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The International Bank for Reconstruction and Development is rather
~a mouthfilling name., People usuallyr cut it down to initials, or call it
simply the Miorld Bank", But once in a while I like to hear it rolled out

to full length, because the name alone tells a good deal about what we are

thorized

and what we are trying to do,

&

In the first place the Bank is an international institution, owned

by forty-eight nations, Our Board of Directors is composed of representa-

tives of those natlons, and our operating staff includes citizens of some

Puiblic Disclosur

26 different countries, It is primarily because of its international
character, I think, that the Bank has begn able to maintain a high degree
of objectivity in relation to the problems and needs of its various member
cbuntries, and often to exert a constructive influence on their‘economic
programs and policies, Va |

\

ﬁ In the second place this international institﬁﬁion is a bank, and

g

nﬂ&ranragency for relief or smergency aid. We borrow funds in the private

S

capital market for relending abroad, and we expect our loans to be, repaid..

More important, we lend only for projects which we are satisfied will

‘ . genuinely increase the productivity and economic strength of the borrowing

countries, And, like any good bank, we are concerned to see that the funds B
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we make available are properly expended for the purposés agreed upon, Where
‘we differ from a private bank is that, because the various member countries
share the risk of our loans and in effeet guarantee our obliggtions, we can
make loans that private institutions are unable or unwilling to make under
present, world conditions, Thus we can surm&uﬂtsome of the special difficul-
ties that plague the international economy and, to a certain extent, help
to mitigate them,

It is an indispensable condition of the Bank's success and contin-
ued operations that it lend soundly, and pay its obligaﬁions.“ Our purpose,

however, is not to meke profits but, while remaining solvent and meeting

our chligations, to contribute effectively to the twin goals of reconstruction
and develomaont.

The close linking of these last two words in our ti%le is not
accidental or arbitrawy. Various governmental and prir:te pi-sgrams have
been undertaken to aitaclk one or the other of these problems - the restora-
tion of economic stability in countries~devastated or severely shaken by the
war, ,and the achievement of higher levels of production and living standards
in the’less-developed areas of the world, In the minds of many people there
seems to be an element of competition between the two, For example, there

have been suggestions from some Latin American and Asian SpokéSmen that too

much emphasis has been placed upon the reconstruction of Europe, through

) ERP and other channels, and that assistance should be given instead to the
less-advanced countries, And some of the most vigorous advocates of the
Marshall Plan in its early phases were afraid that the simultaneous exten-

sion of economic aid to other areas might divert attention from what they




consider the one overriding necessity.

More gnd more it is clear, however, that these two purposes are two
sides of the same coin, that the one cannot be achieved without the others
The European countries have long played a pivotal role in the functioming

of the world economy, and unless their foreign trade can be revived and

expanded the economlic position of almost every other country will remain
insecure, But by the same token one of the necessary conditions for

achieving a balance in the trade of Europe == and, in fact, of the world -

is that productivity and purchasing power in the underdeveloped areas be
greatly increased. TFor in the more efficient development of the resources
of these areas, and in the expansion of their ability both to produce more
‘ at home and to import more from abrosgd, lie the most promising possibi ities
: for expanding and stabilizing the world's commerce, S
During the three and a half years that the Bank has been in activé
operation, we have learned a good deal about the nature and problems of
economic development, Perhaps the most important single thing we have learned
is that it is an extremely complex pfocess, in which investment, technical
knowledge and skills, political and social conditions, the psychological
attitudes, health and vigor of the people, and a multitude of other factors
are insepﬁrably combined, There is no single formula which, if applied
generally to underdeveloped countries, would bring about théir economic
progress, ‘
Let me refer briefly to the Bank's activities in three or four
specific couniries, as examples of the kind of proolems w1tn which we are
. o ’faced and the different approaches we have employed,

You may be familiar with one of the first developments loans We




made about a year ago, to a Canadian corporation, the Brazilian Traction,

Light & Power Co., Ltd. The loan is to finance most of the foreién exchange
cost of expanding hydroelectric power and telephone facilities of the
Company's subsidiaries in the Sao Paolo and Rio de Janeiro areas of Brazil,
This Brazilian Traction loan is a good example, I think, of the

kind of loan it is easiest for us to make, The Company is well established
and well managed, and its expansion plans were carefully worked out and
fully justified = technically, finaneially and from the standpoint of their
contribution to the development of the Brazilian economy, It had resources
available to finance the necessary local costs of the project, A&nd the
Brazilian Government was willing to guarantee the loan, a requirement of
our Articles of Agreement for any loans to a non-government borrower,

| However, in many of the countries and fields of activity which
most need development, these favorable conditions are not present, Under-
development normally means, almost by definition, that well~established
private enterprises are 1acking; that local capital is scanty and poorly
organized, that technical data and plans are deficient, and that the govern-
mentai administration_is inadequate, It is precisely because these conditions
prevail that outside’hélp is necessary to stimilate and assist iq the

development process. Yet the existence of these conditions often makes

” it very difficult to assure that the projects put forward are economically

sound, that adequate technical studies and plans ure made, and that they

.are put into execution competently and efficiently,

However; these difficulties can be surmounted. Let‘mﬁ illustrate

by citing the case of a Central fumerican country, El Salvador. It is very
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smali in area but densely populated. - The eéonomy‘is largely agricultural
and depends mainly on coffee exports to finance necessary imports, Only
a few small congumer goods industries exist, If Salvador is to meet the
needs and advancé the 1living standards of its rapidly growing population
in any satisfactory manner, there must be a considerable expansion and
diversification of its productions

It seemed clear wheh we surveyed the situation that the first need
for Salvadorean development was to increase its electric power facilities
for the shortage of power had for some time been limiting the country's
industrial development. So when El Savador made formal application for g
loan to help finance a hydroelectric project on the Rio Lempa, the Bank
viewed it very sympathetically. e employed a special engineering cénﬁ
sultant to make a careful study of the proposal to confirm its economic’énd
technical soundness, and upon his favorable recommendation we agreed to
negotiate a loan with the Salvadorean Government. It is an interesting
sidelight, I think, that the Covernment was very careful to exclide the
project from the area of political controversy and to establish a fi;m.basis
of public support for the loan, It set up an ad hoc committee of 3 Government
representatives and 6 independent businessmen, bankers and lawyers, who
thoroughly reviewed all aspects of the préject and the loan agreement, raised
some questions which were resolved to their satisfaction, and then gave the
plan their unaﬁimous support, |

One important problem which arose in connection with the Rio Lempae
loan negotiations, and which arises frequently in our relations with under~
developed countries, was that of findingalequate loecal funds to finanée |

the internal costs of the project, Although savings appear to be sufficient

N
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to provide the sum required,’the machinery for mobilizing these savings for
long—term investment is quite inadequate. Accordingly, the Government asked
the Bank for assistance in the techniques of floating an internal loan Tor
the Rio Lempa project. The Bank agreed to do this and our iMarketing
Director will soon go to El Salvador for this purpose, It is our hope that
his work will not only help to obtain the necessary local funds for this
particular project but will also be of major benefit in the development of
a local capital market to foster long-term investment in other fields,

In both these examples - Brazil and El Salvador - our relationsh’p
with the borrowing country has centered about specific projects for which
a loan was desired, But with several other countries the Bank heg had an
opportunity to establish a broader and more intimate kind of partnership,

One of the basic problems in most underdeveloped countries is a
persistent shortage of capital in relation to their investment needs. It
is important, therefore, that they make the best use possible of the eapital
they do have, and discourage its being dissipated on unproductive or un-
economic purposes, This requires a general determination of priority needs,
and usually‘some adaptation of Government policies so as to eneourage
investment in the most urgent and productive fields and discourage less use-
ful undertakings., But the reaching of sound decisiéns on these fundamental
policy questions is often handicapped by a lack of adequate technical and
economic data, by a shortage of the necessary analytical skills, and fre~
quently by strong pressures from special interests, So some of our member
countries have come to tﬁé Bank for help in analyzing’their problems and
potentialibies, and for objective advice in formulating balancéd development

programs and effective'policies to carry out those programs,
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The most sxtensive commitment we have undertaken for assistance
of this kind has been to the Republic of Colembia, I would like to describé
briefly to you what we are trying to do there.

| Something over g year ago the Colombian Government applied for

loans to finance several projects. Most of them seemed promising, but, as
we discussed them, it became clear that a number of basic questions about
Colombian develépment had not been fully thought through, We found that the
Government agreed with us, and was anxious to get assistanece in working out
a sound‘program. After some preliminary discussiocns, therefore, we were
asked to send a mission to take an objective look at the whole economy.

Colombia's potentialities seemed very promising, Its dollar position
was good; it was known to have very rich resources, many of them hardly
touched; it possessed a substantial number of well-educated people, who had
shown great gkill and adaptability in creating and managing modern indust¥ies
of various kinds; and it had been relatively stable politically for half a
century, Nevertheless, the standard of livingkof the great majority of the
people was depressingly low, Most of them had little education, poor health,‘
poor housing, illabglanced diets, and few of the amenities of life,

Here, then,.was a country richly endowed by nature, in which con-
siderable economic development had glready occurred, but which gave most
of its peopie a living standard much below that affbrded by‘other countries
that have fewer basic regourceg. If we could not suggest ways of correcting
this situation, the possibiliﬁy of our meking an effectiﬁe cohtribution
to development elsewhers in the world appeared dubious,

To head our Mission to Colombia we were fortunate #n obtaininé thé
~ services of Dr, lLauchlin Gurrie? a former Camadimnwho has had a rather unique

combination of experience in the United States as a professional econémist.
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Government executive and private i:sinessman, Acting in conjunction with

the Bank's mahagement, he brought together é‘group of techniclans of out-
sianding ability in their various fields - including experts in agriculture,
transportation, public health, industry and pover, publié finance and foreign
exchange, as well as economists with a general background. Three members

of the Bank's staff were attached to the Migsion; the rest were specially
employed for the purposes At the Bank's request the Food ard Agriculture
Organization of the United Nations and the World Health Organization nomin-
a#ed the experts in their respective fields, and the International Monetary
Fund attached a member of its staff to act as the Mission's expert on -
floreign exchange.

The various members of the Mission spent from two to nearly four
months in Colombia, They traveled widely, interviewed hundreds of people,
and struggled with mountains of statistics —- good, bad and indifferent,

In short, they made the broadest and mosgt intensive economic study of
Coloﬁbia éver undertaken. Their report has not yet been submitted to the
Bank, and it would be inappropriate for me to try to anticipate their
specific findings, But the work is far enough along for us to feel confident
of its value, both to Colombia and to the Bank,

The Mission developed for the first time some éstimates of
Colombia's national income, of the aﬁouﬁt of savings, of where those savingé
come from and where they go, of the likely course of production in various
fields, and so on. The value of these data is by no means merely academic,'
for they form the indispensable framework both for informed investment and
for sound public policy, we are ageustomed, in Canada, the United States

and other economically advanced countries, to take this kind of information
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for granted; but when we deal with countries where it is entirely lacking

A
-

we get & new insight into its importance,

Of course, the Mission also concerned itself with more specific
matters, Dr. Currie has told me that they saw many instances where some
change in the organization and techniques of nroduction, or some relatively
minor investment of capital, might yleld returns as great in the aggregate
as could be expected from most of the major investment projects, For example,
the bestkagricultural land is now iargely devoted to the railsing of beef
cattle on large estates., Any change that wéuld result in this'good land
being used more intensively, for crops or dairy products, would mean more
to the national welfare than millions of dollars spent on, say, new failroadS,

The vitally important road-construction program in Colombia gives
rise to a somewhat different kind of problem, A great deel of money and work
is being spent on road building, but the effort is digsipated over so many
different projects that they all cost more and take longer to finish than
should be necessary, and the country gets little immediate benefit from any
of them, Moreover, failure to provide for proper maintenance of roads already
built prevents the nation from reaping full returns on its investuent.

I don't want to exaggerate the importance of these specific problems
in relation to the whole body of the Curyie Mission's conclusiohs. I cite
them only as random axamples of the kind of thing with which it wasrconcerhéd.;
The circumstances of Colombia, both the favorable and the unfavorable ones,
find parallels in glmost every other nation, Certainly there are plenty of
instances of ill-alvised or wasteful investment in the economic history of

Canada and the United States, ButVit’is our hope that by drawing on the
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 expe fence of these more advanced countries it will be possible to some

extent to eése"the difficulties for others now going through a similar
development pTOQQSS.V

T should like before I conclude to make brief mention of our
relations with one other country - Turkey, The Turkish economy is closely
tied into that of the rest of Europe, and Turkey is participating in the
Marshall Plan. Unlike most of Western Europe; however, Turkey is definitely

underdeveloped, Many of its problems are similar to those of Colombia, al-

- _nough they are complicated by the necessity for maintaining a very large

defense establishment.,

We have agreed to organize a survey mission under the leaderéhip of

Mr, James Barker -~ an outstandihg business executive who was formerly Vice-
President and Treasurer of Sears Roebuck and is now Chairman of the Board of
the All State Insurance C¢mpany - which will be more or less like the mission
to Colombia in its camposition and purposes. UWe expect it will start work
soén,,‘It will work closely with the ECA Mission in Turkey, and since the
latter is primarily concerned’with the vt term peried of the Europein
Recovery Program I think our mission wiiixusefully supplement its activities,

" In addition we have been trying to work out means of stimulatingf 
private initiative and investment in Turkey, As is the case with many other -
underdeveloped countries, Turkish economic growth has been retarded by 8
reluctance on the part of private capitalists to make long-term investments
in productive enterprises, and by a lack of the of;anizational and.manégerial-
skills needed for modern industries, In an attempt to make up for thié lack
the Turkish Government has itself gone heavily intqythe‘financing, -t

ownership and operatjon of industry, It has made a yseful contribution to

* Turkish economic deVelopment in numerous fields, but its activities have bteen -




- e
hampered by the relative rigidity and red tape which often charactefize
government operatians.~ Furthermore, many of the Government industries
have not been subjected to the healthy stimulus of competition,

Both the Government and private inderests in Turkey have asked
the Bank for agsistance in working out a program to encourage private enter-
prise. Both groups feel, I think: that our participation in such a program,
as an indepsndent party friendly to both, would help to allay the distrust ﬂ
that each tends to feel for the other, The Bank employed Mr, Harold F, |
Johnsoh, who has had broad experience in the private.investmenﬁ*fiéld, as
a 1a§yer and an adviser to the United States Government in its foreign
“ economic operaﬁions, to go to Turkey for this purpose, In discussions with
Turkish businessmen and Government officials during October and Novémber:.
he worked out a plan for an industrial c¢redit insﬁitute - privately owned
and directed, but with active support and financisl assistance from the
Government - to sponsor and finahce private industries in Turkey. The
details of his plan are now being worked out, and if they prove satisfactory
I expect the Internatioﬁal Bank will be prepared tofméke a loan to the’
institute to finance at Teast part of the foreign exchangs cost of projects
sponsored by it, I havg great hoée that this kind of approach w111 §r6§é
to be a fractical means of stimulating the local initiative and investment
that is so vitally important to successfulddevelopment.

The examples I have given - each somewhat different =~ provide, I
think, a pretty good sample 9{ the kinds of things we are trying to do, I“
- should emphasize that where we have undertaken to make a general deVelopmeﬁt “
survey and recommenlations, as in Colombia op Turkey; our aim is not to produce
,}‘gybluepmint or 5-year plan, that could be adopted by the go&ernment without

change or amplification, Rather these reports are intended to be working




-12 -

paper;, on the basis of which the Govetnment concerﬁed can itself evolve

a satisfactory program and policies for development, if it accepté_the
generél nattern recommended Hy~our'uission,v”we hope that these intial
surveys will’be the begir..ing of a fruitful 1ong-term‘collaboratian with
the couniry involved, in each case, in;ﬁhich we can furnish both technical
and financial assistance, and that our recommendations will help to foster
an economic climate favorable ta private enterprise and investment,

I believe this kind of approach is a new departure for an inter-
naﬁional fingneing institution but analogous situations can be found in
domestic financial operations, both private and governmental:gg'

I recall, fdr example, that back in the '30s the(Uh%&ed States was’
faced with the problem of héw'to help the lowest income fa#ﬂééé, who vére
able only w1th great dlfflculty to eke out a bare subsistence on poor, run-
down land. They could not compete dm the market with more efficlgnt,pro-
ducers, and received little help from the major agricultural aid program,

In effect, they constltuted an underdeveloped segment of the Amerlcan economy, *

/,r.
A fund was set up for loans to these farmers, but thére were strict ///

/’};

conditions attached. On recelving an apmlloation for a loan the” County f‘
g

Agricultural Sﬁgerv sor would first look over the farm s=determine whother \\

it could ever be expected to produce a dgnent living, If th@uland was too = i@

poor, or on too steep a slope, or too remets, or too émall ih*area, thehloan

was refused on the ground thet it would simply saddle the farmer with a debt

‘he could never pay.and which could only leave him worse off in theﬂlong run,

Even if the superv1sor felt that with nrODer utllization ‘the

‘resources at hand would furnish a decent mlnimum standard of living, he would

not,approve anvoutright loan, First, he helped the farm family to work out

‘a plan, Together they might conclude that with ceptain types of agricultural




toois; Qeed,or“feftiiizer, some livestock or perhaps some canning eqUiﬁmﬁnt,
it woﬁld be'possiblg for the farmer to livé beﬁter.and at the same time
obtain the wﬁefewithal to~repay the loan., The suﬁervisor would then approve:
a ioan garmarked for these specific purposes. He would also instruct the
farmeﬁ in the use of the new equipment and in better farm practices, and
wﬁuld pay périqdic visits to check on his progress., 4s a result of this
close ccmbiﬂation of financial and technical assistance, practically all
the lbéng were reﬁaid, the fertility of millions.of acres was restored,
and many thpusands of people wers transformed from a drag on the economy
into sélfe;esﬁecting and self-supporting producers,

What the International Benk is trying-to do is quite similaf,,as
I havé gnggesfed.' Technical advice alone is not sufficient to bring about
eéonomic.development, nor is financial assistance, What is needed iséa.
combination of the two, so thavt, the granting of development loans is coupled -
‘wiih'the prbViS;ion of accep’cable'technical help and advice over a long enough
perio@ito assure that the improved pattern‘is firmly established,;va.wa
can find ways to apply this combination, in the right proportiong, to the

needs of the various underdeveloped countries that are. members of the Dank,

I am confident that we can make an increasingly important contribution to

their welfarg.an& progress and to the economic stability of the world as a

whole,
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