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December 8, 1949 

,I 

As our Government is seeking assistance from the International 
Bank for the execution of some of the projects included in the Seven-Year Plan, 
I believe it is appropriate for us to become a little more familiar with the 
Bank's organization, aims and methods. 

I shall begin by bringing to your attention that the International 
Bank, or as its full title stands, the International Bank for Reconstruction and 
Development, neither belongs to any individual country nor is run by any single 
government. To date, 48 nations have contributed to the Bank's capital and all 
of these 48 nations are participating in its administration. As a result of 
this international character, the International Bank does not interfere in any 
way in the political affairs of a member country. 

The Bank's authorized capital is fixed at $10 billion, divided 
into shares of $100,000 each. So :tar, more than $8 billion of this capital has 
been subscribed to by the 48 member countries. Participation in the Bank's }}fu ~ '!/ . 

~ capital varies from one country to another. For instance, the United States;~ 
~'-:J;.~.;/;e. ,.t4commi tted itself to iifte laPgest p;a;r;;t. Q;£ 4-il::ua ... Gapi±rl.,-aam&. · over $3 billion, 

/l/ftltf!H ~ while Panama's share is only $200,000. Iran's participation amounts to $33 ,600,000. 
Every member country has been called to pay 20 percent of its capital subscrip­
tion but the remaining 80 percent cannot be called except when all or some part 
of it is needed to meet the Bank's own obligations. In reality, that 80 percent 
forms a reserve which gives the Bank an extra protection. 

As its capital, the Bank's organization is also of international 
character. All powers of the Bank are vested in a Board of Governors, composed 
of one representative from each country. All decisions of the Board are taken 
by a majority vote. Every country has a minimum of 250 votes, plus a vote for 
each share it has subscribed to the capital stock of the Bank. Thus, Iran has 
a total of 586 votes. 

The Board of Governors normally meets once a year, but may call 
more meetings if necessary. These meetings could be compared to those of the 
general assemblies of stockholders of a private company. The Board of Governors 
has delegated the largest part of its authority to a Board of Directors composed 
of 14 members. Five of these Directors are appointed by the five largest stock­
holders of the Bank, consisting of the United States, the United Kingdom, France, 
China and India. The other nine are elected by the composite votes of 2 or more 
countries. Thus, 7 countries of the Middle East -namely, our country, Egypt, 
Ethiopia, Iraq, Lebanon, Syria, and Turkey - have combined their votes to elect 
one Director to represent all of them together. 

One may now ask, "What was the real motive which brought such a 
large number of countries to create the International Bank?" This is a pertinent 
question, but we do not have to look too far for its answer. The miraculous 
technical progress which has been achieved since the invention of the steam engine 
and most specially during the life of the present generation, has increased im­
mensely the production facilities of the leading countries. We can almost say 
that today there is no limit to the amount of merchandise of all kinds that can 
be produced by the well developed industrial countries of the World . 

L----~--~~~-----------------~--------~----------~------~~~--~----------~~-------------
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However, this gigantic capacity to produce can be used only as 
long and as much as there are people with possibilities to buy what is being 
produced. In other words, the dominant problem in the minds of the directors 
of the hugh steel mills, automobile factories, chemical plants, etc., is the 
same that occupies the minds of our own producers of cotton goods, carpets, or 
frui te. That problem is where to find a customer who may afford to buy their 
products. 

Learning their lessons by the bitter experiences of the economic 
crises preceding World War II, the advanced countries of the World have reached 
the conclusion that in today's world, the economic well-being and progress of 
each single countr.y is re~ated to the economic well-being and progress of all 
other parts of the orld. The richer the World, the better each country can ~ind 
a customer for its surplus production. Or, as an eminent American put it, it has 
been proved that "the World cannot exist half skyscraper and half rubble". 

Once having agreed upon this general principal, the question was 
to find ways and means to help towards the reconstruction of the war-devastated 
areas of the World and to help towards economic development of countries which 
are not taking full advantage of their natural resources. The creation of the 
International Balli{ is one of the •elutions, and so far, the most important solu­
tion found to this question. The function of the Bank is to guide and facilitate 
the flow of investment for productive purposes on· a worldwide basis. The Bank 
promotes private foreign investment by means of guarantees or participation in 
loans and other investments made by private investors. When private capital is 
not available on reasonable terms, the Bal~{ finances the productive projects of 
its member countries out of its own capital or with funds that it borrows itself. 
That is why the Bank can be of great assistance to countries like ours,which are 
in need of long term capital to develop their natural resources. 

This short explanation leads to two principal conclusions. The 
first conclusion is that the International Bank is not at all a relief agency. As 
a matter of fact, in its current operations, it works as an orginary banking or­
ganization. It lends money only when it has been assured that it is going to be 
able to get it back, capital and interest -- and that is not all. The Bank wants 
also to be sure that the money loaned is· going to be spent on specific projects 
with definite economic advantages, such as, projects to raise the country's agri­
cultural or industrial output, to improve its power and transportation facilities, 
and so forth. That is why the Bank, before making its decision, sends its ovrn 
missions to ever.y country which is applying for a loan. But if a project satis­
fies the Bank's requirements, it does not matter if the loan is asked for by a 
government or a private concern. Only if a private concern receives the loan, the 
respective government of the member country has to guarantee the execution of the 
tenns of the loan agreemento 

The second conclusion is that the Bank comes into the picture where 
the member country cannot obtain private capital on reasonable terms. In its own 
financing, the Bank is not limited in the amount of its loans to its capital. To 
procure additional resources, the Bank issues bonds which the private investors, 
aware of the sound business-like operations of the Bank, are now buying at premiums. 

Up to December 1, 1949, the International Bank has granted loans 
totaling about $731 million, has borrowed about $254 million from private investors, 
and shows a profit of about $18 million. 
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Up to almost a year ago,most loans granted by the Bank were 
intended for reconstruction of areas devastated by the War -- mainly, coun­
tries on the continent of Europe . Since then, the Bank's attention has been 
directed mostly toward t he under-developed areas of the World . A few loans 
have been granted already for the development of natural resources in some of 
the countries in South America and Asia . Other loans of the same type are being 
processed in the Bank right now. We Iranians, considering the labge natural 
resources of our country, cannot but hope that the International Bank will 
continue on its present trend and, if possible, extend still further its help­
ing hand towards the under-developed areas . 

Radio Address by Dr . Taghi Nasr, 
Alternate FiXecutive for Egypt, Ethiopia, 
Iran, Iraq, Lebanon, Syria, and Turkey. 
December 8, 1949. 
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