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Mr. Chairman: 
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COMMON SENSE AND ECONOMIC AID 

Address by Eugene R. Black, President of the 
World Bank, to the National Farm .Institute 

Des Moines, Iowa 
February 18., 1956 

I am very grateful for this opportunity to appear before the National Farm 

Institute., and am glad to respond to the suggestion that I tell you something 

about the operations of the World Bank. 

Beyond that, speaking as an American from the vantage point of experience 

in the Bank, I want to express some views on the subject of American economic 

aid to other countries. This is a subject about which there is already much 

confusion, and there is likely to be still more confusion about it as the re

sult of current offers of Soviet economic aid in Asia and the Middle East. 

Some of you may also expect me to say something about the High Dam project in 

Egypt; so I will say a few words about that as well. 

The business of the Bank is economic development. In nearly all of the 

world outside North America and Western Europe., the idea of economic develop-
·=» 

ment is new. About two persons out of every three in the free world have had 

little or no contact with 20th century technology., with modern methods ot pro

duction in industry and agriculture., or with aeything like the best that modern 

medicine and schooling can provide. 

Production is low, earnings are low., standards of living are low. In South 

Asia, for instance., the per capita intake of food a day is less than halt the 

calorie value consumed in the United Stat~s. And while statistics do not need 
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... 



.. - 2 

always to be taken at face value, the fact that per capita income in Ceylon is 

calculated at $115 a year, in India at $65 a year, in Pakistan at $55 and in 

Burma at $50 - is nevertheless an indication that most of the 600 million 

people in these countries are living at the level of bare subsistence. · 

Now the developed countries do not owe the underdeveloped countries a 

living. But the idea is of long standing that an international flow of capital 

can be of mutual benefit to both investor and recipient. It was this idea that 

helped bring about a great expansion of prosperity in North America and Western 

Europe in the 19th century - an idea of which Americans, as recipients·, and the 

British, as investors, were among the chief beneficiaries. And it is this idea, 

of international investment as a means to economic expansion and mutual benefit, 

on which the iorld Bank is founded. 

The Bank has now been in operation for nearly 10 years, and has invested 

about 2-1/2 billion dollars in public and private projects in 40 different 

countries. Our first loans were made in advance of the Marshall Plan to help 

maintain a flaw of imports from the united States that were essential to recon

struction in Western Europe. 

Although we have continued to lend in Europe, most of our operations since 

1947 have been carried out in underdeveloped countries. These countries are not 

poor because they lack natural resources, but because they have not yet done 

enough to develop the resources t!Jey have. To give you two extreme exampl es : 

Despite a hydroelectric power potential of some millions of kilowatts, ~est 

Pakistan today has less than 50 thousand kilowatts of electric generating capaci

ty based on water power. Honduras, a farm country which is one of the largest 

in Central America, has only 20 miles o! paved road. 

The fundamental task which the loans of the Bank are helping to carry out 

is to construct or enlarge the basic facilities essential to modern economies. 
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Since reconstruction., we have lent $660 million for the expansion of electric 

power services. We have lent another $600 million for transportation facilities 

- to buy equipment for the construction or operation of motor roads~ railroads., 

ports and inland waterways. 

We have lent a quarter of a billion dollars for industry, am . a litt~e less 

than that for the improvement or expansion of agriculture through land reclama

tion., irrigation and farm machinery. Finally., we have lent about $140 million 

' 
for programs of development embracing projects in several or all of these basic 

fields . 

A few minutes ago, I referred to the Bank's "business"., and I used that 

;term advisedly. Vie do not pay our bills from your taxes; we support our activi-

lies out of our own earnings. Our loans are being repaid on schedule indeed~ 

we have received more than $110 million of repayments ahead of time~ Our net 

lncome is running at a rate of around $25 million a year., and our reserves out 

of earnings and commissions amount to more than $200 million. 
G.. >-
. So far from competing with private capital., the Bank has worked actively :.... 

and successfully~ to encourage the participation of private capital in inter-

tio.nal investment. While we began our lending operations nine years ago out 

~f payments ?ilich our member governments made for shares of our stock., our most 

important source of new capital has been private funds. 

We have tapped that source most often by the sale of our bonds., of which 

$860 million worth are now outstanding. We have also sold some $225 million 

worth of our loans to other investors., who either buy them out of our portfolio 
' 

or participate in the loans when they are made. 

Up to now., I have spoken in tenns of dollars., but only as a convenient way 

of describing sums that include other money as well. The Bank is an interna

tional organization., and its sources of finance are by no means confined to the 
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United States. V.e have lent 17 different currencies in all; and in recent years., 

half of our new loan funds -- from foreign government subscriptions to our capi

tal., from our sales of bonds to foreign investors., and from earnings - have 

come from outside the United States. 

The fact that the Bank is an international organization is of advantage to 

the governments of developed countries., including the United States., because it 

enables them to share out develo~ment costs with private investors and with each 

other. 

The Bank's international character also gives rise to another advantage of 

greatest importance - ard that is the opportunity to work effectively am close'!" 

1y with borrowers and borrowing countries in ways., that for the most µtrt., are 

not equally open to individual governments in their dealings with other nations. 

Precisely because we are international., we cannot in truth be charged by our 

borrowers with operating from selfish motives of profit or economic exploita

tion., nor can we be charged with discriminating between different countries for 

reasons of politics., strategy or diplomacy. 

Another and shorter way of saying this is that we can., and do., apply 

business-like standards to our lending. The Bank lends., in the normal course 1 

for specific projects. We do not finance the whole cost of those projects; the 

borrower himself must make a substantial investment., and is usually required to 

find all those funds needed for local expenditures on labor and materials. We 

estimate that our $2.5 billion of lending is being matched by well over $3 billion 

of other investment. 

We pick and test projects with a great deal of care. We visit the field 

and get our applicants to demonstrate how the project fits in with the rest of 

the economy am whether it promises to be sufficiently productive and important 

to justify the borrowing involved. Vie send engineers and other technical people 
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to see whether the project will actually work, to chec~ specificati.ons, construc

tion plans, production costs, market prospects and any other matters that may 

affect the outcome. 

We follow projects carefully from the start. As the project progresses 

the borrower sends us reports on construction., arrival of goods, expmditures 

and other details. And at intervals., we send our people to see whether pl.ans 

are working out as expected, or whether some help is needed to iron out technical 

or organizational difficulties. Throughout the life of the loan, moreover, we 

periodically send out people to make a quick check-over of the economy of the 

borrow.i.ng country; and they report to us aey developn:ents that may have a bearing 

on the repayment of our loan ar on possibilities of future investment. 

Economic development., however., obviously does not come about through the 

execution of this or that particular project. '.lhe effects of even the best 

project may be lost in an economy that is going adrift; and the wiole process 

of development requires intelligent use of a country's resources as a whole. It 

calls for the wise budgeting and direction of public investment toward realistic 

goals., and it requires public economic and fiscal policies that will support 

private initiative and private investment. 

'.lhe Bank hammers very hard at this matter of encouraging private enterprise 

and private investment -within the underdeveloped countries themselves . 'We have 

worked for proper government. policies, and we have declined to support government 

ventures in fieJ,.ds of industry 'Which should be competitive and for which , under 

the right circumstances., private capital could be found. 

In short., the Bank is not only interested in projects., but in 'Nlether the 

underdeveloped countries are themselves making the most of their own opportuni

ties~ We discuss these considerations with prospective boITowers before we lend; 

we offer advice on these matters when we feel that it is useful to do so; and not 
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infrequently our decision to lerrl or not to lend depends upon the outcome of 

these discussions . In more than one case, we have decided that our most effec

tive contribution to development can be made by shelving loans until the prospec

tive borrower,.has begun to straighten out his awn affairs, and to do what it 

lies within his power to do with resources alrea~ at his disposal . 

In other words, the Bank has not tried to be popular . We have tried to be 

effective and to win respect . And it is generally recognized, I think, that in 

these things , we have succeeded. 

La.st Sunday morning, I returned from two weeks of discussions in Cairo with 

Colonel Nasser , the Prime Minister of Egypt, arrl with members of his government 

concerning the carrying out of the project to build a multi- purpose dam on the 

Ni.le River . I want to mention this briefly because it is a subject of current 

interest and because it may illustrate in particular some of the points I have 

already ma.de in general . 

As some of you are aware, the project consists of three elements . One is 

the construction of the High Dam itself. Another is the use of water stored by 

the dam to extend perennial irrigati. on to some two million acres of land ., or 

about a third more than are perennially irrigated at present, and including 1.3 

million acres not now irrigated at all . '!he third element is the installation 

of a large hydroelectric power plant , along with the necessary distribution 

facilities, which will more than double the present supply of electricity arrl 

help the continuing growth of industry in Egypt . /~_: _ /)~ - ~ <f'r- ~8J,..;r:_ 
~~~~ I ~·,4 ~) 

The Bank was informed late in 1952 that the Egyptians intended, if possible., 

to carry out this project . I llij7"Self discussed it with the Egyptian authorities 

on a visit I made to Cairo as part of a general trip to the Middle East early in 

1953 . The Bank has been in close touch with the planning and !%'8paration of the 

project since that time, and has be<Jf!!ffM~";.f, regard. Our own experts spent 
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five months in Egypt in 1954 and 1955., making a detailed study. That study was 

carried forward by another field trip this past autumn., and was continued in 

discussions with representatives of the Egyptian Government who visited the Bank 

for a month this winter. 

We believe - as do private experts of international repute - that the 

project is entirely feasible. Further, we estimate that when the project is in 

full operation - "l'hich will not be for another 15 years or more -- the value 

of new agricultural and industrial production and of other benefits will within 

a short span of · years be more than equal to the investment required for the 

project. ~dh~~; ~ ~1:t-.t ~~~Nct-~-b.Lt~~ 

But in the iooantime., the problem of .financing is a large one .\ Yie began 

close discussions of this with the Egyptian Finance Minister in the Bank dur.i. ng 

November; and at the invitation of the Prime Minister., I went to Cairo two weeks 

ago to discuss it further. 
. . 

The estimated cost of the project and ancillary works is $1.,350.,000~000., of 

which some $400 million represents private investment. Our discussions centered 

on the balance - $950 million -- which will take the farm of government expendi

tures. In line 'With the Bank I s usual practice., the Egyptian Government will take 

the responsibility for $550 million needed in Egyptian currency for local labor., 

services and materials. That leaves $400 million needed in other currencies far 

equipment and services that will have to come from abroad. 

I felt that of this amount the Bank could lend half., or $200 million, but 

that it would be necessary for the Egyptian Government to find elsewhere the 

remainder of the foreign exchange needed. Before I went to Cairo., the American 

and British Governments had offered grant funds of $70 million -- enough, it is 

estimated., to cover the foreign-exchange costs of diverting the Nile from its 

~ ~completing the foundation of the Dam. The two Governments also indicated 
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that they would be prepared at a later date, in the light of the then existing 

circumstances, to give sympathetic consideration to financing the later stages 

of the project, as a supplement to Bank lending. 

The position of the two governments, however, was contingent on lending by 

the Bank. At the invitation of Colonel Nasser, I therefore went to Egypt to dis

cuss with the Prime Minister himself the circumstances under which the Bank 

would be willing to participate in the financing of the project. Most important, 

it was necessary to know "Whether the Egyptian Goverruoont was determined not only 

to give the necessary financial support to the project, but also to budget other 

public investment prudently and with foresight, so as to avoid bringing the 

project - and, indeed.a the economy of Egypt itself - into jeopardy. During 

my visit to Cairo, the Prim Minister and I reached an understanding which was 

satisfactory to me. 

Now I can hear some of you saying that it does not make sense to be putting 

.. up money for an undertaking that surely will have as one of its results the in

creased production, among other things, of ·cotton and rice - commodities already 

in surplus in the United States and in other producing countries. But I believe 

this is a seriously .mistaken view. 

Why? Because it assumes that the only way to solve the problem of surpluses 

is to limit production. It assumes that the world already has enough farm 

products ' to keep itself decently fed and clothed -- an assumption that is clearly 

untenable. It assumes, moreover, that the world economy will never be, and can 

never be, any larger than it is now -- and this .a too, flies in the face of all 

reason. 

In Egypt itself, by the time the High Dam project is fully in operation 15 

years or more from now, there will be nine to ten million more Egyptians than 

there are today, and they themselves will be pressing a larger claim on mat Egypt 
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produces. At the same time, there will be 35 million more Americans pressing 

demands on the American farm economy. And in the world at large., there will be 

half a billion more people for the world economy to satisfy. 

To say that there are world surpluses of some commodities., then., is to view 

only the top of the iceberg., for there is a good deal more to the situation than 

that. Even in an immediate sense., another part of it is that there are surpluses., 

not because there is no need for what is surplus., but because there are too few 

customers to pay for it. And in the not too long run., the danger is at least as 

likely to be one of scarcity as one of surplus. 

Now., the developnsnt of production and of earnings - agricultural and 

otherwise - is a way to mitigate the problem of scarcity., and it is a way to 

develop paying customers. That is one of two compelling reasons I can see for 

the economic aid which the United States., and for that matter., other developed 

countries., are giving to less developed countries today. 

A good many other reasons are put forward., both tor and against., economic 

aid. Most of them., I think., confuse rather than clarify the issue. We hear it 

said., for example., that such massive amounts of aid are needed that to satisfy 

them would work serious damage on the American economy. I just do not believe 

that. It ass~s that everything can be., and must be., done at once. But the 

fact is that the rate at which the underdeveloped countries can absorb new 

capital is limited; and that the number of useful projects on which public funds 

can be properly am effectively spent is far from infinite. The danger., in my 

opinion., is not that we shall try to do too much., but rather that we will find 

it possible to do too little. 

We also hear argunsnts in favor of foreign aid., on the grounds that it is 

a useful tactical instrument., both in commerce and other spheres of international 

relations. It is sometimes thought., for instance., that aid offers a convenient 
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way to dispose of surpluses. But the matter is obviously not so simple as that. 

In a situation when the world supply of some commodities is in surplus, to force 

excess production onto world merkets may undermine the export position of some 

of the very countries we are trying to help by other means; and it may complicate 

rather than assist our foreign policy -- of which, after all., economic aid is 

only one part. 

Perhaps the most popular argument of all is that economic aid is valuable 

because it can win friends for the · United States and the democracies of the west. 

This kind of thinking in the past has already kept aid from being effective as 

it might have been, because it has emphasized the act of giving~ ~r in scrne 

cases., of lending -- at the expense of careful attention to the stuey ar.rl sele c"'." 

tion of projects for economic merit. 

On the recipient side., too, the friendship theory has not infrequently had 

unfortunate results which were quite the opposite of these intended. It has en

c~uraged a supplicant attitude on the part of some underdeveloped countries, and· 

has ma.de it quite logical for them to feel resentment when one of them does not 

receive as much aid as some other. And in a few cases, the notion that American 

aid was intended to buy their favor has caused underdeveloped countries to decline 

that aid altogether. 

To follow the frieno.ship theory to its logical extreme, moreover I would 

lead the United States and other western countries into a popularity contest 

with the Russians. In my personal opinion, we already have had enough experience 

to know that offers of Soviet aid may involve, as the farner said of his cow, 

"More moo than milk." If we decided to give milk every time that Moscow moos., 

we would soon be dry. 

After all., to believe that economic aid can win friends is to take altogeth

er too simple a view of international relations; and I think we must always 
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remember the warnings of experienced diplomats that friendships cannot exist 

between nations in the same sense as it exists between one person and another . 

Indeed, if aid could win us friends in the sense that some people believe, the 

United States, after the expenditure of scores of billions of dollars since the 

war, already would be far and away the most befriended nation on earth, 

What can exist between nations is mutual self-interest, based on geography, 

history and many other factors - a complex in which aid can only be one part. 

I think that the United States, both acting on its own part and making the 

fullest possible use of international organizations like the Banlc, can wisely 

and realistically support aid for economic developroont; and I think so because 

the United States itself will benefit !rom the gravth in world production, 

markets and trade that economic development can help br:ing about. I think one 

important conclusion that follows from this is that the United States shouJd give 

support to economic aid continuously, and not according to the rising or falling 

barometer of pressures in world politics. 

I spoke a moment ago of two compelling reasons to support economic develop

ment. The second is that the course of development will become a more and more 

important factor in determining the kirrl of world we ourselves live in. 'Ihe 

political and economic revolution that we ourselves helped begin in the 18th 

century is now beginning to march through many parts of the underdeveloped 

world. Wherever the revolution marches, we see political, economic and social 

institutions in the process of change. 

The form in which these institutions begin to crystallize is of the utmost 

importance to us . In our days as a young republic we looked on the existence of 

monarchies as inimical to our awn existence1 in our own time, we have learned 

that Communism and other forms of authoritarianism can come into sharp and even 

armed conflict vd. th our own ways of life. 
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Now., we cannot impose our institutions on otrer countries . But through 

aid to e conomic development we can help those countries to make a choice which 

they will consider to be in their own interests and which would run in our favor 

as well . Today in the underdevel~ped countries., men are likely to think that 

they have a choice only between extrems - between slow starvation and quick 

revolution., between poverty and planned economies.; between hopeless inertia and 

disciplined obedience to political leaders who themselves may represent extremes . 

Economic developil2nt and rising standards of living can help forti.fy men 

against extremes . '"9n who have faith in their own future and the future of 

their own countries are not likely to sell themselves short to demagogues or 

their country short to the kinds of foreign influence that would be inimical 

to us . In a better economic environment., there is a better chance for rrsn to 

appreciate those values of freedom and democracy which mean so much in the west 

and so little in Moscow. If aid to economic developmnt can help men prize and 

assert their independence ., then it is something greatly worth doing. And if 

along with our aid we can demonstrate the validity of our own principles of 

freedom of individuals and of enterprise ., then I think we are making some 

progress toward shaping the kind of world which we ourselves want . I think this 

is worth doing - not reluctantly and hesitantly., but on a scale and with a 

constancy of purpose equal to the importance of the task . 
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Your i nvi tat ion for ·. :~ - to ~r,A~k . . ··.i: . 

h e r e t or~ ~- y wa s ?. 111 o st me l corn e o n e . Th e 

relations bAtween the World Bank and 

C a n a d a - - y o u r f i n a n c i a. l · c om""' u n i t y "- n d 

y o u r g o v e r n rrt en t . - - h ~- v e 1 on g . b e e n cl ~ e 

and cor~ial. T~is on~ortunity · to ~~eak 

to the Cannci~n Club of VontrA~l in it~ 

Golden Jubilee year allows 'T? A to m~_ke 

a token rer2yment on the debt of grititude 

which the Bank owAs to the "eonle of 

Canac!a . . 

The Bank has now beAn orerating for 

nearly 10 years. Our aim has been 

three-fold: to heln the peo~les of the 

free world to incre~~e their out~ut of 

useful goods and ~ArvicAe; to ~rn~ote a 

higher volume and bAtter balance of world 

trade; ?nc to rai~A the stand~rds of 

living In . our rr,e~ber countri eo. 

In t"'Ursuit of 
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I n t'.' u r s u i t o f t tie s e 2 i "' s • th e 8 a n k h a s 
I 

now lent. for !"ro c'uct i vp, r:rojects and 

rrogra~s. the .equivalAnt nf ~~~e 2i billion · 

dollars. 

Ab au t two - th i rd s n f th i s c1 "'O 11n t has 

been lent in wh~t ~re called the 

underdev~lor,ed areas of the -world. If th A 

alobe consistAd of 60 or 70 nations li«e 
<iiJ 

Canada, . there would be no need for~ 

World Bank. You have great resourcAs 

and an enormously productive economy here, 

a confidence that ·inspires you to invest 

in your own future. a way of rf oi ng thing~ . 
. . 

that attracts large amounts of investment 

f r om o th er c ou n t r i e s . The "'a y i n w h i ch 

you are develoni ng your cnuntrv rrovi des 

a model which many other nations m.ight 

observe to th Air own benefit. 

There is, however, 
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There 1s, however, only one Cana~a. 

And. apart· fro!Tl North America and Western 

E u ro p e • o u r f r e e "' a r 1 ~ i € a r 1 a c e w ~e r e 

poverty is the rule rather than the 

exception, ~~erA ~erh~os two hum~n bAings 

out of every three ~re ju~t beginning to 

g 1 i mp s e w h at h as b e en d one A 1 s e '"!h ere by 

modern met~ods of ~roduction, by ~odern 

science :i.nd 'l"Or'ern mec'icine. (r:e 
conditions of thA underdeveloped people~. 

the frustrations some of them feel with 

t h e i r pr e s e n t v, a y a f 1 i f e • a re s our c es 

of internal and international tension. 

Th e y a r A o n e re a s on wh y ,•,or 1 d r, o 1 i t i cs 

is so di~turbed today, ~nd why n~rts of 

the wo rl~ offer such fertile ~oil for 

the seeds of violence and Rubversion. 

The state of the 
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The state of the r,o~tw~r worlrf ha~ 

been ~uch th ?.t it hri ~ been necess~.ry for 

free countri e~ to ~~~oci ~t~ the~~ elves in 

c o mm o n d e f e n c e . 8 u t , i f "''3· il r e t o g A t a t 

so m e of the u n de r 1 y i n g c ~ u ~As o f n u r 
. . 

roetwrr r!i ffi cul ti es, therA must a.l~o be 

intArnational coorAr ntinn in the fi~l~ 

f . . ,J f. 
0 ACOnO "r: I C~ ~nu I n8_nce. 

, ir~t with ~n AXt~nsive ~rogr~~· of ov~rSARS 

a ir rf11r i no t~P. r ~ri or! of r~cnn ~truct ion ..., 

i n E u r o r e ; s e c n n c' , ,., i ·t h t h A f 11 n r' ~ h e i s .,, n k i n g 

R v a i l t1. b le t o th e Co"' m n n w p, ~ 1th c o u n t r i e.s of 

sou th A8 i a under the ColoMbo P 1 an; and 

t , i rd , '" i t h th e su b st a n t i a 1 a n d re ~ ri A c t Ad 

r2rt ehe i~ ~laying in intArnational 

orgc'.niz~.ti ons. 

Canada 1s a vicorou~ -
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C2nada 1s ~ vigor~ys nartner in the ..... . 

Wo r 1 d Bank . I n fa o t. i ·, . I VJA re to ~n ~?. k 

of rer~onalitiee only, ~n~ not off in~noe 

at all, the B::tnk would ~till h~.ve a 

c o n ~ i de r a b 1 e d e b t t o ~-ck n o "' 1 e d g e • T ~ r nu g h 

a suoces~ion of distinguished citizenR, 

Conada has h~cl 3n influ~ntial vnioe in 

our affairs from the beoinnina -- first, - -
R. B. Bryce, Secret~ry of the Cabinet in 

Ottawa, t~en Gr~h~~ Towers ~nd Oon~ld Gordon, 

and now, for the rrst ~1x yAnr!, 

Louis Rasminsky, h~ve been on our Board of 

Director~. The Secret~ry of thA a~nk, 

· "'ho i ~ a sort of co"'b i nAd chief of r,rotonnl 

a n d ma. n of ~ 11 .. ,o r k • i s a C ~ n ~ r! i ~ n . An cf , 

in fact, of our ~taff of 475 ~en ~nd 
I 

women in Washington, onA out of AVAry nine 

is a Canadian. 

A~ong our 58 ~Amber 
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A~ong our 58 ~e~ber countri e~. Canada 

1~ geoQranhic~lly the biggest, ~n~ from 

a f i n a n c i a 1 H n d i n r u st r i c1 1 ,, o i n t of v I e,", 

1s one of thP. ~n~t imnortrtnt. When the 

B a n k ' s c h art e r .. , ~ c wr i t t e n i n 1 ~4- 4 , i t 

was clear that ~ome me~bers exrected to 

b e b o r r o ,., e r R f or ma n y ye 2 rs to c om A • 

Others ex~ectec, at least ultirn~tely, to 

Rssume the ro~i tion of creditor~ and, 

t h r o u g h th e 8 ~ n k , to r r o v i de th e f un r.f s 

nece~~ary for nrogress tow~rd objActivA~ 

1 n ",hi ch they believed. T~· ··I S thAy could 

d o I n t '1' o w a y ~ : b y 1 e t t i n g th e B ~ n k m rt k e 

1 oa n s from tti e i r ~u b s c r i I" ti on~ to i t~ 
. 

c?.r,it al, ~nd by letting u~ r~i~e 

aclcitional money by ~ellina bon~s in their 

capital markets. 

From the first, 
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F r Om .• th e f i r ~ t , Can :J. d a wa S ~ CO Un tr y 

to whom the Bank coul~ look for rr: ~tA ri ~ 1 

as we 11 a s rn or (I 1 ~ u ri "'or t . \Vh en C ~ n r r' a 

j o i n e d t h e B a n k , ~ A n r_ i d i n 6 5 m i 11 i o n 

UnitAd StatAs ~nd Canadian rlnll~rs ~~ 

her Pubscri~tion to our c~~it~l ~tock. 

Of this ~mount, 58! ~illion was in C~n~dian 

do!l:J.r~. ~nd cnulcl be lPnt by t~e B~.nk 

on 1 y w i t t-, the c onr. An t n f · t he C ~ n n d i an 

G av e r nm en t . 

Beginning 1n 1948, Canada was one 

of the fi r~t countrie~ to rP-lease any 

con~iderable amount of its own currency 

to t h e B a n k f o r 1 P. :1 d i n g • S i n ce ~ a y 19 5 2 , 

we h~ve had the entire origin~! c~nadi~n

doll~r ~ubscri~tion avail~ble for ln~n~ • 
. 
1n ~ny of our ~e~ber countrie~ and on a 

convertible basis. While ~~ny of our 

European ~em~~r~ h~ve now 
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Euroryean rnqii,bers h c1ve now 'Tl? ce rAlP.~~As to 

us on v? r I o u ~ con di t i on ~ , i t ,-,:, ~ th e 

U n i t e cl S t <1 t A R ~ n d C " n a d ~ o n "'h i c h we 

relied almo~t ent i r~ly for ~uh ~er i ·~Ar' c~"" i ta : 

c!uri no. our fi r~t five vears of life; and - -
th es A rl r e ~ t i 11 the o :11 y t "' o ~ e ~ b P. rs 

who~e currAncy we _have on a co~rl~tely 

convertible ba~is. 

The Ganrl.dian ca!"ital market hn~ ~lso 

been c, val u ::1 b 1 A r-o u r c e of f i n r. n ce to the 

Sank . Ve have flnntAd t~rAe i s~uA~ of 

bonds in your fT'arkAt -- 1n 1952, 1n 1854 

and in W~ rch of l~st yenr. L~st ~u~~er, 

at the ~remium c~ l lAd for in thA ~Ale 

agreenient, we retired t"'n first of t~~e 

issues, seven years in advance of 

matur ity. 

Vie now h~ve a ·balance 
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We now h?ve a b~lance of $40 ~illinn 
:.1 • ' ~ .. ;;· 

~:.;-;~:: ~ 
w or th o f C a n ~- ~ i ~ n - d n 11 ct r · fli nric! ~ ~ t i 11 

outstanding. ~nd these s~curi ti es~are 

G "" . w~ll known in your rnarkAt. c1na,.,,12n 

investors hav~ also bought our UnitAd 

Statet doll~r bonds. All in ~11, from 

car. it al ~ u bs c r i rt i on ~ n r fr ofTI b 'l re R ~t i 11 

outs tr. n d i n g i n Can ~ t ::1. , ,.vA hi v e '1 ~ d i n t h ~ 

neighborhood of $1~n million of loan 

f u n d s fr o m C a n;,. cl i ~n ~ u re e s • 

Now t~is ~nney wpg m~de ~vail~ble 

3S a m~tter of enlightAned ~elf-intP,rest -

m a d e av a i 1 ~ b 1 e , I r, r A s tHrt ~ t o t '1 i n I< • 

because your bu~ine~B co~~unity ~nd your 

g o v e r nm e n t b e 1 i eve t ha t t he 8 ~- n k i s a 

b u s i n es s- 1 i k e i n ~t i tu t i on , an c' on e w h o e e 

a c t i v i t i e s i n th e w o r 1 r' u, i 11 b e a 

constructive force bringing a general 

benefit to c~nar4~. ?. S "'All a~ to the other 

.,,e.,.bers of our 
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members · of our i n ~ti tut i on. 

N e v e r t h e 1 e s s , i t '"~ s n o t t a b e 

eX'1ACterl that your virtue "'ould go wi t"'9out 

any ~""ecific rew:,_ r rf . The c~.nadian 

indu strial and exrnrting com~unity has, 

1n fact, diractly benefi t~d from tha lo~ns 

of the Bank. Ur to now, our borrowers 

h av e c ho s e n t o bu y I n C?. n ~-d a ~ o re th an 

$100 million worth of good~ and services 

they need for nrojects we are helr,ing 

t o f i n a n c e • Th e v ~ r i e t y o f '-''h 3_ t C a n a. d a 

has sup~lied give~ re~~rka~le tA~timony 

to the versatility of c~n~di ?n ~roduction. 

It has r~nged ~11 the wpy from r~ilway 

locomo ti VAS and ind ustr i al eou i ~ment to 

a shipment of ~00 pedigree cattle which 

just a couple of months ago left the rort 

of Montreal on its way to Peru. 

The Bank has made 
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ThA Bank hps m~de 140 . loRn~. 

C an ad i an ~up f"l l i er s h ~-v e ~ h · i "'" e d g no rl ~ 

under more than 40 ~f the~. ~nd Canadian 

equinment ha~ rlone yeoman service on 

Ba.nk-fi nancec! rroject8 2round the world. 

It has helped the bottlenecks , in the 

railway Ryste~• that were strangling the 

economy of India five years ngo; it has 

helped solve transr'}ortati on rrobler!1S in 

Australia and South Africa; it hn~ helped 

i n c r e 2 ~ e s u n n 1 i es o f Pl e c t r i c n o ,,, A r i n 

Mexico and Brazil; nncl it i ~ todt1y working 

in 20 different countriee. One of the 

la.rgest contrncts AVAr awarded for the 

purpose of a B~nk-finnnced nroject is 

even no~ being filled by the Oominion Steel 

& Coal Com~any here in W.ontre~l -- a 

contract · for the supnly of some 175,000 

tons of rail for the 1,000-~ile long 
Pacific Railway of Mexico. 
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P : i f i C Ra i l We y Of rt~ X i C O • 

Some Canadi~n Axrorts under Bank 

loans have been f inancAc' with funds th~t 

o r i c! i n ate d i n th e Un i t Ad St~ t A s , ~ n d so rne ... 

sf ;b1FJn ,Pe,iar t. have been fin~ ncP.d by 

the co l lnrs th~t ~ ? Ve heen m~de ~vail~ble 

from c~n~cla. But, in n.ny case, of th A 

b r e ad yo u have c n st on t h e ,_.,~ t e r ~ , a 

consic!errtble amount h~s corm back. And 

I t '!f i 11 k e A p On C O""! i n g b a Ck • 

V. r • Ch a i rm~ n , I ho re t ha t you and the 

meT:~ers of the Canadian Club of WontrAal 

wi 11 forgive me for dwelling at this 

1 e n g th on th e r e 1 a t i o n ~ h i p ~ b e t ,., e en C 3 n ad a 

and the Bank. But it is a co~tructive 

~tory, ~nd one that I don't h~ve the 

or ~ o rt u n i t y t o t A 11 a~ of t An R s I '"O u l d l i k e • 

~ow, with your indulgence, 
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Now, with your indulgence. I ~hould 
•. -~: :_ .. .... .. .. 

1 i k e to turn qui te br i Afl{j, to the , •. ,a y 

1n which thA \Vo rld Bank coe ~ I t~ job, il. nd 

to those broader benefits th at I think 

may accrue to Canada fro~ P.conom.ic rrogr?.~~ 

1 n t h a 1 e s ~ r' e v e l or., e ~ a r e ~ s o f t h e ,,, o r 1 d . 

Fir~t of ~11, let mA tell you th~t 

the Bank is a bu~ines~ institution. We 

m a k e 1 o a n ~ f or '''"' i c h !".' r i v , t e c ~l r' i t ~ 1 i s 

not RvailablA, but WA do not c~urt 

unreasonable risks. The best Avi d~nce of 

th at are these: fi rc;t. our lo~n ~. wi thout 

exception, are h0ing rAn ~i d as due --

i n fact , rn o re than $1 O O rr i 11 i on ,v o rt h h :t ve 

been repfl.i dwell in ~dvance. Second, 

our reserves, built un from ~~r~ingr and 

commis~ion~. ~re now ovAr $200 ~illion. 

Our ~rinci~~1 t~~k. 
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Our rrincinal tg.~k, in the 

uncerceveloned countrie~, hn~ ~eAn to 

help build up ~he kind of econo~ic b?se 

w ~ i ch . w i 11 make po ~s i bl e rro re o roe: uct i on, 

more Aarnings and savings, ~nd ~orA c~pncity 

a n c! op p o rt u n i t y t o i n v Ast . H e re i n Ca n ad a , 

your transcontinent~l r~ilw~y syetem and 

your extensive u~e nf hydroelActric rower 

resources have been vit~l to economic 

growth. It ~hould come ~s no surrri~e to 

you, then, to learn th~t the Bank's bigge~t 
l 

i n v e st m en t s - - a rr, o u n t i n g t o ,,, A 11 o v er 

$1 billion, h~ve been PrP.cisAly in these 

two fiAld~, of elActric power and 

transportation services. 

We have lent about a quarter of a 

b i 11 i on ·do 11 a rs for i n du st r i es bas i c 

to th~ development of particular cou~trie~ --

as i n the case, 
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as 1n the case, for in~tRnce, of nur 

31-million-doll~r loan for t~e nriv~te 

~roduction of iron ~nd ~teel in ln~i 2. 

Vie have lent ~nother r,u;-.rtAr of a billion 

for agricultural rlevelo~~ent. Fin~lly, 

we have lent $140 million for ~evelor~ent 

programs A~bracing several or all of these 

different kind~ of develon~Ant. 

The Bank lend~. in the norm~l course, 

for. srecific rrojects. We rick ~nd test 

o u t th o s e p r o j e c t s ,0 i th ~- g re a t cl A ~-1 o f 

care. Both rriv~te ~nd gnvP.rn~Ant~l 

a p ~ 1 i cant~ have co.,, A to know t ~ct. t they 

must show us some s~ecific ~rnjAct or 

program of demonstrable usefulness. 

To find out how things stnnd, we vi~it the 

field anc get our applicant~ to demonstrate 

to us how the project fits in with · the rest 

of .. the . economy, 
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of the econorny·, how urgently it is needed 

right now, whether it will snti~fy a 

laFting need, or whp,th~r there ~re 'T'ore 

i rn n. or t ~- n t th i n a ~ o n wh i c h o u t ~ i er e c ~ n it a 1 . ..., 

C O U l c! b P. U ~e d • VI A ~ ~ n d o I J r e n c, i n A e r s 
.;.J 

Hnd other technic a l r-eonle to see ,,,h ether 

the o roject wi 11 actually work, to check 

~pecifications, construction rl ?ns, 

proouction costs, ma rket rro F- ~ect~ and 

~ny other matters t~~t m~y ~ffAct t~e 

project • I f n e c es s n r y , ~s i ~ not 

i n fr e o u A n t l y t t, e c a RA • 'YA re c om 'T! A n d c h an g e s 

1 n the project before ,., e rt gree to go ahAad. 

From the firRt, the Bank h ~ ~ tn be 

concerned With a g~od eeal ~ore than 

engineering designs. We ~rA helring to 

fin~nce undertakings of a kind or on a 

scale never before attempted in many of our 

merrtler countries. 



Ir : 

- 17 -

member countries. These, in their turn, 

often require not only n~~ m?chinery ~nd 

new skills, but also new kinds of 

organization ~nd new formul~tions of ro l icy. 

So the Bank, at the s~me time th~t it ha~ 

lent for eaui~ment, h~P QiVAn advice on 

the orgr1niz~tion of ~uthorities to 

ud~ini~ter ports and m~i nt~i n highway~; it 

has helped create new credit institutions, 

both public and private;_ it tias as~ i r,ted 

i n th e de v el on me n t o f c a r it -a 1 m ark e t ~ ; i t 

has assisted in the devAlopment of higher 

standards in the nublic ~~ministration of 

econ om i c and f i s c ct l ~ ff c1. i r~ . The 8 a nk , 

a b o ve a 11 , h c1. s tr i ed - - n n c' w i th so IT!e 

success -- to instill the concept that 

governmental investment mu~t be budgetP.d 

and directed tow~rd realistic go~ls, ~nd 

i n ~ u ch a 11
' a y a. ~ to 
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1n euch ~ way as to sup~ort rather than 

ob~truct r.rivate initiative and investment. 

(Egyrt) 

One of the Bank's . chief aim~ 1s to 

~timulBte nrivate investment. and we 2re 

one of the chief vehicles for carrying 

orivate funds abroad. The s~le of our 

bonds is one instrument for doing that; 

snd ~t ~resent. we have $860 million 

worth outst2nding 1 in Canada. the United 

State~ and 25 other countries 1n both 

h em i sp h e re s • Ano t he r i n strum e n t i s the · 

sale of parts of our loans to other 

inve ~tors. who either buy from our portfolio 

or particirate in the loans when they are 

m a ~ e . Th e s e s ~ 1 es • wt, i c h f o r so'" e ye a rs 

pa~t have been made · without our guarantee, 

~now amount to $225 million. Finally, we 

have on three 
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have on three occasions in the r~~t 14 month~ 

combined ,.,i th the can it al ·· market in the 
., 

United States to make loan~ for economic 

development. In the ca~es of Belgium, 

Norway and thA Union of South Africa, we 

have made loans at the same time that these 

countries were selling rublic bond issues 

in the American market. ThA total of these 

t r a n s a c t i on s i s $14 O m i 11 i on , ~ i v i de d ab out 

equally between the :n.arkF3t and the Bank. 

S o • i n a 11 • the B a n k h ~ s mu st ere. d ~ o !ne t h i n g 

more than one billion dollar~ of "rivate 

capital for international investment. 

As many of you know, ~~ are now 

establishing a new affiliate of the Bank, 

called the International Finance Corpor~tion, 

to work directly with private investors to 

stimulate the growth of . productive private 

en t er p r i ~e • 
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enterprisA, particularly in the less 

cl e v e 1 op e d a re a ~ o f th e w o r ld • I F C w i 11 

c om e i n t o b e i n g wh e n 30 ca u n tr i e s • w i th 
.. '. ' ,,,.._ 

·. . ... , c a r i t ~ 1 e u bs c r i ~ t i on s o f P. t 1 e a s t 

$75 million, have acce~ted it~ charter. 

As you would h~vA Axnected ~nd 

exnected, C~nad~ -- who~e subscri"tion to 

the Cornoration's canit~l will be 

3,600,000 U.S. dollars -- was the fi rAt 

~ajar ~ub~criber to comrlete the action 

necessary to membership in IFC. 

IFC will do two things the Bank doee 

not do: First, it will make loans without 

government gu?.rantee. Second. it wi 11 not 

only make fixed-interest loans, as ~oes 

the Sank; but it. will alAo invest in more 

flexible ty~e~ of securities deRigned to 

meet the needs of ~new or ex~anding 

businesse~. 
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bu~inesses~ Naturally, IFC will try to 

sell off it~ holdings~~ ~oon a~ it can, 

in order to revolve it~ funds ~~ong ~s 

many projects ?8 possible. The Cnrporation 

wi 11 not own c·ommon stock, nor wi 11 it take 

:.:,?.· t h e r e s p o n s i b i 1 i t y f o r ma nag i n g t he 

enterprises in which it invests. What it 

will look for is exnAriAnced partnerR 

interestAd in dAveloping new AntArnrisee 

overseas, and r rep a red to ·i nvAst in th em 

their money 3nd thAir qkills. We hope 

very much to find some of those ~artners 

among Canadian firms ~ith new or exn ~nding 

overseas .interAst~. 

International investment ha~ rroved 

profitable to the Bank, and it is ~roving 

profitable to our me~ber countries. Rather 

than talk to you in million-dollar · figures 

and global terms, 
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and global terms, let me draw you one small 

b u t s y m b o 1 i c r, i ct u r A o f h o u, t h e n r o c es s 

works. 

One of the sm8lle~t of more th~n 50 

projects financed by -the Bank ~as part of 

both rublic and private power development 

progr~ms in ~exico w~ ~ to put 600-kilowatts 

of generating capacity into the town of 

Tecuala, near Mexico's west canst. The 

installa tion began operating in 1951. 

At about the same time, a ~aved ro~d 

arrived to give Tecuala a better connection 

with the surrounding farm country. The 

seauel to these two events was littlA 

short of explosive. 

In the next three year~. the por.ul~tion 

of the town rose from 5,000 to 13,000. 

The number of children 
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• The number of children in school multiplied 

s e v e n - f o 1 d ; 1 an d f o r th e f i r s t t i "1 e • th e 

a~ult~ of Tecual~. many of them illitAr~te, 

were able to have a niaht ~chool. TherA -

I 

• 

1s power now for the hosnital ?nd it~ 

f i r ~ t f 1 u o r o ~ c o !'.' e . T, e n A ,., A 1 ec t r i c i t y 

is pov~ring two movie theaters, the town's 

f i rs t rad i o stat i on a n d th e n res ~ es of i ts 

first newsn aper. The number of s~all 

factories and ~roceFsing nlants has grown 

from three to more t h ~n ~o. Among other 

things I lecu ~la no w makes ice I corn meal 1 

shoe~ and furniture. The community is 

making more, earning more, and is much 

better able to s~tisfy its hunger for 

products from the outside wbrld. To cite 

only one instance, there are today more 

than a dozen stores 
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thJn a dozen stores .selling electrical 

appliances, as compared to none five years 

ago; and Tecuala is now~ market for · 

electric f ·ans, electric i rans, radios and 

r e f r i g e r a t o rs • ) 

The implications of this story of 

e c o n o rn i c cl Av e l o nm A n t a r e , I a m. ~ u re , 

trans~arently clAnr to this ~udience of 

In thA AX~eri~nce of the B~nk, 

th e ex ~ m f' 1 e o f Te cu ~ 1 a , wi th i t s b A t t e r 

1 i f e n n d i t s g r o ~c, i n g -n ~.r k e t , c ~- n be 

multiplad thous~nds of times over, and 

1n many different countries. 

Up to now, the Bank has helped to 

finance enough power-generating ca~acity 

to SArve an industrial and commerci~l 

complex ?._S big a~ that of greB.ter NAw York 

City. \Ve have -~elred nut· new 8'1Ui r,rr,ent on 

Ano ugh r a i 1,•,a vs 
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e n o u g h r a i 1 ways a n c4 h ~- v e .. h e 1 p e d bu i 1 d o r 
•· . 

rehabilitate enough hign~ay and railway 

m i l e a g e to g i rd 1 e th e g 1 ob e • The o b v i· o u R 

effect of these and other projects is 

that in our member countries, there are 

m o r e p r o d u ct i o n , rn or e e a r n i n gs , ~.n ~ r, n 

ability to SAll ~ore ~nd to buy more 1n 

world trade. 

N ow , a s yo u we 11 k n o ,1, , C a n "· d ~ e n g ~ g e ~ 

in more intern~tionrtl trader.er head than 

any other country in th~ world -- ?nd I 

cannot imagine any country th~t in an 

economic Fense has a bigger stake in this 

process of economic development and 

growing markets. That 1s why I think 

Canada's participation 1n the World Bank 

is in the interests of all Canadians. 

But bAyond the sphere 
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But beyond the sphere of economics, 

I think that Can~da ha~ bronder and e~ually 

compelling rea~ons to be concerned with 

economic rroaress in the rest of the world. -
For economics also relate to the question 

of peace or war. 

Throughout the underdeveloped countries-

which is to say most of the world -- there 

1 s an intense yearning for better living . 
.. 

The p2uper ~eoples are no longer content . 

to live in poverty, for in this day of 

modern communications, they know what lif~ 

1s like elsewhere. 

The condition in which many of these 

pe~ple eke ou_t their existence is ·one of 
' 
~ 

the chief threats to our ,o,,m security. 

It is for international communism a source 

of support. 
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of support~ It is ' for:' the free world a ... 

source of weakness, becau$e it i~ one of 

the factors behind the violent quarrel~ 

that have broken out, ~nd continue to 

break out, between nations that lie out~icle 

the Soviet orbit. 

It is something more than coinci clence, 

I think, that the trouble spots of recent 

years -- parts of the Far East, of the 

Middl~ Ea~t and of Africa -- are al~o areas 

where actual standards of living ~re in 

sharpest contrast with the standards to 

which people a~r,ire. I do not mean to ~'tl.y 

that the causes of international tension, 

of big wars and little wars, begin ~nd end 

with economics. But I do deAnly doubt that 

~e can have a politically stable world unless 

it is also one in which e.conomic progress 

i s being made. 
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r is being made. 

.... 

To heln the underdeveloped countries 
I 

lift themselves to new ways of working 

and living, then, is also to increase our 

own chances of living our own lives in 

peace. The World Bank is one in~trument, 

among m8ny, th~t is ~ttem~ting to nrod 

the nace of economic develo"ment. In term~ 
J 

of the mo~ld scene, the orer~tione of the 

Bank are of close concern to you as 

Canadians with a stake in the future of your 

co u n t r y • I b e 1 i e v e that wh a t t he Ba n k I s 

doing and helping the underdeveloped 

countries to do C8n truly be seen as a 

vital ~art of one of the mo~t urgent ta~ks 

of tod~y -- t~e t~~k of rooting nut the 

p o i son s of "o ve rt y Rn d ,.,a r • an d o f ~ o '"' 1 n g 

the seede from which Ptability ~nd nrdAr 

i n ,., o r 1 d ?. f fa i r ~ ca n g r o. w - -



I 

. '• 

- 29 -

· in world affairs can grow -- and I think ,, . 
Canadians can take pri~e from their 

association with the Bank in this task. 

fl###### 

- " ... 
,II 

. • i 



.la another project in the dewlopJli8nt ot electric powr iD Mexico, 

ve financed generating equipnaent tor an electric plant ot 2700 ld.lovatta in 

the town of Ciudad del Carmen, a abriJlp-fiabing port ot the t\il! ot Mexico. 

Thia vaa Ca.men' a tirat dependable, 24-hour-a-day electric auppl7, and presented 

the tirat opportunit7 to aake enough ice to tu~ protect the abrilllp catch 

troa spoiling. line deep freezing and ice lUDUf&eturing plant• haft now gone 

up 1D Carmen. A large abrinp canning factor,. baa been built and ia operati.Dg 

at a aubatantial profit. SeYeD SJl&l.l 7arda haw co• into operation to 

build aore fishing boats. Two 7eara ago, oni, an occasional tramp ateaur 

called at Carmen to pick up ahriap - toda7, 11Ddern refrigerator ship• pro-

vide regular service troa Carmen to Texas ports. Furniture plants and other 

8111&1.l 1Ddu1tries haTe begun to spring up. Thia town, which three 7eara ago 

vu alllk>at literall7 in danger of drying up and blowing away, ia nov a buq 

and grovi.Dg comunit7. That is vbat a little electric power and a lot of 

priffte initiatj ve have been able to do in C&l'lllne 
:' •." 
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Your invitation for me to sneak 

here today was a mo st welcorne one . The 

relat i ons between the World Bank and 

Canada -- your financ i al com~un i ty and 

you r government _ - - have 1 on g been cl~ e 

and cord i al . This onnortun i ty to sneak 

to the Canad i an Club of ~ontreal i n i ts 

Golden Jub i lee year allows me to make 

a token repayment on the debt of grat i tude 

which the Bank owes to the ~eople of 

Canada . . 

The Bank has now been operat i ng for 

nearly 10 years . Our a i m has been 

three - fold : to help the peoples of the 

free world to increa~e the i r out~ut of 

useful goods and serv i ces; to nromote a 

h i gher volume and better balance of world 

trade ; and to ra i se the standards of 

l i v i ng 1n our membe r countr i es. 

I n nursu i t of 
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I n p u r s u i t o f t he s e a i rr s , th e B a n k h a s 

now len t, for pro duct i ve nroject s and 

nro gr ams , the equivale nt of som e 2t b i ll i on · 

dolla r s . 

About two - th i r d s of th i s a mo un t has 

been lent in what are called the 

underdeveloped are as of the wo rl d . If the 

glob e c ons isted of 60 or 70 nations li ~e 

Can ada , there would be no ne ed for a 

World Bank . You have great r esou rc es 

and an enormously prod uctive economy he re, 

a co nf i de n ce that i n sp i re s you to i nv es t 

i n your ov.,n future , a way of doing th in g~ 

that attr ac ts la r ge amounts of investment 

f r om o th Ar c ou n t r i e s . The wa y i n w h i ch 

yo u are d e v e 1 op i n g yo u r c nun t r y p ro v i de s 

a mod el wh ich many other nat io ns mi gh t 

observe to the ir own be nefit. 

There 1s , howe ver, 
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There 1s , however , only one Canada . 

And , apart from North Amer i ca and Western 

Eu rope . our free or 1 d i s a n 1 a c e w he re 

poverty 1s the rule rather than the 

except i on , where oerhaps two human be i ngs 

out of every th r ee a r e just beg i nn i ng to 

g 1 i mp s e w h at h as b e en d o n e e 1 s e u,h er e b y 

modern methods of production . by modern 

sc i ence and modern med i c i ne . The 

conditions of the underdeveloped peoples , 

the frustrat i ons some of them feel wi th 

the i r present way of l i fe , a re sources 

of i nternal and i nternat i onal tens i on . 

They are one reason why world politics 

i s so d is turbed today , and why parts of 

the world offer 8U ch fert i le so i 1 for 

the seeds of v i olence and subvers i on . 

The state of the 
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Th e st a t e of th e p o ~ t w ~ r w or 1 d h a R 

b e e n s u ch th at i t h a s b e e n n e c e s s a r y f o r 

f r e e co u n t r i es t o r1 s ~ o c i ate t h ems e 1 v e s I n 

common de fence. But , i f we are to get at 

s o m e of th e u n de r 1 y i n g c a u s e s o f o u r 

postwar d i ff i cul t i es , there must also be 

i nternat i onal cooner~t i on i n the f i eld 

of econom. i c s and f i nance . Cana.da h ~s 

already g i ven le~dersh i p i n th i s f i eld , 

f i r~t with an extens i ve program of ovA r seas 

a i d -dur i ng thA n er i ad of recon~tructi on 

i n E u r o p e ; s e co n d , w i t h t h A f u n d ~he i s ma k i n g 

ava i lable to the Commonwealth countr i es of 

s o u th As i a . u n de r th e Co 1 om b o P 1 an ; an d 

th i rd , wi th the substant i al and res ected 

pa r t she i s play in g i n i nternat i onal 

org3.n i zat i ans . 

Canada 1s a v i gorous 
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Canada 1 s R vigorous oa r tner i n th e 

W o r 1 d 8 a n k . I n fact , i f I WA re to s PA a k 

of oe r sonal i t ies only , and not off inance 

at all , the Bank would st i ll have a 

con~ iderable debt to acknowledge . Through 

a success i on of d i st i ngu i shed c i t i zens , 

Canada has had an i nfluAnt i al vo i ce in 

our affa i rs f r om the beg i nn i ng -~ f i rst , 

R. B. Br yce, Se cretary of the Cab i net 1n 

Ottawa , then Gr aham Towe r s and Donald Go r don , 

and now , fo r the past s i x yAar~ , 

Lou i s Rasm in sky , have bee n on ou r Board of 

Di rectors . The Secretary of the Bank , 

who i s a sort of comb ined chi ef of nrotocol 

a n d ma n o f a 11 .. , o r k , i s a C a n ad i a n . An d , 

i n fa ct , of our ~taff of 475 men and 

women i n Wash i ngton , one out of every ni ne 

i s a Can ad i an . 

Among ou r 58 membe r 
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Among our 58 member countries, Canada 

1 s g e o g r a[\ h i_ ca 11 y th e b i g g e st , a n d f r o rn 

a f inancial and industrial noi nt of v 1 e , 

1s one of thA ~o~t imnortant . When the 

Bank ' s ch art er was wr itten in 1944 , it 

was clear that ~ome members expected to 

be borrowers for many yea rs to come . 

Others expected , at least ultimately, to 

assume the posit ion of creditors and , 

t h r o u g h th e 8 a n k , to r., r o v i de th e f un d s 

necessary for progress toward objectives 

1 n wh i ch t he y be 1 i e v e d . Th i s th e y c OU 1 d 

do In two ways : by letting the Bank make 

1 o a n s f r o m th e i r su b s c r i n t i o n s t o i t~ 

canital, and by lett ing u~ raise 

ad d i t i onal money by selling bonds ,n the ir 

caoital markets . 

From the f irst, 
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From the f i rst , Canada was a country 

to whom the Bank could look for m~.tAr i al 

as well as moral suonort . \Vhe n Can~da 

jo i ned the Bank , she na id i n 65 mi ll i on 

Un i ted States and Canad i an dollars as 

her subscr i otion to our can ital Rtock . 

Of th is amount , 58! mi ll i on was i n Canad i an 

dollar~ , ~nd could be l~nt by the Bank 

o n 1 y w i th th e c on s e n t o f t he C a n a d i an 

G av e r nm e n t . 

Beg i nn i ng 1n 1948 , Canada was one 

o f t he f i rs t co u n t r i e s t o r e 1 e a s e a n y 

cons i derable amount of i ts own currency 

to the Bank far 1 end i ng . Si n ce May 1952 , 

we have had the ent i re or i g i nal Canad i an 

dollar subscr i nt i on ava i lable for lo~ns , 

i n any of our mernber countr ies and on a 

convert i ble bas i s . Wh i le ~any of ou r 

Euro ean membArs have now 
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Eu r opean membe r s have now made relAases to 

u s on var I o us con d i t i on s , i t was th e 

Un i ted States and Canada on wh i ch we 

r el i ed almost ent irely for ~ubscr i bed ca~ i tal 

dur i ng our f i rst f i vei yea r s of l i fe; and 

these are st i ll the only two members 

whose currency we have on a comoletely 

convert i ble bas i s . 

The Can ad i an ca o it a 1 market has a 1 so 

been a valuable s ource of f i nance to the 

oank . We ha ve floated three i ssues of 

bonds i n your market -- i n 1952 , 1n 1954 

and i n Ma rch of last year . Last ~umme r, 

at the nrem i um callAd for i n the ~ale 

agreement , we ret i red the f i rst of t~se 

i ssues , seven years i n advance of 

matur i ty . 

Vi e now have a ·balance 
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We now have a balan ce of $40 mil l ion 

worth of Canadi?n - dollar bondc st ill 

outstanding, and these secur itie s are 

·· e 11 known i n your rna r k et . Can ad i an 

inve sto r s have also bought our United 

States dollar bonds . All in all , from 

cap it a 1 su bscr i pt i on and fr om b o rd s st i 11 

outstanding in Canada, we have had in the 

neighborhood of $130 mi ll ion of loan 

f u n d s fro m Ca n a d i an ro u re e s . 

Now this money was made ava ila ble 

as a matter of enlightened Relf-i nterest 

made ava i lable , I nresume to think, 

because you r bus ine~s community and your 

government bel i eve that the Bank i s a 

b u s i n es s - 1 i k e i n st i t u t i on , an d on e w h o s e 

act i v itie s in the world will be a 

constructive force br in g ing a general 

benef it to Canada as well as to the other 

me.,.,bers of ou r 
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me mb er s of our i n ~t i tut i on . 

N e v e r t h e 1 e s s , i t ,~,a s n o t to b e 

exnected that your v i rtue would go wi thout 

any snec i fic reward . The Cana d i an 

in du st rial and export i ng com~un i ty has , 

1 n fact , d i rec t 1 y ben ef i t e d from the 1 o ans 

of the Bank . Up to now , our borrowers 

have c hos en to buy In Canada mo re th an 

$100 mi ll i on worth of goods and serv i ces 

they need for nrojects we are hel pi ng 

t o f i n a n c e . The v a r i e t y o f wh at Ca n ad a 

has sunnl i ed g i ve~ remarkable test i mony 

to the versa t i l i ty of Canc1_ d i ~.n r,roduct i on . 

I t has ranged ~11 the way from ra i lway 

loco mot i ves and i nd ustr i al enu i nment to 

a sh i pment of 300 oed i gree cattle wh i ch 

just a couple of months ago left the nort 

of Montreal on i ts way to Peru . 

The Bank has made 
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The Bank has made 140 loans. 

Canadian supnl iers have sh i nned good~ 

under more than 40 of them , and Canadian 

equ io ment has done yeoman se rvice on 

Bank - f in anced projects around the wo rld . 

I t has helped the bottlenecks in the 

railway systema that were strangl ing the 

econo my of I n d i a f i v e ye a r s ago ; i t h as 

helped solve t r ansp art at i on p roblems i n 

Aust r al i a and South Afr ic a ; it has helped 

incre ase suppl ies of electr ic powe r in 

Mex ico and Br az il; and i t i s today work ing 

in 20 dif ferent count ri es . One of the 

largest contracts eve r 8Wa r ded for the 

pu r pose of a Bank - f in anced n roject 1s 

even now be ing filled by the Dom inion Steel 

& Coal Comnany here in Mont real -- a 

contract for the suonly of some 175,000 

tons of r a il fo r the 1 , 000- mile long 
Pac i f ic Ra i lway of Mex ico. 
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Pac i f i c Ra i lway of Mex i co . 

Some Canad i an exports under Bank 

loans have been f inanced with funds that 

or i g i nated i n the United States , and some 

•f 1 h &'1 A ,ce pa ar ti. have been financed by 

the dollars th~t have been made ava i lable 

from Canada . But , i n any case , of the 

br ead you have cast on the water~, a 

cons iderable amount has corm back . And 

i t wi ll keep on com i ng back . 

Mr . Cha i rman , J hore that you and the 

members of the Canad i an Club of ~ont r Aal 

wi ll forg i ve mA for dwell i ng at th i s 

length on the relat ionsh i ps between Canada 

and the Bank . But i t i s a construct i ve 

story , and one that don ' t have the 

opnortun i ty to tell as often as I would l i ke . 

Now , with your i ndulgence , 
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Now , wi th your i ndulgence , I should 

l i ke to turn qu i te br i efly to the way 

1 n w h i c h t h e \Y o r 1 d 8 a n k d oe s i ts j o b., a n d 

to those broader benef i ts th at I th i nk 

may accrue to Canada from econom. i c progress 

1 n the less developed are.as of the \AJO rld . 

Fi r st of all , let me tell you that 

the Bank is a bus i ness inst i tution . We 

make loans for wh i ch or ivate ca~ ital i s 

not ava i lable , but we do not court 

unreasonable r i sks . The best ev i dence of 

th at are these: fi r~t , our loans , wi thout 

except i on , are being rep ai d as due --

i n fact , more than $100 mi ll i on worth have 

been r epa i d well i n advance . Second , 

ou r r eserves , built up from P-~rnings and 

comm i ss i ons , are now over ~200 mi ll i on . 

Our nr i nc i pal ta~k , 
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Our n r i nc i r.,al ta~k , i n the 

underdeveloped countr ieR , haR beAn to 

help bu i ld up -the k i nd of econorn i c· base 

w · i ch . w i 11 m a k e p o s s i b 1 e rr. o re P rod u ct i on , 

more earn i ngs and sav i ngs , and more capac i ty 

a n d o p p o rt u n i t y t o i n vest . H e r e i n C a n ad a , 

you r t r anscont i nental ra i lway system and 

your extens iv e u~e of hyd r oelectr i c powe r 

r e s o u r c es h ave b e en v i ta 1 to e c on om i ·c 

growth . I t should comA as no sur~rise to 

you , then , to learn that the Bank ' s b i ggeRt 

i nvestments -- amount i ng to wAll over 

$1 b i ll i on , have been prAc i sAly i n these 

two f ields , of elActr i c powe r and 

t r ansportat i on serv i ces . 

We hav~ lent about a quarter of a 

b i ll i on dolla r s for industr ies bas i c 

to the development of part i cular countr i es 

as i n the case , 
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as 1n the case , fo r i nstan ce , of ou r 

31 - mi ll i on - dollar loan fo r the nr ivate 

~roduct i on of i ron and steel i n l nd i a . 

We have lent ~nothe r nuarter of a b i ll i on 

for ag ri cultu r al development . Fi nally , 

we have lent $140 mill i on for development 

programs embrac i ng s everal or all of these 

different k i nds of development . 

The Bank lAnd~ . i n the norm~l cou r se , 

for . ~rec i f i c projects. We ~ i ck ~nd tAst 

out those projects wi th a gr eat deal of 

care . Both nr i vate ,nd gover n""Al"ltal 

ap~l i cants have co111e to know that they 

must show us some spec i f i c nroject or 

prog r am of demonst r able usefulness . 

To f i nd out how th i ngs stand , we v i s i t the 

f i eld and get our appl i cants to demonst r ate 

to us how the p r oject f i ts i n wi th the rest 

of the economy , 
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of the economy , how urgently i t i s needed 

r i ght now , whether i t wi ll sat i ~fy a 

1 a s t i n g n e e d , o r u, h e th e r th er e a r e 111 o re 

i m nor tan t th i n g ~ on wh i ch outs i de c ~ o it a 1 

could be u~ed . We send our eng i neers 

and other techn i cal people to see whether 

the p roject wi ll actually work, to check 

~pac i f i cations , construct i on plans , 

product i on costs , market prospects and 

any other matters th at may affect the 

p r o j e c t . I f n e c e s s a r y , as i s no t 

i nfreauAntly the ca8e , we recommend changes 

in the project before we agree to go ahAad . 

From the f i rst , the Bank had to be 

concerned with a good deal more than 

e n g i n e er i n g de s i g n s . \Ve are h e 1 n i n g to 

f i nance undertak i ngs of a k i nd or on a 

scale never before attempted 1n many of our 

member countr i es . 
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membe r countr i es . These , i n the i r tu r n , 

often r equ ir e not only new m~ch inery and 

new sk i lls , but also new k i nds of 

or gan izat i on and new fo r mul~t i ons of rol i cy . 

So the Bank , at the s~me t i me th~t i t has 

lent fo r equ i nment , ha~ g iven adv i ce on 

thA or g~n i zRt i on of author i t i es to 

adm i ni ster ~orts and m~ i nt~ i n h i ghways ; i t . 

has helped create new cr ed i t . i nst i tut i ons , 

both publ i c and pr i vate ; i t has asR i sted 

i n the de velopment of cap it al markets ; i t 

has ass i sted i n the developme nt of h i ghe r 

standards i n the publ ic adm i n i st r at i on of 

econom i c and f i seal a ffa i rs . The - Bank , 

a b o ve a 11 , h a s t r i ed - - an d w i th so rn e 

success -- to i ns til l the con cept that 

gove r nmental i nvestment mu t be budgeted 

and d irected tow~rd real i st i c go~ls , and 

i n ~uch a may aR to 
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i n such a way as to supnort rather than 

obstruct pr i vate i n i t i ative and i nvestment . 

(Egypt) 

One of the Bank ' s ch ief a i m~ 1s to 

st i mulate nr ivate i nvestment , and we are 

one of the ch i ef veh i cles for carry i ng 

or i vate funds abroad . The sale of our 

bonds i s one i nstrument for do i ng that; 

and at oresent , we have $860 mi ll i on 

worth outstand i ng , i n Canada , the Un i ted 

States and 25 other countr i es 1n both 

hem i spheres . Another i nstrument 1~ the 

sale of parts of our loans to othe r 

i nve ~tors , who e i ther buy from ou r portfol i o 

or part i c i pate i n the loans when they are 

made . These s a le~ , which for so~e years 

past have been made . wi thout our guarantee , 

now a~ount to $225 mi ll i on . Finally , we 

have on three occas i ons 
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have on th r ee occas i ons i n the ~~~t 14 ~onth~ 

comb i ned wi th the can ital market i n the 

Un i ted States to make loans for econom i c 

development . In the cases of Belg i um , 

N o r w a y an d the U n i o n o f So u t h Afr i ca , we 

have made loa ns at the same t i me that these 

countr i es were sell i ng publ i c bond i ssues 

i n the Amer i can ma r ket . The total of these 

t r a n s a c t i on s i s $14 0 m i 11 i on , d i v i de d ab o u t 

equally between the m.arket and the Bank . 

So , i n a 11 , the Ba n k h as mu t ere d ~ o me t h i n g 

more than one b i ll i on dollars of n.r i vate 

cao i tal for i nternat i onal i nvestment . 

As many of you kno , we are now 

establ i sh i ng a new aff i l i ate of the Bank , 

called the Internat i onal Fi nanc e Co r ro r at i on, 

to work d i rectly wi th pr ivate i nvestors to 

st i mulate the growth of nroduct ive pr ivate 

e n t Ar r i se , 
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ente r pr i ~A , part i cul~rly 1n the less 

developed area~ of the world . I FC wi 11 

come i nto be i ng when 30 countr ies , wi th 

cap i tal subsc ri nt i ons of ~t least 

$75 mi ll i on , have accented i t8 charter . 

As you would have exnected and -a~ we 

exnected , Canada -- whose subsc ri nt i on to 

th e Co r norat i on ' s can i tal wi ll be 

3 , 6 0 0 , 0 0 O U . S . d o 11 a r s - - ., a s t h e f i rs t 

major subsc ri be r to comnlete the act i on 

ne cessary to membersh i p i n I FC . 

IFC wi ll do two th i ngs the Bank does 

not do : Fir st , i t wi ll make loans wi thout 

go ver nment gu ;:i r antee . Second , i t wi 11 not 

only make f i xed -i nterest loans , as does 

the Bank; but it. wi ll alR q i nves t i n mo r e 

flex i ble tyoep of secur i t i es d~R i aned to 

meet the needs of new or exnand ing 

bus i nesseR . 
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businesses . Naturally , I FC wi 11 try to 

sell off i t~ holdings a~ ~oon a~ it can , 

i n order to revolve its funds among as 

many projects as poss i ble . The Corporat i on 

vi 11 not own common stock , nor wi 11 i t take 

the respons i bi l i ty for manag i ng the 

enterpr i ses i n which i t i nvests . What i t 

wi ll look for i s exner i enced partnerR 

i nterestAd i n develop i ng new enter~r i se e 

overseas , and prepared to i nvest i n them 

the i r money and the i r Rk i lls . We hope 

very much to find some of those partners 

am o n g Ca n ad i a n f i rm s w i t h new· o r ex n and i n g 

overseas .i nterest~ . 

Internat i onal i nvestment has oroved 

prof i table to the Bank , and i t i s orov i ng 

prof i table to our member countr i es . Rather 

than talk to you i n mi ll i on - dollar f i gur es 

and global terms , 
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and global terms , let me draw you one small 

b u t s y m b o 1 i c p i ct u r A o f h o "' t h e P r o c es s 

works . 

One of the smalle~t of more than 50 

projects financed by -the Bank as part of 

both publ ic and pr ivate power development 

prog r ams in Mex ico was to put 600 - k ilowatts 

of gene r at in g capacity in to the town of 

Tecuala, near Mex ico' s west coast . The 

i nstall a t i on began operating in 1951 . 

At about the same t i me , a paved road 

arr iv ed to g ive Tecuala a bette r connection 

with the surround in g farm country . The 

sequel to these two events was l i ttlA 

short of exnlosive. 

In the next thr ee yearR , the populat i on 

of the town rose from 5 , 000 to 13 ,000 . 

The number of children 
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The number of ch i ldren in s chool multiol ie d 

s e v e n - f o 1 d ; an d f o r th e f i r s t t i rn e , th e 
-

adults of Tecualr, many of them illitArate, 

Were able to have a night echool . TherA 

1 s p owe r n o ,~ f o · r th e h o s n i ta 1 an d i ts 

f ir st fluoro6cope. The new Alectr i city 

i s powe ring two mov ie theaters , the town's 

f : rs t rad i o stat i on and the p res s es of i ts 

firat ne wspaper. The .number of small 

factories and pro ce ss in g plants has grown 

fro m three to mo re than 30.. A.mong other 

th i ngs , Tecuala now makes ice, corn mea+ , 

shoes and fu rnit ure. The community is 

mak i ng mo re, earn in g mo r e , and i s mu ch 

bette r able to sat i sfy it s hunger for 

p r o d u ct s f r om th e o· u t s i d e w o r 1 d . To c i t e 

only one in stan ce, the re a r e today mo re 

than a dozen sto re s 



As another project in the development of electric power in Mexico, 

we financed generating equipment for an electric plant of 2700 kilowatts in 

the town of Ciudad del Carmen, a shrimp-fishing port of the (hlf of Mexico. 

This was Carmen's first dependable, 24-hour-a-day electric supply, and presented 

the first opportunity to make enough ice to fully' protect the shrimp catch 

from spoiling. Hine deep freezing and ice manufacturing plants have now gone 

up in Carmen. A large shrimp canning factory has been built and is operating 

at a substantial profit. Seven snaal.l yards have come into operation to 

build more fishing boats. Two years ago, only an occasional tramp steamer 

called at Carmen to pick up shrimp -- today, :modern refrigerator ships pro-

vide regular service from Cannen to Texas ports. Furniture plants and other 

small indu.i,tries have begun to spring up. This town, which three ;years ago 

was al!lk>st literally in danger of drying up and blowing away, is now a bus:, 

and growing eom'llunity. That is what a little electric power and a lot of 

private initiati ve have been able to do in Carm~. 



24 -

than a dozen stores sell i ng electr i cal 

appl i ances , as comp ared to none f ive years 

ago ; and Tecuala i s now a market for 

e 1 e ctr i c fan s , e 1 AC tr i c i r on s , r ad i o s and 

r e f r i g e r a t o rs • 

The i mpl i cat i·ons of th i s story of 

econom i c development are , I am sure , 

t r ans~a r ently clear to th i s aud ience of 

Canad i ans . In thA exner i ence of -the Bank , 

th e ex amp 1 e o f T e cu a 1 a , wi th i t s b A t t e r 

l i fe and i ts grow i ng market , can be 

mult i plAd thousands of t imes over , and 

1n many d ifferent countries . 

- Up to now , the Bank has helped to 

f i nance enough power- generat i ng canac i ty 

to serve an industr ial and commerc i al 

complex as b i g as that of greater New Yo r k 

Ci ty . We have helped out new enu i pment on 

Ano ugh r a i 1 ''a y s 
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enough ra i lways and have helped bu i ld or 

rehab i litate enough highway and railway 

m i 1 ea g e to g i rd 1 e th e g 1 ob e . The ob v i· o u s 

effect of these and other projects i s 

that i n our member countr i es , there are 

m o r e p r o du ct i o n , mo r e e a r n i n gs , an d a. n 

ab i l i ty to SAll more and to buy more 1n 

world trade . 

Now , as you well know , Canada engages 

1n more internat i onal trade oer head than 

any other country in thA world - - ~nd I 

cannot i magi ne any country that in an 

econom i c ~ense has a bigger stake i n th i s 

process of econom i c development and 

grow i ng markets . That 1s why I th i nk 

Canada ' s part i c i pat i on i n the World Bank 

i s i n the i nterests of all Canadians . 

But beyond the sphere 
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But beyond the sphere of econom i cs , 

th i nk that Canada has broader and AQually 

compell i ng reasons to be concerned wi th 

econom i c prog r ess i n the r est of the world . 

For econom i cs also relate to the quest i on 

of peace or war . 

Throughout the unde r developed countr i es -

wh ich i s to say most of the world -- the r e 

1 s an i ntense yea r n i ng for better l iv i ng . 
. ' 

The pauper peoples are no longer content 

to live i n poverty , for i n th i s day of 

modern commun i cat i ans , they know ha t l ife_ 

1s l i ke elsewhere . 

The cond i t i on i n wh i ch many of these 

people ekA ou_t the i r ex i stence i s one of 

the ch ief threats to our otvn , ecur i ty . 

I t is for i nte rn at i onal commun i sm a source 

of supoo rt . 
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of support ~ I t i s for the free world a 

source of weakness , because i t i s one of 

the factors beh i nd the v i olent quarrels 

that have broken out , and cont i nue to 

break out , between nat i ons that l i e out~ i de 

the Sov i et orb i t . 

I t i s some th i ng mo r e than co i nc i dence , 

th i nk , that the trouble spots of recent 

years -- parts of the Far East , of the 

Mi ddle East and of Afr i ca -- are also a r eas 

where actual standards of l iving ar e i n 

sharpest contrast wi th the standards to 

wh i ch people asr, ire . I do not mean to say 

t h at th e c au s e s o f i n t e rn at i on a 1 t ens i o n , 

of b i g wa r s and l i ttle ars , beg i n and end 

w i t h e c o n om i c s • 8 u t I d o de e p 1 y do u b t t hat 

we can have a olit i cally stable world unless 

i t i s also one i n wh i ch econom i c progress 

i s be i ng made . 
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i s be i n g made . 

To help the underdeveloped countr i es 

l i ft themselves to new ways of work i ng 

and liv i ng , the n, i s also to i ncrea.se our 

own chances of l i v i ng our own l i ves i n 

peace . The World B~nk i s one i nstrument , 

among many , that i s attem~t i ng to orod 

the pace of econom i c development . In terms 

of the world scene , the operat i ons of the 

Bank are of close concern to you as 

Canad i ans wi th a stake in the future of you r 

c o u n t r y . I b e 1 i e v e t hat wh a t t h e Ba n k I s 

do i ng and help i ng the underdeveloped 

countr i es to do can truly be seen as a 

vital nart of one of the most urgent ta~ks 

of today -- the ta~k of rooting out the 

poisons of ooverty and war , and of sowing 

the seeds from which stabil i ty and order 

1n world affa i rs can grow --
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1 n w or 1 d a f fa i rs ca n g r ow - - a n d I th i n k 

Canadians can take or ide from their 

assoc i ation wit h the Bank in th i s task. 

# # # # # # # 
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