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Me propongo examinar la rnision que, en relacion con las inver

siones en paises en desarrollo, llevan a cabo el Banco Internacional 

de Reconstruccion y Fomento -- conocido camunmente como el Banco Mun

dial -- y sus afiliadas la Corporacion Financiera Internacional (CFI) 

y la Asociacion Internacional de Fomento (AIF). 

Unas palabras, primero, acerca del caracter de estas organizacio

nes. Gada una de ellas es una persona juridica creada por tratado in

ternacional (Convenio Constitutive} entre sus paises miembros. Gada 

una esta asociada con las Naciones Unidas y tiene la condicion de Or

ganismo Especializado. Gada uno de los paises miembros designs un go

bernador para cada una de las Juntas de Gobernadores, que se rennen una 

vez al ano y delegan la mayoria de sus facultades al Consejo de Dirac

tares cuyos rniembros son nombrados o elegidos par los paises miembros. 

El poder de veto es proporcional al manto de las suscripciones. Estas 

instituciones estan dirigidas y administradas por personas procedentes 

de mas de so paises; en el desempefio de sus cargos se deben exclusive

mente a la institucion en que estan empleadas. 

El Banco Mundial fue fundado, junto con el Fonda Monetario Inter

nacional, en la Conferencia Monetaria y Financiera de las Naciones 

Unidas celebrada en Bretton Woods, New Hampshire, en julio de 1944. 

En esa epoca, lo que interesaba era dotar de estabilidad a los signos 

monetarios y al intercambio monetario internacional -- de ahi el Fan

do Monetario Internacional -- y, asimismo, proporcionar capital de 

inversiones para la reconstruccion de las econorn1as desbaratadas por 

la guerra y para el fomento econornico de las zonas insuficientemente 

desarrolladas -- de ahi el Banco Mundial. 
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Era evidente que la necesidad de capital de inversiones no podia 

satisfacerse enteramente mediante recursos nacionales o privados; era 

indispensable mover capital a traves de las fronteras nacionales de 

una manera basta entonces imposible. El problema esencial era (y, en 

realidad, sigue siendo) combinar sabre una base satisfactoria un gru

po internacional practicable de paises exportadores e irnportadores de 

capital. 

La solucion se encontro estableciendo el Banco Mundial como ins-

titucion intergubernamental, en forma de sociedad anonima cuyo capital 

fuera integramente propiedad de sus gobiernos miembros y fijando la 

cantidad de cada suscripcion con referencia al poderio economico de 

cada pais. 

El capital autorizado del Banco Mundial, que originalmente era 

de US$10.000 millones, es actualmente, a consecuencia de una amplia

cion acordada en 1959, de US$21.000 millones; sus miembros han sus-

crito el equivalente de aproxirnadamente US.~20.)00 millones. Sin em-

barge, solo se ha desembolsado l/10 de esta suma; el resto puede ser 

exigido per el Banco Mundial solo en el case de que sea necesario pa-

ra cumplir con sus obligaciones. El objetivo de esta estructura de 

capital es proporcionar al Banco Mundial una cantidad substancial de 

capital suscrito y recursos mucho mayores consistentes en la parte 

de suscripciones de capital no exigida, lo cual proporciona al Ban

co Mundial una base de credito que le permite gestionar prestamos. 

La necesidad y posibilidad de que el Banco Mundial cuente con los 

mercados de capital del mundo para obtener la mayor parte de sus 

fondos, es un rasgo destacado de sus operaciones. Gracias a su po-
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sibilidad de obtener prestamos, el Banco Mundial goza de una dosis con-

siderable de independencia financiera, y la autodisciplina necesaria 

para mantener el propio credito del Banco Mundial constituye un incen-

tivo directo para un funcionamiento con arreglo a las normas estableci-

das. 

Si bien la funcion primordial del Banco Mundial es la de prestar, 

conviene decir algo mas de las operaciones que realiza para conseguir 

prestamos. En sus primeros afios, la colocacion de los titulos del Ban-

co Mundial planteo varies problemas. La institucion era nueva y desco

nocida para la mayoria, y por parte de los inversionistas habia cierta 

vacilacion natural en participar en cualquier forma de prestamo al ex-

tranjero. En los Estados Unidos fue necesario un esfuerzo considera-

ble para conseguir que la legislacion de la mayoria de sus Estados au-

torizara a sus respectivas instituciones banc arias a hacer inversiones 

en titulos del Banco Mundial. Bsas medidas fueron adoptadas luego en 

muchas otras partes; por ejem?lo, la Ley de Inversiones de Depositos, 

1961, del Reina Unido incluye las obligaciones del Banco Mundial emi-

tidas en el Reina Unido entre el reducido nlimero de inversiones auto-

rizadas para los depositos. En la actualidad, los titulos del Banco 

Mundial circulan perfectamente en los mercados del mundo. Hasta el 17 

de agosto de 1961 se habian vendido en varies paises emisiones que en 

conjunto sumaban mas de US~3.615 millones, o su equivalente, y la suma 

neta pendiente equivalia a mas de US~2.276 millones. La mayor parte de 

los prestamos tornados por el Banco Mundial fueron en dolares E.U.A., 

pero cada vez adquieren mas importancia otros signos monetarios y mer-

,cados ajenos a los Estados Unidos. Las transacciones comerciales de 

I 
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los t!tulos del Banco Mundial son generalmente analogas a las emisiones 

de los gobiernos. 

Hago hincapie en este aspecto de las actividades del Banco Mundial 

porque, ademas de movilizar capital para sus operaciones, estas emisio

nes han tenido el efecto importante de familiarizar a los inversionis

tas con inversiones internacionales y de abrir mercados internacionales 

a gobiernos, entidades gubernamentales, etc., que necesitan conseguir 

dinero. En muchos casos, el Banco Mundial ha intervenido en operacio

nes conjuntas, de suerte que el otorgamiento de un prestamo por el Ban

co Mundial coincida con la obtencion de fondos de inversionistas priva

dos en un mercado extranjero. Es as! como las operaciones del Banco 

l~ial han llegado a ser un factor importante para la aceptacion de 

emisiones extranjeras por el mercado. 

Ademas de las ventas directas de sus propios t!tulos, el Banco 

Mundial ha establecido un importante y creciente mercado internacional 

de inversiones vendiendo obligaciones que tenia en cartera procedentes 

de sus prestatarios; en la actualidad, el total de ventas de esta clase 

pasa de US$1.000 rnillones, casi todas ellas sin garant!a del Banco Mun

dial. 

Veamos, ahora, las operaciones de prestamo del Banco Mundial. En 

su Convenio figuran ciertos criterios que necesariamente han de apli

carse. El Banco Mundial solo puede prestar a un gobierno miembro o con 

garant!a de este; el prestamo tiene que ser para fines productivos y de 

ordinario para financiar las necesidades de divisas de un proyecto es

pecifico de reconstruccion o fomento; es preciso estudiar minuciosamen

te los meritos de todos los proyectos y adoptar medidas para asegurarse 
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de que se de prioridad a los proyectos mas utiles y urgentes; hay que 

prestar la debida atencion a las perspectivas de reembolso del prestamo 

y adoptar medidas para asegurar que el importe de cada prestamo se uti

lice solamente para los fines para los cuales se otorgo. Lo mas impor

tante de todo: el Banco Mundial debe cerciorarse de que, en el mercado 

dominante, el prestatario no habr!a podido obtener de otro modo el pres

tame en condiciones razonables, lo cual quiere decir que el Banco Mun

dial no hace la competencia al capital privado; ademas, se le prohibe 

expresamente que imponga condiciones en el sentido de que los importes 

del prestamo se gastaran en los territories de un rniembro determinado. 

Siendo la primera institucion de su indole, el Banco Mundial ha 

marcado pautas en la formacion de procedimientos de prestamo que han 

demostrado ser sumamente eficaces y que han servido de modelo a otras 

instituciones financieras nacionales e internacionales. 

En primer lugar, el Banco Mundial tien~ que hacerse un juicio so

bre la solvencia del pais que solicita el prestamo, es decir, asegurar

se de que podra servir la deuda extranjera sin agobios. Ademas de eva

luar la posicion y politicas economicas y financieras de un pais, el 

Banco Mundial debe prestar atencion a los antecedentes de au deuda ex

terna. Es practica normal del Banco Mundial la de informar a los que 

solicitan prestamos y no han cumplido con obligaciones externas con

tra!das publicamente, de que no podra ayudarles mientras no hayan 

adoptado providencias para un arreglo justo. 

El Banco Mundial procura averiguar luego las prioridades entre 

los diferentes sectores de la econom!a y trata de asegurarse de que 

cualquier proyecto elegido forme parte de un plan equilibrado para el 
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desarrollo del pals en conjunto. Una vez seleccionado un proyecto, el 

Banco Mundial lo examina minuciosamente en todos sus aspectos para cer

ciorarse de que es sano desde el punto de vista economico, tecnico y or

ganico, y de que el prestatario puede llevarlo a cabo con exito. 

Despues de otorgado un prestamo, el Banco Mundial sigue observando 

su marcha mediante informes regulares del prestatario y visitas periOdi

cas de representantes del Banco. El Banco Mundial solo entrega dinero 

mediando pruebas de que este se emplea de conformidad con el acuerdo de 

prestamo. 

No voy a importunarles con estadlsticas. Detalles completes de las 

operaciones del Banco Mundial pueden encontrarse en sus Informes Anuales 

y en otras publicaciones que se facilitan a quien las solicite y que 

contienen numerosas informaciones que recomiendo a los interesados en 

inversiones internacionales. 

Me limitare a decir que, hasta el 17 de agosto de 1961, el Banco 

Mundial habla otorgado 298 prestamos que en total equivallan a casi 

US~6.000 millones. El signo monetario de la mayorla de los primeros 

pre~tamos fue el dolar de E.U.A., pero posteriormente se han empleado 

cada vez mas otros signos monetarios. En la actualidad mas del 50% de 

los desembolsos se efectUan en otras monedas. Los prestamos del Banco 

Mundial abarcan una zona geografica muy vasta y atienden a una amplia 

serie de finalidades, principalmente grandee proyectos de importancia 

publica en los campos de la energla electrica, el transporte, la in

dustria y la agricultura. Puede intervenir el solo 0 patrocinar un 

convenio de consorcio ya sea para un programa de ayuda economica (como 

en el caso de la India) o para un proyecto especlfico {como en el caso 
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de Cariba). El Banco Mundial otorga de ordinario prestamos a plazo me

diane o largo. La tasa de interes fijada por el Banco se basa en el 

costo de reposicion que tendrla para el el dinero en el momento de 

otorgarse el prestamo, con un recargo de 1% anual destinado a la reser

va especial y aproximadamente 0,75fo para cubrir gastos administrativos. 

El Banco Mundial no hace distinciones entre los prestatarios en lo que 

respecta a la tasa de interes fijada. El Banco Mundial obtiene utili

dades, pero no persigue finalidades lucrativas. Aporta una contribu

cion amplia y fundamental a las inversiones internacionales, no solo 

teniendo en cuenta las cantidades de dinero movilizadas para fines 

utiles sino asimismo ayudando a promover un crecimiento sano y equi

librado de los paises en desarrollo y aplicando practicamente los me

canismos de una financiacion sana. 

En su caracter de institucion internacional publica establecida 

mediante tratado, el Banco Mundial es sujeto de derecho internacional 

y los acuerdos entre el y sus gobiernos miembros se rigen por el dere

cho internacional. Esta previsto que cualquier controversia que surja 

entre las partes de un convenio de prestamo o de garantia, se zanjara 

por arbitraje. Los convenios de prestamo y garantia del Banco Mundial 

contienen clausulas que tienen por objeto aislarlos del efecto de cual

quier derecho nacional determinado. 

Me referire ahora a la CFI. Cuando el Banco Mundial llevaba ya 

algun tiempo funcionando, se considero que sus actividades no cubrian 

todas las necesidades de la financiacion del desarrollo. Primero: el 

requisite de que todos los prestamos que no se otorgaran a gobiernos 
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miembros debian ser garantizados por el respective gobierno miembro, 

tendia a descartar prestamos a empresas privadas. Segundo: el Banco 

Mundial solo facilita capital de prestamos; no suscribe ni adquiere ac

ciones (o capital social, "capital stock" como se llama en los Estados 

Unidos) o acciones ordinarias, como las denominare en lo sucesivo. Ter

cero: el Banco Mundial solo suele financiar necesidades de divisas para 

proyectos especlficos; de ordinaria no presta para gastos locales ni fa

cilita capital para el fondo de operaciones. Cuarto: el Banco Mundial 

solo suele financiar proyectos grandes de importancia publica y solo 

indirectamente, por medio de los bancos de desarrollo, llega a peque

nos proyectos del sector privado. 

Teniendo en cuenta estos factores y tomando en consideracion la 

importancia del sector privado, se llego a la conclusion de que se ne

cesitaba una institucion destinada a estimular el crecimiento econbrni

co de las zonas en desarrollo mediante inversiones, sin garantla del 

gobierno, en empresas privadas productivas en asociacion con capital 

y administracion privados. 

En consecuencia, en 1956 se creo la CFI, con un capital autoriza

do de US~lOO millones, de los cuales se han suscrito aproximadamente 

US~97.500.000. La mision de la CFI se ha concebido como catalltica, 

es decir, debe emplear sus fondos relativamente limitados para esti

mular y complementar el uso de capital de inversiones privado (no pa

ra competir con el). 

Aunque la idea original era que la CFI pudiera invertir en ac

. ciones ordinarias, las opiniones conservadoras de ciertos sectores 

sobre la posibilidad de que las instituciones publicas hagan inver

siones en acciones ordinarias de ernpresas privadas, dieron lugar a 
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que la CFI naciera con un Convenio Constitutive que le impedla invertir 

en acciones ordinarias. Esa prohibicion quedo levantada en septiembre 

de 1961, pero es indudable que la restriccion primitiva entorpecio los 

primeros anos de operaciones de la CFI. Naturalmente, el capital pri

vado busca y necesita inversiones en acciones ordinarias. Resultaba 

paradogico que una institucion destinad.a a trabajar en asociacion con 

inversionistas privados sobre una base de capital a todo riesgo, tro

pezara con la prohibicion de invertir en acciones ordinarias. Como 

substitutive, la CFI se vio obligada a recurrir a metodos de inversio

nes consistentes en obligaciones convertibles, opciones, intereses 

contingentes y otros titulos del tipo de las acciones ordinarias, que 

a menudo resultaban complicadas y poco familiares en palses insufi

cientemente desarrollados. 

Hasta el 15 de septiembre de 1961, la CFI habia contraido compromi

ses de inversiones por un total equivalente de US~57.800.000 para proyec

tos ubicados en 18 palses. 3egun como se mire, es un resultado modesto, 

pero las cifras no son lo unico que cuenta. Consultando los informes 

anuales de la CFI y otras de sus publicaciones se puede apreciar la in

dole· y alcance de sus actividades, y se advierte el capital adicional 

que se ha puesto a trabajar en combinacion con el de la CFI. Convierie 

recordar que, en una economia en desarrollo, una inversion relativamen

te pequena de la CFI en el sector privado, puede provocar resultados 

grandes en relacion con la cantidad de dinero invertida. 

La CFI ha procurado especlalmente contribuir a patrocinar y finan~ 

ciar empresas mixtas, es declr, empresas en que los intereses locales 

y los extranjeros se ponen de acuerdo para reunir los conocimientos y 
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el capital locales con la experiencia y las tecnicas industriales extran

jeras. En su caracter de institucion internacional, la CFI es muy idonea 

para la delicada mision de proporcionar un equilibrio de financiacion y 

~ontribuir a establecer una buena inteligencia de trabajo entre hombres 

de negocios de diferentes tradiciones y puntos de vista. 

La CFI procura renovar su carters de inversiones vendiendo partici

paciones de sus inversiones, mediante ventas privadas, a inversionistas 

institucionales privados, y ha tenido un exito bastante notable en este 

aspecto. 

in cuanto a las normas de la CFI, bastara decir por el memento que, 

para que un proyecto sea considerado por la CFI, tiene q¥e reunir tres 

requisites fundamentales. Primero: debe hacer una contribucion util al 

desarrollo del sector privado de la econom1a financiando una empress de 

prioridad. Segundo: el proyecto debe tener perspectivas de ser prove

chose y estar debidamente planeado, administrado y financiado. Tercero: 

no debe poder ser financiado en condiciones razonables por fuentes pri

vadas. A condicion de que se cumplan estos tres requisites, la CFI es 

muy flexible en la seleccion de proyectos. La CFI no suele ejercer sus 

derechos de voto correspondientes a las acciones que posee, ni tampoco 

interviene en la administracion de las respectivas empresas. Sus nor

mas de inversion y sus condiciones son completamente elasticas: se 

adaptan a las necesidades de la empresa que necesita financiacion. Los 

convenios de inversiones de la CFI son analogos a los de cualquier otro 

inversionista privado y estan sujetos a las disposiciones ordinarias de 

los conflictos de leyes. 

Ahora que puede invertir en acciones ordinarias, la CFI es una ins-
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titucion excepcional que debe aportar una contribucion util a las inver

siones internacionales privadas dedicandose a una amplia esfera de acti

vidades. Especialmente importante ha de ser su mision promotora de po

ner en contacto las oportunidades de inversion con el capital nacional 

y extranjero, asi como su posibilidad de proporcionar capital social a 

bancos de desarrollo locales, facilitandoles asi una base para tomar 

prestamos, y asimismo su ~osibilidad de contribuir al desarrollo de los 

mercados de capital suscribiendo emisiones de acciones ordinarias en los 

paises en desarrollo. 

La tercera y mas reciente de las instituciones a que: me refiero es 

la AIF, fundada en 1960 para desempenar otro tipo de mision. 

Muchos palses que se hallan en la fase de desarrollo necesitan mas 

capital que el que pueden reembolsar en las condiciones habituales. 

Ademas, algunos de esos paises se aproximan ya a unos lWtes del ser

vicio de la deuda que no seria prudente rebasar. Por este motive se 

forma la AIF con el objeto de hacer prestamos a paises que no reunen 

los requisites ordinaries para obtener creditos; la nueva institucion 

les fija unas condiciones de restitucion menos onerosas que las de los 

prestamos normales. No obstante, en la administracion de sus fondos, 

la AIF presta la misma atencion que el Banco Mundial a que el pais in

teresado siga politicas economicas y financieras sanas y a que los pro

yectos se elijan y preparen debidamente para que respondan a una alta 

prioridad de desarrollo, prescindiendo de que sean directamente produc

tivos. Se cuenta con que la AIF financie una aerie de proyectos mas 

amplia de la que suele financiar el Banco Mundial. 

l 
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Los recursos de la AIF son aportados por los gobiernos miembros. 

Sus suscripciones iniciales se elevan a una suma equivalente de US~l.OOO 

millones; el lo. de septiembre de 1961 se habia suscrito el equivalente 

de US~908 millones, de los cuales habra disponibles US~756 millones en 

divisas de libre conversion a fines de 1964. El Convenio Constitutive 

exige que se lleven a cabo examenes periodicos para que la AIF tenga 

siempre recursos suficientes. 

En menos de un ano, la AIF ha otorgado creditos en seis paises por 

un total de U3~137 millones. Las condiciones en que se otorgaron estos 

creditos fueron identicas. Todos ellos fueron por )0 anos, sin interes, 

y los reembolsos comenzaran despues de un periodo de ~racia' de 10 anos. 

Se percibira un pequeflo recargo por servicio a fin de cubrir los gastos 

adrninistrativos. El Convenio Constitutive de la AIF permite una gran 

elasticidad en la fljacion de condiciones. No se considers que las fi

nanciaciones de la AIF hayan de atenerse a un rnodelo uniforme. 

La AIF lleva demasiado poco tiempo de existencia para que sus nor

mas esten totalmente establecidas. Se tiene el proposito de que sea 

flexible y no cabe duda de que lo sera. En todo caso es evidente que 

la AIF tendra probablemente una gran cantidad de operaciones. 

El grupo del Banco Mundial ha considerado siempre que sus funcio

nes en el campo del desarrollo van mucho mas alla de la mera provision 

de fondos. 

~1 Banco Mundial, y el Sr. Black (Presidente de nuestras institu

ciones) a titulo personal, han recibido en varias ocasiones pedidos de 

gobiernos miembros para que contribuyan a resolver litigios internacio

nales de importancia. Citare como ejemplos la fijacion de la compensa-
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cion que la Republica Arabe Unida tenia que pagar por la nacionalizacion 

del Canal de Suez y la mediacion entre la Ciudad de Tokio y los tenedo

res de la parte de sus bonos externos emitida en frances franceses; ade

mas el Banco Mundial desempeflo un papel destacado en la celebracion del 

Tratado de las Aguas del Indo entre India y Pakistan para la distribucion 

de las aguas de ese rio. Teniendo en cuenta su evidente necesidad, el 

Banco Mundial esta estudiando la posibilidad de promover alguna forma de 

foro especial para la conciliacion de controversias por medio del arbi

traje entre gobiernos y partes privadas. 

Otro servicio importante es el que se presta a los gobiernos miem

bros en materia de asistencia tecnica. Esta comprende desde estudios 

economicos exhaustivos, que tienen por objeto ayudar 8 los gobiernos a 

formular programas de desarrollo de largo alcance, hasta investigacio

nes regionales o asesoramiento para proyectos especificos. El nUmero 

de estudios de asistencia tecnica ha ido en aumento y el Banco ha es

tablecido recientemente un servicio de asesoramiento para el desarrollo 

con el objeto de facilitar toda una serie de servicios de alto nivel en 

el campo econOmico. En cuanto al sector privado, es de esperar que los 

servicios de los especialistas de la AIF sean cada vez mas solicitados. 

En este orden de cosas. debo mencionar tambien el Institute de De

sarrollo Economico que el Banco establecio en Washington, en 1956, con 

el apoyo financiero de las Fundaciones Ford y Rockefeller. Es una es

pecie de centro de formacion de personal para altos funcionarios de 

paises menos desarrollados. Los curses del Institute, de seis meses 

de duracion, proporcionan fundamentos y experiencia utiles a los par

ticipantes, que regresan a sus respectivos paises con una comprension 
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mas amplia del grupo del Banco Mundial y sus recursos asi como de los 
. 

problemas que tienen planteados. 

~ntre las actividades extrarreglamentarias del grupo, la mas re-

ciente, y una de las mas interesantes en algunos aspectos, es el estu

dio de una proposicion para la formacion de un plan multilateral de se-

guros para proteger las inversiones extranjeras contra diversos riesgos 

no comerciales. Seria prematuro querer anticipar ahora los resultados 

de este estudio. 

El tiempo de que dispongo no me permite abarcar todos los aspectos 

de la labor que lleva a cabo el grupo del Banco. Es un complejo muy ac-

tivo que se dedica a diversas actividades en ~1 campo de las inversiones. 

El mundo y sus necesidades cambian por momentos. Los miembros del grupo 

del Banco Mundial abrigamos la esperanza de que podremos continuar pres

tando servicios utiles y profesionalmente objetivos que se adapten a la~ 

nuevas necesidades. Como ejemplo de cooperacion internacional delibera

da, creemos que lo que estamos hacienda ayuda practicamente a todos cua~

tos participan en inversiones en patses en desarrollo; ademas, es posi-

ble que constituya un paso hacia un verdadero orden mundial. 
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Je me propose de discuter du rale, en matiere d'investissement 
dans les pays en voie de developpement, d.e la Banque Internationale 
pour la Reconstruction et le Developpement communement appelee 

. Banque Mondiale - et des organismes qui lui sont affilies, la Societe 
Financiere .Internationale (SFI) et !'Association Internationale de 
Developpement (AID) .• 

Tout d'abord un mot quant aux types d'organismes que sont ces 
institutions. Le caractere juridique de chacune d'entre eiles resulte 
des accords internationaux passes entre differents pays, dits "pays 
membres". Chacun de ces c;>rganismes est etroitement associe aux Nations 
Unies et jouit du statut drinstitution specialisee. Chaque Bays membre 
nomme un Gouverneur au Conseil des Gouverneurs de chacun de ces orga
nismes. Ces conseils se reunissent une fois par an. Ils ont delegue 
la majorite de leurs pouvoirs a des . conseils d'administration formes de 
personnalites designees ou elu-es par les pays membres. Chaque pays 
dispose d'un nombre de voix proportionnel au montant de ses apports. 

·ces organismes sont administres et diriges par des personnes originaires 
de plus de _50 pays differents; a partir du moment ou elles exercent 
leur fonction, tes personnes n'ont de devoir qu'a l'~gard de la societe 
qui les emploie. 

La Banque Mondiale fut fondee en meme temps que le Fonds Mone~ 
taire International, a la Conferencs moneta~re et financiere _des Nations 
Unies qui s'est tenue a Bretton Woods, d~ns ' le New Hampshire, €n Juillet 
1944. A cette €poq~e on se preoccupait de trouver l~s moyens propres a 
assurer la stabili te des monnaies et des taux de change - d ':ou le Fonds 
Moneta ire International - et _de p-lus de -fournir les capi taux necessaires 
a la reconstruction des economies desorganisees par la guerre. comrne au 
developpement economique ~es pays sous-develop~es d'ou la Banque 
Mondiale. . 

Il etait ~vident que la totalite des besoins en capitaux ne 
pouvait etre couverte par les seules ressources riationales ou "privJes; 
il etait indispensable d'effectuer entre les pays des transferts de 
capitaux sous des formes qui n'avaient pas ete realisees jusqu'alors. 
Le probleme essentiel - il l'est toujours d'ailleurs - consistait a 
reunir de maniere satisfaisante un ensemble de pays dont les uns se 
presentaient comrne exportateurs, et les autres comme importateurs de 
capitaux. 

La solution resida dans la creation de la Banque Mondiale, 
etablissement inter-gouverne~ental, affectant la ~orme d'~ne societe 
de droit comrnun; tout son capital appartient aux Etats membres, le 
montant de chaque apport etant fixe suivant des criteres de puissance 
economique. 
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Le montant du capital autoris~ de la Banque Mondiale; qui 
etait initialement de 10 milliards de doll~rs u.s., est maintenant, 
ala suite de !'augmentation r~alis~e en 1959, de 21 milliards de 
dollars, dont !'equivalent de 20,3 milliards environ ont ~t~ sous
crits par les pays membres. Cependant, un dixieme seulement de 
cette somme a ~t~ lib~r~ • . Le reste du capital peut etre appel~, si 
necessaire, ~ faire face aux obligations de · la- Banque. La structure 
du capital de la Banque a pour effet de permettre a cette derniere 
de disposer d'un montant substantial de fonds propres et de ressour
ces beaucoup plus importantes encore form~es par la partie non 
liberee du capital social, ressources qui donnent a la Banque une 
reputation lui permettant a son tour d'emprunter. La necessit~ 
pour la Banque Mondiale, et la possibilite qu'elle a, de faire appel 
aux marches financiers mondiaux po·ur se procurer la . plupart des fonds 
dont elle a besoin, est un des traits les plus remarquables de son 
mode de gestion. En raison de son aptitude a emprunter, la Banque 
Mondiale jouit d'une tres grande independance financiere et !'auto
discipline que lui impose .!'obligation de conserver son cr~dit, 
constitue le stimulant nature! d'une saine gestion. 

Bien que la premiere fonction de la Banque Mondiale consiste 
a accorder des prets, il convient tout d'abord de s'etendre un peu 
.sur ses operations d'emprunt. La commercialisation des titres de 
la Banque Mondiale posa au debut bien des problemes. L'institution 
etait nouvelle et mal connue; les organismes en quete de placement 
hesitaient naturellement quelque peu a participer sous une forme ou 
sous une autre a des operations de pret a l'etr~nger. Aux Etats-Unis, 
il fut necessaire d'obtenir de la part de nombreux Etats, non sans 
beaucoup de mal, une reglementation qui range les obligations de la 
Banque ~iondiale parmi les titres que les institutions financieres 
sont autoris~es a mettre en portefeuille. Une action dans le meme 
sens a, depuis lors, ete menee dans bien d'autres pays; au Royaurne
Uni, par exemple, en vertu d'une loi de 1961 (Trustee Investment Act), 
les obligations de la Banque Mondiale font desormais partie du petit 
nombre de placements que les administrateurs d~fonds d'~nvestisse
ment sont autcrises a faire. Les titres de la Banque Mondiale sont 
maintenant bien accueillis par les differents marches mondiaux. Au 
17 AoOt 1961, des emissions representant un total de plus de 3.615 
millions de dollars avaient ete placees dans divers pays et le montant 
net des engagements de la Banque repr~sentait plus de 2.275 millions 
de dollars. La plus grande partie des emprunts de la Banque Mondiale 
est libellee en dollars U.S.; toutefois, la part prise par les autres 
monnaies et par les marches financiers autres que celui des Etats-Unis 
est de plus en plus importante. Le comportement, sur les marches, 
des obligations de la Banque Mondialeest comparable a celui des . 
4missions d'Etat. 

Je souligne cet aspect des activit~s de la Banque Mondiale 
parce que les emissions de titres, en dehors du fait qu'elles per
mettent la mobilisation des capitaux necessaires a la Banque, ont 
eu pour effet de familiariser les investisseurs avec les operations 
d'investissements internationaux et d'ouvrir les marches inter
nationaux aux besoins financiers des gouvernements; des ~tablisse
ments publics, ou d'autres organismes. Dans bien des cas, la Banque 
Mondiale a effectue des operations combinees : la Banque Mondiale 
fait en sorte que !'octroi d'un pret coincide avec un appel de fonds 
fait par l'emprunteur aupres d'organismes priv~s de placements sur 
un marche etranger. Les operations de la Banque Mondiale ont ainsi 
j~ue un r8le important en preparant les marches financiers ~ accueil
lir favorablement les ~missions etrangeres. 

En plus des ventes directes de ses propres titres, la Banque 
Mondiale a cree un important march~ international des capitaux en 
vendant les obligations provenant de son propre portefe~ille et re
presentant des pr~ts dej~ accordes; ces cessi6ns de titres, presque 
toutes sans garantie de la Banque, atteignent maintenant un total de 
plus d'un milliard de dollars U.S. 

Je pailerai maintenant des operations de pr~t de la Banque 
Mondiale. Celles-ci, d'apres les Statuts de la Banque, doivent 
obligatoirement· satisfaire a certains criteres. La Banque Mondiale 
ne·, peut consentir de pret qu' a un Eta t membre ou qu--' avec la garantie 
de ce dernier; les prets ne doivent etre octroyes qu'a des fins 
productives; ils doivent normalement servir ~ financer les besoins 
en devises etrangeres exigees par un projet particulier dans le 
domaine de la reconstruction ou du developpement. La valeur de tous 
les projets qui sont finances dolt ~tre ~tudiee avec soin et des dis
positions doivent etre .prises pour s'assurer que les projets les 
plus utiles et les plus ' urgents ont re~u la priorit~. La Banque 
accorde toute !'attention qui convient aux possibilites de rembqurse
ment des prets et prend les dispositions necessaires pour s'assurer 
que les semmes pretees sont bien employees conformement a !'objet 
pour lequel le pr~t fut consent!. Un point tres important : la 
Banque Mondiale doit veiller ace que l'emprunteur s'avere effective
ment incapable, compte tenu de l'etat du marche financier, d'obtenir 
'un pret. a des conditions raisonnables autrement que par son inter
mediaire; en d'autres termes, la Banque n'entre pas en concurrence 
avec les sou~ces de financement privees; il lui· est de plus stricte
ment inte~dit d'imposer a l'emprunteur des conditions se~on lesquelles 
les semmes pretees devront etre depensees dans les territoires depen
dant d'un pays membre particulier. 
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Se trouvant ~tre la premi~re institution de son esp~ce, la 
Banque Mondiale s'est fr~yee sa propre voie en mettant au point des 
techniques de pret qui se sont revelees particulierement efficaces 
et qui ont servi de mod~le pour ~'autres institutions financieres 
nationales et inte nationales. 

Tout d'abord, la ·Banque 'Mondiale doit evaluer le credit du 
pays interesse, c'est-a-dire son aptitude a pourvoir ~ans effor~ . 
excessif au service de sa dette exterieure. Non contente de juger 
la situati6n economique et financi~re du pays ainsi que la politique 
.qu'il poursuit en ces mati~res, elle examine l'etat de sa dett& exte-
r~eure. Il est de pratique courante pour la Banque d'informer . les 
pays qui sollicitent un pret et qui n'auraient pas rempli leurs en
gagements a l'egard de l'etranger, que la Banque Mondiale ne sera 
pas a meme de les aider tant qu'ils n'auront pas pris des mesures eri 
vue de parvenir a un reglement convenable de leurs difficultes. 

La Banque Mondiale cherche ensuite a repartir les urgences 
entre l e s differents secteurs de l'economie, et s'efforce de s'a~surer 
que les projets choisis ' constitueront les elements d'un plan equilibre 
pour le developpement du pays. Le projet etant choisi, la Banque 
l'etudie avec soin, sous tous ses aspects, pour etre certaine qu'il 
est valabl e du point de vue de l'economie, de la technique et de la 
gestion, et que l'emprunteur a la possibilite de . le mener a bien. 

Une fois le pret accorde, la Banque Mondiale continue a suivre 
son utilisation par les rapports reguliers que fait l'emprunteur et 

. par les visites periodiques de ses representants. Les fonds ne sont 
debloques par la Banque Mondiale que s'il est bien preuve qu'ils sont 
utili ses conformement a !'accord de pret. 

Je ne vous fatiguerai pas avec des statistiques. Taus · les 
detail s sur les .operations de la Banque se trouvent dans ses rapports 
annuels et dans d'~utres publications qui peuvent etre obtenues sur 
simple demande; celles-ci contiennent une foule d ~ renseignements que 
j e rec.ommande a ceux qui s' interessent aux problemes des investisse
ments internationaux. 

Il suffit de dire qu'au 17 Aout 1961 la Banque Mondiale avait 
accorde 298 prets dont le montant total etait VOisin de !'equivalent 
de 6 milliards de dollar~. Les semmes fournies aux premiers emprun
teurs furent pour la piupart libellees en dollars U.S.; par la suite, 
d'autres devises furent de plus en plus employees. A l'heure actuelle, 
plus de 50% des versements sont effectues en monnaies autres que le 

dollar. Les prets de la Banque Mondiale . ont ete largement repartis 
geographiquement et recouvrent une large gaffime d'activites, principa
lement des grands projets d'interet public dans les domaines de . 
l'energie electrique, des transports, de l'industrie et de !'agricul-
ture. La Banque peut agir seule ou bien organiser un consortium, que 
ce soit pour un programme economique · d'ensemble (comme dans le cas de 
l'Inde), ou pour un projet particulier (comme dans le cas de Kariba). 
La Banque Mondiale accorde en generale des prets a moyen et a long 
terme, le taux d'interet est calcule sur la base du prix qu'il en 
coute a la Banque pour retrouver d~ !'argent a l'epoque o~ le pret est 
c nsenti. A ce prix s'ajoutent un premier pourcentage de 1% par an . 
qui est affecte a une Reserve Speciale, et un second d:environ ~,2~% 
pour couvrir · les frais administratifs. La Banque Mond1ale ne dlfferen
cie pas, suivant les emprunteurs, le taux d'interet qu'~lle fait payer. 
La Banque Mondiale est une entreprise prosp~re mais son objet n'est 
pas de faire des benefices. Elle apporte une large et fondamentale 
contribution a la solution des probl~mes que posent les investissements 
internationaux, contribution qui ne se mesure pas seulement au montant 
des fonds mobilises et utilement mis en oeuvre, mais encore a l'aide 
apportee en vue de promouvoir une expansion Saine et equilibree des 
pays ~n voie de developpement, et enfin a la mise en oeuvre de mecanis
mes et de techniques financieres saines. 

En· tant qu'institution publique internationale, fondee par un 
'Traite, la Banque Mondiale est un sujet de droit international, et les 
accords qu'elle passe avec les pays membres sont regis par le droit 
intornation~l. I! est prevu que toute difficulte qui pou~rait surgir 
entre les parties signataires d'un accord de pret ou d~ garantie, est 

. reglee par arbitrage. Les accords que passe la Banque Mondiale, en 
matiere de pret ou de garantie, comportent.des dispositions qui ont 
pour but de les soustraire a 1 'application 'des legislations nat_ionales 
particulH~res. 

Permettez-moi maintenant de parler de la SFI. Apres uncertain 
temps de fonctionnement, on s'apert;ut que la Banque Mondiale ne repondai1 
pas a tous les besoins d'ordre financier qu'implique le developpement 
economique. Tout d'abord la r~gle selon laquelle tous les prets, autre~ 
que ceux faits aux Etats .membres, devaient etre garantis par l'Etat 
membre interesse, tendait a rendre difficile tout pret a des entrepri~es 
privees. En second lieu, la Banque Mondiale ne fournit des capitaux 
que sous forme de pr~t; elle ne prend pas .de participations, elle 
n' achete pas .d' actions, en un mot elle ne contribue pas a la formation . 
du capital social de l'entreprise. En troisieme lieu, la Banque Mondiale 
normalement, ne finance que · les depenses en devises qu'exige ch.aque 
projet; elle oe prend pas d'ordinaire en consideration les depenses 
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locales et ne finance pas les fonds de roulement. En dernier lieu, 
la Banque Mondiale finance habituellement de grands projets d'interet 
public et n'atteint les projets de faible importance du secteur prive 
qu'indirectement par l'intermediaire des banques de develo~pement. 

A la l·.Jmiere de ces evenements et compte tenu de 1' importance 
du secteur prive, on considera qu'il etait necessaire de dispos~r 
d'une institution dont !'objet consisterait a stimuler !'effort eco
nomique dans les pays en voie de developpement, en investissant~ sans 
garantie dQS gouvernement, dans les entreprises- privees rentables, en 
association avec des capitaux et une gestion de catacfere prive. 

C'est ainsi que la SFI fut fondee en 1956, avec un capital 
autorise de 100 millions de dollars dont 97,5 millions sont liberes. 
Le role de la SFI est en quelque sorte celui d'un catalyseur; c'est-a
dire qu'elle doit utiliser ses fonds, qui · sent relativement limites, 
pour stimuler et completer (mais non concurrence!-) les financernents de 
car a. ctere prive. 

Bien que dans sa conception initiale la SFI dOt etre capable 
d'investir dans le capital social, les idees conservatrices so~tenues 
par certains et concernant la possibilite pour les etablissements publics 
de prendre des participations dans des entreprises privees, conduisirent 
a . donner a la SFI, a sa naissance, un statut qui l'empechait de faire 
des pl acements sous forme d'actions. Cette interdiction fut . levee en 
Septembre 1961, mais cette limitation, introduite a l~origine, gena sans 
aucun doute les activites de la SFI dans les premieres annees de son 
existence. Les capitaux prives ant besoin de s'investir dans le capi
tal social _et tout naturellement recherchent de tels investisse1nents. 
Il etait paradoxa! qu'une institution destinee a travailler en associa
tion ave-c des investisseurs prives sur la base du risque capitaliste, 
fQt emp@chee de prendre des participations. Pour s~ppleer a cet etat 
de fait, la SFI fut obligee d'imaginer des types de placement impliquant 
des obligations convertibles, des options, des prets a interet variable, 
ou d'autres especes de participations qui apparaissaient souvent compli
quees aux pays sous-developpes et qui leur etaient mal connues. 

Au 15 Septembre 1961, la SFI s'etait engagee dans 45 operations · 
pour un total equivalant a 57,8 millions de dollars, concer~ant des 
projets repartis dans dix-huit pays. Dans un certain sens, c'est un 
resultat modeste, mais ce bilan ne peut etre juge seulement d'apres des 
chiffres. Les rappor~s annuels de la SFI ainsi que d'autres publica
tions, montrent la nature et l'etendue de se~ attivites; ils donnent 
une indication sur le montant des capitaux qui ont ete mis en oeuvre 
avec ceux de la SFI. Il est bon de rappeler qu~ dans une economie qui 
se d~veloppe un placement d'importance relativement faible, fait par 
la SFI dans 19 secteur prive, peut. amener des resultats importants au 
reg ord des sommes en jeu. 

La SFI recherche particulierement par son aide, a cautionner 
et a financer des entreprises mixtes, c'est-a-dire des entreprises 
dans lesquelles des interets locaux et etrangers s'unissent pour ras
sembler les connaissances et les capitaux locaux d'une part, !'expe
rience industrielle et les techniques etrangeres d'autre part. La 
SFI, en tant qu'institution internationale, est bien adaptee aux 
t~ches delicates qui consistent a f?urnir un complement de finance
ment com~e a contribuer a etablir un climat de bonne intelligence 
entre hommes d'affaires de tradition et d'orientation dit'ferentes. 

/ La SFI cherche a renouveler son portefeuille par la cession 
de ses participations 3 des organismes financiers de caractere prive; 
elle a obtenu dans ce doma~ne d'interessants succes. 

Quant aux regles que s'est fixee la SFI, il suffit pour !'ins
tant de dire qu'un projet, pour etre pris en consideration, doit 
satisfaire a trois conditions fondamentales. Premierement, il doit 
utilement contribuer au developpement du secteur prive de l'economie, 
en finan~ant une entreprise prioritaire. En second lieu, ce dolt 
etre un projet rentable, convenablement con~u, dirige et finance: En 
troisieme lieu, il tie doit pas etre possible, a partir des sources de 
financement prive, d'assurer le financement du projet dans des condi
tions raisonnables. Une fois ces trois condition~ satisfaites, la 
SFI a une grande latitude dans le choix des projets. Normalement, la 
SFI n'exerce pas un droit de vote en rapport avec le nombre des actions 
qu'elle detient, pas plus qu'elle n'assume de responsabilite dans la 
gestion. Ses types de placement, com.'Tle le·urs modali tes, sont extreme
ment variables. : Ils sent con~us en fonction des besoins de !'entre
prise a financer. Les contrats de la SF! sont semblables a ceux de 
n'importe que! autre organisme financier et leurs dispositions relevent 
des regles de droit commun. 

Maintenant qu'elle est autorisee a prendre des participations, 
la SFI est une institution unique en son genre et devrait apporter une 
utile contribution a la solution des problemes poses par les investisse
ments prives internationaux, en s'engageant dans une grand~ variete 
d'activites. Particulierement important devrait etre le role stimulant 
de la SF! lui permettant d.e rapprocher les proj ets en quete de finance
ment et les capitaux etrangers et locaux, de fournir des caoitaux aux 
banques de developpement et ainsi de leur permettre d'empru~ter, · et~ 
enfin, de participer au developpement des marches financiers en souscri
vant aux emissions d'actions dans les pays en voie de developpement. 

La troisieme et la plus recente des institutions dont j'ai a 
vous parler est l'AID qui 2 ete fondee en 1960 pour jouer un role 
different. 
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Beaucoup de pays en voie de developpement ont des besoins ~n 
capitaux qui, s'ils leur etaient -consentis dans les conditions ordi
nai res. exc~deraient leur capacite de remboursement. De plus, certains 
pays en voie de developpement atteignent le plafond des charges qu'ils 
peuvent raisonnablement supporter. C'est ainsi que l'AID fut creee 
en vue d'accorder aux pays dont le credit ne satisfait pas aux normes 
generalement exigees, des pr~ts dont l'echeancier leur impose une charge 
moindre que celle d'un pr~t ordinaire. Cependant, dans la gestion de 
ses fonds, l'AID attachera la ·mame importance que la Banque Mondiale 
a · la valeur de la politique economique et financiere du pays interesse, 
ainsi qu'au choix des projets, a la maniere dont ils sont etudies et a 
leur caractere d'urgence ~ans le cadre du developpement, que ces pro
jets scient ou non directement productifs. Il est a prevoir que l'AID 
financera une plus large gamme de projets que ne le fait couramment la 
Banque Mondiale. 

Les ressources de l'AID sont fournies par les Etats membres. 
· Le capital initial representait un montant equivaient .a un milliard de 
dollars; _ au 1er Septembre 1961, !'equivalent de 908 millions de dollars 
avait ete souscrit dont 756 millions seront disponibles en devises 
convertibles des la fin de 1964. · Les. Statuts de 1 •.AID exigent que 
cette institution fasse le point de ses ressources a des intervalles 

. determines. 

En moins d'un an, !'AID a prete un total de 137 millions de 
dollars a six pays differents. Les conditions de ces prets etaient 
identiques. Ils E?taient consentis pour une duree de cinquante ans et 
ne portaient pas d'interet; ils beneficiaient d'un differe d'amortisse~ 
ment de dix ans. Ils etaient greves de certains frais de faible impor
tance correspondant aux depenses ·administratives de l'AID. Les Statuts 
de l'AID lui lais sent une grande liberte dans l'etablissement des moda
lites des prets et il n'y a pas a proprement parler un type de finance
ment uniforme pour l'AID. 

L'AI) est une institution trap recente. p6ur que ses regles 
d'action soient deja fixees. Elles devront etre souples et sans doute 
e ll es le seront. Une chose est certaine : l'AID aura vraisemblable~ent 
bcaucoup de travail. 

Le groupe de la Banque Mo ndiale a toujours considere que ses 
responsabilites, dans le cadre du developpement economique, s'etendaient 
au dela du seul domaine financier. 

La Banque Mondiale et le President de nos Institutions, M. Black, 
a titre personnel, . ont ete sollicites a differentes reprises, par les 

-

gouvernements des Pays membres, afin d'aider au reglement d'importantes 
difficultes internationales. Je mentionnerai, par exemple, le regle
ment de l'indemnite a payer par .la Republique Arabe Unie ala suite 
de la nationalisation du Canal de Suez; !'arbitrage rendu entre la 
ville de Tokyo et les detenteur s de la tranche libell ee en francs 
frangais de sa dette exterieure; la Banque ~ondiale a encore joue un 
role determinant dans la conclusion .du Traite relatif au partage des 
eaux de l' .Indus entre l'Inde et le Pakistan. Compte tenu des besoins 
qui se sont fa i t sentir, la Banque Mondiale envisage la creation d' une 
sorte d'assemblee qui permettrai t de r egler par arbitrage les diffe
ren - qui surgi s sent entre l es gouvernements et les personnes de droit 
prive. 

Une autre aide importante est apportee aux Pays membres sous 
la forme d'une assistance technique. Ce l le-ci va depuis les etudes 
economiques d'ensemble, qui ont pour objet d'aider les gouvernements 
a e laborer les programmes de developpement a long terme, jusqu'aux 
enquetes regionales, ou meme a des conseils sur des projets particuliers. 
Les etudes dans le doma i ne de !'assistance technique se sont multipliees 
et la Banque a recemment fond~ un Service Consultatif de Developpement' 
qui a pour objet de fournir, dans le domaine economique, une grande 
variete d~ services de tres haute qualite. Quant au secteur prive, on 
peut prevoir qu~ les services specialises de la SFI seront de plus en 
plus demandes. 

Dans ce contexte; je mentionnerai encore l'Institut de Developpe
ment Economique que _la Banque a fonde a Washington en 1956 avec l'aide 
financiere des Fondations Ford et Rockefeller. C'est une sorte d'ecole 
superieure pour les hauts fonctionn aires des pays sous-developpes. 
L'enseignement dure six mois; il donne d'utiles connaissances theoriques 
et pratiques aux auditeurs qui retourneront dans leurs pays respectifs 
avec une meilleure comprehension de ce qu'est le Groupe de la Banque 
Mondiale, de ses ressources comme .des problemes qu'ils auront a traiter. 

Des nombreuses activites annexes du Groupe, la derniere en date 
et, pa r certains cotes, une des plus interessantes, consiste dans l'etude 
d'un plan d'assurance multilaterale permettant de garantir les investisse
mentsetrangers contre les differents risqu~ s non co~merciaux. Il est 
trap tot maintenant pour se prononcer sur les resultats de cette etude. 

Je ne peux pas, dans le temps dont je dispose, exposer tous les 
aspects des activites du groupe de la Banque Mondiale. C'~st un ensem
ble tres actif qui s'est engage dans une grande variete d'operations 
dans le domaine des investissements. Le monde et ses besoins changent 
a chaque instant; nous esperons, au groupe de la BAnque Mondiale, que 
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nous pourrons continuer a fournir d'utiles et de loyaux services, 
bien adaptes a ces besoins sans cesse en evolution. Nous pensons, 
parce· que nous sommes .un exemple de cooperation internationale, que 
ce que nous faisons apporte une aide reelle a tous ceux qui s'occu-. 
pent d'investissements dans les pays en voie de developpement. 
C'est aussi peut-itre un pas realise dans la direction d'un veritable 
ordre mondial. 
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My purpose is to discuss the role, in relation to 
investment in the developing countries, of the International 
Bank for Reconstruction and Development - popularly known as 
the World Bank - and its affiliates, the International 
Finance Corporation (IFC) and the International Development 
Association (IDA). 

First a word as to the kind of organizations these are. 
Each is a juridical personality created by international 
treaty ("Articles of Agreement") among its member countries. 
Each is associated with the United Nations, having the status 
of a Specialized Agency. Each member country nominates a 
governor to each institution's Board of Governors, which 
meets once a year and has delegated most of its powers to 
the Board of Directors who are appointed or elected by the 
member countries. Voting power is proportionate to sub
scriptions. The institutions are managed and staffed by 
persons from over 50 different countries; in discharge of 
their offices they owe their duty entirely to the insti
tution by which they are employed. 

The World Bank was founded, together with the Inter
national Monetary Fund, at the United Nations Monetary and 
Financial Conference held at Bretton Woods, New Hampshire, 
in July 1944. At that time, there was concern to provide 
for the stability of currencies and of international 
monetary exchange - hence the International Monetary 
Fund - and also to provide investment capital for the 
reconstruction of economies disrupted by war and for the 
economic development of undeveloped areas - hence the 
World Bank. 

It was plain that the entire need for investment 
capital could not be met from national or private resources; 
it was essential to move capital across national boundaries 
in a manner not previously possible. The essent~al problem 
was (as, indeed, it still is) to combine on a satisfactory 
basis a workable international group of capital exporting 
and importing countries. 
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The solution was found by establishing the World Bank 
as an inter-governmental institution, corporate in form, 
all of whose capital is owned by its member governments, 
the amount of each subscription being fixed by reference 
to economic strength. 

* * * * * * * * * * 
The World Bank's authorized capital, which was 

originally US $10 thousand million, is now, as a result 
of an increase in 1959, US $21 thousand million, of which 
the equivalent of approximately US $20.3 thousand million 
has been subscribed by its members. However, only about 
1/lOth of this amount is paid in; the rest remains subject 
to call by the World Bank only if required to meet its 
obligations. The effect of this capital structure is to 
provide the World Bank with a substantial amount of paid
in capital and with much greater resources consisting of 
the uncalled portion of the capital subscriptions which 
provides to the World Bank a basis for credit upon which 
it can itself borrow. The necessity and ability of the 
World Bank to rely upon the capital markets of the world 
for most of its funds is an outstanding feature of its 
operations. By reason of its ability to borrow, t~e 
world Bank enjoys a considerable measure of financ~al 
independence and the self-discipline n~cessary to maintain 
the World Bank's own credit provides a direct incentive 
to integrity of operation. 

Although the World Bank's pr~ary function is to 
lend, it is appropriate first to say a little more about 
its borrowing operations. In its early years there were 
many problems in marketing the World Bank securities. 
The institution was new and unfamiliar to most and there 
was a certain natural hesitation on the part of investors 
in participating in any form of foreign lending. In the 
United states of America it was necessary, with considerable 
effort, to obtain legislation in most States in order to 
qualify World Bank bonds for legal invesbment by insti
tutions. such action has since been followed in many 
places elsewhere; for example, the Trustee Investments 
Act, 1961 of the United Kingdom includes World Bank 
obligations issued in the United Kingdom among the 
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narrower range of investments permitted to trustees. 
Now the World Bank's securities are well-seasoned in 
the markets of the world. As of August 17, 1961, issues 
aggregating over $3,615 million, or the equivalent, had 
been sold in many different countries and the net amount 
outstanding was equivalent to over $2,276 million. The 
greater part of the World Bank's borrowings have been 
U.S. dollars but other currencies and markets other than 
the United States are increasingly important. The market 
action of the World Bank's bonds generally compares with 
government issues. 

I emphasize this aspect of the World Bank's activities 
because, besides mobilizing capital for its operations, 
these issues have had an important effect in familiarizing 
investors with international investments and in opening 
international markets for the raising of money by govern
ments, governmental agencies and others. In maay cases, 
the World Bank has entered into joint operations whereby 
a World Bank loan is made to coincide with the raising of 
funds from private investors in a foreign market. World 
Bank operations have thus been an important factor in 
establishing market accept~nce of foreign issues. 

In addition to direct sales of its own securities 
the World Bank has established an important and increasing 
international invesbment market through sales out of its 
own portfolio of obligations which it has received from 
its borrowers; such sales now total more than US $1,000 
million, almost all without the World Bank's guarantee. 

* * * * * * * * * * 
I now turn to the lending operations of the World 

Bank. Under its Articles there are certain criteri~ 
which are necessarily applicable. The World Bank may 
only lend to or with the guarantee of a member government; 
the loan must be for productive purposes and normally to 
finance the foreign exchange requirements of a specific 
project of reconstruction or development; the merits of 
all projects financed must be carefully studied and ar
rangements made to ensure that the most useful and urgent 
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projects receive priority; due regard must be paid to the 
prospects that the loan will be repaid and arrangements 
made to ensure that the proceeds of each lo~n are used 
only for the purposes for which the loan was granted. 
Most important, the World Bank must be satisfied that, 
in the prevailing market, the borrower would be unable 
otherwise to obtain the loan under reasonable conditions, 
that is to say, the World Bank does not compete with 
private capital; also, it is specifically precluded from 
imposing any conditions that the proceeds of the loan 
shall be spent in the territories of any particular member. 

As the first institution of its kind, the World Bank 
has blazed its own trail in developing lending techniques 
which have proved extremely effective and which have served 
as a pattern for other national and international financing 
institutions. 

In the first place, the World Bank must make a 
judgment of the creditworthin~ss of the country concerned, 
i.e., its ability to service foreign debt without undue 
strain. In addition to appraising a country's economic 
and financial position and policies, the World Bank has 
regard to its external debt record. It is the normal 
practice for the World Bank to inform loan applicants 
who are in default on publicly held external obligations 
that the World Bank is unable to assist until they have 
taken steps towards a fair settlement. 

The World Bank then seeks to assess priorities in 
the different sectors of the economy and endeavors to 
ensure that any project selected will be part of a balanced 
plan for the development of the country as a whole. Having 
selected a project, the World Bank examines it carefully in 
all its aspects to be sure that it is sound from economic , 
technical and organizational v i ewpoints and that the borrower 
can carry it out successfully. 

After a loan has been made, the World Bank continues 
to follow its progress by regular reports from the borrower 
and periodic visits by World Bank representatives. Monies 
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are disbursed by the World Bank only against evidence 
that they are being used in accordance with the loan 
agreement. 

I shall not weary you with statistics. Full details 
of the World Bank's operations are to be found in its 
Annual Reports and in other publications which are freely 
available upon request and contain a wealth of information 
which I commend to those interested in international 
investment. 

Sufficient to say that as at August 17, 1961 the 
World Bank had made 298 loans aggregating the equivalent 
of nearly $6,000 million. U.S. dollars were used for 
most of the earlier disbursements but other currencies 
have been increasingly used. At present, over 50% of 
disbursements are in non-dollar currencies. The World 
Bank's loans have been widely spread geographically and 
cover a large range of purposes, mainly large projects 
of public importance in the fiel~ of electric power, 
transportation, industry and agriculture. It may act 
alone, or it may sponsor a consortium arrangement whether 
for a program of economic aid (as in the case of India) or 
for a particular project (as in the case of Kariba). The 
World Bank usually makes medium or long-term loans. The 
rate of interest charged by the Bank is based upon the 
replacement cost to it of money at the time·the loan is 
made, plus 1% per annum which is allocated to a special 
reserve and about 1/4 of 1% to meet administrative costs. 
The World Bank does not distinguish between borrowers in 
regard to the rate of interest charged. The World Bank 
is a profitable operation but the making of profits is 
not its purpose. It makes a broad and basic contribution 
to _international investment, not only in terms of the 
quantities of money mobilized and put to useful work but 
also in helping to promote the sound and balanced growth 
of the developing countries and in putting in practical 
effect the mechanisms and techniques of sound financing. 

As a public international institution established 
by treaty the World Bank is a subject of international 
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law and the agreements between it and its member govern
ments are governed by international law. Provision is 
made for the settlement by arbitration of any controversy 
between the parties to a loan agreement or a guarantee 
agreement. World Bank loan and guarantee agreements 
contain provisions which are designed to insulate them 
from the effect of any particular domestic law. 

* * * * * * * * * * 
Let me now refer to IFC. After the World Bank had 

been in operation for a time, it was considered that its 
activities did not cover all the needs of development 
financing. First, the requirement that all loans other 
than to member governments must be guaranteed by the 
member government concerned tended to inhibit loans to 
private enterprises. Second, the World Bank provides 
only loan capital; it does not subscribe or purchase 
shares (or capital stock as it is called in USA) or 
equity, as I will call it here. Third, the World Bank 
normally only finances the foreign exchange requirements 
for specific projects; it does not ordinarily cover·local 
expenditures or provide working capital. Fourth, the 
World Bank usually finances large projects of public 
importance and reaches small projects in the private 
sector only indirectly through the medium of development 
banks. 

In the light of these factors, and having regard to 
the importance of the private sector, it was considered 
that there should be an institution which would be designed 
to stimulate economic growth in the developing areas by 
investing, without government guarantee, in productive 
private enterprises in association with private capital 
and management. 

Accordingly, IFC was established in 1956 with an 
authorized capital of US $100 million, of which about 
US $97.5 million has been paid in. IFC's role is conceived 
as being catalytic; that is to say that it should use its 
relatively limited funds to stimulate and supplement (and 
not compete with) the employment of private investment 
capital. 
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Although the original concept was that IFC should be 
able to invest in equity, the conservative views held in 
certain quarters as to public institutions making equity 
investments in private enterprises led to IFC coming into 
being with Articles of Agreement that precluded its 
investing in equity. This prohibition was removed in 
September 1961 but the original restriction undoubtedly 
hampered IFC's initial years of operation. Private 
capital naturally seeks and has need for equity in
vestments. It was paradoxical that an institution 
designed to work in association with private investors 
on a venture capital basis should have been precluded 
from itself investing in equity. As a substitute, IFC 
was compelled to devise patterns of investment involving 
convertible debentures, options, contingent interest and 
other equity-type features which often appeared complicated 
and unfamiliar in undeveloped countries. 

As of September 15, 1961, IFC had made 45 investment 
commitments totalling US $57.8 million equivalent for 
projects located in 18 countries. By some standards this 
is a modest achievement, but performance is not to be 
judged in terms of numbers alone. Reference to IFC's 
annual reports and other publications will show the 
nature and scope of its activ.ities, and an indication 
of the additional capital that has been put to work in 
conjunction with that of IFC. It is well to remember 
that, in a developing economy, a relatively small 
investment by IFC in the private sector may induce 
results which are great in relation to the amount of 
money involved. 

IFC has especially sought to assist in sponsoring 
and financing joint venture, i.e. enterprises in which 
local and foreign interests combine to bring together 
local knowledge and capital with foreign industrial 
experience and techniques. As an international insti
tution, IFC is well suited to the delicate task of 
providing a balance of finance, and assisting to 
establish a good working understanding between business
men of different traditions and viewpoints. 
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IFC seeks to revolve its portfolio of investments by 
selling participations in its investments by private sale 
to private institutional investors, and has achieved a 
fair measure of success in this respect. 

As to IFC's policies, sufficient now to say that, 
for IFC consideration, a project must meet three basic 
tests. First, it must make a useful contribution to the 
development of the private sector of the economy by 
financing a priority undertaking. Second, it must be a 
profitable project, properly engineered, managed and 
financed. Third, it must be unable to secure the finance 
required on reasonable terms from private sources. Once 
these three tests are satisfied IFC is quite flexible in 
selecting projects. IFC does not ordinarily exercise 
voting rights in respect of shares that it holds, nor 
does it assume responsibility for management. Its 
investment patterns and its terms are entirely flexible; 
they are geared to the needs of the enterprise being 
financed. IFC's investment agreements are similar to 
those of any other private investor and its investme~t 
arrangements are subject to the ordinary rules of 
conflicts of laws. 

Now that it can invest in equity, IFC is a unique 
institution which should make a useful contribution to 
private international investment through engaging in a 
wide range of activities. Especially important should 
be its promotional role in bringing toge~her investment 
opportunities and domestic and foreign capital, its 
ability to provide equity for, and hence a basis for 
borrowing by, local development banks, and its ability 
to assist the development of capital markets through 
engaging in the underwriting of equity issues in the 
developing countries. 

* * * * * * * * * * 

The third and newest of the institutions of which 
I speak is IDA, which came into being in 1960 to play 
yet a different role. 
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Many developing countries need more capital than they 
can afford to repay on conventional terms. Also, some 
developing countries are nearing the limits of prudent 
debt service. Hence, IDA was formed with the purpose of 
making loans to countries, which could not meet ordinary 
standards of creditworthiness, on terms of repayment which 
would cause less strain upon them than normal loans. However, 
in administering its funds, IDA will pay the same attention as 
the World Bank to sound economic and financial policies of the 
country concerned and to the careful selection and preparation 
of projects which must be of high developmental priority 
whether or not they are directly productive. It is expected 

> that IDA will finance a wider range of projects than those 
usually financed by the World Bank. 

IDA's resources are provided by member governments. 
Its initial subscriptions amount to the equivalent of 
US $1 thousand million and, as of September 1, 1961, the 
equivalent of US $908 million had been subscribed, of 
which amount US $756 million will be available in freely 
convertible currenc.ies by the end of 1964. The Articles 
of Agreement require IDA to keep the adequacy of its 
resources under regular review. 

In less than a year IDA has extended credits totalling 
US $137 million in six countries. These credits were on 
identical terms. Each was for 50 years without interest; 
repayment to begin after a 10-year period of grace. A 
small service charge has been made to meet administrative 
costs. IDA's Articles of Agreement allow considerable 
flexibility in setting terms and it is not considered 
that there is any uniform pattern for IDA financing. 

IDA is too young for all its policies yet to be 
settled. It is intended to be flexible and no doubt 
it will be so. One thing is clear and that is that IDA 
is likely to have a very great deal of business. 

* * * * * * * * * * 
The World Bank group has always considered that its 

responsibilities in the development field extend beyond 
the provision of money alone. · 
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The World Bank, and Mr. Black (the President of our 
institutions) in his personal capacity, have on several 
occasions been approached by member governments to assist 
in the settlement of important international issues. For 
example, I would mention the settlement of the compensation 
to be paid by the United Arab Republic for the nationalization 
of the Suez Canal, the mediation between the City of Tokyo 
and the holders of the French franc tranche of its external 
bonds; also, the World Bank played a leading role in the 
settlement of the Indus Water Treaty between India and 
Pakistan for the sharing of the Indus waters. In view of 
the apparent need, the World Bank is considering the possi
bility of promoting some sort of special forum for the 
conciliation of disputes by arbitration between govern-
ments and private parties. 

Another important service is that which is rendered 
to member governments in the way of technical assistance. 
This extends from full-scale economic surveys, which are 
designed to assist governments in formulating long-range 
development programs, to regional investigations or advice 
on particular projects. Surveys in the technical assistance 
field have greatly increased and the Bank has recently 
established a development advisory service which is 
designed to provide a full range of top level services 
in the economic field. For the private sector, it may 
be expected that the speciali•t services of IFC will be 
in increasing demand. 

Also, in this context, I should mention the Economic 
Development Institute which the Bank established in 
Washington in 1956 with the financial support of the 
Ford and Rockefeller Foundations. This is a kind of 
staff college for senior officials of the less developed 
countries. Courses at the Institute, which last six 
months, provide a useful background and experience for 
participants who will return to their own countries with 
a wider understanding of the World Bank group and its 
resources as well as of the problems with which they 
must deal. 
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Of the group's many extra-curricular activities the 
latest and, in some ways one of the most interesting, is 
the study of a proposal for the formation of a multilateral 
insurance scheme for the insurance of foreign investments 
against various non-commercial risks. It is too early now 
to say what the results of this study might be. 

* * * * * * * * * * 
In the time at disposal, I cannot expect to cover 

all aspects of the work done by the World Bank group. It 
is a very active complex engaging in a diversity of activities 

> in the investment field. The world and its needs are changing 
all the time. We in the World Bank group hope that we can 
continue to provide useful and professionally objective 
services adjusted to these changing needs. As an example 
of purposeful international cooperation we think that what 
we are doing is of practical assistance to all engaged in 
investment in the developing countries; also, perhap~, it 
is a step in the direction of .a real world order. 
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THE ROLE OF THE 1,,JORLD BAl'JK A}ID ITS 
AFFILIATES 

MY purpose is to discuss the role, in relation to investment in 

the developing countries, of the International Bank for Reconstruction 

and Development - popularly known as the World Bank - and its affiliates~ 

the International Finance Corporation (IFC) and the International Develop~ 

ment Association (IDA). 

First a word as to the kind of organizations that these are. Each 

is a juridical personality created by international treaty ("Articles 

of Agreement") among its member countries. Each is associated with the 

United Nations, having the status of a Specialized Agency. Each member 

country nominates governor to each institution's Board of Governors, 

which meets once a year and has delegated most of its powers to the 

Board of Directors who are appointed or elected by the member countries. 

Voting power is proportionate to subscriptions. The institutions are 

managed and staffed by persons from over 50 different countries; in 

discharge of their offiGes they owe their duty entirely to the institution 

by which they are employed. 

The World Bank was founded, together with the International Monetary 

Fund at the United Nations Monetary and Financial Conference held at Bret-

ton Woods, New Hampshire, in July 1944. At that time, there lias concern 

to provide for the stability of currencies and of international monetary 

exchange - hence the International Monetary Fund - and also to provide 

investment capital for the reconstruction of economies disrupted by war 

and for the economic development of undeveloped areas - hence the World 

Bank. 
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It was plain tha~ the entire need for investment capital could 

not be met from national or private resources; it was essential to 

move capital across national boundaries in a manner not previously 

possible. The essential problemwas (as, indeed, it still is) to 

combine on a satisfactory basis a workable international group of 

capital exporting and importing countries. 

The solution was found by establishing the World Bank as an 

inter-goverr~ental institution, corporate in form, all of whose 

capital is owned by its member governments, t he amount of each 

subscription being fixed by reference to economic strength. 

The World Bank's authorized capital, which Has originally 

US $10 thousand million, is now, as a result of an increase in 1959, 

US $21 thousand million, of which the equivalent of approximately 

US ~20.3 thousand million has been subscribed by its members. However, 

only about 1/lOth of this amount is paid in; the rest remains subject 

to call by the World Bank only if required to meet its obligations. 

The effect of this capital structure is to provide the World Bank with 

a substantial amount of paid-in capital and with much greater resources 

consisting of the uncalled portion of the capital subscriptions which 

provides to the World Bank a basis for credit upon which it can itself 

borrow. The necessity and ability of the World Bank to rely upon the 

capital markets of the world for most of its funds is an outstanding 

feature of its operations. By reason of its ability to borrow, the 

World Bank enjoys a considerable measure of financial independence and 

the self-discipline necessary to maintain the lJorld Bank's o~Jn credit 

provides a direct incentive to integrity of operation. 
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Although the World Bank's primary function is to lend, it is 

appropriate first to say a little more about its borrowing operations. 

In its early years there were many problems in marketing the World 

Bank's securities. The institution was new and unfamiliar to most 

and there was a certain natural hesitation on the part of investors 

in participating in any form of foreign lending. In the United States 

of America it was necessary, with considerable effort, to obtain legis

lation in most States in order to qualify 'VIJorld Bank bonds for legal 

investment by institutions. Such action has since been followed in 

many places elsewhere; for example, the Trustee Investments Act, 1961 

of the United Kingdom includes World Bank obligations issued in the 

United Kingdom amo11g the narrower range of investments permitted to 

trustees. Now the 1r.Torld Bank's securities are well-seasoned in the 

markets of the world. As of August 17, 1961, issues aggregating 

over $3,615 million, or the equivalent, had been sold in many different 

countries and the net amount outstanding was equivalent to over 

Sp2,276 million. The greater part of the 1f\forld Bank's borrowings have 

been U.S. dollars but other currencies and markets other than the 

United States are increasingly important. The market actions of the Horld 

Bank's bonds generally compares with government issues. 

I emphasize this aspect of t he World Bank's activities because, 

besides mobilizing capital for its operations, these issues have had 

an important effect in familiarizing investors with international in

vestments and in opening international marke~s for the raising of money 

by governments, gover~mental agencies and others. In many cases, the 
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1r!orld Bank has entered into joint operations vJhereby a 1rJorld Bank loan 

is made to coincide with the raising of funds from private investors 

in a foreign market. World Bank operations have thus been an important 

factor in establishing market acceptance of foreign issues. 

In addition to direct sales of its own securities the vJorld 

Bank has established an important and increasing international in

vest ment market t hrough sales out of its own portfolio of obligations 

1-;rhich it has received from its borro1"7ers; such sales now total more 

than US 4t>l,OOO million, almost all without the \·Torld .Bank's guarantee. 

I now t urn to the lending operations of t he World Bank. Under its 

Articles there are certain criteria which are necessarily applicable. 

The World Bank may only lend to or with the guarantee of a member 

government; the loan must be for productive purposes and normally 

to finance the foreign exchange require1nents of a specific project 

of reconstruction or development; t he merits of all projects financed 

must be carefully studied and arrangements made to ensure that the 

most useful and urgent projects receive priority; due regard must be 

paid to the prospects that the loan will be repaid and arrangements 

made to ensure that the proceeds of each loan are used only for the 

purposes for vJhich the loan was granted. :rvlost important, t he \il!orld 

Bank must be satisfied that, in t he prevailing market, t he borrower 

would be unable otherwise to obtain the loan under reasonable conditions, 

that is to say, the 1l'Jorld Bank does not compete with private capital; 

also, it is specifically precluded from imposing any conditions that 

the proceeds of t he loan shall be spent in the territories of any 

particular member. 
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As the first institution of its kind, the Horld Bank has blazed 

its own trail in developing lending techniques which have proved ex

tremely effective and 'tvhich have served as a pattern for other national 

and international financing institutions. 

In the first place, the "V'Jorld Bank must make a judgement of the 

creditworthiness of the country concerned, i.e., its ability to service 

foreign debt without undue strain. In addition to appraising a co~~try's 

economic and financial position and policies, the World Bank has regard 

to its external debt record. It is the normal practice for the World 

Bank to inform loan applicants vJho are in default on publicly held 

external obligations that the Horld Bank is unable to assist until they 

have taken steps tm·rards a fair settlement. 

The World Bank then seeks to assess priorities in the different 

sectors of the economy and endeavours to ensure that any project 

selected will be part of a balanced plan for the development of the 

country as a whole. Having selected a project, the 1!Jorld Bank examines 

it carefully in all its aspects to be sure that it is sound from 

economic, technical and organizational viewpoints and that the borrower 

can carry it out successfully. 

After a loan has been made, the ~Jorld Bank continues to follow 

its progress by regular reports from the borrower and periodic visits 

by Forld Bank representatives. JVIonies are disbursed by the \fJorld Bank 

only against evidence that they are being used in accordance with the 

loan agreement. 
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I shall not Neary you with statistics. Full details of the 

World Bank's operations are to be found in its Annual Reports and in 

other publications which are freely available upon request and contain 

a wealth of information which I commend to those interested in inter

national investment. 

Sufficient to say that as at August 17, 1961 the l1Torld Bank had 

made 298 loans aggregating the equivalent of nearly $6,000 million. 

U.S. dollars were used for most of the earlier disbursements but other 

currencies have been increasingly used. At present, over 50% of 

disbursements are in non-dollar currencies. The World Bank's loans 

have been widely spread geographically and cover a large range of pur

poses, mainly large projects of public importance in the field of 

electric power, transportation, industr-y- and agriculture. It may 

act alone, or it may sponsor a consortium arrangement whether for a 

program of economic aid (as in the case of India) or for a particular 

project (as in the case of Kariba). The 'tpTorld Bank usually makes 

medium or long-term loans. The rate of interest charged by the Bank 

is based upon the replacement cost to it of money at the time the 

loan is made, plus 1% per annum which is allocated to a special reserve 

and about 1/4 of 1% to meet administrative costs. The vJorld Bank does 

not distinguish between borrowers in regard to the rate of interest 

charged. The \~Torld Bank is·.-a profitable operation but the making of 

profits is not its purpose. It makes a broad and basic contribution 

to international investment, not only in terms of the quantities of 

money mobilized and put to useful work but also in helping to promote 
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the sound and balanced growth of the developing countries and in putting 

in practical effect the mechanisms and techniques of sound financing. 

As a public international institution established by treaty the 

World Bank is a subject of international law and the agreements between 

it and its member governments are governed by international law. Pro

vision is made for the settlement by arbitration of any controversy 

between the parties to a loan agreement or a guarantee agreement. World 

Bank loan and guarantee agreements contain provisions which are designed 

to insulate them from the effect of any particular domestic law. 

Let me now refer to IFC. After the World Bank had been in 

operation for a time, it was considered that its activities did not 

cover all the needs of development financing. First, the requirement 

that all loans other than to member governments must be guaranteed 

by the member government concerned tended to inhibit loans to private 

enterprises. Second, the '.Jorld Bank proVides only loa..n capitalJ . 

it does not subscribe or purchase shares (or capital stock as it is 

called in USA) or equity, as I will call it here. Third, the World 

Bank normally only finances the foreign exchange requirements for 

specific projects; it does not ordinarily cover local expenditures 

or provide working capital. Fourth, the ,.,Torld Bank usually finances 

large projects of public importance and reaches small projects in 

the private sector only indirectly through the medium of development 

banks. 

In the light of these factors, and having regard to the importance 

of the private sector, it was considered that there should be an 
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institution which vJould be desi gned t o stimulate economic growth in 

the developing areas by investing, without government guarantee, in 

productive private enterprises in association with private capital and 

management. 

Accordingly, IFC was established in 1956 with an authorized capital 

of US 1100 million, of which about US $97.5 million has been paid in. 

IFC's role is conceived as being catalytic; that is to say that it should 

use its relatively limited funds to stimulate and supplement (and not 

compete with) the employment of private investmer:t capital. 

Although the original concept .was that IFC should be able to 

invest in equity, the conservative views held in certain quarters as to 

public institutions making equity investments in private enterprises led 

to IFC coming into being 1vi th Articles of Agreement that precluded its 

investing in equity. This prohibition was removed in September 1961 

but the original restriction undoubtedly hampered IFC 1s initial years 

of operation. Private capital naturally seeks and has need for equity 

investments. It was paradoxical that an institution designed to work 

in association with private investors on a venture capital basis should 

have been precluded from itself investing in equity. As a substitute, 

IFC was compelled to devise patterns of investment involving convertible 

debentures, options, contingent interest and other equity-type features 

which often appeared complicated and unfamiliar in undeveloped countries. 

As of September 15, 1961, IFC had made 45 investment commitments 

totalling US $57.8 million equivalent for projects located in 18 countries. 

By some standards this is a modest achievement, but performance is not to 

be judged in terms of numbers alone. Reference to IFC's annual reports 
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and other publications will show the nature and scope of its activities, 

and an indication of the additional capital that has been put to work 

in conjunction with that of IFC. It is well to remember that, in a 

developing economy, a relatively small investment by IFC in the private 

sector may induce results which are great in relation to the amount 

of money involved. 

IFC has especially sought to assist in sponsoring and financing 

joint venture, i.e. enterprises in which local and foreign interests 

combine to bring together local knowledge and capital with foreign 

industrial experience and techniques. As an international institution, 

IFC is well suited to the delicate task of providing a balance of finance, 

and assisting to establish a good working understanding between business

men of different traditions and viewpoints. 

IFC seeks to revolve its portfolio of investments by selling 

participations in its investments by private sale to private in

stitutional investors, and has achieved a fair measure of success in 

this respect. 

As to IFC's policies, sufficient now to say that, for IFC con

sideration, a project must meet three basic tests. First, it must make 

a useful contribution to the development of the private sector of the 

economy by financing a priority undertaking. Second, it must be a 

profitable project, properly engineered, managed and financed. Third, 

it must be unable to secure the finance required on reasonable terms 

from private sources. Once these three tests are satisfied IFC is 

quite flexible in selecting projects. IFC does not ordinarily exercise 
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voting rights in respect of shares that it holds, nor does it assume 

responsibility for management. Its investment patterns and its terms 

are entirely flexible; they are geared to the needs of the enterprise 

being financed. IFC 1s investment agreements are similar to those of 

any other private investor and its investment arrangements are subject 

to the ordinary rules of conflicts of laws. 

Now that it can invest in equity, IFC is a unique institution 

which should make a useful contribution to private international invest

ment through engaging in a wide range of activities. Especially important 

should be its promotional role in bringing together investment opportu

nities and domestic and foreign capital, its ability to provide equity 

for, and hence a basis for borrovdng by, local development banks, and 

its ability to assist the development of capital markets through engaging 

in the underwriting of equity issues in the developing countries. 

The third and newest of the institutions of which I speak is IDA, 

which came into being in 1960 to play yet a different role. 

Many developing countries need more capital than they can afford 

to repay on conventional terms. f~so, some developing countries are 

nearing the limits of prudent debt service. Hence, IDA was formed with 

the purpose of making loans to countries,which could not meet ordin~ 

standards of creditworthiness,on terms of repayment which would cause 

less strain upon them than normal loans. However, in administering its 

funds, IDA will pay the same attention as the World Bank to sound economic 

and financial policies of the country concerned and to the careful selection 

and preparation of projects which must be of high developmental priority 

whether or not they are directly productive. It is expected that IDA will 
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finance a wider range of projects than those usually financed by the 

World Bank. 

IDA's resources are provided by member governments. Its initial 

subscriptions amountto the equivalent of US ~1 thousand million and,as 

of September 1, 1961, the equivalent of US ~p908 million had been subscribed, 

of which amount US $756 million will be available in freely convertible 

currencies by the end of 1964. The Articles of Agreement require IDA 

to keep the adequacy of its resources under regular review. 

In less than a year IDA has extended credits totalling US ~137 

million in six countries. These credits were on identical terms. 

Each was for 50 years without interest; repayment to begin after a 

10-year period of grace. A small service charge has been made to meet 

administrative costs. IDA's Articl€s of Agreement allow considerable 

flexibility in setting terms and it is not considered that there is 

any uniform pattern for IDA financing. 

IDA is too young for all its policies yet to be settled. It 

is intended to be flexible and no doubt it will be so. One thing is 

clear and that is that IDA is likely to have a very great deal of 

business. 

The World Bank group has always considered that its responsibilities 

in the development field extend beyond the provision of money alone. 

The World Bank, and Mr. Black (the President of our institutions) 

in his personal capacity, have on several occasions been approached by 

member governments to assist in the settlement of important international 
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issues. For example, I would mention the settlement of the compensation 

to be paid by the United Arab Republic for the nationalization of the 

Suez Canal, the mediation between the City of To~o and the holders of 

the French franc tranche of its external bonds; also, the World Bank 

played a leading role in the settlement of the Indus Hater Treaty betvJeen India 

and Pakistan for the sharing of the Indus waters. In view of the apparent 

need, the World Bank is considering the possibil~ty of promoting some 

sort of special forum for the conciliation of disputes by arbitration 

between governments and private parties. 

Another important service is that which is rendered to member 

governments in the way of technical assistance. This extends from 

full-scale economic surveys, which are designed to assist governments 

in formulating long-range development programs, to regional investigations 

or advice on particular projects. Surveys in the technical assistance 

field have greatly increased and the Bank has recently established a 

development advisory service which is designed to provide a full range 

of top level services in the economic field. For the private sector, 

it may be expected that the specialist services of IFC will be in 

increasing demand. 

Also, in this context, I should mention the Economic Development 

Institute which the Bank established in "V-lashington in 1956 with the 

financial support of the Ford and Rockefeller Foundations. This is a 

kind of staff college for senior officials of the less developed 

countries. Courses at the Institute, which last six months, provide 

a useful background and experience for participants who will return to 
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their own countries with a wider understanding of the v.Torld Bank group 

and its resources as well as of t he problems with which they must deal. 

Of the group's many extra-curricular activities the latest and, 

in some ·Hays one of the most interesting, is the study of a proposal 

for the formation of a multi-lateral insurance scheme for the insurance 

of foreign investments against various non-commercial risks. It is too 

early now to say what the results of this study might be. 

In the time at disposal, I cannot expect to cover all aspects 

of the work done by the World Bank group. It is a ver,y active complex 

engaging in a diversity of activities in the investment field. The 

world and its needs are changing all the time. lr.Te in the World Bank 

group hope that we can continue to provide useful and professionally 

objective services adjusted to these changing needs. As an example 

of purposeful international cooperation we think that what we are 

doing is of practical assistance to all engaged in investment in 

the developing countries; also, perhaps, it is a step in the direction 

of a real 't-JOrld order. 
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It is a great pleasure for me to attend this 3rd Regional Conference of 
Development Banks in Asia as the representative of the World Bank Group. 
Especially, I am happy to be once again in Japan where traditional courtesy 
and hospitality make any gathering so enjoyable and where the excellent 
arrangements made by our host, The Japan Development Bank, will so greatly 
facilitate the proceedings of this Conference. And I am privileged to greet 
this Conference on behalf of the fraternal delegates, namely, the United 
States Agency for International Development, Kreditanstalt fUr Wiederaufbau, 
Commonwealth Development Finance Company, the Export-Import Bank of Japan 
and the Overseas Economic Cooperation Fund, as well as the World Bank Group, 
and to these names I gladly join that of the African Development Bank which 
is represented best today as a •Special Invitee•. Also, we look forward 
keenly to the Asian Development Bank joining our number. 

This Conference is now an established and important forum for a frank 
and cordial exchange of views upon matters of practical concern to all of us. 
We meet as friends, sharing the sa.111e kinds of problems and an identity of 
interest. After all, each of the development finance companies represented 
here today is performing in its own country a role which each of the organiza
tions represented by your fraternal delegates is seeking to perform inter
nationally. 

All of your fraternal delegates welcome being with you, especially 
because this Bonference meets at a particularly interesting point of time. 
Never has the demand been greater for the services which all of our institu
tions can render as investment and development bankers. Particularly, money 
has not, in recent years, been in shorter supply; and this is the principal 
raw material of our trade. 

I have said that we meet as friends. A friend was once defined as 
"Someone who is able to do for you something that you cannot do for yourself •" 
This is a test which we fraternal delegates would gladly apply to the friend
ship that we share here today. Each of us here can do something for the 
others. We can share our knowledge and our skills and our experience. And 
we fraternal delegates expect to work with the development banks in Asia 
represented here, in a tangible way. We believe that we can provide help 
to the development banks in Asia and we certainly welcome help from you. 
This is a theme which I hope will be developed during this Conference. 

An important characteristic that we all have in common is our relative 
youth. The World Bank itself is only twenty years old this year; and the 
International Finance Corporation--which, within the Group, has the 
responsibility for assisting the private sector and for sponsoring and 
working with development finance companies--is only ten years old this year. 
But, if I may say so without immodesty, the World Bank Group has, within 
the space of a generation, made a noteworthy contribution to economic 
development. 



- 2 -

This contribution comprises a number of different things; first, the 
provision of ver.y large sums of money for development purposes in a number 
of different ways; second, a wide range of activities to facilitate the inter
national flow of private capital--I need cite only our activities in co
ordinating development assistance; third, the sponsorship and financing of 
development finance companies . Here , I may note that the World Bank Group 
has now committed directly to development finance companies one half a 
billion dollars and IFC is a shareholder of 17 of these companies, several 
of which are represented here today . Not the least of our contributions 
has been our adherence to standards for the appraisal of projects . After 
all, the entrepreneurial genius of providing initiative is of little avail 
unless it can be assisted, not only by money, but also by expertise, i . e., 
the services of engineers, financial analysts and even lawyers, who are 
able to apply the techniques necessary to put an inves~~ent proposal into 
bankable form. 1nese skills are in greater demand than ever before and, 
consequently, in shorter supply. Over a period of years it has been the 
experience of the World Bank Group that the chief obstacle to a higher rate · 
of investment in the developing countries is the shortage of soundly conceived 
and adequately prepared projects and this is still true. Mr . Woods, President 
of our Group, has said: "Neither general programs nor even generous supplies 
of capital will accomplish much until the right technology, competent manage
ment, and manpower with the proper blend of skills are brought together and 
focused effectively on well-conceived projects. Projects are not only focal 
points, they are growing points, not only for the goods and services they 
contribute to the economy but for the new skills and the new attitudes 
which they engender both among the people carrying them out and those who 
benefit from their ef~ects." These are his words. 

It is for this reason that the identification of opportunities for 
investment and the preparation and appraisal of specific projects occupies 
a key position in developmental operations. 

It is this responsibility which we, all of us present here today, share . 
We all of us provide money; and we provide more than money. Perhaps the most 
vital element that we provide is confidence; confidence to the managers of 
our economies, to our colleagues in the banking community and to the business
men with whom we deal that the enterprises that we finance are soundly con
ceived, well-founded and financed, and that the various interests involved are 
fairly balancede Also, it has been remarked that the important thing about 
the World Bank Group is that it is there . That is, that those who need its 
support are not dependent upon the ebb and flow of capital markets and 
business conditions . The World Bank Group is there in bad times as well as 
in good . This element of stability is one which each of the institutions 
represented here today m~ provide to the community which it serves . 

I think, therefore, that we may all take just pride in the work which 
we do and derive satisfaction from the importance of the role that we each 
perform, but none of us can be complacent . Because we are all young in 
institutional terms, we are all aware that we have much to learn in a fast 
changing world; and this is the significance of this Conference. 

We fraternal delegates look forward with keen anticipatiom to the 
opportunity of participating in this Conference and to sharing the benefits 
to be derived from the unique experience of the distinguished delegates 
gathered here today . 

On behalf of all the fraternal delegates I express appreciation of this 
opportunity provided to us 



/ 

f lf -\.,' :- ~-L '!. r) \ 

) 

.~: ~I fJ v / I I,.,/,!.-'~;...~ 

BLE:-.;~ ,. - ~r·· rr y 

' \.:r i>Rl ''AT~ r PlrrAL ......... 

P::pri:I~t..:d fr•Y'l P~,~)rEI:t):·."'s t F T·rF .\ rtJur. · J e11~.\'L < F Ix·.t:E.{:"ATIO~AT. L.t.w, 
\'ul. P: ~ • . u. •.t, Septr:rnber, J UI'O 



\ 
f 

I 

in 1967. In view of the projected population growth of I~rael, it is not 
unreasonable to assume, as the Arabs do, that it will demand more terri
tory in the future, as it has ~ the past, unless perman nt boundaries are 
established and guaranteed. 

Chairn1an FISHER thanked the guests and participhnts for their contri
butions and adjourned the meeting at 11:00 o'clock p.m. 

The United Nations System and Financing 
Transnational Investment 

The session convened at 8:15 o'clock p.m. in the Astor Gallery of the 
Waldorf-Astoria Hotel. Professor Covey T. Oliver of the University of 
Pennsylvania Law School presided. 

Chairman OuVER. The purpose of the panel is not to focus on values 
but on the practical aspects of transnational investment. Private sector 
investment is more resilient than any assume. The role of the lawyer is 
not only to find money and pi · a capital structure, but also to accom
modate the sharing claims of t e host country. TI1e basic question is how 
do we get the money when -the client corporation does not plan to use 
its own resources? In ma1 ways the search is as technical as the search 
for the correct form of ction in the old conunon law actions-artificial 
distinctions but impor.~ 1t ones. The search game must be played in 
accordance wHh avail¥>le sources and applicable legal struchrres. 

BLENDING PUBLIC AND PRIVATE CAPITAL 

By R. B. ]. R.icha:rds 0 

I am most appreciative of the opportunity of participating in this pro
gram since the subject for discussion is one of particular interest to us in 
the vVorld Bank Group. 

No doubt you are broadly familiar \Vith the operations of the vVorld 
Bank and its affiliates, the International Development Association and the 
International Finance Corporation, and I do not plan to dwell upon the 
wide developmental activities of the Group, interesting as they are. As 
practitioners, you \vill be interested in the private sector and in what the 
Group can do for you and your clients who are engaged in business, in
dustry and banking. 

The International Finance Corporation is the \Vorld Bank Group's spe
cial arm for private enterprise; it is the only international institution de
voted to assisting the private sector. IFC's distinguishing characteristic 
is that it can invest its funds in any form, including share capital (or 
"equity"); it can provide working capital and finance local expenditures; 
and its funds are not tied. It is designed to be completely flexible. In 
accomplishing economic objectives, IFC operates very much as does any 
investment banker, except that it works with, and does not compete with, 
private capital. 

0 General Counsel, International Finance Corporation. 
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IFC's funds are relatively lin1ited. It has about $107 million of share 
capital paid in by its 93 member countries and about $56 million of earn
ings in reserve. This $163 million is available for equity jnvestment. Also, 
IFC is empowered to borrow from the \ Vorld Bank, for purposes of re
lending, an amount equal to four times its paid-in capital and surplus; 
of this, a line of credit of $200 million has been established. 

In the last fiscal year ended June 30, 1969, IFC's commitments aggre
gated about $93 million and I expect that they will be more this year. 
Such a rate of commitment upon so small a capital base has been possible 
because IFC has been successful in revolving its portfolio by sales to, 
and participation arrangements with, private investors. Last year IFC 
recovered 449"o of the funds it committed, by sales to private institutional 
investors. 

Of course, IFC is mainly of interest as a source of funds, especially since 
it can fit in anywhere into a financial plan; but IFC does rath~r more. 

"IFC has five prominent investment bankers as a panel of advisers and 
one of them refers to IFC as the "catalyst-umbrella." By this he points 
up two basic functions : 

· First, to promote economically useful and profitable enterprises, to 
bring together investment opportunities and private capital and man
agement; and generally to stimulate and help create conditions con
ducive to the flow of private capital. 

Second, to act in its role as a public international institution so as 
to help create conditions of confidence in which ventures may be un
dertaken and money flow to the developing countries. If IFC assjsts 
a venture in any country, that country is a member of IFC represented 
on IFC's Board with the other member countries, so IFC can be ex
pected to have a special relationship which may assist the blending 
of the interests involved. 

IFC does many things. It engages in direct financing operations, usually 
on a mixed loan and equity basis, and in underwriting and stand-by ar
rangements designed to assist local capital markets. It works with, and 
helps finance, local development finance companies and other institutions 
which are themselves engaged in assisting private enterprises. It advises 
member countries on measm·es that will assist private investment; and, 
importantly, it seeks to develop in the capital-exporting countries an inter
est in long-tem1 investment in the developing countries. All this is postu
lated upon the premise that investment in the developing countrjes can 
be expected to occur only if ventures are intrinsically sound and there are 
fair prospects of profitability. 

Generally, IFC will only assist ventures in which there is provision for 
participation by local private investors, and the typical enterprise in which 
IFC is interested is a joint venture involving a m.arriage of local experience 
and foreign "know-how." 

It might be useful to give an example of what I am talking about. Let 
us take a fertilizer or petrochemical venture in a developing country which 
may cost (say) $70 million, allowing for interest during construction and 
permanent working capital on completion. The foreign exchange com-
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ponent is likely to be about $40 million, with the balance in local currency; 
this balance might be increased, depending on requirements for customs 
and port handling. 

All major projects may involve sensitive issues of government policy; 
such as whether the project ' should be in the public or private sector; 
perhaps which of competing projects should proceed; and there may be 
delicate qucstio11s of pricing and tariffs. The position of government must 
be considered and, of course, goven1mental help in the form of tax holi
days and other incentives can be vital. 

The venture may be a direct promotion by IFC so that IFC puts the 
transaction together, or it may be sponsored by a local group or a foreign 
group. 

We would expect there to be a local partner, able to provide knowledge 
of market conditions and able to handle relations with government and 
local interests, working with a foreign partner able to contribute technical 
and managerial expertise; and we would expect each of these partners to 
have a meaningful equity stake in the venture. 

IFC would carefully evaluate the proposal in all its aspects and let us 
suppose that all the intrinsics check out. There remains the problem of 
finding loan and equity capital, of which $-10 million is needed in foreign 
exchange. It would be normal to provide as much leverage as is prudent 
for the equity in the business. Let us therefore assume a debt-equity 
ratio of 60:40, which is conservative but not unduly so. That is to say, 
the equivalent of $42 million is to be in loan form and $28 million equiva
lent in the form of equity. 

First, the sources of equity capital must be identified. The local part
ners and the foreign partners should take a substantial proportion; at 
least 25% each. On this basis, the foreign partner would put in $7 
million in foreign exchange and the local partner would put in the equiva
lent in local currency. The balance of the equity might be found from 
a number of sources, perhaps up to 25c;to from an agency of the host gov
ernment. IFC, of course, is a natural participant for, say, 25c;to, and this 
money provided by IFC will be in foreign exchange. There might be 
other sources of equity capital. In some countries it may be possible to 
raise capital from the public, v.rith underwriting by local institutions in 
which IFC might also join. If equity is not raised from a local develop
ment institution then, dependent on the region~ there are other institutions 
which can provide equity; such as ADELA in Latin America, or PICA in 
Asia, or IFC might interest specialist institutions interested in the type of 
business or the locality. IFC has had very good experience with the 
Edge Act companies in this connection. 

There still remains the problem of providing a substantial amount of 
loan capital and a good deal of this must be in the form of foreign ex
change ( $26 million on the basis I have described). Naturally, everyone 
would prefer this to be long-term and at the lowest possible rate. If U. S. 
procurement is involved, the most natural source of funds would be Export
Import Bank or AID. AID might also be in a position to lend local cur-
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rency; and perhaps dollars might be lent by U. S. institutions with an 
AID guarantee. Dependent upon procurement, long-term funds might 
come from other countries which have similar institutions. Untied long
term loan capHal in foreign exd1ange may be available from various 
souTces; for example, the \Vorld Bank, in cases where a government guar
antee is forthcoming, or from IFC in cases where a government guarantee 
is not forthcoming. In many places there are regional or local develop
ment banks which can provide long-term loans in foreign exchange with 
funds which they themselves have derived from in~ernational somces, in
cluding the vVorld Bank and IFC. In Latin America there is the Inter
American Development Bank; and in Asia, the Asian Development Bank. 
In some territories, the European Investment Bank may participate. De
pending upon location, particular financing groups may be induced to 
invest, perhaps through participation in an IFC investment. And, finally, 
to the extent that long-term funds are not available on suitable terms, 
suppliers' credits may be arranged for part of the financing. 

I hope that this gives some idea of how public and private capital re
sources can work together. 

In these times of tight money, it would not be true to say that there is 
no difficulty in raising capital, but it would be true to say that few eco
nomically justified and worthwhile ventures fail to obtain financing. 

Of course, I have depicted a very straightforward financial plan and 
some financial engineering may be necessary so as to provide an appro
priate sharing of risks and rewards. For example, to provide greater se
curity for the senior debt and to provide greater leverage for the capital 
stock, a portion of the loan capital, carryjng a higher rate of interest and 
perhaps payable only if earned, might be subordinated in tenns of priority 
and be retired through the operation of an earnings sin1dng fund. The 
equity holders may prefer to provide some capital in this fonn so that 
they can recover it otherwise than through taxable dividends payable out 
of taxed profits. Some debt may carry a lower coupon and an option or 
conversion featme. Need and resomcefulness will indicate many per
mutations. 

Since IFC's basic purpose is to get private capital moving and to re
volve its own funds, IFC would always be looking for private institutional 
in~estors to share IFC' s position. These institutions may come into the 
transaction as co-investors, or they may be participants in IFC's own in
vestment, receiving the same terms as does IFC. In the case of the loan 
portion of an investment IFC would expect to hold and manage the 
loan and account to the participant for its pro rata share of principal and 
interest received. In the case of the equity portion of an investment, 
the participant would receive shares of capital stock of the enterprise 
concerned. 

IFC stands ready to sell securities out of its portfolio; after an invest
ment has begun to show its paces, the sale price would be a matter for 
negotiation. 

In the time available I have left a lot of gaps and I have not dealt at 
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all with the many conflicts of laws problems that arise in the cmu·se of 
transactions across frontiers. However, I shall be happy to try to answer 
any questions that anyone may have. 

' 

THE ROLE OF EDGE ACT CORPORATIONS IN 
TRANSNATIONAL FINANCING 

By Carroll R. \.Vetzel 0 

Until the Federal Reserve Act became law in 1913, the commercial 
banks 1 of this country played a minimal role in financing world trade. 
They could not accept drafts-the traditional device for financing such 
trade-nor could they open branches abroad. They were given the power 
in that year to do both. 

Shortly it became evident that even these powers were inadequate for 
the purpose. In 1916 the Act was amended to pennit national banks to 
invest 10% of capital and sm·plus in other corporations engaged in inter
national banking upon defining and limiting the activities of the particu
lar corporation by agreement with the Federal Reserve Board. Again 
the inadequacy of the statutory concept quickly became evident, and in 
1919 the Act was further amended by a bill introduced by Senator Edge 
of New Jersey to authorize what have come to be known as Edge Act 
corporations. Federal incorporation was authorized for corporations to 
engage in international banking and in international finance. The 10ro 
limit was retained; a minimum capital of $2,000,000 was required; no in
vestment by the Edge Act subsidiary was permitted in any corporation 
doing business in the United States (a restriction that \vas to cause trouble
smne regulatory problems); and limits were put on the amount the Edge 
Act subsidiary could invest in any one enterprise. The Federal Reserve 
Board was authorized to administer the Act and to issue regulations 
under it. 

Two rights, alien to the banking pattern of the countxy, were given to 
Edge Act corporations: first, the right to make equity investments; sec
ond, the right to have offices across State lines. Essentially this meant 
the right of non-New York City banks to have, or rather the right of their 
Edge Act subsidiaries to have, offices in New York City, the principal 
center, then and now, of international banking and finance in the United 
States. 

Since 1919 the only change in the statutory scheme occurred in the 
1960's, when direct foreign branches of banks were given broader powers 
and banks were authorized to acquire directly shares in foreign banks. 

0 Of the Pe1msylvania Bar. 
1 An exact delineation of the roles of national banks and of State banks is not pos

sible in this short paper. The powers of national banks and of State banks that are 
members of the Federal Reserve System are enough alike today to pem1it a disregard 
of the distinctions for present purposes. 
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So today it can broadly be said that Edge Act subsidiaries can do only 
two things that the parent banl<s cannot do directly: ( 1) make equity in
vestments overseas in non-banks; ( 2) have a New York office. 

Against this brief sketch of the background, what role are Edge Act 
corporations playing today? About 65 such companies are owned by 
about 45 banks. Their aggregate capital accounts are about $500 million; 
aggregate assets, $3.2 billion; aggregate deposits, $2.4 billion. Their ag
gregate equity investments are $280 million and a fairly reasonable esti
mate of their medium to long-term loans would be not more than another 
$280 million. 2 

Aggregate funds employed in financing, i.e., equity investments and me
dium to long-tern1 loans, as distinguished from traditional short-term bank 
credits, would thus seem to be slightly over $500 million or, stated an
other way, slightly over aggregate capital accounts. Even if all loans and 
acceptances were medium to long-term, the total would be only $1.1 bil
lion. To put this in perspective, the total foreign investment of United 
States business is estimated at $146 billion. Quantitatively, therefore, the 
contribution of Edge Act corporations to foreign financing is negligible. 
Indeed, the contribution of the entire banking system is relatively small. 
It is probably about $5 billion.3 

It must be emphasized that this is a quantitative estimate. Qualitatively, 
the contribution is more significant than these figures indicate. A small 
loan or equity investment can often be the key to a significant transaction. 

The probable reasons for the relatively modest role of Edge Act cor
porations in overseas finance can be identified, at least in broad outline. 
It has already been pointed out that such corporations have only two 
powers not held by parent banks: to make equity investments in non
banking enterprises and to have an office in Ne v York City. It has also 
been pointed out that the aggregate investment of the entire banking sys
tem in medium to long-term overseas financing is probably about ten 
times that of all Edge Act subsidiaries. There must be a correlation be
tween these two facts. The area of activity available to the subsidiary 
but not to the parent bank is not great and is appealing only to large banks. 

This raises two questions: Which are the banks that have such subsidi
aries and why do they have them? A brief listing of he principal activities 
of such subsidiaries may be helpful. 

Banks are increasingly interested in expanding into £nancial areas here
tofore seldom or not at all associated with traditional commercial banking. 
Finance companies and mortgage servicing companies are illustrative. 
Not surprisingly, such interest extends abroad as well as at home, and 
so Edge Act subsidiaries are acquiring inter~sts in financially related in-

2 This figure is based on an estimate that a maximum of one third of known loans 
and acceptances of $820 million represents medium to long-term financing. 

s Of the $24 billion of deposits in foreign branches, $H billion has been brought 
home to help hard-pressed head offices. One third of the balance may be in medium 
to long term-loans and, in addition, the total of such loans from home offices is about 
$1.5 billion. 
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· . .S.2 ~·crld Bank Gr:o:.!.p en,s!2 e es tn a "tri. de '7a rie ty of func _ions 

£'.11 de2igr~e.c~ to further t he ecor:o~ic developme.:.1 ~ of tho:! ITH:•.lJlber countri2.s 

of the Grou.o.. l-foney i s provided in diff erent vays, together T:Jith an 

2. The. Group c:om?rises, principally, the ':.Jorld Bank i tself (formally, 

the nl:1.te::-Lationa1. Rank f o r Reconstruction and Development 11
), the Inter-

national D~ve1o.ptir..ent Association ( IDA), mor~ reczntly what is called . 

HThird ·wi.:"!'-L;~;/', and the International Finance Corporation (IFC). 

l iT'.por :antly associ .q.ted. 'Hith the. activities of the Group is the Inter·-

na t ~i."cn.al ·Centre. for .:Se-~tle.ment - of Irrv:es -tment Disputes (ICS ID ) and the 

J;£cc;.1 r ·~~c Develop~i.e.n:t Institute; and there are a number of ct"!ler 

activities , but I will concentrate upon the central rather than the 

peripheral . 

3.. The HorldBank, IDA and IFC are all international ins titutions, 

established by international agreement, owned by their member countrie~ 

and controlled by_ a .Board of Governors from each member country and 

a sn~all e:r Foard of Directors, representing the IJ.ember governments, 

wh·l-c l1 sits in Hashing ton. There is a Heigh ted voting system depencU.r: g 

on the.' economic size and strength of the metuber countries. The staff 

is intcrn&tiona l in char ·"'~~ lL.·-,-:.:. r (o' 'er 1 0 '] d · ff -~- t · 1 · · ) -1 u_ -- v ~ · l " eren na l Ona_ltleS , an~ 

i .s r: cc rui tee;. 2nd prmao t1?.d on a merit ba.s is . Hr . ·Robert S. t-:cNamara is 
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s c a 1 e , t "h _- Vorl c1 ~-~ .q n k was th 2 [ ir t i1 ,s -;:_ Li.:ution tu 

es LabJ :i sh 2d t.v:L th the e.2qJlici t r urpose of h e lping less deve loped coun t'r:L ~ s 

r aise their livi~g standards . 

5. Along Hith t h e I nternat iona l Honetary Fund (IHF) , the Bank 

wa s f ounded in 1944 at a United Nations Mone tary and Financia l Conference 

of 44 gov c:rnmen t s a t Bret ton Poods, New· Hampshire, U.S .A. It began opera-

tions lrL June 1946 . Membersh ip in the Bank i s open t o a l l members of 

the IMF , and by the beginni ng of 1976, 127 countries had j oi ned . 

6. The Bank~ s charter spel l s out certain basic r utes which govern 

its opera tions. I.t must lend onl y f or productive purpos es, and pay due 

r ~gard t o t h e pros?e c ts of r epayment. Each loan must b e guaran t e ed by 

t he government concerned . Except in "special circumstances", loans must 

b e for s pecif i c project s . The Bank mus t assure itself that t he necessa r y 

funds are unavailable f rom other sources on reasonable terms. The use 

of l oans can~ot be res t ricted t o purchas es in any pa rticula r member 

country or countries. 

7. A unique feature of the Bank as an intergovernmental organization 

is the fact t ha t it relies mainly on private investors for its financia l 

resour ces . Mos t of the money it lends comes from the Bank's o-vm borro\·lings 

in vario~s capital markets. Al though a total of $30,821 million of its 

authorized capital of $32,571 million h3.s been subscrib ed, members pay 

i n only 10%. The remaining 90% serves a s a guarantee of the Dank's debt . 

I t can be u s ed only i f r equired t o mee t obliga tions to inves tors i n Bank 

secur it i es. 
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8. Th1.;~; , i.nve ... t: n.:-: u:!18 migh ~ o:b.2.r;;11is e IlE:ver become i n'/o lved in 

t .. ne fin2.r~ c:::.ng of prnj 2c:.ts in developing CC.L1- .. ltries are contribur.].ng to 

the econur-:ic growth of poor count .... -ies. The Bank has b o rro',Jed a CU'!H.::l.o.tiva 

to ·tal o f $20,88:?. rri.lJ.ion, of \·7hid~ $12 .,287 r'~Ll lion ·is outstanding in 

17 c~ ·Lffe~ '.nt curr5ncies (April 19 /'(] ). 

9. The. Bank earns a profit on its operations, but it has never p3id 

a dividend, since all shareholders agree that earnings should be used 

to help develop i ng countries. Part of the Bank's.net e~rnings have been 

placed ia rese rves whic..h. strengthen its ability to borrow and most of 

\vhich are also available. for lendtng. Beginning in 1964, the balance 

each. year has been given to IDA, i \tcreasing its ability to help the. 

poorest countries . 

IDA 

10. The need f or lending to ·many poor countries on much easier 

terms than the Bank ., 
a1..cne could give became apparent during the 1950s . 

On the init iative of the United S~a_tes, endorsed by other m':!mbers of 

the Bank and by the United Nations General Assembly) IDA \vas established . 

in 1960 to help meet this need. It was made an affiliate of the Bank, 

to be administered in accordance with the Bank's own standards of 

efficiency. 

11. Nearly all IDA "credits", as they are called to distinguish them 

f'r:om · Bank "lo2.ns", have been for a period of 50 years, '\·li thout interest, 

except for a small charge to cover administrative costs. Repayment of 

principal ~oes not begin until after a 10-year grace period. 

12. Nir1 e teen of the poorest co t ntries have brrrowed only IDA resources. 

1\nblend" of B.:-~.nk lo8.:-Ls and IDA cr e dits ha s b ee n ·provid e d to another 43 . 
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13. Hithout funJs on IDA terms, .:-~. r..y signi£.is.:::.nt help to the gronp of 

19 very poo.c coLmtrics !'l:i.?;ht: \Jell h.:::."i..'e been impossib le. 1!i thout t l :~ <.-!.i).llity:_ 

to reduce the av~rag debt burden by combining its loans wlth a rising 

volume of IDA cr~.di ts, thP. E.s.nk. could not ha·ve increased its mm sup?ort 

t o the !;.8 11blend rr countries to t he degree it has . 

14. An additional s ource of financing , on terms intermediate between 

the conve~tional t erms o f the Bank, and the highly conces s ional terms 

of IDA , is the so-called Third Window. 

15. The terms of Third Hindmv loans are soft ened hy the availability 

of i n.terest subsidies which are supplied by the Bank's richer memb ers 

on a ~oluntary basis . Third Window loans are Bank loans . The only 

difference is the terms - 4-1/2% fo r Third Windmv loans. 

1 6 · The chief beneficiaries of Th ird ·\.-Jindow operations 'vill be 

those countries Hi th p~r capita gras·s national products of less than 

$375, and especially the lower-income countries. 

INTERNATIONAL FINANCE CORP OlLI\TION 

17. The International Finance Corporation (IFC) was · established in 

1956 as a n affiliate of the Horld Bank, to ass:i.st less-developed member 

countries in furthering their economic development by encouraging the 

gro~of productive private enterprise. IFC's activities s upplement 

those of the \vorld Bank. IFC has its own subscribed capital, amounting 

to approxima tely $107 million, and is empowered to borrow funds from 

othe r sources, inc luding the Bank. Proposals are now before the 

Governors of IfC for an increase of IFC's subscribed capital by an 

additiona l $480 ni.llion. 
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lB . IFC ! s a~m i, to fu r ther economic deve~op~ent by encouraging tb~ 

erm . .Jul of pr oductive p Li.v ;:ite ente·rpr:Lse in dE~veloping member countr:Les .. 

It pL0ridcs equity and loan capital for private enterpr i ses in asso~i ~-

tion vli th yriva te inves tcrs and m2.n e.uemen t, encour ages the clev2lo? ::;:Lnt 

o[ local capita l markets, and sti~ulates the interna:ional flow of 

private capital . 

19. Mernbersrip in the World Bank is a pre-:--requisite to membership 

in IFC. IFC has an Executive Vice President who conducts its day-to~ 

day affairs. I FC has its o\\rn operating _staff and -shares a. wide 

range of administrative and other services with the Bank. 

20. The Interna tional Finance Corporation is unique in that it is 

t~ ie only intergovernmental organization ,.ri th the sole purpose of. 

a isting the econom1.es of developing countries by making sound invest

ments in, and otherwise supporting, their private enterprise sectors. 

Except for the_ Co~poration 1 s bas~c criterion that its activities further 

economic deve lopment , its operations are simllar to those of an inter

national investment bank. 

21. The investment activities of IFC complement. the lending activities 

of t he \{orld Bank. All World · Bank loans are either made to membe.r govern

ments or are guaranteed by member ~ governments; but IFC cannot accept 

governmental guarantees of repayment on investments, which may· be made 

only to enterprises which are essentially private. The Bank provides 

only loan capita l; it does not, as does IFC, subscribe or purchase 

c ~ ital stock. The Bank no rmally finances only the foreign exchange 

r ~quirements fo r specific proj ects; i t does not ordinarily cover 

lo ~al expenditc ces or prov i de working capital, as does IfC. Moreo~er, 

t h e Bank usua lly finances large projects in the private sector indirect!y 

through he medium of local develop~ent fi nance companies . 
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22 .. 
ite:di ~~') 

lFC oper2.t ions f all ur d c::: r five main~· Firs t , promotion 

of , and direc t i nvestr.:.snt in, productive ent_:cprises ~ usually o - a . 
.' 

rni~ed loan ancl equity basis ; s econd, standby and underwriting arrange-. 

t.~~t s; third, wo rk with development f inance companies and intermediary 

financ.ir..g institu!:io ns; f ourth , t he development of capital markets; 

and fifth , the sale of participations in its investments. 

23. IFC c.~~ make investments only_ in its member countries and their 

ter ritories. As a mat ter of pol i cy, it does not inves t in more developad 

countr ies. IFC investillents are made in association. "t.vith priva te 

investors and in cas es where sufficient capital is not available on 

reasol!able terms; I FC does not compete. wi th p-rivate · capital: 

24. For IFC co sideration, ·a project mustmeet two basic tests. 

Firs t , it must make a useful contributi.on to the development of the 

private sector of the economy of the men1ber country concerned·. 

Second, it must hold out the prospec t of being a profitable project:. 

properly engineered, managed and financed. Once these basic tests 

are satisfied, IFC is quite flexible in selecting projects. 

25. In considering an investment proposal, IFC attaches importance 

to the extent of the sponsors' participation in the share capital of 

t he enterprise. 

26. IFC generally ~.;i ll only finance ventures in ~vhich there is . 

provis ion for participation by local private investors. In order to 

st i1nulate broader O\vner ship of the companies it is assisting, IFC 

will , in appropriate cases , join in arrangements for making shares 

ava ilo.ble to loca l investors . 
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27 . IFC do e s no t seek t0 compe t e \.:rith other institutions o IL'C 

t~ie3 to he l p [~,: ,::: done th&t ;-;hic.h \-lO n l ct not otheruise. get: don<:: in a 

timely ;..1ay. Th e l nrse exp:~n2 i on of IFC 's opera ti ons i n recent years 

is attributable in par t to in.c:reased resource s and in part to an 

a ggres s i v e po s t ur e i n the gene r ation of n ew b~siness and the pxcmotion 

of ne~·T ven tur es . 

28. Mos t · of t he proposa ls that come to IFC a r e at an early stage of 

development and r equire a considerable inpu t before the project i s 

bankab l e . Wi t h incre.asing fr equency ,. I FC i s engaging . in the field o f 

pure promotion - taking an idea or a business possibility from t he 

beginning ·a nd dev eloping and pu tting i t toge ther a s a proj ect in its 

entire.ty, "t;.Jith c apital ,_ t e chno logy and management . 

. ICS ID 

·- 29. The Internat ional Centre for Settlement of Investnent Disputes 

(ICSID) is an in~ernational institution created by the Convention on 

the Settlement of Investment Disputes between States and Nationals of 

Other Sta tes. 

30. The Convention was des igned to encourage the growth of private 

foreign investment for economic development, by c r eating the possibility , 

alway s subject to the consent of both pa rties, for a Contracting State 

and a foreign investor who is a nationa l of another Contracting State 

to settle any legal dispute that might arise out of such an investment 

by conc i lia tion and /or arbit r ation b efo re an i mpart ia1, in t erna tiona l 

fo rum. The Conven tion spec if i es t he c i r cumc; t a nces under which disputes 

-. 
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may be suhmitt.::d to tb.e Ceri.t.l·e, the IilE: tho d by ~vhich Conciliation 

thei~ proceedings, 2ucl the form and ef fect of the res~ltin~ conLili~-

tion repo._r ts or. arbi. ~ral m·mrds . 

31. The seat of ICSID is established at the Headquarters of the 

Horld na:>.k. The purpose of the Centre is to be available to the 

parties to certain i nternational investment arrangements: to provide 

them w~th an assured f orum on which they may agree fo r the settlement 

of any futu r q disputes and to ~ssist them in settlin~ any th~t hav~ 

a lready .arisen . 

32. The. jurisdict ion of . the Centre is·based on consent, given by 

both parties to an investment disput e. One of these p2rties must be 

""' the Government of ..a Contracting State, or ·a constituent suhdivision or 

ager.c.y designated by such a Government .. The other must be a national 

of ·another-·contracting State,- v1ho may be a natural or a juridical 

pe rson . 

EDI 

33. The Economic Development Institute (EDI) was ~stablished by the 

Bank in 1955 with some initial financial support from the Ford and 

Rockefeller Foundations. The Institute's aim is to irnp1~ove the quality of 

economic management in developing countries by providing training for 

officials concerned with development programs and projects. The courses 

aFe designed to give the participants a wo~king knowledge of techni ques 

o f development programming and pro j ect analysis that may be useful in 

h and ling the particular problems which confront them in their work. 

-. 
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Th~ "'u:~:: r-:L c u l um ~im::> a t c om'bining s ound t:echr1.iq ue an-3. p:ce.c. t ical co:t ~' .i_ ,_le ra-

~ions. The close link be t ween t he I nstitute and the World Bank ~ ruv ides 

t he c ss 3ntial foun~ation in expe r ienc e· r equired fo r s uclt an app ~oa ch . 

3 4 . 7he I ns ti t u te of fers a Gene ra l . D evelop~ent Cours e of six months' 

dura t:i c . dealing 't.Jith prograrns and policies related to economic 

development. The- Institute i s currently giving courses in agriculture 

and rural devP Topment; industry, a gro-industry .and development banking; 

education_; ur:~aniza t:ion, wat er s upply and transporta t i on . 

35. G en~ral pr~j ect analysis courses are given pr incipally overseas, 

v7here th·=Y are a 1 .i:'-r optiate as an introduction to pr oject work for 

officia. ..~-s d.eal:tng. with more than one sector . The I ns titut e is also 

fhc ro;_ ._.. s i ng the nunilier of its courses given in French and Spanish, and 

ex-pects to have ·· the capacity to give all of its courses in these 

:J.ansuages in due co-urse. 

3.6. ·' The co-urses of the Institute emphasize discussion and the 

exchange of experience to supplement the lectures given by staff 

members an·d- others. Case studies, · special e·xercises ··and group problem- · 

so~~ing are features of the courses . 

HOW TO PYPROACH TilE '.JORLD BA1~.Z GROUP 

37. N0 s pecial form or forrnality is required to approach any · 

ins ti,tution in the 1-!orld Bank Group. On application to the \vorld Bank, 

1818 ·H Street, N.W., Washington D.C., 20433, a great deal of informa tive 

materia l is available including, particularly, copie s of Annual Reports 

which li ~ t the prtncipa~ o~ficers. Anyone seeking to do business or 
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receive help from the Group may apply to ~he institution concerned , cr 

to 2 ly on~ o£ the appropr iate office rs listed in the Annual Repo r t, 

may simply i.vri te to ths Office of Information of the. World Bank (or 

of l l'.C , if appropriate) . Ir.. the cas~ of 3. project to be fiuanced b ~v 

the World Bank itself, it. is usunl f or a n appli~an t to ta:<.e up th0 

app lication through the government of the country concerned since the. 

World -Bank lends only tc or with the guarantee of governments; in the 

case of IFC this is not necessary. A member of the diplomatic corps 

in Washington \>7ill almos t certainly know the E:g::ecutive Director 

represencing his country and he may serve as a usef ul channel in such 

a case. 
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