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SPEECH ON INTERNATIONAL BANK 

TO BE DELIVERED BEFORE THE LIONS CLUB, 

QUEENS VILLAGE, L.I., NOVEMBER 18, 1947 

by 

JOSEPH S. GOULD 



The magnitude and complexity of post--vrar international economic and 

financial problems were obvious even while ~..ra.r 1-ras still raging and dramatically 

indicated the need for unprecedented measures of international cooperation. This 

pressing need prompted t he representatives of 45 nations meeting at Bretton 

Woods, New Hampshire in July, 19/+4 to create tvro great new international 

financial institutions designed to aid in tho urgently necessary tasks of 

economic r econstruction of the war-devastated countr ies and the r es toration of 

economic equilibrium and financial stability in other countries. The two 

institutions are the International MonetarJ Fund, who se objective is the pro-

motion of the free fl01 . ..r of world trade through the establishment of stability 

in international exchanges, and the International Bank for Reconstruction and 

Development, whose aim, among other things, is to restore the flo1.r of inter-

national private c~pital i nvestments. 

As the 1\Jonotary Fund is not the subj ect of t his talk we will pass 

it by except to mention that it is intendod to function primarily in relation 

to current trade and in the ma:i,ntenanco of international equilibrium and stability 

of international currency values. 

The International Bank, on the other hand, provides long-term 

financial assistance to its members fo r the puxpose of reconstructing their 

economies or developing their productive facilities and r esources in order to 

enable them to participate in a restored healthy international trade in goods 
'<4t 

and services. World shortages car.. be mot bes t by inc;ceased production.. The 

war-devastated countrief ~-:r. particular must bo nut i n & nos:i,. t i on to resume 

production as rapidly as possible on o. s cale la::.~€:,0 c~1cug~1 for oxport as well 
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as domestic consumption. Howevo~, the financial needs of the respective 

countries arc so great and the political and economic conditions arc so un-

certain that in this period private investors hesitate to take the risks 

involved. It is intended, therefore, that the Intornationnl Bank will bridgG 

the gap by assisting in the restoration of econontes to a point where they 

will be capable of attracting funds from wholly private investment sources. 

The Bank's Charter 

The fu.ll scope of tho Bank is o)C)ressod in Article I of the Articles 

of Agreement as follows: 

11 (i) To assist in the reconstruqtion and development of territories 

of members by facilitating the investment of capital for productive purposes, 

including tho restoration of economics destroyed or disrupted by t-mr, the 

r~cor.-~"" ~;rsion of producti vo fo.cili ties to pea. co time needs and the encouragement 

of the developmJnt of productive facilities and resources in less developod 

countries. 

11 (ii) To promote privo.te foreign investment by means of guarantees 

or participations in loans and othor i;nvostmonts made by privo.te investors; 

and when private capital is not available on reasonable torms, to supplement 

private investment by providing, on suitable conditions, finance for productive 

purposes out of its own capital, funds raisod by it and its other resources. 

n ( ••• ) ll1 To promote the long-range balanced growth of international 

trade nnd the maintenance of equilibrium in balances of payments by encouraging 

international investment for tho development of the productive resources of 

membBrs, thereby assisting in raising productivity, the standard of living and 

conditions of labor in their territories. 

"(iv) To arranGe tho loans made or guaranteed by it in relation to 

" J international loans thro~J.gh other channels so that the more useful and urgent 
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projects, large and small alike, will be dealt 1vi th first. 

"(v) To conduct its operations with due rogo.rd to tho effect of 

international investment on business conditions in the territories of mombo::s 

and, in tho immediate post-war years, to assist in bringing about a smooth 

transition from a wartime to a peacetime oconomy.n 

The Bank must be guided in all its decisions by those stnt od :~' lr p,) sos. 

In a measure they indicate the no..tu:re of tho responsibilities assu.mod by tho 

Bn.nk -- rosponsibili ties towards its mombors a.s v.rell as towards the privnto 

investors on whoM it must depend for most of the funds it will londo 

Members 

At present there are /+5 mcrnbers, 39 of which were represented at 

the Bretton V.loods Conference. Dem'lrk -vro.s adrr1itted in Mnrch 1946, while Itnly, 

Tu.rkey, Lebanon and Syria v.rere admitted to membership pursuant to action b_r the 

Board of Governors of the Bank at its first annua.l Iilooting in Washington in 

September 1946. Australia became a moEber in August 1947. Of the 45 nations 

which wore represented Qt tho Bretton Woods conference only four are not now 

members of the Bank -- Russia, New Zealand, Haiti and Liberia. 

Capital 

The authorized capi tnl ste> ck of the Bank is $10 billion, di v:i.dod 

into 100,000 shares of the par value of $100,000 each, which is available f 0r 

subscription only by members. The t otal amount of the capital stock vJl:d. ch has 

been subscribed to date is $8,224,500,000. The amounts of the S1lbscription of 

the ori~inal mombers were fixod n.t Bretton Woods. The subscription of DenLnrk 

was deter:r.J.ned by the Board of Governors nt its neeting in Savannah, Gocrgia 

in Harch 1946. The subscriptions of now nonbers nrc f i:x0d in agreer:cnt with 

such nmmbers nt tho time whon their advission for membership is ap~roved. 
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The subscription to tho capital stock is dividod into throe po,rt.J: 

l, 2% of the subscription is payable in gold or U.S. dollars. 

2. 18% is payable in tho currencies of tho respective countries 

..... to be loaned by the Bank only with the consent of the particular Ber bers 

whose C1.lrroncy is used. 

3. 80% is subject to call. It is n:)t ava.ilablo for use in lendiEg 

operations but can be called nnd used only to moe t tho Bnnk's obligations if 

this is ever necessary. 

Tho Bank as a Lender 

In carrying out its purposes the Bank seeks to pror.1ote private 

internn tional investment. It will nako 0r guo.rnntoe n loan onljr Hhen it is 

SQtisfiod that the borrower is unable otherwise to obtain the loan under 

conditions -v;hich, in tho opinion of tho B::1nk, are reasonable for th~ borro-vmr. 

Of course, the Bank must satisfy itself (n) that the purposes of 

the loan aro within tho scope of the Bank's oporations; (b) that the proceods of 

the loan will be used for reconstructing or developing the ·productive facilities 

and resources in the terri tory of tho borro1.·10r; (c) that the proj oct propos(;d 

is technically and economically sound; and (d) that the amount, terms and 

conditions of the loan are such that thero is a reaso:nc1.ble prospect tho. t tho 

loan will be repaid. 

Loans are mde only to menbers or undoi· responsibility of a nonbor. 

Since the mombor and tho Ba.nk have a co1:1.mon interest not only in tho sv.ccoss 

of the loan but also in the success of the Bank there is a closor relo.ti ,)nship 

established thnn is usually the caso botwoen creditor and debtor. Thoro is 

full opportunity for consul to. tion and exchange of pertinent infor i:lD. tion on 

all matters of mutuo.l intorost not only o.t the ti.oo tno l oan is mde, but 

throughout its continued existence. Tho loan agroer.1ents covoring the loans 
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already rode by the Bank contain provisions to the effect tho..t tho Bank bo 

furnished -v.ri th full informo.tion concerning all goods to be purchased with the 

proceeds of the loans nnd their utilization. The Bank will satisfy itself 

abdut tho ond-uso to which all purchases are put. 

Tho Bnnk as 8:.: Borrower 

As has boon stated the Bank depends in tho first instance ')n itn 

own S1~bscribed capital, of which 20% is paid in and 80% subj Get to call. Of the 

2.0%, only 2% is paid in gold or U ,S. dollars, the re:tl..c'3.ining 18/b is paid in the 

currency of the subscriber and can be used for loans only with its specific 

consent. At :present tho demand, as indicated by the loan ~pplications that the 

Bank has received, is almost exclusively for dollars. This is, of course, 

fundamentally a matter of production. The den~nd f or u.s. dollars sinply 

indicates that the rost of the world is not yet producing enough to enable it 

to obtain goods and services through domestic or normal international tr~de 

cham1els and that those are being purchased in largo ~art in tho United States 

bocnuso tho U.S. is able to supply them. Purchases hero r equire dollnrso 

Therefore, to turn again to tho Bank and its lending cnp~citio s 

fron paid-in capital, we see that its lonna.blo funds before nny l o2ns wore 

granted consisted of tho 2076 of the u.s. subscription paid in by that country, 

plus tho 2% in gold or dollars paid in by the other norber countries, a tot~l 

of approxi~ntely $725,000,000. 

The Bank has granted four loans aggregating $497,000,000 to Fr ance , 

the Netherlands, Donnnrk ~nd Luxor.bourg~ It is obvious, thoref.)re , that to 

meot tho needs of othGr prospocti ve borrcwors tho Bank must borrow funo.s fron 

privnto invostnent sources~ Incidentally, this is entirely in keeping with 

the purpose of the Bo.nk to stinulnte tho flow of private invostnont funds into 

international channels e-nd, indeed, the capital structure of tho Bank was 
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des:ignod with this in r.rl.nd. Bof :Jre cngo.ging in borrowing acti vi t ics in a 

mer.1bo:' country, tho Bank must obtain tho consent of tho.. t country, 

On July 15 the Bank engaged in its first borrowing operation with 

gre~t success. It realized $250,000,000 by the sale of two bond issues 

comprising ;;?150,000,000 of 25-year 3 percent bonds due in 1972 o..nd $100,ooo,ooo 

of 10-year 2-1/4 percent bonds due in 1957. The issues were sold through ~ore 

than 1,700 invcstnont dealers to priva te and insti tutional investors through-

out tho United States. The sel ling group \vas more than twice as large as tha.t 

in any cor:1parable rnnrketing operation. The bonds, which are general obligations 

of tho Bank, wore substantially over-subscribed. 

Use of Avo.i1ablo Ftmds 

Applications f or 1oo.ns now in tho hands of· the Bank and upon -vrhich 

no final action ho.s bean takon as yet, r oqu,ost n to-t-_'11 of npproxina tely one 

nnd one-half billion dollnrs. This should not be taken to mean that the Bank 

w:Lll lend that a'Ilount in t he near future. Most of these applications cover 

reconstruction or developmGnt progr ams extending over a period of years. 

The Bank necessarily must study, consider and evaluate these programs in their 

entirety, but it is not. x·equired to commit itself either for the full period 

of the program or for the full amount s-ought by the prospective borrot-.rer. 

Actually the Bank has evolved a loan procedure which includes the policy of 

successive advances where l engt hy reconstruction or development programs are 

involved. This has two obvious advantages: (1) it enables the Bank to spread 

its funds more widely among t he member countries, and (2) it permits the Bank 

to ascertain how a long- r ange program has progress~d q~ring a limited period 

of time before committing itself f or the long..,range project in its entirety .. 

In addition, by use of t his method of succ~ssivo advancost f unds are not made 

available more rapidly than the required sup~lio s of goods to be purchased 
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with the proceeds of the loan. 

Othor factors which influence loan docisi0ns are tho urgency and 

usefulness of the project or program to be financed; the relative political 

stability of tho prospective borrower in the degree that political considera­

tions affect economic considGrations; the degree of solf-holp which tho 

borrower is prepared to exert; the willingness on tho part of tho borrower to 

submit evi dence as to the use of the loan proceeds and the apparent o.bility of 

tho borrower to repay the loan when it falls due. 

The Bank and tho Unitod States 

It is very obvious that the loaning activities of tho Bank -v.d.ll have 

a beneficial effect u9on the recipients of :t ts loans, but you may well ask vlhat 

benefits derive to thG citizens of tho United States. All of us, as citizens, 

have a stake in the Bank, for it is, in the final analysis, our money that 

makes up the United States capital subscription t o the Bank and it is t h..; 

money. of our private and i nstitutional investors with which the Bank has 

augmented and will augment its loanable funds. 

Tho crux of the situation hns been expressed in nine words by 

John J., McCloy, President of the Bank, whon ho said "The World cannot exist 

half rubble and half sky-scrnper"., In other words, prosperity cannot be main­

tained in isolation. We all know the tremendous increase of production 

f acilities which att endc:d the war bore at home. Some estimate the incroaso at 

as much as 50 percent. 

As our war-created pent-up do~estic demand for most lines of goods 

diminishes we will be facod with tho pro blem of keoping our mines, mills and 

factories active fo r all of us to havo jobs. Only by the r ovive..l of intor­

nationetl commerce i s t his possible. It has boen ostinnt ed that right no\-r about 

~· one dollar in every fifteen of the national income comes from foreign buying. 
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This ratio must be maintained if we are to have our present degree of prosperity 

continue for l ong. 

The Bank and International Trade 

Discussion is now in progress in relation to tho so-called Narshall 

Plan f or European r econstruction. Undoubtedly the results of th~so deliberations 

will have a groat bearing on the rolo that the Bank will play in European 

restoration, both physical and econo~.ic. But whatever tho.t rolo may be, tho 

Bank through its reconstruction or d&velopment loans cannot help but be of 

benefit in increasing world commerce and international trade. Like tho ripples 

started by the thro1dng of a stone into a pool which circle out until they l ap 

the farthest shores, the economic consequences of the Bank's loans will extend 

from country t o country until tho cumulative effect is many tines greater than 

the original outlay. 

Only by a return t o D. semblnnce of oconomc s tability can peace be 

assured. The Bank is trying to help create this atmosphere in which such 

stability can be attained. 
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The magnitude and complexity of post-·Hal" inter!1a t ::tonal economic and 

financial problems ""'rere obvious evGn tvhile war was st:i.ll raging and dramatically 

indicated the need for unpre0edented measures of international cooperation. This 

pressing need prompted the representatives of 44- nations meeting at Bretton 

Woods, New Hampshire in July1 1944 to create t-vm great new international 

financial institutions designed to aid in the urgently necessary tasks of 

economic recons tr1..1ction of the war-devastated countries and the restoration of 

economic equilibrium and financial stability in other countries. Th~ tHo 

institutions are the International Monetary :B"'1.1 .. nd, whose objective is the pro-

motion of the free flow of 1.-1orld trade through the establislunent of stability 

in international exchanges, and the International Bank for Reconstruction and 

Development, whose aim, among other things, is to r estore the flow of inter-

national private eapital investments. 

As the 111onetary }:l'und is not the sv.bj ect of this talk -vre will pass 

it by except to mention that it iG intended to function primarily in relation 

to current trade and in the maintenance of international equilibrium and stability 

of internationa1 currency values~ 

The International Bank, on the other hand, provides long-term 

financial assistance to its members fo;r the purpose of reconst!'l.l.cting their 

economies or developing their prod1.1.cti ve facilities and resources in order to 

enable them to participate in a restored healthy international trade in goods 

and services. vJorld shortages can be met bes~:- by increased production, The 

war-devastated count ::cies in particular must be put in a position to resume 

production as rapidly as possible on a scale large enough for export as well 
I 

as domestic consumption. Hqwever, the financial needs of the respective 

countries are so great and the po1ftical and econornic conditions are so un-
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certain that in this period private investors hesitate to take the risks 

involved. It is intended, therefore, that the International Bank will bridge 

the gap by assisting in the r 2storation of economies to a point where they 

will be capable of attracting funds from wholly private investment sources. 

The Bank's Charter 

The full scope of the Bank is expressed in Article I of the Articles 

of Agreement as follows: 

"(i) To assist in the reconstruction and development of territories 

of members by facilitating the investment of capital for :_Jroduct:i.ve purposes, 

including the restoration of economies destroyed or disrupted by vJar, the 

reconversion of productive facilities to LJeacetime needs and the encouragement 

of the development of productive facilities and resources in less developed 

countries. 

" ( .. ) l.J. To promote private foreign investment by means of guarantees 

or participations in loans and other inves trnej1ts ma.de by private investors; 

and wl1en private capi taJ. is not a..vQ.~-le.ble on reasonable terms, to supplement 

private investrr~e nt by providing, on sui table conditions, finance for productive 

purposes out of its o1,m capital, funds raised by it and its other resources. 

" (iii) To promote the long-range balanced grol·rth of international 

trade and the maintenance of equilibrium in balances of payments by encouraging 

international investment for the development of the productive r esources of 

members, thereby assisting in raising productivity, the standard of living and 

conditions of labor in their territories. 

11 (iv) To arrange the loans made or guaranteed by it in relation to 

international loans throue;h other channels so that, the m0re useful and ttrgent 

projects, largG and small alike, will be dealt 1.-1ith first. 



- 3 -

"(v) To conduct its opera.tions 1-Jith due regard to the effect of 

international investment on business conditions in the territories of m9mbers 

and, in the immediate post-vJo.r yea:;:·s, to as3ist in brin~ing abottt a smooth 

transition from a 1-Jarti:ne to a peacetime economyo 1.' 

The Bank must be guided in all its decisionG by these stated ::~urposes ,~ 

In a measure they indicate the nature of the responsibj_li ties assumed by the 

Bank -- resl;onsibili ties tovJB.rds its members &S \velJ. as to\·.rards the private 

investors on whom it must depend for most of the funds it 1-r.Lll lend. 

EembGrs 

At present there are 46 members, 40 of vrhich vJere l"epresented at 

the Bretton Woods Conference o Denmark was adJni t tod in 1' ·arch 19/+6, while Italy, 

Turkey, Lebanon and Syria Here admitted to membersl-1ip pursuant to action by the 

Board of Governors of the Bank at its first annuc.l meeting in \:lash::Lngton in 

September 1946. Australia became a mm-:1ber in Aug-LISt 194 7, ancJ Finland in 

January 1948,. Of the 44 nations which vrere represent:::d at the Bretton lvoods 

conference only four are not nou r::embers of the Banlr.: -- R~1ssia, New Zealand, 

Haiti and Liberia. 

Capital 

The al~.thorized capital stock of the Bank is ~)10 billion, divided 

into 100,000 shares of the par value of /'JlOO,OOO each, vJhich is available for 

subscription onJy oy mer:.bers. The total amount of the capita l stock which has · 

been subscribed to date is ~:)8 ,263,100,000. The amounts of the subscription of 

the original men·,bers \vere fix8d at Bretton 1tJoods. ~he subscription of Denmark 

was determined by the Board of G'Jvernors at its meet.ing in Savannah, Georgia 

in March 1946. Tho Sl,_bscri~tions of new mer.1bers a r e fixed in agreement with 

such members at the t ime when their ad.mission for mGI!'lbership is apl)roved. 
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The subscription to the capi t ,2.l stock is divided into three parts: 

1 . 2% of the svbscription is payB.ble in gold or u.s. dollars . 

( ~~16 5' 262' 000 . ) 

2 . 18% is payo.bl;::; in the currencies of the respective countries 

($1, 487, 358, 000 . ) to be loaned by the Bank only w1th the consent of the 

particular meniliers whose currency is used. 

3. 80% is subject to call . ($6t610,480~000.} It is not · avaJ.lfibl o 

for use in lending operations but can b0 called and used only to meet the Bank 's 

obligations if this is ever necessary. 

The Bank as_s_~95r 

In carryj_ng out its purpos ~;s the Bank seeks to promote private 

international investment . :It w=i_ll maJ.::e or guarantee a loan only '\.Then it is 

satisfied that the borrower is unable other\,risG to obtain the loan under 

conditions which, in the opinion of the Bank, are rGasonable for the borrovrer . 

Of course, the Banl: mv.st satisfy itself (a) that the purposes of 

the loan are within tho sco~~;o of tl:.e Bank's ope rations; (b) that tho proceeds of 

the loan ·will bo u :3ed fol ... rocons tructing or developing the :0roducti ve facilitie s 

and resources in the torri tory of tho borrovrer; (c) that tho proj oct proposed 

is technically and economically sound; and (d) thu.t the amount, terms and 

conditions of the loan are such tha t thore is a reasonable prospect that the 

loan will be re:?aid . 

Loar:.s arc made only to members or under responsibility of a momber • 

.S i nce the member and tho Bank ht=-~ve a common interest not only in tho success 

of the loan but also in the success of tho Bank there is a closer reJ.ationship 

established than is usually the case bet-vreon creditor and debtor .. There is 

full opportunity for consu1tati.on and exchange of pertinent information on 

all matters of mutual interest not only at tho time the loan is made , but 
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throughout its continued existence. The loan agreements covering the loans 

already made by the Bank contain ~Jl'"'OVi sions to the effect that the Bar..k be 

furnished with full inforn1a tion concerning a1.1 goods to be J?urchased with the 

proceeds of the loans and their utilization. The Ba..11k ~,.r.Lll satisfy itself 

about the end-use to "'-'lhich all :~urchases are put. 

The Eank as a Borro\ver 

As has been stated the Bank depends in t he first instance on its 

otvn subscri bed capital, of which 20% is paid in and 80% subject to call. Of the 

20%, only 2% is paid in gold or u.s. dollars, the remaining 18% is paid in the 

currency of the subscriber and can be used for -loans oli~Y with its specific 

consent. At present t he demand, as indicated by t he loan applications that the 

Bank has r ocei ved, is almost exclusi voly for dollars. This is, of C01.:'.rse, 

fundamentally a matter of production. The demand for U.S. dollars si mply 

indicates that t he rest of the world is not yet pr oducing enough to enable it 

to obtain goods and services th~ough domestic or normal international trade 

channels and t hat t hese are being lJl1.rchasod in large part in the United States 

because tho u.s. is able t o su~ply them. Purchases here require dollars. 

Therefore, to t urn a P"ain to the Bank and its lcndins capacities 

from paid-in capital, \ve see that its loanabl e fu~1ds in u.s. dolln.r;J bo.foro any 

loo.no _vToro grantod conoistcd of tho 20% of the U.Se subscription paid in by that 

country, plus tho 2% in gold ·or ·dollo.ro paid in by tho other nonbor countr:i,es, a 

total of $731,847,000 • . In addition, Belr;ium has nad$ an equivalent of ~~2 million 

in Belgian francs nvnil~blo for londingo 

The Bcnk has granted four loans aggregating $497,000,.000 to France, 

the · Netherlands~ De:nr:u:l+k and Luxo:obourg~ It is obvious, therefore, that to 

neet the needs of other -pr,ospecti ve borrowers the Bank l;Jil!lt borrow funds from 

private investment sow-ces. Incident~,lly, th1s is entirely in keeping with 

the purpose of the Baru{ to stimulate the flow of private investment funds into 

international channels ~nd~ indeed, the capital structure of the Bank was 
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th@- purpose of the Bank to stimulate the flo',.! of private investment funds into 

international channels and, indood, t he capi tal structure of the Bank was 

designed with this in mind. Before engaging in borro\<ring activities in a 

member country, the Bank must obtain the consent of that count!'"'J. 

On July 15 tho Bank engaged in its first borrowing operation with 

great success • . It realized ~~250,000 1 000 by the sale of tvro bond issues com­

prising $150~000,000 of 25-year 3 percent bonds duo in 1972 and $1001 000,000 

of 10-year 2-1/4 percent bonds due in 1957. The i s sues were sold through more 

than 1,700 investment dealers to private a~d institv.tional investors throughout 

the United States. Tho selling group v1as more than t1:1ice as large as that in 

any comparable marketing operation. Tho :;~25o,ooo,ooo from sale of bonds,·addod 

to the · approxit1~teiy:~7JO,eoo,ooo · loQn~ble funds fran the Junk~c·cQpital :stock, 

minun tho ~~497 ~QOO,OQQ in 1onnS c.lroo.dy 2' 1C.C~o, lCaVOO 0. curro·nt .: balance of 

:-.pproximat6ly ~)480,doo,ooo nvt;iilable for further ·loans. 

yse ,wf Avail~blo Fu~ds 

Applications for loanr3 now 1n tho hands of the Bank and upon which 

no final action has boon taken as yet, r eques t a total of approximately one 

and one-half billion dollars. This should not bo taken to mean that the Bank 

will lend that amount in the noar future . Nost of those applications cover 

roconctruction or d ovolopmont programs extending over a period of years. The 

Bank necessarily must study, consider and evaluate these programs in their 

entirety, but it is not required to co~ndt itself either for the full period 

of the program or for the full amount sought by the prospective borrower. 

Actually the Bank has evolved a loan procedl:J.r o vhich includGs the policy of 

successive advances where l engthy reconstruction or development 9ro3rams are 

involved., This has ttvo obvious advantages: (1) it enables tho Bank to spread 

its funds more widely among tho mombor countries; and (2) it pormits the Bank 



to ascertain how a. long-range program has progressed dnring a limited period 

of time bGfore committing itself for the long-range project in its entirety. 

In addition, by usc of this method of successive adva:1ccs, funds are not made 

available more rapidly than the required sup;}lies of goods to be purchased 1-Ji th 

tho proceeds of the loan. 

Other factors which influence loan decisions are the urgency and 

~sefulness of tbe project or program to be financed; tho relative political 

stability of the prospective borrower in tho degree tbat political considera­

tions affect economic considerations; tho degree of self-help which the 

borrovmr is }?reparod to oxc~t; tho willingness on tho part of the borrower to 

submit evidence e.s to tho uso of the loan ~Jrocoods and tho apparent ability of 

the borrower to ropay tho loan Hhen it falls duo. 

Tho £?~nk . ..filld tho Uni tod Sta tos 

It is very obvious that t ho loaning activities of tho Bank vlill have 

a beneficial effect u:?on tho recipients of its loans, but you may we11 ask what 

benefits derive to tho citizens of tho United States. All of us, as citizens, 

have a stake in the Banl{:, for it is 1 in tho fine,l analysis, our money that 

makes up the United States capital subscription to tho Bank and it is tho 

money of our p;riva to and institutional investors \vith Hhich tho Bank has 

augmented and wil1 a-t.::..gmont its loanable funds. 

Tho crux of tho situation has bGcn expressed in nino 't>JOrd,s by 

John J. lvlcCJoy, President of thG Bank, whGn ho said 11 Tho '\,llorld cannot exist 

half rubble and half sky~sc:raper". In other \vorcls, prospori ty cannot be main­

tained in isolation. He all know t he trc?:londous incroaso of production 

facilities Hhich attended tho vrar hor·o at homo . Some ostin;nte the increase at 

as much as 50 porcont. 
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As our war-created pont-up domestic denand for most lines of goods 

diminishes we 'Hill be faced vrith the problem of keeping our mines, mills and 

factories active for all of us to have jobs~ Only by tho revival of inter-

national comDerce is this possible . It has been estimated that right nm.v about 

one dollar in every fifteen of the na+:.iona l income comes from foreign buying . 

This ratio must bo maintained if -vre are to havo our present degree of prosperity 

continue for long . 

Disct~ssion is now in progress in relation to the :varshall Pla.n for 

European rocons truction. Undoub'tJGdly tho r osul ts of those del5.bora tions will 

have a great boa:ring on tho role that tho Banl: 1triJ..l play in European restorati on, 

both physical and economic . In this connection, it is pertinont to refer to 

l 'Ir. John J., NcCloy ' s recent statemGnt that: 

11 As for the Bank t s role in tho provision of not.>r financing for Europe , 
I can only say that wo inte~1d to continuo to enploy O"'J.r available capital and 
our credit for tho llUrpose s for Hhich He wel"'G orgc.r1i~ed , and that -vm stand 
ready and Hilling to assist and consult uith Hl!atovor agencies may be 
es t ablished to :i_mplomont tho proe:ram«~ Our rolo in Europe may~ for the next fe \·J 
years , be somo1t1hat differont from \tJhat was onvi.8agod at Bratton Woods; certainly 
our financial participation 1..rill bo d-warf ed by that proposed for the United 
States . But I do not hesitate to say tha.t Ho \velcomo tho proposed :?rogram, 
bo t h be cause wo regard it as nocossar:r for Ev.ropcan recovery and because it 
1vill enable tho Bank to concentrate 0~1 the ::'j_nanc:ing of specific producti vc 
~roj ects and will relieve it from ttc pre::stlre of making loans which in effect 
are intended :primarily to moot balance of payments deficits" . 

But whatever that role may be, tho Bank t.hroush its reconstruction or 

development loans cannot help but be of honofi t in increasing \-Torld com.r.1erce 

and international trade . Like the ripples started by the throwing of a stone 

into a pool v.'hich circle out until they lap tho farthest shores , the economic 

consequences of the Bank ' s loans will extend from country to country un-C.il the 

cumulative effect is many tir..cs greater tb.an tho original outlay. 

Only by a return to a sornblq.ncG of ocono:mic stability can peace be 

~ ; assured + Tho Bank .is tryinc; to holT.) croa to this atmosphere in Hhich such 

stability can be attained. 
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