
ANNUAL ADDRESS BY 

EUGENE R. BLACK, PRESIDENT OF THE BANK 

I T IS A GREAT PLEASURE for me to find myself 

greeting you here in Vienna, and let me add my 

own most cordial thanks to our hosts for inviting us 

to spend a few days in the gracious atmosphere of 

their lovely city. There will not, I trust, be any lack 

of harmony in our proceedings to disturb the shades 

of Mozart, Haydn, Schubert or Strauss, and I hope 

that the ghost of Metternich will not be distressed by 

any informality in our diplomatic ways. 

I would like to address a special word of welcome 

to this meeting to our new members, the Govern

ments of Nigeria, Portugal, Laos, New Zealand and 

Nepal, and to the representatives here of other coun

tries who have applied for membership. With the 

new memberships now in sight, our organization will 

embrace nearly eighty nations. This must be one 

of the largest and most representative international 

gatherings that has ever met in this capital, which 

has such long traditions of diplomacy, culture and 

science. 

I shall not attempt, on this occasion, to give a 

detailed review of the whole scope of the World 

Bank's activities. We have invested in development 

projects in 57 member countries and territories and 

have added to our capital resources by borrowing 

in the capital markets of seven member countries 

and Switzerland. The facts and figures about our 

operations are in the Annual Report before you and 

I shall not repeat them. Instead I will touch on a 

few of our problems-some old and some new-and, 

since this year, for the first time, I am presenting to 

you the Annual Report of the International Develop

ment Association, I shall give some special attention 

to that newest member of the World Bank family. 

But before delving into these matters I want to 

say a word in appreciation of a man who is about 

to leave our immediate circle, a man who has done 

perhaps as much as, if not more than, any single 
individual to make possible the record of the World 

Bank and its affiliated organizations. I refer to Mr. 

Robert Garner. 

In 1947, Mr. Garner left a lucrative and comfort

able position in industry to become Vice President 

of the World Bank. For the next nine years he 

worked tirelessly to build up a competent profes

sional staff and to fashion sound and suitable policies 

for a new venture into international banking. Many 

who are senior officers of the Bank today received 

their training under Mr. Garner and I know they 

share my conviction that he has a rare and precious 

talent for getting the best from his associates. 

Five years ago, Mr. Garner was able to bring into 

being another organization, to whose design he con

tributed greatly, and which was aimed at serving 

private industry in the underdeveloped world in a 

way that the World Bank was not empowered to do. 

He presided over the birth of the International 

Finance Corporation and nursed it through its in

evitable growing pains. Again he was a pioneer and 

imparted to those fortunate enough to work with him 

something of his own indomitable spirit. 

All of us who have been privileged to know Mr. 

Garner well and to work with him are the better for 

it. I would like to wish him every contentment in 

his retirement and offer him the assurance that he 

has most certainly made his mark and will not be 

forgotten. 

The lending activities of the World Bank continue 

at a high rate. Loan commitments during the past 

year amounted to about $610 million. Since the end 

of the year we have signed 8 loans in a total of over 
$ 160 million. 

The year's loans conform to the usual pattern of 

Bank operations with some growing emphasis on 
transportation. 

A $90 million loan to Pakistan represents the 
Bank's contribution to the implementation of the 

Indus Basin Settlement which was reached last year. 

I am glad to report that construction will shortly 
start on several vital irrigation works in Pakistan, 

which form part of the ten-year construction pro

gram included in the Settlement. The Indus Basin 
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Development Fund, which the Bank is administering 

and into which participants in the financial arrange

ments are paying their contributions, has been organ

ized, has made calls on the contributing governments, 

and has already begun disbursements. 
The Bank has been holding meetings at regular 

intervals with a consortium of countries interested 

in the financing of India's Five-Year Plans. Last 

May a similar consortium was organized for Paki

stan. These meetings have helped significantly to 

mobilize and coordinate the finance necessary for 

the early years of the current Five-Year Plans of 

both countries. We are now considering the appro

priateness of the consortium technique in several 

additional countries. 

The year was an active one for our Bond Market

ing Department, but our outstanding funded debt 

rose by only $155 million, the smallest increase in 

five years. Two circumstances limited our need for 

new money. First, disbursements on loans have not 

been moving as fast as previously; for a variety of 

reasons, construction of many of our projects is 

taking longer. Secondly, we sold from our loan port

folio during the year, without our guarantee, about 
$200 million of our borrowers' obligations. Our 

total sales of loans, including participations at the 

time of loan signing, have now passed the one billion 

dollar mark. The Annual Report has a discussion of 

this part of our business which I think you will find 

interesting. 

All our borrowing during the year was done out

side the United States. In July of 1960 we made a 

very large borrowing from the Deutsche Bundesbank. 

This was followed by our ninth and tenth issues on 
the Swiss market. (We are currently negotiating a 

further borrowing from the Swiss Government. ) 

Last spring, for the first time in six years, we raised 

new funds in the Netherlands. And after the close 

of the year our bonds were offered for the first time 
on the Italian market. This was the first offering on 

the Italian market in more than 25 years by a non

Italian borrower, and it was most successful. 

I am very pleased with the reception which World 

Bank bonds have been accorded recently in all 
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European markets. I can assure my European bank

ing friends that we will continue to do everything 

we can to keep the World Bank an attractive channel 

for investment funds flowing from Europe to the 

underdeveloped countries. 

There are two, what I might call "extracurricular," 

activities of the Bank which I would now like to 

mention: 

At the meeting in Tokyo last July of the Develop

ment Assistance Group, consideration was given to 

a number of measures that might be taken by the 

governments of capital-exporting countries to further 

encourage the flow of private capital into the under

developed countries. This increasing attention which 

is being given to the contribution that private foreign 

investment can make to the development of the 

underdeveloped world is a trend I welcome. Among 
the measures discussed was the possibility of devising 

a multilateral scheme for the insurance of foreign 

investments against various non-commercial risks. 

The Governments of Germany, Japan, and the 

United States already have guarantee programs cov

ering investments of their nationals in underdevel

oped countries. During the past few years sugges

tions have been made in various quarters for a 
similar program on an international basis, and the 

Development Assistance Group has asked the Bank 

to study and report on the potentialities and prob
lems involved in the establishment of such a pro

gram. The Bank has accepted this request. In doing 

so, however, we made clear that while we were gen
erally familiar with the various proposals, we had 

no preconceived ideas about their usefulness or feasi

bility. We have made some progress with our study, 

but I am not yet in a position to forecast our 
conclusions. 

Another subject that is frequently mentioned in 

this connection is the settlement of disputes between 

governments and private investors. As most of you 
know, the Bank as an institution, and the President 

of the Bank in his personal capacity, have on several 

occasions been approached by member governments 

to assist in the settlement of financial disputes involv

ing private parties. We have, indeed, succeeded in 



facilitating settlements in some issues of this kind, 

but the Bank is not really equipped to handle this 

sort of business in the course of its regular routine. 

At the same time, our experience has confirmed 

my belief that a very useful contribution could be 

made by some sort of special forum for the concilia

tion or arbitration of these disputes. The results of 

an inquiry made by the Secretary-General of the 

United Nations show that this belief is widely shared. 

The fact that governments and private interests have 

turned to the Bank to provide this assistance indi

cates the lack of any other specific machinery for 

conciliation and arbitration which is regarded as 

adequate by investors and governments alike. I 

therefore intend to explore with other institutions, 

and with our member governments, whether some

thing might not be done to promote the establishment 

of machinery of this kind. 

The Bank's regular technical assistance services 

were more active in the past year than ever before, and 

I shall have more to say about them later in these re
marks. Here let me mention just one specific feature: 

Our Economic Development Institute completed 

its sixth course during the past year and the Institute 
now has 118 alumni. Many of them have asked if, 

on leaving EDI, the kind of reading and reference 

material to which they were introduced during their 

stay at the Institute could be made available to them, 

and to their colleagues, when they got home. We 

have now made arrangements to distribute 85 li

braries of carefully selected economic development 

literature to various institutions in our member coun

tries. This program is a joint venture; the cost is 

being shared between our Economic Development 

Institute and The Rockefeller Foundation. The li

braries consist of approximately 400 books, articles, 

and papers, in English. The Institute is planning 

similar libraries in French and Spanish, which will 

entail a substantial amount of translation. In the 

distribution of these libraries we have given prefer

ence to agencies and ministries in which Fellows of 
EDI are employed. 

Let me turn now to the Report of the Inter
national Development Association. 

As of September 1, 54 countries have completed 

all the formalities to join IDA. Together they have 

subscribed the equivalent of $908 million to lOA's 

initial capital; of this amount $756 million will be 

available in freely convertible currencies by the end 

of 1964. $178.5 million of convertible currencies 

are now paid in, in accordance with the terms of 

the Articles. 

You will see from the Report before you that, 

during the period of eight months from the begin

ning of lOA's operations in November 1960 to the 

end of its first fiscal year, development credits total

ing $101 million had been extended to four coun

tries. Since June 30, $36 million in additional IDA 

credits have been extended and two further countries 

have been added to the list of recipients. 

You will also see that each of these credits has a 

fifty-year maturity and that there are no interest or 

commitment charges. Each credit, however, carries 

a small service charge to provide IDA with income 

to meet its administrative expenses. Amortization 
begins after a ten-year period of grace. This pat

tern, we think, effectively meets the organization's 

objective of providing development capital on terms 
which do not bear heavily on the borrower's balance 

of payments. However, lOA's charter allows con

siderable flexibility in setting terms, and we are not 

committed to any uniform pattern for IDA financing. 

IDA's charter also allows considerable flexibility 

in determining the countries in which IDA will 

operate. There is a variety of circumstances where 
we feel an IDA credit may be justified. A necessary 

condition in all cases is evidence that the borrowing 

government is making a real effort to mobilize its 

own resources and to gear its financial policies to 

development. This standard, as I have said before, 

has been borrowed from the Bank and is being 

applied in IDA operations. But, IDA need not apply 

the same standards as the Bank with respect to a 

borrowing country's capacity to repay in foreign 

exchange. There are a number of countries, espe
cially those that are very poor, whose foreign ex

change situation is such that they cannot borrow 
abroad at all on conventional terms. Because of 
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their bleak balance of payments prospects, IDA is 

prepared to assist these countries, when the govern

ment can show a definite will to mobilize domestic 

resources and to avoid inflationary policies. 

A second, and large, group of countries in which 

IDA is prepared to operate consists of those whose 

burden of foreign debt service is so high that while 

they can borrow, on conventional terms, some of 

the external capital which they require to carry out 

their priority programs, they cannot prudently bor

row the whole of it. In these circumstances you may 

find the World Bank making loans and IDA extend

ing credits at one and the same time. This, in fact, 

has happened with India, Chile, Sudan and Colom

bia, for example. 
These are very broad criteria. In practice, the 

decision for or against an IDA credit or the decision 

on the right blend of IDA funds and conventional 

funds calls for a large element of judgment. It is 

just not possible to apply to all countries a single 

yardstick of creditworthiness. Ratios of debt service 

to exports, or of debt service to local budgetary 

receipts or gross national product-while indicative 

-cannot be used as rigid criteria. Much depends 

on the particular circumstances of the borrowing 

country, on the stage of development it has reached, 

on the structure of its economy, on the prospects for 

increased exports, and so on. 
There is yet another element of flexibility in IDA's 

charter of which we shall take advantage, namely, 

the range of projects which IDA will consider. The 
charter authorizes us to go beyond the usual types 

of projects financed by the Bank, and the authors 

of the charter clearly expected us to do so. The 

recent IDA credit to assist in the financing of a 

municipal water supply makes a first step in this 

direction. We are also actively considering a project 

to finance the construction of an industrial estate 

and another to finance a technical training program. 

We are considering these kinds of projects in con
sultation with other organizations, including the 

appropriate Specialized Agencies of the United 

Nations. 
In the administration of IDA funds, questions of 
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terms, eligibility and project selection all raise prob

lems, many of which we are still in the process of 

resolving. But we have seen enough of the picture 

to be convinced that IDA's major problem will be 

the meagerness of its present resources. There is in 

sight now a volume of promising applications which, 

if approved, would absorb a substantial part of the 

convertible funds initially subscribed for IDA's first 

five years of operations. India and Pakistan together 

are already in a position where they could quickly 
absorb in worthwhile projects all of IDA's capital 

by themselves. 

Some members of IDA cannot yet present concrete 

proposals for credits because they are not yet able 

to present adequately prepared and justified projects. 

But others show every indication of coming forward 

with very substantial requirements, demonstrating 

that once a country organizes itself for development 

it can rapidly build up a burden of debt which may 

limit, at least temporarily, its ability to borrow 

abroad on conventional terms. In these circum

stances, even on a conservative estimate, IDA's funds 

are likely to fall far short of the need. And consider

ing this, it is none too early to ask ourselves what 

the future of IDA ought to be. 

More is at stake here, however, than just the 

future of IDA. Development is now accelerating on 

a broad front in the underdeveloped world, and this 
presents two important problems to be tackled if 

we are to maintain productive cooperation between 
lenders and borrowers. First, we must redouble our 

efforts to ensure that the aid offered really serves a 

priority development purpose; we must use all the 

influence that we can command, and extend all the 

help that we can, to ensure that the underdeveloped 

countries themselves effectively utilize all their avail

able resources. Secondly, quite apart from whether 

the funds flow through IDA or some other channel, 

our common objectives require that a greater propor
tion of the development capital provided should bear 
terms comparable to IDA's. 

On the first of these points, let me say that, in my 

view, the ability of a borrower to use capital for 

sound development purposes is no less important-



and indeed it is more important in the long run
than the form in which a lender makes capital avail

able. This is why the Bank and IDA insist on every 

borrower presenting a well-conceived project which 

could fit into a sound development program. This, 

in fact, is the justification for our whole range of 

technical assistance services. 

Over the past fourteen years the Bank has been 

steadily increasing its technical assistance activities. 

We have deliberately adopted a liberal definition of 

these services. In the budget for the current fiscal 

year we are providing funds which will be applied 

to the financing of General Survey Missions; to the 

costs of our Economic Development Institute; to our 

General Training Programs; to the expenses of resi

dent Bank representatives and of Bank staff members 

seconded to member governments in an advisory 

capacity of one kind or another; to the cost of sector 
surveys, such as a general transportation study in 

Colombia and a highway study in Peru; and, in 

special cases, to the cost of feasibility studies on 

individual projects. In addition, we have done con
siderable work as Executing Agent for the United 

Nations Special Fund on some large pre-investment 

studies. 

The Executive Directors have shared my view that 

one of the most important activities in which the 

Bank can engage is trying to help member govern
ments through services of the kind I have mentioned 

to organize their advance along the road to develop

ment. Today, the need is greater than ever-in part 

because of the increase of the development effort in 

many countries, in part because of the emergence 

of many nations with governments still lacking expe

rience in the development field, and in part because 

of the increase in the number of aid-giving agencies 

whose efforts can be coordinated most effectively 

only in the recipient country. There is at once a 

much greater recognition than ever before of the 

essential importance of development programming 

and of sound project preparation; and at the same 

time there is an urgent need for competent people 

to help the underdeveloped countries to achieve these 

ends. 

Against this background, we have recently decided 
that the Bank should expand its assistance to mem

ber countries by forming a group of highly qualified 

development advisers who will be available to our 

member countries on request for extended periods 

of time. These advisers will be integrated into a 

Development Advisory Service administered by the 

Bank. They will perform such duties as chief or 
senior economist of a general survey mission; resi

dent economic or financial adviser to a government; 

member of, or adviser to, a planning office; admin

istrator, or adviser to the administrator, of a devel

opment program; or simply an adviser on current 

economic and financial problems. We aim to recruit 

for this service only those with the highest profes

sional qualifications. We are under no illusions that 

this will be an easy job, so we can expect that at first 

the Development Advisory Service will be very lim

ited in numbers. 

These members of the Service, of course, will not 

go out equipped with model development programs. 

The task of the development adviser is not to try 

to impose solutions but rather to illuminate the 

choices which governments must make if they are 

to proceed along the road to economic growth. The 
choices may be among the various economic sectors 

covered in a national program or among the various 

projects within a sector. In any case, the develop
ment adviser's job is to present choices in an orderly 

way, gathering cost data and identifying the benefits 

of projects so that the government can decide more 

confidently how fast to proceed and in what direc

tion, given all the competing claims on its financial 

resources. 

This is all a very practical exercise, not just for 

the underdeveloped countries but for the capital
exporting countries as well. In debates over develop

ment assistance there is too much emphasis, I think, 

on the quantity of the aid and too little emphasis on 
the quality of the effort. The questions, "How much 

aid?", and, "On what terms?", can only be answered 

dispassionately if there exists the element of sound 

development programing and administration. This 

is the lesson, I think, of our consortia meetings on 
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India and Pakistan. In each case the background 

was the country's development program. Without 

these programs there would have been little basis for 

concerted action by the aid-giving agencies. Indeed, 

without a well-conceived development program as 

a basis, I do not see how the appropriate quantity 

of aid can ever be realistically determined for any 

country, whether with a consortium or without one. 

Now I come to the second of the two important 

problems that I earlier referred to, namely, the need 

for a greater proportion of development capital bear

ing terms comparable to those of IDA. This prob

lem gives me-and indeed should give all of us

serious concern. 

If I have any criticism to make of the results of 

the India and Pakistan consortia meetings, it is that 

too much of the capital subscribed will be provided 

on terms which bear too heavily on the balance of 

payments of the recipients. I do not mean to dwell 

on these cases, but they illustrate what is true not 

just of these two countries but of a growing number 
of others as well: it is going to be harder and harder 

to keep development projects and programs moving 
ahead in an orderly fashion and at an orderly pace 

unless the aid mixture has a larger component of 

funds on a grant basis or on terms comparable with 

IDA's. 

When the Organization for European Economic 

Co-Operation looked at the flow of official-not 
private--capital to the underdeveloped countries for 

the years 1956-59, it found that more than half went 

in the form of outright grants. This seems a very 
creditable record, and it was in its time. But there 

are signs that the ratio between conventional credit 
and what one might call unconventional credit is 

already changing-and, from my point of view, 

changing for the worse. 
During the period studied by OEEC, more than 

nine-tenths of the aid extended on other than "hard" 

terms came from the United States and France. 

Other countries, during this period and since, have 

become substantial lenders to the underdeveloped 

world, but they have not yet brought themselves, to 

the extent that existing circumstances require, to 
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extend their aid otherwise than on conventional 

terms. 

Furthermore, when one looks at the outstanding 

"hard" debt of individual underdeveloped countries, 

one sees in most cases a rapid increase and, in too 

many cases, a persistent tendency for debt repay

ments to pile up in the early years. Taking some 

examples from Latin America, there is one country 

where at the end of 1953 only 24% of its outstanding 

debt was repayable in the next five years while at the 

end of 1959, 56% was repayable in the next five 

years. In another, the ratio went up from 16% at the 

end of 1953 to 50% at the end of 1960. There is a 
similar trend in Asia and elsewhere. In one case, 

the ratio went up from only 8% at the end of 1953 

to 33% at the end of 1959; in another, from 28% 

at the end of 1952 to 50% at the end of 1960. 

To me these figures are warnings of possible finan

cial reefs ahead. I do not have to explain to this 

audience how the machinery of economic develop

ment could be overloaded with foreign debt until it 

sputtered to a halt amid half-built projects and 

mountains of discarded plans. I expect, indeed, that 

there are some in this audience who can point to 

projects in their own countries which are at this 

very time suspended in mid-air, so to speak, for this 
very reason. Maybe it is a half-finished highway or 

a hospital that has been built but not equipped. This 

kind of disruption kills peoples' hope in orderly 

economic progress and, if it persists, can lead to 

serious disillusionment. 

Superficially, it would be nice if we could devise 

some reliable index of creditworthiness which would 

tell us in every country and with complete assurance 
when we were headed into financial trouble. But, 

as I have said, there is no such index. Of course, 

there is the possibility that when debts fall due, 

defaults will be forestalled by voluntary action on 

the part of creditors to extend the period of repay

ment. But this would only magnify the accumulation 

of interest payments, which by themselves have in 

many cases already attained a formidable size. 
Surely our objectives demand that we minimize this 

kind of financial uncertainty and avoid the risk of 



disrupting the march of development through finan

cial default. 

The safe and sane way to minimize these dangers 

is to maximize the amount of official capital which 

is supplied at very long term with only a token 

interest burden. I sincerely hope that in the months 

ahead lending countries will make every effort to 

reverse the trends I have cited by increasing the 

share of capital that goes to the underdeveloped 

countries on terms properly geared to their require

ments. 

It may be that some of our capital-exporting 

member countries interested in further development 

in the underdeveloped world may find it difficult to 

administer aid on non-conventional terms through 

bilateral programs. To them I would say that IDA's 

charter allows us to accept supplementary contribu

tions from them at any time. Indeed, more generally, 

I think it is none too early for member governments 

to turn their minds toward the possibility of handling 

a greater share of the common burden in this way. 

It has been a source of great encouragement to me 

to see the increasing practical interest in the develop-

ment of the underdeveloped countries on the part of 

the nations of the Atlantic Community and Japan. 

This interest is being sustained in the face of urgent 

claims on the resources of these nations and in some 

cases in the face of economic and financial vicissi

tudes which call for a close examination by them of 

their over-all commitments. But there are few com

mitments I can think of which should take prece

dence over a commitment to support the growing 

momentum of development in the underdeveloped 

world. Let us be especially diligent, however, that 

the resources we look for in the name of develop

ment assistance are asked in support of programs 

and projects which will, in fact, produce the results 

which all of us are seeking. But once we have this 

assurance, and we are having it in increasing meas

ure, then let us be steadfast in our support, and 

generous in our appraisal of the need. For how else 

can we preserve hope in the future except by trying, 

and keeping on trying to make common cause with 

the peoples of the underdeveloped world, in helping 

them to rise from the depths of the poverty which 

for so long has been their lot. 
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