'1les and chemicals. Denmark 
/has 
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has e.lready taken effeetiv~ step·s t ·o create the healthy internal 

conditions ·- a. be.laneed budget E:'nd ste.'ble price and wage levels -

which should result in the :Sank• s loan having the " ~-est' rapid effects. 

The Bank.r s fourth loan "''l?-s one of $12 million to Luxem-

bourg. It was granted for the purpose of financing the :purchase ·of 

equipment for the steel industry and of rolling stock for the rail-
' 

ways. Iron and steel production is the major industry of Lwcembo·\lrg 

and exports of metallurgic~.l pror.ucts in the yefl.rs preceding the war 

comprised about 80% of all exports. 0\.,ring to under-m~.intennnce during 

the wa~ the . ind.ustry no"'' needs to be mocternized and a.da.pted to post-

war market requirements. The railways also are of vital importance,_. 

particularly as international carriers ·linking the Ruhr, the Saar, 

Lorraine, Switzerland and the Low Country ports. jhe ~ankr s loan, 

\ly p-roviding the mea.ns for raising the volume o! t~affic of Lwr:em

bourgf s r~lilways, and for expancl~ing the country's capa.ci ty. ~o produce · 

the· type of steel :proctucts for \'Jh}..ch there is a heavy d.emand, -will 

contri-bute not only to the recovery of Luxembourg but aJI.so to · that 

of her neighbors. 

'In addition to the four loans ~.lreaily granted. 'for European 

reconstruction, the Bank has received a~nd is examining applications for 

loans from Czechoslovakia for the reconstruction of war dt:~mflge a.nd 

losses t=-nd for the restocking of ra\Ar materi~-ls; from Poland for the 

purchB.se of ~qu.ipment nnd mr-1terie.ls for coal mining, the iron and 

steel t:~nd text.ile in<lustries-, electricity and trr=nsport; and· from 

Italy for purche..ses of equipment necesse.ry to restore the damage 

suffered by . tha.t eountry1 s .industry a.nd tr~nsport system during 

the war. 
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As regards E'.:!J:')licr'tions from non-European co'lintr_ies, \-Je 

ha~e so far received one from Chile for hyodro-electric~ forestry~ 
. . ' 

harbor, transport and railway projects; one .. from . Mexico for :t~riga-

tion, h~~o-electric, pipe-line, highway_, railroad and_ harbor· projects;_ 

and one from Iran for the development of agriculture Bnd trE:~nsport. 

All these Bpplicfltions · ~re receiving the most ce.reful and thorough 

study. Fact-findiX,lg missions have visited Denma.rk1 PolP.nd, the Ruhr, 
·. ' ~ 

. ( . . . ' 

Brazil r--nd -Ita.ly; a.nd invitations hElve been . a.ccepted . to ·send a similar 

mission to Mexico. Discussions are P.lso :pro_ceedi·.ng with other countries 

rega.rding their development plt:~.ns. 

8 • T·HE REST OF THE WORLD 

The urgency of the recovery of Europe does no·t ·detract · 

·rro.m the importance of e.ssisting countries of other . Pref'.s of the world. 

such as ~F.l.tin America, ~~ia, Africa a.nd th~ Hiddle p.$t • . Indeed·, the 

Bank ~·ecognizes that the need for reconstructio:t). lop,ns will pass · within · 

a few year.s, and the financing of development projects-· wi~l become.: the 

primary concern of the 13a.nk. we ·must fac~ the fa.ct .. ho\1ever,-, ~hat .· the 

Bank cannot posai bly do t)le ,r~hole job of financing such ~evelopmen~: 

this ca.n only be done by the free flow of private cApital. But the 

Bank can make a beginning a.nd ca.n give its att~ntion to such basic .. 

things as the improvement of the credit po~ition of the countries 

concerned. The removt·tl of obsta.cles to the free flow of private· 

capital is a. matter of prime concern to the Bank. 

Existing ~.ete.ul ts Are one of the most obvious. obstBcles· to 

the res torn tion of cref1i t. In some cP.ses the basic cr·uses of t!ef'aul t 

were beyond the control o! the borro,~ring country '"'nd it is not sug.: 

gested that every country with outst~nding foreign bonds in defa~lt 

could or· should resume ~.yment on all its bonds in accord.~nce ,,i th 
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their··· original terms. . Jmt in s .ome ca.ses the dlef-aul t '\-las due to 

Unsound fln~cial .And economic policies; in such cases agreement 

with credito~s would inspire more confidence a~ go further tr-
• • ' I 

wards .re-establishing credit if it were unde~trucena& part ·~fa 

program of financia'l 'refo.rm. In the ca.se of epplicPtions for 

loans by euch· countries, the Bank takes the view that a program 

to neai with existing financial and economic problems must prece~e 
I 

the consideration of a. program for long-range development. The 

t~llS:_ncial a.nd economic stability of its borrowing. Members is of the 

· ~reatest importance to th:e Bank in raising funds for its oper~.t.ions: 

·, if thi.s · stab.ili ty does not exist the funds will not be forthcoming • 

. It .is therefore, essential that Members borrowing from the Bank 
'•, 

~o~d have a sound fiscal poiicy, a he~.l thy balance. of . pa.~ei).tS.t 

~n4 .~oQ.~ rela.tione with their creditors. The Bank cannot ·assist 
·- . . 

.a : ~o~tr1 which neither has financial ana monetQI'y sta.bility aDd 
~ . . . ' . 

. :~red~ t n~r the willingness to take a.ction to achdeve th~·. Such 

.lenq.~·ng. w~uld be neither prudent nor productive. :But gi~-en .the 
.• .... . · ... 

~.~1111ngJl~~$- , to take a.ction to establish a sound fiscal situation, 

: ~?e .B~~ can assist both in obtaining the necessary techni.~al . 

':a:~ .. sl~~e.nce for this purpose and in the financing of a l~ng~ra.rige 

.. dey~lopment plan which can succeed only agf'inst a background of 

f'iscal stability. 

The help which the less t1ell d.evel5ped nations need .. for 
. . . 

a full reall2:ation ·Of .their potential1 ties shoulct not be liiis1 ted 
. ' "' . 

to f .inancial advice Rnd loans. · :Becalllle these cour.tries lack th.e . 

. advanced technologies end skills "'Jhich cha.racterize more_ developed 

~at ions,- the :SPllk may be asked to coo-pere.te ·more · c~osely . 1n the 

consideration and fo1mulation of thetr pla.J).s. including the obta1n

/1ng 
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tng of the necess,ry technical assistance. Here again . the Bank 

is in a position of exception1~dvantage as a cooperative 1nsti~ 

tution with no object but the good of · its Members. 

10. THE BANK AND THE REVIVAL OF INTERNATIONAL LENDING. 

There was once a disposition to question whether the Bank 

would be sufficiently careful and prudent ~.n the use of the :vnds at 

its -.. disposal; whether, in fact, it would axe:rc.i~e as nn.:ch prudence 

--as -would be ~~ercised by private interests in su.ch matters. I think 

it is now ~own that the thoroughness wit~ \'Jh~.ch appl~cations fur 

·lo·ans al'"e i~vestigated and the responsi 'Llli tir-.;s ,~·h .1.ch t:1e ]a~!k 

· accepts both for the use of the proceeds of a :!.0a:·J. a;J.G. =·:rr:- t '~--~e lfl:'ln 

itself during the who)..e time that it is outatF~.ncl lng ~ are est:11lishing 

·a new standard of · responsibility in in terna t ior!al lending_. 

It ~s ·.indeed important that there shoultf be in the 

future a greater sense of responsibility both in b~rro~ftl ing e.nd 

in lending than has frequently been the case i :::::. t~1e pa st, ·whtch, as 

you all know., contains the :record of much bad. ~ ;G !.' j 'r'j '\OJ:;.tl~ a::>G. b2.d lending,. 

p~u~tic11larly in the inte:r- tri:tr yldars. The inve ~::.:t .J :::- t'llcrJ .d be in-

teres'ted in the welfare of the borrower and nn1~t b~ i n~~eed in a sense 

-his partner.:; a recognition of this principle r o·t:a ty b:JrrmrTers 

and · lenders would crea te a sense of cocperati:n1 .:1nd of mut"J.a.l re-

sp~nsibility, in place of the unfortunate mu tual antagonism which has 

·Often developed in the past, when the b~rrmv ~:r has felt exploited and 

_the lender has felt cheatedQ It is the hope o ~:: t~e Bank the.t ., by 

virtue .of its unique position as a cooperati\-~ in8titution, lending 

only to .1 ts Member countries or under their guarantee, .1 t may be 

.able to promote relations between debtors and creditors in the 

international fi~ld which will be greatly to the benefit of both, 
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The restoration of confidence in international lending is essential 

to . the .. revival of ""orld tra.de and of world prosperity; to help in 

. rebuilding that confidence is the fundamental purpose of the Ba.nk. 
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