
  THE WORLD BANK GROUP ARCHIVES  

 PUBLIC DISCLOSURE AUTHORIZED 

 

Folder Title:  Beyen, J. W. - Articles and Speeches (1946 - 1950) 

Folder ID:  1651313  

Fonds:  Records of Office of External Affairs (WB IBRD/IDA EXT) 

 

 

 

Digitized: November 12, 2013 

To cite materials from this archival folder, please follow the following format: 
[Descriptive name of item], [Folder Title], Folder ID [Folder ID], World Bank Group Archives, Washington, D.C., United 
States. 
 
The records in this folder were created or received by The World Bank in the course of its business.   

The records that were created by the staff of The World Bank are subject to the Bank’s copyright.   

Please refer to http://www.worldbank.org/terms-of-use-earchives for full copyright terms of use and disclaimers. 

 

 

 

 

 

 

 

 
THE WORLD BANK 
Washington, D.C. 
 
© 2012 International Bank for Reconstruction and Development / International Development Association or  
The World Bank 
1818 H Street NW 
Washington DC 20433 
Telephone: 202-473-1000 
Internet: www.worldbank.org 
  

PUBLIC DISCLOSURE AUTHORIZED
 



DECLASSIF .~· 
WITH RES·1··Rl,. .... 1· ~\ ~ 'S - '· '"'.. t . 

WBG Archives' 

·~ IIIII/I ll/111/1/llllllllllllllll llllllllll llllllll 
·--:-:. ........ , "' A

1 
1881313 

Beyen, J . W. ~ Articles and S 992-007 Other 'II: 3 peeches (1946- 1950) 2120488 





INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

FOR THE PRESS 

NO. 1.3 

FOR REL~SE FOR AFTERNOON 
PAPERS, TUESD~\Y, OCTOBER 15, 
1946 

Speech ot Honorable J. w. Beyen, Executi~e 
Director for Holland . and Union ef South Africa 
of the International Bank for Re,onst~uetion 
and Development, to the Savings Bank Association 
of the State of New York at their Annual Meeting 
held at Chateau frontenac, Quebec, Canada on 
Oetob er 14, lS and 16, 

I think it is right to stress the special sig~ificanoe of th~s 
... 

occasion. The International Bank for Reconstruction and ' Development ~you 

will allow me to call it the InternatiGnal. Bank i:n ll\Y .f'urthe~ address -

cannot fulfill the temendous task for which it has been created-unless 

it can win and justify the confidence of the investing publif. This is 

the first time thqt a representative of the Internationc~l Bask· publicly 

meets the representatives of a ver,y ~ortant section of the _investors 

on . their invitation and is given the opportunity of discus sing with them 

th~ objects, structure and plans of the Bank. 

The Bank carries a great responsibility. It has bc·eri founded 

I 

to foster the reconstruction of the war .... stricken world ,and• as its Articles 

put it, "to encourage the development of productive facilities and resources 

in less developed countries"• . It is one ot the. most imaginat~!e ventures 

in the field of international cooperation that the world has ever seen 

and great hppes are built on its achievements. 

But great also is the responsibility of those who are trus~ed v~th 

the savings of the public. It is only with those savings that _the econo~ 

of the world can be restored and developed~ It is only by the rest9ration 
' . 

and development of the econolt\Y of the world that real savings_ cal}. cpme into 

being and that ·existing savings can retain their ·real value. Ultimate~ 
. '" . ' 

etonomi.c development and the accumulation of savings are t.v:.o a,gpeoi;p o;f the 
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same phenomenon: the formation of capital or in other words the creation 

of wealth. In the last instance the Bank and the trustees of the investing 

public are confronted with the same task and aiming at the same object. 

Their ultimate responsibility is a common one. They fulfill each a different 

part of the task but . they can only succeed together. It is essential there

fore that the.y should understand each other's functions. It is· ~ object 

today to make you understand ours; we realize that the.y are complementarj 

to yours. 

The International Bank is the twin sister of the International 

Monetary Fund. It is the task of the Fund "to promote exchange stability 

and to maintain orderly exchange arrangements among members". It is 

possessed of ample means to Gxtend short t erm credi-t, to it·s members. It 

is one of its purposes; "to shorten tho dur~tion and lessen the degree 

of disequilibrium in the international balances of payments of its members". 

The Fund's resources however are not intended to be used for transactions 

that are not "current transactions". A country that is in need of large 

imports of a non-current nature, either because it has to rebuild its 

war-battered economY or it intends to undertake development projects 

cannot use the resources of the Fund for the financing of such imports. 

It 1v.ill have to conclude long term loans for tha~ purpose. In order to 

obtain sue~. long term loans it has to apply to the investors of those 

comrti:r-ies that are possessed of surplus productive capacitye There is 

nothing new about that~ The C[:lpltal m? .. rket of s"..lch countries is - usually 

well orgarLi~od to br .. i ng prospecti7e bo:r·cowers an0. prospective investors 

togethE"~r ,: ':'he '~·,, :::rt·- ~:. :Jn a1·iscs w~1y :i.t wa~ f'E 1. C· :.1 ~c,e .ssary to create a special 

i..'rl ·::..c~·~ iE.i..:"i.o-J.d1 i~"}.std_tt.I·c ior: - e.n orr_,an -of th8 rlF.t-J.cns ci: tbJ vo:c-ld ..;.. to help 
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the eapital markets· fulfill a task which previously used to be fulfilled 

without such help.- . The answer is firstly that eonditi~ns in the. world 

after the second war are such that,· without such help, the capital markets 

of tho "surplus .countries!' could neither be expeeted nor asked to p-rovide 

the financing of the import needs of ·~ttered countries t? the nee ess?~ ' 

extent;· secondly that the experiene'e of the 1920 1 s has taught tha.t in thr::: 

labyrinth of after-w-ar conditions international lending may without· guidan.ee 

lose its vray andi thirdly, ~hat even after the world has settled dovm., 

development programs may not be able to find adequate fina.ne'ing facilities 

through private ehannels only. The Bank, as is c::<pressJ.y stated in the 

first article of its statui:cs,:· is menn~ to ;t2romote private foreign in

vestment, not to suppla11t it.- If the Bank is suc~·easful in :fostering the 

reconstruction of the world it vdll help· e~en.te . the eonditions ·under which 

private ;foreign ;nvee~t. -will ·again t~ke it~ · nntura.J. . plac·e in ·the world.~ 

Its ultimate task · ~ ap~rt b'-or.t. -g in such foreign ~5tment aad 

aeting as a g\dding and eoord:iJ;lating_ factor - :will then . be !oeussed on 
. . ~ . . 

is part of its ·task fr,O!n the ' begirining. · It : vrill become its major task at 

a later ~tage and the knowledg.e .. ·it ·will g:rad1L'=1l)~ ·~~ tn the fiold of 

economic devdopment·wUJ. -• it is hoped-- - -·enable · it to beeome on·e of the 
. '· 

main promoters of world · eeono~ progre:;s·.- · 
' I 

The -- IJlOlllb.er · eo~rles ·o:f' the I~~j.~na.). .Bank have _ made it their 

eormnon . .cause to .!oster tbe .. reeonet'rU.ction end . dev~lopmcnt of the world.-

Tha. t mep.ns · that they shilre ·the risk of imy loan th,at .... ~. ~-e. given and are 

responGible ... .for any . obJ.iga~ori ·· tJ1e -Bank··wUJ.,_ ~-~ .;J:t means .. _also that they 
• ' "' ' , : • ' I . . 

bave_.pledgod thetn:relves . ·by their part~ipatio:o. .. in the Fund···and the Bank t ·o. _. 
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cooperate in maintaining equili~riu.rn in the internationa.l balance of pay• 

ments - and everybody knows tlmt disequilibrium in the balance of payments 

has - in the past - been the main cause of default in international in~ 

debtedness. Last but not least - no borrower f:rom the Bank ifJ only e. 

borrower; he is always also n shareholder and has as such a direct interest 

in the soundness of the Bank r s lending policy and the good behaviour of its 

borrowers J no borrower can set a bad precedc;nt by his own behaviour without 

risking punishment as a shareholder for the influence his example may have 

on other borrowers. 

Two questions are Dnportant to the investor who is asked to 

participate in international lending through the intermediar~ of the Ban~: 

to what extent will it be possible for the Bank to avoid or help avoid the 

errors made in international lending in the ' 1920's 8nd the catastrophic 

events that followed in the 1930's? 

And what security does the Baru{ offer to the investor who has 

confided his money to it if the service of lo~ns it is giving with that 

money -or which it has guaranteed - is not being paid not~thstanding its 

efforts to avoid such errors? 

In an~ering the first question it is useful to recall brieflY the 

unhappy history of international lending in the inter-w.~-period. /J:ter 

World War I it took seven years before the IhB.jor economic and financial 

dislocation and disturbances that followed the cessation of hostilities 

were overcome. Around 1925 tho depr,ession that followed th~ after-·war 

restocking boom was over. The currencies of those European countries that 

had been rocked by inflation were being reestablished on a stable basis. 

Most countries went b~ck to the international gold standard, that is to an 

international system of currencies freely interchangeable at fixed "parity" 
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rates ·ef exchange. Confidence :in the ·. internationri.l ecenomie situation was 

restored and international leriding .started to take place on an unprecede~ted 

scale. .. Fer a very large . part this int'erric,tional lending walJ done on a. ~hort

ter.m ·basis from mone.y markets overflowing With money to monc,y markets where 

money was ·.in dema.rid. Then, :1n the wake of ·the crisis of 19291 the :situat!on 
I 

in the .bor~wing countries deteriorated and in 1931 tho lenders at short 

term l~st eoiu'idence and started to eall their mcney back. The lending Qn 

short term had created a semblance of equilibrium in the international 

b~lane~ of payments• The recalling of that money did not cause the dis

equilibri-um·, lt 'only n~de it ·apparent. The world had been living in a 

fool ·1s par~di.se and 1931 was its hardawakening. · A process of disintegration 

set in that made some countries "go ttf g'old" and forced others to introd,uce 

exchange restricti•ns• · Bef4re long the service of international long term ., 

loans became im.pniredr International trade; already hampered by protective 

tarif.t's before 1931, was encUlnbered more and more severely by a eombination 

of monetary and commercial cont~ols only partly justified by real balance 

of payment · difficulties• 

It is not the place here to go into a careful analysis of these 

unfortunate happenings or to describe how they created a favo~able climate 

f~r the growth of the totalitarian aspirations that ·plringod the world into 

World War II. What asks for our attention in connection with the work of 

the International Bank are tho errors com·nitted before 193l rather than the 

consequences of those errors afterwards. If one lesson can be learned from 

the events of the years after 1931 it is that once an economic and financial 

t!risis has set in there is very little t.hc1.t can be done about it. Once a 

ool:la.pse of -that kind has started because nothing was done to prevent it_, 
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it can no longer be stopped. The crucial moment for the prevention of the 

crisis of 1931 would have been the recognition i~or shortly afte~l925 

that the fundamental disequilibrium in the world's economic and financial 

condition was still far from eliminated and that many factors fomenting 

disequilibrium were still at work~ That short term lending took place on 

such an unprecedented scale was only because there vras a fundamental dis

equilibrium in the balance of payments. If there had been equilibrium no 

such large amounts of money finding no employment in one country and flcrvdng 

to fill the gap in others would have existedo I do not want to say that 

international bankers on the whole showed any better judgmanttof the 

situation than most of the politieians. But oven the worst lack of 

judgment could not have led to international short term lending on such 

a scale if the situation had been sound; in a sound situation the glut of 

funds seeking short term investment would just not have been there. 

The first re:;quirement to avoid repetition of what happened· in the 

second decade of the inter-~.r period is therefore a timely recognition of 

the situation and of the factors causing disequilibrium. Broadly speaking 

those elements are economic dislocation, caused by war, trade impediments, 

capital flight and heavy price fluctun.tions. In creating the two Bretton 

Woods organizations, tho nations have equipped themselves with better in

struments for the speedy recognition of such elements than they ever had at 

their disposal before. 

The second requirement is that the right measures to cura the -

situation should be taken. The Bretton Woods organizations and the other 

international organizations existing or being built up under the augury of 

the UoNoOv should provide the machinery to find the right CUT'Go They should 
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also be able to prevent the application of methods that hide the defects 

of the sit~~tion instead of curing them such as the large scale short term 

lending that took place between 1925 and 1931. It is wise not to be too 

optimistic about w!~t international institutions can do to avoid the errors 

that have been corunitted in the _past. It is especially wise fo~ those who 

lead such iil.sti tutions to be diffident of -vvha t .human insight can teach, 

Bankers, economists and even politicians should be modest; as the famous 

saying goes, they have a lot to be modest about. But the sufferings of 

the last twenty years have opened the eyes to many aspects that seam obvious 

now and were misjudged at the ti.mo. The "avmreness" -is inuneasurably greater 

and international cons~tation and cooperation are being organized so as to 

enable consciousness to mako a little .more than just cowards of us all. 

There is. reason to belifNe that, at any rate in the field of international 

lending, the chance of fundamental errors has boen greatly reduced. 

But however important that may be t o the investor - and it is 

important to him not only in the negative sense that it 1vill protect the 

investment he made but also in the positive sense that it enables pro

ductive use for his future investments - it is not enough. He has tho 

right to ask what protection there is for him, in case unavoidable errors 

are committed and what risk he runs if unavoidable disasters occur. He has 

a right to know in which way the nations that oooperate to foster foreign 

lending do look after him,not only by their collective judgment but also 

by their combined financial strength. 

To make that clear I' have to end this address by "talking balance 

sheets"• The International Bank has an authorized statutory capital of 

$10 billion. Of tlus about $8 billion has been subscribed at this moment. 
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might be defaulting. Also some of the shareholders might not be in a 

position to traJlsfcr the a.molint of their non-paid subscription when ealled 

to do so.· . But unless the total of such defaults by shareholders nnd 

debtors would surpass half of the total, that is ten billion dollars, the 

creditors of the Bank would not yet run any risk • . Amongst the non-Paid 

subscription of 8 billion dollars 2 .)40 hundred million are owed by the 

United States. · 25% of the obligations are alroaqy covered by this claim 

and the remaining 7·5·billions aro therefore covered b,y assets and cl,aL~ 

totalling 17.5· billions. Amongst these assets a considerable amount will 

be, of course, held in liquid form in convertible currencies. One must 

take an extremely pessimistic view of the solvency of all the other member 

countries and of the sort of loans the Bank is going to give to assume that 

the obligations ot the Bank would not be more than fully covered. 

The loans to bo given by the Ban.l.c will be loans to member govern""!' 

ments or guaranteed by momber goverruncnts or by its central bank or some 

comparable ageney of the member government acceptable to the Bank. They 

vdll be for the financing of well defined projects of reconstruction and 

development. The Bank will not give any loans without careful study of 

such projects and the use of the money shall be carefQlly supervised~ The 

Bank is being organized to carry out such studies and will have the best 

available information at its disposal because of its special structure and 

-
its close relations vdth the International Monetary F'und, other inter-

national organizations and the gove:rnmonts of its mo,mbers .• 

It is wi'th confidence therefore tha:t the Bank is going to appeal 

to the investor and to ask for his cooperation in the carrying out of its 

task. The Bank is not supposed to undertake the relief of col.Ultries_. It 
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is equipped with the means to finance reconstruction and development 

wherever such reconstruction and development can be considered an econo

mically sound undertaking. It can because of its strength and structure 

do more than the private investor could do directly at this moment. It 

can take risks the private investor would recoil from because it possesses 

agreatcr_knowlodge and because it is an agency of the nations themselves. 

Because of this greater knowledge it '\vill on the other hand avoid risks of 

the kind so~etimes taken by private investors in the past. It will not be 

lured into .greater risks by tho attraetion of high interest rates, dctri

mentel to the debtor and never a real compensation for the risk incurred. 

If tt is successful. it will see private international lending taking the 

;field again. By that time it hopes to have established itself as a usefUl 

agency that will have its coordinating and· eo~tructive task alongside v.rith 

private lending. It ·"wi.ll .neod the ·eonfidenee of the private investor then 

as it needs his ~onfidenee now though the relative proportion of the 

activities of the Bank and of private ag8ncies may bo different. As I said 

in the beginning of this address their aim and object are ·the same - it is 

only ·by-the creation -of -wealth that .savl.ngs ·can oome into being and that 

their- real -value · ee.n be preserved. It is only ·ther.eby that the standard 

of living of· the peoples of the world can be raised. It is with that object 

in mind · that the Bank must got to work-. It is for that object that "it is 

asking_ your cooperation, . . con-scious of the .responsibUity it has towards you 

and_ eonfident . that it . will _justify your trust. 



1 . At the moment this paper is written nearly eight months 

have elapsed since the Executive Directors of the International 

Bank for Reconstruction and Development held their first meeting . 

During those months an organization has been built up to deal 

with the Bank ' s business . The first Annual Meeting of the Board 

of Governors took place in Washington from September 27th to 

October Jrd. The Bank bas called part of its capital and is busy 

considering a number of Loan Applications . The marketing of its 

bonds on the American market is in preparation. The Bank, in 

other words, is getting ready to do business but it has not done 

any business yet . Gradually the problems that it will have to 

solve in fulfilling its worldwide task are emerging from the 

dawn of theoretical discussion into the daylight of practical 

decisions . As was to be expected many of theseproblems show a 

difference in shape and proportion from what even the most visionary 

of the Bank1 s sponsors had forseen . uestions arise that escaped 

the eye of the planners . Whoever writes about the Bank at this 

instant must realize that many of its ultimate features can still 

only dimly be recognized. So far the liftingof the morning mist 

has taught him tha t the landscape is richer and more varied than 

his imagination made him expect . He is not yet able to draw a 

map . But he can try to describe the mountains he sees even if he 

cannot yet exactly determine their exact distance or height and 

has to make a guess as to the steepness of their approaches . 
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2. The Bank was conceived as an essential part of the 

international monetary system devised at Bretton Woods . No 

international monetary system can assure monetary stability in the 

world unless international capital movements are financed in an 

appropriate way . In a world, disorganized and devastated by war 

no such system can be built up unless the needs of reconstruction 

are met by adequate means and "private channels" cannot be expected· 

to provide such means . vlithout the help of the Bank reconstruction 

would remain a dangerously slow process that would tend to upset 

the international balance of payments, thereby frustrating the best 

organized attempts at achieving international monetary stabi lity . 

Relief and reh bilitation by grants in aid can do no more than lay 

the foundations for reconstruction. The war-ridden countries must 

put their house in order by their own effort . Whatever capital 

they need they must borrow and ultimately repay . No self respecting 

-nation can accept it as a gift . The International Bank is based on 

·. the principle that the United Nations should carry the risk involved 

in the lending of such capital to any one of their members as a 

cowaon risk because the reconstruction of the world is their common 

responsibility. This common res~onsibility , however , is not confined 

to the task of reconstruction. The war has sho\V"n that the potential 

productive capacity of _the world at large is vastly greater than 

anybody expected. At the same time it gave birth to an acute con

sciousness of the economic bacbvardness still prevailing in wide 

areas of the globe . Economic development of those areas is felt to 

be a duty to\.,rards mankind shared by all nat ions . 

3. The Bank is a financial institution intended to provide a 
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channel through which the savings of surplus countries can safely 

be invested into the reconstruction and development of other 

countries . As all banks it is devised to prevent impossibilities 

of finance from stifling the growth and barring the outflow of 

production. Its success in carrying out this task depends on the 

security it is able to offer to the investor . But at any given 

moment its activity - in scope and speed - is dependent on what 

the productive apparatus of the world is able to achieve . 

In a world dislocated, disorganized and devastated by war 

that ability is reduced by many factors of a non-technical nature . 

The war has done more than destroy buildings and machinery and 

deplete stocks . Economic and political systems have been thrown 

over and disorganized. In the surplus countries adaptation to 

peacetime conditions has proved to be much more than a technical 

problem. The picture varies from one country to another . Recon

struction appears to be disconcertingly different from what was 

envisaged a year or so before the end of hostilities . On the one 

hand the capacity to get going, to patch up, to recover to some 

sort of normal life is much greater, here and there, than was 

expected. The stream of surplus goods into the war-ridden countries 

on the other hand is slower and narrower and the capacity to use 

them much more limited. Immediately after the liberation import 

needs for reconstruction purposes \·ere glibly measured by individual 

countries in billions of dollars . Imperceptibly practical estimates 

have shrunk by no\;r to hundreds of millions or lower . 

4. The history of international investment m nee the first 

world ,.,ar is far from happy. Nobody can blame the private investor 

for being scared of buying bonds of foreign countries in a world 
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turbulent with political troubles and struggling ,.,i th the economic 

and financial desequilibrium caused by the war . He is bound .to be 

haunted by unhappy memories and to be afraid of taking risks he 

cannot measure and that cannot be ade~uately covered by an interest 

rate, however highly geared. In order to induce him to ~end his 

money for the purposes of international reconstruction and 

development , the Governments have decided that risk should be 

shouldered by the community of nations . 

Section 2 of Article III of the Banks Statutes limits the 

total of the Bank ' s guarantees and borrowings to one hundred percent 

of its unimpaired capital, reserves and surplus . Twenty percent of 

the Bank ' s capital is paid up and eighty percent remains callable to 

meet the :Bank' s liabilities . Assuming that the full authorized 

capital of 10 billion dollars would be subscribed and that the Bank's 

operations were extended to its full statutary limits (and neglecting 

for the moment the existence of reserves and surplus) - the Bank 

would have 12 billion dollars in assets and eight billion dollars 

callable on capital against 10 million dollars outstanding liabilities . 

Its liabilities would therefore be covered two hundred percet . I t 

is clear that as long as the Bank1 s operations remain below its 

statutory limit (and it is unlikely that they will ever reach this 

limit whilst they will certainly remain considerably below it for 

years to come) the covering will be proportionately higher than 

two hundred percent . The decisive question to the investor is of 

course how much of this covering he will consider as unimpaired, the 

minimum for complete safety being a hundred percent of the total 

liabilities of the Bank. Amongst the total he will find liabilities 
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for non-paid capitalof member countries whose financial capacity 

he may not consider beyond doubt; he will find payments on capital 

in local currency the transferability of which he may question 

notwithstanding the. clause that for the purpose of meeting the 

liabilities of the Bank all such currencies will be freely 

transferable; and he will find loans to countries whose ability 

to meet their international obligations he may not consider unim

peachable under conditions of stress. On the other hand he will 

find that 85% of the non-paid capital is in the hands of countries 

that have never defaulted on their international obligations. If 

we take a pessimistic view and assume that obly 75% would ~ontinue 

to do so (the United States, United Kingdom and Canada together 

have 48%) 60% of the liabilities would be covered that way leaving 

40% to be covered by three hundred percent in assets amongst which 

assets there will be always a considerable amount in liquid assets 

in convertible currencies and several loans to countries whose 

credit is beyond doubt. 

5. But the investor is not only interested in how he would be 

covered at a~ moment on the basis of a balance sheet. He is 

interested in an investment that is a source of regular income and 

the maturities of which are met as and when they are due. To 

assume this the Bank will under all circumstances have to maintain a 

considerable liquidity. 

6~ As indicated above 20% of the Bank 1 s capital will be paid 

up. 10% was paid up by the er~ of November 1946 and the remaining 

10% will be paid up by the end of l·~Y 1947. Two percent of the capital 
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has been paid in gold or dollars , whilst 18% are paid or will be paid 

in local currencies . Of these local m1rrencies only the U. S. A. 

dollars will be freely available for the extension of laons . The 

other local currencies may be used in so far as borrowers are in 

need of them for the payment of imports from the respective countries 

but the consent of those countries is necessary for such use . For 

the moment the total amount of currencies other than U. S. A. dollars 

to be used for giving loans will be limited. The greater part of the 

holdings of such currencies - in so far as they are not used for local 

expenses - is to be considered merely as security for the liabilities 

of the Bank . According to the Articles of the Bank they are freely 

convertible for that purpose but no for any other purpose . The 

available capital of the Bank will consist therefore mainly of the 

two percent paid in gold or U. s . dollars (less certain deferments) 

amounting to about $146 , 000 , 000 plus the 18% payment by the U. S. 

C~overnment and $571 . 500 million equals $717 . 500 . 000 . 

7 . If the Bank is to p1aythe role in reconstruction and 

development entrusted to it , it will give loans to a much larger 

amount . Experience with loans given by U. s. agencies like the 

Export-Import Bank has shown that there will always be a considerable 

time-lag between the granting of loans and their actual use . As the 

Articles of the Bank prescribe that the Bank \vill permit the 

borrower to draw on the loan 11 only to meet expenses as theya-re 

actually incurred" (Art II Sec . 5 Sub c), there will always be a 

relatively large amount of 11 commitments 11 to borrowers which the 

Bank will hage to consider as a liability and against which it will 

have to hold liquid assets, a 11 spreadtt t>~hich is bound to gorw as the 

business of the Bank expands . In hov1 far it tvill be necessary to hold 
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liquid assets covering the full amount of this spread depends on 

various factors, the most important being the ready marketability 

of the Bank's debentures . But it is clear that a considerable pro-

portion must be available in liquid form . In all probability total 

commitments will soon reach the amount of the Bank's "availa-ble" 

paid up capital . This means that the vailable part of th~ Eank1 s 

paid up capital must be largely considered as 11 working capital" , 

or, in other words, that only a small part of it can be actually 

invested in loans , at any rate as long as the Bank is expanding. 

Ultimately , once the borrowings of the Bank are approaching the 

statutory limit , a situation '"ill develop where theBank \'lill not 

incur new commitments and then, gradually all the loans granted will 

be taken up . It is only in that stage that both the pa.id up capital 

and the money borro\ved by the Bank would become invested in loans. 

But it will take a considerable number of years before that stage 

is reached . I n the meantime the Ba~~ will have been building up 

the special reserve, provided for in its articles , from the one to one 

and one half percent commission to be charged on all loans and 

guarantees (see Art . Iv Sec . 4 , 5 and 6) . This special reserve is 

to be held in liquid form and can only be used for the meeting of the 

Bank's liabilities. It is to be considered as a second expression of 

the pr inciple of "mutual aid 11 contained in the structure of the Baalc, 

in this case a 11 mutual aid 11 between debtors . It is clear that the 

Bank would al\-rays have to keep, in liquid form, sufficient funds to be 

able to meet its current obligations even before the special reserve 

fund has been built up . At any given moflent of its development the 

Bank will therefore have sufficient liquid funds at hand to meet 

current liabilities, and ample ti~e to call in, as far as necessary , 
,. 

non paid capital . 
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8. The Bank ' s income will consist of interest on its short 

term investments, interest on loans , and, possibly, co~~issions to 

be paid on commitments to borrowers . The statutory Co1~ission mentioned 

above is not free income but rather a contribution to a pool . The 

Bank's current expenses should be relatively low as the Bank has no 

day to day business, and only deals with a limited number of 

clients . It needs a high grade staff but not a very large one . 

The current expenses should be largely overcovered by the income 

in the Bank's 11working capi tal 11 , \vhich if calculated at an average 

of 1% would yeald more than $7 million a year . 

9. Income from i nterest on loans and cow1issions , plus a 

surplus on income from liquid investtlents is destined to cover interest 

charges on the Bank's debentures . Although, as we have seen, the 

holders of such debentures are >Tell covered against the risk of 

default from the side of the Bank ' s borro\\Ters , the Bank, as a 

going concern, depends on their solvency. The Bank is scheduled 

to maKe it possible for the investor to invest his savi ngs in 

international reconstruction and development. The member countries , 

as has been said, shoulder the ris~ of such investment . But it 

is not the intention that the Bank should take bad risks . Article 

III Section 4 Sub 5 expressly states that the Bank shall pay due 

regard that "the borrower '"ill be in the posit ion to meet its 

obligations under the loan11 • The borrower, it should be noted , 

(or the guarantor) is always a member country. 

10 . The impossibility for a country to meet its external 

obligation is nearly always caused by transfer difficulties . The 

solvency of the Bank's debtors depends theeefore on the Fund 1s 
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success in making currencies "convertiblen , or in other words on 

the establishment of an international monetary system that can 

stand the stress of a world crisis . The future of the Bank as a 

going concern depends therefore ultimately on the success of the 

whole system of international economic cooperation that ts being 

embodied in such international institutions as the Economic and 

Social Council , the International Trade Organization, the 

International Honetary Fund and F •• 0 . and the Bank itself , and 

last not least on the securing of world peace by the U.N. O. 

It shoulinot be thought , however , that the Bank's existence 

depends on the immediate and complete success of such organizations . 

The Ban..k is strong enough to '"'eather minor storms and even major 

storms provided the latter are of limited duration. Acute transfer 

difficulties of a world-\,ride nature have , so far, mainly been caused 

by sudden movements of capital either in the form of ca9ital flight 

(hot money) or in the form of withdrawal of short term international 

investments . There is every rea.son to believe that capital flight 

of a major scope can and will be prevented in the future even after 

currencies have become 11 convertible 11 whilst short term international 

l ending is unlikely to take place on anything like the dangerous 

scale it was undert~~en in . the late twenties . 
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BRETTON WOODS 
I.B.R.D. NAT.ZTG, BASL.NACHR., 11/5, report on a lecture on the I.B.R.D. 

given by Dr~~J~~ en, .. Executive Director of the I.B.R.D. and the I.M.F., on 
lOth May, to the Basle Statistical Society. 

The speaker, after pointing to the manifold problems that arose as a 
consequence of the war, paid tribute to the reconstruction effort made by the 
war-devastated countries of Europe, which required financial support from 
countries which, in spite of the war, still possessed surplus production 
capacity. The realisation, in 1944, that reconstruction would be impossible 
without substantial foreign capital investments in the war-devastated countries 
gave birth to the I.B.R.D. The Bretton Woods system, which aimed at 
restoration of an orderly monetary world system with free and stable currencies, 
would have been incomplete without the Bank. But the conception of free and 
stable currencies presupposed a system or foreign trade that was not 
concentrated in the hands of Govts, lest the exchange rate should be relegated 
to a mere instrument for settling accounts in transactions between the Govts 
concerned, thus losing direct influence on the formation of prices at home . 
In such a world the Bretton oods system would be a meaningless fiction . 
What was needed was a revival of international capital movements to make 
possible the reconstruction of a 11 non- etatiste" economy. But such an 
international movement of capital could not be expected from purely private 
economic sources, becau e of the political risk involved and the lack of 
confidence in the success of reconstruction. The International Bank had been 
created to relieve private capital investments of the political risk and to 
break the vicious circle within which lack or confidence in the success of 
reconstruction prevents capital investment and lack of capital investment 
makes reconstruction impossible. The basic principle followed by the I.B.R.D. 
was to let this risk be assumed by the participating countries together, in 
proportion to their financial capacity, and not to replace private capital 
investments by international Govt loans. If the Bank was successful its 
activity would necessarily be limited in point of time . In the field of 
reconstruction the Bank's ultimate task was to make itself su~rfluous . On 
the other hand it was to be expected that the development of backward areas 
would also, in the long run, make demands on the international capital market 
hioh ~uld not adequately be met solely by private financing . It was to be 

expected that the Bank would gradually gather such experience in international 
financing that it would become an indispensable factor in the international 
finaneial system even of the more distant future . Although the financial 
resources required for reconstruction had been assessed at a much higher 
figure than the Bank's capital, the pace of reconstruction was determined by 
the available surplus of production capacity throughout the world - not only 
by the surplus in the capital-exporting but also by that in the eapi tal
importing countries . In practice, the Bank had been confronted with a number 
of difficulties - partly unforeseeable and partly under-estimated - which had 
substantially restricted its early activities. It had been clear , from the 
outset, that in the early years of the Bank the private investor would only in 
certain cases accept the guarantee of the participating countries for the Bank ' s 
capital at its full value . Moreover, it had to be expected that , during the 
reconstruction period, only a limited number of countries would be able to 
afford capital investments abroad. But owing to political and economic post-
ar developments, only the u.s., practically speaking, was regarded as 



providing a full guarantee, being the only capital market able, for the time 
being, to undertake international investments on a -ubstantial seale via the 
Bank. Experience had shown that, while the u.s. capital market was quite 
capable of absorbing bonds of the Bank, this took place on a smaller scale than 
had originally been~pected. But fer more important than this limitation of 
the early activities of the Bank had been the discovery that the recon truction 
ideal embodied in the Bretton ods institution ould not be realisable by 
means of capital raised from private investors. ~ile the European countries 
had made a laudable reconstruction effort, they had greatly under-~stimated 
the demand on available foreign means of payment and foreign credit resources 
by the actual pace of reconstruction and the targets set. Unforeseen military 
expenditure• unfavourable price developments in supplier countries and a bad 
harvest had caused insurmount ble balance-of-payments difficulties in the 
countries concerned. The u.s. had decided to act vis-a-vis Europe, for a 
number of years, not only as a supplier of capital but also as a bearer of 
losses - a decision based on the realisation that an economic system in 
accordance with the conceptions of the u.s. could not be maintained if 
reconstruction was not rendered possible together with the preservation of,,a 
certain standard of living. It would be a mistake to assume th t this blood 
transfusion was at the same time a useful blood-letting for the donor. The 
surplus of production capacity in the U.S. was by no means so great or so 
general that Marshall aid merely represented a necessary utilisation of 
other ise idle labour and machines. Had this been the ease the u.s. would 
have had no need to worrw~ as in fact it did, about the inflationary effects 
of Marshall aid, and to postpone a much desired cut in taxes in order to make 
possible the budgetary financing of this relief action. Marshall aid consti
tuted a real sacrifice on the part of the c.i tizens of the U.S. Referring to 
the Bank's role in relation to the sarshall Plan, Dr. Beyen stated that only 
as the result of that plan could the Bank take in hand the tasks for which it 
was designed, since the .arshall Plan would do no more than create the 
conditions under which true reconstruction could really e undertaken. It 
would lay the foundation for such reconstruction, and, at the same time, create 
the conditions for the further development of non-European continent - which 
would only be possible to a limited extent unles Europe revived. The I.B.R.D. 
was still in the stage of development for its great task, and the interesting 
aspect of this task as the close collaboration it involved with private 
finance. The management of the Bank was looking for ard to the time when it 
ould be able to internationaliee the Bank 's activity so that it would no 

longer be dependent on one capital market alone. In thi connection Dr. Beyen 
referred in particular to Switzerland, expressing the hope that the Swiss 
bankers would be prepared to cooperate with the I.-B.R.D. 

In the course of the following discussion, a S iss banker expressed the 
view that the Swiss banks would be prepared to cooperate with the I.B.R.D., but 
emphasised that the terms and conditions for the participation of S iss capital 
must necessarily conform to those prevailing on the Swi s market. This applied, 
in particular, to the rate of interest offered to ould-be investors in I.B.R.D. 
bonds. 
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Statement of Account NAT.ZTG, 12/5. The statement of account for April 
shows an increase in ~balance-sheet total from Swiss gold francs 555.8 
million to 562.4 million. 

BRETTON WOODS 
I.B.B:D: NAT.ZTG, BASL.NACHR., 11/5, report on a lecture on the I.B.R.D. 

given by nr:-J.W. Beyen, Executive Director of the I.B.B.D. and the I.M.F., on 
lOth lv'T.ay, to the Bas.le Statistical Society. 

The speaker, after pointing to the manifold problems that arose as a 
consequence of the war, paid tribute to the recons-truction effort made by the 
war-devastat9d countries of Europe, which required financial support from 
countries whi~h, in spite of the war, still posse~sed surplus production 
capacity. The realisation, in 1944, that reconstruction would be impossible 
without substantial foreign capital investments in the war-devastated countries 
gave birth to the I.B.R.D. The Bretton Woods system, which aimed at 
restoration of an orderly monetary world system with fx·ee and stable currencies, 
would have been inoomplete without t}le :Sank. But the 0on.ception of free and 
stable curr~ncies presl,l.pposed a system of foreign trad·~ 1;hat · WCJ.a not 
concentra~ed in tbe hands of Govts, lest the e:xcharige :t:"ate should be relegated 
to a mere instrument for settling accounts in transactj ons bet-;.;em.1 the Govts 
concerned, thus losing direct influence on the formation of prices a:t home. 
In such a world the B;retton Woods system would be a meaningleas fiction. 
What was need.0d 1·ras a revival ot inte:cnational (~apj.tal move:·Jonts to raake 
possible tr1'3 r.:3cunstruction of a "non-eta-f:iste" economy. But such an 
internatio::.1al movoment of capital could not be expected. fro:n p,}.rcly private 
economic sources ·' because of' the political ::~j.sk i:i.rvol· ·~ ·(Hi and ~he l6.ck of 
confidence in the success of reconstruction. t ~I .. he Inte:r:n.P..t:lo!1til B~.r .. k Y1uJ. been 
created to relieve private capital m··test.).~l'~nrts vf t!le political risk and to 
break the vicious circle within whi0h l~:v~1:: o.f co.nfi<ie:.1cu in the succes~ of 
reconstruc-i~ion p:;;·events capital ;i.nvestms.o.'.i a:o.1 la::k of ~)a,pital in-rro-s·Lment 
makes reconstruction impossible. The baH~.e l1!"iD·; J.:ple folloiv6<.1 by to.c I~B .. RcD. 
was to le~ i·.his :ciiJk ba assumed by the :pa:rt:i c,5.pd~ing co~..mtrif:;S togo-1-;her, in 
proport~on to th0i·r fina:10ial capacity, a~ t~ :~ Yl .•. ::,i~ to replace p~::-iYate ·~apital 
investments by international Govt loans o r t· tb.·;;t }Junk was auccessf\::.1 its 
activity would ne{;essarily b~ limited i:a :po ~~::1t of ·t;ime. In the fj_eld of 
reconstruction the Bank's ultimate task l·ra~ to rn;-t'ke itself snporfluous. On 
the other hand it was to be exp~cted ·tha·t ·;;·i1e c .. r...~' 'i0lop~ant of backJ.re.rd ~reas 
would also, in th~ long run, make dema!'lds on th.:J intel"Y.l:J.tional capital market 
which could not adequately be met solely ~jy :pri·vata fj_nancillg. It -vras to be 
expected ·that the .Bank ·would gradually ga·~~.ar such exper.tence in i~ternational 
financing that it · . ..rould. become an indispe:n&able factor in the intex:ne.tional 
financial system e~en of the more distant future. Alt}lough tha financial 
resources required for reconstruct:i.on had been assessed at a much higher 
figure than the Bank's capital, the pace of reconstruction wes deternined by 
the ~vailab;Le surplus of production capacity tf,lroughout the world - not only 
by the surplus in the capit~l-e4~orting but .also by that in tha capital
importing countries. I~ practice, the Barut had been confropted with a number 



-2- No. 91 

of difficulties - partly unforeseeable and partly under-estimated - which had 
substantially restricted its early activities. It had been clear, from the 
outset, that in the early years of the Bank the private investor would only in 
certain cases .accept the guarantee of the participating countries for the Bank's 
capital at its full value. Moreover, it had to be ·expected that, during the 
reconstruction period, only a limited number of countries would be able to 
afford capital investments abroad. But owing to political and economic post
war developments, only the u.s., practically speaking, was regarded as 
providing a full guarantee, being the only capital market able, for the time 
being, to undertake tnternational investments on a substantial scale via the 
Bank. Experience had shown that, while the u.s. capital market was quite 
capable of absorbing bonds of the Bank, this took place on a smaller scale than 
had originally been expected. But for more important than this limitation of 
the early activities of the Bank had been the discovery that the reconstruction 
ideal embodied in the Bretton Woods insti~ution would not be realisable by 
means of capita~ raised from private investors. While the European countries 
had made a laudable reconstruction ·effort, they had greatlY under-estimated 
the demand on available foreign means of payment aqd foreign credit resources 
by the actual pace of reconstruction and the targets set. Unforeseen military 
expenditure, unfavo~rable price developments in supplier countries and a bad 
harvest had caused insurmountable balance-of-payments difficulties in the 
countries concerned. The U.S. had decided to act vis-a-vis Europe, for a 
number of years, not only as a supplier of capital but also as a bearer of 
losses - a decision based on the realisation that an economic system in 
accordance. 'with the conceptions of the U.s. could not be maintained if 
reconstruction was not rendered possible together with the preservation of a 
certain standard of living. It would be a mistake to assume that this blood 
transfusion was at the same time a usef~l blood-letting for tbe donor. The 
surplus of p~oduction capacity in the u.s. was by no means so great or so 
general that Marshall aid merely represented a necessary utilisation of 
otherwise idle labour and machines. Had th~s been the case the u.s, would 
have had no need to worry, aa in fact it did, about the inflation~rJ effects 
of Marshall aid, and to postpone a muoh desired cut in taxes in order to make 
possible the budgetary financing of this relief action. Marshall aid consti
tuted a real sacrifice on the part of the citizens of the U ,8. B()f'erring to ': .: 
the Bank's ~ole in relation to the Marshall Plan, Dr. Beyen st~ted that only 
as the result of that plan could the Bank take in hand the tasks for which it 
was designed, since the Marshall Plan wo~d do no more than create the 
conditions under which true reconstruction could really be undertaken. It 
woulq lay the foundation for such reconstruction, and, at the same time, create 
the conditions for the further dev~lopment of non-European continents - which 
would only be possible to a limited extent unl~ss Europe revived. The I.B.B.D. 
was still in the stage of development for its great task, and the interesting 
aspect of' this task was the close collaboration it involve.d with private 
finance. 'J;lhe management of t ·he Bank was looking forward to the time when it 
would pe able to internationalise the Bank's activity so that it would no 
longer be dependent on one capital market alone. In this connection Dr. Beyen 
referred in particular to Switzerland., expressing the hope that the Swiss 
bankers would be prepared to cooperate with the I.B.B.D. 

In the course of the following discussion, a Swiss banker e~pressed the 
view that the Swiss b~s would be p~epared to cooperate with the I.B.R.D., but 
emphasised that the terms and conditions for the participation of Swiss capital 
must necessarily conform to those prevailing on the Swiss market, This applied, 
in particular, to the rate Qf interest offered to would-be investore in I.B.B.D. 
bonds~ 



SPEECH AT BURLTI~GTON (VEru~ONT) ON SEPTE1ffiER 12th 1948 

The Future of International Investment 

1 . That the economic development of the world is dependent on international 

investment is a truth that need not be stressed in the United States . During centuries 

countries having a surplus of productive capacity - in the Widest sense of the word -

have used that surplus to develop areas of the world that for . some reason or other 

lacked the where,Vithal to develop their natural resources . Every investment carries 

risks . Those risks are taken because of the rewards that are expected if the 

undertaking proves a success . Apart from such risks as are normally involved in 

every investment , international investments carry special risks of their own . The 

path of international investment never did run smooth no more than that of true 

love . In both cases, however, success brin~rich rewards . 

2 . The United States entered the field of international investment on a big 

scale only after the First World War . In a world distorted by war it found itself 

quite suddently in the position of a large creditor nation with a considerable 

surplus in productive capacity. Its experience in the field of international 

investment has been extremely disappointing. Most of what seemed to be opportunities 

appeared t o be pitfalls . A hurrica.re is not the right occasion to learn how to sail 

a boat . When you come out alive you have only learned to be scared. The main 

impression left on the minds of the United States foreign investor after his experiences 

in the intervfar period is one of intense distrust . 

3 . From the Second World War the United States emerged as the largest creditor 

nation and as virtually the only country with a surplus productive capacity. This 
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time, however, international investment does not even tempt With opportunity. It 

appears as a far from attractive necessity to get the disorganized world on its 

feet. It is not a matter of taking exceptional risks in the hope of reaping high 

rewards. It is a matter of avoiding greater general risks by trueing smaller ones 

of a definite character. There is not much to attract the private investor into a 

field like that. And still, to the American mind, international investment and 

international trade should not become purely a government affair. 

4. The International Bank for Reconstruction and Development was created to 

solve this problem. Its task is to foster international investment not of government 

money but of private investor's money by taking over the special risks the private 

investor cannot be expected to run. It should at the same time conduct international 

investments in such a way as to avoid the pitfalls that caused the collapse ofint:a:natiaBl 

investment during the inter"\var period. What were thoa:J pitfalls and what can the 

International Bank do to avoid them? VVhat has the International Bank to offer to 

the private investor to induce him to use his savings for international investment? 

5. Though ~ lack of judgment in choosing and arranging individual 

international investments did play a part in bringing about the disappointments of 

the thirties, it would be a great mistake to think that such lack of judgment was the 

main cause of the consequent failures. It was rather a failure to recognise the 

dangers contained in the situation of the debtor countries in general than a lack of 

judgment regarding the situation of the individual debtors in particular that caused 

the general collapse. 

6. However important it is to avoid in the future the extension of loans 

to urovortby debtors or of loans in a form inappropriate to the character of the 
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investment, it is more important that foreign investment should be based on a 

thorough knowledge of the situation and prospects of the country where the investment 

tru{es place . In the twenties, international investment in Europe was done on too 

large a scale with short term money; it was given to countries whose internal 

financial situation was built on unsound principles; it financed balance of payment 

deficits caused not merely by the imports of capital goods and rro~ materials needed 

for the reconstruction of war damaged economies but also by reparation payments 

and capital flight . (Let us not overlook that this happened notwithstanding the 

fact that an international institution, the Office of the Agent General for 

Reparation Payments studied the situation in the most important of the debtor 

countries and reported on it regularly . ) No care in the choice of the purposes 

of ~ investment nor control against the abuse of money put at the disposal of 

debtors 1how useful it may be , can be of avai~ if :the general situation of the 

debtor is such that the most caref~chosen and controlled investment becomes 

infected by the general unsoundness of that.situation. 

?. The Bank can offer the private investor the protection of its capital 

structure either in placing bonds on the market and undertaking foreign investments 

out of the money it borrows from the market or by guaranteeing investments made by 

private investors . One can envisage various forms in which the Bank can use its 

guaranty or its lending capacity to participate i~ private investment . 

8 . Though the Bank is intended to take risks the private investor would shy 

away from, it is not supposed to enter into operations that have not got the character 

of investment . It has become clear that the dollar needs of the reconstruction of 

Europe caused balance of payments deficits that could only partly be covered by loans 
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still having the character of investment . Hence E .R .P . ~e role of the Bank in the 

reconstruction of Europe Will only gradually emerge as Europe's recovery arises out 

of the present stage where it has to be sustained by a large dollar- support that is 

not investment . 

9 . In the development field the Bank Will find a steadily growing task . That 

this growth will be a relatively slow one is due to the fact that development of 

underdeveloped economies is a slow process which cannot be quickened beyond a certain 

limit . Without endangering the very objects of the development policy. 
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INTERNATIONAL BANK FOR 
RECONSTRUCTION· AND DEVELOPMENT 

Address by J. W. -Beyen, Exec~tive Director for the 
Netherlands ·and Norway for the Int·ernat ional Bank for 

Reconstruction and Development, 
Before the 52nd ·Convention of the Nebraska Bankers Association 

.Lincoln, Nebraska 
October . l2, 1949 

THE PLACE OF· 'rHE INTERNATIONAL BANK IN . THE PEESENT 
WQRLD MONETARY PROBLEMS 

I 

Yo~ were kind enough to invite me to speak to you on the monetary 
proble~a of the day .arid on the· role played by the Bank in the endeavors 
to solve those problema. It has been my good fortune that you did not 
invite me a month earlier .• . Not only that I know· more than I knew four 
weeks ago, I ce.n talk more· freelY also. 

I find myself talking to you at a moment when monetary history h~s 
just passed a "milestone. ·" In C{)nsidering what I would say to you about 
that milestone I remembered a notice in t~e middle of the Skyline Drive 
in Virginia: "No refuel~~g for the next so and so many miles." I think 
indeed that this is the moment to ·refuel our minds with fresh ideas for 
the next few years. 

In contrast to _what we find on th~ Skyline Drive we have no clear 
. indication of the distance to be covered during those years. 

We know that it is the distance from here until the end of the 
"postwar transitional period," to use tlle language of the Bretton Woods 
F\~d Agreem~nt. The end of that ~eriod will be reached as aoon as the 
freedom of . e~change of currencies has been +eestablished. The reestablish-

. ment of that freedom will be the sign that production and trade in the world 
have found a new equilibrium after having been completely dislocated by 
the · second World War. 

A time-table has been s~t for the covering of the qiatance between 
the milestone we have reached now and the point on .our voyage where that 
equilibrium is reached: Marshall aid will come to an end in 1952. That 
means that in 1952 the transitional period should be over. Whether 
the world .Will be able to cover the distance according to that time-table 
may be open to doubt. One catJ, never be absolutely S\lre that one can cover 
a certain distallce within one·'s time-table. Personally I do not consider 
the Marshall J;'lap. time-table unattainable. When you ask a peasant 
boy in my country how far the di.s·tance is between where you a::re and the 
next village, h~ will not say_ "so many miles," he will say "abo~t an 
holJr·' a walk." In the same way we can say that from the present milestone 
to the end of the tran~Jti,op~l per;lod is "about three years." 

' I . . 

I .must explain to .y$u why I consider the present moment as being 
a milestqne. -The , obvious explanation would b~, of course, that it is 
marked by the devalu~tion of the majority of non~dollar currencies in 
terms of the dolle.~ • . -.But there is more to . it than that. Devalue,tion 
on a scale as happened last · month is not ·accidental. We feel inclined 
to ask ours.elves -why such devaluation should not have marked the end of 
the transitional period rather than -a ~ittle over the ·mi:ddle of it, The 
fact tht;Lt devalu~tion ha.ppened already now seems an indication that the 
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transitional period somehow falls apart in two subperiods and that -
apparently - we have reached the end of the first of those subperiods. 
If that is a correct assumption, it teaches us something that we did not 

·rea~ize when the · >transit:ion~l period :began. The "Founding Father~ of 
Bretton Woods!' ~ of whom ·I atn & cousin - stated in the Fund .Agreement 
tl:lat the transit.ional period: .wopld be a 'period of "ch~ge and adjustment. •• 
They ' ~ealized .that it would be a period of reconstruction but ne~ther 
the Founding Fe,thers nor· - as 'faras I know~ any'body eise, foresaw that 
the :rnain ad~stment woul:d take : place after' not durins the ~erie>d of 
reconstruction. · It is ·not surprising that they did nc;>t for.esee it. 
Reeon~truction was .to ~im at reestablishing equiliprium in production 
and ·trade~ It was logical to expect that the productive apparatus of 
war·-atricl\:en · countrie~ should be rebuilt with a view to .e.da.pt it to the 
changed ·conditions in the world. We find now that · the · p~:riod of re.construc .. 
tion is ~argely · over: the pr~~~ctive capacity of most war-stricke~ countries, 
at· least in Europe, is restored to pre-war level o;r has .r:tsen considerably 
e.bove that le·vel. But, however grea-t a eucces.s that may be in itself, 
it ·leavestne reconstructed countries with the problem of tne disequilibrium 
i~ their b&lances of payments ~ of which problem the so-called dollar gap 
~~ t _:Q.e ·;most baffling aspect • . 

The problem of the . ~olle,r gap is the ~roblem of adaptipg the scope, 
pattern l;Uld ·cost. of t:Q.e c·ountries outs ide the dollar area so that they 
can pay with their products fo;r the goods .tney need from the dollar area. 
That 'problem;· e.s we ·a.:)_l know, is fa;r from solved. In other words 1 though 
reconstruction in ~trope is lar~ely over, it bas not yet brought the 
adJustlJlent Qf which the Bretton Woods Fund A~eewent speaks. There has 

·been .. and is· - ·co:n,stant disappointment, irritation and sometimes indignat-ion 
about the persistepce of the dollar gap, in other wQrds about the slowness 
and inadequacy .of this "adjustment." The indigna,t ion is enhanced by 
the thought that reconstru~tion . waa so enor~o~sly - and so ·generously -
expedited by the ·t5il.lions· of dollars of E .R .P. 'rhe disappointme!).t is 
provoked by ···the fB:ct that optimistic statements abov.t recovery ip. Europe 
&re invariably followed oy so~e· sort of dol~~ crisis, Both. the indignation 
and the diaa.ppointme~t would .loee llluen of their sti11g if it were real~zed 
that reco!l.structiqn and ad~ptation are not the same thing, If it is true, 
that, in the ~in, adaptation ~an only start after reconstruction is com
pleted tn~re i ·s· not yet any rea~ reason for di~couragement ,. still less for 
indignation- about ·the slowness and inadequacy· of the process of adjustment. 
For, if it is true,- the process of adaptation I;as only Just begun. 

Why is it · th.at- in contrast to what seem~d logical · ~ adaptation 
could not take place simultaneously w:tth reconstruction? Were al~ those 
who planned ·reconstruction· so bl!nd and stupid as ' to overlook that reconstruc
tion was not simply a me.tt.er of rebuilding what had · been deatroy~d on the 
pre-wa+ pattern? · Did. not they realize that the world h~d changed for~ 
ever, that ·creditor countries· had be~ome debtor co~tr~es, that conditions 
in and relation~ with Asia had chang:ed, that there was· ·an ir0n curte,in . 
with fewer and fewer loopholes, that there ·w~a the specia,l problem of 
Germa,ny and Japan? · · 

Let me try to give you my answer to these quest!ons in describing 
to you w~at happe.:P.ed in my QWll cotmtry. Ho;t.J.and in l939 was a very rich 
country; it w~a sin~e hupdreda of years a creditor country with: a currency 
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as har4 as anY currency could be. It had been a shipping nation 'ainqe 
before t.he event . of which· .. we · celebrate · the 457th anniversary tod-ay, Its · 
trade· covered ·:prac;ti·cally _every part .·of: the globe. ·As a center of .inter· 
nationa-l banking ·it ·could -~tch .. its .e.xperience, ·kriowiedge and tradition 
even with the . London market~· Favorea; _by~- a.. fertile soil an'd: a mild climate 
it .. _bad perfected i-ts agmulture and hort-ic~lture .• ·. Without any protection 

·e~.gainst .fo~eign :competition· it ha4 built:. up i~duetrfe·s · eelli,n~. their _. 
products . all over· the world. · "Its .. plantations in Indonesia provided the 
world ·with a ine,j.or part of its 'm.w mat~ria'la • . Holland-'s · investtn~nta ·in 
·indust-rial enterprises ·in Germany .. tot·alled over a .bi'llion dollars. For· 
more . than a century ita investors' had taken ·p~rt j;n the develo~tneri~ of tha 
prosperity· of the ·united States • . lrt 1939 .it ranked aa·' the- sec~i).d .. largest 
forei,gn investor in American securities:. _ .Quite ne.:tural1y · Holland .. paid.· 
.for ·it~ imports· from abroad w.i th · the income derived .from t'Qre'ign inyeettnenttl J 

. shipping; trade and banking • Its .. ;rapidly- inerea.a ,.ng; ·pQpui:at ton ·enjoyed . 
a very high standard ·Qf living.: ·co_od edu~~~i~n· was. a\tailab1e · ror . e~erybod.y, 
·ahd, thanks to e.. gove-rnment-sponaore(\ aeh~m~ t~ foster :and .financ~ the 
buiiding ;6f: smali houses, mun:i.ci:palitiea and far.sigltted ~ in~us~r:i.a1ists 
h~d ·raised }\oUSing conditions· for industr.~al and agridul;tural laborers 
to an. exempiaxy level. ·. · · · 

,, .,, 

Now imagine for a ~o~ent what the -war did to t~!~ eountry ~ 

I~ -M~ 1945 Holland had spent a large part of: its foreign investments · 
ih financil'\g 1 ts wa.r effort. In a number of its larger · ci t .iea ··whole quarters 
had be~n razed by bombardments and warfare • . Large a~e~a · or arable land 
wer·e flooded. ·. tt·s· highly modernized railway:- system waa: ·destroyed~ · ·The 
bridges o~er its meny ·large rivera had been blqwn up~ Many a factory 
had been destroyed wh;l.le everywhere maint~nance had been · ~eglec~e~ during 
five· Years. · ·All stocks of _foodatuffs and rawpateri~ls · had been depleted. 
HolleJldts li~estock had been reduced ~o a little over halt of what it Vas 
~efpre· the we.r. IndQnesia ~d become a · larg-e liability instead· of a.·· $ource 
of incom~. '!nduatriat· investments -in Germany would not yield. : any . :tnoome · 
for y~ar·a to come\ Holland's population had been statved ~uring the horrible 
winter of ·1944/4'5• l'.)iaplacement of workers had disorgan~zed its · 1abc::>r' f'oree. 
Its internal fi+t·anQial. ~trength had been diluted by ifhe ·occupation power's · 
issues of paper money·. Externa,lly its Cfur:renqy' once one or· the pro-udest on 
the world's market had ''softened" to a degree that filled one with .. ~isma.y. 

Then,· 'immediately after .. the · liberation, Holl~~d, helped · generou~ly -· .· · · ' 
by aid from the trnit·ea ·states· ili various ._forms, went ·t :o work at .. rebe.'Qi:t,itating 
the human and re·constructing· the ·tnach9J11.c-al fac'bora ·of -ptoduction, Do you 
imagine that it· w~~ possible to_ ·des.ign a blueprint · for · that- reconstruction 
aimihg exaetlty · at giving Holland .. it·a place· ill the . p.ew1y :ha4,aneed economy 
of the wo~ld six to .seven years h,ene'e? · .. Could anybody· have· d.evis.ed · a ·plan 
indicating what Rotiand should produc~ · b~yonQ. . what .. ~t . . used ;tc pt6duee befcire 
:the war~ so .t .hat It coul;.d pay by ~iports for -that . part,. of its · import~ · it · · 
had always· paid -tor out of foreign inco~e? , Wo:ul~ -~ system o'f free · epte:rpr~se 
have given ~he correct i-ncentive's t ·o investment . • · not too numh fncentive · 
here ., no·t to·o littl.e th~re .. s6 · that~· a:rt.er .a · ·numbe~ of years ·t>f inve(Jtment · 
~olland' e_ producti v~ :apparatus ··would 'have · prod~uced exaet]l th-ose . p~o~~cts 
demanded by the markets of the countries from whe11e those importr, were to 
come - ~~ets for the greater part completely new and unknown to l{olland' s 
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manufacturers? Holland first had to live, it had to patch up what was 
left of its apparat~e of production. It had to get its economy going 
again before it could even think of redirecting its prod,.lction into new 
channels or investing capital into new or extended production. And, ·Holland 
was not the only country in this position. Surrounding it ·were other 
countries in similar if not the same condition with similar problems of 
adapting and extending production and redirecting their trade, all busy 
patching up what was damage~, reb~ilding what was destroyed and only ~fter 
that sta~ting to feel their way towards the unknown goa~ of a pattern of 
trade emerging out of their only feebly coordinated efforts. Since 1947 
an intergovernmental organization to coordinate those efforts has. been 
created~ I am thinking of the O.E.E.C. the European counterpart of 
E.C.A. Muoh confusion has baen and will be avoided through the good offices 
of this institution. But not even with the greatest human wisdom and 
distnterestedness could that institution have achieved a complete eyn~ 
chronization of tha restoration of productive capacity with· the adjustme~t 
necessl;U'y to reestablish a balanced world economy. 

Now if indeed the "poetwarn traneitiona~ period falls a.pa;rt in· two 
eubperioda and if the first su.bper;i.od that of reeonstruc.tion has come to 
an end., what is the pa.rticul~r significance of. t}le fact that tllia ''milestone" 
was marked by whol~aale devaluation ot currenciea · in terms of the dollar? 

Aa ~ said before, 4evaluation on a seale aQ happened iaat month 
cannot be accidental. Wlloever has lived tbrou~h a·i!Jlilar landslides of 
devaluation in the p~st kno~a that theyhappen when conditions are· ripe 
for it. Maybe the moat striking truth, brought home by the events of 
September, is· that government control of currencies does not greatly increase 
the freedom of governmente to choose the moment of' devaluation, l;lor, in 
many cases, its extent. ApparentlY the time ~as ripe f~r a genera~ 
currency alignment. It does not seem an unwarranted spae.ulation to ass~e 
~hat this ~ipeness was brought about by the co~letion of what I called 
the first aubperiod· or the postwar transitional period, the period of 
postwar reconstruction. 

The rate of exchange between currencies defines the economic relations 
between countries: ·the rate at which one can ~xch&nge one's home currency 
against the cu~ency of another country ultimately· determines at what 
price one can buy goods from that coqntry - or, ·seen from tbe other side • 
at what price goods produced in one country can be soid in another country. 
This is true, even though tariffs modify those prices and exchange and 
import controls limit the free cboice to buy imported, goads ;-ather than 
ho:ne geode o"t' impor-:.;ed gcr_~da from one area. rather than ~mported goods from 
another area.. As :p:.-oduction and consumption in moat countries depend on 
the use of inrt?ortecl goods .: to be paid for by-exported ·goods, the rate of 
exchange is a dee is i ve tact or in the cost and price a't:ructura.. World economy 
can be in equilibrium onlY if trade between countr~ea -balances on a multi
late~al basis. SUch equilibrium in world economy is therefore conditioned 
by the eatablisbme:n.t of a n0twc:rk of exchange rates under which a balance 
can be obtained. Fc.rt una.tel.y it is not true that there is only one e.at 
of' exchange re.tes that wm::..J.d enable that bala..l'lce to :materialize. But the 
choice of exch&ige rates determines under what pattern of wor~~ produptio~ 
and trade the bal~nce will be struck; it determine~ also i~ how far it c~~ 
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be struck without government interference in foreign trade by tariffs, 
quotas, exchange control and the like. An exehange ·rate may be so far 
out of range th&t a balance cannot ·be obtained without ef-fects on the 
social and economic structure of countries that would be humanly or political~y 
unacceptable. · In that case.· unbalance will persist and result .:tn losses · · 
of foreign ·exchange res.ervee which cannot be endured beyond -a certain 
point. . I wil.l. not complicate the picture by ·referring to the :1nflueriee 
on all this of internat~o~al movements of capital. Bankers kriow enough 
about that f;rOil\ · t~eir own eJq>erience to ree.li~e wJ;lat thia influence· can 
be. The fundament~! tr~th that no pattern of world product ion and trade 
can be in balance without appropriate rates of ex~hang~ is not affected 
by. them,. 

At ~he end of the waT the balance of the world's economy '~~s com
_pletely upset. At that moment one could not tal~ at all about an ·existing 
patter~ of world production and trade. One could only think of appropriat~ 
exchange rates in terms of the future pattern of prod~ction and trad~ to 
Qe established during the trans"fti'Qiial period. The ex,change rates pre ... 
Vailing immediately aft,er the Wa:t' Wete'. determined partly by their history 
(like the sterling·dollar·rate), partly by some vague gu.eea about the 
needs of a country's economy during the period of reconstruction. They 
were eerta~ly not ~ete,rmined in relation to a pattern of p~oduction and 
trade that wo1,1:Ld gradually emerge during the next five, to seven yeat"a. 
We have eeen that it was ~mpo&sible to reconstruct ~nd ~djust the world's 
produQtive apparatus simultaneo~aly tn on,e ~nd the s-ame period. It was 
no :tesa impossible to choose ap:propr~ate exchange rates in. the e~ly ste.ge.a 
of the reconstruction pe_l;'iod. By the aame token, however, it even seema 
too early to make the choice of appropriate exchange rates at the end 
of the period of reconst~~ctton as has b.ap:p~ned now. Fo~ even at this 
moment the ge~era~ outli~e Qf the future pattern of world ~reductio~ 
and tr~de had uot yet beQome cle~ to th~ eye. B.ut as we ~ave e~id, the 
time for de-,aluation appeared to be ripe. What We have to ask O'J.WSelves 
is: why the time was ripe? 

In order to ansv~r this question we ~ust . eons~d~r what happened to 
the economic and financial structure of the various couptriea during the 
reconetruetion perioq. , 

Any e.fter·war· ·pe:rioc,i is normally a p~riod of heavy inve-stment. J;t 
is usually the pe~iod of a seller's market~ investment b~ins.ing increased 
purqhaaing power in the bands of the consuming publio b~fore increased 
production (to be created by the investment) reaches the m~ket •. In the 
~ar-st~icken countries a numb~r of factors added to this qevelop~ent -
~eaidual monetary inflation from the period of war and occ~p6tion; 
government deficits caused ~~teralia by the ·social demande ·of the ~!tar
war period; distrust in the local currency and the like. Afte~-war 
inf+atton was general all over the world, including the United States. 
But, 1:nf~ation in tlle -,un.~ ted Stat,es did not cause that · Qountry to consume 
and ~nv~et beyond ita P+oductive ca~acity, ln L~tin America • genera~ly 
speaking - consumption and investm~nt exceeded productive ca.pac1ty but the 
excess re.mat~ed within the- limite of the foreign reserves aceumul~~ed 
during the wari Iri Waate:rn Europe &nd a nUlllbe~ ot other a;reas coneJumption 
and investment e~ce~ded J;>~o_ductive capt;t.qity tQ. an extent that S\U'passetl 
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available foreign reserves. It would be unjust ·to b~ame the latter group 
for this excess~ There was no other way to ~ut . those countries back into 
a position where they could use their productive skill and experience so as 
to pay for· a standard pf living high enough to safeguard their traditional 
social ~tructure. But it was ·bound to throw this -cost and price structure 
out of line with the cost and ·price structure of the rest of the wor~d at 
any rate as long as the -comparison of the relative cost and price · · 
structures was based on the exchange rates 'Prevailing in 19lJ.5. · On 
the basis of those rates the balance of paj~ents could therefore be kept 
in equilibrium only by trade and ·exchange restrictions and by extraordinary 
methode of financing like Marshall aid. · 

During the reconstruction ~eriod all this was unavoidable. But adjust~en~ 
had to take place before a ·new balanced world economy e,ou~d be striven at~ 

' Theoretically this adjustment could be brought about by deflationary 
methods .• No doubt, such methods are necessary in any case. Beyond a 
certain point, however, they are, as we now allegree; socially and 
politically \lne.Ceeptable and even ec.onom~cally ·unsuitable. For, ~hough it 
is undeniably neceQaary that _all countries should learn to live ' wi~hin 
their ~aane - that is not to oons\Ulle- and invest beyond their prodl.;lc~ive 
capacity - tt is as undenia'tile that that productive capacity ~taelf 
should be developed as much as possible. And beyo~d a certain point, 
deflationary methoQ.s unfortunat~ly tend to stymie such developme.~t ·, The 
solution therefore is a 'combination of deflation {o;r disiliflation as 
the euphemism gqea) and currency r.ea.lignment • · · 

-Why,. however, co\lld not a·uch curr~ncy real~gnment be postpone<:\ until 
the moment that at least the general outline of the future pattern of world 
product~on and ·trade pad become clear to the eye? · ' 

The answer seems to me to be that withou~ an alignment at this moment 
the adjustment of t~e world product~on to a future balanced pattern would 
have been a 'taslt too difficult · to be. realized. '!'be adaptation of production 
and trade t -o a .. :n~w world pattern is difficult enough without the obstacle 
of a distortion in the ~elative atr~eture of coats and prices. Tbe tension 
cre~ted by such distortion in the economic relations not o~ly with the 
Western Hemisphere but also b~tween the ~ountries putside th~t Hemisphere 
thetrijJelvee (and the r -estrictive; measures 'necessitated by tha.,t tension) 
would ha..ve · a¢lded so much .strain t -o the t;=Jffort of redirecting p:J;oduetion 
and aequiring ;new outl~ts f.or its output that the task would in all like
lihood have become unmanageable~ 'rh~s was _·becoming. more and more clear 
now that in. zna.ny par.ts ot th.e world the 'time · of the aellel .. 's market was 
coming to an end. It became clear t -o gove-rnments, to the peopl~ in· business 
and trade and also, of course, to that -elue_i ve. and undefinable c'rea'ture, 
the _ ape<:~lato;r, .wbase capacity to ant:l.eipate future events still se~ms 
able to ov~r~ome the obstao~ee pU.t in his way by gover~ental restrictions. 
While· governments were considering their: way or· aetion, event~ · were maturing 
unde;- the i~fluenoe of tl'l~ same forces .·. that sh&ped thezn in the day~ before 
e~ehange control ex~sted; Se~embe.r 1949 ·was in ~nr WaYs ·reminiacent of 
aepteznl>er 1931. . 
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The realignment that .has taken pla~e is fore~ost a realignment of· the 
sterling~dollar rate, with most other currencies keeping their rate of 
exchange with sterlin~ unchanged, It is a readjustment by the soft 
currency group . of its relation to the dollar with some adjustment . for . 
those nearlY har~ · currencies like the Canadian dollar and the Belgian franc. 

In judging the signific~oe of this . step towards establiah:f,.ng · "apJ?ropl~iate 
ratet;J of exchange" several ~epects should not be overlooked. Fir1;1t 1 
realignment of currencies alone does riot bring about the aajustment of 
production and trade of which we spoke. It merely ma.Jtes a·uch adjustment 
feasible. Neither does the present realignment constitute the establishment 
of rates of exchange appropriate to the futU+~ pattern o'f wo-;rld . trade 
and production. It is not, in itself, enough to do away ~itb the dollar 
gap or with whateveT disequilibrium there is in th~ balance _ of payments 
outside the dollar area. · I'f the neW' exchange rai;es are _ to be maintained, 
the adjustme~t of production a~d trad~ and, implicit; the relative structux·e 
of costa and prices will have to be shaped so ~6 to make them "EJ.ppropriate •· ., 
Otherwise, a new al~g~ent will have to take place at a ~ater date. 

_ Most governments consider a new realignm~rit highiy Undeeirable arid in 
their choice of the percentage of devaluation they may therefore have gone 
rather far so as to have soma margin. But if we w~t the now chosen rates 
of exehange to prevail ip the foreaeea'ble future it means t .hat ~ very 
definite limitatio~ is put _on the fre~dom to ;i.ndulge in ~1lflationary 
policies influe~cing costs and price~. 

_You will ask ma: where does the International Bank for Reconstruction 
and Development enter this picture? 

~he creation, at ~retton Woods, of the ~nternational .Monetary Fund 
aimed at givtng the world a~ ~nternational system of currencies fr~ely 
epnvertible at ·stable rates of exchange. It is in the :Bretton Woods 
Fund Agreement _'l:(llat o:p.e f~n4s the concept of ~ "postwf;l,r transitional 
period" which we h~ve been discussing today. During this period tpe . 
o<;>l.mtriea who _are memb~rs of the F'Ulld are coope~ating in order to help 
create the conditions under which the rules of monetary conduct embodied 
_in the Fund Agreement can find general app:Irication. Nef:7dless · to say., 
therefore, that the ·currency real~gnment th~t . happene4 ·last . month was of 
first concern to t~e International Moneta~y Fupd. ln devising .the .Monetary 
Fund, the. Bretton Woqds Founding Fathers rea.liz_ed that both d\lring the 
transitional period and thereafter healthy monetary qevelopment~ were 
dependent on the availaoility of long~term capital to finance international 
inveetmant. lt . was to be expected, however, that during th~ transitional 
p~riod aucp capital w<?uld not be available from pr:lyate so~rces unless 
in some way p~ivat~ investors were protected -against rieka of· a 
polttieal c~acter. ~ut .even in a more distant t\.lttire· lnternational 
investment might . nert be available in SUffi'Ci(,1nt amounts to make pos~·ible 
the Q.eveloJ?ment. of. ~eas developed aveas in the world. It was gerie~ally 
felt th~refore_ th&t a~ .international institution in which all n~tiQna 
cooperated, _could have ~ strong beneficial infiuence : ~n fostering and . 
directing internatipnal :f.nvestmenif .. It was ;for thoae reasons· tnat; ae 
a 'twin ais~er ~o th~ Intern~t:i.onal Monetary Fund, the International Bank 
was founded • . Tlle. l3a~k was ·to cbann<;;l' p;rivate c~pital into international 
investment. _ Apart frqm ita s,har~ eapit~l, provide(J. by th(.1 member countries, 
ita r~sourcea ware to eome f~om, the privat~ inveetor, not from gov~rnments~ 
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The Bank's role .in reconstruction was certainly overeatimt;Lted at 
Bretton ~Joods. The war-stricken countries· needed more goo.de from ~brQa.d 
a:z;:td especially frol'l\ the dollar ·.area than e·ould have ·peen financed .b.Y loans . 
from the International Banlt· ·· st·i11 th~- first . ·loans · from ·t ·he Bank were 
reconstruction loans to Frail~~, . · Holland, · LuxemboJ,Irg and Denmark. Coming 
before Marshall ai·d they certainly . fulfilled· an essential· function in tpe 
recovery of1beee · co~tries~ · But the permanent task of the .Ban~ lies in 
another field than reconstruction, n&mely in the ' field of development. 
The deve~opment of· less developed areae in the · world . ~ill be· on~ of the 
most gratifying tasks of the Bank. It has already embarked on •loans in 
this field,. in Latin ~erica and As.ia an.d is studying projects in Africa. 
Development is a · slow process demanqing ··preparation and study ~d tht;l 
rate at which the Bank will develop ita activit·isa in this field will be 
steady but slow.·· One should not .tnink, howev~r, tllat'· the Bank's· ~ctiyitiea 
will 'be limited. ·to the development of underdeveloped area.e. · ·There is n~ed 
far foreig~ · inveatment all over the world. It .would be rash to ~seume 
that enough capital for such investment will 'be availaple f~om private 
~ources :without special prot~ction a~ainat non-co~erciaf· rieks 1 evert ·after 
the tr.ansitional period has eome to an end after the economy of the world. 
has found a new balance. In th~ long run,.therefoTe, the Bank i$ faeed · 
with a wor~d-wide task and its activity can be pf inestimabf.e penefit · 
to a prosperous economic development in every corner o~ the globe·. 

I h~ve ta~en so much of yo~ time alreadY that l will not go ~nto 
detailed description of the Bank's financial structure~ of its 
organizatio~ and its methods. I will, of co~ee, be op.ly too glad to 
answer· any question you might like to ~sk about it~ 

I will end 1n thanking you for the opportunity yo~ ~ave given me ~o 
paint a picture· of the monetary . problem~ of the ·day. It is by no meaAa 
easy 'to pieTC6 the mist that claude the real signif~caric·e Of events 
still ao · ne~r to us. I found it~ far from easy taak .to· sketch a broad 
outline of those eve~ts • . I will .feel ani:ply . rewarded if ley- rQ'\lgh sketch 
has made a contribution to our mut-u~l understanding of the problema that 
beset ·the ·reiatione between the New and the Old W,orld. · ·· · 
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